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This Official Statement (' Official Statement ") has been prepared by the State Board of Finance to provide information
on the 8317,170,000 State of New Mexico Severance Tax Bonds, Series 20214 (the "Bonds"). Selected information is presented
on this cover page for the convenience of the user. To make an informed decision, a prospective investor should read the entire
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In the opinion of Gilmore & Bell, P.C.,, Tax Counsel, under existing law and assuming
continued compliance with certain requirements of the Internal Revenue Code of 1986, as
amended, the interest on the Bonds (including any original issue discount properly allocable to
an owner thereof) is excludable from gross income for federal income tax purposes, and is not
an item of tax preference for purposes of the federal alternative minimum tax. Co-Bond
Counsel is also of the opinion that the interest on the Bonds is exempt from income taxation by
the State of New Mexico. See “"TAX MATTERS" in this Official Statement.

The Bonds will not be subject to optional or mandatory redemption prior to maturity.

The Bonds are special limited obligations of the State payable from, and secured by, taxes
levied upon certain natural resource products severed and saved from the soil of the State
deposited into the Severance Tax Bonding Fund.

The Bonds are being issued under the authority of NMSA 1978, Sections 7-27-1 to -27 (1961,
as amended through 2021 (the “Severance Tax Bonding Act”). The Bonds will be on a parity
with Severance Tax Bonds now or hereafter outstanding and senior to Supplemental Severance
Tax Bonds now or hereafter outstanding.

Net proceeds of the Bonds are being used to provide funds to finance capital improvements
approved by the State Legislature.

January 1 and July 1, commencing January 1, 2022,

The Bonds were sold pursuant to a competitive bidding process on June 17, 2021.

On or about June 29, 2021.

The Depository Trust Company.

State Treasurer of New Mexico.

Sherman & Howard L.L.C. and Rodey, Dickason, Sloan, Akin & Robb, P.A.

Kutak Rock LLP.

Gilmore & Bell, P.C.

State Board of Finance: Ashley Leach, Director, 505-629-9745; ashley.leach(@state.nm.us

June 17, 2021.



MATURITY SCHEDULE

STATE OF NEW MEXICO
SEVERANCE TAX BONDS, SERIES 2021A
Maturity Date Principal Interest Yield at Price at
(July 1) Amount Rate Issuance” Issuance'” cusIp?
2022 $25,065,000 5.00% 0.18% 104.840% 647310 3L3
2023 26,350,000 5.00 0.22 109.560 647310 3M1
2024 27,705,000 5.00 0.32 113.987 647310 3N9
2025 29,125,000 5.00 0.46 117.998 647310 3P4
2026 30,615,000 5.00 0.61 121.609 647310 3Q2
2027 32,185,000 5.00 0.77 124.778 647310 3RO
2028 33,840,000 5.00 0.88 127.931 647310 3S8
2029 35,575,000 5.00 1.00 130.700 647310 3T6
2030 37,395,000 5.00 1.10 133.350 647310 3U3
2031 39,315,000 5.00 1.15 136.289 647310 3V1

1) This information has not been provided by the State.

2 Copyright 2021, American Bankers Association. CUSIP" is a registered trademark of the American Bankers Association. The CUSIP data
herein is provided by CUSIP Global Services (“CGS™), which is managed on behalf of the American Bankers Association by S&P Global Market
Intelligence. The CUSIP numbers are not intended to create a database and do not serve in any way as a substitute for the CGS database. CUSIP
numbers have been assigned by an independent company not affiliated with the State and are provided solely for convenience and reference. The
CUSIP numbers for a specific maturity are subject to change after the issuance of the Bonds. The State takes no responsibility for the accuracy of
CUSIP numbers, which are included solely for the convenience of owners of the Bonds.
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In connection with the offering of the Bonds, the Underwriter (defined below) may over-allot or
effect transactions which stabilize or maintain the market price of such Bonds at a level above that which
might otherwise prevail in the open market. Such stabilizing, if commenced, may be discontinued at any
time.

No dealer, broker, salesperson or other person has been authorized to give any information or to
make any representation other than those contained in this Official Statement and, if given or made, such
information or representation must not be relied upon. This Official Statement does not constitute an offer
to sell or solicitation of an offer to buy, nor shall there be any sale of the Bonds by any person, in any
jurisdiction in which it is unlawful to make such an offer, solicitation or sale. The information and
expressions of opinion herein are subject to change without notice. Neither the delivery of this Official
Statement nor any sales hereunder shall under any circumstances create any implication that there has
been no change in the affairs of the State of New Mexico or in the imposition and collection of severance
taxes since the date hereof.

This Official Statement contains statements relating to the State’s receipt of future revenues that
are “forward-looking statements” as defined in the Private Securities Litigation Reform Act of 1995.
When used in this Official Statement, the words “estimate,” “intend,” “expect” and similar expressions
are intended to identify forward-looking statements. Such statements are subject to risks and uncertainties
that could cause actual results to differ materially from those contemplated in such forward-looking
statements. Readers are cautioned not to place undue reliance on these forward-looking statements, which

speak only as of the date hereof.

1

The State Board of Finance (the “Board”) is the author of this Official Statement and is
responsible for its accuracy and completeness. BofA Securities, Inc. (the “Underwriter”) purchased the
Bonds pursuant to a public sale held on June 17, 2021. Both the Preliminary Official Statement and the
Official Statement are “deemed final” by the Board for purposes of Rule 15¢2-12 of the Securities and
Exchange Commission.

CliftonLarsonAllen LLP, the State’s independent auditor, has not been engaged to perform
and has not performed, since the date of its report included herein in Appendix B, any procedures
on the financial statements addressed in that report. CliftonLarsonAllen LLP also has not
performed any procedures relating to this offering document.
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SUMMARY OF INFORMATION

$317,170,000

STATE OF NEW MEXICO

SEVERANCE TAX BONDS
SERIES 2021A

The following material represents a summary of information concerning the Bonds and the
security therefor set forth in this Official Statement and is qualified in its entirety by the detailed
information herein. Purchasers of the Bonds should review the entire Official Statement before making an

investment decision.

Dated:

Interest Payment:

Principal Payment:

Redemption of Bonds:

Registration:

Legal Opinion:

Security:

Additional Parity Bonds:

Delivery Date.

Interest is payable semi-annually on January 1 and July 1, commencing
on January 1, 2022.

The Bonds mature in serial installments as set forth on the inside cover
page of this Official Statement.

The Bonds will not be subject to optional or mandatory redemption prior
to maturity.

The Bonds are being issued solely in book-entry form in the
denomination of $5,000 or any integral multiple thercof. The Bonds are
being registered to Cede & Co., as nominee of The Depository Trust
Company (“DTC”), New York, New York, which will act as depository.

The Bonds are offered when, as and if issued, subject to the approval of
legality by Sherman & Howard L.L.C. and Rodey, Dickason, Sloan, Akin
& Robb, P.A., Co-Bond Counsel and Gilmore & Bell, P.C., Tax Counsel.

The Bonds constitute special limited obligations of the State of New
Mexico and will be payable solely from deposits to and revenues of the
Severance Tax Bonding Fund (the “Bonding Fund”), consisting primarily
of receipts from certain taxes levied on certain natural resource products
severed and saved from the soil of the State of New Mexico as more fully
described herein.

The Board is prohibited by statute from issuing Senior Severance Tax
Bonds and short-term Senior Severance Tax Funding Notes unless the
aggregate amount of total Senior Severance Tax Bonds and Senior
Funding Notes outstanding, after giving effect to the proposed issuance,
can be serviced with not more than 47.6 percent of the annual deposits
into the Bonding Fund, as determined by the lesser of the deposits during
the preceding Fiscal Year or the deposits during the current Fiscal Year,
as estimated by the Board of Finance Division of the Department of
Finance and Administration (the “Division”).



$317,170,000
THE STATE OF NEW MEXICO
SEVERANCE TAX BONDS
SERIES 2021A

INTRODUCTION

The purpose of this Official Statement, including the cover page, the inside cover page, the
Summary of Information and the Appendices hereto, is to furnish information regarding the issuance of
the $317,170,000 State of New Mexico Severance Tax Bonds, Series 2021A (the “Bonds”™) of the State of
New Mexico (the “State”) by the State Board of Finance (the “Board”).

The Bonds are being issued under authority of the Severance Tax Bonding Act, NMSA 1978,
Sections 7-27-1 to -27 (1961, as amended through 2021) (the “Severance Tax Bonding Act”), the
Supplemental Public Securities Act, NMSA 1978, Sections 6-14-8 to -11 (1983, as amended through
2021) and pursuant to a resolution of the Board adopted on May 18, 2021, as amended pursuant to a
resolution of the Board to be adopted on June 15, 2021 and as supplemented by a Final Terms Certificate
approved in accordance with the terms of such resolution (collectively, the “Bond Resolution™).

This Official Statement contains summaries of the terms of the Bonds, certain fiscal matters of
the State, and the Severance Taxes (defined below) imposed by the State. The descriptions included in
this Official Statement do not purport to be comprehensive or definitive, and such summaries and
descriptions are qualified in their entirety by reference to such laws, and the definitive forms of
documents, exhibits or appendices where applicable.

Requests for additional information about the State, the Severance Taxes, or requests for copies
of any document or statute referred to in this Official Statement, may be directed to:

Contact: State Board of Finance
Attn: Ashley Leach, Director
Phone: (505) 629-9745
Mail: 181 Bataan Memorial Building
407 Galisteo Street
Santa Fe, NM 87501
E-mail: ashley.leach@state.nm.us

Web Site: http://nmdfa.state.nm.us/board of finance.aspx




TABLE 1
Summary of Projected and Historical Coverage in Severance Tax Bonding Fund
Fiscal Year Ended June 30
(Dollars in thousands)

2021 2022 2023 2024 2025
Projected Bonding Fund Receipts $654,355 $710,632 $736,139 $744,632 $755,526
Senior Bond Debt Service!!+?! 136,901 141,446 164,991 156,115 137,098
Senior Bond Debt Service Coverage Ratio 4.78x 5.02x 4.46x 4.77x 5.51x
Supplemental Bond Debt Service @ 20,591 9,121 9,123 9,125 9,122
Supplemental Bond Debt Service Coverage Ratio 4.15x 4.72x 4.23x 4.51x 5.17x

2016 2017 2018 2019 2020
Bonding Fund Receipts $309,940 $354,884 $471,047 $686,924 $698,585
Senior Bond Debt Service!"*) 142,085 141,063 142,160 145,381 146,969
Senior Bond Debt Service Coverage Ratio 2.18x 2.52x 3.31x 4.72x 4.75x
Supplemental Bond Debt Service® 13,842 19,026 20,474 21,142 21,143
Supplemental Bond Debt Service Coverage Ratio 1.99x 2.22x 2.90x 4.13x 4.15x

M Includes debt service on the Bonds.

@ Excludes debt service on refunded bonds, if any, which will be paid from escrowed securities and severance tax debt obligations sold to
the State Treasurer that are retired within the same fiscal year.

Sources: New Mexico State Board of Finance and Fiscal Strategies Group

Impacts of COVID-19 Pandemic

Public Health Orders and Response to COVID-19. The COVID-19 pandemic has impacted and
altered the behavior of businesses and people in a manner that is having significant negative effects on
global, national, state and local economies. The contagious nature of the COVID-19 virus resulted in the
Governor of the State issuing a public health order on March 19, 2020, to implement social distancing
measures, close non-essential businesses, and limit and reduce business capacity. A subsequent executive
order implemented school closures. As the pandemic continued, the State developed public health gating
criteria to measure the level of COVID-19 cases and other risk factors and assess when it would be safe to
gradually reopen the economy and society. The criteria have been a part of New Mexico’s phased plan for
reopening and have been assessed regularly to measure the ability of the State to move into more relaxed
social distancing and non-essential in-person commercial business operation restrictions.

In November 2020, the Governor established a county-level tiered risk system for measuring
health metrics in order to provide flexibility to counties for operating based on their current risk level. The
tiered system was expanded in subsequent months to include a total of four risk levels used to assess how
much counties could relax requirements and guidelines and permit more day-to-day and commercial
activities.

In December 2020, the Governor established a COVID-19 vaccination program, establishing
three phases of vaccine roll-out in order to prioritize vulnerable individuals and ensure equitable vaccine
distribution. New Mexico has been ranked among the top states for vaccine doses administered per
100,000 of the total population. As of March 2021, New Mexico’s COVID-10 vaccinations were reported
to be outpacing new infections 72 to 1. With this roll out of vaccines and improved metrics and risk
assessments for counties, the State has seen social distancing restrictions and commercial operation
restrictions relaxed. Businesses have been able to increase operations and allow a larger percentage of
customers inside establishments. Additionally, schools statewide have been able to reopen, with the
State’s largest school district resuming in-person learning in early April 2021. On April 5, 2021, the



second phase of vaccine distribution began, with all New Mexicans 16 years old and older being eligible
to receive the COVID-19 vaccine.

As vaccines were more widely distributed, the Governor began to ease restrictions on commercial
operations. As of May 3, 2021, all but three counties were classified under the least restrictive tier, or low
risk, level. This means capacity restrictions were significantly relaxed at commercial businesses. In June
2021, all counties were classified under the least restrictive tier. In June 2021, more than 66 percent of
New Mexico residents had received at least one dose of the COVID-19 vaccine and more than 56 percent
were fully vaccinated.

Employment. One significant impact of the COVID-19 virus can be seen in the State’s
employment data. From February 2020 to April of 2020, the State lost more than 104,000 jobs. While the
State has regained some of the lost employment (19,800 jobs) from April 2020 to January 2021, the
recovery still has a way to go for employment to reach pre-COVID-19 levels. On a year-over-year basis,
in March 2021, total employment is down 7.6 percent (65,000 jobs) when compared to March 2020. The
most severely impacted sectors are the leisure and hospitality sector, the mining sector and the
information sector which are down 17.9 percent (17,700 jobs), 29.6 percent (7,400 jobs) and 23.1 percent
(2,400 jobs) respectively, when compared to March 2020.

The State unemployment rate peaked at 12.5 percent in July 2020 and has decreased to 8.3
percent in March 2021. The State’s year-over-year employment declined across most sectors in January
2021.

The national unemployment rate peaked at 14.8 percent in April 2020 and has decreased to 6.1
percent in April 2021. Employment recovery in New Mexico to pre-COVID-19 levels is expected to take
several years under Moody’s Analytics baseline and alternative scenario forecasts, with New Mexico’s
employment level expected to not reach pre-COVID-19 levels until the last quarter of calendar year 2022.

Tax Collections. Collections of various taxes in the State have, in certain cases, shown some
impact from COVID-19. Matched taxable gross receipts (“MTGR”) collections declined 6.7 percent in
April 2020 versus April 2019 at the onset of the COVID-19 pandemic. On a monthly basis, the brunt of
the MTGR decline was experienced in October of 2020, when MTGR was down 11.8 percent compared
to the same month one year prior. On a year-over-year basis, more current data showed improved
collections in January 2021, down 4.5 percent, while February data shows MTGR down 9.5 percent.

Measuring MTGR on a fiscal year-to-date basis, collections in Fiscal Year 2021 from July 2020
through February 2021 are down 9.5 percent when compared to the same period in Fiscal Year 2020.

Personal income tax revenues year-to-date through January were $897 million, which represents
an increase of 7.7 percent from the prior fiscal-year-to-date revenues ($832.7 million). Prior estimates
expected more severe declines in personal income tax revenues; however, this revenue stream has
consistently performed slightly better than the estimates for Fiscal Year 2021. It is also worth noting that
due to a delay in the opening of the tax season, the volume of personal income tax returns normally filed
in January were filed in February. This led to the condensing of two months of tax returns being
processed in one month and subsequently a large number of refunds being issued in February. The
income tax revenue activity in February accrues to January and an abnormally high refund amount meant
a negative general fund number for personal income tax in January 2021.

The most recent February 2021 consensus revenue estimating group (“consensus group”) forecast
weighs all available information, and while much of the revenue outlook has improved relative to the



expectations from early in the pandemic last year, the COVID-19 pandemic remains a headwind to
economic recovery in the State.

The actual outcomes for the State’s finances will depend on a variety of factors: the
epidemiological path of the virus, the rate of vaccination across the country, the time it takes consumer
confidence to rebound, the effect of business closures on the long-term viability of the State’s businesses,
and the degree to which temporary layoffs become permanent.

Government Operations and Financial Support. The COVID-19 pandemic has also impacted
governmental operations of the State, including implementation of remote work, teleconferencing and
other preventive measures designed to limit the spread of the COVID-19 virus. Additional numerous
executive orders established funding for a variety of agencies, including the Department of Military
Affairs (National Guard), Department of Homeland Security and Emergency Management, the
Department of Health, the Public Education Department, the Children, Youth, and Families Department,
and the Aging and Long-Term Services Department. In total, the executive orders provided $35.5 million
in funding to effectively respond, manage, and address COVID-19 and its impacts.

The Legislature held a first special session in June 2020 to address the State’s fiscal outlook in
light of the oil price volatility experienced in early 2020 from the Saudi Arabia and Russia oil price war
and the continuing COVID-19 healthcare crisis. In the 2020 first special session, the following actions
were taken to address the recurring budget for Fiscal Year 2021: targeted decreases of 1 to 4 percent in
the State budget, elimination of 4 percent salary increases for state employees, usage of $750 million of
Coronavirus Relief Fund (“CRF”) for those agencies providing COVID-19 pandemic response, and
authority to use excess cash in the Severance Tax Bonding Fund to fund capital, instead of transferring
such cash to the Severance Tax Permanent Fund. The 2020 first special session adjusted the general fund
recurring budget downward by $414 million to $7.2 billion and nonrecurring budget downward by $183.7
million to $138.4 million.

The State economy was bolstered in the second quarter of 2020 by the fiscal stimulus provided in
the federal Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”). Measures included
loans to businesses under the paycheck protection program, unemployment benefits for self-employed
and independent contractors, one-time $1,200 stimulus checks to individuals, and an extra $600 per week
in unemployment benefits. Additionally, the State received $1.2 billion in CRF monies to assist in
managing the healthcare crisis. CRF must be allocated between state, local, and tribal governments. The
Governor approved $150 million of CRF for small businesses ($50 million distributed) and local
governments ($100 million distributed) and $28 million for tribal governments in July 2020. Funds were
provided as grants at the beginning of September 2020. These funds covered the costs of necessary
expenditures incurred due to the public health emergency for the period beginning on March 1, 2020,
through December 30, 2020.

There were more than 40 grants in addition to the CRF included in the federal stimulus
legislation. Many of these grants were allocated directly to State government agencies. Here are some of
the most significant grants. The Governor’s Emergency Education Relief Fund (“GEER”) appropriated
$22.26 million to be distributed for services to students throughout the State. This funding is distributed
between the Public Education Department, Higher Education Department and the new Early Childhood
Education and Care Department. The Elementary and Secondary School Emergency Relief Fund
(“ESSERF”) awarded $108.6 million to the Public Education Department to be distributed to local
education agencies (“LEAs”), including charter schools that are LEAs. The Higher Education Emergency
Relief Funding (“HEERF”) provided $76.8 million to State institutions of higher education based on a
formula stipulated in the original legislation. Supplemental funding for the Child Care and Development
Block Grant (“CCDBG”) of $29.4 million was allocated for supporting childcare programs for low-



income working families and is administered by the State’s Children, Youth and Families Department.
$77.3 million was allocated for Centers for Disease Control testing. Unemployment Insurance
Administration funding of $2.6 million via the federal Families First Coronavirus Response Act is
designated for expanded services to workers who may not ordinarily be eligible for benefits. An Election
Security Grant through the Help America Vote Act (“HAVA”) made $3.9 million available to the State to
prevent, prepare for and respond to the virus for the 2020 federal election cycle. Supplemental funding of
$5.4 million was provided for the Low-Income Home Energy Assistance Program (“LIHEAP”) with
continued administration by the State’s Human Services Department.

The Legislature held a second special session in November 2020. The 2020 second special
session appropriated $319 million from the general fund allocation of federal CRF monies to support New
Mexicans impacted by the COVID-19 pandemic and associated public health orders. The $319 million
appropriation provided assistance to New Mexicans in the form of one-time $1,200 checks to individuals
who are unemployed but exhausted the unemployment benefits and grants to businesses with less than
100 employees; cash assistance to those that did not receive a federal stimulus payment; emergency
housing assistance; and food bank services.

In January 2021, the 55th Session of the New Mexico Legislature commenced. During the
session, the State provided $600 rebates to low-income workers and provided a four-month reprieve from
gross receipts taxes on sales and business services for business operators at restaurants, bars, food trucks,
small breweries, wineries, and craft distilleries. Legislation was also passed to provide loans of up to
$150,000 to small businesses at sub-prime rates of less than 2 percent annual interest with a payback term
of up to 10 years, using the Severance Tax Permanent Fund to fund those loans. The Legislature
expanded the Local Economic Development Act (“LEDA™) and made a $200 million one-time
appropriation from the general fund to the renamed “local economic development recovery act fund” (the
“LEDA fund,” previously the “local and regional economic development support fund™) for pandemic
relief grants to businesses, to be administered by the Economic Development Department (the “EDD”)
and the New Mexico Finance Authority. Legislation passed that adjusts the state unemployment benefit
statute to accommodate changes to federal requirements generated as a result of pandemic-related
unemployment programs; repeals statute provisions that restrict the state in triggering additional weeks of
extended benefits in periods of high unemployment.

During the 2021 session, due to better than expected revenues and improved consensus forecast
outlooks, the targeted decreases of 1 to 4 percent from the 2020 first special session in the State budget
were no longer needed, and neither was the elimination of 4 percent salary increases for state employees.
In fact, the Legislature passed a cost of living adjustment and state employees’ salaries were increased by
1.5 percent in Fiscal Year 2022. The 2021 session adjusted the Fiscal Year 2021 general fund recurring
budget upward, with a slight increase of 1.8 percent or $130 million to $7.22 billion. The Fiscal Year
2022 general fund recurring budget increased by 3.2 percent ($229 million).

The March 2021 American Rescue Plan Act (*ARPA”) provided additional funding to New
Mexico in the form of $1,400 stimulus checks to individuals within certain income parameters. The bill
also extended the $300-per-week unemployment insurance benefit supplement to September 2021,
waived federal income taxes for the first $10,200 of unemployment benefits received in 2020 for
households earning under $150,000, and temporarily increased the child tax credit to as much as $3,600
for children up to age 5 and as much as $3,000 for children 6 to 17.

The ARPA also included several dozen grants to support New Mexican individuals, businesses,
and governmental entities. The most significant source of funding is the Coronavirus State and Local
Fiscal Relief Fund. The Fiscal Relief Fund can be used for a wide range of activities to respond to the
pandemic or its negative economic impacts, including governmental revenue replacement to reduce or



prevent cuts in service delivery resulting from the widespread decline in governmental revenues caused
by the pandemic. The State of New Mexico is set to receive $1.6 billion, while New Mexico local and
county governments will receive $703 million.

Other notable grants for New Mexico from the ARPA include, but are not limited to: $152
million for the Emergency Rental Assistance Program to help New Mexicans that are unable to pay rent
and utilities due to the COVID-19 pandemic; $133.9 million from the Coronavirus Capital Projects Fund
for critical capital projects directly enabling work, education, and health monitoring, including remote
options; $214.1 million from the HEERF; $979 million from the ESSERF; $197.5 million in Child Care
Stabilization Grants; $63.2 million from the Epidemiology and Lab Capacity for School Testing Grant
through the Centers for Disease Control and Prevention; and $24.6 million from the COVID-19 Vaccine
Preparedness Grant.

THE SEVERANCE TAX BONDS
General Terms

The Bonds are dated their date of delivery, bear interest until the principal amount thereof is paid,
and mature as set forth on the inside cover page hereof. Interest on the Bonds is payable on January 1 and
July 1, commencing on January 1, 2022. The Bonds are being issued solely in book-entry form in
denominations of $5,000 or integral multiples thereof. The Bonds are being registered in the name of
Cede & Co., as nominee of The Depository Trust Company (“DTC™), New York, New York, which will
act as depository for the Bonds. The Bonds are subject to transfer and exchange as set forth in the Bond
Resolution.

No Optional or Mandatory Redemption of Bonds
The Bonds are not subject to optional or mandatory redemption prior to maturity.
Security for the Bonds

There are two categories of bonds issued by the Board for which the money in the Bonding Fund
is pledged for their retirement. Those bonds are referred to in the Severance Tax Bonding Act as “New
Mexico Severance Tax Bonds™ and as “New Mexico Supplemental Severance Tax Bonds” but, for clarity,
are referred to herein as “Senior Severance Tax Bonds” and “Supplemental Severance Tax Bonds,”
respectively. Where appropriate, Senior Severance Tax Bonds and Supplemental Severance Tax Bonds
are collectively referred to herein as “Severance Tax Bonds.”

Security for the Bonds. The Board is prohibited by statute from issuing Senior Severance Tax
Bonds with a term that extends beyond the Fiscal Year in which they are issued unless the aggregate
amount of Senior Severance Tax Bonds and Senior Funding Notes outstanding, after giving effect to the
proposed issuance, can be serviced with not more than 47.6 percent of the annual deposits into the
Bonding Fund, as determined by the lesser of the deposits during the preceding Fiscal Year or the
deposits during the current Fiscal Year, as estimated by the Division.

In addition, short-term Supplemental Severance Tax Funding Notes (“Supplemental Funding
Notes™) may be issued if the debt service on such Supplemental Funding Notes, when added to the debt
service previously paid or scheduled to be paid during that Fiscal Year on Senior Severance Tax Bonds,
Senior Funding Notes and Supplemental Severance Tax Bonds does not exceed the following percentages
of the lesser of the deposits in the Bonding Fund during the preceding Fiscal Year or the deposits into the
Bonding Fund during the current Fiscal Year, as estimated by the Division:



(1) For Fiscal Year 2021, 87.8 percent; and
(2) For Fiscal Year 2022 and subsequent Fiscal Years, 86.2 percent.

The Senior Severance Tax Bonds and Senior Funding Notes fund a wide variety of capital
projects, while Supplemental Severance Tax Bonds and Supplemental Funding Notes are earmarked for
capital projects for public education. The Board has authority to issue Supplemental Severance Tax
Bonds for public school projects in amounts certified to the Board from time to time by the Public School
Capital Outlay Council of the State. During Fiscal Years 2018 through 2022, certain public school capital
expenditures, including instructional materials and school bus transportation, will be funded via the
issuance of Supplemental Severance Tax Bonds as certified by the Public Education Department
Secretary. The lien of the pledge of such Supplemental Severance Tax Bonds (including Supplemental
Funding Notes) is subordinate to any outstanding Senior Severance Tax Bonds.

NMSA 1978 Section 7-27-8 requires that on each December 31 and each June 30 the State
Treasurer shall transfer to the Severance Tax Permanent Fund all money in the Bonding Fund except the
amount necessary to meet all principal and interest payments on bonds payable from the Bonding Fund
on the next two ensuing semiannual payment dates.

Following the 2019 legislative session, Senate Bill 535 was signed into law. The bill stipulated
that the Board not issue and sell more than $181.8 million of Supplemental Severance Tax Bonds in
Fiscal Year 2019. The bill also requires the Board, by December 31 of each year for 2019 through 2028
(Fiscal Years 2020 through 2029), to transfer $23.69 million from the Bonding Fund to the Severance
Tax Permanent Fund. The amount of the Severance Tax Permanent Fund transfer would be considered
before determining the bonding capacity. The Board may determine that a lesser transfer amount is
necessary per NMSA 1978 Section 7-27-8 in order to pay debt service obligations.

The total aggregate principal amount of outstanding Severance Tax Bonds issued by the State
does not now, nor will such amount upon the issuance of the Bonds, exceed any applicable limit
prescribed by the Constitution or laws of the State.

The Bonds, all currently outstanding Senior Severance Tax Bonds, and any Senior
Severance Tax Bonds or Senior Funding Notes issued on a parity with the Bonds will have a pledge
and lien senior to any Supplemental Severance Tax Bonds or Supplemental Funding Notes now
outstanding or hereafter issued.

The Bonds are special obligations of the State secured by and payable solely from, on a parity
basis to Senior Severance Tax Bonds and Senior Funding Notes now or hereafter outstanding and on a
prior lien basis to Supplemental Severance Tax Bonds and Supplemental Funding Notes now or hereafter
outstanding, deposits to the Bonding Fund into which are deposited, pursuant to the Severance Tax
Bonding Act, the net receipts from taxes levied in accordance with the Severance Tax Act, NMSA 1978,
Sections 7-26-1 to -8 (1937, as amended through 1999) (the “Severance Tax Act™), and the Oil and Gas
Severance Tax Act, NMSA 1978, Sections 7-29-1 to -23 (1959, as amended through 2005) (the “Oil and
Gas Severance Tax Act”), upon certain natural resource products severed and saved from the soil of the
State (“Severance Taxes”), investment earnings on such deposits and on unused bond proceeds in certain
accounts, and such other moneys as the Legislature in its sole discretion may from time to time determine.
On June 30 and December 31 of each year, the excess money in the Bonding Fund over the amount
necessary to meet all principal and interest payments on all outstanding Severance Tax Bonds on the next
two ensuing semiannual payment dates must be transferred to the Severance Tax Permanent Fund.

Once moneys are so transferred, they no longer may be used to pay, or to secure payment
of, principal, premium, if any, or interest on any Severance Tax Bonds. Severance Tax Bonds are



not general obligations of the State and the State is prohibited by law from using the proceeds of
property taxes as a source of payment of revenue bonds, including Severance Tax Bonds.

The State Treasurer keeps separate accounts for all money collected as Severance Taxes, and is
directed by State statute to pay Severance Tax Bonds from moneys on deposit in the Bonding Fund. The
Bond Resolution provides for the creation of a separate Debt Service Account within the Bonding Fund
for the payment of principal and interest on the Bonds.

The Severance Tax Bonding Act requires the Legislature to provide for the continued assessment,
levy, collection and deposit into the Bonding Fund of Severance Taxes which, together with such other
moneys as may be deposited into the Bonding Fund, will be sufficient to produce an amount at least equal
to annual debt service on all outstanding Severance Tax Bonds.

In addition, the Board covenants in the Bond Resolution that the State will use its best efforts to
collect and deposit in the Bonding Fund proceeds from Severance Taxes as set forth in the Severance Tax
Bonding Act which, when combined with other amounts the State Legislature, in its sole discretion, may
from time to time deposit in the Bonding Fund will equal at least two-hundred percent (200%) of the
amount of the principal and interest scheduled to be due in each fiscal year of the State on Severance Tax
Bonds, including the Bonds. However, the Board does not have the power to levy or impose Severance
Taxes, and no assurance exists that the 200 percent requirement will be met.

USE OF PROCEEDS

Purpose

The proceeds of the Bonds are being used to provide funds to finance capital improvements as
described in legislation approved by the State Legislature and signed by the Governor.

The proceeds of the Bonds are expected to be applied in the manner set forth in the following

table:
SOURCES:
Par Amount $317,170,000.00
Net Original Issue Premium 74,551,244.75
TOTAL SOURCES $391,721,244.75
USES:
Deposit to Capital Project Account $391,337,644.00
Underwriter’s Discount 382,939.33
Additional Proceeds 661.42
TOTAL USES $391,721,244.75

SEVERANCE TAX BONDING FUND AND DEBT SERVICE REQUIREMENTS

Severance Taxes have been collected by the State since the adoption of the Severance Tax Act in
1937. Since 1959, certain Severance Tax receipts and certain other moneys determined by the Legislature
have been deposited into the Bonding Fund and used, in part, to service bond issues, which have funded a
variety of capital improvements in the State. Pursuant to the provisions of the Severance Tax Act and the
Oil and Gas Severance Tax Act, Severance Tax receipts, including penalties and interest, and such other
moneys as the Legislature in its sole discretion may from time to time determine (including interest
earnings on moneys in the Bonding Fund and the project accounts and reversions from project accounts in



the Bonding Fund), are deposited into the Bonding Fund. As of the date of this Official Statement, other
moneys including interest earnings on moneys in the Bonding Fund, reversions from project accounts in
the Bonding Fund, prepayments and tax settlements have been deposited. See Table 5 entitled “Severance
Tax Bonding Fund Receipts, Disbursements and Transfers” herein. The moneys in the Bonding Fund are
pledged for the payment of principal, premium, if any, and interest on Severance Tax Bonds and
Supplemental Severance Tax Bonds, and there are no other liens or encumbrances of any nature on or
against (i) the Bonding Fund, or (ii) the net revenues derived from Severance Taxes that are required to be
credited to the Bonding Fund; provided, however, that semiannual transfers of excess funds in the
Bonding Fund to the Severance Tax Permanent Fund are required by state statute December 31 and June
30 of each fiscal year. See “—Issuance of Severance Tax Bonds” below. The moneys in the Bonding
Fund are also available to pay costs of issuance in connection with the sale of Severance Tax Bonds and
Supplemental Severance Tax Bonds.

Severance taxation is determined by State statute. For a description of the various Severance Tax
rates and methods of their calculation, see “SEVERANCE TAX REVENUE” below.

Investments

Funds on deposit in the Bonding Fund are invested by the State Treasurer at the direction and
approval of the Board, pursuant to the State Treasurer’s Investment Policy (“Investment Policy™), adopted
on December 17, 2019. For a description of the Investment Policy, see State Treasurer’s Investment
Responsibilities in “Appendix A.” Investments are made in securities, which are at the time legal
investments of the State, and no such investment or deposit shall violate any applicable restrictions
imposed by the Tax Code (defined herein) and applicable Treasury Department regulations relating to the
market price and the existence of an established market.

Except for funds deposited into the Rebate Fund (defined in the Bond Resolution) for any bond
series, net interest earned on the amounts on deposit in the Debt Service Account for those bonds shall be
retained therein, and net interest earned on amounts on deposit in the Project Fund for those bonds shall
be credited to the Debt Service Account for those bonds and applied to the payment of principal and
interest on the bonds next becoming due. Any net loss, after applying any earnings in that account or fund
to the loss, resulting from any investment shall be charged to the applicable account from which such
investment was made.

Issuance of Severance Tax Bonds

The Severance Tax Bonding Act authorizes the issuance and sale of Senior Severance Tax Bonds
and Supplemental Severance Tax Bonds payable from the net receipts from taxes levied upon certain
natural resource products severed and saved from the soil (“Severance Taxes™) in accordance with the
provisions of, and as described in, the Severance Tax Bonding Act.

Severance Taxes are collected on a monthly basis by the New Mexico Taxation and Revenue
Department (the “TRD™) and deposited in the Extraction Taxes Suspense Fund within the General Fund
of the State. If the TRD determines that there is no substantial risk of protest or litigation related to those
tax revenues, they are released from the Extraction Taxes Suspense Fund and deposited in the Bonding
Fund in the month following the collection of the Severance Taxes; otherwise the tax revenues are held in
the Extraction Taxes Suspense Fund until the substantial risk of protest or litigation is no longer present.

On December 31 and June 30 of each fiscal year, excess funds in the Bonding Fund are
transferred into the Severance Tax Permanent Fund. Excess funds are defined as funds in excess of the



next two semi-annual payments of debt service on Severance Tax Bonds. Balances in the Severance Tax
Permanent Fund are not pledged as security for the Bonds.

In addition to the sale of long-term Senior Severance Tax Bonds and Supplemental Severance
Tax Bonds, the State issues Senior Funding Notes and Supplemental Funding Notes from time to time to
utilize excess capacity available in the Bonding Fund, as authorized by the Legislature, and to make those
funds available for capital projects of the State. The Senior Funding Notes and Supplemental Funding
Notes generally are taxable for federal income tax purposes, have a maturity of five days or less, mature
in the fiscal year in which they are issued and are purchased by the State Treasurer.

State Capital Program

State General Fund balances and proceeds from General Obligation Bonds, Senior Severance Tax
Bonds and Supplemental Severance Tax Bonds are important sources of capital financing for the State.
The following table summarizes the capital funding administered by the Board and certain other sources
for Fiscal Year 2016 through Fiscal Year 2020.

TABLE 2
Principal Sources of Capital Project Funding
Fiscal Year Ended June 30
(Dollars in millions)

2016 2017 2018 2019 2020
Proceeds from General Obligation Bonding Program‘"
General Obligation Bonds $ 0.0 §_0.0 $174.3 $_0.0 $157.9
Subtotal 0.0 _0.0 174.3 0.0 157.9
Proceeds from Severance Tax Bonding Program®
Severance Tax Bonds 293.1 51.0 222.5 0.0 0.0
Severance Tax Funding Notes® 8.6 38.5 28.9 74.8 307.2
Supplemental Severance Tax Bonds 81.0 0.0 0.0 0.0 0.0
Supplemental Severance Tax Funding Notes'® 127.3 120.4 139.2 181.5 254.5
Subtotal 510.0 209.9 390.6 256.3 561.7
Proceeds From Other Sources
Transportation Bonds _ 0.0 _ 0.0 0.0 0.0 _ 0.0
Subtotal 0.0 _00 0.0 0.0 0.0
Total® $510.0  $209.9 $564.9 $256.3 $719.6

' Dollar amounts from State Board of Finance funding programs reflect net proceeds available for capital expenditure. Amounts vary annually by
legislative action and the timing of bond closings.

21 The Board issues Senior Funding Notes and Supplemental Funding Notes to fund authorized projects. The notes are sold to the State Treasurer and
retired within the same fiscal year.

) Totals may not add due to rounding.

Sources: New Mexico State Board of Finance and the New Mexico Finance Authority (as issuer of State Transportation Bonds)

In addition to the General Obligation Bonding Program, the Severance Tax Bonding Program and
the Supplemental Severance Tax Bonding Program, each issued and administered by the Board, there are
a number of other sources of funds for capital projects throughout the State. These other sources of
funding include surplus general fund appropriations and proceeds of bonds issued by, among others, the
New Mexico Finance Authority, the State Transportation Commission and state educational institutions.

The New Mexico Finance Authority (the “Finance Authority”) was created by the State

Legislature in 1992 to assist qualified governmental entities in financing capital equipment and
infrastructure projects. The Finance Authority is a state instrumentality governed by a board of directors
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and is not subject to the direct supervision or control of any other board, bureau, department or agency of
the State.

Outstanding and Additional Senior Severance Tax Bonds

The Bonds will be secured on a parity with the following Senior Severance Tax Bonds currently
outstanding (exclusive of those Senior Severance Tax Bonds which are fully secured by escrowed
securities). The Bonds will be issued with a lien senior to all current and any future Supplemental
Severance Tax Bonds. See “—Outstanding and Additional Supplemental Severance Tax Bonds™ below.

TABLE 3
Outstanding Senior Severance Tax Bonds '

Severance Tax Bonds, Series 2011A-1 $ 3,635,000
Severance Tax Bonds, Series 2012A 15,540,000
Severance Tax Bonds, Series 2015A 82,565,000
Severance Tax Bonds, Series 2016A 78,750,000
Severance Tax Bonds, Refunding Series 2016B 133,130,000
Taxable Severance Tax Bonds, Series 2016C 1,695,000
Severance Tax Bonds, Series 2016D 26,725,000
Taxable Severance Tax Bonds, Series 2016E 7,085,000
Severance Tax Bonds, Series 2017A 58,395,000
Severance Tax Bonds, Series 2018A 104,245,000
Severance Tax Bonds, Series 2020A 94,735,000
Severance Tax Bonds, Series 2021 A 317.170.000

Total $923,670,000

(™ Upon issuance of the Bonds.

Additional Senior Severance Tax Bonds may be issued in the future only if certain statutory
conditions as to debt service capacity are met. See “THE SEVERANCE TAX BONDS—Security for the
Bonds.”

QOutstanding and Additional Supplemental Severance Tax Bonds

Supplemental Severance Tax Bonds are authorized pursuant to an amendment to the Severance
Tax Bonding Act enacted in 1999. In Fiscal Year 2020, long-term Supplemental Severance Tax Bonds
were not issued. Supplemental Funding Notes were issued with a term that did not extend beyond the then
current fiscal year. Supplemental Funding Notes are issued if the debt service on such Supplemental
Funding Notes, when added to the debt service previously paid or scheduled to be paid during that fiscal
year on Senior Severance Tax Bonds, Senior Funding Notes, Supplemental Severance Tax Bonds and any
other Supplemental Funding Notes, did not exceed, for the year 2020, 89.4 percent of the deposits into the
Bonding Fund as determined by the lesser of the deposits during the preceding fiscal year or the deposits
during the current fiscal year as estimated by the Division. For 2021 and 2022, the percent of the deposits
figure that cannot be exceeded decreases to 87.8 percent and 86.2 percent respectively. The Board has
been authorized by statute to issue Supplemental Severance Tax Bonds and Supplemental Funding Notes
for public school projects in amounts certified to the Board from time to time by the Public School
Capital Outlay Council of the State and the Public Education Department Secretary. The lien of the
pledge of such Supplemental Severance Tax Bonds and Supplemental Funding Notes is subordinate to
any Senior Severance Tax Bonds.
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TABLE 4
Outstanding Supplemental Severance Tax Bonds

Supplemental Severance Tax Bonds, Series 2015B $40,365.000
Total $40.365,000

Source: New Mexico State Board of Finance.

The following tables set forth actual and projected results for the Bonding Fund including
receipts, disbursements, debt service requirements, transfers and projected debt service coverage ratios.

TABLE 5
Severance Tax Bonding Fund
Receipts, Disbursements and Transfers
Fiscal Year Ended June 30 ()@
(Dollars in thousands)

2016 2017 2018 2019 2020
Beginning Balance $152,086 $£160,886 $195,785 $218,476 $236,399
Receipts:
Taxes:
0Oil and Gas Severance Tax 289,063 327,403 447411 655,934 674,440
Other Minerals Severance Taxes 10.102 8.334 6.926 5.677 5.858
Total Severance Taxes ) 299.165 335.737 454337 661.611 680,298
Other Income:
Interest on Investments 9,292 9,716 10,788 21,110 18,011
Other financing sources 1.483 9,432 5,920 4,202 3,412
Total Other Income 10.775 19,148 16.708 25313 21423
Total Receipts 309.940 354,884 471,047 686,924 701,721
Disbursements:
Senior Bond Debt Service 142,085 141,063 142,160 145,381 146,969
Senior Short-term Obligations™ 8,615 38,466 28,891 74,837 307,186
Supplemental Bond Debt Service 13,842 19,026 20,474 21,142 21,413
Supplemental Short-term Obligations'® 127,290 120,443 139,224 181,527 254,551
Costs of Issuance and Other Charges 841 987 580 659 376
Total Disbursements 292,672 319.985 331,330 423,545 730,496
Transfers:
To Severance Tax Permanent Fund 8.468 - 117,027 245455 31,873
Total Transfers 8.468 == 117,027 245,455 31,873
Ending Balance, June 30 $160,886 $195,785 $218.476 $236,399 $175,752

Al receipts, expenditures and balances exclude amounts in rebate accounts retained for potential arbitrage rebates. Figures may not add due to rounding,

) Proceeds and expenditures attributable to refunding bonds are excluded from this table because such proceeds and expenditures are reserved for payments on
appropriate refunding bonds and are not available for debt service payments on other Severance Tax Bonds.

) Reflects severance taxes collected and accrued on a cash basis. Effective July 1, 2017, the State of New Mexico began accounting for such receipts on a modified
accrual basis. All severance tax collections in this official statement are shown on a cash basis.

WThe Board issues short-term Severance Tax Notes and Supplemental Severance Tax Notes to fund authorized projects. The notes are sold to the State Treasurer and
retired within the same Fiscal Year.

Source: New Mexico State Board of Finance based on the Statewide Human Resources, Accounting, and Management Reporting System (the “SHARE System ")
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TABLE 6
Severance Tax Bonding Fund Projected Receipts
Fiscal Year Ending June 30 "
(Dollars in thousands)

2021 2022 2023 2024 2025

Severance Tax Bonding Fund Receipts
Taxes: Natural Gas $ 106,427 $120,066 $127,299  $129,701 $134,505
Oil 529,928 572.566 590.839 596,930 653.454
Subtotal-Oil & Gas Severance Tax 636,354 692.632 718,139 726,632 737.526

Other Severance Taxes

Coal 4,500 4,500 4,500 4,500 4,500
Other Minerals 1,500 1,500 1,500 1,500 1,500
Subtotal-Other Severance Tax 6,000 6,000 6,000 6,000 6,000
Investment Earnings 8,000 8,000 8,000 8,000 8,000
Other Income 4,000 .4.000 4,000 4,000 4,000
Total Receipts $654,355  $710,632  $736,139  $744,632  $755,526

(1 Columns may not add due to rounding.
Source: New Mexico Department of Finance and Administration.

See also, “NATURAL GAS PRODUCTION AND SEVERANCE TAX REVENUE—Projections
of Severance Tax Revenues from Natural Gas” and “OIL PRODUCTION AND SEVERANCE TAX

REVENUE—Projections of Severance Tax Revenues from Oil” herein.

[Remainder of page intentionally left blank]
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TABLE 7
State of New Mexico Severance Tax Bonds
Projected Cash Receipts, Debt Service Requirements and Coverage

Projected
Fiscal Year Projected Scheduled Senior Debt Scheduled Projected
Ending STBF Senior Debt Service Supplemental  Supplemental
June 30 Revenues Service"? Coverage Debt Service” Coverage
2021 $654,354,956 $136,901,091 4.78x $20,591,400 4.15x
2022 710,632,050 141,446,152 5.02 9,121,125 4.72
2023 736,138,500 164,911,275 4.46 9,122,500 4.23
2024 744,631,500 156,114,675 4.77 9,124,625 4.51
2025 755,526,375 137,097,500 5.51 9,121,625 5.17
2026 809,954,918 118,621,750 6.83 9,122,500 6.34
2027 843,417,141 99,622,125 8.47
2028 857,290,436 83,830,500 10.23
2029 857,290,436 68,725,750 12.47
2030 857,290,436 52,923,500 16.20
2031 849,904,867 52,918,500 16.06
2032 704,503,125 40,297,875 17.48

() Excludes debt service on refunded bonds which will be payable from escrowed securities and severance and supplemental
severance tax debt obligations sold to the State Treasurer which are retired within the same Fiscal Year.

@) Scheduled Senior Debt Service and Scheduled Supplemental Debt Service as of the date of this Official Statement,
including debt service on the Bonds; all other dollar amounts reflect projections as of February 2021.

Sources: New Mexico State Board of Finance and Fiscal Strategies Group

See also, Table 6 entitled “Severance Tax Bonding Fund Projected Receipts™ above.

SEVERANCE TAX REVENUE

The minerals extracted from the State that contribute the largest portion of Severance Tax
revenues are natural gas, crude oil and coal. Severance Taxes from natural gas and crude oil together
accounted for 99.14 percent of Fiscal Year 2020 Bonding Fund tax receipts. This percentage is calculated
net of applicable intergovernmental tax credits.

The State’s Energy, Minerals, and Natural Resources Department (“EMNRD”) records and
generates data on mineral resources in the State. EMNRD produces annual reports on the State’s mineral
resources. The TRD compiles reports of taxable volume, value, deductions and tax receipts by commodity
and land type. The State Consensus Revenue Estimating Group (“CREG”) is composed of economists
from the executive and legislative branches of New Mexico state government. CREG’s annual production
estimates are made jointly by the Department of Finance and Administration (the “DFA™), the TRD, the
Department of Transportation and the Legislative Finance Committee. The DFA uses these price and
volume estimates as well as national price forecasts to project Severance Tax receipts. See “APPENDIX
C—FORM OF ATTORNEY GENERAL’S NO LITIGATION LETTER” for a discussion of pending
litigation and other proceedings concerning the collection of Severance Taxes.

Severance Tax Collections and Reporting
Operators, purchasers and working interest owners are required to submit monthly reports to the

Taxation and Revenue Department (the “TRD”) showing the total value, volume and kind of products
sold from every production unit each month. Taxes must be paid at the same time and are due 55 days
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after the month of production. Each production report must be accompanied by a company identification
number, which facilitates automated processing of return information. Production and associated tax
liability are reported by “production unit” and a designation for a well or group of wells that is assigned
by the TRD based on the master operation, property name identification and pool. A suffix is added to the
production unit number to designate the specific land type and taxing authority, including county, school
district and municipality. Fluctuations of oil and gas prices from COVID-19 and other economic factors
will impact the collection of Severance Taxes by TRD. The State producers have experienced negative
prices for both oil and natural gas in the last year and a half. Most recently in April 2020, West Texas
Intermediate oil prices saw negative prices as the world oil market suffered from both supply- and
demand-side shocks from the Saudi-Arabia and Russia oil price war and the COVID-19 containment
measures implemented in March. A return must still be filed to indicate the amount of oil and natural gas
severed with zero tax liability then associated where prices were negative. See “SEVERANCE TAX
REVENUE—2020 Economic Conditions Impacting Severance Tax” herein.

Complete reporting forms must be mailed or delivered, or their information electronically
transmitted, on or before the 25th day of the second month after the calendar month for which the report
is required. Taxpayers whose total tax liability for the month (including the oil and gas emergency school
tax, the oil and gas conservation tax and the oil and gas ad valorem tax, as well as the oil and gas
severance tax) exceeds $25,000 must provide payment by automated clearinghouse or by wire transfer on
or before the due date. Taxpayers who fail to report or pay in a timely fashion are assessed interest at the
rate established for individuals under Internal Revenue Code Section 6621 computed on a daily basis
beginning the day after the due date and continuing until the date the tax is reported or paid. A penalty is
assessed, at a rate of 2 percent per month, up to a maximum of 20 percent of the tax due, when a taxpayer
fails to pay any tax or file any report by the due date because of negligence or disregard of rules and
regulations.

The State maintains an automated tax database system, which previously had been under the
ONGARD (Oil and Natural Gas Administration and Revenue Database) system and now resides in the
GenTax system. TRD integrated the collective oil and gas severance taxes (including the natural gas
processors tax) into the GenTax system in March 2018. With the inclusion of oil and gas taxes, GenTax
now manages 29 tax programs with consistent business processes. Tax returns are pre-screened to ensure
quality and completeness before acceptance by TRD, which expedites distributions to correct
beneficiaries. Oil and gas taxpayers have increased electronic management of their account activity
through the Taxpayer Access Point (TAP), which allows for immediate posting of returns and
amendments and report access of how payments are allocated. Some ONGARD functions remain at the
State Land Office in the processing of royalty payments due to the State.

Severance Taxes received by the TRD are deposited into the Extraction Tax Suspense Fund.
Using the GenTax system, the TRD reconciles monthly information reports with the payments received to
identify the appropriate amounts to distribute to each tax beneficiary. Oil and gas severance tax amounts
that have been reconciled and as to which TRD has determined no substantive risk of protest or litigation
is present are then transferred monthly to the Bonding Fund.

2020 Economic Conditions Impacting Severance Tax Collections

Oil price volatility experienced in early 2020 from the Saudi Arabian and Russian oil price war
and the impacts of the continuing COVID-19 pandemic initially impacted oil markets. New Mexico rig
counts on September 25th, 2020, declined to 41 active rigs. That represented a 63 percent loss in rigs
since March 2020. Since September 2020 New Mexico rig counts have recovered to 70 active rigs in
May 2021, representing a 70 percent increase in rigs. The oil markets have experienced a better-than-
expected oil price recovery. According to the Energy Information Administration (“EIA”), West Texas
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Intermediate (“WTI”) oil prices reached a monthly average of $39.40 per barrel in October of 2020 and
have gained ground to $59.05 per barrel in February 2021. In March 2021, WTI prices have reached
above $05 per barrel. This recovery is being driven by expectations of overall U.S. economic recovery in
2021 due to unprecedented federal fiscal stimulus, COVID-19 case trends, increases in vaccination rates,
and oil demand recovery.

Since the pandemic began, New Mexico production experienced a slowdown in production in
May 2020 due to the halting of completion crews due to the COVID-19 pandemic. Once completion
crews returned, production resumed with producers focusing on drawing down their inventory of
completions. Producers have also focused on completing their best-producing wells. It is worth noting
that completions have been outpacing hydraulic fracturing jobs since the latter half of 2020,

Producers focusing on high producing wells, drawing down completion inventory, firming oil
demand, and a stronger oil price recovery has assisted in New Mexico oil production returning to pre-
COVID-19 levels despite lower rig counts. By the end of 2020, New Mexico was the only oil producing
state to have production recovered to pre-COVID-19 levels.

In Fiscal Year 2021 and Fiscal Year 2022, New Mexico oil prices are projected to average $43.50
per barrel and $47 per barrel, respectively. While natural gas prices are projected to average $2.45 per
mef and $2.70 per mef in Fiscal Year 2021 and Fiscal Year 2022, respectively. The February 2021
forecast, on a year-over-year basis, expects oil volumes to increase by 0.5 percent and natural gas
volumes to remain flat in fiscal year 2021. Due to the national executive and secretarial orders causing
uncertainty in the oil markets volumes are held constant for Fiscal Year 2022 while further industry,
production, and information becomes available. Detailed narrative in Appendix A-5, see¢ Fiscal Year
2021.

The above-described volatility in the oil markets impacted Severance Tax collections.
Collections are on a three-month delay, with available revenues reflecting activity from three months
prior. This means that a decline in revenues related to the oil price collapse was not realized until the very
end of Fiscal Year 2020. In fact, tax collections for Fiscal Year 2020 and Fiscal Year 2019 were
historically high. Fiscal Year 2019 revenues deposited into the Severance Tax Bonding Fund totaled
$655.9 million, while Fiscal Year 2020 revenues were $674.4 million. The average monthly deposit in
Fiscal Year 2019 and Fiscal Year 2020 (averaging $60 million) was well above the average for the
previous 10-year period ($34.2 million).

Monthly tax collections trended down for the last three months of Fiscal Year 2020, with April
and May revenues still tracking high when compared to annual average collections prior to 2019. June,
July, and August revenues, representing activity through May, were unsurprisingly lower but still not
significantly lower than revenues realized in past years in which oil prices and volumes were down.
September 2020’s deposit into the Severance Tax Bonding Fund shows an uptick in revenues from a low
reported in August 2020.

Severance Tax on Indian Land

The State can tax non-Indian oil and natural gas production on tribal land, according to United
States Supreme Court precedent in Cotton Petroleum Company v. State of New Mexico, 490 U.S. 163,
104 L. Ed. 2d 209, 109 S. Ct. 1968 (1989). The State’s authority to impose severance taxes on non-
Indian oil and natural gas production on tribal land was upheld by the United States District Court in New
Mexico in Jicarilla Apache Tribe v. New Mexico Taxation and Revenue Department, No. USDC 87-922.
In 2009, the United States District Court for the District of New Mexico held that the State may not
impose severance taxes on non-tribal operators extracting oil and natural gas on the tribal land of the Ute
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Mountain Ute Tribe. Ute Mountain Ute Tribe v. Homans, 775 F. Supp. 2d 1259 (D.N.M. 2009) (Parker,
J.). The Tenth Circuit Court of Appeals overturned the district court opinion and held that the State
severance taxes are not preempted by federal law because, among other things, the State had asserted
sufficient justification for imposing the taxes. Ute Mountain Ute Tribe v. Rodriguez, 660 F.3d 1177 (10th
Cir. 2011). The Ute Mountain Ute Tribe petitioned for an en banc review, which the court denied on
September 12, 2011. The United States Supreme Court denied the Ute Mountain Ute Tribe’s petition for
a writ of certiorari on February 21, 2012. Ute Mountain Ute Tribe v. Padilla, 132 S.Ct. 1557 (2012).

Aggregate data reporting accessible on the TRD Taxpayer Access Point (“TAP”) website based
on oil and gas tax return data indicates that natural gas production and crude oil production on Indian land
was approximately 2.4 percent and 0.8 percent, respectively, of total statewide production in Fiscal Year
2019. The TRD estimates that oil and natural gas production on Indian land generated $7.4 million in
severance tax revenues to the State in the production months corresponding to Fiscal Year 2019. On
December 30, 2014, the Navajo Nation completed the purchase of the Navajo Mine. As a result, there has
not been any coal production from the mine reported to the TRD since such purchase. No potash, copper
or CO2 is produced on Indian land.

Section 7-29C-1 NMSA 1978, enacted by the 1995 Legislature, authorized a credit against state
production and property taxes for similar taxes imposed by tribal governments. The credit applies to
crude oil and natural gas from new wells drilled on or after July 1, 1995 on land within Indian reservation
boundaries on March 1, 1995. The amount of the credit is 75 percent of the lesser of state taxes or tribal
taxes imposed. If the applicable tribal taxes were raised after March 1, 1995, then the amount of the
State’s credit is lowered. The TRD website reports that total credits claimed under this provision were
about $1.0 million in Fiscal Year 2019. About $405,000 of these credits were applied against oil and
natural gas severance tax liability. The Bonding Fund revenue projection assumes that this amount will
grow slowly in the future.

The 2001 Legislature enacted Sections 7-29C-2, 7-9-88.2 and 9-11-12.2 NMSA 1978, which
provided a similar 75 percent intergovernmental tax credit against severance tax and severance surtax on
coal mined on the Navajo Nation.

Local Law Developments Regarding Oil and Gas

Several local governments in the State have proposed or adopted laws that could have the effect
of limiting natural resource extraction in those jurisdictions. No local government in which a significant
extraction of natural resources occurs has enacted laws limiting natural resource extraction.

In 2008, Santa Fe County amended its land development code to address oil and gas exploration,
drilling, production, transportation, abandonment and remediation. The provisions of this code, while
restrictive, do not ban exploration activities and to date have not been challenged by lawsuit. In April
2013, Mora County, a county in the north central section of the State enacted a self-styled Community
Water Rights and Local Self Government Ordinance, which, among other things, states: “It shall be
unlawful for any corporation to engage in the extraction of oil, natural gas, or other hydrocarbons within
Mora County.” Several lawsuits were filed challenging the validity of this ordinance. In January 2015, a
federal district court declared the Mora County ordinance invalid based on several grounds including
violation of the Supremacy Clause and the First Amendment of the U.S. Constitution and preemption by
New Mexico oil and gas regulatory statutes. SWEPI, LP v. Mora County, 81 F. Supp. 3d 1075 (D.N.M.
Jan. 19, 2015). In March 2015, the Mora County Commission voted to repeal the ordinance. Legislation
heavily regulating oil and gas development was adopted in November 2014 in San Miguel County, also in
the north central section of the State. Legislation banning hydraulic fracturing was adopted by the city
council of Las Vegas, a municipality in San Miguel County, but was not signed and is not enforced by its
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mayor. Historically, there has been little or no oil and gas production in Santa Fe, Mora or San Miguel
counties.

To date, the proposal and enactment of local laws has not had a material effect on the amount of
severance tax revenues collected by the State. While future actions by local governments relating to
natural resource extraction are not predictable, litigation challenging any restrictive local enactments
would be a likely consequence of such actions.

NATURAL GAS PRODUCTION AND SEVERANCE TAX REVENUE
Natural Gas Reserves and Well Completions

Table 8 presents the U.S. Energy Information Administration (“EIA”) estimates of natural gas
“proved reserves” in New Mexico over the years 2009 to 2018. This is the latest data available from the
EIA. Proved reserves are estimates of recoverable volumes under existing economic and operating
conditions. They represent the narrowest measurement of energy resources. EIA updates its estimates to
reflect new information, new discoveries, and production during the year. Increases due to revisions and
new discoveries usually offset some or all of the decline due to current production.

New Mexico’s proved natural gas reserves were estimated to be 23,719 billion cubic feet (bef) at
the end of calendar year 2019 (the most recent available), a slight decrease from 25,090 bcef at the
beginning of calendar year 2019. 2019 production was estimated to be 915 bef. Additions through new
discoveries and revised estimates have offset 65 percent of the production since 2006. The current reserve
estimate represents a New Mexico reserve-to-current-production ratio of 16:1 years.

The “proven reserves-to-production” ratio is a measure analogous to inventory-to-production for
manufacturers. It represents the known resources that could be developed at today’s prices. As is the case
for other industries, oil and natural gas producers have to balance their need for adequate inventories with
the cost of exploring and developing the reserves.

Replacement of reserves by new discoveries and further development of existing formations is a
key component of the State’s long-term production forecast. New discoveries and further development are
expected to offset much of future production. As a result, annual production is expected to decline only
gradually. Over time, technological improvements like horizontal drilling, directional drilling, and
hydraulic fracturing have advanced the discovery of new reserves and the production capability for
reserves. Accounting rules in place for 2008 and prior years required companies to calculate proved
reserves based on end-of-year prices. New accounting standards adopted by the Securities and Exchange
Commission now require companies to use an annual average price. Reserves are the amounts companies
expect with reasonable certainty can be produced with current technology at current prices. Therefore, if
prices increase, all other things being equal, we would expect reserves to increase.
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TABLE 8
New Mexico Natural Gas Reserves
(Natural Gas numbers in billion cubic feet)

1

Calendar Beginning Net Additions/ Estimated Ending
Year Reserves Adjustments Production Reserves
2009 17,347 722 1,425 16,644
2010 16,644 1,226 1,341 16,529
2011 16,529 897 1,288 16,138
2012 16,138 (309) 1,276 14,553
2013 14,553 1,261 1,247 14,567
2014 14,567 3,125 1,266 16,426
2015 16,426 308 1,297 15,437
2016 15,437 220 1,283 14,372
2017 14,372 2,931 1,319 20,858
2018 20,858 3,672 1,512 25,090
2019 25,090 2,182 1,758 23,719

(M As measured by wet after lease separation. Wet after lease separation represents the volume of
natural gas that is marketable after exclusion of pentanes, hydrocarbons and nonhydrocarbons. The
presence of these chemicals renders natural gas unmarketable,

Source: Department of Finance and Administration, U.S. Energy Information Administration.

Information on oil and gas drilling activity published by the Baker Hughes Company is presented
in the graphs below. The Baker Hughes Company reports the number of drilling rigs actively exploring
for oil and gas in the United States. Over the last decade, drilling activity in New Mexico has generally
followed trends in the United States until 2016. Since 2006, drilling activity in the United States climbed
steadily until the sharp decrease of energy prices in 2009. After the 2009 price drop, oil drilling
rebounded strongly reaching new record levels near the end of 2014,

Drilling activity once again decreased sharply with a short lag following the decline in oil prices
in 2014, Since 2015, oil prices remained relatively stable until early 2020. This, in combination with
horizontal drilling, propelled New Mexico rigs to record highs in 2019. However, oil prices collapsed in
March 2020 due to the loss of oil demand from the effects of the containment measures of the COVID-19
pandemic and the supply shock caused by the recent Saudi Arabia and Russia price war. With oil prices
and oil demand collapsing, rig counts declined in 2020.

Recent increases in natural gas supply have caused a marked decline in drilling activity both
nationally and in New Mexico. According to the Baker Hughes Company, there has been a significant
shift from traditional vertical wells to horizontal wells during the last decade. The use of horizontal
drilling, combined with hydraulic fracturing, has increased production per well dramatically, albeit at a
significant additional cost to drill.
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Oil Rig Count by Calendar Year
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Total Rig Count by Calendar Year
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In 2020, economic conditions have caused oil rig and natural rig counts shown above to decrease
substantially. See “SEVERANCE TAX REVENUE—Economic Conditions Impacting Severance Tax
Collections.”

In 1999, following a joint venture between Sonat Raton and PennzEnergy Corporation for an
extensive development program in the Raton Basin in northeastern New Mexico, annual production from
the Raton Basin steadily increased until Fiscal Year 2006 when it leveled off at approximately 25.8
million cubic feet. In Fiscal Year 2017, the Raton Basin produced approximately 20.1 million cubic feet
of natural gas. In Fiscal Year 2017, production from the Raton Basin was approximately 1.6 percent of
total natural gas production in the State, the San Juan Basin produced 47.7 percent and the Permian Basin
produced 50.7 percent.

Table 9 presents information on the number of natural gas well completions in New Mexico.
Natural gas well completions have increased from 120 in 2017 to 550 and 557 in 2018 and 2019
respectively. In part this was a response to the correlation natural gas has to oil. As oil production
increases or decreases, natural gas production follows. In addition, companies have shifted their attention
to drilling oil wells because the relative value of oil compared with natural gas has increased dramatically
in recent years.
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TABLE 9
Number of Natural Gas Well
Completions by Calendar Year

Calendar Natural Gas
Year Well Completions
2010 518
2011 519
2012 390
2013 248
2014 102
2015 93
2016 78
2017 120
2018 550
2019 557

Source: New Mexico Energy, Minerals and Natural
Resources Department, Qil Conservation Division.

Natural Gas Markets

United States consumption of natural gas grew in all but one year between 1986 and 2002,
reaching 23 ftrillion cubic feet (icf) in calendar year 2002. From 2002 until 2006, total consumption
remained flat despite the growing economy. Beginning in 2006, U.S. consumption began to grow,
reaching 27.1 tcf in 2017. Since the fall of natural gas prices in 2009, the relatively low price of natural
gas has led power generators to substitute natural gas for coal. According to the EIA, after peaking around
23.0 tcf in the mid-1970s, annual production of natural gas declined in response to falling prices to a low
of 16.9 tcf in 1986. Since then production has increased steadily in response to rising prices and
technological innovations that have lowered production costs. EIA expects natural gas production to
continue to grow, total production in 2020 was 36.2 tcf.

Average annual natural gas values for the United States and New Mexico are presented in Table
10. The U.S. average references the spot price of natural gas at the Henry Hub pipeline terminal in
Louisiana. This is the price typically reported in the national news media. Prices have declined since 2017
due to the increased natural gas production associated with the boom in oil production in the recent years.

TABLE 10
Henry Hub Spot vs New Mexico Average Wellhead Price by Fiscal Year
($ per thousand cubic feet)

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Henry Hub Spot Price $4.31 $3.16 $3.57 $4.47 $3.47 $2.34 $3.11 $2.88 $2.98 $2.03
New Mexico Producers 5.50 5.00 4.37 5.13 3.78 242 3.26 291 3.26 1.90
NM as a percentage of

Henry Hub 127.6% 1582% 122.4% 114.8% 108.9% 103.4% 104.8% 101.0% 109.4%  93.6%

Sources: Department of Finance and Administration (U.S. Energy Information Administration).

New Mexico average wellhead values have exceeded Henry Hub spot prices largely because the
New Mexico average includes natural gas liquids, while Henry Hub prices represent “dry” gas only.
Natural gas liquid products are used in refining, gasoline blends, home heating (propane) and a number of
industrial applications such as the production of ethylene for plastics. As such, they are priced at a
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premium to dry gas and tend to track oil prices closely. New Mexico producers’ wellhead prices in Fiscal
Year 2020 were $1.90 per thousand cubic feet.

Natural Gas Production

Total natural gas production in New Mexico increased sharply in the early 1990s due to increased
coal seam production in the San Juan Basin then steadily declined until 2011. Natural gas production
from gas wells continued to decline at rates similar to the previous years; however beginning in 2012,
much of the decline in natural gas production from gas wells was offset by associated natural gas
production from new oil wells in the Permian Basin. In Fiscal Year 2020, production totaled 1,829 bcf.
Gross sales revenue increased steadily through 2008 as the price of natural gas continued to increase,
peaking at $12 billion. Prices fell sharply in 2009 and have remained in the range of $1.90 to $5.50 since
then, resulting in gross sales revenue of an estimated $3.5 billion in Fiscal Year 2020. Taxable production
volume, sales revenue, and average price per thousand cubic feet for Fiscal Years 2011 through 2020 are
presented in the following table.

TABLE 11
Natural Gas Subject to Taxation
Production, Revenues and Average Price
Fiscal Years 2011-2020

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Sales Volume (bef) 1,224 1,229 1,173 1,186 1,197 1,182 1,241 1,361 1,562 1,829
Gross Sales Revenues (millions) $6,805 $6,145 $5,177 $6,086 $4,494 $2.878 $3,994 $4,723 $4,389 $3.475
Gross Average Price per mef $5.50 $5.50 $4.37 $5.13 $3.76 $2.43 $3.22 $2.91 $3.26 $1.90
Net Taxable Value'" (millions) $5,223 54,689 $3,929 4,707 $1,928 $2,831 $3,403 $3,103 51,988

(1} Data reflects estimates of revenue per product prior to adjustments for penalty, interest and other adjustments.
Source: Department of Finance and Administration (the "TRD Gentax System”).

The following table sets forth the production levels of the State’s largest natural gas producers in
calendar year 2020 through the month of July (the most recent available).

TABLE 12
Ten Largest Natural Gas Producers
in New Mexico and Production in 2020

Thousand

Cubic Feet
HILCORP Energy Company 324,227,224
EOG Resources Inc. 181,979,314
Devon Energy Production Company, LP 180,968,804
COG Operating, LLC 134,305,700
OXY USA, Inc. 117,210,107
Mewbourne Oil Company 106,435,139
Chevron U.S.A. Inc. 99,232,642
XTO Energy, Inc. 65,485,071
Cimarex Energy Company 56,947,248
XTO Permian Operating, LLC 56,876,549

Source:  New Mexico Energy, Minerals and Natural Resources Department, Oil
Conservation Division.
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Severance Taxes on Natural Gas

Severance taxes are levied by State statute on the sale or transport out of state of natural gas
produced in the State. State taxation of minerals production for the General Fund began as early as 1933.
The Severance Tax Bonding Act earmarked a portion of the existing severance tax to pay debt service on
severance tax bonds, with remaining revenues previously going to the General Fund. The severance tax at
that time was 2.5 percent of the marketable sales value, with deductions allowed for royalties to
governments and for certain processing and transportation expenses. Beginning in 1973, the Severance
Tax Permanent Fund was created, receiving excess severance tax revenues not required for debt service
payments.

The tax rate was increased to 3.75 percent of value in 1974, Beginning in 1977, the tax rate was
converted to a per unit basis, $0.05 per mef of natural gas, with a deduction allowed for royalties to
governments. A surtax was added, equal to the base tax rate times the percentage increase in the
Consumer Price Index (CPI) from the base year. This surtax rate was updated annually. The base tax rate
was increased to $0.087 per mef in 1980, and the surtax provision continued to apply.

By July 1, 1986 the surtax had reached $0.076 and the total tax rate was $0.163 per mcf. With the
sharp decline in wellhead natural gas prices in 1986, the effective severance tax rate was over 8 percent of
gross sales value. The combined effective tax rate on natural gas production, including General Fund
taxes, was over 11 percent, significantly higher than in neighboring natural gas-producing states. The
1987 Legislature responded to declining prices by converting the tax to 3.75 percent of value on a phased
in basis. Beginning July 1, 1990, the new tax rate applied to all production.

In 1995, lower severance tax rates for certain categories of production were enacted. A 10-year
exemption from Severance Taxes was provided for production from previously non-producing wells
(“restoration”). A 50 percent rate reduction was provided for incremental production from a qualifying
work over project (“recompletion™).

In response to sharply lower oil prices and declining production of oil and associated natural gas,
new severance tax incentives for production from recompletion wells and stripper wells were enacted in
1999. For natural gas, a stripper well is defined as one having average daily production of less than
60,000 cubic feet per day. For oil wells, the threshold is 10 barrels per day. Instead of a 50 percent rate
reduction (from 3.75 percent to 1.875 percent) for the incremental production from recompletion wells, a
tax rate of 2.45 percent was applied to all production from qualified wells. For stripper well production,
the 1999 legislation introduced a sliding scale of applicable tax rates, depending on the prevailing taxable
value of products.

The following table summarizes incentive tax rates applied to various categories of oil and natural
gas production in New Mexico as of Fiscal Year 2020. Although the State offers reduced severance tax
rates for several categories of production, prices are expected to be above the statutory price threshold
through the forecast period, so none of these incentives are assumed to apply. Should prices decline in the
future, some of these incentives may become applicable again.
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TABLE 13
Qil and Natural Gas Tax Incentive Programs

Threshold Price Qualified Production
Below Which As a Percent of
Incentive Category Incentive Tax Rate Incentive Rate Applies Fiscal Year 2020 Total

Production Restoration Project 0.00%@ $24.00 per barrel® 0.0% Oil

0.0% Natural Gas
Well workover wells 2.45% $24.00 per barrel® 0.0% Oil

0.0% Natural Gas

Stripper wells 1.88% $1.15 per mcf-Gas™ 0.0% Natural Gas
$15.00 per barrel-Qil® 0.0% 0Oil

2.81% $1.35 per mcf-Gas'¥) 0.0% Natural Gas
$18.00 per barrel-Oil® 0.0% Oil
Enhanced oil recovery 1.88% $28.00 per barrel® 0.0% Oil

' No oil or natural gas volumes are expected to qualify for these incentives during the period because average taxable
value exceeds the threshold levels.

@) The incentive rate applies for 10 years after the restoration project is completed. Each year’s production is tested
against the threshold price.

G) Twelve-month average price for West Texas Intermediate crude oil as reported on Oil Postings for last day of each
month.

™ Average annual taxable value of natural gas or oil sold in New Mexico during the preceding calendar year.

Source: Sections 7-294 and 7-29B NMSA 1978

Projections of Severance Tax Revenues from Natural Gas

The natural gas price outlook is prepared by the DFA using analysis by CREG, as well as
forecasts by the EIA, Moody’s Analytics economic forecasting services, and public information about
NYMEX futures contracts.

For Fiscal Year 2020, New Mexico producers received an average price of $1.90 per mcef, lower
than the $2.96 in Fiscal Year 2019. In the February 2021 severance tax revenue forecast, the DFA
assumed an average price for Fiscal Year 2021 of $2.45 per mcf and $2.70 per mef for Fiscal Year 2022.
Continued oversupply of natural gas has depressed prices nationally and at the State level. While prices
were above $3.00 per mef in early 2019, prices have had a downward trajectory as Natural gas production
has a strong correlation with the energy industry’s production of oil. Natural gas prices have remained
low through 2019 and declined further in 2020. The forecast of gradual price increase in Fiscal Year 2021
is based on increased demand with national economic growth and increased export of liquefied natural
gas (LNG), as well as decreased supply as low prices curtail natural gas drilling activity nationally. In
addition, some fuel-switching to natural gas is expected as natural gas-fired power plants become the
preferred source for new electricity generation facilities due to environmental concerns with alternative
power sources. These prices reflect the full value of all natural gas products, including natural gas liquids.

Natural gas volume production increased slightly in Fiscal Year 2020 to 1,829 bcf as compared to
1,633 bef in Fiscal Year 2019. In February 2021, the DFA’s severance tax revenue forecast assumed that
natural gas production would remain flat in Fiscal Year 2021, Fiscal Year 2022, and Fiscal Year 2023.

The severance tax base for natural gas is defined as the wellhead value less deductions for the

expense of processing and transporting product to the first point of sale. In addition, deductions are
allowed for royalties paid to governmental entities (federal, state and tribal). The deduction percentage
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has averaged around 30 percent to 40 percent in recent years, thus the rate used for the DFA’s severance
tax revenue forecast averages between 31 and 32 percent.

Despite the decline in natural gas drilling, natural gas production continues from pre-existing gas
wells and associated gas from oil wells, albeit at a decreasing rate. Overall New Mexico severance tax
revenues have increasingly been driven by oil instead of natural gas. In fact, in Fiscal Year 2020, oil
production constituted an estimated 87.7 percent of total taxable value, an increase from 80 percent in
Fiscal Year 2019.

The table below sets forth the DFA’s five-year projection for natural gas volume, price, and
severance tax revenues for Fiscal Years 2021 through 2025.

TABLE 14
New Mexico Natural Gas Volume, Price and Severance Tax Projections
Fiscal Years Ending June 30

2021 2022 2023 2024 2025

Natural gas sales (bcf) 1,830 1,830 1,830 1,830 1,830

Average sales price ($ per mcf) $2.45 $2.70 $2.65 $2.70 $2.80
Severance taxes on natural gas (in

thousands) $106,427 $120,066 $127,299 $129,701 $134,505

Source: New Mexico Department of Finance and Administration.

OIL PRODUCTION AND SEVERANCE TAX REVENUE
Oil Reserves and Production

The table below presents the EIA’s estimate of oil “proven reserves” from 2010 to 2019. This is
the latest data available from the EIA. Proven reserves are those a company believes with reasonable
certainty can be produced with current technology at current prices. They represent the narrowest
measurement of the country’s energy resources. Each year the EIA updates its estimates to reflect new
information, new discoveries and production during the year. The EIA reports on proven reserves of
crude oil in the State on the basis of company surveys. Accounting rules in place for 2008 and prior years
required companies to calculate proved reserves based on end-of-year prices. New accounting standards
adopted by the Securities and Exchange Commission now require companies to use an annual average
price.

Production remained relatively flat at approximately 60 million barrels beginning in 2006 and
continuing through 2008. Beginning in 2009, production began to increase steadily, reaching highs of 147
million barrels in 2016. In 2017, New Mexico began experiencing a boom in production due to the
conducive nature of horizontal drilling and the geology in the Permian basin. According to EIA data,
estimated New Mexico production grew from 172 million barrels in 2017 to 329 million barrels in 2019.
This represents an increase of 91 percent in oil volume production from 2017 to 2019. Production further
increased in 2020 by 15 percent up to 379 million barrels.

The Saudi Arabia and Russia oil price war and COVID-19 health crisis have subjected the oil
industry to both supply and demand-side shocks in 2020. The oil industry has struggled to adjust in the
early part of 2020, however, in the second half of the year, a better-than-expected oil price recovery began
towards the end of the calendar year.
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TABLE 15
New Mexico Oil Reserves

Crude Oil
Beginning Additions/ Estimated
Year Reserves Adjustments Production Ending Reserves
2010 700 188 65 823
2011 823 114 71 866
2012 866 184 85 965
2013 965 309 103 1,171
2014 1,171 430 125 1,476
2015 1,476 156 146 1,486
2016 1,486 210 147 1,549
2017 1,549 363 160 2,581
2018 2,581 472 236 3,240
2019 3,240 401 300 3,456

(' Barrels in millions.
Source: Department of Finance and Administration (U.S. Energy Information Administration)

Potential new development of oil resources is indicated by exploration and drilling activity.
Secondary or tertiary recovery projects (water or carbon dioxide injection) typically require new
development wells. The number of well completions are a partial indicator of increased exploration and
drilling activity. Table 16 presents oil well completions during the period 2010 through 2019. The
successful application of horizontal drilling, hydraulic fracturing, and longer average lateral leg length in
the Permian Basin has resulted in significantly larger volume production per well.

TABLE 16
Number of Oil Well Completions by
Calendar Year

Calendar Well
Year Completions
2011 1,406
2012 1,388
2013 1,315
2014 1,312
2015 813
2016 425
2017 436
2018 627
2019 635
2020 564

Source: New Mexico Energy, Minerals and Natural
Resources Department, Oil Conservation Division.

The following table sets forth the production levels of the largest oil producers in the State in
calendar year 2020 through the month of July (the most recent available).
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TABLE 17
Ten Largest OQil Producers in New Mexico and Production in 2020

Barrels
EOG Resources Inc. 59,699,207
Devon Energy Production Company LP 44,836,452
COG Operating LLC 37,494,137
OXY USA, Inc. 34,073,138
Mewbourne Oil Company 27,772,784
XTO Energy, Inc. 16,456,358
Chevron U.S.A., Inc. 15,531,877
Matador Production Company 13,517,274
XTO Permian Operating LLC 13,460,648
Cimarex Energy Company 10,033,653

Source: New Mexico Energy, Minerals and Natural Resources Department, Oil
Conservation Division.

Severance Taxes on Qil

Severance taxes are levied on oil on the basis of sales value at the time of either sale or
transportation from the State. Information on oil sales occurring in the last ten Fiscal Years are presented
in the following table.

TABLE 18
Qil Subject to Taxation
Production, Revenues and Average Prices
Fiscal Years 2011-2020

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Sales Volume (bbl in millions) 67.0 79.7 93.8 113.5 142.4 147.2 156.0 205.3 301.2 367.8
Gross Sales Revenues (millions) $5,547 $7.144 38,047 510,795 $8.631 $5,589 56,988 $11,307 515,513 $16,193
Gross Average Price per bbl $84.20  $89.64 $85.82 $95.13 $60.64 $37.96 $44.81 $55.08 $51.62 $43.75
Net Taxable Value "' (millions) $4,958 $6.380  $7.211 $9.580 $7.601 $4,904 $6,150 $9,948 $13.626 S14.210

(' Data reflects estimates of revenue per product prior to adjustments for penalty, interest and other adjustments.
Source: New Mexico Taxation and Revenue Department, Tax Analysis, Research and Statistics Office (GenTax, sales month basis as of May 2021)

The severance tax rate on oil was increased to 3.75 percent of sales value in 1974. Beginning in
1977, the rate was converted to $0.45 per barrel, with a surtax indexed to the CPI. In 1980, the tax rate
was converted back to 3.75 percent of value.

In 1992, a 50 percent reduction of the severance tax rate applied to oil produced through
enhanced recovery methods was enacted. Enhanced methods include carbon dioxide miscible fluid
displacement, water flood, pressure maintenance and thermal methods. The reduced rate applies to all
production from an enhanced recovery project following certification of a positive production response by
EMNRD’s Oil Conservation Division.

In 1995, lower severance tax rates for certain categories of production were enacted. A 10-year
exemption from severance tax was provided for production from previously non-producing wells
(“restoration”). A 50 percent rate reduction was provided for incremental production from a qualifying
work over project (“recompletion”). In 1999, the incentive program was expanded to include
recompletion wells and a new incentive for stripper wells was enacted. Presently, no production qualifies
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for the incentive rates because the price of oil is above the statutory price threshold. The severance tax
revenue forecast by the DFA assumes that the incentives will not apply into the near future.

Projections of Severance Tax Revenues from Qil

Volume of Production: Production has increased in recent years, due to new technologies that
facilitate access to oil deposits in tight shale, reaching 368.1 million barrels in Fiscal Year 2020. The
DFA’s February 2021 volume projection includes an increase in annual production of 0.5 percent for
Fiscal Year 2021 to 370 million barrels. Due to the Saudi Arabia and Russia oil price war in early 2020
and the continuing Covid-19 healthcare crisis has subjected the oil industry to both supply and demand
side shocks in 2020. The February 2021 volume projections are also influenced by national executive and
secretarial orders that created uncertainty in the industry.

The February 2021 forecast, on a year-over-year basis, expects oil volumes to increase by 0.5
percent and to remain flat during the forecast period. This is due to the national executive and secretarial
orders causing uncertainty in the oil industry. Volumes are held constant for while further industry,
production, and information become available. Detailed narrative in Appendix A-35, see Fiscal Year 2021.
Updated projections are expected in the next forecast.

Prices: Over the past ten fiscal years weighted average annual oil prices received by New
Mexico producers have ranged from an estimated $38.64 in Fiscal Year 2020 to a high of $95.13 in Fiscal
Year 2014. The Severance Tax revenue forecast by the DFA in February 2021 assumes a price per barrel
of $43.50 in Fiscal Year 2021, $47.00 for Fiscal Year 2022, and $48.50 in Fiscal Year 2023. These fiscal
year price forecasts reflect sales prices from April through March due to a lag in distribution of revenues
to the Bonding Fund. Like natural gas, certain deductions for transportation and royalties are available for
o0il producers. The deduction percentage has averaged close to 12.2 percent in recent years, which is the
assumed rate in the DFA’s severance tax revenue forecast.

Revenues: The table below sets forth the DFA’s February 2021 five-year projection for oil
volume, price, and severance tax receipts for Fiscal Years 2021 through 2025. The forecasts are also net
of the Intergovernmental Production Tax Credit.

TABLE 19
New Mexico Oil Volume, Price and Severance Tax Projections
Fiscal Years Ending June 30

2021 2022 2023 2024 2025
Oil sales (million barrels) 370 370 370 370 370
Average price ($/barrel) $43.50 $47.00 $48.50 $49.00 $49.50
Severance Taxes on Qil
(in thousands) $529,928 $572,560 $590,839 $596,930 $603,021

Source: New Mexico Department of Finance and Administration.
COAL PRODUCTION AND SEVERANCE TAX REVENUE
Coal Reserves and Production
The State’s main coal-bearing strata are the Mesa Verde and Fruitland Formations in the San Juan

Basin and the Raton and Vermejo Formations in the Raton arca. Currently, all coal is being produced in
the San Juan Basin. The quality of coal located in the State ranges from high-heat content bituminous coal
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to lower rank sub-bituminous coal. Coal found in the State is relatively low in sulfur content, ranging
from 0.5 to 1.1 percent, compared to the national average of 1 to 2 percent. The State’s coal varies widely
in ash and moisture content. The majority of New Mexico coal is used for electrical generation.

According to the EIA, the State had the following estimated recoverable reserves in calendar year
2019 (the most recent available): 2,729 million short tons of underground coal and 4,000 million short
tons of surface coal for a total of 6,729 million short tons. Estimated recoverable reserves include the coal
in the demonstrated reserve base considered recoverable after excluding coal estimated to be unavailable
due to land use restrictions or currently economically unattractive for mining, and after applying assumed
mining recovery rates. The State had the following demonstrated reserve base in calendar year 2019:
6,000 million short tons of underground coal and 5,719 million short tons of surface coal for a total of
11,719 million short tons. The demonstrated reserve base includes publicly available data on coal mapped
to measured and indicated degrees of accuracy and found at depths and in coal bed thicknesses considered
technologically minable at the time of determinations.

During Fiscal Year 2020, there were three mining companies producing coal in New Mexico: El
Segundo Coal Company, LLC; Lee Ranch Coal Company; and San Juan Coal Company. The San Juan
Coal Company is owned by Westmoreland San Juan, LLC, a subsidiary of Westmoreland Coal Company.
The El Segundo Coal Company and the Lee Ranch Coal Company are owned by Peabody Natural
Resources, which has acquired contracts to produce coal in mines formerly operated by Chevron. Output
from the Lee Ranch Coal Company was an estimated 0.4 million tons in Fiscal Year 2017, up 346 percent
from Fiscal Year 2016. Since Fiscal Year 2017, there has been no reported taxable coal output from the
mine. In Fiscal Year 2020, the El Segundo Coal Company produced an estimated 5.1 million tons of
coal, down 24 percent from Fiscal Year 2016. In December 2013, a fourth mine, the BHP Navajo Mine,
was sold by BHP Billiton, the parent company of BHP Navajo Coal Company, to the Navajo Transitional
Energy Company (NTEC) a Navajo Nation-owned company established for the purpose of acquiring the
Navajo Mine. Output from the Navajo Coal Company was 8.5 million tons in Fiscal Year 2013, the last
full fiscal year prior to the sale of the mine.

On April 13, 2016, Peabody Energy Corporation (and various affiliates and subsidiaries,
including Peabody Natural Resources) filed a Voluntary Petition with the U.S. Bankruptcy Court under
Chapter 11 of the U.S. Bankruptcy Code. See In re Peabody Energy Corp., (No. 16-42529, U.S.
Bankruptcy Ct., E.D. Mo.). On March 17, 2017, the Bankruptcy Court confirmed the Debtors’ Plan of
Reorganization and Peabody Energy emerged from bankruptcy. The operations of the Lee Ranch and El
Segundo Mines were not impacted by the filing. Peabody Energy has updated its financial assurance for
the mines by replacing the self-bonds with surety bonds.

Currently, the El Segundo Coal Company has long-term coal agreements with Arizona Public
Service Company and Tucson Electric Power. At the time that the El Segundo Mine commenced
operations, the Tucson Electric Power Company expected to take 3 million tons per year for 20 years for
its Springerville Generating Station and Arizona Public Service Company expected to take as much as 4
million tons of coal per year for 19 years for its Cholla Generating Station in eastern Arizona. Arizona
Electric Power Cooperative and Western Fuel Association are supplied coal under shorter-term contracts.
Western Fuel Association supplies and transports coal on its rail line from the El Segundo Coal mine to
the Escalante Generating Station. The Tri-State Generation and Transmission Association announced in
January 2020 the closure of the Escalante Generating Station near Prewitt, New Mexico by the end of
2020. Based on EIA reports, in calendar year 2019 the El Segundo mine supplied approximately 650
thousand short tons to the Escalante Generation Station. Due to the Western Fuel Association rail line,
options exist for transporting coal from the El Segundo Mine to other possible consumers.
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All of the coal produced by San Juan Coal Company goes to the San Juan Generating Station,
which is a mine-mouth (built close to a coal mine) power plant owned by the Public Service Company of
New Mexico and other utilities. Output from the San Juan Coal Company was an estimated 6.2 million
tons in Fiscal Year 2017, up 10 percent from Fiscal Year 2016. Westmoreland San Juan, LLC of
Englewood Colorado assumed operations of the San Juan Mine from BHP Billiton Marketing Inc. on
February 1, 2016. At the same time, Public Service Company of New Mexico announced an agreement
with Westmoreland Coal Company to extend the San Juan Mine coal supply contract for the San Juan
Generating Station from 2017 to 2022. In Fiscal Year 2020, output from the mine was an estimated 2.7
million tons down 1 percent from Fiscal Year 2019. The drop from 2017 to 2020 comes in part from the
deactivation of two of the four units at the San Juan Generating Station (see further discussion below).

In December 2015, New Mexico’s Public Regulation Commission approved by a 4-1 vote a plan
to reduce air emissions at the San Juan Generating Station in compliance with federal requirements under
the Clean Air Act. The plan includes the installation of additional emission control technology at two coal
fired generating units, the retirement of two other coal fired generating units by year end 2017 and the
construction of a natural gas power generator. The Public Service Company of New Mexico
decommissioned the two coal fired generating units as scheduled in December of 2017. Nuclear power
from the Palo Verde Generating Station in Arizona will provide energy to make up for the loss from the
two retired coal units, On April 1, 2020, the Public Service Company of New Mexico received a
unanimous vote from the New Mexico Public Regulation Commission supporting it application to cease
operations at the San Juan Generating station by June 30, 2022 and recover its investments through bond
sales. Further plans for replacing electricity generation from the San Juan Generating Station still need to
be approved by the Public Regulation Commission. There is still reported investment interest in the San
Juan Generating Station to maintain operations and apply carbon-capture technology.

Severance Tax and Severance Tax Surtax Revenue on Coal

Severance taxes have been levied on coal production in New Mexico since 1937, The severance
tax is set at a fixed rate of $0.57 per ton of surface coal and $0.55 per ton of underground coal. By
statute, the surtax is calculated each year based on the Producer Price Index for coal and cither increases
or remains constant from the previous year. In Fiscal Year 2015, the surface-mined surtax rate was $1.28
per short ton and the underground-mined surtax rates was $1.23. These rates have remained unchanged in
Fiscal Years 2016 through 2020. In the last six years, all coal mined underground has always met
exemptions from the surtax. In the last five years, all surface mined coal has also met exemptions. These
exemptions are the result of renegotiations of long term mine-mouth contracts, which, under statute
requirements, have resulted in all current coal production being exempt from the surtax.

Table 20 sets forth data on coal production, prices, revenues and average tax rates for the past
five fiscal years. The recent decline in sales volume is attributable to the closure at the end of 2017 of
two of the four coal-fired units at the San Juan Generating Station. The sale of the Navajo Mine to the
tax-exempt Navajo Nation in Fiscal Year 2014 contributed to declines in 2015 as compared to 2014. The
decrease of the Intergovernmental Tax Credit for coal to $0 in Fiscal Year 2015 and Fiscal Year 2016 also
coincides with the purchase of the Navajo Mine by the Navajo Nation.

As reflected in the table, gross average prices have ranged from a low of $28.54 per ton in Fiscal
Year 2017 to a high of $35.41 per ton in Fiscal Year 2018. Output in short tons over the past five years
has dropped from 12.1 million in Fiscal Year 2016 to 7.9 million in Fiscal Year 2020. Total coal sales are
expected to continue to decline gradually due to increased competition from other electricity sources,
environmental concerns and closure of coal-fueled power plants. Sales and tax revenue reflect the drop in
production and exemptions from the surtax. In Fiscal Year 2016, all severed coal was exempt from the
severance surtax, thus contributing to the 18.4 percent decline in 2016 tax revenue. In Fiscal Year 2018
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tax revenues were $5.3 million, approximately 17 percent lower than Fiscal Year 2017 as a result of a 17
percent drop in production despite higher average coal prices. Fiscal Year 2020 tax revenues were $4.4
million, 4 percent lower than Fiscal Year 2019 following a 4 percent drop in coal production.

The table below sets forth data on coal production, pricing and average tax rates for the past five
fiscal years.

TABLE 20
Coal Production, Prices, Revenues, and Taxes
Fiscal Years 2016 to 2020V

2016 2017 2018 2019 2020

Production:

Total Sales Volume (tons) 12,124,191 11,454,740 9,503,353 8,196,188 7,855,213
Surface Mined Surtax Exempt 6,501,537 5,256,770 5,241,877 5,433,328 5,121,916
Surface Mined Non-Exempt - - - - -
Underground Mined Surtax Exempt 5,622,653 6,197,970 4,261,476 2,762,360 2,733,297

Prices:

Weighted Average Price per Ton for All Coal $33.83 $28.54 $35.41 $35.58 $34.60

Sales Revenue:

Total Sales Revenue $410,140,009 $326,892,275 $336,486,800  $291,592,581  $271,793,572

Taxes Collected and Intergovernmental Tax

Credits (ITC):

Gross Severance Tax and Severance Surtax Due $6,798,336 56,405,242 $5,331,682 34,616,581 54,422,809

Intergovernmental Tax Credit (ITC) - - - - --

Net Severance Tax and Severance Surtax
Liability (Net of ITC) $6,798,336 $6,405,242 $5,331,682 $4,616,581 $4,422,809

Effective Taxes (Net of ITC):

Effective Tax Rate 1.66% 1.96% 1.58% 1.58% 1.63%

Effective Tax per Ton for all Coal (Net of ITC) $0.56 $0.56 $0.56 $0.56 $0.56

1} Totals may not sum due to rounding. Historical numbers have been updated to reflect amended returns.
Source: New Mexico Taxation and Revenue Department, Tax Analvsis, Research and Statistics Office (the “GenTax System ”).

OTHER MINERAL PRODUCTION AND SEVERANCE TAXES
Carbon Dioxide

The Bravo Dome carbon dioxide (“CO2”) field encompasses 1.2 million acres in Harding, Union
and Quay Counties in the northeastern area of the State. It contains estimated resources of 16.3 trillion
cubic feet (“tcf”), of which 7.0 tef to 10.6 tcf are considered economically recoverable. Although the
State has long produced limited quantities of liquid and solid CO2 for use in the food and the engineering
industries, the main commercial value of CO2 deposits is derived from the use of the product in its
gascous form in enhanced oil recovery projects in the Permian Basin of Texas and New Mexico. Future
sales ultimately will depend on the CO2 requirements of such projects and on the State’s proportion of the
market, which is shared with Colorado’s Sheep Mountain and Little Sheep Mountain, McElmo Dome and
Doe Creek Fields. Sales of CO2 were approximately 85.9 bef in Fiscal Year 2019, decreasing from 87.0
bef in Fiscal Year 2018. The weighted average wellhead price of CO2 sales for Fiscal Year 2019 was
$1.05 per mef reported at the production facility, an increase of $0.03 from $1.02 per mef during Fiscal
Year 2018. Severance Taxes on CO2 are levied at the rate of 3.75 percent of taxable sales value.
Weighted average deductions were 35.8 percent in Fiscal Year 2019.
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Other Minerals

Many other minerals and natural resources are taxed in the State upon their severance from the
earth or, in some cases, their sale or shipment. Existing tax rates are listed in Table 21. In many cases,
flat percentage deductions are allowed to account for certain production costs. The result is that the gross
value is a percentage of the “full value.” The “full value,” in turn, is sometimes based upon published
prices rather than actual revenues. Generally, for products with a price at the point of production, value is
that price less deductions allowed for actual costs for hoisting, loading and crushing of up to 50 percent of
price. For products that must be processed before sale, deductions are allowed for cost of processing and
freight charges to the point of sale. Several exceptions apply, as detailed below.

For potash, the gross value is 40 percent of the posted field or market price, less those actual
expenses of hoisting, crushing and loading necessary to place the severed product in marketable form and
at a marketable price, but allowable deductions may not exceed 50 percent. The gross value for each type
of potash and potash product requiring processing or beneficiation (other than sizing) is 33.33 percent of
the proceeds realized from the sale of muriate of potash and sulphate of potash magnesia, as standard
grades, and 33.33 percent of the value of such products consumed in the production of other potash
products, less 50 percent of such reported value as a deduction for expenses of hoisting, loading, crushing,
processing and beneficiation.

Gross values for copper, lead, zinc, gold and silver are 66.66 percent of specified Comex, London
Metal Exchange cash price, London Metal Exchange Final and London spot, U.S. Equivalent,
respectively, as published in Metals Week. The gross value for gold is the sales value established from
published price date of the quantity of gold recoverable from the concentrate or other product which is
sold or is shipped, transmitted or transported out of New Mexico without sale. The gross value for silver
1s 80 percent of the sales value established from published price date of the quantity of silver recoverable
from the concentrate or other product which is sold or is shipped, transmitted or transported out of New
Mexico without sale. For molybdenum, gross value is the value of molybdenum contained in
concentrates shipped or sold from a mine site, but in no event shall it be less than market value. For
copper, lead, zinc, gold, silver and molybdenum, deductions of 50 percent of the sales value are allowed
for the expenses of hoisting, loading, crushing, processing and beneficiation, regardless of actual
expenses incurred.

For sand and gravel, in the absence of substantial evidence of a different posted field or market
price, it is presumed that the gross value is $1.75 per ton. In the absence of evidence of lower deductible
expenses, the maximum 50 percent deduction will be allowed. In determining taxable value, rent and
royalty payments to the federal government or the State government are deductible from gross value.
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TABLE 21
Severance Tax Rates on Other Minerals

Fiscal Year Fiscal Year Gross Value
2020 2019 as Percent of
Mineral Resources Collections Collections Tax Rate Full Value
Potash $703,809 $650,776 2.500% not fixed
Copper 426,743 527,841 0.500 16.67%
Timber, Pumice, Gypsum, Clay, Fluorspar, Other 58,202 56,276 0.125 not fixed
Molybdenum - - 0.125 50.00
Lead, Zinc -- -- 0.125 16.67
Gold 22,078 14,448 0.200 50.00
Silver 3,359 2,057 0.200 30.00
Uranium Not detailed Not detailed 3.500 50.00 @

) In June 2014, Chevron Mining closed its Questa molybdenum mine in Taos County, reducing total molybdenum collections to zero in
Fiscal Year 2015 and subsequent years.

) Taxable Value as a Percentage of Full Value.

Source: New Mexico Taxation and Revenue Department, Tax Analysis, Research and Statistics Office (the “GenTax System”).

Severance tax revenue from copper, which is limited because of the statutorily defined narrow tax
base, was $426,743 in Fiscal Year 2020, down from $527,841 in Fiscal Year 2019. The average price of
copper was $2.64 per pound in Fiscal Year 2020. This average price captures a drop in worldwide copper
prices in March. As economies halted to confront the COVID-19 pandemic, global demand for copper
decreased with the subsequent drop in prices. After minimal growth in prices in April and May, June saw
a large increase in copper prices as economies have reopened. Freeport-McMoRan (“FMI”) operates four
copper mines in New Mexico, the Tyrone mine, Chino mine, Continental Mine and Little Rock Mine.
FMI lowered output from the larger Chino mine in April 2020. With the drop in copper prices and a
COVID-19 outbreak among a sector of the employees, employees were furloughed in April 2020.
However, 50 percent of FMI’s workforce at the Chino mine reported back to work in January 2021.

OTHER TAXES OF NATURAL RESOURCES NOT PLEDGED

Rates for unpledged production and property taxes on New Mexico natural resources are
summarized below. As discussed in prior sections of this Official Statement, proceeds from the Severance
Tax and the Oil and Gas Severance Tax are pledged to the Bonding Fund for payment of interest,
premium and principal of the Bonds. Proceeds of other taxes shown below are not pledged to the
payment of principal, premium, if any, or interest on Severance Tax Bonds.

Production and Property Taxes on Qil and Natural Gas

The valuation of oil and natural gas production and the assessment of the ad valorem production
tax arc based on the actual value of production on a monthly basis from September 1 to August 31. Oil
and natural gas are valued for the calendar year preceding the property tax year, as established in Section
7-32-15 NMSA 1978. For rate setting, the Local Government Division of the DFA may adjust the State
levy for changes in oil and natural gas values.

Current effective production tax rates expressed on ad valorem and unit bases are shown below.
The rates were based on data from Fiscal Year 2020 and reflect an average sales price of $44.01 per barrel
for oil and $1.90 per thousand cubic feet (mcf) for natural gas. The gross rates presented in the table
below show taxes paid as a percentage of gross sales value before subtracting allowable deductions and
tax credits. The gross tax per unit is also based on gross sales value. The net tax per unit, however, is
also based on taxable value before subtracting allowable deductions and tax credits.
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TABLE 22
Tax Rates on Qil and Natural Gas
Effective Tax Rates Applicable for Fiscal Year 2020"

Crude Oil Natural Gas
Type of Tax Ad Valorem Per Barrel Ad Valorem Per mef
Price
Oil and Gas School Tax 2.76% $1.22 2.28% $0.04
Oil and Gas Severance Tax 3.29 1.45 2.13 0.04
Oil and Gas Conservation Tax
(General Fund only) 0.17 0.07 0.11 0.00
Natural Gas Processors Tax n/a n/a 0.31 0.01
Oil and Gas Production ad
valorem Tax 1.11 0.49 0.71 0.01
Oil and Gas Production
Equipment ad valorem Tax 0.24 0.11 0.18 0.00
Total® 7.57% $3.33 5.72% $0.11
Subtotal: State Tax Only
(excludes ad valorem taxes
and Natural Gas
Processors Tax)® 6.22% $2.74 4.52% $0.09

M Excludes deductions and tax credits.

) Totals may not add due to rounding.

() Natural Gas Processors Tax is applied only to natural gas processed at natural gas processing plants in New Mexico.
Source: New Mexico Department of Taxation and Revenue.

The Emergency School Tax rate of 3.15 percent imposed on natural gas was raised to 4 percent
cffective July 1, 1993. This action was taken partially to compensate for the large decreases in revenues
due to the 1987 tax changes for natural gas. Further, it was believed that the tax increase was tolerable to
industry because of relatively higher prices. The School Tax rate imposed on crude oil continues to be
3.15 percent.

Statutory rates on oil for the Emergency School Tax (3.15 percent), the Oil and Gas Severance
Tax (3.75 percent) and the Conservation Tax (0.19 percent) are effectively reduced by deductions allowed
for trucking costs and for Federal, State and Indian royalties. In 2010, the Conservation Tax rate on oil
was increased from 0.19 percent to 0.24 percent when the average price of WTI in the previous quarter
exceeds $70.00 per barrel. The Oil and Gas Production Ad Valorem Tax and the Oil and Gas Production
Equipment Ad Valorem Equipment Tax are imposed in lieu of property taxes on mineral reserves and
equipment located on the leasehold. Tax rates applied to these tax bases are local rates and vary by
jurisdiction. The Ad Valorem Production Tax is subject to the same deductions as for School Tax,
Severance Tax and Conservation Tax. The tax base for the Oil and Gas Production Equipment Ad
Valorem Tax is the wellhead price, not reduced by the value of royalties.

Production, Sales, and Property Taxes on Coal

State production and property taxes on coal totaled approximately $9.7 million in Fiscal Year
2020, flat from Fiscal Year 2019. Coal production decreased from approximately 8.2 million tons in
Fiscal Year 2019 to 7.9 million tons in Fiscal Year 2020. The average effective tax per ton increased
from approximately $1.15 in Fiscal Year 2019 to approximately $1.22 for Fiscal Year 2020. With total
sales revenue of approximately $272 million in Fiscal Year 2020, the average effective tax was 3.58
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percent of total sales revenue. This does not include the gross receipts tax. The average burden of
production, property and gross receipts taxes on a ton of coal produced and sold during Fiscal Year 2020
is shown in the following table.

TABLE 23
Tax Burden on Coal for Fiscal Year 2020
Type of Tax Tax per Ton Effective Tax Rate Taxes Collected
Severance Tax and Surtax (Net of ITC) $0.56 1.58% $ 4,422,809
Resource Excise Tax 0.25 0.73 1,990,234
Conservation Tax 0.05 0.19 504.193
Total Production Taxes 0.86 2.50 6,917,236
Property Tax® 0.36 1.04 2,814,228
Gross Receipts Tax 1.32 3.81 10.353.744
Total Non-Production Taxes 1.68 4.85 13,167,972
Total Production and Non-Production Taxes $2.54 7.35% $ 20,085,208
Price per Ton $34.60
Total Production (Short Tons) 7.855.213
Total Value $271,793,572

1) The figures reported in this table come from TRD’s GenTax System. These figures differ from actual distributions made by
the TRD’s Financial Services Bureau, as the distributions include penalties, interest, and other modifications such as
previously unallocated or unidentified receipts. Total production is based on volumes reported on severance tax returns,
which differ from the volumes reported on resource excise tax returns.

) Property tax year began September 1, 2019, with calendar year assessments completed by May 1 per statute.

Source: New Mexico Taxation and Revenue Department, Tax Analysis, Research and Statistics Office (the GenTax System,

Financial Services Bureau and Property Tax Division’s Central Assessment Unit)

Statutory rates for the resources excise tax and the conservation tax are effectively reduced by a
deduction for Federal, State and Indian royalties. The effective severance tax rate on coal reflects the mix
of old and new contract sales and of underground and surface mines. Property tax pertains to both
equipment and production values. Fundamental differences in tax bases preclude a true comparison
between property taxes and other taxes shown above. However, property taxes are included in this
analysis to prevent understating the tax burden.

In addition to production taxes, gross receipts tax is imposed on coal produced and sold within
the State. During 2018, the most recent year for which data is available (Source: U.S. Energy Information
Administration), 67.3% of all coal produced in the State was supplied to electric power plants in New
Mexico. In Fiscal Year 2020, 56.4% of all coal produced in New Mexico was subject to gross receipts
tax. The combined state and local tax rate for Fiscal Year 2020 was 6.97% of taxable gross receipts.

BOOK-ENTRY-ONLY SYSTEM
The information in this section concerning DTC and DTC’s book-entry system has been

obtained from sources that the State believes to be reliable, but the State takes no responsibility for the
accuracy thereof.
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The information in this section concerning The Depository Trust Company (“DTC”) New York,
NY and DTC’s book-entry-only system has been obtained from DTC, and the State and the Underwriters
take no responsibility for the accuracy thereof.

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may
be requested by an authorized representative of DTC. One fully-registered certificate will be issued for
the Bonds, as set forth on the inside cover page hereof, in the aggregate principal amount of each maturity
of the Bonds and deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation™ within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U.S. and non U.S. equity issues, corporate and municipal debt issues, and money
market instruments (from over 100 countries) that DTC’s participants (“Direct Participants’) deposit with
DTC. DTC also facilitates the post trade settlement among Direct Participants of sales and other
securities transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC™). DTCC is the holding company
for DTC, National Securities Clearing Corporation & Fixed Income Clearing Corporation, all of which
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non U.S. securities brokers and dealers,
banks, trust companies and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants™). DTC has a Standard &
Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtcc.com and www.dtc.org.

Purchases of the Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in the Bonds, except in the event that use of the book entry-system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of Bonds with DTC and their registration
in the name of Cede & Co. or such other DTC nominee do not affect any change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of Bonds; DTC’s records reflect only the identity
of the Direct Participants to whose accounts such Bonds are credited, which may or may not be the
Beneficial Owners. The Direct and Indirect Participants remain responsible for keeping accounts of their
holdings on behalf of their customers.
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Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of the Bonds may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Bond documents. For
example, Beneficial Owners of the Bonds may wish to ascertain that the nominee holding the Bonds for
their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the registrar and request that copies of notices
be provided directly to them.

Redemption notices will be sent to DTC. If less than all of the Bonds within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to the State as soon as possible after the record date.
The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to
whose accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus
Proxy).

Redemption proceeds, distributions, and dividend payments on the Bonds are to be made to Cede
& Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the State or Paying Agent, on payable date in accordance with their respective holdings
shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with securities held for the accounts of customers in
bearer form or registered in “street name,” and will be the responsibility of such Participant and not of
DTC, the Paying Agent or State, subject to any statutory or regulatory requirements as may be in effect
from time to time. Payment of redemption proceeds, distributions, and dividend payments to Cede & Co.
(or such other name as may be requested by an authorized representative of DTC) is the responsibility of
the State or the Paying Agent, disbursement of such payments to Direct Participants will be the
responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the
responsibility of Direct and Indirect Participants.

A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered, through its
Participant, to Tender or Remarketing Agent, and shall effect delivery of such Bonds by causing the
Direct Participant to transfer the Participant’s interest in the Bonds, on DTC’s records, to Tender or
Remarketing Agent. The requirement for physical delivery of the Bonds in connection with an optional
tender or a mandatory purchase will be deemed satisfied when the ownership rights in the Bonds are
transferred by Direct Participants on DTC’s records and followed by a book-entry credit for tendered
Bonds to Tender or Remarketing Agent’s DTC account.

DTC may discontinue providing its services as securities depository with respect to the Bonds at
any time by giving reasonable notice to the State or the Paying Agent. Under such circumstances, in the
event that a successor securities depository is not obtained, Bond certificates are required to be printed
and delivered.
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The State may decide to discontinue use of the system of book entry only transfers through DTC
(or a successor securities depository). In that event, bond certificates will be printed and delivered to
DTC.

THE STATE WILL NOT HAVE ANY RESPONSIBILITY OR OBLIGATION TO THE
DTC PARTICIPANTS OR BENEFICIAL OWNERS.

SO LONG AS CEDE & CO., AS NOMINEE OF DTC, IS THE REGISTERED OWNER OF
THE BONDS, REFERENCES HEREIN TO THE BONDHOLDERS OF THE BONDS WILL MEAN
CEDE & CO., AND WILL NOT MEAN THE BENEFICIAL OWNERS OF THE BONDS.

When reference is made to any action which is required or permitted to be taken by the Beneficial
Owners, such reference only relates to those permitted to act by State statute, regulation or otherwise on
behalf of such Beneficial Owners for such purposes. When notices are given, they are to be sent to DTC,
and the State does not have responsibility for distributing such notices to the Beneficial Owners.

The State does not have any responsibility or obligation to the DTC Participants or the Beneficial
Owners with respect to (a) the accuracy of any records maintained by DTC or any DTC Participant; (b)
the payment by DTC or any DTC Participant of any amount due to any Beneficial Owner in respect of the
principal of and premium, if any, and interest on the Bonds; (c) the selection of the Beneficial Owners to
receive payment in the event of any partial redemption of the Bonds; (d) any consent given or other action
taken by DTC, or its nominee, Cede & Co., as Bond Owner; or (e) the distribution by DTC to DTC
Participants or Beneficial Owners of any notices received by DTC as registered owner of the Bonds.

SUMMARY OF CERTAIN PROVISIONS OF THE BOND RESOLUTION

The following summarizes certain provisions of the Bond Resolution relating to the Bonds. This
summary does not purport to be complete and reference is made to the Bond Resolution for a full and
complete statement of its provisions.

Covenants

So long as any Bonds are outstanding, the State and the Board have covenanted and agreed with
the Owners of Bonds that: (a) the State will use its best efforts to collect and deposit in the Bonding Fund
proceeds from Severance Taxes as set forth in the Severance Tax Bonding Act which, when combined
with other amounts the State Legislature, in its sole discretion, may from time to time deposit in the
Bonding Fund (including earnings required to be deposited in the Bonding Fund by Section 24 of the
Bond Resolution and similar provisions of other bond resolutions of the Board relating to Severance Tax
Bonds), will equal at least two hundred percent (200%) of the amount of the principal of and interest
scheduled to be due in each fiscal year of the State on Severance Tax Bonds, including the Bonds; (b) the
State will promptly pay the principal of and the interest on the Bonds, at the places, on the dates and in
the manner specified in the Bond Resolution and in the Bonds; (c) the State will keep proper books of
record and account, separate and apart from all other records and accounts, showing complete and correct
entries of all transactions relating to Severance Taxes, the Bonding Fund, each Project Account and the
Rebate Fund; (d) any registered Owner or Beneficial Owner of any of the Bonds or any duly authorized
agent of such registered Owner or Beneficial Owner, shall have the right, at all reasonable times, to
inspect all records, accounts and data relating to the Bonds, the collection of Severance Taxes and the
Bonding Fund; provided, however, that pursuant to NMSA 1978, Section 6-14-10E (1983), records with
regard to the ownership of or pledges of the Bonds are not subject to inspection or copying; (e) the State
will prepare annual statements or audits of collections and disbursements of Severance Taxes in sufficient
detail to show compliance with requirements of the Bond Resolution and the State will furnish a copy of
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such audit to any Owner of Bonds upon written request therefor; (f) in order to prevent any accumulation
of claims for interest after maturity, the State will not directly or indirectly extend or assent to the
extension of time for the payment of interest on any of the Bonds; (g) the State will make no use of the
proceeds of the Bonds or any funds reasonably expected to be used to pay the Bonds which will cause the
Bonds to be arbitrage bonds within the meaning of Section 148 of the Internal Revenue Code of 1986, as
amended (the “Tax Code”), or which would result in the loss of the exclusion from gross income for
federal income tax purposes of the interest on the Bonds; (h) the State (i) will take or cause to be taken
such actions which may be required of it for the interest on the Bonds to be and remain excluded from
gross income for federal income tax purposes, and (ii) will not take or permit to be taken any actions
which would adversely affect that exclusion, and the State or persons acting for it, will, if necessary to
maintain such exclusion, among other acts of compliance, (1) apply, or cause to be applied, the proceeds
of the Bonds to the purpose of the borrowing, (2) restrict the yield on investment property acquired with
those proceeds, (3) make timely rebate payments to the federal government in accordance with Section
148 of the Tax Code and the Bond Resolution, (4) maintain books and records and make calculations and
reports, and (5) refrain from certain uses of proceeds, all in such manner and to the extent necessary to
assure such exclusion of that interest under the Tax Code.

Defeasance

If the State shall pay all of the outstanding Bonds, or shall cause them to be paid and discharged
in accordance with the next paragraph of this section, or if all payments of principal of and interest on the
Bonds, due or to become due, shall otherwise be paid to the Owners of the outstanding Bonds, then the
Bond Resolution shall cease and become null and void (except for those provisions surviving in
accordance with the last paragraph of this section), and the covenants, agreements and obligations of the
Board and the State under the Bond Resolution will be released, discharged and satisfied.

All or any part of the Bonds shall be deemed to have been paid and discharged if: (1) the
Registrar/Paying Agent shall, in advance of any payment to the Owners of the outstanding Bonds, have
received and set aside sufficient moneys for the payment in full of the principal of and interest on the
Bonds, or part thereof, or (2) there shall have been placed in trust for the payment of the Bonds and
irrevocably committed to such payment, non-callable Defeasance Obligations (defined below) which are
certified by an independent public accounting firm of national reputation to be of such maturities or
redemption dates and interest payment dates, and scheduled to bear such interest, as will be sufficient,
together with any moneys on deposit with the Registrar/Paying Agent available to pay principal of and
interest on the Bonds, without further investment or reinvestment of either the principal amount or the
interest earnings on such Defeasance Obligations (which earnings are to be held likewise in trust and so
committed, except as provided herein), for the payment in full of all principal of and interest on the
Bonds, or part of the Bonds, deemed to have been paid, at their maturity.

As used in the Bond Resolution, “Defeasance Obligations™ means, as permitted by law:
(6))] direct obligations of, or obligations the full and timely payment of the principal of and
interest on which is unconditionally guaranteed by, or obligations issued by or backed by the full faith

and credit of corporations sponsored by, the United States of America;

(i1) obligations issued or guaranteed as to full and timely payment of principal and interest by
any agency or person controlled by and acting as an instrumentality of the United States of America,
pursuant to authority granted by the Congress of the United States of America; and

(iii)  obligations described in Section 103(a) of the Tax Code (a) provisions for the payment of
the principal of, premium, if any, and interest on which (1) shall have been made by the irrevocable

40



deposit, with a bank or trust company acting as a trustee or escrow agent for holders of such obligations,
of non-callable securities described in clauses (i) and (ii) above, the maturing principal of and interest on
which, when due and payable, without further investment or reinvestment, will provide sufficient moneys
to pay when due the principal of and interest on such obligations, and (2) which securities described in
clause (i) and (ii) are not available to satisfy year any other claim, including any claim of such trustee or
escrow agent or of any person claiming through such trustee or escrow agent or to whom such trustee or
escrow agent may be obligated, including claims in the event of the insolvency of such trustee or escrow
agent or proceedings arising out of such insolvency or (b) rated by either S&P Global Ratings or Moody’s
Investors Service, Inc., or similar rating agency in its highest rating category (without regard to any
refinement or gradation by numerical modifier or otherwise).

Any moneys held in trust in accordance with the defeasance provisions of the Bond Resolution
may be invested only in non-callable Defeasance Obligations having maturity dates, or having redemption
dates which, at the option of the holder of such Defeasance Obligations, shall not be later than the date or
dates at which moneys will be required for the purposes described above. Within fifteen (15) days after
any Bonds are deemed to be paid and discharged, a written notice of such deemed payment and discharge
shall be given to each registered Owner of Bonds as shown on the registration books kept by the
Registrar/Paying Agent on the date on which such Bonds are deemed paid and discharged. Such notice
shall state the numbers of the Bonds deemed paid and discharged or state that all Bonds are deemed paid
and discharged and set forth a description of the obligations held.

Notwithstanding that Bonds may be deemed to have been paid, any provisions of the Bond
Resolution which relates to the maturity of Bonds, interest payments and dates thereof, exchange, transfer
and registration of Bonds, replacement of mutilated, destroyed, lost or stolen Bonds, the safekeeping and
cancellation of Bonds, nonpresentment of Bonds, and the duties of the Registrar/Paying Agent in
connection with all of the foregoing, shall remain in effect and be binding upon the State and the
Registrar/Paying Agent until final payment of all Bonds notwithstanding the release and discharge of the
Bond Resolution. Notwithstanding any provision of the Bond Resolution to the contrary, any provisions
of the Bond Resolution which relates to the exclusion of interest from gross income for federal tax
purposes shall remain in effect and be binding upon the State and the Registrar/Paying Agent.

Amendment of Bond Resolution

The Bond Resolution may be amended or supplemented from time to time without the consent of
or notice to the holders of the Bonds for any of the following purposes: (a) before or after issuance of the
Bonds to add to, subtract from, or amend or clarify the list of Projects; (b) to cure any ambiguity,
omission, formal defect or inconsistency; or (c¢) to make any change that, in the judgment of the Board, in
reliance upon an opinion of counsel, does not have a material adverse effect on the rights of the Owners
of any Bonds; or (d) to achieve compliance with any applicable federal securities or tax laws or to ensure
the exclusion of interest on the Bonds from the gross income of the Owners of the Bonds for federal
income tax purposes or the exemption from registration under applicable federal or state securities laws,
trust indenture acts or similar laws.

Except as provided above, the Bond Resolution may only be amended or supplemented by
resolution adopted by the Board in accordance with applicable law, with or without receipt by the State of
any additional consideration, but with the written consent of the Owners of a majority in principal amount
of the Bonds then outstanding; provided, however, that no such resolution shall, without the consent of
the Owners of all outstanding Bonds, have the effect of permitting: (i) an extension of the maturity of any
Bonds; or (ii) a reduction in the principal amount of, or the rate of interest on, any Bonds; or (iii) a
reduction of the principal amount of Bonds required for consent to such amendatory or supplemental
resolution; or (iv) the establishment of priorities as between Bonds issued and outstanding under the
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provisions of the Bond Resolution; or (v) the modification of, or otherwise affecting, the rights of the
Owners of less than all of the Bonds then outstanding.

Remedies of Holders of Bonds

The registered Owners, or Beneficial Owners, of not less than twenty-five percent (25%) in
aggregate principal amount of the Bonds then outstanding may bring an action to protect the rights of the
registered Owners and Beneficial Owners of the Bonds under the Bond Resolution in any court of
competent jurisdiction, for the specific performance of any covenant or agreement contained in the Bond
Resolution or to enjoin any act or thing which may be unlawful or in violation of any right of any Owner
of the Bonds. All such proceedings at law or in equity shall be instituted, had and maintained for the equal
benefit of all Owners of the Bonds then outstanding. The failure of any registered Owner or Owners or
Beneficial Owner or Beneficial Owners of Bonds to so proceed shall not relieve the State or the Board of
any obligation to perform any duty under the Bond Resolution. Each right or privilege of such Owner and
Beneficial Owner is in addition and cumulative to any other right or privilege, and the exercise of any
right or privilege by or on behalf of any registered Owner or Beneficial Owner shall not be deemed a
waiver of any other right or privilege.

Payment of Principal and Interest

The Bonds and the interest accruing on the Bonds shall be payable and collectible out of the
Bonding Fund, which is pledged for such payment as provided in the Severance Tax Bonding Act.
Interest on the Bonds shall be payable by check or draft mailed, or by Automated Clearing House or
electronic payment sent, to their registered Owners, as shown on the registration books for the Bonds
maintained by the Registrar/Paying Agent at the address appearing in such books at the close of business
on the 15th day of the calendar month next preceding each applicable interest payment date (the “Record
Date”), or, if such date is not a business day, the first business day thereafter, or in such other manner as
may be agreed upon by the Registrar/Paying Agent and the registered Owner of a bond. Interest which is
not timely paid or duly provided for shall cease to be payable to the Owners of the Bonds (or of one or
more predecessor Bonds) as of the Record Date, but shall be payable to the registered Owners of the
Bonds (or of one or more predecessor Bonds) at the close of business on a special record date (the
“Special Record Date™) for the payment of that overdue interest to be fixed by the Registrar/Paying
Agent. The Special Record Date shall be fixed by the Registrar/Paying Agent whenever moneys become
available for payment of the overdue interest, and notice of the Special Record Date shall be given to
Owners of Bonds not less than 10 days prior to such date. The principal of and interest on the Bonds are
payable upon presentation and surrender of the Bonds without deduction for exchange or collection
charges at the office of the Registrar/Paying Agent. Principal of and interest on the Bonds are payable in
lawful money of the United States of America. If a Bond is not presented for payment at maturity, that
Bond will cease to bear interest from the date of maturity.

While registered in the name of DTC or its nominee, payments of principal of and interest on the
Bonds shall be made to DTC or its nominee as set forth in the Letter of Representations between DTC
and the State.
TRANSCRIPT AND LEGAL OPINIONS

The Board will prepare an official transcript of proceedings of the authorization and issuance of
the Bonds.

Legal matters incident to the issuance of the Bonds (see the form of opinions of Co-Bond
Counsel, attached hereto as Appendix D) are subject to the approving legal opinions of Rodey, Dickason,
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Sloan, Akin & Robb, P.A. and Sherman & Howard L.L.C., Co-Bond Counsel to the State (“Co-Bond
Counsel”). The opinions expressed by Co-Bond Counsel are based on existing law as of the delivery date
of the Bonds. No opinion is expressed as of any subsequent date nor is any opinion expressed with respect
to pending or proposed legislation. A copy of the proposed form of opinions of Co-Bond Counsel is
attached hereto as Appendix D.

Legal matters incident to the exclusion from gross income for Federal and State of New Mexico
income tax purposes of interest on the Bonds (see “TAX MATTERS” below and the form of opinion of
Tax Counsel, attached hereto as Appendix E) are subject to the approving legal opinions of Gilmore &
Bell, P.C., Tax Counsel to the State (“Tax Counsel”). Certain legal matters will be passed upon for the
State of New Mexico by Kutak Rock LLP, Disclosure Counsel. Certain legal matters will be passed upon
for the State of New Mexico by the Office of the Attorney General of the State of New Mexico.

TAX MATTERS

The following is a summary of the material federal and State of New Mexico income tax
consequences of holding and disposing of the Bonds. This summary is based upon laws, regulations,
rulings and judicial decisions now in effect, all of which are subject to change (possibly on a retroactive
basis). This summary does not discuss all aspects of federal income taxation that may be relevant to
investors in light of their personal investment circumstances or describe the tax consequences to certain
types of owners subject to special treatment under the federal income tax laws (for example, dealers in
securities or other persons who do not hold the Bonds as a capital asset, tax-exempt organizations,
individual retirement accounts and other tax deferred accounts, and foreign taxpayers), and, except for the
income tax laws of the State of New Mexico, does not discuss the consequences to an owner under any
state, local or foreign tax laws. The summary does not deal with the tax treatment of persons who
purchase the Bonds in the secondary market. Prospective investors are advised to consult their own tax
advisors regarding federal, state, local and other tax considerations of holding and disposing of the Bonds.

Opinion of Tax Counsel

In the opinion of Gilmore & Bell, P.C., Tax Counsel to the State, under the law currently existing
as of the issue date of the Bonds:

Federal Tax Exemption. The interest on the Bonds (including any original issue discount
properly allocable to an owner thereof) is excludable from gross income for federal income tax purposes.

Alternative Minimum Tax. Interest on the Bonds is not an item of tax preference for purposes of
computing the federal alternative minimum tax.

State of New Mexico Tax Exemption. The interest on the Bonds is exempt from income taxation
by the State of New Mexico.

Tax Counsel’s opinions are provided as of the date of the original issue of the Bonds, subject to
the condition that the State and the Agencies (as defined in the Bond Resolution) comply with all
requirements of the Internal Revenue Code of 1986, as amended (the “Code™) that must be satisfied
subsequent to the issuance of the Bonds in order that interest thereon be, or continue to be, excludable
from gross income for federal income tax purposes. The State has covenanted to comply with all such
requirements. Failure to comply with certain of such requirements may cause the inclusion of interest on
the Bonds in gross income for federal income tax purposes retroactive to the date of issuance of the
Bonds.
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No Other Opinion. Tax Counsel is expressing no opinion regarding other federal, state or local
tax consequences arising with respect to the Bonds but has reviewed the discussion under the heading
“TAX MATTERS.”

Other Tax Consequences

Original Issue Discount. For federal income tax purposes, original issue discount is the excess
of the stated redemption price at maturity of a Bond over its issue price. The stated redemption price at
maturity of a Bond is the sum of all payments on a Bond other than “qualified stated interest” (i.e.,
interest unconditionally payable at least annually at a single fixed rate). The issue price of a Bond is
generally the first price at which a substantial amount of the Bonds of that maturity have been sold to the
public. Under Section 1288 of the Code, original issue discount on tax-exempt bonds accrues on a
compound basis. The amount of original issue discount that accrues to an owner of a Bond during any
accrual period generally equals (1) the issue price of that Bond, plus the amount of original issue discount
accrued in all prior accrual periods, multiplied by (2) the yield to maturity on that Bond (determined on
the basis of compounding at the close of each accrual period and properly adjusted for the length of the
accrual period), minus (3) any interest payable on that Bond during that accrual period. The amount of
original issue discount accrued in a particular accrual period will be considered to be received ratably on
cach day of the accrual period, will be excludable from gross income for federal income tax purposes, and
will increase the owner’s tax basis in that Bond. Prospective investors should consult their own tax
advisors concerning the calculation and accrual of original issue discount.

Original Issue Premium. For federal income tax purposes, premium is the excess of the issue
price of a Bond over its stated redemption price at maturity. The stated redemption price at maturity of a
Bond is the sum of all payments on a Bond other than “qualified stated interest” (i.e., interest
unconditionally payable at least annually at a single fixed rate). The issue price of a Bond is generally the
first price at which a substantial amount of the Bonds of that maturity have been sold to the public. Under
Section 171 of the Code, premium on tax-exempt bonds amortizes over the term of the Bond using
constant yield principles, based on the purchaser’s yield to maturity. As premium is amortized, the
owner’s basis in the Bond and the amount of tax-exempt interest received will be reduced by the amount
of amortizable premium properly allocable to the owner, which will result in an increase in the gain (or
decrease in the loss) to be recognized for federal income tax purposes on sale or disposition of the Bond
prior to its maturity. Even though the owner’s basis is reduced, no federal income tax deduction is
allowed. Prospective investors should consult their own tax advisors concerning the calculation and
accrual of bond premium.

Sale, Exchange or Retirement of the Bonds. Upon the sale, exchange or retirement (including
redemption) of a Bond, an owner of the Bond generally will recognize gain or loss in an amount equal to
the difference between the amount of cash and the fair market value of any property received on the sale,
exchange or retirement of the Bond (other than in respect of accrued and unpaid interest) and such
owner’s adjusted tax basis in the Bond. To the extent a Bond is held as a capital asset, such gain or loss
will be capital gain or loss and will be long-term capital gain or loss if the Bond has been held for more
than 12 months at the time of sale, exchange or retirement.

Reporting Requirements. In general, information reporting requirements will apply to certain
payments of principal, interest and premium paid on the Bonds, and to the proceeds paid on the sale of the
Bonds, other than certain exempt recipients (such as corporations and foreign entities). A backup
withholding tax will apply to such payments if the owner fails to provide a taxpayer identification number
or certification of foreign or other exempt status or fails to report in full dividend and interest income.
The amount of any backup withholding from a payment to an owner will be allowed as a credit against
the owner’s federal income tax liability.
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Collateral Federal Income Tax Consequences. Prospective purchasers of the Bonds should be
aware that ownership of the Bonds may result in collateral federal income tax consequences to certain
taxpayers, including, without limitation, financial institutions, property and casualty insurance companies,
individual recipients of Social Security or Railroad Retirement benefits, certain S corporations with
“excess net passive income,” foreign corporations subject to the branch profits tax, life insurance
companies, and taxpayers who may be deemed to have incurred or continued indebtedness to purchase or
carry or have paid or incurred certain expenses allocable to the Bonds. Tax Counsel expresses no opinion
regarding these tax consequences. Purchasers of Bonds should consult their tax advisors as to the
applicability of these tax consequences and other federal income tax consequences of the purchase,
ownership and disposition of the Bonds, including the possible application of state, local, foreign and
other tax laws.

A copy of the proposed form of opinion of Tax Counsel is attached hereto as Appendix E.
LITIGATION

At the time of the original delivery of the Bonds, the Board will deliver a no-litigation certificate
to the effect that no litigation or administrative action or proceeding is pending, or, to the knowledge of
the appropriate State officials, threatened, restraining or enjoining, or seeking to restrain or enjoin, the
issuance and delivery of the Bonds, the effectiveness of the legislation authorizing the issuance of the
Bonds, the levying or collecting of any taxes for the payment of the debt service on the Bonds (other than
those cases described in Appendix C, which proceedings are not, in the opinion of the State Attorney
General, reasonably expected to have a material effect on the bondholders), or contesting or questioning
the proceedings and authority under which the Bonds have been authorized and are to be issued, sold,
executed or delivered, or the validity of the Bonds.

The State is a party to various legal proceedings secking damages or injunctive relief and
generally incidental to its operations which proceedings are unrelated to the Bonds, and to the security
therefor. The ultimate disposition of such proceedings is not presently determinable. Such proceedings are
not, in the opinion of the State Attorney General, reasonably expected to have a material adverse effect on
the Bonds or the security for the payment of the Bonds for the following reason: Severance Taxes are the
primary source of payment for the Bonds which are limited obligations of the State. See Appendix C for a
summary of litigation and administrative action or proceedings that impact Severance Taxes.

UNDERWRITING

The Bonds were purchased at competitive sale on June 17, 2021 by BofA Securities, Inc.

FINANCIAL ADVISORS

The Board has retained Fiscal Strategies Group, Inc., as Financial Advisor in connection with the
preparation of this Official Statement and with respect to the issuance of the Bonds. Fiscal Strategies
Group, Inc. has contracted with Public Resources Advisory Group (together with Fiscal Strategies Group,
Inc., the “Financial Advisors™) with respect to the issuance of the Bonds. The Financial Advisors are not
obligated to undertake, and have not undertaken to make, an independent verification or to assume
responsibility for the accuracy, completeness, or fairness of the information contained in this Official
Statement nor the information, covenants and representations contained in any of the Bond documentation
with respect to the federal income tax status of the Bonds. The Financial Advisors are independent
advisory firms and are not engaged in the business of underwriting, trading or distributing municipal
securities or other public securities. The financial advisory fee for services performed with respect to the
Bonds is contingent upon the issuance and delivery of the Bonds but is payable from the Bonding Fund.
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RATINGS

The Bonds have received ratings from S&P Global Ratings and Moody’s Investors Services as set
forth on the cover of this Official Statement. Such ratings reflect only the views of the respective
organizations. An explanation of the significance of each rating may be obtained from the rating agency
furnishing such rating. There is no assurance that such will continue for any given period of time or that
they will not be revised downward or withdrawn entirely by such rating agencies if, in the judgment of
such rating agencies, circumstances so warrant. Any downward revision or withdrawal of either rating can
be expected to have an adverse effect on the market price of the Bonds.

CONTINUING DISCLOSURE UNDERTAKING

The Board will agree, by means of a continuing disclosure undertaking (the substantial form of
which appears in Appendix F) to be delivered to the purchaser of the Bonds at closing, for the benefit of
owners of the Bonds, to provide certain annual financial information relating to the State by no later than
210 days after the end of each fiscal year of the State, commencing with the fiscal year ending June 30,
2021, and to provide notices of occurrence of certain enumerated events. The Board will further agree in
the continuing disclosure undertaking that if its audited financial statements are not provided as part of the
annual financial information, the Board will provide such audited statements when available. The annual
financial information and audited financial statements (when available) and material event notices will be
filed by the Board with the Municipal Securities Rulemaking Board (through EMMA) and with any New
Mexico State Information Depository. In the event of a failure of the Board to comply with any provision
of the continuing disclosure undertaking, any owner of Bonds (including beneficial owners of the Bonds)
may seck specific performance by court order from the First Judicial District Court in Santa Fe County,
New Mexico.

The continuing disclosure undertaking with respect to the Bonds will be in effect from and after
the issuance and delivery of the Bonds and shall extend to the earliest of: (i) the date the principal and
interest on the Bonds is paid or deemed paid; (i1) the date the Board is no longer an “obligated person”
with respect to the Bonds within the meaning of the Rule; and (iii) the date on which those portions of the
Rule which require the continuing disclosure undertaking are held invalid or repealed.

MISCELLANEOUS

The foregoing summaries, descriptions and references do not purport to be comprehensive or
definitive, and such summaries, descriptions and references are qualified in their entirety by reference to
each statute, document, exhibit or other materials summarized or described. The instruments and other
materials referred to in this Official Statement may be examined, or copies thereof will be furnished in
reasonable amounts, upon written request to the New Mexico State Board of Finance, 407 Galisteo Street,
Bataan Memorial Building, Room 181, Santa Fe, New Mexico 87501, or by telephone at (505) 827-4980.

Statements made in this Official Statement involving matters of opinion, forecasts or estimates,
whether or not expressly so stated, are intended as such and not as representations of fact. The
Appendices are integral parts of this Official Statement and must be read with all other parts of this
Official Statement.
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This Official Statement has been authorized and issued by the Board.

STATE BOARD OF FINANCE
OF THE STATE OF NEW MEXICO

By: /s/ Governor Michelle Lujan Grisham
President
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APPENDIX A
GENERAL INFORMATION CONCERNING THE STATE OF NEW MEXICO

The State, admitted as the forty-seventh state on January 6, 1912, is the fifth largest state by area,
containing approximately 121,593 square miles. The estimated 2020 population of the State is 2,106,319
according to the United States Census Bureau. The State has a semiarid subtropical climate with light
precipitation. Its climate is characterized by sunshine and bright skies in both winter and summer. Every
part of the State receives no less than 70 percent sunshine year-round. Humidity ranges from 30 to 60
percent. Thunderstorms in July and August bring most of the moisture. December to March snowfalls
vary from 2 inches (lower Rio Grande Valley) to 300 inches (north central mountains).

Governmental Organization

The Executive Branch of State government consists of a Governor, Lieutenant Governor,
Secretary of State, State Auditor, State Treasurer, Attorney General, and Commissioner of Public Lands.
These officials are elected to four-year terms beginning January 1 after their election. An elected
Executive Branch officer may succeed himself or herself in office once. The primary functions of the
Executive Branch are currently carried out by the offices of each elected Executive Branch officeholder,
in addition to approximately 26 cabinet departments, cach headed by a cabinet secretary appointed by the
Governor and approved by the Senate. Elections for all statewide offices were held on November 6,
2018.

The State Board of Finance has seven voting members consisting of the Governor, the Lieutenant
Governor, the State Treasurer, and four members appointed by the Governor with the advice and consent
of the Senate. No more than two appointed members may be from the same political party. The DFA
Secretary serves as the Executive Officer of the Board and is a non-voting Board member. The Board, in
addition to other powers and duties provided by law, has general supervisory authority over the fiscal
affairs of the State and over the safekeeping and depositing of all money and securities belonging to, or in
the custody of, the State. The Governor serves as the President of the Board.

The DFA is the principal financial organization of State government and performs through its
divisions the duties and functions relating to State and local government financing and general
administration. The executive and administrative head of the DFA is the Secretary, who is appointed by
the Governor with the advice and consent of the Senate. The Board of Finance Division of the DFA
provides operational, analytical and administrative support to the Board. The Director of the Board is
appointed by the DFA Secretary with the approval of the Board.

The Legislature consists of 112 members and is divided into a Senate and a House of
Representatives. Senators are elected for four-year terms and members of the House are elected for two-
year terms. The Legislature convenes in regular session annually on the third Tuesday in January.
Regular sessions are constitutionally limited in length to 30 calendar days in even-numbered years and 60
calendar days in odd-numbered years. In 2020 a 30-day regular session convened on January 21, and in
2021 a 60-day regular session convened on January 19. Special sessions of the Legislature may be
convened by the Governor. In June 2020, the Governor convened a first special session, running from
June 18 through June 22, for the Legislature to address critical budget and other legislation related to the
impacts of COVID-19. The Governor convened a second special session on November 24, 2020, which
appropriated $319 million from the general fund allocation of federal Coronavirus Aid, Relief, and
Economic Security Act (“CARES Act”) funds to support New Mexicans impacted by the COVID-19
pandemic and associated public health orders. Extraordinary sessions may be convened by the Legislature



under certain limited circumstances. Legislators do not receive any salary but do receive per diem and
mileage allowances while in session or performing official State business.

The judicial branch is composed of a statewide system including Magistrate and District Courts,
the Court of Appeals and the Supreme Court. The District Courts are the trial courts with general
jurisdiction.

State Budget for Fiscal Years 2016 through 2021

Fiscal Year 2016. Fiscal Year 2016 recurring revenues decreased by 8.4 percent to $5.7 billion,
driven by a decrease of 29.1 percent in oil and natural gas related revenue. New Mexico oil prices
averaged $37.94 per barrel in Fiscal Year 2016, while New Mexico natural gas prices averaged $2.42 per
mcf. Growth of 3.7 percent in oil volumes partially offset declining oil prices, while natural gas volumes
decreased by 1.0 percent over Fiscal Year 2015. Results show a significant decline in the State’s broad-
based gross receipts, compensating, personal income, and corporate income taxes, which were all
impacted by ongoing weakness in the oil and natural gas sectors. The decline in revenue was partially
affected by the diversion of a large portion of the liquor excise tax to the lottery tuition scholarship
program. Offsetting this and other declines, the insurance premiums tax collections increased sharply due
to expansion of the Medicaid program.

Following enactment of the Fiscal Year 2016 budget, several downward revisions to the CREG
estimate led to additional budget cuts and fund transfers and prompted the Governor to call a special
session early in Fiscal Year 2017. As a result of the revised forecast, during the 2016 legislative session
the Legislature enacted a 0.5 percent across-the-board reduction in Fiscal Year 2016 appropriations, with
the exception of the Medicaid program and certain other healthcare-related programs. The Legislature
also passed House Bill 311, which allowed one-time transfers from various state funds into the General
Fund, totaling $40.6 million in Fiscal Year 2016 and $74.9 million in Fiscal Year 2017. The Fiscal Year
2016 transfer included the $36 million operating reserve fund balance that had been restricted for
supplemental special education maintenance of effort funding.

During the 2016 special legislative session, Senate Bill 2 authorized the transfer of $109.1 million
from the Tobacco Settlement Permanent Fund to the General Fund appropriation account to close Fiscal
Year 2016 in balance. Also to close Fiscal Year 2016, $485.4 million was transferred from operating
reserves to the General Fund appropriation account. Due to the rapid deterioration in oil- and gas-related
revenues, Fiscal Year 2016 ending balances fell to $147.8 million or 2.4 percent of recurring
appropriations from $713.1 million or 11.6 percent in Fiscal Year 2015.

Fiscal Year 2017. Fiscal Year 2017 recurring revenues were $5.9 billion, representing an
increase of 3.0 percent over Fiscal Year 2016. Oil and natural gas related revenue increased from Fiscal
Year 2016 levels by 18.3 percent. New Mexico oil prices averaged $45.00 per barrel in Fiscal Year 2017,
while New Mexico natural gas prices averaged $3.26 per mcf. Oil volumes increased by 4.3 percent in
Fiscal Year 2017 and natural gas volumes increased by 5.2 percent. Non-oil and gas related revenue
increased by 0.9 percent, reflecting an increase of 1.9 percent in gross receipts tax revenue, 4.0 percent in
personal income tax, and 9.4 percent in insurance premiums tax. Corporate income tax revenues declined
by 40.8 percent over the previous fiscal year.

During the 2016 special legislative session, several bills were enacted to address Fiscal Year 2017
solvency including authorization to transfer the balance in the Tobacco Settlement Reserve Fund to the
appropriation account to cover Fiscal Year 2016 and Fiscal Year 2017 expenditures, $92.8 million in
funding sweeps to the General Fund, a $12.5 million appropriation of supplemental severance tax note
proceeds for public school capital outlay needs to replace General Fund appropriations, reduced
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Legislative Retirement Fund distributions, an increased distribution of insurance premiums tax revenue to
General Fund, and reduction in General Fund distributions to the Retiree Health Care Fund.

Senate Bill 8 of the special session provided for certain short-term taxable severance tax note and
supplemental severance tax note proceeds totaling $19.2 million to be swept to the General Fund to
restore past capital allotments, and the exchange of $56.2 million of General Fund appropriations for
capital outlay projects with severance tax bond funding. Senate Bill 8 also allowed the one-time transfer
of excess severance tax revenue to the general fund rather than the severance tax permanent fund. This
transfer, known as the “super sweep,” totaled $28,279,400. Senate Bill 9 reduced State agency budgets,
excepting certain health- and safety-related appropriations, by 5.5 percent, with judicial and legislative
cuts of 3.0 percent, all of which reduced recurring appropriations by $170.9 million in Fiscal Year 2017.
Senate Bill 9 also provided for redistributing public school State Equalization Guarantee distributions to
special education services if funding is insufficient to meet federal maintenance of effort requirements.

Revenue measures passed during the 2016 special session included narrowing the eligibility
criteria for the health care practitioner gross receipts tax deduction and the High Wage Jobs Tax Credit,
with an estimated benefit to recurring revenues of $10.2 million. Following the 2016 special legislative
session, Fiscal Year 2017 ending reserves were projected to be minus $61.6 million or negative 1.2
percent of recurring appropriations. During the 2017 regular legislative session, additional action was
taken to address Fiscal Year 2017 solvency and increase reserve levels, including generating $78.3
million in non-recurring revenue by aligning the insurance revenue streams with current GAAP standards,
$47.2 million of non-recurring revenue through various state fund sweeps and transfers, $46.1 million to
the general fund by reducing the Fiscal Year 2017 State Equalization Guarantee distributions for school
districts and charter schools as a credit against Fiscal Year 2016 year-end operational cash balances.
Exempting any Fiscal Year 2017 emergency supplemental distributions, each school district’s and charter
school’s credit share was proportional to their Fiscal Year 2016 program cost (or formula funding).

Ongoing funding shortfalls projected in Fiscal Year 2018 and the need to shore up Fiscal Year
2017 reserves led to the call for another special session in May 2017. Solvency measures passed during
the 2017 special legislative session include authority to issue $84.1 million of short-term taxable
Supplemental Severance Tax Notes to restore past General Fund capital allotments. After action in both
the regular and special 2017 legislative sessions, Fiscal Year 2017 reserves grew to $505 million, or 8.3
percent of recurring appropriations.

A combination of economic factors including rising enrollments, a decrease in the federal
matching rate for the new adult group (a.k.a. Medicaid expansion), rising drug costs, and insufficient
legislative appropriations caused the State to experience a funding shortfall in the Medicaid program in
Fiscal Years 2016 and 2017. In response to the shortfall, the State implemented a number of cost-
reduction measures, including reduced reimbursement rates for health care providers and reduced
administrative spending for Medicaid managed care organizations (“MCOs”). The State is also proposing
new mandatory payments for some patients. Slightly lower enrollment rates, a delay in the imposition of
certain federal fees on insurance companies, including MCOs, and the possibility of additional federal
funding for services provided to Native Americans reduced the General Fund shortfall for Fiscal Year
2017. The State also reached a settlement with the Centers for Medicare and Medicaid Services (CMS)
for old claims for federal funding, resulting in the return of $16.8 million to the State.

Fiscal Year 2018. 1In Fiscal Year 2018, recurring revenues were $6.8 billion, representing an
increase of 15.8 percent over the Fiscal Year 2017 levels. Oil and natural gas related revenue increased by
37.7 percent over Fiscal Year 2017 levels. New Mexico oil prices averaged $55.05 per barrel, while New
Mexico natural gas prices averaged $3.47 per mcf. Oil volumes increased by 31 percent in Fiscal Year
2018, and natural gas volumes increased by 10 percent. Non-oil and natural gas related revenue increased
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by 1.8 percent, reflecting increases of 18.3 percent in gross receipts tax, 10 percent personal income tax
and a decrease of 21.3 percent in insurance premiums tax.

In the 2017 special legislative session, action was taken to increase Fiscal Year 2018 non-
recurring revenue, including the transfer to the General Fund of $8 million of governmental gross receipts
tax revenue that would otherwise pass to the New Mexico Finance Authority and the temporary
suspension of an annual $900,000 distribution to the legislative retirement fund in Fiscal Years 2018 and
2019 conditional on a determination by the Public Employees Retirement Association that the funded
ratio remains at or above 100 percent.

Legislation passed during the 2017 special session included the establishment of a natural
resource tax stabilization reserve to minimize the volatility of oil and gas revenue and provide additional
rainy-day funds to protect against sharp declines in revenue. The legislation requires any revenues
generated from the Oil and Gas School Tax that are in excess of the 5-year average for that revenue
source to be deposited into the Tax Stabilization Reserve Fund, which is part of the General Fund
reserves. Appropriations from the Tax Stabilization Reserve require a super majority and a declaration
from the governor that the appropriation is necessary for public peace, health or safety. The Fiscal Year
2019 distribution was 182.8 million. An estimated distribution in Fiscal Year 2020 is expected in the
amount of $114.7 million.

In August of 2017, after issuance of the State of New Mexico Capital Projects General Obligation
Bonds, Refunding Series 2017B (the “Series 2017B Bonds”), the State discovered that its State of New
Mexico Capital Projects General Obligation Bonds, Series 2015, dated March 25, 2015 (the “Series 2015
Bonds”), which were intended to be refunded with a portion of the proceeds of the Series 2017B Bonds,
were not subject to redemption prior to maturity. The State of New Mexico Capital Projects General
Obligation Bonds, Series 2013, dated April 23, 2013 (the “Series 2013 Bonds”) were refunded with a
portion of the proceeds of the Series 2017B Bonds, were paid in full on September 1, 2017 and are no
longer outstanding. On August 25, 2017, the Board passed a resolution directing that a portion of the
Series 2017B Bond proceeds, which were initially invested in U.S. Government defeasance securities for
the intended legal defeasance of the Series 2015 Bonds, be liquidated and the proceeds thercof be
reinvested in municipal securities to be held in escrow to achieve a full or partial economic refunding (but
not legal defeasance) of the Series 2015 Bonds. Such proceeds have since been reinvested by the State in
municipal securities. Accordingly, none of the Series 2015 Bonds have been legally defeased.

Fiscal Year 2019. 1In Fiscal Year 2019, recurring revenues were $8.0 billion, representing an
increase of 17.5 percent over the Fiscal Year 2018. Oil and natural gas related revenues increased by 45.7
percent over Fiscal Year 2018. In Fiscal Year 2019 New Mexico oil prices averaged $51.80 per barrel,
while New Mexico natural gas prices averaged $3.08 per mcf. Oil volumes increased by 45.8 percent in
Fiscal Year 2019, and natural gas volumes increased by 15,7 percent. Non-oil and natural gas related
revenue increased by 11.7 percent, reflecting increases of 12.3 percent in gross receipts tax, 10.1 percent
in personal income tax, and 20.5 percent in insurance premiums tax.

Fiscal Year 2020. The 2020 Special Session was held in June to address the State’s fiscal
outlook. The following actions were taken to address the recurring budget for Fiscal Year 2021: targeted
decreases of 1 to 4 percent in the State budget, elimination of 4 percent salary increases for State
employees, and usage of $750 million of federal CRF monies for those agencies providing COVID-19
pandemic response. The 2020 Special Session adjusted the general fund recurring budget downward by
$414 million to $7.2 billion and the nonrecurring budget downward by $183.7 million to $138.4 million.

The September 2020 forecast outlook was a direct result of both the oil price volatility
experienced in early 2020 from the Saudi Arabia and Russia oil price war and the continuing COVID-19
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healthcare crisis. While the forecast weighed all available information, the nature of the situation at the
time was unprecedented. The actual outcomes for the State’s finances at the time were dependent on a
variety of factors: the epidemiological path of the virus, the strategies for reopening the New Mexico and
U.S. economies, the time it would take consumer confidence to rebound, the effect of business closures
on the long-term viability of the State’s businesses, the degree to which temporary layoffs become
permanent, and the impact of global oil supply and demand on oil prices and the associated effect on the
State’s oil production.

Fiscal Year 2020 recurring revenues were $7.8 billion, representing a decline of 2.4 percent over
the Fiscal Year 2019 levels. Oil- and natural gas-related revenues are projected to decrease by 22.2
percent compared to Fiscal Year 2019 levels. However, after taking into account an unprecedented federal
land lease payment of $497 million, oil and natural gas revenues are expected to increase by 9.9 percent.
In Fiscal Year 2020 New Mexico oil prices averaged $44.01 per barrel, while New Mexico’s natural gas
prices averaged $1.90 per mcf. Oil volumes increased by 22.2 percent in Fiscal Year 2020, and natural
gas volumes increased by 12 percent. Gross receipts tax revenue is expected to increase by 11 percent
over the prior fiscal year. This represents a higher growth rate than the June forecast. Non-oil- and natural
gas-related revenue is forecast to increase by 3 percent. This updated forecast for Fiscal Year 2020
represents an upward revision of $534.3 million from prior estimates.

Fiscal Year 2021. Fiscal Year 2021 has felt the impact of the oil price volatility experienced in
early 2020 from the Saudi Arabian and Russian oil price war and is still feeling the impacts of the
continuing COVID-19 pandemic. However, the oil markets have experienced a better-than-expected oil
price recovery. According to the Energy Information Administration (“EIA”), West Texas Intermediate
(“WTT”) oil prices reached a monthly average of $39.40 per barrel in October of 2020 and gained ground
to $59.05 per barrel in February 2021. In March 2021, WTI prices reached above $65 per barrel. This
recovery was driven by expectations of overall U.S. economic recovery in 2021 due to unprecedented
federal fiscal stimulus, COVID-19 case trends, increases in vaccination rates, and oil demand recovery.

While states across the country are still impacted by the COVID-19 pandemic, many have
reported better-than-expected revenue collections and improved forecasts. The State of New Mexico is no
different, and the overall economic impact of the continuing COVID-19 pandemic continues to hinder
economic activity and State revenues in Fiscal Year 2021. However, State revenues did not decline as
much as expected in early revenue estimates from last year due to several factors. First, the 2020
economic downturn impacted different sectors of the economy differently. Low-wage sectors such as
leisure and hospitality have borne the brunt of the economic downturn while high-wage sectors such as
professional/business services, healthcare, and finance have all but recovered. Second, the negative
impacts of the economic downturn have been mitigated by unprecedented national fiscal stimulus
measures totaling $5.9 trillion. These fiscal stimulus packages are the CARES Act ($2.4 trillion), the
December 2020 stimulus package ($900 billion), and, in early 2021, the ARPA ($1.9 trillion). The three
fiscal stimulus measures provided crucial assistance and prevented an even worse downturn. Measures
employed included unemployment insurance, stimulus checks to individuals, aid to small businesses, and
aid to state and local governments. Lastly, in New Mexico, the better-than-expected oil price recovery and
oil production has had a significant impact on overall general fund revenues. Current data and the latest
February 2021 consensus group forecast estimates an average price of oil for Fiscal Year 2021 of $43.50
per barrel, higher by $5.50 than the December 2020 estimate of $38 per barrel. Additionally, current
production data suggests the State is on track to exceed both the prior December 2020 estimate (340
million barrels) and the current February 2021 estimate (370 million barrels) of Fiscal Year 2021°s oil
production, if production continues at current levels.

In Fiscal Year 2021, the State has also been influenced by two federal executive orders impacting
the oil and natural gas industry. The federal government issued two orders impacting oil and gas
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development in the second half of January. The “Executive Order on Tackling the Climate Crisis at Home
and Abroad” pauses new federal land leases but does not directly impact existing leases nor does it impact
existing or pending permits. This executive order does not have an end date. The Secretarial Order 3395
issued a 60-day pause on administrative authority from Bureau of Land Management (“BLM”) field staff
to approve: leases, rights of way, surface disturbances, and permits to drill. This order expired on March
21, 2021, and the U.S. Department of Interior stated that BLM officials would process applications for
permits.

The expectation is that the current federal executive order, in and of itself, should have minimal
impact on New Mexico oil production over the next 8 to 12 months, especially if some gray area items are
clarified for operators. This is due to the amount of acreage already leased by producers, producers’
stockpile of permits, and the well economics that make the Permian Basin attractive for producers.

Rystad Energy notes that production companies have been stocking up on permits to drill for
several years in anticipation of changes to national policy towards the extractive industries on federal
land. The contribution of federal land to total permit activity in the Permian Basin increased by over 30
percent in 2020 compared to 2019. According to BLM, from 2016 to 2020 there were 632 leases issued
on federal land covering an area greater than 266,000 acres, and 97.5 percent of federal lands available for
oil and gas operations are already leased. There are currently 6,089 approved permits to drill (“APDs”) on
federal land in New Mexico. Each APD is approved for two years, and producers can apply to extend for
an additional two years.

There are, however, some concerns over the federal executive order. While companies have
stockpiled permits for federal leases, there is a lack of clarity on how unapproved right-of-ways are
affected by the order. Right-of-way approvals are critical components to have in place before
development. Clarification from the federal government is needed to address some of these concerns.

While the expectation is that the current federal executive order should have minimal impact on
New Mexico oil production over the next 8 to 12 months, the consensus group held oil volumes constant
through the forecast period, while further industry, production, and information in regards to the
executive order become available. The EIA Short Term Energy Outlook (“STEO”) in March 2021
reached a similar conclusion as the consensus group. “No effects will likely occur until 2022 because
there is roughly a minimum eight-to-ten-month delay from leasing to production in onshore areas and
longer in offshore areas. Incorporating this change reduced U.S. crude oil production by less than 0.1
million b/d on average in 2022 (EIA).”

According to the latest consensus group February 2021 forecast, Fiscal Year 2021 recurring
revenues are estimated to be $7.2 billion, representing a decline of 8.5 percent over the Fiscal Year 2020
levels. Oil- and natural gas-related revenues are projected to decrease by 4.1 percent compared to Fiscal
Year 2020 levels. In Fiscal Year 2021, New Mexico oil prices are projected to average $43.5 per barrel,
while natural gas prices are projected to average $2.45 per mcf. The February 2021 forecast, on a year-
over-year basis, expects oil volumes to increase by 0.5 percent and natural gas volumes to remain flat in
Fiscal Year 2021. Net gross receipts tax revenue is expected to decrease by 14.2 percent over the prior
fiscal year. Personal income tax revenue is also expected to decrease by 6.2 percent when compared to
the prior year. The February 2021 forecast expects the economic and revenue decline to be in Fiscal Year
2021, with recovery beginning in Fiscal Year 2022.

Education Funding Litigation

The State’s process to fund public education on a uniform and adequate basis has been challenged
in various courts, including the First and Eleventh Judicial District Courts.
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In 2014, two different plaintiff groups filed lawsuits in the First Judicial District Court for the
State of New Mexico in Santa Fe County, each of which challenged the sufficiency of school funding and
the school funding formula, specifically as applied and related to the needs of at-risk students. The two
lawsuits were consolidated (Martinez, et al. v. the State of New Mexico consolidated with Yazzie, et al. v.
the State of New Mexico, No. D-101-CV-2014-00793) and proceeded to a bench trial in the summer of
2017. On February 14, 2019, the Court entered a Final Judgment and Order. The Court concluded that
the State violated the Education Clause, the Equal Protection Clause, and the Due Process Clause of the
New Mexico Constitution. The Court required the State to take necessary steps to ensure schools have
resources, including funding and accountability measures, to give at-risk students an opportunity to obtain
a sufficient education.

In 1998, the Zuni Public School District filed a lawsuit in the Eleventh Judicial District Court for
the State of New Mexico in McKinley County (Zuni Public School District, et al., v. the State of New
Mexico, et al.,, No. D-1113-CV-9800014) secking a declaratory judgment that the State’s method of
funding of capital improvements for public schools violated the State Constitution’s requirement to
provide for a uniform and adequate system of funding capital improvements, specifically as applied and
related to the needs of the students of Gallup-McKinley.

On December 29, 2020, the trial court filed a Decision and Order ruling in favor of the Plaintiffs.
On January 28, 2021, the State filed a Motion for Post-Judgment Relief to Amend and Reconsider Final
Judgment, for Clarification of Order, and for Stay. Briefing on the motion was completed April 6, 2021,
and the motion is undecided at this time. On February 12, 2021, the Court granted the State’s Unopposed
Expedited Motion for Limited Stay. The Order Staying Judgment clarified that the State’s bonding
activities and release of proceeds for public school capital outlay would continue uninterrupted pending
resolution of the case or further court Order.

As these educational funding litigation cases go through potential appeals, post-trial discovery
and any remedial measures, the outcomes of such litigation may impact the State’s education funding
processes and could impact the State’s budget, but the extent of such impact is currently unknown.

Pension and Other Retirement Funds and Benefits

Legislative History. The Legislature enacted the Educational Retirement Act, Section 22-11-1 et
seq. NMSA 1978, the Public Employees Retirement Act, Section 10-11-1 et seq. NMSA 1978, and the
Retiree Health Care Act, Sections 10-7C-1 through 10-7C-19, NMSA 1978, which created the retirement
plans that cover most employees of the State and its political subdivisions. These retirement plans are
managed by the Educational Retirement Board (“ERB™), the Public Employees Retirement Association
(“PERA”) and the New Mexico Retiree Health Care Authority (“NMRHCA™) and are described below.
The Legislature establishes all financing provisions of the plans and the provisions are not subject to
negotiation. Financing provisions include employee and employer contributions, fund investment
provisions and benefit provisions. In 1998, the voters amended the State Constitution, adopting Section
22 of Article XX, which states that upon meeting the minimum service requirements of an applicable
retirement plan created by law for employees of the State or any of its political subdivisions or
institutions, a member of a plan shall acquire a vested property right with due process protections under
the applicable provisions of the New Mexico and United States Constitutions. The amendment also stated
that nothing in Section 22 shall be construed to prohibit modifications to retirement plans that enhance or
preserve their actuarial soundness.

Educational Retirement Board—Historic Financial Information. The ERB had 163,402
members as of June 30, 2020, including active, retired, inactive vested and inactive non-vested members.
The market value of Educational Retirement Fund (the “Fund”) as of June 30, 2020 was $13.0 billion.
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The ERB had a net investment loss for Fiscal Year 2020 of 0.97 percent. As of December 31, 2020, the
Fund market value was $14.1 billion and the net investment gain for calendar year 2020 was 6.76 percent.

In April 2020, following a six-year experience study ending June 30, 2019, the ERB voted to
decrease the inflation assumption from 2.50 percent to 2.30 percent. This change resulted in the decrease
in the assumed rate of return on the pension fund’s investments from 7.25 percent to 7.00 percent. The
assumed rate of return is composed of the 2.30 percent assumed inflation rate plus the 4.70 percent
assumed real return. Other changes were made to the ERB’s actuarial assumptions in April 2020,
including decreasing the annual assumed cost of living adjustment (“COLA™) from 1.90 percent to 1.80
percent. These assumptions were adopted as of June 30, 2020. The combined effect of changes in
actuarial assumptions increases the unfunded accrued actuarial liability (“UAAL”) from $7.9 billion as of
June 30, 2019 to $8.3 billion as of June 30, 2019,

The change in the assumed rate of return was recommended by the ERB’s outside actuaries and
was made after consultations with the ERB’s internal investment staff and its general investment
consultant. The ERB will continue to monitor both its investment returns and general market conditions
and may again change its assumed rate of return as market conditions and experience watrrant.

As of June 30, 2020, the UAAL had an infinite amortization period under closed group
projections. This closed group estimate is based on the current members and current elements of the plan
design. However, an alternate projection that considers future expectations, such as reduced cost of living
adjustments, lower cost of benefits for newer members and deferred gains and losses shows an infinite
amortization period. This alternate projection is known as the open group projection since it is not just
based on current members and current plan design elements.

Schedule of Statutorily Mandated ERB Contribution Rates

Wage Fiscal Year(s) Date Range Member Rate  Employer Rate Total
Category

$20k or less 2010-2013 07/01/2009-06/30/2013 7.90% 12.40% 20.30%

2014 07/01/2013-06/30/2014 7.90 13.15 21.05

2015-2019 07/01/2014-06/30/2019 7.90 13.90 21.80

$24k or less 2020-2021 07/01/2019-06/30/2021 7.90 14.15 22.05

2022 07/01/2021-06/30/2022 7.90 15.15 23.05

2023-Future 07/01/2022-Future 7.90 16.15 24.05

Over $20k 20102011 07/01/2009-06/30/2011 9.40 10.90 20.30

2012 07/01/2011-06/30/2012 11.15 9.15 20.30

2013 07/01/2012-06/30/2013 9.40 10.90 20.30

2014 07/01/2013-06/30/2014 10.10 13.15 23.25

2015-2019 07/01/2014-06/30/2019 10.70 13.90 24.60

Over $24k 2020-2021 07/01/2019-06/30/2021 10.70 14.15 24.85

2022 07/01/2021-06/30/2022 10.70 15.15 25.85

2023-Future 07/01/2022-Future 10.70 16.15 26.85

Source: New Mexico Statutes Annotated 1978, Section 22-11-21, as amended

In 2019 legislation amending Section 22-11-21 NMSA 1978 was enacted to increase the
employer contribution rate to 14.15 percent and to increase to $24,000 the threshold for higher employee
contributions. These changes became effective July 1, 2019. In April 2021 the Governor signed
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legislation amending Section 22-11-21 NMSA 1978 to increase the employer contribution rate to 15.15
percent beginning July 1, 2021 and 16.15 percent beginning July 1, 2022.

Certain employees of New Mexico universities and colleges are eligible to elect to participate in
the Alternative Retirement Plan (“ARP”), a defined contribution retirement plan available to certain
faculty and professional employees. Employees who do not elect to participate in the ARP remain
members of the regular defined benefit retirement plan. Each ARP participant contributes to the ARP the
same amount that he or she would be required to contribute to the defined benefit plan if he or she were a
member of that plan. Colleges and universities, as the employers of ARP participants, contribute the
same amount that the employer would be required to contribute to the defined benefit plan if the
participant were a member of that plan. However, effective July 1, 2019, 3.25 percent of the employer
statutorily mandated contribution for ARP participants is provided to the defined benefit plan. Effective
July 1, 2019, the employer contribution rate is statutorily set at 14.15 percent, which means that colleges
and universities contribute 10.90 percent of participating employees’ gross salary to the ARP vendor on
behalf of the participant and 3.25 percent of the employees’ gross salary to the defined benefit plan to
offset the effect of having these employees not participate in the defined benefit plan. In April 2021 the
Governor signed legislation increasing the rate to 4.25 percent beginning July 1, 2021 and 5.25 percent
beginning July 1, 2022. The colleges and universities are responsible for submitting the balance of the
employers’ contribution and the employees’ contribution directly to the ARP vendors on behalf of the
participants.

ERB Funded Ratio; Impact of Actuarial Assumptions and Changes to the Discount Rate. The
ERB implemented Governmental Accounting Standards Board (“GASB”) Statement No. 67
requirements with its June 30, 2013 financial statements. GASB Statement No. 67 (“GASB 677)
requires ERB to report net pension liability (“NPL”), which is measured as total pension liability less the
amount of the plan’s fiduciary net position. GASB 67 replaced GASB 25, which had required ERB to
report the annual required contribution of the employer (“ARC”) and the percentage of the ARC
contributed. ERB meets 100 percent of its statutorily required employer contributions annually. The
following table lists the ARC, NPL and the ERB funded ratio, for Fiscal Years 2016 through 2020. The
funded condition of the plan is measured by the funded ratio, which is the ratio of the actuarial value of
assets to the actuarial accrued liability. The funded ratio decreased from 2019 to 2020. The decrecase was
primarily due to the investment losses on the smoothed or actuarial value of the assets and demographic
losses, primarily related to salary increase experience. The NPL of $20,265,889,826, measured as the
total pension liability, less the plan’s fiduciary net position as of June 30, 2020, was calculated based on
an expected rate of return on plan investments of 7.00 percent. The current NPL increased by 167.5
percent compared to the Fiscal Year 2019 NPL of $7,577,302,491. The change for the fiscal year ending
June 30, 2020 includes the change in the single discount rate from 7.25 percent as of June 30, 2019 to the
blended rate of 3.89 percent as of June 30, 2020. The 2019 single discount rate was based on the
expected rate of return on pension plan investments of 7.25 percent. Based on the assumptions and
projection of cash flows, the pension plan’s fiduciary net position at June 30, 2020, future contributions
were insufficient to finance all projected future benefit payments of current plan members. As a result,
the long-term expected rate of return of 7.00 percent was used to measure total pension liability as of June
30, 2020 until assets are depleted, then the plan must use the long-term municipal bond rate, which was
2.45 percent, resulting in a blended discount rate of 3.89 percent.
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ERB Funded Ratio

Net Pension Liability Funded Ratio Funded Ratio
Fiscal Year (GASB 67) (GASB 67) (Actuarial Valuation)
2016 $ 7,196,433,561 61.58% 64.2%
2017 11,113,468,372 52.95 62.9
2018 11,891,330,976 52.17 63.5
2019 7,577,302,491 64.13 62.9
2020 20,265,889,826 39.11 60.4

Source: Educational Retivement Board.

The ERB also implemented GASB 68 early with its June 30, 2014, financial statements. GASB
68 requires the plan’s participating employers to recognize their pro rata share of NPL on their balance
sheets.

ERB pensions are adjusted annually by a COLA beginning on the later of either July 1 of the year
in which a member reaches age 65 (for members beginning ERB membership before July 1, 2013) or age
67 (for members beginning ERB membership on or after July 1, 2013) or July 1 following the year a
member retires. Senate Bill 115 (Chapter 61, Laws 2013) reduced the amount of the COLA until ERB is
100 percent funded. The amount of the adjustment is determined by the change in the Consumer Price
Index (*CPI”), the retiree’s pension amount and the retiree’s service credit. Pensions cannot be decreased
if there is a decrease in the CPI.

In December 2013, the Supreme Court of New Mexico, in Bartlett v. Cameron, 2014-NMSC-002,
rejected the claims of certain retired teachers, professors and other public education employees
challenging the state constitutionality of Senate Bill 115 to the extent that it reduces the future amounts
that all education retirees might receive as an annual COLA. The court held that Article XX Section 22
of the State Constitution did not grant the retirees a right to an annual COLA based on the formula in
effect on the date of their retirement. The court held that any future COLA to a retirement benefit is
merely a year-to-year expectation that, until paid, does not create a property right under the State
Constitution. Once paid, the COLA by statute becomes part of the retirement benefit and a property right
subject to those constitutional protections.

The Public Employees Retirement Association—Historic Financial Information. PERA had
48,159 active members as of June 30, 2020. As of June 30, 2020, the total market value of the PERA
Fund was $14.43 billion. The Fiscal Year 2020 PERA total fund investment return was (1.52) percent.
(Information as of June 30, 2019 is the most recent available.)

PERA performs annual actuarial valuations of the retirement funds it administers. In 2019,
PERA actuaries, Cavanaugh Macdonald Consulting, LLC, conducted an experience study for the four-
year period ending June 30, 2018, testing actuarial assumptions currently used in its valuations. The
PERA Board accepted the actuary’s recommended economic assumptions that the assets, benefit values,
reserves and computed contribution rates reflect utilization of an inflation rate of 2.5 percent per annum
and, based on the clear trend in lowering return expectations, decreased the real return assumption to 4.75
percent, reflecting an investment rate of return of 7.25 percent. The Board also adopted rcal wage
inflation and payroll growth assumptions of 3.0 percent, each compounded annually, as well as revised
retirement assumptions and adoption of the RPH-2014 Blue Collar mortality table.

The assumed investment return is one of the most significant assumptions in the annual actuarial
valuation process as it is used to discount the expected benefit payments for all active, inactive and retired
members. Minor changes in this assumption can have a major impact on valuation results. The change in
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the assumed rate of return recommended by the PERA’s outside actuaries was made after consultations
with the PERA’s internal investment staff and its general investment consultant. The decrease in the real
return assumption from 5.00 percent to 4.75 percent will be used as the discount rate used to measure the
total pension liability. The projection of cash flows used to determine the discount rate assumed that
future contributions will be made in accordance with statutory rates. On this basis, the pension plan’s
fiduciary net position together with the expected future contributions are sufficient to provide all
projected future benefit payments of current plan members as determined in accordance with GASB 67.

PERA member and employer contribution rates are established by State statute. In 2020, the
Legislature amended the PERA Act, NMSA 1978 10-11-1 et seq. to increase the employer contribution
rate by 2.0 percent beginning July 1, 2020 in 0.5 percent increments over the next four fiscal years, and to
increase member contribution rates by 2.0 percent beginning July 1, 2020, in 0.5 percent increments over
the next four fiscal years. There will be a two-year delay before any increased contributions for
municipal or county employees and their employers. Cavanaugh Macdonald Consulting, LLC completed
an actuarial valuation of the PERA Fund, Judicial Retirement Fund, Magistrate Fund, Legislative
Division and Volunteer Firefighter Fund for the fiscal year ending June 30, 2020.

Actuarial information for each fund as of June 30, 2020 is shown in the table below.

Summary of State Retirement Funds Managed by PERA as of June 30, 2019
(Dollars in thousands)

PERA(Y Judicial Magistrate VFF Legislative
Membership 108,217 336 191 9,9971 338
Actuarial Information
Accrued Liability® $22,388,871 $170,756 $58,591 $ 50,340 $ 32,146
Actuarial Value of Assets® $15,737,839 $ 91,269  $31,274 $£73,916 $ 44,466
Unfunded (Overfunded) Accrued Liability $ 6,651,032 $ 79,586 $27,316 $(23,576) $(12,320)
Present Value of Statutory Obligations $25,338,367 $195,065 $64,692 $ 61,948 $ 36,855

M Includes both the State and municipal divisions,

() Includes the accrued liability of both the retired and active members.

©) The valuation of assets is based on an actuarial value of assets whereby gains and losses relative to a 7.25 annual rate of
return are smoothed over a four-year period.

Source: Public Employees Retirement Association.

As of June 30, 2020, PERA has an amortization or funding period of 106 years, based on the
employer and member contribution rates in effect as of July 1, 2020. Member and employer rates are
established pursuant to Section 10-11-1 through 10-11-142 NMSA 1978. The funded ratio (ratio of the
actuarial value of assets to accrued actuarial liability) was 70.3 percent as of June 30, 2020, and the
UAAL of the PERA Fund decreased $11.6. million to approximately $6.6 billion. The State’s portion of
the UAAL of the PERA Fund is 59.9 percent, or $3.9 billion. Prior to 2020 pension reform, the funded
ratio was 69.9 percent, the UAAL of the PERA Fund was calculated to be approximately $6.67 billion
and the amortization or funding period was infinite. Based on the recent experience study for the four-
year period ending June 30, 2017, the economic and demographic assumptions were updated for the
valuation. The changes in assumptions resulted in an increase of $564.0 million to the PERA fund
liabilities and a decrease of 1.95 percent to the funded ratio. The total actuarial loss due to investment
experience of the total PERA fund was $198.9 million and the loss on non-investment experience, which
consists primarily of demographics (membership, mortality, retirement) totaled $202.5 million. On a
market value basis, PERA’s funded ratio is approximately 70.3 percent as of June 30, 2020. Current 30-
year projections indicate the PERA Fund will be 88.6 percent funded in 2044, assuming all economic and
demographic assumptions are met.

A-11



In 2020, PERA implemented GASB 67 for the sixth year. PERA produced an audited Schedule
of Employer Allocations and Pension Amounts in early 2020 to assist its employer participants in
implementing GASB 68. GASB 68 requires participating local governments to recognize their pro rata
share of net pension liability (“NPL”) and other pension elements on the face of their financial statements.
The total NPL as of June 30, 2020, for the PERA Fund allocated to its nearly 205 cost sharing employers
that participate in the Fund is approximately $7.5 billion.

In 2020, PERA completed the Schedule of Employer Allocations required by GASB 68 and
provided local governments with the allocation percentage necessary to derive an employer’s
proportionate share of the collective NPL as of June 30, 2019. PERA continues to provide outreach and
assistance to local governments to ensure local governments continue to receive pertinent allocation
information required by GASB 67 and 68.

The following table lists the funded ratios for each individual PERA fund for Fiscal Years 2016
through 2020.

Funded Ratio of State Retirement Funds Managed by PERA

Fiscal Year PERA Judicial Magistrate VFF Legislative
2016 75.3% 61.6% 61.7% 143.4% 144.8%
2017 74.9 61.7 61.3 146.6 151.4
2018 71.6 56.3 55.6 141.5 137.7
2019 69.9 55.1 54.3 142.5 136.9
2020 70.3 535 534 146.8 138.3

Source: Public Employees Retirement Association.

Legislative changes enacted during the 2009 through 2016 legislative sessions also amended
various provisions of the Public Employees Retirement Act to improve the long-term stability of the fund.
House Bill 573 (Chapter 288, Laws 2009) included training requirements for members of the PERA
Board. House Bill 854 (Chapter 125, Laws 2009) modified employer and employee contributions to the
State’s retirement funds for Fiscal Years 2010 and 2011, shifting 1.5 percent of the annual contribution
rate from employers to employees, for those employees with a full-time equivalent salary greater than
$20,000. House Bill 628 (Chapter 178, Laws 2011) extended the existing 1.5 percent shift made in House
Bill 854 through Fiscal Year 2013 and shifted an additional 1.75 percent of the annual contribution rate
from employers to employees for Fiscal Year 2012. The additional 1.75 percent of the annual
contribution rate shifted back from the employees to the employers for Fiscal Year 2013. The 1.5 percent
contribution shift from the employers to the employees remained in place through Fiscal Year 2013,
House Bill 628 also required an actuarial study by PERA prior to September 20, 2013 to analyze whether
contribution rate changes have had an adverse actuarial effect on the retirement systems.

Senate Bill 27 (Chapter 225, Laws 2013) significantly amended the Public Employees’
Retirement Act by creating a new tier of reduced benefits for new hires. The law reduced the cost of
living adjustments for all current and future retirees; delays the application of cost of living adjustments
for certain future retirees; suspends the cost of living adjustments for certain return-to-work retirees;
provided for an increase in the statutory employee contribution rate of 1.5 percent (subject to certain
requirements) for employees earning $20,000 or more in annual salary; provided for an increase in the
statutory employer contribution of 0.4 percent beginning in Fiscal Year 2015; increased age and service
requirements; lengthened the base average salary calculation amount from three to five years for Tier 2
employees; increased the vesting period for employees from five to eight years for most Tier 2 members;
and lowered the annual service credit by 0.5 for most members.



Legislative changes enacted during the 2014 legislative session amended sections of the law
relating to the judicial and magistrate retirement funds and followed many of the changes implemented in
the 2013 legislative session for the public employees’ and educational retirement funds.

House Bill 33 (Chapter 35, Laws 2014) amended the Judicial Retirement Act. Among other
things, the law suspended for two years and makes adjustments to cost of living increases, adjusted
employee and employer contributions, required mandatory participation in the fund and implemented
changes to the benefits structure.

House Bill 216 (Chapter 39, Laws 2014) amended the Magistrate Retirement Act. Among other
things, the law suspended for two years and makes adjustments to cost of living increases, adjusted
employee and employer contributions, required mandatory participation and implemented changes to the
benefit structure. Senate Bill 160 (Chapter 43, Laws 2014) also made changes to the Magistrate
Retirement Act. This law duplicated the changes made in House Bill 216.

During the 2016 second special session, the State’s distribution to the legislative retirement fund
decreased from $200,000 a month to $75,000 a month, thus reducing the annual contribution from $2.4
million to $900,000.

During the State of New Mexico (53rd Legislature) special session in 2017, House Bill 2 was
passed that suspended the State’s distribution to the legislative retirement fund for two consecutive years
(Fiscal Year 2018 and Fiscal Year 2019). Beginning July 1, 2019, the monthly distribution of $75,000 to
fund the legislative retirement coverage plan resumed, for a total annual contribution of $900,000.

During the State of New Mexico (54th Legislature) regular session in 2019, House Bill 501/a was
passed that increased employer contribution rates by 0.25 percent for PERA affiliated employers, with the
exception of the overfunded state police and adult correctional officer plan. The contribution rate
increase was effective July 1, 2019.

Executive Order 2019-05, issued in February of 2019, created the PERA Solvency Task Force to
prepare and make recommendations to the Office of the Governor to preserve the defined benefit system
offered by PERA. The recommendations were presented during the 2020 legislative session in the form
of new solvency legislation.

During the State of New Mexico (54th Legislature) Regular Session in 2020, Senate Bill 72/a was
passed, increasing employee and employer contributions and adjusting the COLA for retirees. Effective
July 1, 2020, employee contributions increased by 2 percent, and will increase in 0.5 percent increments
over four fiscal years. The first 0.5 percent increment will increase employee contributions under State
General Plan 3 to 9.42 percent. The employer contribution rate will increase by 0.5 percent each fiscal
year as well. There will be a two-year delay before any increased contributions for municipal or county
employees and their employers. Effective July 1, 2022, municipal and county employee and employer
contributions will increase by 2 percent, in 0.5 percent increments, over four fiscal years (2023, 2024,
2025, and 2026).

For retirees, those who are 75 years of age on or before June 30, 2020, will receive a 2.5 percent
COLA, an increase from the current 2 percent COLA. Disability retirees and retirees with pensions lower
than $25,000 after 25 years of service also will receive a 2.5 percent COLA. All other retirces who are
COLA-cligible will receive a 2 percent, non-compounding, additional payment for three calendar years
(2020, 2021, and 2022). This payment will be paid in addition to the regular July pension payment.
PERA received a $55 million General Fund appropriation to cover the cost of the additional payments (2
percent non-compounding) to eligible retirees in Fiscal Years 2021, 2022, and 2023.

A-13



The changes implemented by Senate Bill 72/a will assist PERA in preserving the defined benefit
offered to its members and increasing PERA’s actuarial soundness moving forward.

New Mexico Retiree Health Care Authority—Historic Financial Information. NMRHCA was
enacted for the purpose of providing comprehensive group health insurance coverage for persons who
have retired from certain public service positions in the State and their eligible dependents. NMRHCA
offers both pre-Medicare and Medicare plans, as well as nonsubsidized dental, vision and life insurance
plans to eligible participants. As of June 30, 2019, there were 52,179 participants, 10,916 vested
terminated members and 91,082 active members contributing to the program from 302 participating
public entities. (Information as of June 30, 2019 is the most recent available.)

NMRHCA, the agency that administers the Retiree Health Care Act, has a revenue base
composed of active employee payroll deductions, participating employer contributions, monthly premium
contributions of enrolled participants, investment income, subsidies associated with administering a
Medicare Part D program, prescription drug rebates and amounts distributed annually from the Taxation
Administration Suspense Fund (“TAA Fund”). Employer and employee contribution rates are established
in statute as is the amount distributed from the TAA Fund. Respective employer and employee
contribution rates are 2 percent and 1 percent of the participating employee’s salary and 2.5 percent and
1.25 percent for employees participating under an enhanced retirement plan (i.e., police officers,
firefighters and correctional officers).

As of June 30, 2020, NMRHCA reported a projected solvency period beyond 2051, or more than
30 years (period of positive fund balance). This calculation compares growth in projected revenues and
expenditures from all sources and includes multiple components, including medical and prescription drug
costs, administrative fees, employee and employer contributions and retiree premiums. The projected
solvency date and continued improvements to its timeframe are largely the result of the prudent fiscal
management exercised by NMRHCA’s Board of Directors. These actions include a series of targeted
benefit reductions, increased cost-sharing for plan participants, aggressive procurement practices and
value-based purchasing strategies.

In 2020, NMRHCA implemented GASB 74 for the third year. This valuation is based on the
benefits administered by the Board, characteristics of plan participants, assets as of June 30, 2020,
economic assumptions and other actuarial assumptions. In a change from the requirements contained in
GASB 43, monies that are not fully being funded on an actuarial basis are required to go through a
crossover test in determining the applicable discount rate on the plans assets.

The discount rate used in the valuation for financial disclosure purposes as of June 30, 2020 is a
blend of the assumed investment return (7.25 percent) and the rate for a 20-year, tax-exempt general
obligation municipal bond with an average rating of AA/Aa or higher (2.21 percent as of June 30, 2020).
Because NMRHCA does not fully prefund benefits, plan assets are expected to be sufficient to make
benefit payments through the 2041/2042 year. Projected benefit payments are discounted by the plan
investment return assumption of 7.25 percent until June 30, 2041. Benefit payments after June 30, 2041
are then discounted by the municipal bond rate of 2.21 percent; 2.86 percent is the blended discount rate
reflecting benefits discounted by the plan investment return assumption rate and the municipal bond rate.

The results as of the June 30, 2020 valuation indicate the Total OPEB Liability (“TOL™) equals
$5 billion, offset by the plan’s fiduciary net position of $829.6 million, resulting in a Net OPEB Liability
(“NOL”) of $4.1 billion. Projected benefit payments are discounted by the plan investment return
assumption of 7.25 percent until June 30, 2041. Benefit payments after June 30, 2041 are then discounted
by the municipal bond rate of 2.21 percent; 2.86 percent is the blended discount rate reflecting benefits
discounted by the plan investment return assumption rate and the municipal bond rate.
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NMRHCA continues to evaluate opportunities to further strengthen the financial well-being of
the program. In November 2017, the Board of Directors passed a five-year strategic plan to ensure the
long-term financial stability of the program through a series of targeted benefit reductions and increases
to contribution levels from participating employees and their employers. In addition to increased retiree
cost sharing through plan design changes, the solvency plan including a minimum age and increased
years-of-service requirements, resulting in proportionately higher premiums for retirces who retired
younger (minimum age of 55) or did not work or pay into the system as long (less than 25 years),
beginning July 31, 2021. These changes do not apply to members who retire from an enhanced
retirement plan i.e., police and corrections officers, firefighters and judges. Combined, these actions are
expected to further improve the financial condition of the trust fund by increasing revenues and reducing
future liabilities.

Previous reporting requirements associated with GASB 43 mandated NMRHCA to report its
Annual Required Contribution (“*ARC”) and the percentage of the ARC contributed. Beginning June 30,
2017, under GASB 74, the equivalent of the ARC is the Actuarially Determined Contribution (“ADC”).
The following table lists the ARC and percentage of the ARC contributed for Fiscal Years 2016 through
2020. Prior to Fiscal Year 2018, the annual required contribution was calculated by the normal cost
combined with the amortization of the unfunded liability, using a 5 percent discount rate. The reporting
requirements under GASB 74 allow for a separately defined method of funding basis (transitioned to the
funding policy on a percentage of payroll basis) and a change in the discount rate methodology, resulting
in a reduction in discount rate used to amortize the long-term liabilities (2.86 percent).

The following table lists the ARC and percentage of the ARC contributed for Fiscal Years 2016
through 2020 (the most recent available).

New Mexico Retiree Health Care Authority
Annual Required Contributions

Actual
Annual Required Percentage Amounts
Fiscal Year Contribution Contributed Contributed
2016 $303,631,394 52.65% $159,862,801
2017 317,546,941 50.19 159,379,195
2018 156,266,7411 98.77() 154,358,714
2019 160,077,2001 99.35D 159,030,773
2020 161,578,4221 107.799 174,162,723

) The 2018, 2019 and 2020 “required” contribution decrease is primarily due to a change in the
method for determining actuarially determined contributions as a percentage of pay versus
function of normal cost and liability.

Source: New Mexico Retiree Health Care Authority Governmental Accounting Standards Board
(GASB) Statement 74 Actuarial Valuation and Review of Other Postemployment Benefits
(OPEB) as of June 30, 2020

Severance Tax Permanent Fund and the Land Grant Permanent Fund

The Severance Tax Permanent Fund (“STPF”) was established in the State Treasury in 1973 to
receive the residual revenues from the Bonding Fund and serve as an endowment for the State. In 1976,
the electorate approved a constitutional amendment giving the STPF constitutional status. In 1982, the
electorate approved a second constitutional amendment that removed the discretionary power of the
Legislature to appropriate funds from the corpus of the STPF, thereby creating a permanent endowment
fund. Distributions from investments of the STPF, however, may be appropriated by the Legislature in
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the same manner as other general revenues are appropriated. Severance tax receipts have been the
primary source of funding for the STPF. The State Investment Council (“SIC”) invests the corpus and
non-appropriated income of the STPF. The market value of the STPF as of December 31, 2020 was
approximately $5.85 billion, an asset increase of approximately 3.9 percent from the prior calendar year
closing value. Investment performance for the one-year period ending December 31, 2020 was 7.89
percent net of fees, and 2.41 percent below the fund’s interim policy index. Funds on deposit in the STPF
are not pledged to and may not be used to pay any bonds. As noted above, during the 2016 special
legislative session, Senate Bill 8 allowed the one-time transfer of excess severance tax revenue to the
General Fund rather than the STPF. This transfer, known as the super sweep, totaled $28,279,400.

The Land Grant Permanent Fund (“LGPF”) is designed solely to benefit the public educational
system of the State and other specified institutions. The origins of the LGPF are found in the federal
Fergusson Act of 1898, which granted two sections of land in every township for the benefit of the public
schools in the territories of New Mexico. Also under this Act, specific acreage was granted to individual
education, medical and penal institutions in the territory. The initial grant totaled in excess of 5.5 million
acres. In 1910, the Enabling Act granted additional lands to various beneficiaries in New Mexico,
including the public schools, which received the largest share. This brought the total lands placed in trust
for the common school system and other beneficiaries to over 13 million acres. Over the years, some land
has been sold (and the proceeds used to increase the corpus of the LGPF), so the current total is 9.0
million surface acres and 13.4 million subsurface acres.

Pursuant to NMSA 1978, Section 19-1-1 (1912), the State Land Office is charged with the
custody and disposition of the land granted to the State. The Commissioner of Public Lands sells or
leases these properties in accordance with the provisions of the appropriate statutes. The SIC invests the
corpus and income of the LGPF. As of December 31, 2020, the market value of the LGPF was
approximately $21.60 billion, an asset increase of approximately 9.5 percent over the prior fiscal year.
Investment performance for the year ended December 31, 2020 was 8.94 percent net of fees and 1.19
percent below the LGPF’s policy index, but above its annual target rate of return of 7.0 percent. The
corpus of the LGPF is constitutionally protected from appropriation and LGPF assets are not pledged to
and may not be used to pay debt. The LGPF is also protected by the Federal Enabling Act of 1910.

In November 1996, the State electorate approved a constitutional amendment regarding
distributions from both of the State’s permanent funds. Distributions are now calculated on a total return
basis rather than an income distribution method. In addition, distributions to beneficiaries are now based
on a formula under which a statutorily specified percentage of the previous average five-year market
value of the fund is distributed.

In September 2003, the State electorate approved a constitutional amendment increasing the rate
of annual distribution from the LGPF from the previous 4.7 percent, to a new base distribution of 5.0
percent of the LGPF’s five-year average market value, beginning in Fiscal Year 2005. Certain additional
distributions were made to implement and maintain educational reforms as provided by law. An
additional 0.8 percent was distributed in Fiscal Years 2005 through 2012, and an additional 0.5 percent
was distributed in Fiscal Years 2013 through 2016. In Fiscal Year 2017 distributions returned to the base
rate of 5.0 percent and have subsequently remained at the constitutionally established rate of 5.0 percent.

In May 2009 an investigation by the New York Attorney General into placement fees paid in
relation to investments made by New York pension funds, led to an indictment of an investment advisor
to that fund as well as New Mexico SIC and ERB. The investment advisor later pled guilty to a fraud
charge relating to investments made by the New York retirement fund. In connection with that plea, the
investment advisor stated that from 2004 to 2009 his business had acted as an advisor to the SIC and the
ERB and that, contrary to his fiduciary responsibilities to the SIC and ERB, he ensured recommendations
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of certain proposed investments pushed on him by politically connected individuals or their associates
who stood to benefit financially or politically from the investments, and that the investments were not
necessarily in the best interests of the State. No criminal charges were filed by state or federal
investigators in New Mexico. In May 2011, the SIC filed recovery lawsuits against more than a dozen
placement agents, the former State Investment Officer and other individuals alleging they improperly
benefited from pay-to-play and kickback schemes involving SIC investments. Settlements of more than
$55 million have been recovered or placed in escrow pending final approval by the courts, for ultimate
return to the permanent funds. The SIC has settled its outstanding civil litigation with the remaining
defendants and continues the process of finalizing the recoveries with the various courts and trustees
involved across New Mexico and other jurisdictions.

In response to these and other events and the negative returns suffered by the State’s various
investment funds during the market turmoil associated with the downturn in the nation’s economy in 2008
and 2009, the Board and the Legislative Council Service (“LCS”) co-sponsored an Independent Fiduciary
and Operational Review of State Investment Policies, Procedures and Practices prepared by EnnisKnupp
(the “Review”). The scope of the work of this Review included, among other things, review and
recommendations for appropriate governance and organizational structure and investment best practices
for the SIC, PERA and ERB. The findings and recommendations of the Review were reported to the
Board at a meeting on January 13, 2010. In order to address certain recommendations of the Review,
during the 2010 legislative session the Legislature, among other things, modified the composition of the
SIC, clarified the authority of the SIC and the State Investment Officer, provided for the appointment of
the State Investment Officer by the SIC and changed the method of appointment of public members of the
SIC. Removal of individual investment authorization powers by the Investment Officer alone and
addition of Council Investment, Audit and Governance Committees have greatly improved Council
practices and governance procedures. To date, the Investment Council has adopted or accomplished 78 of
the 82 recommendations made by EnnisKnupp in their 2010 Operational Review, with the remainder
either being deemed unworkable or still being contemplated for partial adoption in the future.

In the 2021 legislative session, New Mexico lawmakers passed a proposed constitutional
amendment, House Joint Resolution 1 (“HJR1”), that if approved by voters and subsequently by the
United States Congress, will result in a permanent increase in annual distributions from the LGPF to
public schools and early childhood education programs in New Mexico. HIR1 was passed by the
Legislature in February, and it will go before New Mexico voters in a statewide regular or special
election, likely in November 2022. Assuming passage, HIR1 will annually draw down an additional 1.25
percent of the School Permanent Fund, the largest component of the LGPF (currently about 86.3 percent).
The additional distribution, which is based on a 5-year fund average total, could begin in fiscal year 2023,
and is projected to deliver in excess of $210 million per year for additional legislative appropriation, 60
percent of which is to be dedicated to early childhood education and support programs, and 40 percent of
which is allocated toward at-risk student programs, extended school calendars and teacher salaries. Other
LGPF beneficiaries will not see an increase in their spending policies, which will remain at 5 percent.
The constitutional amendment, if approved by voters, also raises the protective level of automatic
suspension of additional benefits from an LGPF average 5-year-value of $10 billion, to a $17 billion
threshold. If the measure is approved, assuming average inflows and investment returns, long-term
legislative analysis projects the LGPF should continue to grow over the coming decades, but at a slower
rate.

In the 2021 legislative session, New Mexico lawmakers also passed legislation dedicating up to
$500 million in low-cost small business loans from the STPF to assist the New Mexico economy as the
State works to recover from the pandemic. Senate Bill 3 refined and reauthorized similar emergency
legislation passed during a 2020 special legislative session, which had authorized up to $300 million for
these loans. The initial program proved to be overly restrictive, awarding only about $40 million in loans
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in 2020. To address this concern, Senate Bill 3 in 2021 broadened eligibility for applicants, doubled the
allowable loan amount from $75,000 to $150,000, and also established standards related to personal
guarantees and collateral requirements for borrowers. The New Mexico Finance Authority is
administering the program, which will offer up to 10-year-term loans at one-half the U.S. prime interest
rate to impacted New Mexico small businesses. The loans will be made as differential -rate investments,
which are authorized by law to be made from the STPF, as the STPF allows for investments which create
broader New Mexico economic benefits beyond the standard financial returns the STPF would realize
from traditional non-New Mexico based investments.

Financial Processes and Procedures

State Auditing and Accounting Systems. The financial affairs of every agency in the State are
examined and audited annually by the State Auditor, personnel of the State Auditor’s office designated by
the State Auditor, or by the independent auditors approved by the State Auditor, as required by Section
12-6-3 NMSA 1978. The audits are conducted in accordance with generally accepted governmental
auditing standards. The audit reports include financial statements that are presented in accordance with
generally accepted governmental accounting principles. For Fiscal Year 2020, 97 percent of the reports,
covering nearly 100 percent of the transactional value, received an unmodified opinion.

The State’s comprehensive cash reconciliation model, which compares aggregated agency claims
on the State General Fund Investment Pool to the associated resources held by the State Treasurer’s
Office, is a well-established process and has been audited multiple times by independent auditors during
the audits of the General Fund, the DFA and the comprehensive State Annual Financial Report. The
reviews have deemed the process to be sound and the DFA fully compliant with the requirements of the
monthly process. As of June 30, 2020, resources held in the pool were equivalent to the corresponding
business unit claims on those resources.

The State Annual Financial Report was initially audited in Fiscal Year 2013 (prior audits were
only reviewed by an independent auditor). A review of financial statements provides a lower standard of
assurance than an audit of financial statements. The Fiscal Year 2019 audited State Annual Financial
Report, which has ten opinion units, had only one of those units qualified, indicating significant progress.
Delays in the issuance of the State Annual Financial Report have historically been a continuing negative
credit factor for the State. It should be noted, however that all State agencies undergo an independent
audit and that for Fiscal Year 2019, all audits of significant agencies were unqualified. Since 2013, the
State has made steady progress in reducing the amount of time it takes to issue the State Annual Financial
Report, which is dependent on the audit opinions of the State agencies, following fiscal year end. As of
2019, the State Annual Financial Report was published 9 months following fiscal year end, which was the
shortest length of time since 2013. In the coming years, the State will continue to work toward improving
the quality and timeliness of the State Annual Financial Report by leveraging increased resources,
communication, and outreach and training both at an agency and statewide level.

State Budgetary and Appropriation Process. All State agencies are required by Section 6-3-19
NMSA 1978 to submit completed budget forms to the DFA Budget Division by September 1 of each
year. Guidelines and forms are provided to State agencies in advance of the September 1 deadline.
Budget hearings to examine the merits of budget requests are scheduled through the fall and are usually
completed by mid-December. The DFA Budget Division presents comprehensive budget
recommendations to the Governor, as required by NMSA (1978-1999) Section 6-3-15(B).

The Governor is required by Section 6-3-21 NMSA 1978 to submit a budget for the upcoming

fiscal year to the Legislature in early January. The Governor’s budget includes the executive
recommendations for public education; higher education; State agencies; and historical information on
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prior expenditures, revenues and revenue projections, among other information. The State budget is
contained in a General Appropriation Act, which also may contain proposals for supplemental and
deficiency appropriations for the current fiscal year.

Upon passage by the Legislature, the Governor may sign the General Appropriation Act, veto it,
veto line items or veto parts of it. After the Governor has signed the General Appropriation Act, the DFA
Budget Division approves the agency budgets and monitors the expenditure of the funds beginning on
July 1, the first day of the fiscal year.

State Treasurer’s Office Investment Responsibilities

Pursuant to Sections 6-10-10(I) through 6-10-10(0) NMSA 1978, the State Treasurer, with the
advice and consent of the State Board of Finance, may invest money not immediately needed for
government operations. These investment responsibilities are conducted in accordance with the State
Treasurer’s Investment Policy (the “Investment Policy™), which is adopted by the State Treasurer and
approved by the State Board of Finance. The Investment Policy states that in keeping with the office’s
fiduciary responsibility, all investment decisions made by the State Treasurer will adhere to the following
three fundamental principles: safety, liquidity and return. The Investment Policy applies to all financial
assets of the State invested by the Treasurer in the exercise of the Treasurer’s statutory authority or
invested as directed by other agencies which have specific investment authority and for which the
Treasurer acts as the investing authority. The State Treasurer is the investing authority for the State’s
General Fund Investment Pool, the Local Government Investment Pool, Bond Proceeds Investment Pools,
the Severance Tax Bonding Fund and bond debt service funds.

According to the Investment Policy, the State Treasurer’s Investment Committee is appointed by
the State Treasurer and the Board. The Investment Committee is an advisory committee that reviews
investment reporting and any other matters of the State Treasurer’s choosing. The Investment Committee
shall consist of five (5) voting members: the State Treasurer or designee; a member of the Treasurer’s
staff upon appointment by the Treasurer or designee; the director of the State Board of Finance or
designee; and two members who are participants in the private investment community or have expert
knowledge or professional experience in the subject of public finance or public money investing, of which
one member will be appointed by the State Treasurer and approved by the State Board of Finance and one
member will be appointed by the State Board of Finance and approved by the State Treasurer. The
member of the Treasurer’s staff shall be selected in a manner consistent with maintaining a separation of
responsibilities between the State Treasurer’s Office investment managers and the members of the
Investment Committee.

In addition to the Investment Committee oversight and recommendations, the State Treasurer
contracts with an independent investment advisor to provide guidance and advice on investments, market
conditions and benchmarks. The investment advisor provides quarterly performance reports on all of the
State Treasurer’s portfolios and information relating to the economic outlook and market trends.

Economic and Demographic Characteristics

New Mexico is the 36th largest state by population and the fifth largest in land area. The
population of the State as of the time of the 2010 United States Census was 2,059,179. From 2000 to
2010, the State’s population grew 13.2 percent, while the national population grew 9.7 percent.

There are four Metropolitan Statistical Areas (“MSAs”) in the State. The Albuquerque MSA is

comprised of Bernalillo, Sandoval, Torrance and Valencia Counties; the Las Cruces MSA is comprised of
Dofia Ana County; the Santa Fe MSA is comprised of Santa Fe County; and the Farmington MSA is
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comprised of San Juan County. The following table sets forth information on population growth in New
Mexico and nationally.

Population New Mexico and the United States

2010-2019
Population Annual Percentage Change
Year'" New Mexico United States New Mexico United States

2010 2,059,179 308,745,538 - --

2011 2,080,450 311,556,874 1.0% 0.9%
2012 2,087,309 313,830,990 0.3 0.7
2013 2,092,273 315,993,715 0.2 0.7
2014 2,089,568 318,301,008 0.1) 0.7
2015 2,089,291 320,635,163 (0.0) 0.7
2016 2,091,630 322,941,311 0.1 0.7
2017 2,091,784 324,985,539 (0.0) 0.6
2018 2,092,741 326,687,501 0.1 0.5
2019 2,096,829 328,239,523 0.2 0.5

1 All estimates are subject to change.

) As of July 1 (except for 2010 data which is as of April 1). Except for 2010 data, population figures are stated as intercensal
estimates.

Source: U.S. Census Bureau, Population Division, 2010-2019 released December 2019 (the most recent information
available as of May 14, 2021)

Major industries in the State include oil and natural gas production, tourism and retail, healthcare,
government and mining. Major federally funded scientific research facilities in Los Alamos,
Albuquerque and White Sands are a notable part of the State’s economy. In 2019 (the most recent
information available), the largest employment sector in the State was government (comprising
approximately 18.9 percent of the State’s non-farm workforce), followed, in order, by health care and
social assistance; retail trade; accommodation and food services; and professional, scientific and technical
services. For the twelve-month period ended December 31, 2019, total average employment in the State
increased by 1.8 percent as compared to the same twelve-month period ending December 31, 2018. The
following table sets forth information on employment by industry over the period of 2009 through 2019,
the most recent figures available.
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The following tables set forth selected additional economic and demographic data with respect to
the State and the United States.

Employment and Labor Force
New Mexico and the United States
2012-2021

(numbers in thousands)"”

Civilian Labor Force = Number of Employed Unemployment Rate

New United New United New United N.M. as %
Year Mexico States Mexico States Mexico States of U.S, Rate
2012 929 155,628 864 143,330 7.0% 7.9% 88.6%
2013 924 155,182 860 144,778 6.9 6.7 103.0
2014 935 156,332 870 147,615 6.4 5.6 114.3
2015 935 158,035 874 150,128 6.5 5.0 130.0
2016 936 159,678 876 152,157 6.4 4.7 136.2
2017 934 160,543 884 153,911 53 4.1 129.3
2018 945 163,124 899 156,745 4.9 3.9 125.6
2019 960 164,579 914 158,735 4.8 3.6 133.3
2020 960 160,567 878 149,830 8.6 6.7 128.4
2021? 957 160,558 877 150,848 8.3 6.0 138.3

M Figures rounded to nearest thousand.
) Through March 2021 as of May 2021.
Source: U.S. Department of Labor, Bureau of Labor Statistics, Last Revised: United States as of May 14, 2021

Personal Income
New Mexico and the United States
20112020

Personal Income (Dollars in Millions)

Annual Percentage Change

Year New Mexico United States New Mexico United States
2011 $72,820 $13,315,478 -- --
2012 74,578 13,998,383 2.4% 5.1%
2013 73,438 14,175,503 (1.5) 1.3
2014 77,748 14,982,715 5.9 5.7
2015 80,062 15,717,140 3.0 49
2016 81,627 16,151,881 2.0 2.8
2017 83,142 16,937,582 1.9 4.9
2018 87,205 17,839,255 49 53
2019 90,847 18,542,262 4.2 3.9
2020 06,476 19,679,715 6.2 6.1

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Regional Data. Last Revised: March 24, 2021 (the most
recent information available as of May 14, 2021)
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Per Capita Personal Income
New Mexico and the United States

20112020
Per Capita Income (Dollars) Annual Percentage Change
N.M. asa %
Year New Mexico United States of U.S. N.M. U.S.
2011 $35,002 $42,739 81.9% - -
2012 35,729 44,605 80.1 2.1% 4.4%
2013 35,100 44,860 78.2 (1.8) 0.6
2014 37,207 47,071 79.0 6.0 4.9
2015 38,320 49,019 78.2 3.0 4.1
2016 39,025 50,015 78.0 1.8 2.0
2017 39,747 52,118 76.3 1.9 4.2
2018 41,670 54,6006 76.3 4.8 4.8
2019 43,326 56,490 76.7 4.0 3.5
2020 45,803 59,729 76.7 5.9 5.8

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Regional Data. Last Revised: March 24, 2021 (the most
recent information available as of May 14, 2021)

[Remainder of page intentionally lett blank]
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Wages and Salaries by Industry Sector

2011-2020
NAICS Earnings by Cumulative Annual Distribution of
Place of Work" New Mexico United States Percent Change 2020 Wages &
Applicable to 2010-2019 (Dollars in Thousands)® (Dollars in Millions)® 2011 - 2020 Salaries
2020 2011 2020 2011 N.M. U.S. N.M. U.S.
Farm Wage and Salary $ 205,404 $ 219,057 $ 25341 § 19323 6.2% 31.2% 0.5% 0.3%
Non-farm Wage and Salary 42014386 33,956,141 9295230 6,596,430 237 40.9 99.5 99.7
Private Wage and Salary 3l lel217 24,493,995 7,870,794 5,419,826 272 452 73.8 844
Forestry, Fishing, and other
related activities 118,228 63,384 24,333 14,014 86.5 73.6 03 0.3
Mining 1,662,111 1,533,687 60,030 69,412 8.4 -13.5 39 0.6
Utilities 380,112 323,404 65,798 51,034 17.5 28.9 0.9 0.7
Construction 2,719,309 1,817,123 505,924 289,183 49.6 74.9 6.4 5.4
Manufacturing 1,611,746 1,630,439 886,845 705,855 -1.1 25.6 38 9.5
Wholesale Trade 1,252,160 1,068,598 478,026 373,991 17.2 27.8 3.0 5.1
Retail Trade 2,829,994 2,402,502 549,780 410,896 17.8 338 6.7 5.9
Transportation and Warehousing 1,200,748 887,432 337,969 207,371 353 63.0 2.8 16
Information 550,758 618,504 371,901 213,789 | -11.0 74.0 1.3 4.0
Finance and Insurance 1,701,478 1,216,294 760,990 513,241 399 48.3 4.0 8.2
Real Estate and Rental and
Leasing 482,587 356,469 148,036 91,951 354 61.0 1.1 1.6
Professional, Scientific, and
Technical Services 5,321,709 3,841,123 1,012,281 626,320 38.5 61.6 12.6 10.9
Management of Companies and
Enterprises 450,655 321,769 306,641 201,300 40.1 523 1 i3
Administrative and Waste
Services 1,811,550 1,448,583 409,819 270,615 25.1 51.4 43 4.4
Educational Services 362,809 327,027 165,845 124,322 10.9 334 0.9 1.8
Health Care and Social Assistance 5,507,621 4,123,208 1,106,386 754,988 336 46.5 13.0 11.9
Arts, Entertainment, and
Recreation 252,089 186,615 96,015 69,970 35.1 37.2 0.6 1.0
Accommodations and Food
Services 1,703,789 1,329,980 300,289 226,115 28.1 328 4.0 3.2
Other Services, Except Public
Administration 1,241,764 997,854 283,889 205,459 244 38.2 2.9 3.0
Government and Government
Enterprises 10,853,169 9,462,146 1,424,436 1,176,604 14.7 21.1 25.7 153
Total $42,219,790 $33,956,141 $9,320,570 $6,615,753

) The estimates of wage and salary disbursements for 2011 are based on the 2012 North American Industry Classification System (NAICS),
while the 2020 estimates are based on the 2017 NAICS.

2 All dollar estimates are in current dollars (not adjusted for inflation).

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Last Revised: March 24,2021 (the most recent information available as of
May 14, 2021
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FINANCIAL CONTROL DIVISION
407 GALISTEO STREET
BATAAN MEMORIAL BUILDING, ROOM 166
SANTA FE, NEW MEXICO 87501
(505) 827-3682 FAX (505) 827-3692

Michelle Lujan Grisham Deborah K. Romero
Governor Cabinet Secretary

Donna Montoya Trujillo
State Controller

To the Governor, the State Legislature and the Citizens of New Mexico:

In accordance with Chapter 6-5-4.1 of the New Mexico Statutes Annotated 1978 (NMSA 1978), the Financial Control
Division of the Department of Finance and Administration transmits the State of New Mexico’s Comprehensive Annual
Financial Report (Report) for the fiscal year ended June 30, 2020.

The Comprehensive Annual Financial Report presents the financial position and operating results of the State, compliant with
generally accepted accounting principles (GAAP) applicable to state and local governments, as established by the
Governmental Accounting Standards Board (GASB). The purpose of this report is to provide complete and reliable
information as a basis for making management decisions, assessing adherence to and compliance with legal requirements,
and evaluating stewardship of the state’s assets. The basic financial statements and required supplemental information
include a required narrative introduction, referred to as Management’s Discussion and Analysis (MD&A). This transmittal
letter complements the MD&A, which is located immediately following the independent auditors’ report, and should be read
in conjunction with this letter.

CliftonLarsonAllen LLP (CLA), an independent accounting firm and the New Mexico Office of the State Auditor, have
audited the basic financial statements contained in this report. Their audit was conducted in accordance with the generally
accepted government auditing standards and their auditor’s report precedes the basic financial statements. The goal of an
independent audit is to provide reasonable assurance that the State of New Mexico’s basic financial statements for the fiscal
year ended June 30, 2020 are free of material misstatement. Independent audit procedures include examining, on a test basis,
supporting amounts and disclosures, assessing the accounting principles used, review of any significant estimates made by
management, and evaluating the overall basic financial statement presentation. An audit also includes consideration of
internal controls over financial reporting as a basis for designing audit procedures that are appropriate under the
circumstances, but not for expressing an opinion on the effectiveness of the State’s internal controls over financial reporting.
Accordingly, the independent auditor expressed no opinion on the internal controls over financial reporting.

Under statute (12.6.3 NMSA 1978), every state agency must be audited annually. To avoid duplication of effort, the
Comprehensive Annual Financial Report audit relies and builds upon agency audits. The existing group audit process affects
timeliness, as the Consolidated Annual Financial Report development may only commence after completion of the
underlying agency audits, which are generally not available until the December following fiscal year-end.

In terms of audit timing, fiscal year 2020 saw additional challenges due to the COVID-19 Pandemic (Pandemic). The Public
Health Emergency that was declared on March 11, 2020 in response to the global COVID-19 Pandemic did further affect the
preparation of this Report. New Mexico has taken an aggressive approach to mitigating the public health and economic
impacts of the Pandemic. As such, federal funds received by the state through the Corona Relief Fund (CRF) were directed
to agencies performing critical functions related to COVID-19. In addition, significant agencies of the state received direct
funding from the federal government for COVID response. These federal funds were utilized in fiscal year 2020 and
continue to be utilized in the current fiscal year. Guidance related to the funds was not finalized by the federal government
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until January 2021 which caused audits of significant agencies to be reported late thus impacting the preparation of this
Consolidated Annual Financial Report.

In general however, ongoing discussions continue within the Department of Finance and Administration (DFA) and the State
Auditor’s Office (SAO) to look for ways to streamline and shorten the overall Report preparation process. In addition, the
State Auditor’s Office is jointly auditing the Report to learn more about the process and make recommendations for changes
to state law, rules, and regulations.

We are proud of the improvements in controls and processes over recent years that have allowed for the production of a
reliable and auditable Comprehensive Annual Financial Report; the benefits of these enhancements continue.

PROFILE OF STATE OF NEW MEXICO

New Mexico, became the forty-seventh state of the United States of America when it entered the union on January 6, 1912.
Its borders encompass 121,589 square miles of the Great Plains, Rocky Mountains, and the Rio Grande River with elevations
ranging from 2,842 to 13,161 feet above sea level. Nicknamed the Land of Enchantment, the state’s landscape ranges from
wide, rose-colored deserts to broken mesas and high, snow-capped peaks. The Sangre de Cristo Mountains, the southernmost
part of the Rocky Mountains, run north to south along the east side of the Rio Grande. The state is home to the White Sands
National Monument, which contains the largest gypsum dune field in the world. The State’s major economic sectors include
agriculture, mining, energy production, federal technology laboratories, and tourism. The estimated population of the state
was 2,117,522 as of the most recent census count released April 26, 2021,

Structure — The State Constitution divides the powers of government among three equal and independent branches:
Legislative, Executive, and Judicial, shown in the organizational chart on page xiii. The powers and duties of each branch of
government are outlined in the Constitution of the State of New Mexico, which can be amended only by a majority vote of
the State’s citizens. The State of New Mexico Consolidated Annual Financial Report includes the primary government (i.e.,
legislative agencies, departments and agencies, commissions, the Governor and Cabinet, boards of the executive branch,
various offices relating to the judicial branch, the education institutions created by the Constitution of the State of New
Mexico, Article XII, Section 11, and discrete component units of the State of New Mexico. Internal Controls — In
accordance with the provisions of Chapter 6-5-2.C, NMSA 1978, the Financial Control Division of the Department of
Finance and Administration is responsible for ensuring government agencies fulfill their responsibility for implementing and
sustaining effective internal controls. Internal accounting controls are designed to provide reasonable, but not absolute,
assurance regarding the safeguarding of assets against loss from unauthorized use or disposition, and reliability of financial
records used for preparing financial statements and maintaining accountability for assets. The concept of reasonable
assurance recognizes that the cost of a control should not exceed the benefits likely to be derived from its use, and the
evaluation of costs and benefits requires managerial estimates and judgments. All internal control evaluations occur within
this framework. Consideration as to the adequacy of internal controls is paramount in developing and maintaining the State’s
accounting system, and the effectiveness and adequacy of internal controls are evaluated during internal reviews performed
by the Department of Finance and Administration and annual external audits.

Types and levels of services provided — The State of New Mexico provides its citizens with the following governmental types
of services: educational, environmental, health and human services, highway and transportation services, public safety,
legislative, judicial, as well as cultural, recreational and natural resource services. The State of New Mexico also administers
two cost-sharing multiple-employer public employee retirement systems and three single-employer public employee
retirement systems.

Brief summary of budget process — The Governor is required to submit a balanced budget by agency, program, activity and
category to the Legislature annually. The Legislature authorizes expenditures in the annual General Appropriations Act by
source, which is then signed into law by the Governor. Unless otherwise indicated, annual appropriations lapse at fiscal year-
end. In the event actual revenues are insufficient to cover budgeted expenditures, the Governor must order budget reductions
or call a special session of the Legislature to address any budget shortfalls. Adjustments to the budget may also be made
throughout the year for changes in departmental or fund revenues so that departments and funds will not end the fiscal year in
a deficit position. Expenditures are controlled at the program appropriation level. The budget is administered using the
modified accrual basis of accounting; however, the budgetary basis is not consistent with GAAP.



ECONOMIC CONDITIONS AND OUTLOOK

New Mexico utilizes a consensus revenue estimating group (CREG) comprised of legislative and executive economists to
forecast General Fund revenue so that the Executive and Legislature work with the same revenue forecast in preparing their
respective General Fund operating budget recommendations.

New Mexico state revenues are highly sensitive to boom and bust cycles in the energy industry; the CREG conducts a Stress-
Test on state revenues during the process. The establishment and use of Stress-Testing hedges against an economic downturn
or an unforeseen downswing in the energy sector by targeting appropriate levels of general fund reserves to offset the impact
of a major downturn.

The New Mexico economy, on a year-over-year basis, grew slightly in fiscal year 2020 with real gross domestic product
growing by 1.6 percent. New Mexico's economic growth, state wages and salaries grew by 3 percent, and total personal
income in the state grew by 5.9 percent. During fiscal year 2020, New Mexico's employment declined 7.4 percent which
represents a loss of 63,400 jobs. At the start of fiscal year, the Mining Sector grew and set new record levels for rig count, oil
production, and taxable gross receipts. However, the COVID-19 healthcare crisis and the oil price war early in the second
half of the calendar year impacted the industry with supply and demand-side shocks. In March 2020, the price of oil
collapsed and while it has recovered since then, it impacted rig counts and oil production towards the end of the fiscal year.

Looking forward to fiscal year 2021, the negative impacts of the economic downturn have also been mitigated by
unprecedented national fiscal stimulus measures totaling $5.9 trillion. These fiscal stimulus packages are the CARES Act
($2.4 trillion), the December 2020 stimulus package ($900 billion), and, in early 2021, the American Rescue Plan ($1.9
trillion). The three fiscal stimulus measures provided crucial assistance and prevented downturn. Measures employed
included unemployment insurance, stimulus checks to individuals, aid to small businesses, and aid to state and local
governments. Lastly, in New Mexico, the better-than-expected oil price recovery and oil production has had a significant
impact on overall general fund revenues into fiscal year 2021.

LONG-TERM FINANCING

The State of New Mexico’s Constitution and laws authorize the State to issue general obligation bonds, severance tax bonds
and revenue bonds to finance or refinance the cost of State capital projects. General obligation bonds are secured by the full
faith and credit of the State and are repaid from a dedicated statewide property tax. Article 9, Section 8 of the New Mexico
Constitution limits General Obligation indebtedness to no more than one percent of the assessed valuation of all the property
subject to taxation in the State. Severance Tax Bonds are used to finance statewide capital projects that have been authorized
by the Legislature and approved by the Governor. Severance and Supplemental Severance Tax Bonds are repaid from
revenues deposited into the Severance Tax Bonding Fund, which primarily include taxes on mineral production in the State.
The State continues to maintain a strong creditworthiness rating from Moody’s Investors Services and Standard and Poor’s
Corporation.
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INDEPENDENT AUDITORS’ REPORT

The Honorable Michelle Lujan-Grisham, Governor of the State of New Mexico
Ms. Debbie Romero, Secretary of the New Mexico Department of
Finance and Administration,
Ms. Donna M. Truijillo, State Controller of the New Mexico Department
of Finance and Administration, and
Mr. Brian Colén, New Mexico State Auditor

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the State of New Mexico (State), as of and for the year ended June 30,
2020, and the related notes to the financial statements, which collectively comprise the State’s basic
financial statements 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 misstatement, whether due to fraud
or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not
audit the financial statements of certain components of the State, which represent the indicated percent
of total assets and total revenues as presented in the table below. Those financial statements were
audited by other auditors, whose reports thereon have been furnished to us, and our opinion, insofar as
it relates to the amounts included for those components, is based solely on the reports of the other
auditors.

A member of
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The Honorable Michelle Lujan-Grisham, Governor of the State of New Mexico
Ms. Debbie Romero, Secretary of the New Mexico Department of
Finance and Administration,
Ms. Donna M. Truijillo, State Controller of the New Mexico Department
of Finance and Administration, and
Mr. Brian Colon, New Mexico State Auditor

Percentage Audited by Other Auditors

Total Total
Government-Wide Assets Revenues
Governmental activities 86% 55%
Business-type activities 93% 99%
Aggregate discretely presented component units 66% 42%
Fund Statements
Major governmental fund - General Fund 50% 50%
Major governmental fund - Debt Service Fund 80% 100%
Major governmental fund - Capital Projects Fund 31% 3%
Major governmental fund - Severance Tax Permanent Fund 100% 100%
Major governmental fund - Land Grant Permanent Fund 100% 100%
Maijor enterprise fund - Educational Institutions Fund 100% 100%
Major enterprise fund — Unemployment Insurance Fund 100% 100%
Aggregate remaining fund information 45% 75%

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

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

An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of 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 unmodified and qualified audit opinions.



The Honorable Michelle Lujan-Grisham, Governor of the State of New Mexico
Ms. Debbie Romero, Secretary of the New Mexico Department of
Finance and Administration,
Ms. Donna M. Truijillo, State Controller of the New Mexico Department
of Finance and Administration, and
Mr. Brian Colon, New Mexico State Auditor

Opinion Unit Type of Opinion
Governmental activities Qualified
Business-type activities Unmodified
Maijor governmental fund — General Fund Unmodified
Major governmental fund — Debt Service Fund Unmodified
Major governmental fund — Capital Projects Fund Unmodified
Major governmental fund — Severance Tax Fund Unmodified
Major governmental fund — Land Grant Fund Unmodified
Major enterprise fund - Educational Institutions Fund Unmodified
Major enterprise fund — Unemployment Insurance Fund Unmodified
Aggregate remaining fund information Unmodified
Aggregate discretely presented component units Unmodified

Basis for Qualified Opinion on Governmental Activities

The component auditor of the General Services Department, a significant component of the State, was
unable to obtain sufficient audit evidence to support the completeness, existence, accuracy, and
valuation of the reported land and construction in process balances on the General Services
Department’s separately issued financial statements. As a result, the component auditor issued a
qualified opinion as reported in their separate opinion of the General Services Department financial
statements.

Qualified Opinion

In our opinion, based on our audit and the reports of the other auditors, except for the matters described
in the “Basis for Qualified Opinion on Governmental Activities” paragraph above, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities as of June 30, 2020, and the respective changes in financial position for the year
then ended in accordance with accounting principles generally accepted in the United States of America.



The Honorable Michelle Lujan-Grisham, Governor of the State of New Mexico
Ms. Debbie Romero, Secretary of the New Mexico Department of
Finance and Administration,
Ms. Donna M. Truijillo, State Controller of the New Mexico Department
of Finance and Administration, and
Mr. Brian Colon, New Mexico State Auditor

Unmodified Opinions

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred
to above present fairly, in all material respects, the respective financial position of the opinion units
identified as “Unmodified” in the schedule “Summary of Opinions” of the State, as of June 30, 2020, and
the respective changes in financial position and, where applicable, cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matters

Correction of Errors

As described in Note 9 to the financial statements, the State restated beginning balances resulting from
the correction of accounting errors that occurred in the prior period. Our opinion is not modified with
respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis (pages 7-25), Budgetary Comparison Schedule — General Fund and Notes to
Budgetary Reporting (pages 205-212), Schedules of Changes in Net Pension Liability (pages 213-217),
Schedule of Changes in Net OPEB Liability (page 218);Schedules of Net Pension Liability (pages 219-
223), Schedules of Net OPEB Liability (page 224-227), Schedules of Employer Contributions - Pension
(pages 228-237), Schedules of Employer Contributions — OPEB (pages 238-240), Schedules of
Investment Returns - Pension (pages 241-242), Schedule of Investment Returns — OPEB (pages 243-
245), Schedule of Actuarial Methods and Assumptions — All Retirement Systems (page 246), Schedule
of Actuarial Methods and Assumptions — New Mexico Retiree Health Care Authority (page 247),
Schedule of the State of New Mexico’s Proportionate Share of the Net Pension Liability (pages 249-254),
Schedule of the State of New Mexico’s Proportionate Share of the Net OPEB Liability (pages 255-256),
and Schedule of the State’s Contributions (pages 258-265) be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We and the other auditors 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.




The Honorable Michelle Lujan-Grisham, Governor of the State of New Mexico
Ms. Debbie Romero, Secretary of the New Mexico Department of
Finance and Administration,
Ms. Donna M. Truijillo, State Controller of the New Mexico Department
of Finance and Administration, and
Mr. Brian Colon, New Mexico State Auditor

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the State’s basic financial statements. The combining statements and individual fund financial
statements and schedules, introductory and statistical sections are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The combining statements and individual fund financial statements and schedules presented as other
supplementary information as listed in the table of contents 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 auditing standards generally accepted in the United States of America by
us and other auditors. In our opinion, based on our audit, the procedures performed as described above,
and the report of the other auditors, the information is fairly stated, in all material respects, in relation to
the basic financial statements as a whole.

The introductory and statistical sections have 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 them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 29, 2021
on our consideration of the State’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 solely 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
effectiveness of the State’s 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
State’s internal control over financial reporting and compliance.

WM@% L7

CliftonLarsonAllen LLP

Albuquerque, New Mexico
April 29, 2021



STATE OF NEW MEXICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended June 30, 2020

INTRODUCTION

The following Management’s Discussion and Analysis (MD&A) is required supplementary information to the
State of New Mexico’s financial statements. It describes and analyzes the financial performance and position
of the state, and also provides an overview of the State’s activities for the fiscal year ended June 30, 2020. Please
read it in conjunction with the transmittal letter in the Introductory Section of this report and with the State’s
financial statements that follow this section. The subsequent information is highly summarized, and in order to
gain a comprehensive understanding of the State’s financial condition it should be reviewed in its entirety. All
amounts, unless otherwise indicated, are expressed in thousands of dollars.

FINANCIAL HIGHLIGHTS

Government-wide

Net Position of the Primary Government

[ ]

The primary government (governmental activities and business-type activities) ended fiscal year
2020 with a net position of $33.3 billion, an increase of $1.8 billion, or 5.9 percent, from the
previous year.

The net position is comprised of $7.8 billion in capital assets, net of related debt, $31.1 billion in
restricted, and a deficit $5.6 billion in unrestricted, excluding component units.

As a result of operating activities, the primary government’s total net position increased by $1.8
billion, or 5.9 percent, in fiscal year 2020 when compared to the previous year’s ending net position.
The net position of governmental activities increased $1.1 billion, or 3.8 percent, from previous
year’s ending net position.

Program revenues for the primary government increased around 20.2 percent on a year to year
basis. Taxes and other general revenues decreased by 12.6 percent from previous year. Expenses
of $21.7 billion, increased by $2.6 billion, with the majority of the increase being in Education and
Health and Human Services.

The net position of the business-type activities increased by $700 million or 55.9 percent, from the
previous year’s ending net position. The business-type activities from the prior fiscal year saw an
increase in total revenue by $1.3 billion and an increase in expenses by $392 million. Program
revenue increased by $1.3 billion while transfers increased by $97 million.

Long-term Debt
e The State’s long-term bonded debt decreased a net of $268 million for both governmental and business-

type activities, combined, due to the payment on the prior year bonds was higher than the issuance of
new bonds. New bond issuance for governmental activities was composed of $140 million for general
obligation bonds. New bond issuance for business type activities was $92 million in revenue bonds.
See Note 8 for more detailed information on long-term liabilities. More detailed information regarding
the government-wide, fund level, and long-term debt activities can be found in the capital asset and
debt administration section of this management’s discussion and analysis (MD&A).
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Fund Level

Governmental Funds

e As of June 30, 2020, the State’s combined governmental funds reported an ending fund balance of
$31 billion, an increase of $1.2 billion, or 3.92 percent, from fiscal year 2019 year’s ending net
position, (see the Governmental Funds Balance Sheet and Statement of Revenues, Expenditures
and Changes in Fund Balances).

® Year to year there was an increase in revenue of $267 million, primarily the result of higher Federal
Revenues and strengthened Selective Tax Revenues, Year to year, expenditures increased by $2.5
billion. Operationally, expenditure increases in the areas of Education and Health and Human
Services are the primary drivers.

® The unassigned fund balance as of the end of fiscal year 2020 was $525.5 million.

Proprietary Funds
e The proprietary funds reported net position of $2 billion as of June 30, 2020, an increase of $700

million, or 55.9 percent, from fiscal year 2019 ending net position.

OVERVIEW OF THE FINANCIAL STATEMENTS

The focus of this annual report is on reporting for the state as a whole and on the major individual funds.
The report presents a more comprehensive view of the state’s financial activities. The Financial Section of
this Annual Financial Report presents the State’s financial position and activities in four parts:

e Management’s Discussion and Analysis (this part)
e Basic Financial Statements
e Government-wide Financial Statements
e Fund Financial Statements
e Notes to the Financial Statements
e Required Supplementary Information other than MD&A
e Other Supplementary Information presenting combining statements and schedules

This report also includes statistical data.
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Reporting on the State as a Whole

Government-wide Statements

The government-wide financial statements are designed to present an overall picture of the financial
position of the state. These statements consist of the statement of net position and the statement of activities,
which are prepared using the economic resources measurement focus and the accrual basis of accounting.
This means that all revenues earned and expenses incurred during the year are included, regardless of when
cash is received or disbursed, producing a view of financial position similar to that presented by most
private sector companies.

The statement of net position combines and consolidates the government’s current financial resources with
capital assets and long-term obligations. This statement includes all of the government’s assets, deferred
outflows, liabilities, and deferred inflows. Net position represents one measure of the state’s financial
health. Other indicators of the state’s financial health include the condition of its facilities, roads and
highways (infrastructure) and economic trends affecting the state’s future tax revenues.

The statement of activities focuses on both the gross and net cost of various activities (governmental,
business-type and component units). These costs are paid by the state’s tax revenues, charges for services
and other revenues. This statement summarizes the cost of providing (or the subsidy provided by) specific
government services and includes all current year revenues and expenses.

The government-wide statement of net position and the statement of activities divide the state’s activities
into the following three types:

Governmental Activities

The state’s basic services are reported here, including general government, education, transportation, health
and human services, public safety and corrections, judicial, natural resources and recreation, legislative,
and regulatory services. Taxes, fees and federal grants finance most of these activities.

Business-type Activities

Activities for which the state charges a fee to customers to pay most or all of the costs of certain services it
provides are reported as business-type activities. The state’s institutions of higher education are included
as business-type activities, as well as unemployment insurance, public schools insurance, medical centers,
magazine publication, state fair, state infrastructure bank, environment department, corrections industries,
and industries for the blind.

Component Units

Component units are legally separate organizations for which the state is either financially accountable or
the nature and significance of their relationship with the state is such that exclusion would cause the state’s
financial statements to be misleading or incomplete. The state has approximately seventy-three (73)
discretely presented component units. Financial information for these entities is presented separately in the
supplemental statements and in the notes.
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Reporting on the State’s Most Significant Funds

Fund Financial Statements

Fund financial statements provide additional detail about the state’s financial position and activitics. Some
information presented in the fund financial statements differs from the government-wide financial
statements due to the perspective and basis of accounting used. Funds are presented in the fund-level
statements based on criteria set by the Governmental Accounting Standards Board (GASB). A fund is a
separate accounting entity with a self-balancing set of accounts. The state uses funds to keep track of
sources of funding and spending related to specific activities. Some funds are required by law to exist, while
others are established internally to maintain control over a particular activity.

All of the State’s funds are divided into the following categorics, each of which uses a different accounting
approach:

Governmental Funds

A majority of the state’s activity is reported in the governmental funds. Reporting of these funds focuses
on the flow of money into and out of the funds and amounts remaining at fiscal year-end for future spending.
Governmental funds are accounted for using the modified accrual basis of accounting, which measures cash
and other assets that can be readily converted to cash. The governmental fund financial statements provide
a detailed short-term view of the state’s general governmental operations and the basic services it provides.
This information helps determine the level of resources available for the state’s programs. The
reconciliations following the fund financial statements explain the differences between the governmental
activities column reported on the government-wide statement of net position and the government-wide
statement of activities, and the governmental funds reported on the fund financial statements. The general
fund, debt service fund, capital projects fund, severance tax fund and land grant fund are reported as major
governmental funds.

Proprietary Funds

When the state charges customers for services it provides, these activities are generally reported in
proprietary funds. Services provided to outside (non-governmental) customers are reported in enterprise
funds, a type of proprietary funds, and are accounted for using the economic resources measurement focus
and the accrual basis of accounting. These are the same business-type activities reported in the government-
wide financial statements, but are reported here to provide information at the fund level. Activities whose
customers are primarily other state agencies (e.g., motor pool) are accounted for in internal service funds.
The internal service fund activities are consolidated with the governmental activities in the government-
wide statements because those services predominantly benefit governmental rather than business-type
activities.

Fiduciary Funds

Fiduciary funds account for assets held in a trustec or agency capacity for others. All state fiduciary
activities are reported in separate statements of fiduciary net position and changes in fiduciary net position.
The activities are reported separately from other financial activities because the state cannot use the assets
to finance its operations. The state’s fiduciary responsibilities include ensuring that the assets reported in
these funds arc used for their intended purpose. Fiduciary funds are accounted for using the economic
resources measurement focus and the accrual basis accounting.
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Reconciliation between Government-wide and Fund Statements

The financial statements include schedules that reconcile and explain the differences between the amounts
reported for governmental activities on the government-wide statements (accrual accounting, long-term
focus) with amounts reported on the governmental fund statements (modified accrual accounting, short-
term focus).

The following are some of the major differences between the two statements:

e C(Capital assets and long-term debt are included on the government-wide statements, but are not
reported on the governmental fund statements.

e C(Capital outlay spending results in capital assets on the government-wide statements, but are
reported as expenditures on the governmental fund statements.

e Bond proceeds result in liabilities on the government-wide statements, but are other financing
sources on the governmental fund statements.

e (ertain tax revenues that are earned but not yet available are reported as revenue on the
government-wide statements, but are deferred inflow of resources on the governmental fund
statements.

e Pension related items including Net Pension Liability, Net Pension Asset, and the Deferred
Inflows and Outflows of resources related to pensions are included in the government-wide
statements and not in the governmental fund statements.

e OPEB related items including Net OPEB Liability and the Deferred Inflows and Outflows of
resources related to OPEB are included in the government-wide statements and not in the
governmental fund statements

Notes to the Financial Statements

The notes provide additional schedules and information that are essential to a complete understanding of
the financial statements. The notes apply to both the government-wide financial statements and the fund
financial statements.

Required Supplementary Information (RSI)

Following the Basic Financial Statements are budgetary comparison schedules for major funds with legally
adopted budgets. In addition, the RSI includes schedules on the funded status and employer contributions
for the State’s Defined Benefit Pension Plans and Other Postemployment Benefits Plan. RSI further
supports the information in the basic financial statements.

Other Supplementary Information

Supplementary Information includes combining statements for the State’s nonmajor proprietary and
fiduciary funds. This section also includes schedules which compare budgeted expenditures to actual results
at the legal level of control, which is generally the program level of the General Appropriation Acts.
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ADJUSTMENTS TO BEGINNING NET POSITION AND FUND BALANCES

While adjustments were made to the opening balances of a number of entities that are part of the primary
government, none individually or collectively were significant to merit discussion.

FINANCIAL ANALYSIS OF THE STATE AS A WHOLE

Net Position
e Total Assets and Deferred Outflows of the State as of June 30, 2020, were $48.8 billion, an increase
of $1.6 billion or 3.5 percent from prior fiscal year. The majority of the increase is due to increased
receivables.
e For governmental activities, total assets and deferred outflows were $42.2 billion, an
increase of $1.9 billion, or 4.8 percent.
e For business-type activities, total assets and deferred outflows were $6.6 billion, a decrease
of $293 million or 4.2 percent.

e Total Liabilities and Deferred Inflows as of June 30, 2020 were $15.6 billion, a decrease of $212
million or 1.3 percent from prior fiscal year.
e Total liabilities and deferred inflows for governmental activities were $10.9 billion, an
increase of $780 million, or 7.7 percent.
e For business-type activities, total liabilities and deferred inflows were $4.7 billion, a
decrease of $992 million or 17.5 percent.

e The State’s total net position of $33.3 billion was $1.8 billion or 5.9 percent higher in fiscal year
2020 compared to the prior year. Of the State’s net position, $7.8 billion was recorded as net
investment in capital assets, while $31.1 billion was restricted by state statute or other legal
requirements and was not available to finance day-to-day operations of the state. Unrestricted net
position was a $5.6 billion deficit. Most of this is attributable to the net pension liability and net
OPEB liability. The reporting of these long-term liabilities is mandated by the Governmental
Accounting Standards Board.
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State of New Mexico
Net Position as of June 30,2020
(Expressed in Thousands)

Governmental Activities Business-type Activities Total Primary Government
2020 2019 2020 2019 2020 2019
Current and Other Assets  § 34495153 § 32358724 § 3,507.396 S 3436924 5 38,002,549 $ 35793648
Capital Assets 7,138,757 7113 854 2,621,648 2,587,983 9,760,403 9,701,839
Total Assets § 41633910 S 39472577 S 6120044 3 6,024,909 47,762,954 43,497 487
Defetred Outflow of
Resources 584,393 817.683 500,907 897,930 1085302 1,715,613
Current Liabilities 3,786,433 2,798,521 844,925 608,947 4,631,358 3,407.468
Long-term Liabilities 6.454.601 6.863,128 3.531.992 4.911.526 9.986,593 11,774,453
Total Liabilities 10,241,034 9,661,648 4,376,917 3,520273 14,617,951 15,181,921
Deferred Inflows of
Resources 639054 438,655 302,439 151,783 042414 590,440
Net Position:
Net Investment in
Capital Assets 5.971.617 5.826.283 1,808,154 1,770,690 1.779.801 7.596.973
Restricted 30,024,134 27.579.790 1,113,160 1,386,077 31,137,294 28,965,868
Unrestricted (4,658.434) (3.216,115) (970,769) (1,905,986) (3,629.203) (3,122,101)

Total Net Position § 31337317 § 30,189,958 § 1,950,575 § 1,250,781 § 33,287,892 § 31,440,739

Percentage change in total
net position from prior year 3.8 % 359 % 39 %

Changes in Net Position

The State’s net position as of June 30, 2020, was $33.3 billion which was $1.8 billion greater than the 2019
net position restated. The State earned program revenues of $15.1 billion, collected tax revenue of $7.5
billion, and received $956 million of general revenues. Total revenues for 2020 were $23.6 billion, an
increase of $1.3 billion, or 6 percent, from fiscal year 2019. Increased revenue was primarily attributable
to the $15.3 million increase in taxes and to the $2.6 billion increase in operating grants and contributions
while other general revenues decreased by $1.2 billion and charges for services decreased by $169 million.
The expenses of the State were $21.7 billion, an increase of $2.6 billion or 13.5 percent, from fiscal year
2019. Further analysis of results of changes in the State’s financial condition follows in the analysis of the
State’s funds. Net program revenues exceeded net program expenses by $1.9 billion, whereas in fiscal year
2019 this amount was $3.1 billion. The tax collections of the State provided additional funding, which when
added to program revenues, supported payment for governmental services.

The following schedule and charts summarize the State’s total revenues, expenses, and changes in net
position for fiscal year 2020:
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Revenues
General Revenpas:
Taxes
Othar Gansral
Ravenues
Program Revenues:
Charges for Services
Operating Grants and
Contributions
Capital Grants and
Contributions
Total Revenues

Expenses

General Control

Culture, Recreation, and
Natural Resourcss

Highway and
Transportation

Judicial

Lagislative

Public Safaty

Fazulation and Licensing

Health and Human
Sarviess

Education

Indirect Interest on
Long-term Debt

Spacial Ttams

Educational Institutions

Public Schools Inserance

Environmental Loans

Minsey' Colfax Madical Cantar

Unemplovment Insurance

State Fair

Other Businass-type Activities
Total Expenzes

Excess Before Transfers

Transfars
Changa in Nat Position
Net Position -
Beszinning as Rastated
Net Position - Ending

State of New Mexico
Changes in Net Pozition
For the Fiscal Year Ended June 30, 2020
(Exprezsed in Thouzands)

Total
Percentage
Gover tal Activities Business-type Activities Total Primary Government Change
2019 to
2020 2019 2020 2019 2020 2019 2020
s 7458825 8 7317368 S - 8 126,103 - 7458826 S TA43471 02 %
623,260 1,840 486 332,448 332,513 055,708 2,181,980 (56.2) %
2,678,902 3,013,662 2324753 2158341 5,003,656 5,173,003 (3.3) %
7,750,233 6,363,981 1,519,974 663,285 9,670,207 7,027,265 376 %
462 2 376,591 7,751 23 897 470015 400,588 173 %
18,973,484 18,911,067 4,584,926 3,305,241 23,588,412 22,226,307 6.0 %
546,145 945,625 - - 946,145 945,925 ©.4) %
154 234 263,383 - - 284254 263,383 1L7 %
952 604 876,139 - - 952,604 876,139 87 %
367458 341,818 - - 367458 341.818 75 %
26,741 28,024 - - 26,741 28.024 (4.6) %
303,004 548,909 - - 593,904 543,909 82 %
207,749 194 836 - - 207,749 194 936 6.6 %
9447582 7864173 . N 9447582 7.864.173 201 %
3,920,465 3,483,071 - - 3920465 3,483,071 128 %
112,126 130,183 - - 112,126 130,183 (13.9) %
15 - - - 15 - - k]
- - 2,302,997 3,844,397 2,802,997 3,844,397 (271 %
- - 397.157 370,385 397,157 370.389 72 %
- - 1387 2,726 1387 2,726 100.0 %
- - 40,450 37.506 40,450 37506 B0 %
- - 1,547,564 137,995 1,547,564 137,995 1,021.5 %
- - 15,007 15,519 15,007 15919 [ R
- - 19248 22,845 19 248 22 845 (15.7) %
16,878,133 14,680,602 4,823,850 4431,777 21,701,983 15,112,380 135 %
2,095,351 4,240,465 (238.924) (1,126,536) 1,856,429 3,113,929
(940,448) (843,055) 040,448 843,055 - -
1,154,903 3,397,410 701,524 (283,481) 1,856,419 3,113,929 (40.4) %
30,182414 26,792,548 1,249 051 1,534 262 31431 465 28,326,810
H 31337317 § 30,189,958 § 1950575 § 1,280,781 N 33287894 S 31,440,739 £9 %
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State of New Mexico Total Revenues - FY 2020

- N

M Operating Grants and Contributions M Capital Grants and Contributions
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State of New Mexico Total Expenditures- FY 2020

‘Culture, Recreation, and Natural
General 1%
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Governmental Activities

Governmental activities program revenue was $10.9 billion, consisting of operating grants and
contributions of $7.8 billion, capital grants and contributions of $462 million, and $2.7 billion in service
charges. Program revenues increased $1.1 billion from the prior fiscal year, the result of a $3.1 million
increase in operating grants and contributions, an $85 million increase in capital grants and contributions,
along with a $335 million decrease in charges for services. Governmental activities expenses increased by
$2.2 billion year to year bringing the total to $16.9 billion. All governmental activities except for general
control activities in the government-wide statement of activities had expenses which exceeded program
revenues. The health and human services function and education function account for three-quarters of
governmental activities expenses and net cost. The operating grants and contributions increased due to
additional grants received by Health and Human Services and Highway and Transportation functions.

The following table shows to what extent the State’s governmental activities relied on taxes and other
general revenues to cover all of their costs. For fiscal year 2020, state taxes and other general revenues
covered 35.47 percent of expenses. The remaining 64.53 percent of the total expenses was covered by
charges for services and grants and contributions.

State of New Mexico
Net Program Costs as of June 30, 2020
(Expressed in Thousands)

Less Program Revenues

Program Program as a Percentage of

Expenses Revenues Net Program Costs Program Expenses

2020 2020 2020 2019 2020 2019
General Control $ 946,145 §  (2.256.003) $ 1,309,860 § 1,630,357 2384 % 2716 %

Culture, Recreation, and

Natural Resources 204,254 (104.017) (189,338) 44 485 357 % 1702 %
Highway and Transportation 052,604 (561.795) (390,809) (354,019) 500 % 505 %
Judicial 367.4358 (20.575) (346.883) (320,809) 56 % 6.1 %
Legislative 26,741 - (26,741) (28.024) - % - %
Public Safety 593,004 (134.278) (459,715) (444.600) 26 % 190 %
Regulation and Licensing 207.749 (45.934) (161.814) (150.878) 21 % 226 %
Health and Human Services 9,447,582 (7,306,992) (2,140,590) (1,969,954) 713 % 75.0 %
Education 3,020,465 (460.003) (3.468,562) (3.001,843) 11.7 % 138 %
Indirect Interest on Long-term Debt 112,126 - (112,126) (130,183) - % - %

$ 16,878,118 S (10.891,399) $§ (5986716) S (4.726368) 645 % 674 %
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m Expenses

B Program Revenue

2,256,000
046,145 105,000
294,254
A—
Resources
m Expenses 946,145 294,254
m Program Revenue 2,256,000 105,000

Business-type Activities

952,604

952,604
562,000

State of New Mexico
Expenses and Program revenues: Governmental Activities
For the Fiscal Year Ended June 30, 2020

(In Thousands)

367,458

amm 21000 6741 -

367,458
21,000

26,741

583,994

M oo 207780

593,954
134,000

207,749
46,000

9447 582

9,447,582
7,307,000

7,307,000

3,529,485

3,929,465
461,000

12,196

Debt
112,126

Business-type activities generated program revenues of $4.3 billion, including charges for services of $2.3
billion, operating grants and contributions of $1.9 billion and $7.8 million in capital grants and
contributions. This was $1.3 billion more than the prior year, attributable to the unemployment insurance
function. The total expenses for business-type activities were $4.8 billion, an increase of $392 million from
the prior year. The largest change occurred in the unemployment insurance function, where expenses
increased by $1.4 billion versus prior year and, offsetting this by $1 billion was a decrease in expenses

related to educational institutions.
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Net expenses exceeded program revenues from the primary
government’s business—type activities by $702 million, an increase of $985 million from the prior year.
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FINANCIAL ANALYSIS OF THE STATE’S GOVERNMENTAL FUNDS

Fund Balances

At June 30, 2020, the State’s governmental funds reported combined ending fund balances of $31 billion.
The State reported $30.3 billion, or 98 percent, as restricted, including $19.3 billion related to the Land
Grant Fund, $5.3 billion associated with the Severance Tax Fund and $1.9 billion attributable to the Capital
Projects Fund, all established by state laws. Note 1.G.14 contains more details about the fund balance
classifications at June 30, 2020. Committed, assigned, nonspendable and unassigned totaled $630 million,
or 2 percent.

State of New Mexico
Fund Balances as of June 30, 2020
(Expressed in Thousands)

Debt Capital Totals
General Service Projects Severance Land Governmental

Fund Fund Fund Tax Grant Funds
Nonspendable $ 46,026 $ - $ - $ - S - S 46,026
Restricted 3389316 433,133 1.867.176 3,502,828 19,330,276 30,322,731
Committed 45,460 - - - - 45.460
Assigned 12,023 - 41 - - 12,964
Unassigned 332328 - (6.813) - - 325,513
Total 8 4,026,053 $ 433,135 § 1,860,402 § 5302828 $ 19330276 S 30,952,694

Percent Change from Prior Year 39 %

Note: Due to presentation change in the financials statements, individual fund percent change from prior year cannot be calevlated.

Governmental Funds

General Fund

General Fund balance at June 30, 2020 totaled $4 billion. Net change in General Fund balance, was an
increase of $899 million. The General Fund ended the fiscal year 2020 with unassigned fund balance of
$532 million.
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Budgetary Highlights — General Fund

The initial fiscal year 2020 budget was adopted by the Legislature during the 2019 Regular Session. The
General Fund original budgeted revenues for fiscal year 2020 were 3.5 percent lower than the fiscal year
2019 final budget basis revenues. During the year, federal revenue was $668 million less than the final
approved budget. After budget amendments, the actual expenditures in the General Fund were $1.5 billion
below the final budgeted amounts. This was mainly the result of agency-mandated measures to reduce
expenditures. Refer to the budgetary comparison schedule for the General Fund in the Other Required
Supplementary Information section of the Annual Financial Report.

Severance Tax Fund
Fund balance at June 30, 2020, totaled $5.3 billion, a decrease of $225 million, or 4.1 percent, related
decrease in investment carnings.

Land Grant Fund

Fund balance at June 30, 2020, totaled $19.3 billion, an increase $283 million, or 1.48 percent, reflective
of increased investment earnings compared to the portfolio in the prior year and higher Rentals and Royalty
revenues.

FINANCIAL ANALYSIS OF THE STATE’S PROPRIETARY FUNDS

Exclusive of Internal Service Funds, the State’s proprietary funds reported Net Position of $2 billion, an
increase of $702 million from the prior year net position.

Educational Institutions

Net Position at June 30, 2020, totaled $1.3 billion. Current period activity increased the Net Position of the
State’s educational institutions by $1 billion, or 306.41 percent. For the fiscal year 2020 the State transferred
$923 million to the State’s educational institutions, an increase of $52 million, or 5.97 percent from fiscal
year 2019.
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DISCRETE COMPONENT UNITS

These are operations for which the State has financial accountability or the nature and significance of their
relationship with the State is such that exclusion would cause the State’s financial statements to be
misleading or incomplete. For the most part, these entities operate similar to private-sector businesses and
the business-type activities described above. All of the State’s discrete component units are presented in
the financial statements.

The State’s discretely presented major component units are:

New Mexico Finance Authority

New Mexico Mortgage Finance Authority
New Mexico Lottery Authority

University of New Mexico Foundation, Inc.
New Mexico State University Foundation, Inc.

Complete financial statements of the individual component units can be obtained from their respective
administrative offices. Addresses and other additional information about the State’s component units are
presented in the notes to the financial statements.

CAPITAL ASSETS AND LONG-TERM DEBT ADMINISTRATION

Capital Asset Activity

As of June 30, 2020, the State’s net investment in capital assets, for governmental activities totaled $6
billion and $1.8 billion for its business-type activities. The state’s capital assets include land, buildings,
improvements, machinery and equipment, mineral rights, roads, highways and bridges. The change in the
State’s investment in capital assets for the current fiscal year was a modest increase of 2.41 percent in total,
for governmental activities increase of 2.49 percent and increase of 2.12 percent for business-type activities.

The State has elected to use the depreciation method to account for infrastructure assets (roads and bridges).
Under this method, the State allocates the cost of infrastructure assets over their estimated useful lives as
depreciation expense. Expenditures to refurbish infrastructure are capitalized and cost depreciated. Under
the allowable methodology, termed the modified approach, infrastructure is capitalized and all expenditures
except those adding to capacity are expensed. The state did not elect to use the modified approach for
infrastructure assets. Costly analyses are also required.

Refer to Note 6 of the financial statements for additional information on capital assets.

21



STATE OF NEW MEXICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended June 30, 2020

Long-term Debt Activity

The State Constitution and Law authorizes the State to issue general obligation bonds, severance tax bonds,
and revenue bonds to finance or refinance the cost of State capital outlay projects authorized by law. General
obligation bonds are secured by the full faith and credit of the State and payable from legally restricted
revenues. During the past year, the State continued to maintain a quality bond rating from Moody’s
Investors Services (Moody’s) and Standard & Poor’s Corporation (S&P) on all State bonds.

The State had the following bond ratings at June 30, 2020:

Revenue Bonds issuances during the year totaled $92 million and GO bond issuances during the year totaled
$140 million.

Refer to Note 8 to the financial statements for additional information on the State’s long-term debt and
other liabilities.

State of New Mexico
Net Outstanding Bonded Debt as of June 30, 2020
(Expressed in Thousands)

Total
Percentage
Governmental Activities Business-type Activities Total Primary Government Change

2020 2019 2020 2019 2020 2019 2019 to 2020

General Obligation Bonds, Net § 421700 § 350925 § -3 - § 41700 § 350925 202 %
Severance Tax Bonds, Net 680,245 814,370 - 680,245 814,370 (16.3) %
Revenue Bonds, Net 1,004.669 1221323 823,419 865,272 1,918,088 2,086,395 (8.1) %
Bond Premmum, Discount, Net 223,194 257,988 39,279 41,791 263,073 299781 (122) %
Total Bonds Payable § 2420408 § 2,644,607 S 862,698 § 907,063 § 3283106 § 3,551,671 (7.6) %
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ECONOMIC CONDITIONS AND OUTLOOK

Economic Factors Affecting New Mexico’s Fiscal Year 2020 Budget

New Mexico utilizes a consensus revenue estimating group (CREG) comprised of legislative and executive
economists to forecast General Fund revenue so the Executive and Legislature work with the same revenue
forecast in preparing their respective General Fund operating budget recommendations. The CREG bases
its State General revenue forecast on forecasts of the U.S. economy from Moody’s Analytics and THS
Global Insight in combination with forecasts of the New Mexico economy prepared by the University of
New Mexico’s Bureau of Business and Economic Research. Economic inputs also include data and
information provided by state agencies, and other national data sources such as the Energy Information
Administration, Bureau of Labor Statistics, Bureau of Economic Analysis, and the U.S. Census. Historical
information on the New Mexico value and volume of crude oil and natural gas produced in the state is
derived from the state’s GenTax Database reporting system, and product price forecasts are derived from
the national economic forecasting services and other sources. Additionally, New Mexico state revenues are
highly sensitive to boom and bust cycles in the energy industry; the CREG conducts a Stress-Test on state
revenues during the process. The establishment and use of Stress-Testing hedges against an economic
downturn or an unforeseen downswing in the energy sector. Stress-Testing allows for targeting appropriate
levels of general fund reserves while safeguarding the state’s budget at the same time.

Trends in the U.S. Economy

The U.S. economy contracted in the State fiscal year 2020. The national economy, as measured by real
gross domestic product, contracted by 1.1 percent in fiscal year 2020. June 2020 year-over-year total
employment levels declined by 12.9 million jobs or 8.5 percent. U.S. average hourly wages grew by 4.3
percent, exceeding inflation of 1.4 percent.

U.S. economic growth declined in fiscal year 2020, with GDP declining 1.2 percent over fiscal year 2019.
Additionally, the U.S. experienced the worst annualized percent change of real gross domestic product in
the fourth quarter of fiscal year 2020 with RGDP declining by 31.4 percent. In March and lasting for the
remainder of fiscal year 2020, the COVID-19 pandemic and healthcare crisis resulted in states issuing
public health orders implementing social distancing measures, closing non-essential businesses, and
limiting and reducing business capacity. The COVID-19 health crisis has exacerbated a national recession.
At the national level, fiscal and monetary policies have been implemented at an unprecedented level to
minimize the negative economic impacts of the healthcare crisis. The Federal Reserve has lowered short-
term interest rates to bolster the US economy and the US Congress implemented major stimulus packages
in last quarter of the 2020 fiscal year 2020.

New Mexico Economy

The New Mexico economy, on a year-over-year basis, grew slightly in fiscal year 2020 with real gross
domestic product growing by 1.6 percent. New Mexico's economic growth, state wages and salaries grew
by 3 percent, and total personal income in the state grew by 5.9 percent. During fiscal year 2020, New
Mexico's employment declined 7.4 percent which represents a loss of 63,400 jobs. At the start of fiscal
year, the Mining Sector grew and set new record levels for rig count, oil production, and taxable gross
receipts. However, the COVID-19 healthcare crisis and the oil price war early in the second half of the
calendar year impacted the industry with supply and demand-side shocks. In March 2020, the price of oil
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collapsed and while it has recovered since then, it impacted rig counts and oil production towards the end
of the fiscal year.

The state’s year-over-year employment declined across most sectors in June 2020. When compared to June
2019, the most severe employment losses were experienced by the mining sector followed by the leisure
and hospitality sector, which lost 6,600 jobs and 24,900 jobs, respectfully. This represents a 25.1% decline
in employment in the leisure and hospitality sector and a 25.4% decrease in the mining sector. The other
services sector declined by 15.8% or declined by 4,600 jobs on a year-over-year basis. The information
sector lost 1,900 jobs, which represent a year-over-year decrease of 16.7%.

Oil prices in fiscal year 2020 remained lower than oil prices in fiscal year 2019. However, this has been
offset by record levels of oil production in fiscal year 2020. Natural gas prices remained low in fiscal year
2020. Average New Mexico prices in fiscal year 2020 for crude oil and natural gas were $44.01 per barrel
and $1.90 per mcf, respectively. New Mexico continued to be the third-largest producing state for oil and
the ninth largest for natural gas.

General Fund Revenue and Reserve Outlook

The fiscal year 2020 recurring revenue declined by 2.4 percent from $8 billion to $7.8 billion, while year-
end financial reserves ended at 35.4 percent of recurring appropriations. The decline in the revenues for
fiscal year 2020 is due to a couple of factors; first, in fiscal year 2019, an unprecedented federal mineral
leasing payment caused overall revenues to increase out of trend; and secondly, the oil price war of carly
2020 and the COVID-19 pandemic impacted revenues in the last quarter of fiscal year 2020.

The use of above-trend revenues for one-time expenditures in fiscal year 2019 and fiscal year 2020 reduced
the potential impact of the current downturn on recurring budgets. Additionally, the June Special Session
actions reduced recurring appropriations by $414 million in fiscal year 2021. Lastly, while revenues in the
last quarter of fiscal year 2020 declined, revenues performed better than expected contributing to ending
fiscal year 2020 reserves.

While states across the country are still reeling from the COVID-19 pandemic overall, many have reported
better than expected revenue collections and improved forecasts. The State of New Mexico is no different,
State revenues have not declined as much as expected in early revenue estimates from last year.

Looking forward to fiscal year 2021, the negative impacts of the economic downturn have also been
mitigated by unprecedented national fiscal stimulus measures totaling $5.9 trillion. These fiscal stimulus
packages are the CARES Act ($2.4 trillion), the December 2020 stimulus package ($900 billion), and, in
early 2021, the American Rescue Plan ($1.9 trillion). The three fiscal stimulus measures provided crucial
assistance and prevented an even worse downturn. Measures employed included unemployment insurance,
stimulus checks to individuals, aid to small businesses, and aid to state and local governments. Lastly, in
New Mexico, the better-than-expected oil price recovery and oil production has had a significant impact on
overall general fund revenues going into fiscal year 2021.

As the national and state economies reopen, oil demand firms around the world and overall economic
recovery take hold in 2021 multiple characteristics are expected to drive New Mexico recovery. The
recovery of oil and natural gas-related growth, including severance, federal mineral leasing bonus, royalty
payments, and gross receipts tax revenue growth associated with oil exploration, is expected to be the largest
driver of General Fund revenue growth in fiscal year 2021 and beyond.
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According to the February 2021 consensus revenue outlook, fiscal year 2021 recurring revenues are
estimated to be $7.2 billion, representing a decline of 8.5 percent over the fiscal year 2020 levels. Oil and
natural gas related revenues are projected to decrease by 4.1 percent compared to fiscal year 2020 levels.
In fiscal year 2021, New Mexico oil prices are projected to average $43.50 per barrel, while natural gas
prices are projected to average $2.45 per mcf. The February 2021 forecast, on a year-over-year basis,
expects oil volumes to increase by 0.5 percent and natural gas volumes to remain flat in fiscal year 2021.
Net gross receipts tax revenue is expected to decrease by 14.2 percent over the prior fiscal year. Personal
income tax revenue is also expected to decrease by 6.2 percent when compared to the prior year. The
February 2021 forecast expects the economic and revenue decline to be in fiscal year 2021, with recovery
beginning in fiscal year 2022.

Lastly, with $1 billion dollars in 2021 legislative actions providing funding for pandemic relief for

businesses and workers, fiscal year 2021 estimated reserves are expected to decline from $2.5 billion or
35.4 percent down to $1.8 billion or 21.7 percent or recurring appropriations.

CONTACT THE STATE’S FINANCIAL MANAGEMENT

The Department of Finance and Administration prepared this report. Questions concerning the information
provided or requests for additional financial information may be addressed to:

State of New Mexico

Department of Finance and Administration
Financial Control Division

Attn: State Controller

407 Galisteo Street

Bataan Memorial Building, Room 166
Santa Fe, New Mexico 87501
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STATE OF NEW MEXICO

STATEMENT OF NET POSITION

June 30, 2020
(In Thousands)
Primary Government
Governmental Business-tvpe Componant
Activities Activities Total Units
ASSETS
Current Assats:
Cash and Cash Equivalents $ 1226892 § G65364 S 219225 § 211,496
Cash and Cash Equivalents - Restricted 23,661 73,142 68.303 337936
Invastment in State Genaral Fund Invastment Pool 6,011,767 177871 6,180,638 -
Invastment in Local Government Investment Pool - 165,950 165,850 10,348
Intarnal Balaness (14,311) 14,511 - -
Duz From Component Units 16,832 13,142 26,574 .
Duz From Primary Government - - - 6,214
Receivables, Nat 1,895,179 612,747 2,607,926 33,647
Loans Receivable, Net 21,263 11421 32,684 141,333
Invastments 3 486,846 486,851 64,088
Due from Broker 365,471 - 365471 -
Prapaid Expenses 5,765 2,639 8434 041
Inventories 30,825 30,685 61,610 246
Other Current Assats 6 20,275 20,281 5,285
Total Current Assets 0,683,253 2,576,643 12,259,898 811,536
Noncurrent Assats:
Unrestricted Cash and Cash Equivalents - 61,483 61,483 -
Restrictad Cash and Cash Equivalents 725 46,943 47,673 10,693
Restricted Investments - 136,568 136,568 1748914
Loans Recaivable, Nat 4415 212,128 216,547 1,866,633
Receivables, Nat 4036 - 4056
Due From Component Units - 3,087 3,087 -
Invastments 24783422 444 458 25,227,920 325,628
Derivative Instruments - Intarast Bate Swaps - 1286 1286
Nat Pension Assats 18,276 - 13,27 -
Other Noncurrent Assats - 24.750 24.750 43409
Nondepraciable Capital Assats 1445139 256,256 1,701,415 29,181
Other Capital Assats, Nat 5,693,598 2,365,392 8,058,590 85,932
Total Noncurrent Asssts 31,850,633 3,552401 35,503,056 4110392
Total Assets 41633810 6129044 47,762,954 4921928
DEFERRED OUTFLOWS OF RESOURCES
Intersst Rate Swaps - 8,37 8,37 -
Deferrad Charge on Refunding 60,212 5,368 63,580 o738
Deferred Outflows - OPEB 27311 7,718 75,029 11,268
Deferrad Outflows - Pension 486 872 435447 836,319 593135
Total Deferrad Outflows of Resources 584,395 500,507 1,085,302 71,561

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO

STATEMENT OF NET POSITION (CONTINUED)

June 30, 2020
(In Thousands)

LIABILITIES

Corrent Liabilities:
Accounts Pavable
Accrued Liabilities
Accrued Interast
Unsarnad Revenue
Due to Primary Government
Due to Component Units
Due To Broker
Intersovernmental Payables
Other Obligations
Funds Held for Others
Bonds Pavabls - Currant Portion:
Other Liabilities - Corrent Portion

Total Corrent Liabilities

Noncurrent Liabilities:
Bonds Pavable, Met of Current Portion:
Due to Primary Government
Neat Pension Liability
Net OPEB Liability
Other Liabilities, Nat of Current Portion
Total Noneurrent Liabilities

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Defarragd Inflows - Pension
Defarrad Inflows - OPEB
Deaferrad Inflows - Other

NET POSITION
Net Investment in Capital Assats
Restricted for:
Nensxpendable:
Financial Aid
Endowment
Other Purposas
Expendabls:
Highway Construction and Maintenance
Education
Debt 2zrvice
Capital Projects
Scholarships
Unemplovment and Insurance
Loan Programs
Other Purposas

Unrastricted Net Position

Total Nat Position

The accompanying notes are an integral part of the financial statements.

Primary Government
Governmental Business-type Component
Activities Activitias Total Units
507,382 S 212,106 S 7156 488 13,687
88,780 185,494 274274 26,374
22,850 17 22,867 -
1,018,760 107,593 1,126,353 1,739
- - - 30,013
4828 55 4883 -
350,733 - 350,733 -
128,056 11 128,067 -
186,155 156 187,911 -
310,573 8.518 315,451 10,803
380,033 48,841 428,896 162,909
788,261 280,134 1,068,385 448251
3,786,433 844 025 4631358 603,786
2,040,353 813,856 2,854 209 2,397,207
- - - 3,087
3420456 2,188,283 5,617,739 172,412
774,28% 383,030 1,159.319 43,810
210,503 144 823 355,326 130,235
6,434,601 3,531,852 9.5986,593 2,751,751
10,241,034 4376917 14,617,951 3445537
180,471 174,851 355,362 13,320
451,853 125,775 577,732 52,547
7.530 1,788 8319 4813
635,854 302,459 042,413 72,780
5,971,617 1,808,184 7.7758.801 45,358
- 145,104 145,104 -
- 95,57 85,571 -
- 13,331 13,331 466,352
704,204 . T04.204 -
218,742 602 2158344 -
77,515 69,939 147 454 110,859
1,869,123 93,971 1,563,004 -
- 28,455 26,455 -
- 168,202 168,202 -
- 376,641 376,641 -
27,154,550 120,344 27,274 854 730.31¢
(4.658.434) (970.769) (5,629.203) 122,084
31.337.317 S 1850575 § 33,287,802 1475172
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STATE OF NEW MEXICO

GOVERNMENTAL FUND FINANCIAL STATEMENTS

General Fund
This fund is the principal operating fund of the State. It accounts for financial resources of the general
government except those required to be accounted for in another fund.

Debt Service Fund
This fund accumulates resources in order to pay the debt service on the State’s long-term debt.

Capital Projects Fund
This fund accounts for all resources used to fund the capital improvement projects in the State.

Severance Tax Fund
This fund accounts for the annual portion of severance taxes generated from the production of minerals and

other natural resources and distributes the monies to the State General Fund.

Land Grant Fund
This fund accounts for all of the resources of the Land Grant Fund.
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STATE OF NEW MEXICO

BALANCE SHEET

GOVERNMENTAL FUNDS
June 30, 2020
(In Thousands)
Capital
General Debt Service Projects
Fund Fund Fund
ASSETS
Cash and Cash Equivalents S 143,766 § 15928 § -
Investment in the State General Fund Investment Pool 3.467.693 252,801 1,975,880
Prepaid Expenses 340 - -
Due From Other Funds 2,339 78.647 585
Due From Educational Institutions Fund 1,145 - -
Due from Component Units 16,832 - -
Recetvables, Net 2,001,512 1,343 3,061
Investments 1413283 84.741 -
Inventones 30,926 - -
Other Assets 6 - -
Total Assets S 7082846 S 433460 S 1,979,526
LIABILITIES
Accounts Payable 5 425,717 § 324§ 66.115
Accrued Liabilities 87,618 - 34
Due To Other Funds 162,184 - 298
Due to Brokers 50,762 - -
Due To Educational Institutions Fund 5,200 - 12,500
Due to Component Units 2,445 - 2,383
Intergovemnmental Payables 97.339 - 30,518
Funds Held For Others 309,044 - -
Other Obligations 811,435 1 3,652
Unearned Revenue 1,018,514 - 33
Total Liabilities 2970458 325 117,535
DEFERRED INFLOWS OF RESOURCES
Unavailable Revenues 86.333 - 1.580
86,335 - 1,589
FUND BALANCES
Nonspendable 46,026 - -
Restricted 3,380,516 433,135 1.867.176
Committed 45,460 - -
Assigned 12,923 - 41
Unassigned (Deficit) 532,328 - (6.815)
Total Fund Balances 4,026,053 433,135 1,860,402
Total Liabilities, Deferred Inflows of Resources,
and Fund Balances S 7082846 § 433460 S 1,972 526

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO

BALANCE SHEET (CONTINUED)
GOVERNMENTAL FUNDS

June 30, 2020

(In Thousands)

ASSETS
Cash and Cash Equivalents
Investment mn the State General Fund Investment Pool
Prepaid Expenses
Due From Other Funds
Due From Educational Institutions Fund
Due from Component Units
Receivables, Net
Investments
Inventories
Other Assets
Total Assets

LIABILITIES

Accounts Payable
Accrued Liabilities
Due To Other Funds
Due to Brokers
Due To Educational Institutions Fund
Due to Component Units
Intergovemnmental Payables
Funds Held For Others
Other Obligations
Uneamed Revenue

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Unavailable Revenues

FUND BALANCES
Nonspendable
Restricted
Committed
Assigned
Unassigned (Deficit)

Total Fund Balances

Total Liabilities, Deferred Inflows of Resources,
and Fund Balances

Severance Tax

Fund

Land Grant
Fund

Total
Govemmental
Funds

$ 223,613
3,077

116

93,951
5,032,356

$ $62.970
97.828
82,837

283,283
18232843

1251277
5,797.281
340
164,524
1,145
16,832
2,383,150
24,783 427
30,926

6

5 3373313

3 19,559,763

34,428 908

S -

229487

492,156
87,652
162,482
350,734
17,700
4828
128,057
309,044
817,088
1,018,549

3,388.290

87.924

87024

19330276

16,026
30,322,731
45,460
12,964
525,513

19.330.276

30,952,694

) 19.559.763

34428908

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO

RECONCILIATION OF THE BALANCE SHEET -

GOVERNMENTAL FUNDS TO THE STATEMENT OF NET POSITION

June 30, 2020
(In Thousands)

Total Fund Balances - Governmental Funds

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

Capital assets used in governmental activities are not financial resources
and therefore are not reported as assets in governmental funds:

Land and Other Nondepraciable Assets (Less § 9.869 ISF)
Buildings, Equipment, Infrastructure and Other Depreciable Assets

(not including § 153,902 in Internal Service Fund balances)
Accumulated Depreciation (Less § 97,714 ISF)

In the fund statements, assets (recetvables) not availabls to provide current resources
are offset with deferred inflows of resources. The reduction of the liability

and recognition of revenue increases net position in the Statement of Net Position.
Recognition of Revenues deferred in the 3t Gen FA F§

Prepaid warranty expenditures are recorded as an expenditurs in the governmental funds,

but recorded as an azzet, net of amortization in the Statement of Net Position

The deferred chargs on bond refunding issues 15 not recognized in the governmental
funds but is recognized in the government-wide statements.

The net pension asset for the pension fund which has a positive
net position is reported in the Statement of Net Position but not in the funds statements

The pension and OPEB-related deferred outflows of resources are not recognized in the
government-wide statements, and neither are the deferred inflows of resources
(Less § 7.078 and § 9.109 for ISF)

The deferred gain on refunding is not recopnized in the governmental funds, but
is recognized the government-wide statements

Internal service funds (ISF) are used by management to charge for certain activities,
such as insurance, information technology, fleet operations, printing, and
telecommunications. The assets and liabilities of the internal service funds are
included in governmental activities in the Statement of Net Position.

Accrued interest payable is not recognized in the govenrmental funds statements

Long-term liabilities. are not due and payable in the current period and therefors
are not reported in the fund financial statements:

Net pension liability (Less ISF $ 47,190)

Net OPEB liability (Less ISF § 11,364)

Bonds payable, including bond premiums net of amortization

Compenzated abzences, notes payable, contingent liabilities, and other liabilitiez
(Less § 132,391 ISF)

Other Differences
Total Net Position - Governmental Activities

§ 30,952,694
$ 1435290
16,734,003
(11,096,590) 7,072,703
76,650
5,145
60212
19.276
§ 517103
(623,315) (106.210)
3,744
36,656
(22,850)

§ (3.382266)
(762,923)
(2.420,408)

(216,836) (6,782,433)

1,732
§ 33737

The accompanying notes are an integral part of the financial statements.

34



This Page Intentionally Left Blank

35



STATE OF NEW MEXICO

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCES —- GOVERNMENTAL FUNDS
For the Year Ended June 30, 2020

(In Thousands)
Capital
General Dbt Service Projects
Fund Fund Fund
REVENUES
Taxess:
General and Szlective Taxes S 4907386 S 734 238 s 6,250
Income Taxss 1,735,060 - -
Total Taxss 6.662 456 734,238 5,250
Other Revenupes:
Federal Revenuse 8,183 367 . 14 326
Investment Income (Loss) 151.823 26,775 202
Rentals and Rowaltiss 920,482 - 3,341
Charges for Services 162,775 2,692 126
Licensss Fees, and Permits 308,341 2,133 -
Assessments 46,289 - -
Miscellansous and Other 314 551 - 7.112
Total Revenues 16,760,084 766,138 31,450
EXPENDITURES
Current:
Culture, Recreation, and Natural Resources 250,983 62 20,323
Education 3,811,580 - 114 615
General Control 335,527 828 76,981
Health and Human Services 9,363,065 - 45,681
Hishway and Transportation 450,487 - 106,270
Judicial 345975 20 1,335
Legislative 25,855 - -
Public Safety 572,996 - 1,948
Regvlation and Licensing 187,523 - 12,675
Capital Outlay 375,376 20 168,542
Dbt Sarvice:
Principal 115,559 776,564 -
Interast and Other Charges 50,911 63,151 -
Total Expenditures 15.885.877 840,645 548,370
Excesz Revenues Over (Under)
Expenditures 874207 (74,507) (316,880)
OTHER FINANCING SOURCES (USES)
Bonds Issued s - s - s 701,709
Bond Premiuvm - - 17,547
Procesds from the Sals of Capital Asssts 1.336 - -
Transfers In 1,165,773 4,331 300,572
Transfers to Higher Ed (826.212) - (30,250)
Transfers Out ({316.348) (31.873) (180,654)
Total Other Financing Sources (Uses) 24 349 (27.542) 790 284
Net Change in Fund Balances 868,536 (102,045) 282 404
Fund Balances - Beginning, as Restated -
See Note 9.C, 3,127,487 535,184 1,577,998
Fund Balances - Ending S 4026053 S 433133 1.860.402

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS (CONTINUED)

For the Year Ended June 30, 2020
(In Thousands)

REVENUES
Taxes:
General and Salactive Taxes
Incomes Taxes
Total Taxes
Other Revenuves:
Fadaral Ravenue
Investment Income (Loss)
Eentals and Rovaltiss
Charges for Ssrvicss
Licensss, Feas, and Parmits
Asseszsments
Miscellansous and Other
Total Revenues

EXPENDITURES

Current:

Culturs, Eecreation, and Natural Resourcss

Education

General Control

Health and Human Services

Highway and Transportation

Judicial

Legislative

Public Safety

Regulation and Licensing
Capital Outlay
Diabt Sarvics:

Principal

Intersst and Other Charges

Total Expenditures
Excess Revenues Over (Under)

Expenditures

OTHER FINANCING SOURCES (USES)
Bonds Issuad
Bond Pramivm
Procseds from the Sale of Capital Asssts
Transfers In
Transfers to Higher E4
Transfers Out

Total Other Financing Sources (Uszes)

Net Change in Fund Balances

Fund Balances - Beginning, as Restated -

See Note 9.C,
Fund Balances - Ending

Severance Tax

Fund

Land Grant
Fund

Total

Governmental

Funds

5,647,924
1,755,060

111
154,350
947,515

7,402,984

8,207,807
311,027
1,871,338
165,893
310,474
46,289
321,663

1,101,876

18.637.475

271,368
3,926,195
414,139
9,408,746
556,757
347,330
25,855
574,944
200,198
543,538

862,163
114,062

803

17,275,695

1,101,173

1.361,780

31.873

(234.870)

(65.436)
(752.940)

701,709
17,947
1,836
1,502,549
(922.638)
a,

(202.997)

(818.376)

LA

(225.210)

16,047 479

1,136,498

29 816,196

(¥,

hJ| oo

28,038
02,828

La LA

S

19.330.276

30,852,694

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2020
(In Thousands)

Net Change in Fund Balances - Total Governmental Funds S 1.136.498
The change in Nzt Position reported for governmental activities in the Statement of
Activities is different because:
Governmental funds report capital outlays as expenditures: however. in the
Statement of Activities, the cost of those assets is allocated over their estimated
useful lives as depreciation expense. In the current period, these amounts are:
Capital outlay s 543938
Depreciation expense (less ISF § 10,491) (320444
Excess of capital outlay over depreciation expense 23494
Net change in deferred inflows of resources, adjustments from prior year
(reported as deferred inflows of resources i the Balance Sheet - Governmental Funds and
reported as revenue in the Statement of Activities.) 17,400
The Statement of Revenues, Expenditures and Changes in Fund Balance - Governmental
Funds report prepaid warranty as expenditurss. The Statement of Activities
reports as amortization expense, the cost of the prepaid expenditure over the useful life. (2.708)
Capital gain (loss) s not recognized mn the funds financial statements, but is in the Gov't-wide (3.637)
Change in estimate of Federal Revenues receivable for settlement of Indian Water
Rights claims. (21.837)
Lhe deterred l0ss (less defetred gam) on relunNMng bond 1SSUES 1S capitahzed and the amorNzZanon 1s
reported in the Statement of Activities. ) (10.689)
2,333 (8.356)
Pension expense and OPEB expense of govemnmental funds is recognized in the Statement 5  (334,038)
of Activities but not in the funds statements. 79,248 (254.790)
The Statement of Activites is presented on the accrual basis. while the Funds Statements
are presented on the "available resources” basis. This adjustment combines the net change
of the following balances:
Accried Interest on Bonds Payable 5 1.821
Notes Payable 1.250
Compensated Absences Expense (14.368)
Pollution Remediation Obligation (14.210)
Other 13
Contingent Liability 20,404 4.000
Change in Net Position of Governmental Activities S 1,154 9203

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO

PROPRIETARY FUND FINANCIAL STATEMENTS

Educational Institutions Fund

This fund accounts for the resources used to operate the seven institutions of higher education and three
other schools, which were created by the Constitution of the State of New Mexico. These institutions are the
University Of New Mexico, New Mexico State University, New Mexico Highlands University, New
Mexico Institute of Mining and Technology, Western New Mexico University, Eastern New Mexico
University, Northern New Mexico College, New Mexico Military Institute, New Mexico School for the
Visually Handicapped, and the New Mexico School for the Deaf.

Unemployment Insurance Fund

The Unemployment Insurance Fund accounts for funds used for unemployment compensation. This fund does not
account for other than unemployment compensation (i.e., workers’ compensation, employment security labor market
statistics, administration of the employment compensation program, etc.) This fund was reported as a non-major
enterprise fund in prior year.

Non-major Enterprise Funds
Combining financial statements for the individual non-major enterprise funds are presented in the Financial
Section - Required and Supplemental Information.

Internal Service Fund

Combining financial statements for the internal service funds are presented in the Financial Section -
Required and Supplemental Information.
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STATE OF NEW MEXICO

STATEMENT OF NET POSITION

The accompanying notes are an integral part of the financial statements.

PROPRIETARY FUNDS
June 30, 2020
(In Thousands)
Businzss-type Activities - Enterprise Funds Governmental
Unemployment Nenmajor Activitiss -
Educational Insurance Enterprise Internal
Institutions Fund Funds Total Servics Funds
ASSETS
Current Assats:
Cazh and Cash Equivalents 756817 § 186,666 S 21,881 965364 S -
Cash and Cash Equivalents - Restrictad 73,142 - - 73,142 -
Investment in the State General Fund Invastment Pool - - 204,250 204,250 214,483
Invastment in the Local Government Invastment Pool 61,013 - 104,937 163,950 -
Duz From Other Funds 17,703 - - 17,703 -
Duz From Component Unit 13,142 - - 13,142 -
Recaivables, Net 429,305 166.948 27915 624,168 7238
Invastments 486,346 - - 486,346 -
Invantories 29,112 - 1373 30,683 -
Other Current Assets 22,633 - 331 22964 10
Total Current Assets 1,891,713 353614 360,887 1606214 221,733
Noncurrant Assats:
Unrastrictzd Cash and Cash Equivalents 61438 - - 61438 -
Restrictzd Cash and Cash Equivalents 46,948 . 46,948 -
Loans Racaivable 15,252 - 196,876 212,128 -
Invastments 413,621 30877 444 498 -
Rastricted Invastments 136,568 - - 136,568 -
Duz From Component Units 3,087 - - 3,087 -
Darivative Instruments - Intersst Ratz Swaps 1,286 1,286
Other Noncurrent Assats 24,750 - - 24,750 -
Nondepraciable Capital Assats 253,629 - 2,627 256,256 9,369
Capital Assets, Nat 2,304,406 60.936 2,363,392 56,185
Total Noncurrent Assets 3,261,035 - 291 366 3552401 66,034
Total Assets 5,152,748 353614 632,253 6,158,615 287,787
DEFERRED OUTFLOWS OF RESOURCES
Interest Rate Swaps 3374 - - 38374 -
Deferred Chacze on Refunding 3,368 - - 3,368 -
Daferrad Outflows - OPEB 47318 - 3% 47718 401
Deferrad Outflows - Pension 432740 - 6,707 430447 6,677
Total Deferrad Outflows of Resources 493 301 - 7,106 500,907 7078
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STATE OF NEW MEXICO

STATEMENT OF NET POSITION
PROPRIETARY FUNDS (CONTINUED)

June 30, 2020
(In Thousands)
Business-type Activitizs - Enterprise Funds Govarnmental
Unemplovment Nonmajor Activities -
Edvcational Insurance Enterprize Internal
Institutions Fund Fonds Total Service Funds
LIABILITIES
Current Liabilities:
Accounts Payable 1 208951 § 492 ¢ 2663 S 212,106 § 15,226
Deficizney in 3GFIP - 26,379 - 26,379 -
Apersed Liabilities 42,967 141,394 1,150 185,511 1,130
Unearned Revenue 87,104 15,840 4649 107,393 211
Dus to Other Funds 1,145 43 2, 3,188 -
Duz to Component Unit 535 - - 535 -
Due To Higher Educational Insitutions - - 4 4
Funds Held for Others 7371 1,252 283 8,918 -
Bonds Payable, Current Portion 47,781 - 1,060 48,841 -
Other Liabilitizs, Current Portion 247239 12 34,630 281,901 86,781
Total Current Liabilities 642,633 185412 46,431 74,486 103,348
Noncurrent Liabilities:
Bonds Payable, Net of Current Portions 806,921 - 6,933 813,856 -
Net Pension Liability 2,140,897 - 47,386 2,188,283 47,190
Net OPEB Liability 373,710 - 11,320 385,030 11,364
Other Liabilities, Net of Current Portion 60,334 - 84,489 144 823 67,198
Total Noncurrent Liabilities 3,381,862 - 150,130 3,531,992 25,752
Total Liabilities 4,024,495 185,412 196581 4,406,488 229,100
DEFERRED INFLOWS OF RESOURCES
Deferrad Inflow - Pension 172,403 - 2488 74,891 2476
Defarrad Inflow - OPEB 119,171 - 6,608 125,779 6,633
Deferrzd Inflow - Other 1,789 - . 1,789 .
Total Deferrad Inflows of Resourees 293,363 - 9,096 302,459 8.109
NET POSITION
Net Invastment in Capital Assets 1,752,566 - 55,618 1,808,184 66,053
Restricted:
Nonsxpandable:
Scholarships and Student Loans 145,104 - - 145,104 -
Endowment 95,571 - . 95,571
Other Purposss 13331 - - 13331 -
Expendabla:
Eduveation 602 - - 602 -
Debt Servies 69,939 - . 69,939
Capital Projects 93,971 - - 93,971 -
Scholarships 28433 - - 28433 -
Unemployment and Insurancs - 168,202 168,202 -
Loans 157 : 375,067 376,641 -
Other Purposss 42,809 - 77,535 120,344 61,961
Untastrictad (Daficit) (916,231) - (34,338) (970,76%) (71,338)
Total Net Pozition $ 1328691 § 168.202 § 433682 § 1.950.575 § 56,656

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS
For the Year Ended June 30, 2020

(In Thousands)
Business-type Activities - Enterprise Funds Governmental
Unemployment Nonmajor Activities -
Educational Insurance Enterprise Internal
Institutions Fund Funds Total Service Funds
OPERATING REVENUES
Charges for Services S 150,468 % 121,004 S 435063 § 706,335 § 317436
Federal Revenue 384,880 1,008,480 10,560 1,493,029 -
State, Local, and Private Grants and Contracts 89562 B 429 89,901 7
Loans and Other Income 276 - 8,073 8,340 -
Student Tuition and Fees, Net 221,408 - - 221,408 -
Patient Services/Clinical Operations 1,396,811 - - 1,396,811 -
Other Operating Revenues 152.816 3435 (373) 155,878 (8)
Total Operating Revenues 2,396,230 1,222,019 433,752 4,072,901 317455
OPERATING EXPENSES
Benefits, Claims, and Premiums - 1,547,564 3,771 1,551,335 -
Education and General Administration 2,408,600 - 453,776 2,052,385 406,765
Depreciation and Amortization 178,283 B 4,894 183,177 10,491
Other Operating Fxpenses 00700 - 10,844 110,634 2216
Total Operating Expenses 2,776,682 1,547,564 473,285 4,797,531 300,472
Operating Income (Loss) (380,452) (324.645) (19,333) (724,630) 7,083
Income (Loss) Before Transfers and Other
Revenues (Expenses) 71,364 (313,902) (4,137) (246.675) 23 764
CAPITAL CONTRIBUTIONS AND ENDOWMENTS
Capital Grants and Gifts 2,150 - - 2,159 -
Permanent Fund Endowment Contributions 5,592 - - 3,392 -
Total Capital Contributions and Endowments 7,751 B - 7,751 B
TRANSFERS
Transfers In 022,642 - 18,971 041,613 60,377
Transfers Out - - (1,163) (1,165) (42.463)
Total Transfers 022,642 - 17,806 040,448 17,014
Change in Net Position 1,001,757 (313.902) 13,669 701,524 41,678
Net Position - Beginning, as Restated -
See Note 9.C. 326,934 482,104 440,013 1,249,051 14,978
Net Position - Ending § 1328601 3§ 168202 § 453682 § 1950375 $  56.656

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended June 30, 2020

(In Thousands)

Business-tvpe Activitizs - Enterprise Funds Governmental
Unemplovment Nonmajor Activitiss -
Educational Inserance Enterprise Internal
Institutions Fund Funds Total Servica Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Receivad from:
Faas for Sarvice $ 274100 ¢ 120840 § 44303 § 837876 £ 518,081
8als of Products 1,614,050 - 1,614,050 -
(rifts, Grants, and Contracts 443,401 1,098,480 3,718 1,545,589 -
Loan and Note Rapayments - - 11,877 11,877 -
Other Sources 121,612 - 7.309 128,821 22,119
Cash Payments to or for:
Supplisrs (961,999) (5,799) (438282)  (1,406,080) (515,299)
Employsss (2,195,668) - (26.946)  (2,222,614) (24,183)
Unemployment Benefits . (1,530,558) - (1,530558) :
Student Loans and Loan Losses (58,751) ) . (58,751) )
Other Paymeats (139.,952) - (4.817) (144,769) -
Net Caszh Provided (Used) by Operating Activities (803,207 (317,037) (4,105)  (1,22434%) 718
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES
Transfers In 798,678 ; 8739 807,417 51,180
Transfers Out . ) (993) (995) (41,636)
(Gifts for Other Than Capital Purposes 89,084 - 5,722 104,306 -
Intersovernmental Racaipts 205,079 - 1779 302,858 -
Other 40,546 - 14,145 54.691 7,905
Net Cash Provided (Used) by
Noneapital Financing Activities 1233387 ] 35390 1268777 17,448
CASHFLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Arquisition of Capital Assats (214,466) - 2,229) 216,693) (2,678)
Capital Debt Servics Payments - Principal (109.949) : (L030)  (110979) :
Capital Debt Service Payments - Interest (29319) ; ) (29.319) )
Capital Conteibutions and Debt Proceads 163,184 - - 163,184 -
Proceads from Sale of Capital Assats 407 - 56 463 243
Other 3,344 - - 3344 -
Net Cash Provided (Used) by Capital and Related
Financing Activities (186,799) - (3.203) (190,002) (2.435)

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS (CONTINUED)

For the Year Ended June 30, 2020
(In Thousands)

Businass-tvpe Activitizs - Enterprise Funds Govaramental
Unemployment Nonmajor Activifizs -
Educational Insurance Enterprize Internal
Institutions Fené Fends Total Servics Funds
CASH FLOWS FROM INVESTING ACTIVITIES
Recsipts of Interest and Dividends of Investments 64784 S 10743 § 20142 S 77669 $ 902
Purchase of Investments (592,613) - - (592,613) -
Raceipts of Rent 3254 - 263 3517 -
Proceads from Sale and Maturity of Investments 644,72 - (3) 644,724 -
Net Cazh Provided (Used) by Investing Activities 20,154 10,743 2400 133,297 802
Net Increase (Decreaze) in Cash 263,335 (306,295) 30,482 (12,278) 16,634
Cash and Cash Equivalents at Beginning of Year, as
restated 737,873 466,532 300,386 1,503,041 187 831
Cash and Cash Equivalents at End of Year 1001408 S 160287 § 331068 S 1462763 § 214483
Cash and Cash Equivalents
Unrastricted 818304 S 186,666 $ 21,706 § 1026676 S -
Rastricted 122,081 - - 122,081 -
Invastmant in the Local Government Invastment Pool 61,013 - 104937 163,930 -
Invastment in the State General Fund Investment Pool - (26,379) 204,425 178,046 214 485
Total Cash and Cash Equivalents 1001408 8 160287 § 331068 S 1462763 § 214485
RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH PROVIDED (USED) BY
OPERATING ACTIVITES
Operating Income (Loss) (380452) § (324645) 3§ (19.333) § (724,630) S 7883
Agjustments to Reconcile Operating Income (Loss)
to Nat Cash Provided (Usad) by Operating Activitiss:
Depraciation and Amortization 178,110 - 4384 183,004 10,451
Bad Debt Expenze 107,002 - 1,011 108,013 .
FRealized (Gain) Loss on Disposal of Assats 305 - 2 28 -
Untealizad (Gain) Loss on Investments (1,072) ; . (1,072) ;
Changs in Nat Pension Liability (1,131,545) - 6,993 (1,124,956) 843
Changs in Net OPEB Liability (35,357) - (76) (35,433) (2.863)
Changs in Deferrad Outflow of Resources 266,22 - - 266,22 -
Changz in Daferrad Inflow of Rasources 06,403 - - 06,403 -
Nat Changes in Assets and Liabilitiss Related to
Operating Activitizs:
Raceivables Dus From Other Funds (111,115) (126,775) (107) (237,987) 40
NotesLoans 1,765 ) (3,715) (1,950) )
Inventories (1,9%0) - 34 (1,936) -
Prapaid ltems Other Assats (6.416) - 101 (6,315) (487)
Insurance Claims Payable - - - - (14,201)
Accounts Payvabla/Accruad Liabilitiss Dus
To Other Funds 96,720 134382 2515 233626 (1,590)
Loss Adjustments - - 3,771 3,771 -
Unszarned Ravenue 18,600 - (36) 18,564 .
Net Cash Provided (Used) by Operating Activities (903.207) § (317.038) § 4105 § (1224350) § 718

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO

FIDUCIARY FUNDS FINANCIAL STATEMENTS

Pension and Other Employee Benefits Trust Funds

These funds account for the resources accumulated and held for the payment of retirement and other benefits
under plans operated by the Public Employees Retirement Association, the Educational Retirement Board,
and the Retiree Health Care Authority. Combining financial statements for the individual pension trust
funds are presented in the Financial Section - Required and Supplemental Information.

External Investment Trust Funds

These funds account for assets held by the State in a trustee capacity. The funds are held in custody for
external participants in the New Mexico State Treasurer’s Investment Trust Funds and the State Investment
Council External Investment Trust Funds. Combining financial statements for the individual external trust
funds are presented in the Financial Section - Required and Supplemental Information.

Private Purpose Trust Funds

These funds account for resources held under trust arrangements and which benefit individuals,
organizations, and other governmental units. These funds include the Scholarship Fund, the Education Trust
Fund, the Water Trust Fund, and the Bartlett Trust Fund. Combining financial statements for the individual
private purpose trust funds are presented in the Financial Section - Required and Supplemental Information.

Agency Funds

These funds are used to report resources held by various State agencies in a purely custodial capacity for
distribution to external parties. Combining financial statements for the individual agency funds are
presented in the Financial Section - Required and Supplemental Information.

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO

STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY FUNDS
June 30, 2020
(In Thousands)
Pension and External Private
Other Empl. Investment Purpose
Benefit Trust Trust Agency
Trust Funds Funds Funds Funds
ASSETS
Cash and Cash Equivalents S 1.132. 495 s 96,627 S 11,945 s 22390
Investment in State General Fund Investment Pool 73,297 - 78,358 36,551
Invaztmeant in | neal Gravernment Inveaztmeant Panl 104 - - 413789
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STATE OF NEW MEXICO

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

FIDUCIARY FUNDS
For the Year Ended June 30, 2020
(In Thousands)

ADDITIONS
Contributions:
Employee Contributions
Employer Contributions
Member Contributions
Other
Total Contributions

Pool Participant Deposits

Inwvestment Income (Loss):
Net Increase (Decrease) in
Fair Value of Investments
Interest and Dividends

Less Investment Expense
Net Investment Income

Other Additions
General Fund Appropriation
Other Operating Revenues
Total Other Additions

Total Additions

DEDUCTIONS
Benefits and Claims
Diztributions
Refunds

General and Administrative Expenses

Other Operating Expenses
Total Deductions

Change in Net Position

Net Position - Beginning, as Restated

Net Position - Ending

Pension and External Private
Other Empl. Investment Purpose
Bensfit Trust Trust
Trust Funds Funds Funds
848321 S - -
968.063 - -
- - 500506
q - -
1,816,392 - 309,506
- 711,193 -
(422 889) 3,924 178273
364903 3,126 61.346
(57.986) 7.050 239619
209,360 - 3.047
(267.346) 7.050 236372
- - 3,000
121,051 - 30,586
121.051 - 33,386
1.670.097 718,243 779,664
2.490.647 - -
- 20.62 644 312
06,446 - 117,348
345,686 5,220 54 400
1.001 - 27.466
2933780 623,846 843326
(1.263.683) 92,397 (63,862)
30640393 737470 3,073,467
29385712 § 849 867 3,009,605
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STATE OF NEW MEXICO

COMPONENT UNIT FINANCIAL STATEMENTS
June 30, 2020

New Mexico Finance Authority

The New Mexico Finance Authority coordinates the planning and financing of state and local public
projects, provides for long-term planning and assessment of state and local capital needs, and improves
cooperation among the executive and legislative branches of state government and local governments in
financing public projects.

New Mexico Mortgage Finance Authority
The New Mexico Mortgage Finance Authority assists in the financing of housing for persons of low and
moderate income in the State.

New Mexico Lottery Authority
The Lottery Authority was created and organized for establishing and conducting the lottery to provide
revenues for the public purposes designated in the Lottery Act, which benefits the educational institutions
created by the State Constitution.

University of New Mexico Foundation
The foundation is a nonprofit corporation organized to solicit, receive, hold, invest, and transfer funds for
the benefit of the University of New Mexico.

New Mexico State University Foundation
The foundation is a nonprofit corporation organized to solicit, receive, hold, invest, and transfer funds for
the benefit of the New Mexico State University.

Non-major Component Units

There were seventeen non-major component units at June 30, 2020. Their financial information is presented
in total. They are as follows: UNM Alumni Association; UNM Lobo Club; UNM Anderson School of
Management Foundation; New Mexico Tech Foundation; New Mexico Highlands University (NMHU)
Foundation; NMHU Stable Isotopes Corporation; Western New Mexico University Foundation; Eastern
New Mexico University (ENMU) Foundation; ENMU Roswell Foundation, ENMU Ruidoso Foundation;
Northern New Mexico College Foundation; New Mexico Military Institute Foundation; New Mexico
School for the Visually Impaired Foundation; Cumbres & Toltec Scenic Railroad Commission; New
Mexico Renewable Transmission Authority; the New Mexico Small Business Investment Corporation and
New Mexico State-chartered Charter Schools.
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NOTES TO THE FINANCIAL STATEMENTS - NOTE 1

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying basic financial statements of the State of New Mexico (the State) and its component units have
been prepared in conformity with generally accepted accounting principles (GAAP) as prescribed by the
Governmental Accounting Standards Board (GASB). The State’s significant accounting policies are described below.
All dollar amounts are in thousands, except when stated.

A. Description of Government-wide Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of Activities) report
information on all of the non-fiduciary activities of the primary government and its component units. All fiduciary
activities are reported only in the fund financial statements. Primary government activities are distinguished between
governmental and business-type activities. Governmental activities are generally financed through taxes,
intergovernmental revenues, and other non-exchange revenues. The governmental activities column incorporates data
from the internal service funds as well as the governmental funds. Business-type activities are financed in whole or in
part by fees charged to external parties for goods or services. The primary government is reported separately from
certain legally separate component units for which the primary government is financially accountable.

B. Reporting Entity

For financial reporting purposes, the State’s financial reporting entity includes the primary government (i.e., legislative
agencies, departments and agencies, commissions, the Governor and Cabinet, boards of the Executive Branch, various
offices relating to the Judicial Branch, and the ten educational institutions created by the Constitution of the State of
New Mexico, Article XII, Section 11). The annual financial report does not include the financial statements of the
community colleges or public schools.

The GASB has set forth criteria to be considered in determining financial accountability as defined in GASB Statement
No. 14, The Financial Reporting Entity (as amended). These criteria include appointing a voting majority of an
organization’s governing body and 1) the ability of the State to impose its will on that organization or 2) the potential
for the organization to provide specific financial benefits to, or impose specific financial burdens on the State. Where
a State does not appoint a voting majority of an organization’s governing body, GASB standards require inclusion in
the reporting entity if an organization is fiscally dependent on the State, its resources are held for the direct benefit of
the State or can be accessed by the State, or the relationship is such that it would be misleading to exclude it.

Blended Component Units

The following blended component units are considered to be component units of the State Institutions of Higher
Education, and are thus component units of the State. Each is financially accountable to the respective institution, and
the Board of Regents (governing board) of each institution controls the finances and has appointment power over the
unit’s governing authority. Except for the University of New Mexico Retiree Welfare Benefit Trust, a fiduciary fund
of the University of New Mexico, separately issued financial statements for each of these blended component units
can be obtained by the New Mexico State Auditor’s Office.
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=  STC.UNM

STC.UNM (formerly known as Science & Technology Corporation @ UNM) is a nonprofit corporation formed under
the auspices of the 1989 New Mexico University Research Park Act and the New Mexico Nonprofit Corporation Act.
The business of the corporation is to manage the commercialization of technologies developed by the University’s
faculty and manage the real estate development of the Science & Technology Park at the University of New Mexico
on the South Campus. STC.UNM, 101 Broadway Blvd. NE, Suite 1100, Albuquerque, NM 87102,

=  Lobo Development Corporation

Lobo Development Corporation (LDC) was established in October 2007, under the State of New Mexico’s University
Research Park and Economic Development Act. LDC was established to benefit UNM’s Regents in the management
and development of University-Owned real estate. The activities of LDC include the acquisition, development,
disposition, and rental of University real estate. Lobo Development Corporation, 801 University Blvd. SE, Suite 207,
Albuquerque, NM 87106.

* Lobo Energy, Inc.

Lobo Energy, Inc. (LEI) was formed by the UNM Regents in June 1998, under the University Research Park Act to
be a separate 501(c)(3) corporation wholly owned by UNM. Its responsibilities include the procurement of natural gas
and electricity, operations and maintenance of all production facilities, and energy measurement and management
systems. Lobo Energy, Inc., 800 Bradbury Dr. SE, Suite 216, Albuquerque, NM 87106.

= University of New Mexico Medical Group (UNMMG)

The UNM Medical Group, Inc., was organized in 2007. The Laws of 1989, Chapter 264, as amended created
University Research Park and Economic Development Act (the Act). UNMMG is a nonprofit corporation that was
organized under the Act. UNMMG’s purpose is to promote, advance and support the clinical, scientific, educational,
research and charitable purposes of the School of Medicine and the University of New Mexico Health Sciences Center.
UNMMG is responsible for the delivery of patient clinical services, practice oversight, and management of the
professional medical practice of UNM. University of New Mexico Medical Group, 933 Bradbury Street, Suite 2222,
Albuquerque, NM 87106.

=  UNM - Sandoval Regional Medical Center (SRMC)

In 2009, the UNM Regents approved formation of the Medical Center. The Laws of 1989, Chapter 264, as amended
created University Research Park and Economic Development Act (the Act). SRMC is a not-for-profit corporation
that was organized under the Act. The creation of SRMC resulted from collaborations between the University of New
Mexico Medical Group and University of New Mexico Hospital and hold representation on the SRMC board of
directors. SRMC’s purpose is to serve as a community based academic healthcare facility. The administrative offices
are located at 3001 Broadmoor Blvd. NE, Rio Rancho, NM 87144,

*= Innovate ABQ, Inc.

Innovate ABQ, Inc. is a nonprofit corporation established under the provisions of the New Mexico Nonprofit
Corporation Act and the State of New Mexico University Research Park and Economic Development Act which is
operated exclusively for charitable, scientific, and educational purposes under Section 501(c)(3) of the IRC. Innovate
ABQ, Inc., a public/private partnership, is a research and high technology business district located between the main
University campus and downtown Albuquerque, New Mexico that serves as a catalyst for a new innovation economy
in New Mexico and other educational initiatives for the University. Innovate ABQ, Inc., 801 University Blvd. SE,
Suite 207, Albuquerque, NM 87106.
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= Arrowhead Center, Inc.

Arrowhead Center, Inc. was organized pursuant to the provisions of the State of New Mexico University Research
Park Act of 1989. It provides a financial benefit to New Mexico State University (NMSU) and was established to
foster economic development within the State through the development of research parks and University real property
as well as to protect, license and market intellectual property developed by faculty, staff and students of NMSU, as
well as members of the community. Arrowhead Center, Inc., MSC 3CR, P.O. Box 30001, Las Cruces, NM 88003,

= New Mexico Institute of Mining & Technology Employee Benefit Trust

This trust is a single-employer benefit plan organized as a legally formed trust that is tax exempt under section
501(c)(9) of the Internal Revenue Code. The trust was established to provide a funding vehicle to which participants
and the Institute contribute to prefund, in part, the cost of other postemployment benefits for eligible retirees of the
Institute.

=  New Mexico Institute of Mining & Technology Research Park Corporation

This is a New Mexico not-for-profit corporation organized to assist the Institute by making available funds to pursue
technology research and other programs carried out by the Institute. The Institute is the sole member of the
Corporation and appoints the Board of the Corporation.

Discretely-presented Component Units

In the government-wide financial statements, discrete presentation entails reporting component unit financial data in
a column separate from the financial data of the State. These component units are entities that are legally separate
from the State, but are financially accountable to the State. Complete financial statements are available at the address
given.

Major Component Units

= New Mexico Finance Authority (NMFA)

The Laws of 1992, Chapter 61, as amended, created the NMFA. The purpose of the New Mexico Authority Act is to
create a governmental instrumentality to coordinate the planning and financing of state and local public projects, to
provide for long-term planning and assessment of state and local capital needs and to improve cooperation among the
executive and legislative branches of state government and local governments in financing public projects. The NMFA
is considered a component unit of the State as the Governor appoints a majority of its Board. The NMFA is composed
of eleven members, at which a majority of those members serve at the pleasure of the Governor. New Mexico Finance
Authority, 207 Shelby Street, Santa Fe, NM 87501.

=  New Mexico Mortgage Finance Authority (NMMFA)

The Laws of 1975, Chapter 303, as amended, created the NMMFA. The purpose of the NMMFA act is to create a
separate public body apart from the State to facilitate programs to assist in the financing of housing for persons of low
and moderate income within the State. The NMMFA is considered a component unit of the State because the Governor
appoints a majority of its Board. The NMMFA is composed of seven members, at which a majority of those members
serve at the pleasure of the Governor. NMMFA fiscal year-end is September 30. This year-end differs for all other
state entities, which have a June 30 fiscal year-end. New Mexico Mortgage Finance Authority, 344 Fourth Street SW,
Albuquerque, NM 87102.
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=  New Mexico Lottery Authority (Lottery Authority)

The Laws of 1995, Chapter 155, as amended, created the Lottery Authority Act. The purpose of the Lottery Authority
Act is to create a separate public body apart from the State, to conduct the New Mexico state lottery and provide
revenues for public purposes designated by the Act. The State’s higher education institutions receive financial benefit.
The Lottery Authority is considered a component unit of the State because the Governor appoints members of its

Board. The Board is composed of seven members, at which those members serve at the pleasure of the Governor.
New Mexico Lottery Authority, 4511 Osuna Rd NE, Albuquerque, NM 87109.

The following two component units are considered to be component units of the State Institutions of Higher Education,
and are thus component units of the State. Each is financially accountable to the respective institution, and the Board
of Regents (governing board) of each institution controls the finances and has appointment power over the unit’s
governing authority.

= University of New Mexico Foundation, Inc. (UNM Foundation)

UNM Foundation is a nonprofit corporation, organized in 1979 to solicit, receive, distribute, invest, and manage funds
for the benefit of the University of New Mexico. The majority of the Foundation’s investments are managed by the
University. The University of New Mexico Foundation, Inc., Two Woodward Center, 700 Lomas NE, Bldg. 2-203,
Albuquerque, NM 87102,

=  New Mexico State University Foundation, Inc. (NMSU Foundation)

NMS Foundation is a nonprofit corporation formed for the purpose of acquiring and managing charitable gifts, including
endowed funds, to be used for the sole benefit of New Mexico State University. The Foundation reports on the FASB
basis of accounting. New Mexico State University Foundation, Inc., P.O. Box 3590, Las Cruces, NM 88003-3590.

Non-major Component Units

The State’s non-major component units have been determined to be financially accountable to the State. Non-major
component units are: University of New Mexico Alumni Association, University of New Mexico Lobo Club,
University of New Mexico - Anderson Schools of Management Foundation, Inc., New Mexico Tech Foundation,
New Mexico Highlands University Foundation, Inc., New Mexico Highlands University — Highlands Stable Isotopes
Corporation, Western New Mexico University Foundation, Inc., Eastern New Mexico University Foundation, Eastern
New Mexico University Roswell Foundation, Eastern New Mexico University Ruidoso Foundation, Northern New
Mexico College Foundation, New Mexico Military Institute (NMMI) Foundation, Inc., New Mexico School for the
Blind and Visually Impaired Foundation, Cumbres & Toltec Scenic Railroad Commission, New Mexico Renewable
Transmission Authority, New Mexico Small Business Investment Corporation, and New Mexico State-chartered
Charter Schools.

C. Basis of Presentation - Government-wide Financial Statements

While separate government-wide and fund financial statements are presented, they are interrelated. The governmental
activities column incorporates data from governmental funds and internal service funds, while business-type activities
incorporate data from the State’s Enterprise funds. Separate financial statements are provided for governmental funds,
proprietary funds, and fiduciary funds, even though the latter are excluded from the government-wide financial
statements.
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As discussed carlier, the State has five discretely presented component units and twenty-one non-major component
units. Component units are shown in total in the government-wide financial statements with a combining statement to
show the details. As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements.

D. Basis of Presentation — Fund Financial Statements

Fund Financial Statements The fund financial statements provide information about the State’s funds, including its
fiduciary funds. Separate statements are presented for each fund category — governmental, proprietary, and fiduciary.
The emphasis of fund financial statements is on major governmental and enterprise funds, each displayed in a separate
column. All remaining enterprise funds are aggregated and reported as non-major funds. The internal service fund is
reported in a separate column on the proprietary funds financial statements. The accounts of the State are organized
based on 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, net position, revenues, and
expenditures.

The State reports the following governmental funds:
Major funds:

*  General Fund — This fund accounts for the financial resources of the State, except those required to be accounted
for in another fund. This is the State’s primary operating fund.

*  Debt Service Fund — Debt Service Fund accounts are used to account for the accumulation of resources for and
the payment of principal and interest on general long-term obligations and other contractual obligations.

= Capital Projects Fund — The Capital Projects Fund accounts for funds appropriated by the State Legislature for
capital outlay, including severance tax and general obligation bond proceeds and State General Appropriation
capital outlay funds.

=  Severance Tax Fund — The Severance Tax Fund accounts for the proceeds of severance taxes, which are levied
by the State on certain natural resources extracted from State lands. Severance tax revenues are first applied to
pay the required debt service on Severance Tax Bonds issued by the State, Remaining severance tax revenues
are then transferred to the Severance Tax Fund, administered by the State Investment Council. Distributions from
this fund are stipulated by the State Constitution. This is a special revenue fund that includes the excess of amounts
not applied to severance tax bond debt service in the debt service fund.

* Land Grant Fund — The Land Grant Fund receives royalties and income from trust lands distributed to various
entities assigned by the Ferguson Act of 1898. This is a special revenue fund.
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The State reports the following enterprise funds:
Major fund:

*  Educational Institutions Fund — The Educational Institutions Fund accounts for the activities of the State’s ten
educational institutions created by the Constitution of the State of New Mexico in Article XII, Section 11:
University of New Mexico, New Mexico State University, Eastern New Mexico University, New Mexico Institute
of Mining and Technology, Western New Mexico University, New Mexico Highlands University, Northern New
Mexico College, New Mexico Military Institute, New Mexico School for the Blind and Visually Impaired, and
New Mexico School for the Deaf.

= Unemployment Insurance Fund — The Unemployment Insurance Fund accounts for funds used for
unemployment compensation. This fund does not account for other than unemployment compensation (i.e.,
workers’ compensation, employment security labor market statistics, administration of the employment
compensation program, etc.) This fund was reported as a non-major enterprise fund in prior year.

Non-major funds:

The State’s non-major enterprise funds include the following: Public Schools Insurance Authority, Miners’ Colfax
Medical Center, New Mexico Magazine, State Fair, Environment Department Clean Water, Corrections Industries,
Industries for the Blind, State Infrastructure Bank, Department of Cultural Affairs Museums Program, and Education
Trust Board.

The State reports the following internal service fund:

= Internal Service Fund — The State reports the internal service fund type in the proprietary funds statements. The
activities accounted for in the internal service fund include fleet operations, risk management, printing and
records, communications services, and information processing. In the government-wide financial statements, the
Internal Service Fund is included with governmental activities.

Additionally, the State reports the following fiduciary fund types:

=  Pension and Other Employee Benefits Trust Funds — These funds are used to report resources that are required
to be held in trust for the members and beneficiaries of pension plans and other employee benefit plans. These
funds account for the activities of the Public Employees Retirement Association (PERA), Educational Retirement
Board (ERB), the Retiree Health Care Authority (RHCA), and the Deferred Compensation Plan.

= External Investment Trust Funds — These funds account for assets held by the government in a trustee capacity.
These funds are used to account for cash, securities, and other investments held in custody for external participants
in the New Mexico State Treasurer’s Local Government Investment Pool and the State Investment Council’s
Investment Pools.

=  Private Purpose Trust Funds — These funds are used to report trust arrangements under which principal and
income benefit individuals, private organizations, or other governments. These funds include the Scholarship
Fund, Water Trust Fund, Higher Education Savings Plan, Bartlett Trust, Children’s Trust, Children’s Next
Generation Trust, and Office of State Insurance Trust.
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= Agency Funds — These funds are used to report resources held by the State in a purely custodial capacity for
external parties. Agency funds account for receipt of various taxes, refundable deposits, and other monies
collected or recovered to be held until the State has the right or obligation to distribute them to various entities or
individuals.

E. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement focus and basis of
accounting. Measurement focus indicates the type of resources being measured and basis of accounting. Measurement
focus indicates the type of resources being measured such as current financial resources or economic resources. The
basis of accounting indicates the timing of transactions or events for recognition in the financial statements.

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting, as are the fiduciary fund financial statements. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available.
Revenues are considered available when they are collectible within the current period or soon enough thereafter to
pay liabilities of the current period. The State generally considers revenues available if they are collected within 60
days of the end of the current fiscal period. All other revenues are recognized when they are received if they are not
susceptible to accrual. Expenditures are generally recorded when a liability is incurred, as under accrual accounting;
however, debt service expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due. General capital asset acquisitions are reported as expenditures in
governmental funds. Issuance of long-term debt and acquisitions under capital leases are reported as other financing
sources.

The fiduciary fund financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting. Fiduciary funds are used to account for assets held by the State in a trustee capacity or as an agent
for individuals, private organizations, other governments, and/or other funds. Agency funds are custodial in nature
and do not involve measurement of results of operations.

Proprietary funds financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting, similar to the government-wide financial statements described previously. Proprietary funds
include both enterprise and internal service fund types. Enterprise funds report the activities for which fees are charged
to external users for goods and services. Internal service funds account for goods and services provided primarily to
other agencies or funds of the State, rather than to the general public. Proprietary funds distinguish operating revenues
and expenses from non-operating items. Operating revenues and expenses generally result from providing services
and producing and delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principal operating revenues of the proprietary funds are student tuition and fees, net of scholarship discounts and
allowances, patient services, sales and services, interest on loans, and most federal, state, and local contracts and
grants. Operating expenses for proprietary funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as non-operating
revenues and expenses.

63



STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS — NOTE 1 (CONTINUED)

The component units’ financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. The information is presented in order to be consistent with the government-wide
statements, and is less detailed than the presentation in each component unit’s separately issued financial statements,

F. Budgetary Information
1. Budgetary Basis of Accounting

The budget is adopted on the modified accrual basis of accounting, per statute, in accordance with procedures
prescribed by the Financial Control Division (FCD), Department of Finance and Administration. Per these procedures,
accounts payable which are not recorded in a timely manner (before the statutory fiscal year-end deadline) will not be
paid from the current year appropriation, and they are thus not recorded as a budgetary expenditure. Instead,
permission must be obtained from FCD to pay the obligation out of the next year’s budget. This budgetary basis is not
consistent with generally accepted accounting principles (GAAP). Balances remaining at the end of the fiscal year
from appropriations made from the State General Fund shall revert to the appropriate fund, unless otherwise indicated
in the appropriations act or otherwise provided by law. Encumbrances do not carry over to the next year for operating
budgets.

Additionally, certain governmental activities are excluded from the budgetary schedules because they are not
appropriated. The General Fund presented herein includes the general funds of all state agencies. The largest of these
general funds are the component appropriation accounts. These appropriation accounts are part of the Department of
Finance and Administration. The State’s component appropriation accounts do not adopt an annual appropriated
budget; however, the expenditures of the component appropriations by law must equal the individual amounts
appropriated in the various appropriation acts. Other activities designated as non-appropriated (not budgeted) by the
Legislature are the Severance Tax Permanent Fund, the Land Grant Permanent Fund, and the following Enterprise
Funds: the Educational Institutions, State Fair Commission, Environment Department, State Infrastructure Bank, and
Unemployment Insurance Funds. The legal level of budgetary control is at the appropriation level.

2. Budget to GAAP Reconciliation

The budgetary comparison schedules of the various funds present comparisons of the original estimated budget and
legally adopted budget with actual data on a budgetary basis. Both the budget and actual amounts represent single
year activity based on the budget reference assigned to the particular transaction. Since accounting principles applied
for the purposes of developing data on a budgetary basis, differ significantly from those used to present financial
statements in conformity with GAAP, a budget to GAAP reconciliation is presented following the budgetary
comparison schedules.

3. Multiple Year Appropriation — Capital Projects Budgets and Special Appropriation Budgets

Budgets for multiple year monies are not made on an annual basis, but are adopted on a project length basis. Budgets
for the Capital Projects Fund may be established for periods from two to five years depending on the nature of the
project or appropriation. These non-operating budgets primarily serve as a management control tool, and because
related appropriations are continuing in nature, no comparison between budgeted and actual amounts for funds
budgeted on this basis is provided. Special appropriations budgets for one year are included in the Budgetary
Comparison Schedule.
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4. Excess of Expenses/Expenditures Over Budget

For the fiscal year ended June 30, 2020, the Ninth Judicial District Attorney exceeded Pcode/program budget authority.
G. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position/Fund Balance

1. Cash and Cash Equivalents

Cash and cash equivalents represent cash on hand, cash on deposit with banks, investment in the State General Fund
Investment Pool, Local Government Investment Pool, and cash invested in short-term securities. Cash equivalents
include investments in short-term, highly liquid securities having an initial maturity of three months or less. Cash
balances not held by the New Mexico State Treasurer (State Treasurer) and controlled by various State officials are
generally deposited in interest-bearing accounts or other legally stipulated investments.

2. Investments

Investments are under the control of the State Treasurer, the State Investment Council, and other administrative bodies
as determined by law. In certain instances, investments are restricted by law or other legal instruments. Investments
are valued at fair value. The fair value of investments is based on published prices and quotations from major
investment brokers at current exchange rates as available. For investments where no readily ascertainable fair value
exists, management in consultation with their investment advisors, have determined the fair values for the individual
investments based on anticipated maturity dates and current interest rates commensurate with the investment’s degree
of risk. The change in fair value is recognized as a component of investment income in the current year.

The Education Trust Board calculates the net asset value of its units as of the close of The New York Stock Exchange
(the Exchange), normally 4:00 P.M. Eastern time, on each day the Exchange is open for business. The net asset values
of the investments are determined as of the close of the Exchange on each day the Exchange is open for trading. Short-
term money market-type debt securities with remaining maturities of sixty days or less are valued at amortized cost
(which approximates market value).

3. Investment Pools

State Treasurer - The State is required by statute to deposit any money received with the State Treasurer. Balances
maintained at the end of the day are pooled and invested by the State Treasurer in overnight repurchase agreements.
All repurchase agreements are collateralized by U.S Treasury Securities held by the State Treasurer’s custodian bank.
These pooled balances are collectively called the State General Fund Investment Pool (SGFIP), which also includes
the deposits in the Tax-Exempt Bonds Proceeds Investment Pool and Taxable Bond Proceeds Investment Pool. The
State General Fund is the State of New Mexico’s main operating account. All State revenues are credited to the General
Fund. Income taxes, sales taxes, rents and royalties, and other recurring revenues are deposited into the fund. The fund
also comprises numerous State agency accounts whose assets, by statute, must be held at the State Treasury.
Expenditures are disbursed only in accordance with appropriations authorized by the State Legislature. The Bond
Proceeds Pools consist of pooled assets received through the issuance of taxable and tax-exempt bonds. Because these
pooled funds are invested in short-term, highly liquid investments, the individual fund investments in the SGFIP are
reported as a cash equivalent.
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All interest revenue is allocated to the General Fund unless state statute or trust agreements require allocations of
interest to other funds. Interest is allocated based on the average daily balance and average monthly interest rates.

In addition to the SGFIP pooled cash account, the State Treasurer maintains the Local Government Investment Pool
(LGIP). The LGIP also includes the deposits in the Reserve Contingency Fund. Cities, counties, other non-state
agencies, and state agencies invest monies with the State Treasurer in the LGIP. Because these pooled funds are
invested in short-term, highly liquid investments, the individual fund investments in the LGIP are reported as a cash
equivalent.

The LGIP, an external investment pool, is not registered with the Security and Exchange Commission (SEC) as an
investment company. The investments are recorded at fair value based on quoted market price; however, individual
participant balances remain at their carrying cost. The LGIP does not have unit shares. Per Chapter 6-10-10.1F, New
Mexico Statutes Annotated (NMSA) 1978, at the end of each month all interest earned is distributed by the State
Treasurer to the contributing entities in the amounts directly proportionate to the respective amounts deposited in the
fund and the length of time the amounts were invested. At June 30, 2020, the LGIP carrying cost approximated the
fair value. Participation in the LGIP is voluntary. The external portion of LGIP is reported as a separate investment
trust fund. The internal portion, consisting of funds belonging to the State and its component units, has been included
in the various funds and component units.

A copy of the New Mexico State Treasurer’s audited financial statements can be obtained by writing the New Mexico
State Treasurer, P.O. Box 5135, Santa Fe, NM 87505 or online at http://'www.saonm.org/audit_reports.

Public Emplovees Retirement Association - The Public Employees Retirement Association created a short-term
investment pool (Pool) to maximize the benefits of the investment diversification and investment earnings. The
Judicial, Magistrate, Volunteer Firefighters, and Public Employees Retirement Systems (Systems) participate in the
Pool. The fair value of the investments in the Pool is the same as the value of the pool shares. All investments in the
Pool are either SEC registered or are exempt from SEC registration under exemption 3(a)(3) or 4(2) of SEC
regulations. Each System’s equity percentage in the Pool is based on that System’s investment in the pool and will
only increase or decrease by additional deposits or withdrawals.

State Investment Council - The State Investment Council (Council) is responsible for the investment activities of
certain state trust funds. The Council’s investments are reported in the following categories: governmental activities,
business-type activities, private-purpose trust funds, and external investment trust funds. Each of the fund types are
participants in the Council’s pools. Each pool is composed of units of participation of unlimited quantity. Each unit
of participation represents an equal beneficial interest in the respective pool and no unit has priority over any other.
Each purchase or sale of units requires written authorization as defined in the joint powers agreements executed
between the Council and each participant. All units are purchased by cash payment. Each unit of participation is
recorded in book entry form by the Council.

The external portion of the Council’s investment pools is reported as a separate investment trust fund. The internal
portion, consisting of funds belonging to the State and its component units, has been included in the various funds and

component units.

A copy of the Council’s report can be obtained by writing the New Mexico State Investment Council, 41 Plaza la
Prensa, Santa Fe, NM 87507.
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4, Inventories

The governmental funds, except for the Department of Transportation are mandated to use the purchase method of
accounting for inventories. Under the purchase method, inventories are recorded as expenditures when purchased. For
the consumption method, costs are recorded as expenditures when consumed rather than when purchased.

Inventories of the proprietary funds are valued by using either the average cost, retail inventory, or first-in-first-out
(FIFO) methods.

5. Receivables and Loan Receivables

Receivables, net of allowance, in the governmental, business-type activities and fiduciary activities consist mainly of
amounts due from the federal government, local governments, customers, patients and applicable insurance
companies, taxpayers, students, and others.

Various reimbursement procedures are used for federal awards received by the State. Consequently, timing differences
between expenditures and program reimbursements can exist at any time during the fiscal year. Receivable balances
at fiscal year-end represent an excess of modified accrual basis expenditures over cash reimbursements received to
date. Determining 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. Loans are stated at their principal amount. Interest
on loans is accrued based on the daily principal balance outstanding, except when a loan has been past due for 90
days. Certain loans are to governmental entities and secured by certain pledged revenues. The loans are being repaid
in accordance with their loan agreements.

6. Capital Assets

Capital assets, which include automobiles, buildings and improvements, furniture and fixtures, software, library
books, infrastructure (e.g., roads, bridges, sidewalks, and similar items), machinery and equipment, and portable
buildings are reported in the applicable governmental or business-type activities columns in the government-wide
financial statements. The State defines capital assets as costing at least five thousand dollars or more when acquired
and having an estimated useful life greater than one year.

Capital assets purchased by governmental funds are recorded as expenditures in the governmental fund financial
statements. Interest expense for capital asset construction related to governmental activities is not capitalized. Interest
expense incurred during construction of capital facilities related to business-type activities and component units is
immaterial and is not capitalized in all cases. There is no depreciation recorded for land and infrastructure (right-of-
way land). Such assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated acquisition value at the date of donation.

In accordance with the practices followed by many museums and libraries, museum and library collections are not

reported as assets in the accompanying financial statements. Purchases of the items are reported as expenditures.
Certain library books, however, are capitalized.
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There is no depreciation recorded for land, mineral rights, art and construction in progress. Buildings, equipment,
infrastructure and other depreciable assets are depreciated using the straight-line method over the following estimated
useful lives:

Asset Class Years
Infrastructure 10-40
Land Improvements 15-30
Leaschold Improvements 15
Furniture and Fixtures 5-7
Machinery and Equipment 5-20
Data Processing Equipment 3-8
Vehicles and Aircraft 3-15
Buildings and Improvements 5-75

As provided by GASB standards, the State elected to use the depreciation method to account for infrastructure assets
(roads and bridges). This method requires the State to allocate the cost of infrastructure assets over their estimated
useful lives as depreciation expense.

The cost of normal maintenance and repairs that do not add to the value of the assets or materially extend assets lives
are not capitalized.

7. Deferred Outflows/Inflows of Resources

Deferred outflows of resources represent a consumption of net position that applies to a future period(s) and so will
not be recognized as an outflow of resources (expense/expenditure) until then. Deferred inflows of resources represent
an acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow of resources
(revenue) until that time.

8. Accrued Liabilities

Accrued liabilities include accrued current payroll and fringe benefits payable at year end. These benefits consist of
the employee and employer portions of taxes, insurance, retirement, and other compensation-related withholdings.

9. Compensated Absences

Qualified employees’ vacation leave is accrued at a graduated schedule of 80 to 160 hours per year, depending upon
the length of service and employees’ hire date. Employees are paid for the accumulated annual leave upon retirement
or other termination up to 240 hours. A maximum of thirty days of annual leave (240 hours) may be carried forward
into the beginning of the calendar year, with any excess forfeited. Qualified employees sick leave accrued at the rate
of 4.0 hours per bi-weekly pay period. There is no limit to the amount of sick leave, which an employee may
accumulate. Employees are paid for accumulated sick leave annually, or upon retirement or other termination, but
only for accumulated sick leave in excess of 600 hours. Annually, employees may be paid 50.0 percent of the excess
over 600 hours, up to a maximum of 120 hours. Upon retirement or other termination, employees are paid 50.0 percent
of the excess over 600 hours, up to maximum of 400 hours. The total liability of the governmental activities for
compensated absences is recorded in the government-wide Statement of Net Position as part of long-term liabilities.

68



STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS — NOTE 1 (CONTINUED)

However, in accordance with GAAP, the liability is not recorded in the Governmental funds financial statements. See
additional disclosure in the detailed notes.

10. Unearned Revenue

In the government-wide statements, proprietary fund statements, and fiduciary fund statements, unearned revenue is
recorded when cash or other assets are received prior to being earned. GASB Statement No. 65 requires resources
received from another government under voluntary or government-mandated non-exchange transactions before time
restrictions are met, but after all other eligibility requirements are met, should be classified as deferred inflows of
resources.

11. Bonds Payable

Bond premiums and discounts and deferred amounts on refunding are deferred and amortized over the life of the bonds
using the bonds outstanding method or straight-line method, which approximates the effective interest method. Bonds
payable are reported at face amount, with the applicable bond premium or discount and deferred amount on refunding
reported separately. In accordance with GASB Statement 65, bond issuance costs are expensed. In the governmental
fund financial statements, total bond premium or discount is recognized when the bonds are first issued. The face
amount of debt issued is reported as other financing sources. Premiums received on debt issuances are reported as
other financing sources, while discounts on debt issuances are reported as other financing uses. Issuance costs, whether
or not withheld from the actual debt proceeds received, are reported as debt service expenditures.

12. Insurance Losses and Loss Adjustment Expense

Public Schools Insurance Authority — The New Mexico Public Schools Insurance Authority (PSIA) insurance losses
and related adjustment expenses are charged to operations as incurred. The reserves for losses and loss adjustment
expenses are determined based upon case-basis evaluations and actuarial projections, and include a provision for
claims incurred but not reported. The actuarial projections of ultimate losses on reported claims and the estimate of
claims incurred but not reported are based on a composite of PSIA’s experience and benefits, property, casualty, and
workers’ compensation insurance industry data, which supplements PSIA’s historical experience and includes the
effects of inflation and other factors. Losses are reported net of estimated amounts recoverable from excess insurance,
salvage and subrogation, and the deductible portion of claims. Adjustments to the probable ultimate liability for losses
and loss adjustment expenses are made continually, based on subsequent developments and experience, and are
included in operations as made.

Retiree Health Care Authority - The amount shown for the Retiree Health Care Authority as reserve for losses and
loss adjustment expenses is an actuarially calculated estimate of the ultimate costs of settling all incurred but not
reported claims as of the fiscal year-end, while the amount shown on the accompanying fiduciary statement of changes
in fiduciary Net Position as losses and loss adjustment expenses represents the change in this estimate during the fiscal
year. These reserves represent, in management’s opinion, the best estimate of the ultimate cost of settling all reported
and unreported claims. There exists a range of variability around the best estimate of the ultimate cost of settling all
unpaid claims. Accordingly, the amount reflected in the accompanying financial statements may not ultimately be the
actual cost of settling all unpaid claims and the difference may be significant.

69



STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS — NOTE 1 (CONTINUED)

13. Interfund Transactions
Government-Wide Financial Statements

Interfund Activity — In general, eliminations have been made to minimize the double counting of internal activity,
including internal service fund type activity. However, interfund services, provided and used between different
functional categories, have not been eliminated in order to avoid distorting the direct costs and program revenues of
the applicable functions. Operating transfers between governmental and business-type activities are reported at the net
amount.

Interfund Balances — Interfund receivables and payables have been eliminated from the government-wide Statement
of Net Position, except for the residual amounts due between governmental and business-type activities.

Governmental Fund Financial Statements

Interfund Activity — Interfund transactions for goods sold or services rendered for a price approximating the external
exchange value and employee benefit contributions are accounted for as revenues and expenditures/expenses in the
funds involved.

Transfers are used to report flows of cash (or other assets) between funds without equivalent flows of assets in return
or a requirement for repayment. The State’s transfers are based on legislative appropriations or other legal authority.

14. Net Position and Fund Balance

Net Investment in Capital Assets consists of capital assets, including restricted capital assets, net of accumulated
depreciation, and reduced by the outstanding balances of bonds, mortgages, notes, or other debt attributable to the
acquisition, construction, or improvement of such assets. Significant unspent related debt proceeds are not included
in the calculation of Net Investment in Capital Assets. The unspent portion of the debt is included in restricted for
capital projects. The State issues General Obligation bonds and Severance Tax bonds to finance projects for the State
and local governments. The Legislature appropriates the bond proceeds from each bond issue to projects throughout
the State. Only bonds issued for projects appropriated to State agencies and recognized as a State asset are included
in this calculation.

The State reports Net Position as restricted when constraints placed on Net Position are a) externally imposed by
creditors, grantors, contributors or laws, or regulations of other governments or b) imposed by law through
constitutional provisions or enabling legislation. Enabling legislation authorizes the government to assess, levy,
charge, or otherwise mandate payment of resources (from external resource providers) and includes a legally
enforceable requirement that those resources be used only for the specific purposes stipulated in the legislation.

Restricted Net Position is designated as either expendable or nonexpendable. Expendable Restricted Net Position
includes those funds that may be expended either for a stated purpose or for a general purpose subject to externally
imposed stipulations. Nonexpendable Restricted Net Position includes those funds that are required to be retained in
perpetuity. Restricted Net Position includes the State’s permanent endowment funds subject to externally imposed
restrictions governing their use.
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Unrestricted Net Position consists of net position that does not meet the definition of Net Investment in Capital Assets
or Restricted Net Position.

When both restricted and unrestricted net position are available for use, it is the State’s policy to use restricted
resources first and then unrestricted resources, as they are needed.

In the governmental fund financial statements, fund balances are classified as non-spendable, restricted, committed,
assigned, or unassigned. Restricted represents those portions of fund balance where constraints placed on the resources
are either externally imposed by outside parties or internally imposed by law through constitutional provision or
enabling legislation.

Committed fund balance represents amounts that can only be used for specific purposes pursuant to constraints
imposed by formal action of the Legislature, such as an appropriation or legislation. The State Legislature is the highest
level of decision-making authority that can, by passage of legislation, commit fund balance that is not already
restricted. Once adopted, the limitation remains in place until similar action takes place, usually in the form of a new
budget bill or other legislation.

Assigned fund balance is constrained by the Legislature’s intent to be used for specific purposes by directive of the
Legislative Finance Committee of the Legislature or in some cases by legislation. Legislative directives dictate that
all fund balances remaining at the end of the fiscal year shall be reverted back to the State General Fund unless the
fund is stipulated as non-reverting by the Legislature or by laws or regulations imposed by grantors. If the fund is non-
reverting, the agency governing board or department head has the authority to assign a fund balance for a specific use.

The State has not adopted a formal flow assumption policy and therefore uses the GASB recommendations; that is, it
is the State’s policy to use restricted fund balance before using components of unrestricted fund balance. Further,
when the components of unrestricted fund balance can be used for the same purpose, committed fund balance is used
first, followed by assigned fund balance, and lastly, unassigned fund balance.

H. Revenues and Expenditures/Expenses

In the government-wide Statement of Activities, revenues and expenses are segregated by activity (governmental or
business-type), then further by function for governmental activities (e.g. general control, education, health and human
services, etc.).

Additionally, revenues are classified between program and general revenues. Program revenues include 1) charges to
customers or applicants for goods or services, 2) operating grants and contributions, and 3) capital grants and
contributions. Internally dedicated resources are reported as general revenues, rather than as program revenue. General
revenues include all taxes. Certain indirect costs are included in the program expenses reported for individual
functions.

In the government-wide financial statements, revenues are reported by source and are further classified as either
“general purpose” or “restricted.” General purpose revenues are available to fund any activity accounted for in the
fund. Restricted revenues are, either by State law or by outside restriction (e.g. federal grants), available only for
specific purposes. Unused restricted revenues at year-end are recorded as restrictions of fund balance. When both
general purpose and restricted funds are available for use, it is the State’s policy to use restricted resources first.
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In the governmental fund financial statements, expenditures are reported by character: Current, Capital Outlay, or
Debt Service. Current expenditures are sub-classified by function and are for items such as salaries, grants, supplies,
and services.

Revenues and expenses of proprietary funds are classified as operating or non-operating and are sub-classified by
object (e.g. depreciation, benefits, claims and premiums, and game expense). Operating revenues consist of sales of
goods or services, interfund services provided/used, grant revenues for specific activities that are considered operating
activities of the grantor, receipts from other agencies for reimbursement of operating transactions, and other
miscellaneous revenue that should be classified as operating. For certain loan and investment programs, revenue that
would normally be classified as non-operating should be classified as operating. An example of this would include
interest income on loans. All other revenues that do not meet the above criteria should be classified as non-operating.

Grants

Federal grants and assistance awards made based on entitlement periods are recorded as revenues when entitlement
occurs. All federal reimbursement-type grants are recorded as revenues when the related allowable expenditures are
incurred and all applicable eligibility requirements are met.

Investment Income

Net investment income (loss) includes net appreciation (depreciation) in the fair value of investments, interest income,
dividend income, securities lending income, rental income, and investment expenses (which includes investment
management and custodial fees, securities lending expense, and all other significant investment related costs).
Negative investment income is reported where the decrease in fair value of investments due to market conditions
exceeded the other components of investment income.

Endowments

Net appreciation on the Educational Institutions’ investments of donor-restricted endowments are available for
authorization for expenditure by the governing boards of the universities with endowments, which are reported in Net
Position as restricted for purposes for which the endowments were established. Donor restricted endowment
disbursements of the net appreciation of investments are permitted in accordance with the Uniform Prudent
Management of Institutional Funds Act, Chapters 46-9A-1 to 46-9A-10, NMSA 1978, except where a donor has
specified otherwise. The universities use the total-return policy for authorizing and spending investment income. The
universities review the investment earnings designed to support distributions from the pool and to protect the
purchasing power of the endowment principal.

Retirement and Employee Benefit Costs

Most state employees participate in a defined benefit pension plan administered by the New Mexico Public
Employees” Retirement Association and the New Mexico Educational Employees’ Retirement Board. Contributions
collected for the pension plans and the retirement benefits paid are accounted for in the Pension and Other Employee
Benefits Trust Funds. All costs for pension, health, and federal social security contributions are reported as
expenditures in the appropriate function in governmental fund types or as expenses in applicable proprietary fund
types. Pension and other benefits costs are recognized in the fiscal year in which the underlying payroll costs are
incurred.
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I. Use of Estimates

The preparation of financial statements in conformity 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 these estimates.

J. New Accounting Standards

For the fiscal year ended June 30, 2020, the State implemented the following new accounting standards issued by the
Governmental Accounting Standards Board (GASB):

GASB Statement No. 95, Postponement of the Effective Dates of Certain Authoritative Guidance

This statement provides temporary relief to governments and other stakeholders in light of the COVID-19 pandemic
by postponing the effective dates of certain provisions in Statements and Implementation Guides that first became
effective or are scheduled to become effective for periods beginning after June 15, 2018, and later. GASBS 83, 84,
88, 89, 90, 91, 92, 93 and Implementation Guides 2017-3, 2018-1, 2019-1, and 2019-2 are postponed for one year.
GASBS 87 and Implementation Guide 2019-3 are postponed for 18 months.

K. Future Accounting Standards

The following pronouncements of the Governmental Accounting Standards Board (GASB) are due to be implemented
by the State in the year indicated. For all of these new standards, the State has not determined the effect on the financial
statements that implementation of the standards will entail.

GASB Statement No. 84, Fiduciary Activities

This statement establishes criteria for identifying fiduciary activities of all state and local governments, and describes
those fiduciary funds which should be reported, if applicable. The statement is due to be adopted by the State for the
fiscal year ending June 30, 2021. (Implementation date modified per GASBS 93).

GASB Statement No. 87, Leases

This statement increases the usefulness of governments’ financial statements by requiring recognition of certain lease
assets and liabilities for leases. Under this Statement, a lessee is required to recognize a lease liability and an intangible
right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of resources,
thereby enhancing the relevance and consistency of information about governments’ leasing activities. This statement
is due to be adopted by the State for the fiscal year ending June 30, 2022, (Implementation date modified per GASBS
93).

GASB Statement No. 89, Accounting for Interest Cost Incurred Before the End of a Construction Period

This statement requires that interest cost incurred before the end of a construction period be recognized as an expense
in the period in which the cost is incurred for financial statements prepared using the economic resources measurement
focus. This statement is due to be adopted by the State for the fiscal year ending June 30, 2022. (Implementation date
modified per GASBS 95).
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GASB Statement No. 90, Majority Equity Interests—an amendment of GASB Statements No. 14 and No. 61

The primary objectives of this Statement are to improve the consistency and comparability of reporting a government’s
majority equity interest in a legally separate organization and to improve the relevance of financial statement
information for certain component units. The statement is due to be adopted by the State for the fiscal year ending
June 30, 2021. (Implementation date modified per GASBS 95).

GASB Statement No. 91, Conduit Debt Obligations

The primary objectives of this Statement are to provide a single method of reporting conduit debt obligations by issuers
and eliminate diversity in practice associated with (1) commitments extended by issuers, (2) arrangements associated
with conduit debt obligations, and (3) related note disclosures. The statement is due to be adopted by the State for the
fiscal year ending June 30, 2023. (Implementation date modified per GASBS 95).

GASB Statement No. 92, Omnibus 2020

The objectives of this Statement are to enhance comparability in accounting and financial reporting and to improve
the consistency of authoritative literature by addressing practice issues that have been identified during
implementation and application of certain GASB Statements. The statement is due to be adopted by the State for the
fiscal year ending June 30, 2021. Per GASBS 95, paragraphs 6, 7, 8, 9, 10, and 12 have a postponed implementation
date for fiscal year ending June 30, 2022 (Implementation date modified per GASBS 95).

GASB Statement No. 93, Replacement of Interbank Offered Rates

The objective of this Statement is to address those and other accounting and financial reporting implications that result
from the replacement of an IBOR. The removal of LIBOR as an appropriate benchmark interest rate is effective for
reporting periods ending after December 31, 2021. The statement is due to be adopted by the State for the fiscal year
ending June 30, 2022,

GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability Payment Arrangements
The primary objective of this Statement is to improve financial reporting by addressing issues related to public-private
and public-public partnership arrangements (PPPs). This Statement also provides guidance for accounting and
financial reporting for availability payment arrangements (APAs). The statement is due to be adopted by the State for
the fiscal year ending June 30, 2023.

GASB Statement No. 96, Subscription-Based Information Technology Arrangements

This Statement provides guidance on the accounting and financial reporting for subscription-based information
technology arrangements (SBITAs) for government end users (governments). The statement is due to be adopted by
the State for the fiscal year ending June 30, 2023.

L. State Auditor Rule Disclosure
The Office of the State Auditor Rule requires that audit reports contain a schedule of Joint Powers Agreements (JPA)
and Memoranda of Understanding (MOU) that are significant to the State as a whole. There are none that meet this

criterion.

Disclosure of these schedules may be found in the stand-alone audit reports which have been issued by the individual
State agencies. These are available from the Office of the State Auditor at www.saonm.org.

74



STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS - NOTE 2
NOTE 2. Cash
Primary Government

New Mexico State Treasurer

All monies, except with specific authority, must be deposited with the State Treasurer. These operating funds are
commingled in the State Investment Pool, managed by the Treasurer. Every State agency reports its operating cash
as “Investment in State General Fund Investment Pool”, and this pool is reported in Note 3, “Investments”. The issues
concerning the reconciliation of the State General Fund Investment Pool and the resolution are reported in Note 17,
“State General Fund Investment Pool.”

Cash on deposit represents the demand deposit account with the fiscal agent bank. Current year transactions reflect all
banking activity for the fiscal year as well as the activity of investments purchased and disposed of during the fiscal
year. The State Treasurer invests all public monies, with the exception of the New Mexico Lottery and the university
funds. The university funds are entirely under the control of the universities. These funds are held in excess of the
minimum compensating balance maintained with the fiscal agent bank in accordance with an investment policy
approved by the State Board of Finance (BOF). The State Treasurer invests excess cash balances on behalf of certain
earmarked funds of state agencies identified by State statute and local governments. Interest earnings are distributed
based on average outstanding cash balances for local governments and the state agencies where interest is allowed to
be earned. All other interest earnings are transferred to the State General Fund Appropriations Account.

All State agencies, unless otherwise exempted, must have specific approval from the State Treasurer in order to
maintain separate bank accounts. These accounts are mainly used for agency fund purposes, either as a collection
fund until final distribution, or when the funds are being held by the agency in a fiduciary capacity and the funds do
not belong to the State.

Custodial Credit Risk. The custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government will not be able to recover deposits or will not be able to recover collateral securities
that are in the possession of an outside party. The State Treasurer’s Office collateral manager reviews and tracks all
state funds held in state depository institutions. Deposits and collateral are reviewed almost daily and a statutorily
required risk assessment is performed quarterly. Balances are collateralized in compliance with NMAC 2.60.4.

The State Treasurer invests all public monies held in excess of the minimum compensating balance maintained with
the fiscal agent bank in accordance with an investment policy approved by the State Board of Finance. The Treasurer
deposits public monies with New Mexico financial institutions in denominations which generally are in excess of the
$250 thousand in federal deposit insurance. Accordingly, the State Treasurer requires that depository financial
institutions provide additional collateral for such investments. The collateral generally is in the form of marketable
debt securities and is required in amounts ranging from 50.0 percent to 102.0 percent of the par value of the investment,
dependent on the institution’s operating results and capital. Collateral for the fiscal agent account is required in
amounts equal to 50.0 percent of the average investment balance.
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As of June 30, 2020, collateral pledged to public money deposits was as follows:

Office of the State Treasurer
Statutory Collateral Compliance
(Expressed in Thousands)

Fiscal Agent Certificates
Account of Deposit

CashinBank * S 46304 S 12,200
Less: FDIC Insurance Coverage - (1.000)
Total Unsecured Public Funds 5 46304 S 11200
Collateral Requirement (30.0% -

102.0% of Uninsured Public

Funds) 5 23,152 § 5,600
Collateral Pledged:

U.S. Government Secunties 5 77693 8 11.662
Surety Bond - -
Collateral Pledged 77.693 11.662
Over Collateralized S 54541 S 6,062

* Fiscal agent bank is required to collateralize the monthly average balance.
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While the balances of the Office of State Treasurer are fully collateralized per state statute, GASB Statement No. 40
requires that the State disclose balances which are not fully insured. As of June 30, 2020, the funds held by the State
Treasurer in the fiscal agency account were exposed to custodial credit risk as follows:

Office of the State Treasurer
Custodial Credit Risk

(Expressed in Theusands)

Balance at
June 30, 2020
Cash in Banks s 1,169,836
Less: Deposit of Institutions Which are
Fully Insured and Collateralized (1,088.673)
Deposits of Institutions Not Fully
Collateralized 81163
Less: FDIC Insurance Coverage (1.250)
Uninsured Deposits 79.913
Collateral Pledged:
Surety Bond 2,000
Securities 30,793
Total Collateral Pledzed 41.793
Subject to Custodial Credit Risk $ 38,120

In the table above, FDIC insurance coverage and collateral pledged relate only to those institutions whose deposits
are not fully insured and/or collateralized.

The cash deposits which relate to investments of the State Investment Council, the Public Employees Retirement
Association, the Educational Retirement Board, the Retiree Health Care Authority, and the Education Trust Board are
monitored by their individual Boards in conjunction with contracted professional investment firms. The respective
Boards of these agencies have instituted policies and procedures to safeguard the public assets under their control.

77



STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS - NOTE 3 (CONTINUED)

NOTE 3. Investments

The following schedule lists the total investments reported in the financial statements (expressed in thousands):

Primary Government:

Current:

Investment in State General Fund Investment Pool

Investment in Local Government Investment Pool

Investments
Noncurrent:

Invastments

Fiduciary Fonds:

Investment in State General Fund Investment Pool

Investment in Local Government Investment Pool

Invastments
Component Units:

Invastments

Balance at

June 30, 2020

Investment in Local Government Investment Pool

Total Investments

Reconctlianion te Investments presented

Total prasented above

Leass - Information prsentad separately:
Component Unit Invest. Including LGIP
UNM Invastments Held by Foundation
Other

Total separately hald investments

$ 6,189,639
165,948
436,851

25,364,488
188,206

4434
32,452,517

2,138,630

10,348

s 67,001,062
s 67,001,062

(2,148,578)
(226.060)
(1,350,628)

s 63,275,396

There are six different agencies or groups which report investments for the State, each of them with separate authority
and different objectives. They are: a) the Office of the State Treasurer; b) the State Investment Council; ¢) the Public
Employee and Educational Employee Retirement Plans; d) the State universities and colleges; ¢) Education Trust
Board; and f) State agencies with separately-held investments. In addition, the component units also report separately-

held investments.

Those agencies whose investments are held by either the State Investment Council (SIC) or the State Treasurer’s Local
Government Investment pool (LGIP) are not presented in the following investment disclosures, since those

investments are already included.
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State Treasurer
The State Treasurer operates four separate investment pools. They are as follows:

General Fund Investment Pool

The General Fund is the State of New Mexico’s main operating account. All State revenues are credited to the State
General Fund. Income taxes, sales taxes, rents and royalties, and other recurring revenues are deposited into the fund.
The fund also comprises numerous State agency accounts whose assets, by statute, must be held at the State Treasury.
Expenditures are disbursed only in accordance with appropriations authorized by the State Legislature.

During fiscal year 2020, the State Treasurer added mutual funds to the eligible investment options to provide additional
liquidity investment alternatives.

Consolidated Investment Pool (Tax-Exempt Bond Proceeds Investment Pool #1)

The Tax-Exempt Bond Proceeds Investment Pool is comprised of pooled assets received through the issuance of tax-
exempt State of New Mexico general obligation, severance tax, and supplemental severance tax bonds. The fund’s
objective is to preserve capital, provide liquidity, and generate returns relative to the true interest cost of all State of
New Mexico debt outstanding and in accordance with the Investment Policy of the Office of the State Treasurer.

Consolidated Investment Pool (Taxable Bond Proceeds Investment Pool #2)

The Taxable Bond Proceeds Investment Pool is comprised of pooled assets received through the issuance of State of
New Mexico severance tax bonds. The fund’s objective is to preserve capital, provide liquidity, and generate returns
relative to a benchmark and in accordance with the State Treasurer’s Investment Policy.

Local Government Investment Pool (LGIP, Short-term Investment Pool)

Cities, counties, and other agencies invest monies in the State Treasurer external investment pool (LGIP). The LGIP
investments are presented at fair value based on the valuation date in the financial statements. The individual
participant balances remain at their amortized cost. As of June 30, 2020, LGIP amortized cost approximated fair
value, with the difference deemed immaterial.

The LGIP is not SEC registered. Chapter 6-10-10.1, NMSA 1978, empowers the State Treasurer, with the advice and
consent of the State Board of Finance, to invest money held in the short-term investment fund in securities that are
issued by the United States government or by its departments or agencies, and are either direct obligations of the
United States or are backed by the full faith and credit of the United States government, or are agencies sponsored by
the United States government. The LGIP investments are monitored by the same investment committee and adhere to
the same policies and procedures that apply to all other state investments. The pool does not have unit shares. Per
Section 6-10-10.1F, NMSA 1978, at the end of each month all interest earned is distributed by the State Treasurer to
the contributing entities in amounts directly proportionate to the respective amounts deposited in the fund and the
length of time the amounts were invested. Participation in the LGIP is voluntary. As of June 30, 2020, the WAM(R)
of the LGIP was 25 days, and the WAM(F) was 77 days. The fund was rated AAAm by Standard & Poor’s as of June
30, 2020.
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Investment Guidelines and Limitations

The Investment Policy is a comprehensive guide governing the investment functions of the New Mexico State
Treasurer with respect to all financial assets of the State of New Mexico invested by the State Treasurer in the exercise
of their authority and for which the State Treasurer acts as the investing authority. These assets include, as examples
only, the State General Fund, the LGIP, bond proceeds, bond debt service funds, and those pension and permanent
funds included in Note 12 and other special funds with respect to which the State Treasurer is the investing authority.

The investment policy and the public finance investment decisions of the State Treasurer must serve and satisfy several
fiduciary, fiscal, and financial obligations. In making these decisions and in resolving any conflict or competing
considerations that may arise from time to time among these obligations, the State Treasurer will observe the following
priority:

= Preservation of Principal — to ensure the performance of basic governmental functions, the first priority must
be accorded to the preservation and protection of the principal of the funds to be invested;

*  Maintenance of Liquidity — the second level of priority must be accorded to maintaining sufficient liquidity
to satisfy the reasonable anticipated, continuing operational requirements of State Government, and

*  Maximum Return — the third priority must be accorded to maximizing investment return, through budgetary
and economic cycles, consistent with the higher priority accorded to the security and liquidity of principal.

State Investment Council

The State of New Mexico Investment Council (Council) is responsible for the investment activities of certain State
trust funds. The Council is composed of eleven members, and currently manages the Land Grant, Severance Tax, and
Tobacco Settlement Permanent Funds, the Water Trust Fund, and various investment pools for the benefit of state
agencies and other political entities within the State of New Mexico.

In accordance with Chapter 6-8, NMSA 1978, the Council is authorized to invest in domestic and international stocks,
debt obligations of the U.S. government, its agencies, or instrumentalities, debt obligations of any U.S. or foreign
corporation, partnerships, or trusts with an investment-grade rating from a national rating service, real estate
investments, national private equity investments, repurchase agreements secured by U.S. obligations or other
securities backed by the U.S., and hedge funds.

Pension Benefits Funds

The two pension benefits agencies are the Public Employees Retirement Association of New Mexico (PERA) and the
Educational Retirement Board (ERB). PERA operates four separate cost-sharing multiple-employer public employee
retirement systems, and ERB operates one such system for the benefit of educational employees in the State. More
information on each of these agencies can be found elsewhere in these Notes. Each is governed by a separate Board,
and each has specific investment policies and guidelines to which they must adhere.
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State Universities and Colleges

As mentioned in Note 1. B, the ten educational institutions created by the Constitution of the State of New Mexico are
included in the State reporting entity. Eight of these institutions maintain separate investment portfolios, as permitted
by statute, with some of the investments held and managed by State agencies and some managed by the institutions
themselves. Each has investment policies and guidelines which are similar,

Education Trust Board

The Education Trust Board (ETB) is responsible for the management of the two higher education savings plans:
Scholar’s Edge, and The Education Plan (Plans). The Plans are savings vehicles for higher education expenses under
Section 529 of the U.S. Internal Revenue Code. The funds are managed by a private company under contract
agreement.

A. Fair Value

Fair Value Measurement — The State categorizes fair value measurements within the fair value hierarchy established
by GASB Statement No. 72, Fair Value Measurement and Application. The hierarchy is based on the valuation inputs
used to measure the fair value of the asset. The hierarchy is based on the valuation inputs used to measure the fair
value of the asset.

Level 1 inputs are quoted prices (unadjusted) for identical assets in active markets, accessible at the measurement
date. Level 1 inputs include exchange markets, dealer markets, brokered markets, and principal-to-principal markets.

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for an asset, either
directly or indirectly. Level 2 inputs include quoted prices for similar assets in active markets and quoted prices for
identical or similar assets in markets that are not active.

Level 3 inputs are unobservable inputs for an asset.
Investments that do not have a readily determinable fair value are recorded using net asset value (NAV). NAV is

generally provided by the investment managers but the State considers the reasonableness of the NAV, based on
market information, to arrive at the fair value estimates for each investment.
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State of New Mexico
Fair Value of Investments
(Expressed in Thousands)

Obszervable Inputs
Quoted Prices, Other Than Unobzervable
Fair Value Active Markets Quoted Prices Inputs
Investment June 30, 2020 (Level 1) (Level 2) Level 3)
Investments By Fair Value Level
Equity Securities:
Domestic Common Stock 46065989 S 4,600,989 s 1000 S 5,000
Domestic Praferrad Stock 71 71 - -
International Common Stock 1,863,890 1,863,950 - -
Eqguities 11,839,395 11,836,485 2,312 598
Domestic Equity Derivatives 4424 (1,577 6,001 -
Money Market Funds 805,638 805,638 - -
Mutual Funds - Equity 372,208 372,208 - -
Pooled Funds - Mutual Fends 153 30 123 -
Public MLP 180,511 180,511 - -
Public REIT 352,463 352 463 - -
Exchange-tradad Funds 5,772 5,772 - -
Nonradeembable Sacuritiss 74 - - T4
Balf-directad Investments (Deferred Comp.) 6415 6,415 - -
Total Equity Securities 20,078,103 20,062,985 9,436 5672
Debt Securities:
U.S. Government Bonds 3,834 593 - 3,834,563 -
US Treasuries 2,069,003 278,786 1,789,217 -
US Agency Securities 254,647 63,784 150,863 -
Non-US. Government Bonds 148930 - 147 407 1,523
Municipal Bonds 45437 156 45281 -
Corporate Bonds 3,463,419 22 3,463,150 -
Core Fixad Incoms 3,388,545 1,418,552 1,968,652 1,341
Global Fixed Income 307514 - 306,062 1,452
Mutual Funds - Fixed 39,413 39,413 - -
Certificates of Deposit 26,586 20,027 6.559 -
Commercial Paper 2,350 - 2,55
Mortzaze-backed Sacurities 723,758 - 720,52 3,229
Asset-backed Securities 235,693 - 235,317
Repurchase Agreements 612,000 - 612,000
Dhiscounted Notes 955,959 - 955,959 -
Bankers' Acceptances 2,484 - 2484 -
Bank Loans 149 858 - 145 858 -
Collateralizad [ oan Oblis. 147 507 - 147,507 -
TIFS 505,618 505,618 - -
Soversizn Debt 4,561 - 4,561 -
Fixed Income Derivatives (5,585) 5,083 (10,668) -
Securitias Landing Collateral Investments 286,084 - 296.084 -
Total Debt Sacurities 17,208,574 2,332,648 14.868.005 7,921
Alternative Investments:
Real Estate 5,173 5,173 - -
Master Limited Partnerships 121,183 121,183 - -
Total Alternative Invastments 126356 126.356 - -
Investments in Derivative Instruments:
Cradit Derivatives 2,867 - 2,867 -
Eqguity Derivatives 3,210 3,209 1 -
Foreizn Exchangze Derivatives (63) (63)
Interest Rate Derivatives 758) 723 (1.481) -
Other Derivatives 516 - 516 -
Total Derivative Instroments 5,772 3,869 1,903 -
Total Investments Meazured
At Fair Value 37418805 S 22,525,868 s 14878344 S 13,593
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Investments Meazured At Unfunded Redemption Redemption
Net Asset Value (NAV): Commitment Frequency Notice Period
Commingled Domestic Equity 5167 8 - Monthly 15 days
Commingled International Equity 1,932,183 - Daily, monthly 5 -30 days
Comm. Emerging Market Debt Fund 358,281 - Daily 10-12 days
Absolute Return (Hedze) Funds 1,804,161 - Monthly/Annsally 30-90 days
Brivate Equity Partnerships 4382630 1,412,348 Tiliquid Tliquid
Private Debt Partnerships 589,513 - - -
Real Estate Partnerships 1,737,960 817,628 Tiliquid Iliquid
Open-snded Real Estate Partnerships 1,814,013 - Quarterly 45-80 days
Raal Asset Funds 1,496,050 776,099 Tiliquid liquid
Real Estate Funds 10,776 - Quarterly/Biannuval G0-180 days
Open-zndzd Real Assst Partnerships 1,083,833 - - -
Commingled Bond Funds 104,909 - Monthly 2 months
Comminglad Global Asset Allocation 1,013,723 - Monthly, quartarly 30-120 days
Ogportenistic Cradit Funds 2,263,515 666,138 Daily, monthly 5-15 days
Private Equity Fonds 2,696,299 1,657,726 NA NA
Private Real Estate Funds 1,657,739 1,059,763 NA NA
Hadge Fund Invastments 338 In liguidation NA NA
Bond Plus Alpha Engine 485,637 - - -
Markstable Alternatives 83,116 - - -
Cradit and Structurad Finance Pool 2,001,918 354 060 - -
Illiquid Funds 5,573 - - -
Mutual Funds - Fixad 15282 - - -
Moutual Funds - Equity 207,726 - - -
Life Cycle Funds 181,344 - - -
Other Assets (870) - - -
Investments Measured at NAV 25930868 § 7,283,763 - -

Investments Measured at Amortized Cost:

Certificates of Deposit 122

Corporate Fixed Income 2,827

Money Marlket Funds 41,603
Investements at Amortized Cost 56,630

Investment: Meazured at Contract Value:

Stable Value Options (Deferred Comp.) 137,335
Investments Measzured at Contract Value 137,335
Other Investments:
Equity o978
Caszh 12
Information Not Available 266
Less: Investments Hald by UNM Foundation 226.060)
Lass: Investments Hald by Others (43,438)
Total Other Inveztments 268,242)
Total Investments § 63,275,396
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B. Custodial Credit Risk

Custodial credit risk is the risk that the State will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party if the counterparty fails. Investment securities are exposed to
risk if the securities are uninsured, are not registered in the name of the State Treasurer, and are held by either the
counterparty or the counterparty’s trust department or agent but not in the State Treasurer’s name.

The State Treasurer’s investment policy for safekeeping and custody states that all investment securities purchased by
the State, held as collateral on repurchase agreements or held as collateral on securities lending arrangements shall be
held in third-party safekeeping at a fiduciary qualified to act in this capacity. All securities held for the State account
will be held free and clear of any lien and all transactions will be conducted in compliance with Chapter 6-10-10(0),
NMSA 1978, which requires contemporaneous transfer and same day settlement. On a monthly basis, the custodian
will provide reports, which list all transactions that occurred during the month, and all securities held for the State at
month-end, including the book and market value of holdings. The fiscal agent and representatives of the custodian
responsible for, or in any manner involved with, the safekeeping, and custody process of the State shall be bonded in
such a fashion as to protect from losses from malfeasance and misfeasance. All investment and collateral securities
were held by the State Treasurer or its Custodian in the name of the State Treasurer.

All of the PERA’s and ERB’s securities are held by the third party custodian, independent of any counterparty;
therefore, there is minimal risk that PERA and ERB will not be able to recover the value of its investments or collateral
securities held by a counterparty.

PERA’s investment policy specifically defines the custodian’s duties as it pertains to holding of the assets, collection
of income generated from the assets, and assisting PERA for the accounting of said assets.

ERB’s investment policy limits holding of securities by counterparties to those involved with securities lending. In
the event of the failure of the counterparty to deliver back the borrowed securities, ERB will sell the collateral
securities and offset any gains or losses with the counterparty. All of the investments of the Retiree Health Care
Authority were held by the State Investment Council.

C. Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. U.S.
obligations or investments guaranteed by the U.S. Government are excluded from this requirement. The quality rating
of PERA’s investment policy restricts investments to specific investment ratings issued by nationally recognized
statistical rating organizations.

ERB requires that noncash, interest-paying securities in the high-yield bond portfolios may not exceed 5.0 percent of
the market value of the portfolio and that investments in cash may represent no more than 5.0 percent of each
individual fund. Credit risk is managed through diversification and by operating within defined parameters versus a
benchmark index.

ETB invests directly in Underlying Investments. The registered Underlying Investments’ prospectuses provide greater

detail about the investment strategies and practices of the Underlying Investments, in compliance with federal
regulations and specifically, the Form N-1A of the Investment Company Act of 1940. Form N-IA discloses information
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and policies about the Underlying Fund and its investment objectives, as well as information on the company structure
and operations. In addition, the Program Disclosure Statement and the Participation Agreement provide greater detail
about the credit risk, if any, by certain nonregistered Underlying Investments.

The quality ratings of investments in fixed income securities at June 30, 2020, were as follows:

State of New Mexico
Quality Ratings of Investments
(Expressed in Thousands)

Investment Rating Fair Value
Investments Subject to Credit Risk - S&P Ratings:

Government Bonds AAA 5 130,553
AA+ 5.198.974
AA 4962
AA 6,090
A+ 3,805
A- 12,918
BBB+ 7.944
BEB 42,660
BBB- 14,283
EB 897
BB- 1,763
B 12,793
B- 2,885
ccc+ 3,000
cc 1,737
D 1.054
SD 8N
Not Rated 319,625
Foreign Government Bonds AAA 14288
AA+ 6.556
AA 8,586
AA 7,662
A+ 11,165
A 702
A 363
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State of New Mexico
Quality Ratings of Investments (Continued)
(Expressed in Thousands)

Investment Rating Fair Value
Investments Subject to Credit Risk - S&P Ratings (Continued):

Foreign Government Bonds (Continued) BEB+ s 4287
EBB 6,937
EBE- 1,440
BB 455
EB- 2306
B+ 1.451
B 3418
B- 2,708
ccc+ 490
D 164
Not Rated 171,768
Municipal Bonds AAA 12229
AA+ 1,529
AA 15,711
AA- 1.006
A+ 6,486
A 4,966
BBB- 2676
Not Rated 2.835
Corporate Bonds AAs 46,673
AA+ 155,380
AA 40,082
AA- 134 468
A+ 356,796
A 199,370
A- 418.785
BBEB+ 459,656
EBB 754,379
BBE- 334641
BB+ 138,607
BE 273,335
EB- 287,742
B+ 147.118
B 142,735
B- 82377
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State of New Mexico
Quality Ratings of Investments (Continued)
(Expressed in Thousands)

Investment Rating Fair Value
Investments Subject to Credit Risk - S&P Ratings (Continued):

Corporate Bonds (Continued) CCC+ $ 43,604
ccc 4,301
CCcC- 666
cc 267
C 196

D 11
Not Rated 347,664

Mortgage-backed Securities AAA 6.213
AA- 543,740
AA 41,399

A 37,764
EB 1,928

Not Rated 292,535
Commercial Mortgage-backed Secunties AAA 59,824
AA+ 46260
BBB- 1.686
B 84
B- 846

ccc 753
CCC- 8¢

Not Rated 168.875
Asset-backed Secunties AAA 106,502
AA+ 10,240
AA 63,739
AA 11,042
A+ 5.168
A 40322
A- 8.047

BBB+ 11,785
EBB 17.056
BBB- 5472

BB+ 4,683
BB 639
BB- 626

B+ 1,901

B 1.254

B- 3,188

ccc 9.053

cC 4,192

D 1,836

Not Rated 169,706
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State of New Mexico

Quality Ratings of Investments (Continued)

{Expressed in Thousands)

Investment Rating Fair Value
Investments Subject to Credit Risk - S&P Ratings (Continued):

Collateralized Debt/Loan Obligations AAA 46,531
AA 238.250
A 5,523
EEB 637
BEB- 4,181
BB- 231
NR 90,401
Collateralized Mortzage Obligations REMIC AAA 2,587
AA+ 194,188
AA 60
AA- 628
A+ 302
A 137
Collateralized Mortgage Obligations REMIC (Continued) BEB+ 83
BEB- 949
BB 1,386
BB- 185
B+ 175
B 390
B- 826
CCC 1,467
D 420
Not Rated 49,406
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State of New Mexico

Quality Ratings of Investments (Continued)

(Expressed in Thousands)

Investment Rating Fair Value
Investments Subject to Credit Risk - S&P Ratinzs (Continued):

U.S. Treasury Bills AAA 3,913
AA 139 464
BEB 16.900
BE 63,219
NR 6,380
Certificates of Deposit Not Rated 6.559
Money Market Mutual Funds AAAm 805,433
TIPS Not Rated 503,618
Common Stock Not Rated 647
Preferred Stock EEB 426
BEE- 715
BB+ 778
D 1
Not Rated 22720

Derivatives Swaps) Not Rated {3,385)
Commercial Paper Not Rated 2,530
Repurchase Agreements Not Rated 612,000
Bankers Acceptances AA- 2484
Discounted Notes AA+ 055,959
Total Subject to Risk - S & P Ratings 16,112,253
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State of New Mexico
Quality Ratings of Investments (Continued)
{Expressed in TTiousands)

Investment Rating Fair Value
Investments Subject to Credit Risk - Moody's Ratings:
U. 8. Govemment Agencies Aaa S 252
Corporate Bonds Aaa 1.078
Aal 4,550
Aal 4494
Aaj 2,600
Al 17,188
A2 20,462
A3 16,174
Baal 18.376
Baa2 1336
Baa3i 1,223
Municipal Bonds Aal 1,362
Aa? 2,069
Aaj 1.034
Not Rated 156
Mutual Funds - Fixed Aaga 2,398
Not Rated 1.094
U.S. Treasury Bills Al+ 101,638
Money Market Funds Aaa 8.070
Not Rated 989
Total Subject to Risk - Moody's Ratings 214,143
Other Investments Subject to Credit Risk - Not Rated:
PERA Securities Lending Collateral Investments Not Rated 206,084
Deferred Comp. Investments Not Rated 649,693
Certificates of Deposit Not Rated 32227
Unidentified Not Rated 41.146
Other Investments Subject to Credit Risk: Not Rated 1,012,150
Total Investments Subject to Credit Risk 17345546
Investments Not Subject to Credit Risk 43,786,467
Less: Foundation Investments Held in Consol. Inv. Pool (226.060)
Investments in Fiduciary Fund (43.438)
Add: Education Trust Board Investments (presented in separate note) 2412881
Total Investments 8 63,275,396
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The credit ratings for the Education Trust Board are shown separately as follows:

New Mexico Education Trust Board
Quality Rating of Investments

Scholar's Edse Plan

Portfolio/Rating AAA AA A BBB BB
Prinecipal Corz Fixed Incoms Fund Class R-6 3610 % 134 % 21980 % 3663 % 246
Principal Short-term Income Fund Inst. Class 3135 1527 17.78 33.06 0.66
i8hares Corz US. Agprezate Bond ETF 74.01 2.61 10.88 12.46 0.04
MainStay MacKay High Yield Corp. Class R-6 0.00 0.00 0.20 S.00 52.80
Vanguard Total Intl. Bond Indsx Fund ETF 20.6% 26.56 24,35 28.36 0.00

Not

Portfolio/Rating B Below B Rated Total
Principal Core Fixed Incomes Fund Class R-6 1.07 % 044 % 0.06 % 10000 %
Principal Short-term Income Fund Inst. Class 0.33 0.00 1.55 100.00
iShares Corz U.S. Ageregate Bond ETF 0.00 0.00 0.00 100.00
MainStay MacKay High Yield Corp. Class R-6 32.60 3.50 1.90 100.00
Vanguard Total Int'l. Bond Index Fund ETF 0.00 0.00 0.00 100.00
The Education Plan

Portfolio/Rating AAA AA A BBB BB
DFA Inflation-Protected Secrities - Inst. Class 100.00 %% 0.00 %% 0.00 %% 0.00 %% 0.00
iShares Core Int'l. Agzrezate Bond ETF 21.36 27.22 28.97 1746 0.03
PGIM Global Total Return 17.65 855 18.10 2869 11.06
TIAA-CREF Core Plus Bond Fund Inst. Class 41.26 6.52 16.54 2292 5.53
Vangnard Total Bond Market Indax ETF 6299 371 1234 2046 0.00
Vanguard Short-term Treasuwry Index Inst. Class 99 62 0.00 0.00 0.38 0.00
Vanguard Total Bond Marleet IT Index Inst. 62.86 3.66 12.81 2067 0.00
Vanguard Short-term Inflation-Prot. Szc. Indax Inst. 10:0.00 0.00 0.00 0.00 0.00
Vanguard Untra Short-term Bond Admiral 26.33 11.75 3311 16.11 0.63
Vanguard High Yield Corp. Admiral 5.96 0.03 0.00 3.77 54.61

Not

Portfolio/Rating B Below B Rated Total
DFA Inflation-Protected Seerities - Inst. Class 0.00 % 0.00 % 0.00 % 10000 %
i%hares Cor= Int'l. Agsregate Bond ETF 0.00 0.00 456 100.00
PGIM Global Total Return 515 135 044 9594
TIAA-CREF Core Plus Bond Fund Inst. Class 3.42 0.86 295 100.00
Vanguvard Total Bond Market Indax ETF 0.00 0.00 0.00 100.00
Vanguard Short-term Treasury Index Inst. Class 0.00 0.00 0.00 100.00
Vanguard Total Bond Marleat IT Index Inst. 0.00 0.00 0.00 100.00
Vanguard Short-term Inflation-Prot. S8=c. Index Inst. 0.00 0.00 0.00 100.00
WVangvard Untra Short-term Bond Admiral 0.00 0.00 S.07 100.00
Vanguard High Yield Corp. Admiral 2839 7.12 0.12 100.00
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Custodial Credit Risk

Investment securities are exposed to custodial credit risk if the securities are uninsured, are not registered in the name
of the State, and are held by either the counterparty or the counterparty’s trust department or agent but not in the
State’s name. All of the State’s securities are held directly or by third party custodians, independent of any
counterparty, in the name of the State.

D. Concentration of Credit Risk

Concentration of credit risk is the risk of loss that may arise in the event of default by a single issuer. It is the policy
of the State to diversify its investments portfolios. Assets shall be diversified to reduce the risk of loss resulting from
an over-concentration of assets in a specific maturity, a specific issuer, or a specific class of securities. At June 30,
2020, there were no holdings with a single issuer comprising five percent or more of total net investments. It should
be noted that investments issued or explicitly guaranteed by the U.S. Government and investments in mutual funds,
external investment pools, and other pooled investments are excluded from this requirement.

E. Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of the investments.
Investment managers attempt to match investments with anticipated cash requirements so as to lessen this risk.

PERA’s interest rate risk is controlled by the duration guidelines provided in the Investment Guidelines for each fixed
income manager. Duration is loosely defined as the dollar weighted average time to recover all of principal and fixed-
income investment. PERA’s fixed-income managers are typically limited to duration of plus or minus one year or 20.0
percent of the duration of the applicable portfolio benchmark. ERB does not have a policy for interest rate risk
management. However, interest rate risk is managed through duration by operating within defined risk parameters
versus a benchmark index.
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Maturities on investment at June 30, 2020, were as follows:

State of New Mexico
Maturities on Investments
(Expressed in Thousands)
Total
Investment Fair Value <1 year 1-5 years 6-10 years >10 Years Life Not Avail.
Investments Subject to Interest Rate Risk:
US. Treasunes § 520887 § 333745 0§ 47678 S - $ 139464 § -
USS. Government Agencies 3,979,692 1,130,819 2417951 383,608 47314 -
Cotporate Bonds 4624184 703,525 1.576.057 1971684 372018 -
Municipal Provincial Bonds 58,060 6.784 11722 7373 32,181 -
Certificates of Deposit 38,786 11,046 27,7 - - -
Fepurchase Agreements 612,000 142,000 470,000 - - -
Collateralized Debt Obligations 147,507 147,307 - - - -
CMO/REMIC 253478 130,913 2461 7519 112,583 -
Asset-backed Secutities 476,443 65,822 313.330 40,483 47813 -
Commercial Mortgage-backed 278418 52,767 1.993 12,449 211209 -
Commercial Paper 2,550 - 2550 - - -
Discounted Notes 953,050 055,052 - - - -
Government Bonds 1,841,370 47.104 743219 587914 463.133 -
Money Market 26,407 11.960 - 14.447 -
Money Market Mutual Funds 806,018 - 805,483 - 535 -
Mortgage-backed Secs. 1.118.502 5.988 281.483 29.741 801.2%0 -
Mutual Funds - Fixed 53,799 1,004 - 54,705 - -
Preferred Stock 24 642 - - - - 24642
TIPS 503,618 - - 503,618 - -
Futures (286) (286) - - - -
Intemnational Govemnment Obligations 376,739 - - 131,983 244,756 -
Bankers' Acceptances 2484 2434 - - - -
Cash Collateral 2986 - - - 21 2765
Derivatives Interest Rate Swap 3,385) - (3,383) - - -
Swaps (1.490) 1,606 (2.326) (60) (710) -
Swaptions 9 9 - - - -
Short-term Investments 792805 792 805 - - - -
Investments Subject to Interest Rate Risk 17493987 § 4543651 § 6.693.756 S 3756464 8§ 2472709 8 27.407
Investments Not Subject to Interest Rate Risk 43,638,026
Less: UNM Investments in Consolidated Pool (226,060)
Investements Held in UNM Fiduciary Fund (43.438)
Add: Education Trust Board -
(presented in separate note) 2412.881
Total Investments $ 63,275,396

Calculations based on weighted-average method (WAM)
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The maturities on investments for the Education Trust Board are shown separately as follows:

New Mexico Education Trust Board
Maturities on Investments

Investment <1 vear 1-5 vears 6-10 vears
The Scholar's Edge:
Principal Core Fixed Income Fund Class R-6 X
Principal Short-term Income Fund Inst. Class X
i8harss Cors U.S. Arsrezate Bond ETF X
MainStay MacKay High Yield Corp. Class R-6 X
Wanguvard Total Int'l. Bond Index Fund ETF

e

The Education Plan:
DFA Inflation-Protectad S=critiss - Inst. Class
i8hares Cors Int'l. Aggrezate Bond ETF
PGIM Global Total Raturn
TIAA-CREF Cores Plus Bond Fund Inst. Class
Vangvard Total Bond Markst Index ETF
Vanguard Short-term Treasury Index Inst. Class X
Vangvard Total Bond Markst IT Index Inst.
Wanguard Short-term Inflation-Prot. S=c. Index Inst. X
Wanguard Untra Short-term Bond Admiral X
Vangvard High Yisld Corp. Admiral X

P b

v

F. Foreign Currency Risk

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an investment.
Exposure to foreign currency risk at June 30, 2020 was as follows:
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Securities Collateral

The State’s Investment Policy states that no repurchase agreement shall be entered into unless the contract is fully
secured by deliverable obligations of the United States or other securities backed by the United States having a market
value of at least 102.0 percent of the amount of the contract. The Office of the State Treasurer reports the credit ratings
and maturities on collateral securities held by that office at June 30, 2020 as follows:

Collateral Securities Held
{Expressed in Theusands)
Value
Investments Subject to Interest Rate Risk:
UL, Government Mortzaze-backsd Securities AN+ S 612,000

Maturities on Collateralized Securities
(Greater Than
<1 Year 1-5 Years 6-10 Years 11-20 Years 20 Years Total

§ 612000 S

(]
L
L

] S 612,000

Securities Lending

The State Public Employee Retirement Association (PERA) participates in a securities lending program as authorized
by State statute and its Board policies. Both the State Investment Council and the Educational Retirement Board have
terminated their lending programs.

The types of securities lent are U.S. Treasury Notes and Bonds, U.S. and international equity securities, and corporate
bonds and notes. Under this program, securities are transferred to an independent broker-dealer or other lending agent
in exchange for collateral in the form of cash, government securities, and/or irrevocable bank letters of credit, with a
simultaneous agreement to return the collateral for the same securities in the future. The collateral must equal at least
102.0 percent of the market value of the securities.

Per Board policy, PERA may invest the cash collateral in eligible securities or other investments as defined in the

governing securities lending agreement. The duration of investments so made does not generally match the maturities
of securities loaned. Securities received as collateral may not be pledged or sold without borrower default.
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Total securities on loan at June 30, 2020, had a carrying amount and fair value of $564.1 million. Under the agreement,
the lending agent is required to indemnify the entity if the borrower fails to return the securities, if collateral is
inadequate to replace the securities lent, or if the counterparty fails to pay the entity for income distributions by the
securities’ issuers while the securities are on loan. There were no such losses during the year ended June 30, 2020,
due to borrower default.

The fair value of investments made with cash collateral is reported as an asset; the fair value of collateral received is
recorded as a liability as PERA must return the cash collateral to the borrower upon the expiration of the loan. The
fair value of the securities lending collateral investments was $296.1 million and the securities lending obligations
were $296.1 million at June 30, 2020. Total cash and noncash collateral was $600.0 million, 106.2% of the fair value
of the securities on loan.

At June 30, 2020, there had been no losses resulting from borrower defaults and PERA had no credit risk exposure to
borrowers because the amounts PERA owed to borrowers did not exceed the amounts the borrowers owed to PERA.
Net earnings from the securities lending program totaled $2.6 million for the fiscal year.

Derivatives

Derivatives are generally defined as contracts whose value depends on, or derives from, the value of an underlying
asset, reference rate, or index. The State’s retirement funds’ investment policies allow certain portfolio managers to
trade in certain derivatives for hedging purposes.

The notional or contractual amounts of derivatives indicate the extent of the State’s involvement in the various types
and uses of derivative financial instruments and do not measure the State’s exposure to credit or market risks, and
they do not necessarily represent amounts exchanged by the parties. The amounts exchanged are determined by
reference to the notional amounts and other terms of the derivatives.

The fair value balances and notional amounts of derivative instruments outstanding at June 30, 2020, classified by

type, and the changes in fair value of such derivative instruments for the year then ended as reported in the financial
statements are as follows:
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Public Employees Retirement Association

Derivative Financial Instruments

(Expressed itn Thousands)

Change in Notional Unit of
Derivative Tvpe Fair Value Fair Value Amount Value
Futures Contracts
Currency Futures 5 (1032) § (871) 5 62,973 62,102
Equity Index Futures (3.424) (1.376) (39.613) (41,191)
Bond Index Futures (4,783) 1,710 641,795 643,503
Commeodity Futurss 1,004 3.373 43,874 49246
Options
Equity 5 @ S 2) 5 - )
Fixed Income Options 205 (60) - (60)
Swap Contracts
Return Swaps (Equity) 3 6,001 5 6,001 5 - 8,580
Return Swaps (Fixed Income) (8,002) (8.002) B (8,002)
Cleared Credit Default Swaps (10,279 (1.538) - (1.206)
Clearsd Inflation Swaps 71.00 (133 - (133)
Interest Rate Swaps 81.00 123 - 128
Cradit Default Swaps (1.00) 2) - (1)
Cleared Interest Rate Swaps o224 (1,054) - (1.056)

Educational Retirement Board
Derivative Financial Instruments - Notional Amounts
(Expressed in Theusands)

Balance
Derivative Type at June 30,2020
Futures Contracts - Short s (6.248)
FX Forward Contracts, Net 117,098
Pay Interest Rate Swaps 15,373
Receive Interest Rate Swaps 31,913
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Educational Retirement Board
Fair Values of Derivative Instruments
Unrealized Gain/(Loss)

Derivative Type Classification Gain/Loss
Futures Investment Income 5 (31)
Fx Forwards Investment Income (31)
Pay Interest Rate Swaps Investment Income (387
Receive Interest Rate Swaps Investment Income 1,405
Derivative Type Classification Amount
Futures Investment 5 (31)
Fx Forwards Investment (32)
Pay Interest Rate Swaps Investment (393)
Receive Interest Rate Swaps Investment 1.404

Educational Retirement Board

Summary of Futures, Options, and Swaps Contracts, By Currency

(Expressed in TThousands)

Transation Notional Unrealized
Tvpe Currency Amount Gain/Loss

Futures Euro S (1348) § (14)

U.S. Dollar (4,900) (17)

Swaps Brazlian Real 4101 229

Chilean Peso 213 5

Chinese Yuan Renminbi 6,259 (93)

Colombian Peso 318 68

Czech Koruna 486 3

Hunganan Forint 1444 8

Indian Rupee 1.330 (38)

Malaysian Ringgit 10,175 495

Mexican Peso 1712 67

Polish Zloty 2584 181

Russian Ruble 3,057 12

South Afnican Rand 2,74 36

South Korean Won 12,376 62

Totals ] 41,038 ) 988
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Risk — There are certain risks inherent in investments in derivatives. Counterparties to financial instruments expose
the State to credit risk in the event of nonperformance. The fund managers that are authorized to invest in derivatives
are given specific parameters as to the types of derivatives invested in and ratings of the counterparties they are allowed
to enter into confracts with to ensure transactions are entered into with only high quality institutions. The State is
exposed to market risk; the risk that changes in market conditions may make an investment less valuable. Exposure
to market risk is managed within risk limits set by management through buying and selling of specific instruments or
by entering into offsetting positions. Foreign currency risk for investments is the risk that changes in exchange rates
will adversely affect the investments. Managers of these assets are given discretion to hedge this risk.

Types of Derivatives Instruments

Foreign Currency Exchange Contracts. The State’s retirement funds may enter into forward contracts to purchase
and sell foreign currencies in the normal course of its investing activities to manage the currency exposure associated
with the State’s foreign equity and fixed income investments. The terms of these contracts generally do not exceed
one year. The credit risk associated with these contracts is minimal as they are entered into with a limited number of
highly rated counterparties.

Risks associated with such contracts include movement in the value of the foreign currency relative to the U.S. dollar
and the ability of the counterparty to perform. Gains and losses on foreign currency may occur to the extent that the
fair value of the contracts varies from the actual contract amount, and they are recorded as incurred in the financial
statements.
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The following table summarizes the foreign exchange contracts by currency held by the Education Retirement Board
as of June 30, 2020:

Educational Retirement Board
Foreign Currency Exchange Contracts
(Expressed in Thousands)

Unrealized Unrealized

Currency Buys Gain (Loss) Sells Gain (Loss)

Australian Dollar § 1390 S (105) § - 8 -
Brazilian Real 9911 242 13,164 (34)
Canadian Dollar 216 ) 214 7
Chilean Peso 3.197 41 436 0]}
Chinese Yuan Renminbi 1,382 25 7,150 (6)
Colombian Peso 1,073 5 499 @
Czech Komna 879 42) 3.815 128
Euro 6,331 (185) 2,590 27
Hunganan Forint 2876 (32) 347 81
Indian Rupee 3,886 29 241 1
Indonesian Rupiah 1238 11 507 23
Japanese Yen 503 1 1,466 (12)
Malaysian Ringgit - - 313 (1))
Mexican Peso 691 10 4612 (261)
New [sraeli Shekel 22 1 064 @
New Zealand Dollar 696 (31) T4 4
New Taiwan Dollar 2782 19 1342 (11
Philippine Peso 2451 (16) 1,408 8
Polish Zloty 2,700 (112) 4420 161
Romanian Leu 100 (1) 424 18
Russian Ruble 397 7 3.019 (41)
Singapore Dollar - - 3.378 (14)
Sol 2074 32 338 (10)
South African Rand 4134 122 637 (13)
South Korean Won 521 - 3.832 3)
Thai Baht - - 3,888 18
Tutkish Lira 3379 )] 707 8
Totals $ 53281 § (74) § 63817 § 42
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Futures Contracts. The State’s retirement funds enter into futures contracts in the normal course of its investing
activities, including equity futures, fixed income futures, and commodities futures. They are utilized in order to
manage market risk associated with the equity and fixed income investments and to achieve overall investment
portfolio objectives. These contracts involve elements of market risk in excess of amounts recognized in the statements
of Net Position available for benefits. The credit risk associated with these contracts is minimal as they are traded on
organized exchanges.

During 2020 and 2019, the retirement funds were a party to futures contracts held for trading purposes for U.S.
Treasury bonds and 90-day Euro dollar fixed income futures. Upon entering into a futures contract, the Board is
required to deposit either in cash or securities an amount (“initial margin”) equal to a certain percentage of the nominal
value of the contract. Subsequent payments are then made or received by NMERB, depending on the daily fluctuation
in the value of the underlying contracts. No U.S. Treasury securities owned and included within NMERB’s
investments, were held by the Plan’s broker as performance security on futures contracts as of June 30, 2020.

Options. An option is a contract in which the writer of the option grants the buyer of the option the right to purchase
from (call option), or sell to (put option), the writer a designated instrument at a specified price within a specified
period. Both written and purchased options were used by the State during the fiscal year. When the State purchases or
writes an option, an amount equal to the premium paid or received by the State is recorded as an asset or liability and
is subsequently adjusted to the current market value of the option purchased or written. Gain or loss is recognized
when the option contract expires or is closed. As of June 30, 2020, there were no open written or purchased options.

Swap Contracts. Swap contracts are executed on a number of different bases. The two types employed by the State
during the fiscal year were interest rate swap contracts and credit default swap contracts. An interest rate swap contract
is an agreement between two parties to exchange periodic interest payments. One party agrees to make payments to
the other based on a fixed rate of interest in exchange for payments based on a variable rate. The State employs interest
rate swap contracts to adjust fixed income portfolio durations. A credit default swap contract is similar to an insurance
policy; with the credit risk of an individual issuer or a basket of issuers (the “reference asset”) the insured factor.
Under such a contract, two parties enter into an agreement whereby the first party pays the second party a fixed
periodic payment for the specified life of the contract (analogous to an insurance premium). The other party makes no
payment unless a credit event related to the reference asset occurs. If such an event takes place, the second party is
obligated to make a payment to the first party. The size of the payment is linked to the decline in the reference asset’s
market value following determination of the occurrence of a credit event.

Hedge Funds. The use of other derivatives is allowed under the Hedge Fund Investment Policy. These investments
are under the management of the Hedge Fund managers who are employed in the “Hedge Fund”, “Emerging Market
Debt,” and “Opportunistic Credit” classifications.

Asset-Backed Securities. The State invests in various forms of asset-backed securities, which fit the previous

definition of derivative securities. These securities are held for investment purposes. The credit risk, interest rate risk,
and foreign currency risk for these instruments have been disclosed elsewhere in these Notes.
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Discretely-Presented Component Units
Fair Value

The fair value of investments of the discretely-presented component units were as follows:

State of New Mexico
Discretely Prezented Component Units
Fair Value of Investments

(Expressed in Thousands)

Obszervable Inputs
Quoted Prices, Other Than Unobzervable
Fair Value Active Markets Quoted Prices Inputs
Investment June 30, 2020 (Level 1) (Level 2) Level 3)
Equity Securities:
Domestic Common Stock $ 5483 S 5,483 s - § -
International Commeon Stock 13.963 13,9683 - -
Real Assats 2,526 757 1,768 -
Markatable Szcurities 197 197 - -
Mutual Fends - Equity 83,637 83,637 - -
Mutual Fends - Cash 1,285 1,270 15
Cash Equivalents 10,415 10,418 - -
Monsey Markst Funds 1.6096 71,696 - -
Balanced Funds 154 154 - -
Real Estate 4327 - - 4327
Total Equity Securities 190,032 183,621 1,784 4327
Debt Securities:
U.S. Govarnment Bonds 39,076 57,280 1,796 -
US Traasuries 328,428 328,428 - -
Corporatz Bonds 1,783 - 1,783
Municipal Bonds 3,113 - 3,113 -
Mutual Funds - Fixed 40981 3,882 184 -
Motzage-backad Sacuritias 5,263 3,791 1472 -
Cartificatas of Deposit 1,104 1,104 - -
Securitized Mortzaze Loans 1,111 815 1,111,815 - -
Fixzd Incoms 703 703 - -
Other 24 - 24 -
Total Debt Securities 1,515,400 1,507,013 8,387 -
Total Investments Measured
At Fair Value 1705432 § 1650534 & 10,171 § 4,327
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State of New Mexico
Diseretely Prezented Component Units
Fair Value of Investments

{Expressed in Thousands)

Observable Inputs
Quoted Prices, Other Than Uncbszervable
Fair Value Active Markets Quoted Prices Inputs
Investment June 30, 2020 (Level 1) (Level 2) Level 3)
Investments Measured At Unfunded Redemption Redemption
Net Azzet Value (NAV): Commitments Frequeney Notice Period
Raal Estate 3813 § - - -
Limit=d Partnerships 30,983 15,905 None - Qrtrly 0 - 90 days
Limit=d Partnerships 10,213 2,021 Nons - Monthly 0 - 90 days
Limitad Partnerships 21,310 - - -
Hadge Funds 143 - - -
Private Equity Funds 303 - - -
Mutval Funds - International 28,111 - - -
Investments Measured at NAV G4 878

Inveztments Measured by the Equity Method:

Investments in Small Businssses 2461
Other Investments:
Held in Investment Pools 03,168
Hiad by UNM Consol. Invest. Fund 226,060
Investment Information Not Available 16,602
Total Other Investments 335,830
Total Investments,

Dizcretely-prezented Componentz  $ 2,138,631
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Interest Rate Risk
The investments of the discretely-presented component units were exposed to interest rate risk as follows:
State of New Mexico
Discretely Presented Component Units

Maturities on Investments

(Expressed in Thousands)

Investment Maturities (in Years)

Less Than Greater Than Not
Investment Type Fair Value 1 year 1-5 years 6-10 years 10 Years Available
Investments Subject to Interest
Rate Risk:
U.S. Treasury Notes/Bonds S 330747 S 320045 S 802 S - 5 - 5 -
Fixed Income 703 703 - - - -
Certificates of Deposit 1,000 - - - - 1,000
U.S. Government Bonds 58,054 10,200 47.369 101 384 -
Corporate Bonds 728 5 1 395 157 -
Mortgage-backed Secunties 661 - 60 - 601 -
Pooled Funds 03.168 - - - - 03.168
Municipal Bonds 3,112 67 876 1,104 1,065 -
Money Market 1.696 - - - - 1.696
Securitized Mortgage Loans 1,111,815 7,750 674 10238 1,093,103 -
Real Assets 2526 2,526 - - - -
Balanced Funds 194 104 - - - -
Investments Subject to
Interest Rate Risk 1610404 S 351390 § 49052 S 11888 § 1095310 § 101,864
Investments Not Subject to
Interest Rate Risk 15,026
Held in CI Fund 226.060
Information Not Available 287,141
Total Investments, Discretely-
Presented Components 5 2,138,631
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Credit Risk
The investments of the discretely-presented component units were subject to credit risk as follows:

State of New Mexico
Discretely Presented Component Units
Quality Ratings

(Expressed in Thousands)

Investment Type Rating Value
Investments Subject to Credit Risk - S&P Ratings:

U.S. Government Bonds Gov't. Guarantee s 986
AA+ 31
AA 16,213
Corporate Bonds AAA o1
AA- 62
A+ 1
A 4
A- 162
EBB+ 281
EBB 78
BEB- 5
BB+ 43
Securitized Mortgage Loans AA 176,195
Gov't. Guar. 935,620
Mortgage-backed Securities AAA 42
Not Rated 151
Other Securnities Not Rated 370,422
Total Subject to Risk - S & P Ratings 1,500,389
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State of New Mexico
Discretely Presented Component Units
Quality Ratings
(Expressed in Thousands)

Investment Type Rating Value
Investments Subject to Credit Risk - Moody's Ratings:
Municipal Bonds Aaa 677
Aal 305
Aal 608
Aa3 330
Al 25
Baa? 10
Not Rated 958
U.S. Treasuries Aaa 2,318
Total Subject to Risk - Moody's Ratings 5431
Total Subject to Credit Risk 1,505,820
Total Not Subject to Credit Risk 28.933
Held by SIC Investment Pool 93,168
Held by UNM Consol Inv. Fd. 226,060
Information Not Available 284,650
Total Investments, Discretely-
Presented Components 5 2,138,631

Concentration of Credit Risk
The New Mexico Mortgage Finance Authority had the following issuers and their respective percentage of total

investments represent greater than five percent of their total investments reported as of September 30, 2020: Ginnie
Mae at 80 percent and Fannie Mae at 15 percent,
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STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS — NOTE 4 (CONTINUED)

Accounts receivable balances are an aggregation of amounts due from the federal government, customers, and others.
Receivables from customers include charges for services to local governments, fees and fines issued by the courts and
corrections, employer contributions for unemployment benefits, amounts from investment brokers, interest earnings,
general and selective income taxes, and receivables because of overpayments to individuals receiving state assistance.

Arizona Water Settlement

The State of New Mexico entered into the Arizona Water Settlement with the federal government. Under the terms of
the agreement, the federal government will pay the State of New Mexico a total of $66 million in 2004 dollars adjusted
for inflation, in 10 annual installments. The inflation adjusted amount is estimated at $90.4 million. The installment
of $9.04 million was received by the Agency during the fiscal year ended June 30, 2020, and the Agency recorded a
receivable of $8.5 million to account for the remaining amount due. This receivable will be reduced as payments are
received from the federal government according to the settlement agreement. In addition, the actual amounts received
may require adjustment relative to the receivable recorded, due to indexing.

The amounts expected by year, as of June 30, 2020, assuming imputed interest of approximately 6.17%, are as follows:

Arizona Water Settlement Receivable

{Expressed mn Thousands)

Year-End June 30 Principal Interest Total
2021 9,040 524 9,364
Total s 9,040 § 514§ 9,564

The amounts received under this settlement agreement are restricted to costs of a New Mexico Unit that would develop
all or some of the water provided to New Mexico in the Arizona Water Settlement Act, for water utilization alternatives
that meet a water supply demand, planning, environmental restoration, or mitigation.
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Discrete Component Units

The following is an analysis of the allowance for loan losses as of June 30, 2020 for the two largest discretely-
presented component units (in thousands):

NMFA & NMMFA - Loan Loss Allowance

NM Finance NM Mortzaz=

Avthority Fin. Auth.
Bezinning Balance 5 2,781 § 3,300
Provision for Loan Losses 176 155
Loans Written Off, Nat of Recoverizs (1,328) 2,348
Ending Balance s 1629 S 5.847

NM Finance Authority Loans have repayment terms ranging from one to 30 years. The stated interest rates are between
0.0 — 6.0 percent. NMMFA mortgage loans have repayment terms ranging from 10 to 40 years. The stated interest
rates for these programs are as follows:

NMMFA - Loan Repayment Terms

Eental Housing Programs 2.53% - 7.0%
Other Mortzaze Loans 0.0% - 8.4%
Second Mortzags Down

Payment Assistance

Loans 0.0% - 6.6%

MBSs have stated interest rates ranging from 2.6% and 7.5%.
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NOTE 5. Interfund and Interagency Receivables, Payables, and Transfers

Interfund receivables and payables balances result from the time lags between the dates that: 1) interfund goods and
services are provided or reimbursable expenditures occur; 2) transactions are recorded in the accounting system; and
3) payments between funds are made.

Transfers between funds occur when one fund collects revenue and transfers the assets to another fund for expenditure
or when one fund provides working capital for another fund. All transfers must be legally authorized by the Legislature
through statute or an Appropriation Act. Transfers during the year were made to finance the operations of the
individual departments as authorized by the Legislature and to revert (transfers out) any unspent or unencumbered
balance of the authorized appropriations. Transfers between the primary government and the fiduciary funds and
component units are reclassified as expenditures in the government-wide financial statements.

The composition of interfund balances as of June 30, 2020, is as follows (in thousands):

Transfers Transfers
Due From Due To In Out
Governmental Activities:
General 5 3485 § 167384 § 1,165,773 § 1,143,260
Debt Service 78.647 - 4331 31.873
Capital Projects 383 12,798 300,372 220,944
Severance Tax Permanent 116 - 31.873 234.870
Land Grant Permanent 82.837 - - 818.376
Internal Service - - 40,130 30,067
Total Governmental Activities 163,670 180,182 1,542,679 2479390
Business-type Activities:
Educational Institutions 17,704 1,145 022,642 -
Major Enterprise - 43 - -
Nonmajor Enterprise - 2.004 13,233 1.164
Total Business-type Activities $ 17,704 5 3,192 037,873 1,164
Totals $ 183374 § 183,374 § 2480554 § 2,480,554
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NOTE 6. Capital Assets

Capital asset activity for Governmental Activities for the year ended June 30, 2020, was as follows (in thousands):

Beginning Ending
Governmental Activities: Balance Rest; t Additi Deleti Reclass Transfers Balance
Capital Assets not being Depreciated:
Land and Land Improvements S 680,760 S - 5 848 S @ s 3,206 S - S 684,805
Construction in Progress 525,709 667 434,233 (473) (302,379) (10,087) 667,670
Mineral Rights 84,179 - 7,731 (35) - - 91,855
Art and Other 739 - - - - - 739
Total Capital Assets not being Depreciated 1,291,387 667 462,812 (537) (299,083) (10,087) 1,445,159
Capital Assets being Depreciated:
Land Improvements 56,073 - 806 - 973 - 57.852
Equipment and Machinery 199,235 (500) 29,336 (6,063) 684 (369) 222,523
Building and Improvements 1.986.865 - 34,033 (29.349) 13,418 (1.006) 2,003,961
Fumiture and Fixtures 22,578 639 494 (825) 167 214 23,267
Data Processing Equipment and Software 417,058 3in 12,430 (11,676) 1,462 6,035 423,700
Library Books and Other 10,907 - 11333 (6.360) - - 15382
Vehicles 361312 (234) 14,744 (12.768) - 1,456 364.510
Infrastructure 13,559,933 - 20 (67.623) 282,379 - 13,774,709
Total Capital Assets being Depreciated 16,613,961 276 103,398 (135,164) 299,083 6,350 16,887,904
Less Accumulated Depreciation for:
Land Improvements (34,500) - (1.527) 67 ® - (35,968)
Equipment and Machinery (141,771) ® (10,661) 6,036 93 @ (146.314)
Building and Improvements (1,025,383) (30) (58,152) 22,823 - - (1,060,794)
Fumiture and Fixtures (17,225) @13) (1,200) 749 m 2 (17.888)
Data Processing Equipment and Software (243.,050) (82) (29.811) 11,650 (84) - (261.377)
Library Books and Other (1,268) - (12) - - - (1,280)
Vehicles (260,544) 268 (24.474) 19201 - - (265.459)
Infrastructure (9.067.751) - (405,098) 67.623 - - {9.405.226)
Total Accumulated Depreciation (10.791,494) (116) (530.935) 128.239 - - (11,194.306)
Total Capital Assets being Depreciated, Net 5.822,467 160 (427.537) (6.925) 299,083 6,350 5,693,598
Capital Assets, Net $ 7,113,854 $ 827 $ 35275 S (7.462) S - bl 3,73 ] 7,138,757

Depreciation expense charged to functions/programs of governmental activities was as follows (in thousands):

General Control 5 54,196
Education 634
Health and Human Services 10,254
Highways and Transportation 415,932
Culture. Recreation. and Nat. Resources 18.261
Judicial 6.244
Legislative 1.862
Public Safety 18.011
Regulation and Licensing 5,541

Total 5 530,935

114



STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS - NOTE 6 (CONTINUED)

Capital asset activity for Business-type Activities for the year ended June 30, 2020, was as follows (in thousands):

Beginning Ending
Business-type Activities: Balance Restatement Additions Deletions Reclass Transfers Balance
Capital Assets not being Depreciated:
Land and Land Improvements § 10244 0§ - § 204§ - § (10149 § - § 84319
Construction in Progress 164,864 - 15224 (4.621) (156,043 2,998 139,420
Art and Other pAL - - - (33) - 2517
Total Capital Assets not being Depreciated 269.850 - 134278 (4.621) (166.249) 2998 236,256
Capital Assets being Depreciated:
Land Improvements 137,638 - 1,654 (139) 1,330 - 140,483
Equipment and Machmery 91323 - 4125 (33.549) 1,166 - 063.263
Building and Improvements 3509917 - 3387 (11.211) 162,430 739 3,663,482
Furniture and Fixtures 186 - - - - - 186
Data Processing Equipment and Software 22494 - 404 (17 - - 22881
Library Books and Other 342007 - 9,969 (9.930) (3.198) - 330,768
Vehicles 1170 - 238 (276) (390) - 6,762
Infrastructure 333208 - 4736 - 4,801 - 342,875
Total Capital Assets being Depreciated 3,303,683 - 64,753 (33,122) 166,249 739 3482302
Less Accumulated Depreciation for:
Land Improvements (120.350) - (7.665) 138 - - (128077)
Equipment and Machinery (723,639) - (35.871) 3716 2379 - (744.235)
Building and Improvements (1,604.927) - (923%3) 10.738 (6.,101) - (1,692,645
Fumiture and Fixtures (14) - )] - - (732)
Data Processing Equipment and Software (19.174) - (381) 17 - - (19,338)
Library Books and Other (298.104) - (10.869) 9.931 3122 - (295.920)
Vehicles (3.407) - (379 257 400 - (3,124)
Infrastructure (215.003) - (13,636) - - - (230,639)
Total Accumulated Depreciation (2.087.548) - (183,139) 33,797 - - (3.116.910)
Total Capital Assets being Depreciated, Net 2318133 - (118.406) (1.325) 166,249 739 1363,392
Capital Assets, Net § 2587985 § - § 358712 § (5.946) § - § 31371 § 2,621,648
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Capital asset activity for Fiduciary Funds for the year ended June 30, 2020 was as follows (in thousands):

Beginning Ending
Fiduciary Funds: Balance  Restatement _Additions _ Deletions _Reclass _Transfers Balance
Capital Assets not being Depreciated:
Land and Land Improvements § 1797 % - § - § - § - 5 - § 1,797
Construction in Progress - - - - - - -
Art and Other 31 - - - - - 31
Total Capital Assets not being Depreciated 1,828 - - - - - 1,828
Capital Assets being Depreciated:
Land Improvements 19 - - - - - 19
Equipment and Machinery 24 - 2 - - - m
Building and Improvements 16,083 - - - - - 16,083
Furniture and Fixtures 1,303 - 23 (106) - - 1,220
Data Processing Equipment and Software 26,902 - 420 - - - 27421
Vehicles 57 - - - - - 57
Total Capital Assets being Depreciated 44,608 - 479 (106) - - 45,071
Less Accumulated Depreciation for:
Land Improvements (1,020) - (36) - - - (1,056)
Equipment and Machinery (35) - - - - - (35)
Building and Improvements (6.063) - (324) - - - (6,587)
Furniture and Fixtures (1,058) - (151) 100 - - (1.109)
Data Processing Equipment and Software (24.154) - (259) - - - (24.413)
Vehicles (57) - - - - - (37)
Total Accumulated Depreciation (32,387) - (970) 100 - - (33.237)
Total Capital Assets being Depreciated, Net 12,311 - (491) (6) - - 11,814
Total Capital Assets being Depreciated, Net  § 14139 § - §  (491) § 6 § - § - § 13,642
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Capital asset activity for Component Units for the year ended June 30, 2020 was as follows (in thousands):

Component Units - Capital Assets Beginning Ending
Balance Restatement Additions Deletions Reclass Transfers Balance
Capital Assefs not being Depreciated:
Land and Land Improvements § 14920 § 2m3) $ 5247 § - § - $ - $ 10,043
Construction Work in Progress 3,701 (273) 3,083 - (1,617 - 4084
Mineral Rights - 30 - - - - 30
Art and Other 3.643 148 436 (2) - . 4,225
Total Capital Assets not being Depreciated 22,363 (368) 8,806 (2) (1,617) - 20182
Capttal Assets bemng Depreciated:
Building and Improvements §4.108 (1,160) 6,834 (780) 1,185 - 90,277
Leasehold Improvements 23 - - - - - 3
Infrastructure 6.896 9,967 709 - - - 17572
Alircrafts 105 - - - - - 105
Vehicles 1,849 1,335 n (130) - - 3,376
Machinerv And Equipment 6,306 8,885 667 (83) 432 - 16,207
Data Processing Equipment and Software 4.075 - 9 (63) - . 4.104
Furniture and Fixtures 10,023 (316) 1,877 (444) - - 10,940
Total Capital Assets being Depreciated 113 475 18,511 10,501 (1,500) 1,617 - 142,604
Less Accumulated Depreciation for:
Building and Improvements (16,438) (2,938) (2,948) 149 - - (22,195)
Infrastructure 2 (9,658) (722) - - . (10,382)
Vehicles (819) (1,304) (297) 26 - - (2,394)
Equipment and Machinery (2,184) (8,044) (574) 74 - - (10,728)
Leasehold Improvements - - - - - - -
Data Processing Equipment and Software (3.911) - (176) 63 - - (4.024)
Furniture and Fixtures (6.547) M (1,133) 392 - - (6.949)
Total Accumulated Depreciation (20.901) (21,623) (5.852) 704 - - (56,672)
Total Capital Assets being Depreciated, Net 83.574 (3,112) 4,649 (796) 1,617 - §5.032
Capital Assets, Net § 105937 § (3480) § 13455 § (798) § - § - $ 115,114

117



STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS - NOTE 7

NOTE 7. Deferred Outflows of Resources
A. Deferred Charge on Refunding

The State issued multiple series of refunding bonds in prior years to advance-refund certain older issues. Thus, the
bonds which were advance-refunded are considered defeased in substance. The excess of the reacquisition price
(funds required to refund the old debt) over the net carrying amount of the old debt resulted in a loss, reported as a
deferred outflow of resources. For fiscal year ending June 30, 2020, the deferred outflow of resources for
governmental activities and business-type activities were as follows (in thousands):

Deferred Charge on Refunding

Governmental Business-type
Begmnning Balance $ 70,901 $ 4792
Additions - -
Deletions (10.689) 576
Ending Balance $ 60.212 $ 5.368

B. Interest Rate Swaps
In the course of bond refunding transactions, the State has entered into transactions termed interest rate swaps, which

are classified as hedges. This has resulted in items classified as a deferred outflow of resources. For more information
on these interest rate swaps, see Notes 8 G and 8 H.
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NOTE 8. Long-term Liabilities

Changes in long-term liabilities for the year ended June 30, 2020, are presented in the following table (in thousands).
As referenced below, certain long-term liabilities are discussed in other Notes to the Financial Statements.

Beginning Amounts
Balance, Ending Due Within Long term
Restated Additions Deletions Balance One Year Debt
Governmental Activities:
General Obligation Bonds $ 350,925 % 133,985 % 63,2101 % 421,700 ¢ 83,080 % 338,620
Severance TaxsBonds 814,370 - (134,125) 630,245 128,115 552,130
Reverue Bonds and Loans Payable 1,221,323 - [126.654) 1.034 663 122,350 371,713
MNet Unamortized Premiums, Discounts 257,175 17,947 (51,328] 223,734 45,910 177,684
Tatal Bonds Payable 2)643,733 157,932 [381.317) 2,420,408 380,055 2.040,353
Maotes Payable 1,250 - 1.250) - - -
Insurance Claims Payable 166,534 3,625 (17,827) 152,332 85,205 67167
Contingent Liabilities 23,516 22 [29.516) 22 22 -
Compensated Absences 68,342 89,165 [74,505) §3.605 7E.640 6,965
Mative American Water Settlement Liability 63,706 21,837 - 31,543 - 91,543
Pollution Remediation Obligation 27.456 16291 (2,087 41,666 1235 40,431
Misc. Liabilities 451,315 135,360 [17,739) 623,536 625,153 4,377
Tatal Other Liabilities 814,773 326,303 (142.918) 333,764 788,261 210,503
Total Governmental Long-term Liabilities $ 3456572 ¢ 484835 $ [524,235) $ 3413172 ¢ 1,168,316 $ 2,250,856
Beginning Amounts
Balance, Ending Due Within Long term
Business-type Activities: Restated Additions Deletions Balance One Year Debt
Revenue Bonds $ 865272 % 32,005 % [133,858) % 823413 % 45,806 % 774613
Bond Premium, Discaunt, Met 41,73 4,343 (7,467 33.273 35 39,244
Total Bonds Payable 307,063 36,354 (141,319) 862,635 43,841 813,857
Compensated Absences 87,583 81,732 (70,238) 33,083 77.350 21,733
Reserve for Losses 358,168 30,845 (27.073) 101,340 18,575 82,365
MNotes Payable 1.285 3,166 [345) 13.506 223 1.275
Insurance Claims Payable 7078 7,324 (4.549) 9,953 9,953 -
Capital Leases 938 55 [447) 546 300 248
Derivative Instruments - Interest Rate Swaps 7186 1,183 - 8,375 - 8,375
Student Loans 15,060 300 (3.231) 12,063 - 12,063
Erwironmental Cleanup 5434 - - S.434 - 5,434
Mizc. Liabilities 56,278 125,510 (7.739) 174,043 170,723 3,326
Total Other Liabilities 283,116 250,181 (114, 342) 424 355 280,132 144,823

Total Business-type Long-term Liabilities $ 1196173 $ 347135 $ (255661 $ 1287653 ¢ 328973 #% 358,680
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Fiduciary:

Penszion Trust Funds
Reserve for Losses
Compensated Absences

Total Fiduciary Long-term Liabilities

Component Units:
Revenue Bonds
Total Bonds Payable

Compenzated Absences
Mates Payable
Loans Payable
Misc. Liabilities
Total Other Lisbilities

Beginning Ending Due Within Long term
Balance Additions Deletions Balance One Year Debt
21853 - ¢ 1132) # 20521 % 20,521 -
$ 763 # 573 % (317) ¥ 1024 # 374 50
$ 22421 % 573 ¢ (1449 $ 21545 $ 21,495 S0
Beginning Amounts
Balance, Ending Due Within Long term
Restated Additions Deletions Balance One Year Debt
$ 2462644 % 398255 % (300,783 % 2560116 ¢ 162,909 2,397 207
2462 6dd 398,255 (300,783) 2,560,116 162,903 2,397,207
1143 883 [724) 1,302 1,280 22
39,347 276,804 (281,485) 34,666 30,953 3,713
257 561 (257) 561 561 -
518,317 26,869 [3.229) 541,957 415,457 126,500
253,064 305,717 (285,635) 576,486 448,251 130,235
$ 703372 ¢ [586.478) ¢ 3138602 $ E11,160 2527442

Total Component Unit Long-term Liabilities$ 3,021,708
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A. Restatement Summary

A summary of the restated balances of long-term liabilities follows. Only those balances which have changed are

presented in this summary (in thousands):

Ending Beginning Change
Balance Balance Increase
FY 19 (Restated) (Decrease) Reason
Governmental Activities:
Net Unamortized Premiums $ 257989 § 257175  § (814)  Correction of reporting error.
Compensated Absences 68.795 68.942 147 Correction of error.
Insurance Claims Pavable 166,593 166,594 1 Rounding
Pollution Remediation Obligations 27457 27.456 (1) Rounding
Miscellaneous Liabilities 451,647 451,315 (332) Correction of error.
Rounding (1) Rounding
Total Net Change (1.000)
Total Ending Long-term Liabilities, FY 19 3459571
Total Beginning Long-term Liabilities, FY 20 5 3,458,571
Business-type Activities:
Compensated Absences 3 87588 % 87.589 1
Reserve for Losses 98.170 98.168 (2)
Insurance Claims Payable 7,179 7,178 (1)
Capital Leases 939 938 (1)
Miscellaneous Liabilities 56,715 56,278 (437)  Reporting Error
Rounding (3) Rounding
Total Net Change, Business-tyvpe (443)
Total Long-term Ending Liabilities. FY 19 1.196.621
Total Beginning Long-term Liabilities, FY 20 b3 1,196,178
Ending Beginning Change
Balance Balance Increase
FY 19 (Restated) (Decrease) Reason
Fiduciary Activities:
Reserve for Losses $ - 8 21653 § 21,653  Omitted from prior year
Total Net Change 21,653
Total Long-term Ending Liabilities, FY 19 768
Total Beginning Long-term Liabilities, FY 20 $ 22421
Component Units
Compensated Absences $ 915 § 1.143 228 Charter Schools Error
Total Net Change 228
Total Long-term Ending Liabilities, FY 19 3.021,480
Total Beginning Long-term Liabilities, FY 20 $ 3,021,708
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B. General Obligation Bonds

The State issues general obligation bonds to provide funds for the acquisition, construction, and renovation of major
capital facilities for local governments as authorized by the Legislature of the State of New Mexico. General obligation
bonds are direct obligations and pledge the full faith and credit of the State. These bonds generally are issued as 10-
year serial bonds with equal amounts of principal maturing each year. Funding for the payment of the debt service of
the general obligation bonds is provided through the collection of property taxes levied by the local governments
receiving the funding for capital spending. General obligation bonds outstanding at year-end are as follows:

Annual debt service requirements to maturity for general obligation bonds are as follows:

General Obligation Bonds Payable

(Expressed in Thousands)

Balance
Date Maturity Interest Original June 30, Due in
Bond Issue Issued Date Rate Issue 2020 One Year
Series 2011 5/26/11 2021 2.00-4.00 $ 18645 § 2160 % 2,160
Series 2015 3/25115 2025 5.00 141,635 79,815 14,445
Series 2017A 8117 2027 5.00 148,520 115,465 12,120
Series 2017B 8117 2025 5.00 151,790 115,250 26,545
Series 2019 8119 2029 5.00 139,985 109,010 27810
Total General Obligation Bonds Pavable S 421,700 S 83,080

Annual debt service requirements to maturity for General Obligation Bonds are as follows:

General Obligation Bonds

Debt Service Requirements to Maturity
For Fiscal Years End June 30

(Expressed in Thousands)

Fiscal Year Principal Interest Total
2021 3 83,080 $ 21,063 3 104,143
2022 68,950 16,931 85,881
2023 75315 13,483 88,798
2024 57.390 9,718 67,108
2025 62580 6.849 69,429

2026 - 2029 74,385 7.594 81,979

Total $ 421,700 S 75,638 § 497,338

122



STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS - NOTE 8

C. Severance Tax Bonds

Severance tax bonds are used to fund the capital needs of state agencies, local governments, and public and higher
education as authorized by the Legislature of the State of New Mexico. In addition, severance tax bonds have been
issued to refund severance tax bonds. Funding for the payment of the debt service of the severance tax bonds is
provided through the collection of severance taxes levied on the mining and production of various natural resources,
such as minerals, oil, and gas. The severance tax bonds are secured by the levied taxes. This is a permanent
commitment of a portion of total severance tax revenues. As authorized by State statute, severance tax revenues are
transferred to the Severance Tax Bonding Fund and first pay the required debt service on severance tax bonds and
supplemental severance tax bonds issued by the State, with the remainder being transferred to the Severance Tax
Permanent Fund. For the year ended June 30, 2020, total severance tax revenues transferred to the Severance Tax
Bonding Fund were 8631.7 million. The total principal and interest requirements were $168.4 million for long-term
debt and $561.8 million for short-term debt for all severance tax and supplemental severance tax bonds and short-term
notes.

Severance tax bonds payable outstanding at year-end are as follows:

Severance Tax Bonds Payable

{Expressed in Thousands)

Balance
Date Maturity Interest Original June 30, Due in
Bond Issue Issued Date Rate Issue 2020 One Year

Senes 2010A 32410 2019 3.00-5.00% 132265 § 16,170 16,170
Series 2010B Supplemental 3724110 2019 4.00-5.00 % 100,000 11243 11,245
Series 2011A-1 12/6/11 2021 3.00-5.00 % 47,790 1173 3,540
Series 20124 6/21/12 2023 3.00-5.00 % 57,990 22,745 7203
Series 2015A 81215 2026 5.00% 129195 96,740 14,173
Sertes 20138 Supplemental 81215 2026 5.00% 69,743 472903 6.930
Series 2016A 6/23/16 2027 3.00-5.00% 78,730 78,730 -

Sertes 2016B 6/23/16 2023 400% 181,395 169.170 36,040
Sertes 2016C 6/23/2016 2022 200% 41925 13,123 11,430
Series 2016D 11/15/2016 2028 5.00 % 26,725 26,725 -

Sertes 2016E 11/15/2016 2022 125-233% 19,090 14,185 7.100
Sertes 2017A 8/82017 2028 3.00% 69.470 64.290 3,895
Series 2018A 6/28/2018 2029 5.00% 122,560 112,630 §.383
Total Severance Tax Bonds Payable § 680,245 § 128,115
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Annual debt service requirements to maturity for Severance Tax Bonds are as follows:

Severance Tax Bonds
Debt Service Requirements to Maturity
For Fiscal Years End June 30

(Expressed in Thousands)

Fiscal Year Principal Interest Total
2021 5 128.115 3 28612 $ 156.727
2022 108,955 23,586 132,541
2023 104,965 18,765 123,730
2024 98.025 14,063 112088
2025 83.330 9.823 93.153

2026- 2029 156.855 11,345 168.200

Total $ 680,245 § 106,194 S 786,439

D. Short-term Debt

Per Section 7-27-8 NMSA, the Office of State Treasurer is required to transfer any money left in the Severance Tax
Bond Fund every June 30 and December 31 to the Severance Tax Permanent Fund. The State Board of Finance issues
short-term Severance Tax Notes, which are of one to three days duration, in order to more fully utilize the excess cash
until such time as it is transferred. During the fiscal year 2020, short-term notes were sold:

Beginning Ending
Balance Issued Redeemed Balance

Sponge Bonds  § - s 561725 S (561,725) S -
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E. Revenue Bonds

The State also issues bonds where the government pledges certain revenue for the payment of debt service. Revenue
bonds payable are as follows:

Governmental Activities

Revenue Bonds and Loans Payable - Primary Government

(Expressed in Thousands)

Governmental Activities Balance
Original Maturity Interest June 30, Due in

Bond Issue Issue Date Rate 2020 One Year
2015A PPRF - Metro Court $ 30,683 2025 4.00-5.00% § 17,020 § 3,070
Series 2009C Spaceport Public Project 33,810 2029 230-525% 31,125 2,835
Series 2010 Spaceport Public Project 20,360 2029 047-408% 14.860 710
DL - GSD 7 - Cultural Affairs 2,789 2023 046-142% 468 149
2004B PPRF - Cultural Affairs Dept. 2350 2023 062-418% 1219 40
Senies 2003 - Energy and Minerals 7339 2023 3.82% 1,491 476
2016C PPRF 3445 - General Services Dept. § 37.320 2036 190-490% 32470 1,130
2018C1 PPRF - Generl Services Dept. - 4417A 11,510 2039 4.00-5.00% 11,510 -
2018C1 PPRF - Generl Services Dept. - 4417B 1,040 2038 277-409% 1,010 33
2018A PPRF - General Services Dept. - 4431 28,480 2036 4.00-5.00% 26,360 1,140
PPRF - 4933 - GSD Energy Efficiency 11,500 2033 290-390% 11,500 -
2013C PPRF - Dept. of Health 9 - Las Vegas Med. Ctr. 8975 2037 380% 7836 LY
PPRF - 4432 - Cig. Tax Ref. Bonds 5,120 2028 5.00% 4,055 485
PPRF - 4760 - Ft. Bayard Med. Ctr. 48,635 2039 5.00% 46,685 1,660
Senes 2010A Debt Service 174,625 2024 1.50-5.00% 42,390 2470
Series 2010B Highway (GRIP) 461,075 2024 3.00-5.00% 128245 01,265
Series 2012 Refunding 220,400 2026 125-500% 159,055 4963
Series 2014 A Revenue 70,110 2032 5.00% 38,325 2750
Series 2014 B Revenue 79,405 2027 5.00% 74,850 1,660
Seres 2018 A Refunding 420,090 2030 5.00% 418,153 630
Total Revenue Bonds and Loans Payable S 1,094669 S 122,950
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The annual debt service requirements to maturity for governmental activities revenue bonds and loans are as
follows:

Governmental Activities

{Expressed in Thousandls)

Fiscal Year Principal Interest Total
2021 3 122950 S 52439 S 173,389
2022 140.723 46,400 187132
2023 146,117 390671 185,788
2024 171,689 32,869 204558
2025 72,634 24,162 06,796
2026 - 2030 345256 63,903 411,159
2031-2035 60,961 14258 75219
2036 - 2040 34339 4347 38.686
2041 - 2045 - - -
2046 - 2049 - - -
Total $ 1,094,669 § 280,058 § 1,374,727

Of the total of bonds and loans payable for Governmental Activities, $213,609 is payable to NM Finance Authority,
a discretely-presented component unit. These loans are considered to be direct borrowings. These are various
covenants in the loan agreements which protect the lender from a default. These are summarized as follows:

Governmental Activities
Bonds & Loans Payable - Payable to Others & Payable to NMFA
(Expressed in Thousands)

Pavable to
Ext. Entities Dueto NMFA Total
Current:
Payable to External Entities $ 110,740 5 - S 110,740
Due to NMFA - 12,210 12,210
Total Current 110,740 12,210 122,950
Long-term:
Payable to External Entities 770,320 - 770,320
Due to NMFA - 201,399 201,399
Total Long-term 770,320 201399 971,719
Totals 5 881,060 5 213,609 ) 1,094,669

Several of the loans reported are secured by prior agreement with tax revenue intercepted by the State Taxation and
Revenue Department and sent directly to the NMFA. This includes the General Services Department, $158,580.
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Business-type Activities

Revenue bonds related to business-type activities are as follows:

Revenue Bonds and Loans Payable - Primary Government

(Expressed in Thousands)
Business-type Activities Balance
Maturity Interest Original June 30, Due in
Ins=t. Bond Izzue Date Rate Izzue 2020 One Year
MCMC  MCMC 8t. Perm. Fd. Rav. Imp. & Rafunding Series 2013 2023 3.00 % $ 14,645 s 7,895 1.060
NMSU  Refunding and Imp. Revenve Series 2010 A-D 2022 189-527 78,670 390 380
Rafunding and Imp. Ravenus Ssriss 2013 A-C 2033 2.00-5.00 56,200 18.870 1.300
Swstem Imp. Revenve Series 2017 A-C 2042 1.75-5.00 73,240 68,505 3.675
Refunding and Imp. Revenve Series 2019 A& B 2040 2.00-5.00 24,985 24,865 2,025
NM Fin. Auth. PPF Loan 2035 0.69 - 3.69 7.000 6.160 285
ENMU  System Imp. Revenve Series 2015 A 2045 0.34-383 12,430 11,005 400
Svstam Revenue Refunding Sarizs 2015 B 2026 034-244 6,175 3,490 645
Systam Imp. Ravenus Bonds Sariss 2017 2038 0.09-348 5,645 5,224 239
Svstam Imp. Ravenve Bonds Saries 2020 2036 112-275 22,445 22340 838
NMHU  Swstam Rafunding Revenus Sariss 2009 A 2021 3.00-450 450 450 -
Swstem Refunding Revenuve Series 2009 B 2035 532-6.07 9.230 9.230 -
Swstem Refunding Revenuve Series 2012 2034 093-426 18,335 13,085 1,220
NM Tech System Revenuve Series 2011 2031 3.00-5.00 13,395 5,435 300
Swstem Revenuve Series 2018 2040 4.00 8,555 8,555 290
NMMNI  Series 2013A Improvement 2028 2.00-400 8,935 6,345 670
Sariss 20194 Improvemant 2038 130-2.89 5,181 5,181 -
Serias 20194 Improvement 2044 130-315 6,689 6,689 350
WHNMU  Swstam Ravenus Seriss 2012 2038 2.00-550 12,245 9.763 385
Svstem Refonding & Imp. Revenve Series 2013 2038 2.10-5.10 6,755 3,885 165
Swstem Improvement Series 2014 2021 197 3,055 460 435
UNM Swstem Revenue Refunding Series 1592 A 2021 5.60-6.25 36,790 1,605 22
Svbordinate Lien System Imp. Revenue Series 2001 2026 Varizble 52,625 18,675 2,170
Subordinate Lisen Svstem Fefunding Fevenuvse Seriss 2002 B 2026 Wariable 25475 11,240 1,265
Subordinats Lisn System Rafunding Ravenuvs Ssriss 2002 C 2030 Variabls 37.840 26.670 2,085
Svbordinate Lien System Imp. Revenuve Series 20144 2033 3.00-5.00 9,715 3,695 2,125
Subordinats Lisn System Imp. Ravenus Seriss 2014 B 2024 050-328 3,363 145835 1.750
Svbordinats Lien System Imp. Revenuve Saries 2014 C 2035 1.50-5.00 97.615 83,945 2,575
Svbordinate Lien System Imp. Revenue Series 2016A 2046 2.00-5.00 158,435 152,525 4,525
Svbordinats Lien Svstem Imp. Revenue Series 2016B 2024 0.72-248 8,030 5,090 1,500
Svbordinate Lien System Imp. Revenue Series 2017 2047 325-5.00 40,900 39,205 1,750
Subordinate Lisn Svstemn Imp. Revenuve Serizs 2019 2032 185-3.02 22,140 22,140 1,004
FHA Insursd Hospital Mortgage Ravenus Sarias 2015 2032 049 -3353 115,000 86,305 5,950
Revenuve Build America Bonds, Series 2010A (SRMC) 2036 4.50 133,425 103,540 2,675
Ravenus Racovery Zons Econ. Dav. Sariss 2010B (SEMC) 2037 5.00 9,740 9,740 1.600
2016 A PPRF - UNM Haealth Sciences Ctr. - Loan 2025 1.50-450 26,200 14,635 2,850
UMM ADW - UNM - Green Water Project - Loan 2032 0.75 399 250 2
Total Revenue Bond: and LoanzPayable s 823,419 48,806

New Mexico State University issued Refunding Series 2019A and B in the face amount of $24,985 plus $3,056

premium. Proceeds were used to refund earlier issued bonds at an economic gain.

Eastern New Mexico University issued $22,445 in Series 2020 Refunding Bonds. The proceeds of the bonds were
used to refund earlier issued bonds.
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New Mexico Institute of Mining and Technology issued Series 2019 Revenue Bonds in the par amount of $8,555 plus
a premium of $1,188. The Bonds were issued for the purpose of constructing and acquiring energy efficiency
improvements on campus.

New Mexico Military Institute issued Series 2019 A and B Revenue Bonds in the par amount of $11,870 for the
purposes of constructing and acquiring building improvements and energy improvements.

The University of New Mexico issued Series 2019 Refunding Revenue Bonds in the par amount of $24,150 for the
purpose of defeasing earlier issued revenue bonds, which resulted in debt service savings to the University.

The annual debt service requirements to maturity for business-type activities revenue bonds and loans are as
follows:

Business-type Activities

(Expressed in Thousands)

Fiscal Year Principal Interest Total
2021 $ 48.806 $ 33247 0§ 82,053
2022 48,793 31,339 81132
2023 31107 20384 80.491
2024 51,689 27339 79,028
2025 33,650 25278 78,928
2026 - 2030 244,661 95,016 338,677
2031 - 2035 202,538 50,556 253,094
2036-2040 §1,368 17,079 98,447
2041-2045 32,026 6,543 38,569
2046 - 2049 7,781 487 8,268
Total S 823,419 S 316268 § 1,139,687

Of the total of bonds and loans payable for Business-type Activities, $71,505 is payable to NM Finance Authority, a
discretely-presented component unit. These loans are considered to be direct borrowings. There are various covenants
in the loan agreements which protect the lender from a default. These are summarized as follows:

Business-type Activities
Bonds & Loans Payable - Payable to Others & Payable to NMFA
(Expressed in Thousands)

Payable to
Ext. Entities Dueto NMFA Total
Current:
Payable to Extemal Entities 5 42,782 S - 5 42782
Due to NMFA - 6,024 6,024
Total Current 42,782 6,024 48,806
Long-term:
Payable to External Entities 709,132 - 709,132
Due to NMFA - 63,481 63.481
Total Long-term 700.132 63,481 774,613
Totals $ 731.914 $ 71,5035 § 823419
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F. Pledged Revenue

The following listing provides more details on the types of revenue pledged for the various revenue bonds outstanding.

Governmental Activities

Agency:

Purposs of Bonds:

Total Amount of Bonds Issued:
Typ= of Ravenuas Pladzad:

Term of Commitment:

Total Debt Service Remaining:
Revenuve Stream for Current Year:
Debt Service for Current Year:

Agency:

Purpose of Bonds:

Total Amount of Bonds Issued:
Twpe of Revenues Pladgad:

Term of Commitment:

Total Debt Service Remaining:
Revenuve Stream for Current Year:
Debt Service for Current Year:

Agency:

Purpose of Bonds:

Total Amount of Bonds Issued:
Twvpe of Revenues Pladzed:

Term of Commitment:

Total Debt Service Remaining:
Ravenue Stream for Current Year:
Debt Service for Current Yaear:

Agency:

Purpose of Bonds & Loan:

Total Amount of Debt Issued:
Twvpe of Revenues Pladzed:

Total Debt Sarvice Remaining:
Term of Commitment:

Revenue Stream for Current Year:
Debt Service for Current Year:

Agency:

Purpose of Bonds

Total Amount of Debt Issued:
Tvpe of Revenves Pladged:

Total Debt Service Remainings:
Term of Commitment:

Revenue Stream for Corrent Year:
Debt Sarvice for Corrent Year:

State of New Mexico - Severance Tax Bonds

Construction and acquisition of capital projects statewide

$ 1.4 tillion

Savarance tax revenues collectad from mineral-sxtracting companies.
Throuzh Jene 30, 2029

$ 786.4 million

§ 646.3 million

£ 168.3 million

Energy, Minerals, and Narral Resources Department
Acquisition and davelog
$ 7.4 million
Department’s share of governmental gross receipts tax revenpe
Through Juns 30, 2023

$ 1.6 million

€ 6.2 million

$ 537 thousand

t of state parks and recreation areas.

Dep of Transpertanion

Construct and improve State highway and transportation system.

S 1.4 tillicn

Gasoline excise taxes, motor vehicle registration and other faes
deposited into State Road Fund, plus Federal Hishway Fund revenuves
Throuzh Jun= 30, 2032

$ 1.1 billion

§923.5 million

$ 155.2 million

Deparmment of Cultural Affans

Renovate existing museum structures, devalop permanent exhibits.
$5.6 million

Department’s share of governmental gross raceipts tax revense

$ 1.7 million

Throuzh June 30, 2023

S 868 thousand

$ 631 thouvsand

Spaceport Authoriy

Construction of the Spaceport America launch facility.
£76.4 million

Avthority's share of governmental gross receipts tax revenve
$ 58.2 million

Through Jene 30, 2029

5 4.2 million

S 5.6 million
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Governmental Activities (Continued)

Agency: Bemnalille County Memropalitan Court
Purposz of Bonds Court parking strocturs

Total Amount of Debt Issued: $ 30.7 million

Tvp= of Revenuvas Pladzad: Court facilities faes collectad.

Total Dbt Service Remaining: $ 19.7 million

Term of Commitment: Through June 30, 20235

Revenue Stream for Current Year: $ 3.1 million

Debt Service for Current Year: $ 3.9 million

Agency: General Services Department

Purpos= of Bonds State facilitiss acquisition and development.
Total Amount of Debt Issued: 5 174 million

Tvpe of Revenues Pladzad: Government gross receipts tax, cigarstte tax.
Total Debt Service Remaining: $ 217.9 million

Term of Commitment: Throush June 30, 2038

Revenue Strzam for Current Vear: 5 16.1 million

Debt Service for Current Year: $ 16.1 million

Business-type Activities

Agency: Miners' Colfax Medical Center

Purposs of Bonds: Improvement and expansion of medical facilities

Total Amount of Bonds Issped: 5146 million

Tvpe of Revenueas Pladzed: Ceanter's share of distributions from the State Land Grant and the
Charitable, Penal, and Reform Permanent Funds

Total Debt Sarvice Remaining: $ 8.8 million

Term of Commitment: Throuzh June 30, 2023

Ravenue Stream for Current Year: S 1.5 million

Debt Service for Current Year: £ 1.3 million

Agency: Educanional Institutions (UNM, NMSU, ENMU, WNMU, NMMI,
NMHU, NM Tech)

Purposs of Bonds: Construction and improvement of various capital facilitiss

Total Amount of Bonds Isspad: S 1.2 billion

Tvp= of Revenuvas Pladzad: Substantially all vnrestrictad revenues, including Permanent Fund

Total Debt Sarvice Remaining:

distributions, student faes, and income from revenue-producing facilitiss,
but excluding statz appropriations and incoms from clinical oparations.
$ 1.1 billien

Term of Commitment: Throush June 30, 2047
Ravenue Stream for Current Yaar: $ 2.8 billion
Dbt Service for Corrent Year: $ 72.4 million

130



STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS - NOTE 8

G. Other Liabilities
=  Compensated Absences

Compensated absences of governmental activities are liquidated in the General Fund. Claims liabilities of
governmental activities of the Internal Services agencies are liquidated in the Internal Service Fund. Compensated
absences of business-type activities are liquidated in the respective fund of obligation.

= Pollution Remediation Obligation

The State is responsible for environmental management to reasonably protect human health and the environment in
accordance with the Environmental Improvement Act, Chapter 74-1-1, NMSA 1978 (Act). Governmental Accounting
Standards Board Statement No. 49, Accounting and Financial Reporting for Pollution Remediation Obligations
(GASB 49) provides guidance in estimating and reporting the potential costs of pollution remediation.

The following details the nature of the identified sites:

Leaking Petroleum Storage Tanks (LPST)

The State oversees cleanups of LPST sites and reimburses eligible parties from the PST corrective action fund, which
has paid for the vast majority of LPST cleanups. However, for Priority 1 State Lead sites, in which there is an imminent
danger to the public health or environment, the State has obligated itself to begin remediation clean-up activities as a
result of an unwilling or unable property owner in the amount of $1.4 million as of June 30, 2020.

Superfund

The Superfund Oversight Section of the State assists the United States Environmental Protection Agency (EPA) in
characterization of inactive hazardous waste sites; identifies sites which warrant remedial or removal action under
Superfund (CERCLA); and oversees remedial activities and provides management assistance to EPA at Superfund
sites listed on the National Priorities List (NPL). There are currently 16 listed Superfund sites and 4 delisted sites in
New Mexico which are in various stages of investigation and remediation. Eight of these sites (6 listed and 2 delisted)
are subject to State cost-share with EPA. One of the 8 State cost-share Superfund sites was placed on the NPL in April
2016. The site is currently in the remedial investigation phase in which no financial obligation exists. The Department
estimates it will take at least 2 or 3 years before a Record of Decision is issued by the EPA. As of June 30, 2020, this
site is excluded from the estimated pollution remediation liability which for Superfund sites totals $40.2 million.

The total pollution remediation liability for both the LPST and Superfund sites are as follows:

Balance Balance
June 30, 2019 Additions Deletions June 30_ 2020
Amount Due Within One Year $ 621 $ 1075 § (461) § 1233
Amount Due in More than One Year 26.835 15216 (1.620) 40.431
Total Pollution Remediation Liabilities  § 27456 § 16291  § (2081) ¢ 41,666
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* Indian Water Rights Liability

New Mexico currently has three Indian water rights settlements pending implementation: the Navajo Nation
Settlement in the San Juan River adjudication, the Settlement Agreement with the Pueblos of Nambe, Pojoaque,
Tesuque, and San Ildefonso in the Aamodt adjudication, and the Taos Pueblo Settlement in the Rio Pueblo de Taos/Rio
Hondo adjudication. For each of these three settlements, a settlement agreement was executed in 2005 or 2006 by the
tribe or Pueblos and the State of New Mexico. The Aamodt and Taos Pueblo settlement agreements also were executed
by other water right owning parties. Subsequent to the passage of federal legislation authorizing each of the settlements
in 2009 and 2010, the Secretary of the US Department of Interior signed all three settlement agreements on behalf of
the United States. Copies of the three fully-executed settlement agreements and related documents can be found at:
www.ose.state.nm.us/legal_ose proposed_settlements.html.

Each of the agreements involves a contribution from the State of New Mexico in the form of construction of
infrastructure. The value of infrastructure and mutual benefits projects contemplated in the three settlements are
estimated at more than $1.6 billion as of June 30, 2020. The State will not own the infrastructure once completed; the
infrastructure and projects will be owned by tribal and local governments.

A portion of the State’s share includes $10 million on non-mandatory expenditures for ditch rehabilitation under the
Navajo Settlement. The State has met its cost share obligations under the Taos Pueblo settlement.

The State has recognized the estimated liability of $49.2 million in the financial statements as of June 30, 2020.

A summary of the funds appropriated towards the settlements follows (presented in thousands):

Indian Water Total Appropriated Unappropriated
Rights Settlement:  Cost Share Funds Balances
Aamodt 104500 S 52,989 51511
Taos 20,050 20.661 (611)
Navajo 30,940 32225 (1,276)
Total 155499  § 103,873 49,624

A summary of the funds disbursed and the remaining liability follows (presented in thousands):

Indian Water Total Disbursed Balance,
Rights Settlement: Cost Share To Date June 20, 2020
Aamodt $ 104,500 19.000 83,500
Taos 20,050 14,552 5,498
Navajo 30,949 30,404 545
Total S 155,499 63,956 01,543

Due to the fact that the timing of the payments is subject to obtaining appropriations, the amount due for these
settlements and any related cost indexing is based on best estimates.
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H. University of New Mexico
= Standby Purchase Agreements

Standby Purchase Agreements provide liquidity support on variable rate bonds that are remarketed weekly. The
liquidity/commitment fees are based on a percentage of the outstanding bond balance, payable semiannually.
Liquidity fees for the years ended June 30, 2020 and 2019 were $238 and $259, in thousands, respectively. An
agreement with U.S. Bank was entered into on December 31, 2014 for a three year term expiring December 29, 2020.
The University has entered into negotiations with U.S. Bank for a possible three year extension of the agreement.

A schedule including maturities and fees is as follows (in thousands):

US Bank
Liquidity Series Series Series Grand
Expiration 2001 2001B 2002C Total

12/29/2020 5 18675 § 11940 § 26,670 § 57283

Liquidity Fees

2001 2002B 2002C Total

FY 20 5 81 § 30 § 107 § 238
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NOTES TO THE FINANCIAL STATEMENTS — NOTE 8 (CONTINUED)

= Risks

Credit Risk

Each of UNM’s derivative instruments is held with the same counterparty except for Derivative Instrument D.
Deterioration of credit ratings could indicate a potential inability of the counterparty to make the required periodic
payments. The credit ratings for each of the counterparties are as follows:

Moody's S&P Fitch
Entity LTRating STRatinge LTRating STRating LTRating ST Rating
TP Morzan Aa2 Pl A+ Al+ AA Fl+
RBC Royal Bank A2 Pl AA- Al+ AA F1+

Interest Rate Risk

UNM is exposed to interest rate risk on its receive-variable, pay-fixed underlying interest rate swaps. As the Securities
Industry and Financial Markets Association (SIFMA) swap index decreases, the University's net payment on the
underlying swaps increases. Alternatively, on its pay-variable (SIFMA), receive-variable (LIBOR) overlay interest
rate swaps, as LIBOR and the SIFMA swap index increases, the University's net payment on the overlay swaps
increases.

Basis Risk

The variable-rate debt hedged by UNM’s derivative instruments are variable-rate demand obligation (VRDO) bonds
that are remarketed every seven days. The University is exposed to basis risk on its pay-variable (SIFMA), receive-
variable (USD Swap Rate) overlay interest rate swaps, because the variable-rate payments received by the University
on these derivative instruments are based on a rate USD Swap Rate other than the index (SIFMA) the University pays
on the VRDO bonds. At June 30, 2020, the interest rate on the University's variable-rate hedged debt (STFMA) is 0.13
%, while the 63.55% of five year USD Swap Rate + 0.31% is 0.36 %.

Termination Risk

UNM or its counterparties may terminate a derivative instrument if the other party fails to perform under the terms of
the contract. In addition, UNM is exposed to termination risk on Derivative Instruments B and C because the contract
provides the counterparty with a knockout option to terminate the contract if the 180-day SIFMA is equal to or greater
than 7.0 percent. The 180-day SIFMA is defined as the weighted average rate taken off the USD floating SIFMA
Index Rates published within the previous 180-day period. If at the time of termination, a derivative instrument were
in a liability position, UNM would be liable to the counterparty for a payment equal to the liability, subject to netting
arrangements.

Rollover Risk

UNM is exposed to rollover risk on hedging derivative instruments that are hedges of debt that mature or may be
terminated prior to the maturity of the debt. When these derivative instruments terminate, or in the case of a termination
option, if the counterparty exercises its option, UNM will be re-exposed to the risks being hedged by the derivative
instrument. Derivative Instruments B and C expose UNM to rollover risk because the counterparty has the option to
terminate the contract by exercising a knockout option.
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Foreign Currency Risk
UNM has no exposure to foreign currency risk from its derivative instruments.

=  Commitments

All of UNM’s derivative instruments include provisions that require UNM to post collateral in the event its credit
rating falls below certain levels. UNM has entered into a two-way Credit Support Annex (CSA) with the swap counter-
parties, which is based on each party’s long-term unsecured unsubordinated debt rating. The following matrix dictates
the potential collateral postings if the swaps mark-to-market values are above the mandated thresholds (in thousands):

Swap MTM

Threshold for

Rating Party's A& B
AA/Aa) and > UsD § 25,000
AA JAas UsD § 20,000
A+/AL UsD § 15.000
A/A2 USD § 10,000
A-/A3 UsD § 5,000
BBE+/Baal and < UsD § -

The collateral to be posted is to be in the form of U.S. Treasury securities in the amount of the fair value of derivative
instruments in liability positions net of the effect of applicable netting arrangements. If UNM or the counterparty does
not post collateral, the derivative instrument may be terminated. UNM’s credit rating is AA/Aa2 at June 30, 2020;
therefore, no collateral has been posted.

=  Derivative Instrument Payments and Hedged Debt

As of June 30, 2020, aggregate debt service requirements of UNM’s debt (fixed-rate and variable-rate) and net
receipts/payments on associated hedging derivative instruments are presented below. These amounts assume that
current interest rates on variable-rate bonds and current reference rates of hedging derivative instruments will remain
the same for their term. As these rates vary, interest payments on variable-rate bonds and net receipts/payments on the
hedging derivative instruments will vary. The hedging derivative instruments column reflects only net
receipts/payments on derivative instruments that qualify for hedge accounting (in thousands).
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University of New Mexico
Debt Service Requirements - Hedging Derivative Instruments

Hedge Deriv.
Fiscal Year Instruments,

Ending June 30, Principal Interest Net Total
2021 $ 6,580 § 46 5 1821 3§ 8,447
2022 6,855 43 1,619 8,517
2023 7155 44 1,403 8.602
2024 7,465 45 1,175 8.685
2025 1,770 45 240 8,755
2026 9.900 40 703 10,643
2027 2,900 25 406 3.331
2028 3,030 21 300 3,351
2029 3.160 15 192 3.367
2030 2470 1 26 2,567

$ 57285 § 325 S 8655 § 66,2635

=  Fiscal Year Changes in Swap Valuations

UNM has entered into interest rate swaps as shown in the prior schedule. The swaps were put in place starting in fiscal
years 2002 and 2003. The University has recorded the swaps at their estimated fair values as of June 30, 2020. Swaps
A through D are deemed cash flow hedges, and therefore, in addition to recording the liability at fair value, the
University has recorded an offsetting deferred outflow of resources. Annually, the changes to the fair values are
recorded as an increase or decrease to the liability and the offset to the deferred outflow of resources. The fair value
change in fiscal year 2020 for the hedge instruments was a $1.2 million increase to the liability and an equal offsetting
increase to the deferred outflow of resources. Swaps E and F are not cash flow hedges, but rather are considered
investment swaps, and changes in their fair value are recorded as investment gain (loss). The fair value change for
swaps E and F as of June 30, 2020 was recorded to unrealized gain in the amount of $331.
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I. Notes Payable

The State has issued notes payable for various purposes, mainly equipment acquisition. Details of notes payable for
the fiscal year ended June 30, 2020 follow:

Notes Payable - Business Tvpe
Debt Service Requirements to Maturity
For Fiscal Years End June 30

(Expressed in Thousands)

Fiscal Year Principal Interest Total
2021 5 1015 § 317§ 1332
2022 1,090 286 1,376
2023 1,165 253 1418
2024 1240 217 1,457
2025 1325 179 1,504

2026 - 2028 4,505 282 4787

Total § 10340 8 1534 S 11,874

Miners Colfax Medical Center obtained a loan through the Paycheck Protection Program with the Federal
Government. The total amount is $3,166, of which $ 1,216 is due within one year. If certain conditions are met, it is
expected that this loan will be forgiven. This loan is not included in the table above.

¢ Direct Borrowing — Business Type Activities

NMSU issued a tax-exempt Subordinate Lien Improvement Revenue Note, Series 2014 on April 21, 2014 in a direct
purchase with BOKF, NA dba Bank of Albuquerque. The original principal amount of the note was $15,865,000 and
the interest rate is 3.07%. The note is payable solely from, and secured by, a pledge of, and a non-exclusive subordinate
lien on the following revenues: student tuition and fees; sales and service revenue; other operating revenue; investment
income; and, building fees. The note matures April 1, 2029.
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J.  Discretely-presented Component Units

Outstanding bonds payable for the New Mexico Finance Authority are as follows:

Bonds Payable - New Mexico Finance Authority

(Expressed in Thousands)
Balance
Interest Maturity Original June 30,
Bond Series Rate (%) Date Issue 2020
Public Project Revolving Fund - Senior Lien:
2010A2&B-2 47-64 2035-2039 S 31,393 5 25,633
2011B-C 30-50 2021 -2036 110,680 46,825
20124 30-335 2021 -2038 24,340 14,640
013A-B 30-50 2021 - 2038 60,645 30.030
2014B 30-50 2021 - 2035 58235 33,070
2015B-C 23-50 2021 - 2045 20,800 75,380
2016 A-F 20-50 2021 - 2046 315,540 237,580
2017TA-E 30-50 2021 - 2046 138,130 107,435
2018A-D 25-50 2021 -2038 200,170 170,985
2012B-D 30-50 2021 - 2041 87,130 93,873
2020A-B 20-50 2021 - 2041 113,305 113,305
Subtotal 1240370 048 960
Public Project Revolving Fund - Subordinate Lien:
2014 A-1.2 28-350 2021 -2034 31,940 19,195
2015A, D 30-50 2021 - 2035 92,745 63,200
2016 B 3.0 2020 - 2022 8,950 1,580
2017B-F 23-50 2021 -2036 128,725 78,893
2018C-E 30-50 2021 -2039 102,780 93,025
20194-C 20-50 2021 -2039 68.555 64,355
Subtotal 433 693 322230
Total Public Project Revolving Fund and Total Bonds Outstanding S 1.674.063 1,271,210
Add: Net Unamortized Premium 167,732
Total Bonds Payable S 1,438,942
Current Portion ) 116,270
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Outstanding bonds payable for the New Mexico Mortgage Finance Authority are as follows:

Bonds Payable - New Mexico Mortgage Finance Authority

{Expressed in Thousands)
Balance
Interest Maturity September 30,
Bond Series Rate (%) Date 2020
Single Family Mortgage Programs:
Series 2010 A 46 2025 2,563
Series 2011 A-C 23-34 2041 29,833
Series 2012 A-B 26-43 2043 34,033
Series 2013 A -C 22-45 2043 39.091
Series 2014 A-B 28-350 2044 11,448
Series 2015 A -E 21-40 2045 51,508
Series 2016 A-C 16-38 20 97,713
Series 2017 A -B 13-38 2048 61,343
Series 2018 A-D 19-.43 2049 230,180
Series 2019 A-F 14-43 2050 396,837
Series 2020 A 1.0-35 2051 69,925
Subtotal 1,024,684
Unacereted Bond Premium Discount, Net 25,013
Total Single Family Mortgage Programs Payable 1,049,697
Rental Housing Mortgage Programs:
Series 2003 A-B 51-52 2038 7,135
Series 2004 A -D 5.01-6.0 2039 11,245
Series 2005C-F 47-.351 2040 13,683
Series 2007 A-D 5.1-100 2043 17234
Series 2008 A-B 01-60% 2043 8,000
Series 2010 A-B 5.0 2047 310
Series 2012 A 5.0 2049 4606
Series 2019 525 2020 8,722
Subtotal 71,437
Unaccreted Bond Premium/Discount, Net 40
Total Rental Housing Mortgage Programs Payable 11,477
Total Bonds Pavable 1,121,174

* Determined on a weeky basis until adjusted to resst rates or fixed rates
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Annual debt service requirements to maturity are as follows:

Debt Service Requirements to Maturity

Bonds Payable

For Fiscal Years End September 30

New Mexico Finance Authority

(Expressed in Thousands)

Fiscal Year Principal Interest Total
2021 s 116270 S 57469 5 173,739
2022 113,350 52,094 165,444
2023 108,720 46,720 155,440
2024 64,813 41,542 136,357
2023 91,395 37,001 128,396

2026-2030 360,190 127,010 487200

2031-2035 254,660 36,964 311,624

2036-2040 112245 14572 126,817

2041-2045 17,665 1,708 19373

2046-2050 1,900 7 1,857

2051-2055

1,271,210 435,137 1,706,347

Unaccreted

Premium 167,732 - 167,732
Total S 1,438,942 $ 435137 S 1,874,079

Details of the Mortgage Finance Authority Notes Payable follows:

New Mexico Mortgage Finance Authority

Notes Payable
(Expressed in Thousands)
Balance
Sept. 30,
Note 2020

PRLF Cash and Loans S 1,659
Securnities and Loans Held for Sale 30.000
Subtotal: Debt with Pledged Collateral 31,639
Other Direct Borrowings Without Assets Pledged 830
Total Direct Borrowings S 12509

The borrowings were made to raise capital to help fund
the Pnmero Loan Program, which provides loans for

nonprofit, public or tribal agency sponsored affordable

The Authority also has an unused line of credit in the amount of $2.5 million as

of Sept. 30, 2020.
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New Mexico Mortgage Finance Authority

(Expressed in Thousands)
Principal Interest Total
S 46,639 S 37232 S 83,871
23,190 36.415 39.603
23918 35,741 59,659
24,601 35.021 59.622
23,347 34237 59,804
137,182 138 361 295,543
168.960 132,391 301,851
263,767 97,817 361,584
239,168 49739 288,907
143144 11,667 154 811
5 5
1,096,121 629,141 1,725,262
23,033 - 23,033
$ 1121174 $ 629,141 3 1,750,315
Debt Service Requirements to Maturity
For Fiscal Years End September 30
(Expressed in Thousands)
Fiscal

Year Principal Interest Total
2021 S 30,074 5 249 5 30,323
2022 393 32 4235
2023 409 1 523
2024 180 15 195
2025 4 14 88
2026-2030 in 57 428
2031-2035 3n 38 409
2036-2040 3N 20 301
2041-2045 176 3 179
§ 32509 -] 452 § 32961
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NOTE 9. Net Position and Fund Equity
A. Governmental Fund Balances
Fund balances of governmental funds are classified as:

= Non-spendable — amounts that cannot be spent because they are not in a spendable form (not expected to be
converted to cash) or are legally required to be intact. Examples include inventories and permanent fund principal.

= Restricted — amounts where legally enforceable constraints are imposed by an external party such as a grantor, by
the State Legislature, or by the constitution at the same time the revenue is created.

*=  Committed — amounts where constraints are imposed by formal action of the government’s highest level of
decision-making authority, the State Legislature or the Governor, which cannot be used for any other purpose
unless the constraint is changed by similar action. These constraints are imposed separately from the creation of
the revenue.

=  Assigned — amounts where constraints are imposed on the use of resources through the intent made by any level
of decision-making authority in the government if the governing body has expressly delegated that authority to
the official or to a committee.

=  Unassigned — the residual amount after all classifications have been considered. The General Fund is the only
fund that reports a positive unassigned fund balance.
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STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS — NOTE 9 (CONTINUED)

B. Deficit Net Position/ Fund Equity
Governmental Activities
There were no deficit overall fund balances to report for the fiscal year ended June 30, 2020.
C. Net Position/Fund Balance Restatements -
1. Correction of Errors
During the fiscal year ended June 30, 2020, the State determined that several errors in accounting and reporting had
been made in the prior fiscal year. The effect of the correction of those errors together with the adoption of the new

accounting principle on beginning net position and governmental fund balances follows (in thousands):

The following schedule reconciles June 30, 2020, Net Position/fund balance previously reported to beginning Net
Position/fund balance, as reported in the accompanying financial statements (in thousands):
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STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS - NOTE 9 (CONTINUED)

Fiduciary Funds:

Agency
Funds

Beg. Total Asssets and

Total Liabilities,

as previously reported § 441942
Adjustment - Correction

of Errors -
Beg. Total Assets and

Total Liabilities,

as Restated $ 441 942

Private Purpose
Trust

Beg. Net Position,

as Previously Reported 3,073,467
Adjustments -
Beg. Net Position, 5 3,073,467

as Restated
Effect on Change in Net

Position

FYE June 30,2019 S -
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NOTE 10. Leases
Operating Leases

The State leases building and office facilities and other equipment under operating leases. Although the lease terms
vary, most leases are subject to annual appropriations from the State Legislature to continue the lease obligation. If an
appropriation is reasonably assured, leases are considered non-cancellable for financial reporting purposes.

Operating leases contain various renewal options, as well as some purchase options; however, due to the nature of the
leases, they do not qualify as capital leases and the related assets and liabilities are not recorded. Operating lease
payments are recorded as expenditures or expenses when paid or incurred. Commitments under operating leases are
as follows (in thousands):

Governmental Business-type Fiduciary
2021 5 74,705 5 7259 § 142
2022 61.643 6,160 124
2023 54,832 4385 128
2024 46,033 3317 132
2025 34,555 1,943 136
2026-2030 49810 10254 769
2031-2035 1214 1,093 -
2036-2040 1.026 25 -
Thereafter 146,850 30 -
Total $ 476,668 5 34,466 $ 1,431

Operating lease expenditures/expenses for fiscal year 2020 for governmental activities, business-type activities, and
fiduciary activities, respectively (in thousands) were $ 84,609, § 8,063, and $ 163.

Capital Leases

The State is obligated under lease purchase contracts. In the opinion of counsel for the State, these lease purchase
contracts comply with the State Supreme Court Montano vs. Gabaldon decision, in that payments for these will be
made from Special Revenue Funds and not from general tax revenue.

Leases, that in substance are purchases, are reported as capital lease obligations. In the government-wide financial
statements and proprietary fund financial statements, assets and liabilities resulting from capital leases are recorded at
the inception of the lease at either the lower of fair value or the present value of future minimum lease payments. The
principal portion of lease payments reduces the liability, and the interest portion is expensed. On the governmental
fund financial statements, both the principal and interest portions of capital lease payments are recorded as
expenditures of the applicable governmental function.
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As of June 30, 2020, the State did not have any capital lease obligations for governmental activities. The State does
have one outstanding capital lease for business type activities. Commitments under capital leases are as follows (in
thousands):

Business-type

2021 $ 328
2022 187
2023 52
2024 13
2025 -
587
Less Amounts
Representing Interest (41)
Present Value of Future
Minimum Lease Payments § 545

The carrying value of assets consisting of office and computer equipment for NMSU acquired under these
arrangements is $894.7 thousand.

Lessor Revenue

The State is also the lessor of office space. Amounts to be received in future years are as follows (in thousands):

Governmental Business-tvpe

2021 § 3327 5 11,383
2022 3272 8303
2023 3218 1,661
2024 3,182 6,364
20235 3,142 6,716
2026-2030 - 20,638
2031-2033 . 19,466
2036-2040 - 11,235
2041-2045 . 5,689
Thereafter 23,163 9.821
S 39,306 § 108,796

The historical cost for the assets which are leased is $129.7 million for governmental activities (mostly for use of
hangar and runway facilities at the Spaceport) and $145.0 million for business-type activities.
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NOTE 11. Risk Management

The State of New Mexico manages its risks internally and sets aside assets for claim settlement through its Internal
Service Fund (ISF). Coverage is provided for the following:

Workers” Compensation

Civil Rights and Foreign Jurisdiction
Aircraft

Money and Securities

Health/Life

General Liability

Automobile

Property

Employee Fidelity Bond

Short-term & Long-term Disability

The State of New Mexico manages its risks internally and sets aside assets for claim settlement through Enterprise
Funds within the Risk Management Division (RMD) of the General Services Department. The RMD services all
claims for risk of loss to which the State is exposed, including general liability, property and casualty, workers’
compensation, employee health and accident, and unemployment compensation. The Department has coverage for
general liability and civil rights claims through the Public Liability Fund administered by the State of New Mexico’s
Risk Management Division. The dollar amount “limits” of the insurance coverage are the damages caps set forth in
the Tort Claims Act, NMSA Section 41-4-19, which may be amended from time to time by the legislature. All funds,
agencies, and authorities of the State participate in Risk Management. Risk Management allocates the cost of
providing claims servicing and claims payment by charging a “premium” to each fund, agency or public authority
based on claims history and exposure of each participant. The charge considers recent trends in actual claims
experience of the State as a whole and makes provision for catastrophic losses.

ISF fund liabilities are reported when it is probable that a loss has occurred and the amount of that loss can be
reasonably estimated. Liabilities include an amount for claims that have been incurred but not reported. Because actual
claims liabilities depend on such complex factors as inflation, changes in legal doctrines, and damage awards, the
process used in computing claims liability does not necessarily result in an exact amount. Claims liabilities are
reevaluated annually to take into consideration recently settled claims, the frequency of claims, and other economic
and social factors.

Total insurance claims payable at June 30, 2020, were $152.4 million. The amounts of the liabilities are determined
by independent actuarial consultants to the ISF. The total liability is shown in the accompanying financial statements
at the present value of the payments, computed at 2.0 percent annual rate, except for long-term disability liability,
which is computed at 2.0 percent annual rate, between June 30, 2020 and the date the claims are ultimately expected
to be paid.

Insurance claims payable presented are actuarial computed estimates of the costs of administering, defending, and
settling claims for events that had occurred as of the year-end. Since these estimates are based on historical information
and various statistical measures, actual amounts paid may vary significantly from the amount estimated by the fund
actuaries and reported herein. The basis of estimating the liabilities for unpaid claims is found in the independent
actuarial report.
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The following shows the reconciliation of changes in the unpaid claims in the ISF, which are stated at present value

(in thousands):

State Unemployment
Local Public Body

Public Property Reserve
Public Liability

Sursty Bond

Workers Compensation
Group Insurance Preminm

Total

State Unemployment
Local Public Body

Public Property Reserve
Public Liability

Sursty Bond

Workers Compensation
Group Insurance Premium

Total

It is possible that other claims against [ISF may exist, but have not been asserted.

Incurred (Net

Balance of Actuarial Balance Current
June 30, 2019 Provision) Payvments June 30, 2020 Amount Due
b 3950 S 43519 S (4779 § 3,690 $ 3,690
869 1334 (1,391) 812 812
2978 4364 (4.323) 3.019 2339
68,298 24330 (41.840) 50,788 23,012
3 - - 3 2
49,847 13,050 (12,147) 50,750 11,820
40,649 347 499 (344.818) 43330 43,330
S 166,594 § 395096 S (409.298) S 152,392 S 85,205

Incurred (Net

Balance of Actuarial Balance Current
June 30, 2018 Provision) Payvments June 30, 2019 Amount Due
5 4279 S 3028 § (3337) S 3,950 S 3,950
041 1,525 (1,397) 869 369
2237 6,049 (6.208) 2978 2,506
75,456 182353 (26.411) 68,208 31,041
3 - - 3 2
46,783 16,440 (13,376) 49847 11,609
42,803 325,170 (327,326) 40,649 40,648
s 172,504 § 372365 § (378,275) S 166,594 S 90,625
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NOTE 12. Pension Plans
A. Plan Descriptions

The State maintains five public employees’ retirement systems (Systems): Four separate systems are administered by
the New Mexico Public Employees’ Retirement Association (PERA) and one system 1s administered by the New
Mexico Educational Employees’ Retirement Board (ERB). The State elected to use June 30, 2019 as its measurement
date for both its PERA and ERB pension plans.

PERA is the administrator of the Public Employees Retirement System (PERS), the Judicial Retirement System (JRS),
the Magistrate Retirement System (MRS), and the Volunteer Firefighter Retirement System (VFRS). ERB is the
administrator of the Educational Employees Retirement System (EERS). Collectively, the Systems offer an array of
retirement benefit plans to state, county, and municipal employees, police, firefighters, judges, magistrates, and
legislators. The laws governing the administration of the Systems are set forth in Chapter 10, NMSA 1978, and
applicable Replacement Pamphlets.

PERA is directed by the Public Employees Retirement Board (Board), which consists of twelve members. Ten of the
Board members are elected by PERA active and retired members under state and municipal coverage plans. Two
Board members, the Secretary of State and the State Treasurer, are ex-officio members.

PERA issues a separate, publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to PERA, 33 Plaza la Prensa, Santa Fe, NM 87507.

ERB is directed by the Educational Retirement Board, composed of seven members. Board members include:

Secretary of Public Education, who is appointed by the Governor;

State Treasurer;

One member elected by the membership of the NM Association of Educational Retirees;

One member elected by the membership of the National Education Association of New Mexico;
One member elected by the membership of the American Association of University Professors;
Two members appointed by the Governor
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The ERB issues a separate, publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to ERB, PO Box 26129, Santa Fe, New Mexico
87502.

The number of participating government employers, and the number of members for each system for the year ended
June 30, 2020, were (not in thousands):

PERS* JRS MRS VERS EERS
Number of Emplovers
State Agencies 121 15 12 - 11
Cities, Towns, Villages 3 - - 364 -
Counties 33 - - - -
Public Schools - - - - 89
Universities and Colleges - - - - 15
Special Schools - - - - 4
Charter Schools - - - - 97
Other 78 B - - -
Totals 325 15 12 364 216
Retirees and Beneficianies
Receiving Benefits 40,744 186 105 1429 51,397
Terminated Plan Members
not yet Receiving Benefits 19.652 26 21 360 50,914
Active Plan Members 48.159 124 63 8.182 61.091

* Note: PERA Retirement Fund includes the Legislative Fund

B. Funding and Benefit Policies

Public Employees Retirement System (PERS) — This plan is a cost sharing, multiple - employer defined benefit
pension plan with six divisions of members: State General, State Police/Adult Correction Officers, Municipal General,
Municipal Police/Detention Officers, Municipal Fire, and State Legislative Divisions, and offers 24 different types of
coverage within the PERA plan. Certain coverage plans are only applicable to a specific division. Eligibility for
membership in the Public Employees Retirement Fund is set forth in the Public Employees Retirement Act (Chapter
10-11-3, NMSA 1978.) Except as provided for in the Volunteer Firefighter Retirement Act (Chapters 10-11A-1 to 10-
11A-7, NMSA 1978), the Judicial retirement Act (Chapters 10-12B-1 to 10-12B-19, NMSA 1978), the Magistrate
Retirement Act (Chapters 10-12C-1 to 10-12C-18, NMSA 1978), the Educational Retirement Act (Chapter 22-11,
NMSA 1978), and the provisions of Chapters 29-4-1 through 29-4-11, NMSA 1978, governing the State Police
Pension Fund, each employee and elected official of every affiliated public employer is required to be a member in
the Public Employees Retirement Fund, unless specifically excluded.
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Effective July 1, 2019, House Bill 501 increased employer contributions by .0025 percent for funds under the Public
Employees Retirement Act.

Benefits are generally available at age 65 with five or more years of service or after 25 years of service regardless of
age for Tier I members (as defined later in these notes). Provisions also exist for retirement between ages 60 and 65,
with varying amounts of service required. Certain police and fire members may retire at any age with 20 or more years
of service for Tier I members. Generally, the amount of normal retirement pension is based on final average salary,
which is defined under Tier [ as the average of salary for the 36 consecutive months of credited service producing the
largest average; credited service; and the pension factor of the applicable coverage plan. Monthly benefits vary
depending upon the plan under which the member qualifies, ranging from 2.0 percent to 3.5 percent of the member’s
final average salary per year of service. The maximum benefit that can be paid to a retiree may not exceed a range of
60.0 percent to 90.0 percent of the final average salary, depending on the division. Benefits for duty and non-duty
death and disability and for post-retirement survivors’ annuities are also available. A blended pension benefit is equal
to the sum of the pension attributable to the service credit the member has accrued under each coverage plan with
different pension factors, for service credit earned after July 1, 2013.

Cost of living adjustment (COLA)

¢ Eligible retired members will receive a 4% COLA.
e  Graduated COLA eligibility period for those who retire:
o Before June 30, 2014: no change to current 2 full-calendar years after retirements to receive a
COLA;
o Between July 1, 2014 and June 30, 2015: 2 full-calendar year eligibility period to receive a COLA;
o  Between July I, 2015 and June 30, 2016: 4 full-calendar year eligibility period to receive a COLA;
and
o  After July 1, 2016: 7 full-calendar year eligibility period to receive a COLA
® No change in 1-year COLA eligibility for disability retirees or retirees age 65 or older.

For Tier I, the retirement age and service credit requirements for normal retirement for PERA state and municipal
general members hired increased effective July 1, 2013 with the passage of Senate Bill 27 in the 2013 Legislative
Session. Under the new requirements (applicable to those hired after July 1, 2013 — Tier II), general members are
eligible to retire at any age if the member has at least eight years of service credit and the sum of the member’s age
and service credits equals at least 85, or at 67 with eight or more years of service credit. General members hired on
or before June 30, 2013 (Tier I) remain eligible to retire at any age with 25 or more years of service credit. Under
Tier 11, police and firefighters in Plans 3, 4, and 5 are eligible to retire at any age with 25 or more years of service
credit. State police and adult correctional officers, peace officers, and municipal juvenile detention officers will
remain in 25-year retirement plans; however, service credit will no longer be enhanced by 20%. All public safety
members in Tier II may retire at age 60 with 6 or more years of service credit. Generally, under Tier II, pension factors
were reduced by 0.5 %. The computation of final average salary increased as the average of salary for 60 consecutive
months.

Contribution rates for members vary depending on the plan under PERS. Employee contribution rates range from

4.78 % to 18.15% of annual salary, and employer rates range from 7.0% to 26.12%, Generally, Tier I regular state
members contribute 7.42% to 8.92%, while employers contribute 17.24%.
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CHANGES FOR RETIREES
Cost of living adjustment (COLA)
e Reduces the COLA from 3% to 2% except for:
e 2.5% COLA for members retired with 25 or more years of PERA service credit (not reciprocity) and disability
retired members, whose annual pensions are less than $20,000.

CHANGES FOR RE-EMPLOYED RETIREES
Cost of living adjustment (COLA)
o Suspends the COLA for grandfathered return-to-work retirees during reemployment with PERA-affiliated
employers or retirees employed by entities covered by the Education Retirement Act.

State Legislative Fund — This plan is a defined benefit pension plan which is accounted for in PERS. Eligibility for
membership in the State Legislative Fund is set forth in the Public Employees Retirement Act (Chapter 10, Article
11, Section 43 and 43.5, NMSA 1978). State Legislators and lieutenant governors must elect to be a member no later
than 180 days after first taking office to be covered under this plan. Member contributions are $500 for each year of
service credit prior to the 2012 legislative session and $600 for each year beginning with the 2012 legislative session.
Legislative service credit is earned each calendar year during which the member fulfills the obligations of the position
of the legislator for more than six months of the calendar year, including the legislative session. Legislators are not
required to make a member contribution until after the legislative session has ended and after PERA verifies services
credit. PERA invoices legislative members to cover member contributions for each legislative session after the session
ends, which is normally July or August. State funding for the State Legislative Fund is defined in Sections 10-11-43
and 10-11-43.5, NMSA 1978. The State is required to contribute sufficient amounts to finance the membership of
members under state legislator coverage plan 2 on an actuarial reserve basis. The total actuarially determined amount
for the State Legislative Fund for the fiscal year ended June 30, 2018 was $0.00. Regarding the source of funding,
Section 7 -1-6.43 of the Tax Administration Act states “A distribution pursuant to Section 7-1-6.1 NMSA 1978 shall
be made to the legislative retirement fund in an amount equal to two hundred thousand dollars ($200,000) a month or,
if larger, one-twelfth of the amount necessary to pay out the retirement benefits due under state legislator member
coverage plan 2 and Paragraph (2) of Subsection C of Section 10-11-42 NMSA 1978 for the calendar year.” During
the State of New Mexico (53™ Legislature) in 2017, House Bill 2 was passed that reduced the State’s distribution to
the legislative retirement fund from $75,000 a month to $0.00 a month.

Age and service requirements for retirement are age 65 or older with 5 or more years of service credit or any age with
10 or more years of service credit. Legislative members who meet retirement eligibility requirements receive annual
pensions equal in any calendar year to 11% of the per diem rate in effect on the first day of the calendar year that the
member retires multiplied by 60 and further multiplied by credited service. The per diem rate starting January 1, 2018
is $165.

Effective 2019 the annual contribution amount under Legislative Retirement Plan 2 the amount increases to $1,000
per Senate Bill 307.

Cost of living adjustment (COLA) is made to eligible retirees and beneficiaries. Retirees of the Legislative fund
receive a COLA yearly after retirement of two full-calendar years (January 1* through December 31%) subject to
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certain conditions. The 2% COLA will be effective July 1 of the following year after the two full calendar years and
will be compounded for each fiscal year thereafter. The COLA for disabled retired members making less than $20,000
and members that make less than $20,000 and have 25 years of service credit will be 2.5%.

Judicial Retirement Fund — This plan is a single employer defined benefit pension plan. Eligibility for membership
in the Judicial Retirement Fund is set forth in Chapter 10-12B-4, NMSA 1978. Every judge or justice becomes a
member in the Judicial Retirement Fund upon election or appointment to office, unless an application for exemption
has been appropriately filed or unless specifically excluded. All assets accumulated for the payment of benefits may
be used to pay benefits, including refunds of member contributions, to any of the plan members or beneficiaries, as
defined by the terms of the Judicial Retirement plan.

For individuals that became a member prior to July 1, 2005, benefits are available at age 64 or older to anyone having
served a minimum of five years and at age 60 to anyone having served at least 15 years. The annual pension amount
for those members covered prior to July 1, 2005, is determined as 75.0 percent of the salary received during the last
year in office prior to retirement multiplied by the number of years of service, not to exceed 10 years divided by 10.
For individuals that become a member after July 1, 2005, benefits are available at age 64 or older to anyone having
served a minimum of five years and at age 55 to anyone having served at least 16 years.

For those individuals who became members subsequent to July 1, 2005, the annual pension amount is determined as
75.0 percent of salary received during the last year in office prior to retirement multiplied by 5.0 percent of the number
of years in service, not exceeding 15 years, plus five years or one-twelfth of the salary received during the last year in
office prior to retirement multiplied by the product of 3.75 percent times the sum of the number of years of service;
provided that a pension calculated shall not exceed 75.0 percent of one-twelfth of the salary received during the last
year in office.

The retirement age and service credit requirements for normal retirement for judicial members who first take the bench
on or after July 1, 2014 increased with the passage of House Bill 33 Substitute in the 2014 Legislative Session. Under
the new requirements, judicial members are eligible to retire at age 65 with 8 or more years of service or at age 60
with 15 or more years of service credit.

Effective July 1, 2014, judicial membership is mandatory, all judicial pension factors were reduced, employee and
employer contributions increased 3 percent and the computation of final average salary increased as the average of
salary for the 60 consecutive months. In addition, cost-of-living increases were suspended for two consecutive fiscal
years and future cost-of-living adjustments are reduced to 2% every third year until the Fund is projected to be 100%
funded. Suspends the COLA for judges and magistrates if the Funds’ funded ratios fall below 100%. COLA
suspensions shall only be implemented for two consecutive fiscal years.

Early retirement provisions apply to members retiring between ages 50 and 60. The plan also provides for survivors’
allowances and disability benefits. Members contribute at a rate of 10.5 percent of their salaries and the member’s
court contributes at a rate of 15.0 percent of the member’s salary. Additionally, the district court contributes $38 for
each civil case docket fee paid in the district court, $25 from each civil docket fee paid in metropolitan court and $10
(not in thousands) for each jury fee paid in metropolitan court. Contribution rates are established by State statute.
Various other changes took place under House Bill 33 which amended the Judicial Retirement Act.
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Magistrate Retirement Fund — This plan is a single employer defined benefit pension plan. Eligibility for membership
in the Magistrate Retirement Fund is set forth in Chapter 10-12C-4, NMSA 1978. All assets accumulated for the
payment of benefits may be used to pay benefits, including refunds of member contributions, to any of the plan
members or beneficiaries, as defined by the terms of the Magistrate Retirement plan. Every magistrate becomes a
member in the Magistrate Retirement Fund upon election or appointment to office, unless an application for exemption
has been appropriately filed or unless specifically excluded. Benefits are available at age 64 or older to any member
having served as a magistrate for a minimum of five years. Retirement is available at age 60 to any magistrate or
former magistrate having served at least 15 years or at any age with 24 or more years of service credit. The annual
pension amount is determined by multiplying 75.0% of the salary received during the last year in office prior to
retirement by 5.0% of the number of years of service, not exceeding 15 years, plus five years.

The retirement age and service credit requirements for normal retirement for magistrate members who first take the
bench on or after July 1, 2014 increased with the passage of House Bill 216 Substitute in the 2014 Legislative Session.
Under the new requirements, magistrates are eligible to retire at age 65 with eight or more years of services, at age 60
with 15 or more years of service credit or at any age with 24 years of service credit.

Effective July 1, 2014, membership is mandatory, all magistrate pension factors were reduced, employee contributions
increased 3 percent, and the computation of final average salary increased as the average of salary for the 60
consecutive months prior to retirement. Employer contributions increased by 4% effective July 1, 2015. In addition,
cost-of-living increases were suspended for two consecutive fiscal years, and future cost-of-living adjustments are
reduced to 2% every third year until the Fund is projected to be 100% funded.

Member contributions are based on 10.5 percent of salaries and the State, through the administrative office of the
courts, contributes at a rate of 11.0 percent of the member’s salary. Beginning July 1, 2015, the employer contributions
increased to 15 percent of the member’s salary. Additionally, the magistrate or metropolitan courts contribute $25 for
each civil case docket fee paid and $10 for each civil jury fee paid in magistrate court. Contribution rates are
established by State statute. Certain other changes took place under House Bill 216 and amended the Magistrate
Retirement Act.

Volunteer Firefighters Retirement Fund — This plan is a single employer defined benefit pension plan with a special
funding situation. Eligibility for membership in the Volunteer Firefighters Retirement Fund is set forth in Chapter
10-11A-2, NMSA 1978. Any volunteer non-salaried firefighter who is listed as an active member on the rolls of a fire
department and who meets certain age and service credit requirements set forth in the statute is eligible for membership
in the Volunteer Firefighters Retirement Fund. Benefits are available at age 55 or older to any member having served
as a volunteer firefighter for a minimum of 10 years. Benefits are $125 per month, as of July 1, 2013, with at least 10
but less than 25 years of service or $250 per month with 25 or more years of service. Benefits for post-retirement
surviving spouse annuities are also available. Members of the Volunteer Firefighters Retirement Fund do not make
individual contributions to the plan. State statutes require that the State Treasurer transfer $750,000 during the fiscal
year from the Fire Protection Fund to the Volunteer Firefighters Retirement Fund.

Educational Employees’ Retirement System (EERS) - The New Mexico Educational Retirement Board (ERB) was
created by the Educational Retirement Act, Chapters 22-11-1 to 22-11-52, NMSA 1978, as amended, to administer
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and have the responsibility for operating the Educational Employees’ Retirement Plan. ERB is an agency of the State.
The plan administered by ERB is considered part of the State financial reporting entity and is a pension trust fund of
the state.

This plan is a cost-sharing multiple employer pension plan established by statute and administered by ERB to provide
retirement, disability, and death benefits for all certified teachers and other employees of the State’s elementary,
secondary, and higher educational institutions, junior colleges, and technical-vocational institutions. Employees who
are employed more than 25% of a full-time equivalency, are required to be members of the Plan, unless specifically
excluded.

Plan members whose annual salary is $20,000 or less are required by statute to contribute 7.9% of their gross salary.
For plan members whose annual salary is over 520,000, they are required to contribute 10.7% of their gross salary to
the plan in fiscal year 2018 and thereafter. Employers are required to contribute 14.15% of gross covered salaries in
fiscal year 2020 and thereafter. The statutory contribution requirements can be changed by the State Legislature.

For members employed before July 1, 2010, a member is eligible to retire when one of the following events occurs:
o The member’s age and earned service credit add up to the sum of 75 or more,
» The member is at least sixty-five years of age and has five or more years of earned service credit, or
e The member has service credit totaling 25 years or more.

Chapter 288, Laws of 2009 changed the eligibility requirements for new members first employed on, or after, July 1,
2010 and before July 1, 2013. The eligibility for a member who either becomes a new member on or after July 1, 2010
and before July 1, 2013, or at any time prior to July 1, 2010 refunded all member contributions and then becomes re-
employed after July 1, 2010 is as follows:

o  The member’s age and earned service credit add up to the sum of 80 or more,
* The member is at least 67 years of age and has five or more years of earned service credit, or
e  The member has service credit totaling 30 years or more.

Section 2-11-23.2, NMSA 1978 added eligibility requirements for new members who were first employed on or after
July 1, 2013, or who were employed before July 1, 2013 but terminated employment and subsequently withdrew all
contributions, and returned to work for an ERB employer on or after July 1, 2013. These members must meet one of
the following requirements:

®  The member’s minimum age is 55, and has earned 30 or more years of service credit. Those who retire earlier
than age 55, but with 30 years of earned service credit will have a reduction in benefits to the actuarial
equivalent of retiring at age 55.

e The member’s minimum age and earned service credit add up to the sum of 80 or more. Those who retire
under the age of 65, and who have fewer than 30 years of earned service credit will receive reduced retirement
benefits

o The member’s age is 67, and has earned 5 or more years of service credit.

Forms of Payment - The benefit is paid as a monthly life annuity with a guarantee that, if the payments made do not
exceed the member’s accumulated contributions plus accumulated interest, determined as of the date of retirement,
the balance will be paid in a lump sum to the member’s surviving beneficiary.
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Benefit Options - There are three benefit options available:

Option A — Straight Life Benefit. The single life annuity option has no reductions to the monthly benefit, and there is
no continuing benefit due to a beneficiary or estate, except the balance, if any, of member contributions plus interest
less benefits paid prior to the member’s death.

Option B — Joint 100% Survivor Benefit. The single life annuity monthly benefit is reduced to provide for a 100%
survivor’s benefit. The reduced benefit is payable during the life of the member, with the provision that, upon death,
the same benefit is paid to the beneficiary for his or her lifetime. If the beneficiary predeceases the member, the
member’s monthly benefit is increased to the amount the member would have received under Option A Straight Life
benefit. The member’s increased monthly benefit commences in the month following the beneficiary’s death.

Option C — Joint 50% Survivor Benefit. The single life annuity monthly benefit is reduced to provide for a 50%
survivor’s benefit. The reduced benefit is payable during the life of the member, with the provision that, upon death,
the reduced 50% benefit is paid to the beneficiary for his or her lifetime. If the beneficiary predeceases the member,
the member’s monthly benefit is increased to the amount the member would have received under Option A Straight
Life benefit. The member’s increased monthly benefit commences in the month following the beneficiary’s death.

Cost of Living Adjustment (COLA) — All retired members and beneficiaries receiving benefits receive an automatic
adjustment in their benefit on July 1 following the later of 1) the year a member retires, or 2) the year a member
reaches age 65 (Tier 1 and Tier 2) or age 67 (Tier 3):

e Tier | membership is comprised of employees who became members prior to July 1, 2010
e  Tier 2 membership is comprised of employees who became members after July 1, 2010, but prior to July 1,
2013

e  Tier 3 membership is comprised of employees who became members on or after July 1, 2013

As of July 1, 2013, for current and future retirees the COLA is immediately reduced until the Plan is 100% funded.
The COLA reduction is based on the median retirement benefit of all retirees excluding disability retirements. Retirees
with benefits at or below the median and with 25 or more years of service credit will have a 10% COLA reduction;
their average COLA will be 1.5%. Once the funding is greater than 90%, the COLA reductions will decrease. The
retirees with benefits at or below the median and with 25 or more years of service credit will have a 5% COLA
reduction; their average COLA will be 1.7%.

Members on disability retirement are entitled to a COLA commencing on July 1 of the third full year following
disability retirement. A member on regular retirement who can prove retirement because of a disability may qualify
for a COLA beginning July 1 in the third full year of retirement.

Disability Benefit:
Eligibility - A member is eligible for a disability benefit provided (a) he or she has credit for at least 10 years of
service, and (b) the disability is approved by the Board.

Monthly Benefit - The monthly benefit is equal to 2.0 percent of FAS times years of service, but not less than the
smaller of (a) one-third of FAS or (b) 2.0 percent of FAS times years of service projected to age 60.
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Form of Payment - The disability benefit commences immediately upon the member’s retirement. Disability benefits
are payable as a monthly life annuity, with a guarantee that, if the payments made do not exceed the member’s
accumulated contributions, determined as of the date of retirement, the balance will be paid in a lump sum to the
member’s surviving beneficiary. If the disabled member survives to age 60, the regular optional forms of payment are
then applied.

Refund of Contributions - Members may withdraw their contributions only when they terminate covered employment
in the State and certification of termination has been provided by their former employers. Interest paid to members
when they withdraw their contributions following termination of employment is at a rate set by the Board. Interest is
not earned on contributions credited to accounts prior to July 1, 1971, or contributions held for less than one year.

Alternative Retirement Plan - Effective October, 1991, the New Mexico legislature established an Alternative
Retirement Plan (ARP) through the enactment of ERA Sections 22-11-47 through 52 NMSA 1978 to provide eligible
employees an election to establish an alternative retirement investment plan. In contrast to the defined benefit plan
administered by NMERB, the ARP is a defined contribution plan. NMERB is the trustee of the ARP which is
administered by two third party contractors for NMERB. The administrators approved to offer ARP plans to eligible
participants are Teachers Insurance and Annuity Association/College Retirement Equities Fund (TIAA-CREF), and
Fidelity Investments.

These administrators have the authority to perform record keeping, enrollment education services, and other
administrative duties for the ARP. The administrators are delegated any and all powers as may be necessary or
advisable to discharge their duties under the ARP, and have certain discretionary authority to decide matters under the
ARP. As the ARP trustee NMERB is responsible for selecting investment options that provide a prudent rate of return,
and to ensure that all investments, amounts, property, and rights under the executed Plan-Trust are held for the
exclusive benefit of Plan participants and their beneficiaries, as defined in the Plan Document.

C. Net Pension Liability

The total pension liability, net pension liability, and certain sensitivity information presented on the next page are
based on an actuarial valuation performed as of June 30, 2019. The total pension liability was rolled forward from
the valuation date to the plan year ending June 30, 2020. The net pension liability of each plan as of June 30, 2020,
is as follows (in thousands):

Public Employees Retirement Association and Education Retirement Board
Net Pension Liability, By Fund
(Expressed in Theusands)

PERA-Public PERA-Volunteer ERB-Educational
Employees PERA-Judicial PERA-Magistrate Firefighters Employees
Retirement Retirement Retirement Retirement Retirement
System System System System System
Total Pension Liability s 22140637 S 223408 S 58618 S 51906 S 33285087
Plan’s Fiduciary Net Position 14.691.984 84.871 29,071 68,836 13.019.198
Net Pension Liability H 7448653 S 138,538  § 29,546 35 (16,930) 3 20365.89{)
Percentage of Fiduciary
Net Position to Total
Pension Liability 66.36% 37.99% 49.59% 132.62% 39.11%
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These assumptions were adopted by the Board for use in the June 30, 2019 actuarial valuation.

Valuation date
Actuanal cost method

Amortization method

Amortization peniod

Asset valuation method
Actuanal Assumptions:

Investment Rate of Retum

Projected Benefit Payment

Payroll Growth
Projected Salary Increases

Includes Inflation At

Mortality Assumption

Discount Rate

Municipal Bond Rate

PERS

JRS

MRS

VERS

EERS

June 30, 2019
Entry Age Nomal

Level Percent of Pay

Solved for Based on
Statutory Rates

1.25%

100 years

3.00%
3.25%-13.50%

2.50%

RPH-2014 Blue Collar
Mortality Table

7.23%

3.50%

All percentages are stated at an annual rate.
Investment rate of retum is net of investment expenses.

June 30, 2019

Entry Age Nomal

Level Percent of
Pay, Open
30 years
SEIR 4.34%
89 vears
3.00%
4.00%
2.50%
RPH-2014 Blue Collar
Mortality Table
434%
3.50%
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June 30, 2019
Entry Age Nomal

Level Percent of

Payroll, Open

30 years

SEIR. 7.25%

86 years

3.00%
325%

2.50%

FPH-2014 Blue Collar
Mortality Table

7.25%

3.50%

June 30, 2019
Entry Age Nommal

Level Dollar, Open

30 years

7.25%

100 years

N/A
N/A

2.50%

RPH-2014 Blue Collar
Mortality Table

7.23%

June 30, 2019
Entry Age Nomal
Closed 30 year period,

Amortization. Level
percent of Payroll.

Closed 30 years

5 Year Smoothed Market

7%

2.30% Inflation, plus
03% Prod, Inc.

230%

2020 GRS Southwest
Region Teacher Mortality
Table

3.89%

3.50%
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The following presents the net pension liability of the various plans, calculated using the discount rate, as well as
what the Fund’s net pension liability would be if it were calculated using a discount rate that is 1-percentage-point
lower or 1-percentage-point higher than the current rate:

Current
1% Dizcount 1%
Decrease Rate Increase
Net Pension Liability (6.25%) (7.25%) (8.25%)
PERS 10,161 983 7,448 6352 S 5201418
Single-Employer Funds:
(3.34%) (4.34%) (3.34%)
Judicial 165,487 138,538 3 116,101
(6.25%) (7.23%) (8.25%)
Volunteer Firefighters (10975) (16.931) $ (21,892)
(6.23%) (7.23%) (8.25%)
Magistrate 35,376 29,547 S 24,5935
(2.89%) (3.89%) (4.89%)
ERB 25,393,613 20,263 889 s 15,979,388

PERA Asset Allocations — The long-term expected rate of return on pension plan investments was determined using
a statistical analysis in which best-estimate ranges of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class. These ranges are combined
to produce the long-term expected rate of return by weighting the expected future real rates of return by the target
asset allocation percentage and by adding expected inflation. The target asset allocation and most recent best estimates
of arithmetic real rates of return for each major asset class are summarized in the following table:

Public Employees Retirement Association

All Systems
Long-term
Expected
Target Rate of
Asset Class Allocation Return
Global Equity 3550 % 590 %
Risk Reduction & Mitigation 19.50 1.00
Credit Oriented Fixed Income 15.00 4.20
Real Assets to include Real Estate Equity 20.00 6.00
Multi-Risk Allocation 10.00 6.40
Total 100.00 %
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ERB Asset Allocations — ERB’s investment allocation policy is periodically reviewed and amended by the Board of
Trustees, as needed. Plan assets are managed on a total return basis with a long-term objective of achieving and
maintaining a fully funded status for the benefits provided through the pension plan. The following schedule shows
the current asset allocations as well as the policy adopted on August 26, 2016:

Schedule of Asset Allocation Versus Policy Targets

Policy
Allocation Target1
Equities
Domestic Equities
Large cap 14% 14%
Small-mid cap 3% 3%
International Equities
Developed 5% 5%
Emerging markets 8% 9%
Total equities 30% 31%
Fixed Income
Core Fixed Income 6% 6%
Opportunistic credit 18% 16%
Emerging market debt 2% 2%
Total fixed income 26% 24%
Alternatives
Real estate 4% 6%
REITs 2% 2%
Private equity 16% 15%
Global asset allocation 3% 2%
Risk panty 6% 3%
Inflation-linked assets 0% 9%
Other 4% 7%
Total alternatives 43% 44%
Cash 1% 1%
Total 100% 100%

1. Long-Term Policy Target approved by the Board on August 2019,

Rate of Return — Disclosure of the annual money-weighted return is a requirement of GASB 67. It incorporates
both the size and timing of cash flows to determine an internal rate of return, and expresses investment performance
adjusted for the changing amounts actually invested. The requirements of the calculation are listed below.

The rate is computed net of investment expenses, but not net of administrative expenses.
External cash flows used as inputs should be determined on at least a monthly basis.

Cash flows should be determined on an accrual basis of accounting.

Cash-flow weighting should be representative of the Plan’s actual external cash flow timing.
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For the year ended June 30, 2020, the annual money-weighted rate of return on the PERA pension plan investments
net of investment expense was a negative 2.70%. For the ERB pension plan, it was a negative .97%.

D. Employer Reporting — Public Employees Retirement Association of New Mexico (PERA)

State — Funded Divisions of PERA

For the fiscal year ended June 30, 2020, the State Funded Divisions of PERA were composed of State General, State
Police and Legislative. The measurement date used by the State was June 30, 2019.

Contributions — As stated earlier in this note, the contribution requirements of the plan members and the State are
established in the state statute. Statutorily required contributions from the State to the State funded divisions of the

pension plan were $200 million for the fiscal year ended June 30, 2020.

Pension Liabilities, Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions

The State-Funded Divisions of PERA reported net pension liabilities as follows (in thousands):

Division Net Pension Liability
State General S (3,635,039
State Police 299,411
Legislative 10,955
Total S (3.324.673)

The net pension liability is further segregated in the following amounts in Governmental and Business-Types (in
thousands):

Governmental Activities
(inchuding Internal Service Funds) S 3,248,141

Busmess-type Activites
(inchuding Nonmajor enterprise

funds and two educational institutions) 76,532
Total S 3.324.673

At June 30, 2020, the State’s total proportion of the PERA State Funded Divisions net pension liability was 51.29%
percent and at June 30, 2019. Total contributions for State Funded Divisions were $175.7 million, $23.6 million, and
.90 million for the three divisions respectively. Pension expense was $535.8 million, $2.2 million and $.83 million
respectively.
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Single-Emplover Funds

The State contributes 100 percent of the contributions to three single-employer funds in the PERA System. They are
the Judicial, Magistrate, and Volunteer Firefighters Retirement Funds. The measurement date used by State was
June 30, 2019 (in thousands).

Volunteer
Judicial Magistrate Firefighters
Net Pension Liability (Asset) 5 113,673 § 45,634 5 (19,276)

Contributions — Contributions from the State to the PERA Judicial, Magistrate Retirement and Volunteer Firefighter
funds were $4.7 million, $1.3 million, and $.750 million, respectively, for the year ended June 30, 2020.

Pension Liabilities, Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions - The State reported liabilities of $113.6million and $45 million for the net pension liabilities of
the Judicial and Magistrate Retirement Funds, respectively, which were 100 percent of the proportionate share. For
the year ended June 30, 2020, the State recognized $10.2 million as pension expense for the Judicial Retirement Funds.
Also, for the year ended June 30, 2020, the State recognized $6.3 million as pension expense for the Magistrate
Retirement Fund, respectively.

The Volunteer Firefighters Retirement Fund reported a plan net position of $71.8 million and a total pension liability
of' $52.6 million for a positive net position asset of $19.2 million. Therefore, in accordance with accounting guidance,
the positive net position is reported as a net pension asset in the financial statements. Pension expense was $.78 million.

At June 30, 2020, these plans reported deferred outflow of resources and deferred inflows of resources related to
pensions from the following sources (in thousands):

Governmental Business-tvpe

PERA - State-Funded and Single- Deferrad Deaferrad Deferrad Deferrad
Employer Funds Outflows of Inflows of Outflows of Inflows of
(Judicial and Magistrates Funds) Resources Rasources Rasources Resources
Differences batween axpactad and actual experiences S 41 425 S (163.230) S 749 s (3.374)
Changes of assumptions 158,167 (10,185) 3,146 (162)
Nat differance betwesn projectad and actual sarnings
on pension plan investments 86,9353 - 1,839
Changes in proportion and differences between State
contributions and proportionats shars of contributions - - -
State contributions subsequent to measurement date 201,986 - 4221

Taotals $ 488,531 $ (173415 S 9.955 3 (3.536)
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The amounts of $201,986 for governmental activities and 34,221 for business-type activities, reported as deferred
outflows of resources related to pensions resulting from the State’s contributions subsequent to the measurement date
June 30, 2019, will be recognized as a reduction of the respective net pension liability in the following fiscal year
ended June 30, 2020. Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized in pension expense as follows (in thousands):

Governmental Businsss-tvpe
Year endad June 30: Year encad June 30:
2020 g 74,650 2020 g 1,451
2021 s 33,367 2021 $ 548
2022 s (8.540) 2022 s (166)
2023 S 13,612 2023 S 265
2024 S - 2024
Thersafter § - Thersafter § -

The deferred outflows and inflows of resources are presented separately for the Volunteer Firefighter’s Fund
because this fund reports a positive net position (in thousands).

Govemmental
Deferred Deferred
Outflows of Inflows of
Volunteer Firefighter's Fund Resources Resources
Differences between expected and actual expeniences 5 - § (354
Changes of assumptions 1,741 (123)
Net difference between projected and actual eamings
on pension plan investments 8235 -
Changes in proportion and differences between State
contributions and proportionate share of contnibutions - -
State contributions subsequent to measurement date 730 -
Totals 5 3.316 $  (5.700)

The amount of $750, reported as deferred outflows of resources related to pensions resulting from the State’s
contributions subsequent to the measurement date June 30, 2019, will be recognized as a reduction of the respective
net pension liability in the following fiscal year ended June 30, 2020. Other amounts reported as deferred outflows
of resources and deferred inflows of resources related to pensions will be recognized in pension expense as follows
(in thousands):
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Govemmental

Year ended June 30

2020 S (87)
2021 5 (1.018)
2022 $  (636)
2023 s (709)
2024 S (299)
Thereafter s (371)

E. Employer Reporting — Educational Retirement Board (ERB)

Contributions — As stated earlier in this note, the contribution requirements of ERB plan members and the State are
established in state statute. Contributions for the fiscal year ended June 30, 2020, from the State to the ERB were $1.2
million for governmental activities and $ 121.1 million from the twelve educational institutions reported as business-
type activities.

Pension Liabilities, Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions - The total ERB pension liability, net pension liability, and sensitivity information were based on
an annual actuarial valuation performed as of June 30, 2019. Therefore, the employer’s portion was established as of
the measurement date June 30, 2019. On June 30, 2020, the State reported a liability of $ 22.0 million for its
proportionate share of the net pension liability covering state employees in governmental activities, and $ 2.1 billion
for the collective proportionate share of the twelve educational institutions reported as business-type activities. At
June 30, 2019, the proportion was .29 percent for governmental activities and 27.87 percent for business-type
activities. The State’s proportion of the net pension liability is based on the employer contributing entity’s percentage
of total employer contributions for the fiscal year ended June 30, 2019. The contribution amounts were defined by
Section 22-11-21, NMSA 1978.

For the year ended June 30, 2020, the State recognized pension expenses of $8.6 million in governmental activities
and $652.3 million in business-type activities. At June 30, 2020, the State reported deferred outflows of resources
and deferred inflows of resources related to pensions from the following sources (in thousands):

Gover \ Busi type
Defarred Deferred
Deferred Outflows Inflows of Deferred Outflows Inflows of

ERB Fund of Resources Resources of Resources Rezsources
Differences between expected and actual experiences H - ] (377 5 - 5 (353346)
Changes of assumptions 3.101 - 207,551
Net difference between projected and actual earnings
on pension plan investments - (469) - (44.973)
Changes in proportion and differences between Stats
contributions and proportionate share of contributions 710 (303) 10,813 (71,036)
State contrib bsequent to date 1217 - 121,126

Totals S 5,027 5 (1,348) 5 429,490 $ (171.356)
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Contributions made subsequent to the measurement date will reduce the net pension liability for the next fiscal year.

Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be
recognized in pension expense as follows (in thousands):

Governmental Business-type
Year ended June 30 Year ended June 30

2020 5 2,507 2020 S 209,844
2021 § 64 2021 S (43.493)
2022 $ 47 2022 S (23478)
2023 $ (61) 2023 S (5.863)
2024 $ . 2024 5 .

Thereafter S - Thereafter s -

Net Pension Liabilities and Related Deferred Inflows/Outflows of Resources Reconciliation to Financial
Statements (in thousands)

Net Pension Net Pension Deferred Outflows Deferred Inflows
Govemnmental Activities Asset Liability Govemmental Activities of Resources of Resources
PERA - State Divisions S - § 3248141 PERA - State Divisions, Judicial & Magistrate § 488,531 $ (173.415)
PERA - Judicial - 113,675 PERA - Volunteer Firefighters 3,316 (5.70T)
PERA - Magistrate - 45634 ERB 3.027 (1.348)
PERA - Volunteer Firefighters 19.276 - Total Govemmental Activities 496,874 (180,470)
ERB - 22,005 Business-type Activitias
Total Govemmental Activities 19,276 3429455 PERA - State Divisions 9,935 (3,336)

ERB 429491 (171.356)

Business-tvpe Activities Rounding - -
PERA - State Divisions - 76,332 Total Business-type Activities 430,446 (174.892)
ERB - 2,111,752
Total Business-type Activities - 2188285 Component Units 59,315 (15.320)
Component Units - 172412

F. Discount Rates and Sensitivity Analysis

Discount Rate —

PERA - The discount rate used to measure the total pension liability was 7.25 percent for the State-Funded Divisions.
The discount rate for the Volunteer Firefighters fund was 7.25%. The projection of cash flows used to determine the
discount rate assumed that future contributions will be made in accordance with statutory rates. On this basis, the
pension plan’s fiduciary net position together with the expected future contributions are sufficient to provide all
projected future benefits payments of current plan members as determined in accordance with GASB 67. Therefore,
the 7.25 percent assumed long-term expected rate of return on pension plan investments was applied to all periods of
projected benefit payments to determine the total pension liability.

The discount rate used to measure the total pension liability of the Magistrate fund was 4.56 percent. The projection
of cash flows used to determine the discount rate assumed that future contributions will be made in accordance with
statutory rates. On this basis, the pension plan’s fiduciary net position together with the expected future contributions
are not sufficient to provide all projected future benefit payments of current plan members as determined in accordance
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with GASB Statement No. 67. Therefore, a 4.56% discount rate was applied to all periods of projected benefit
payments to determine the total pension liability. This rate is a blend of the expected rate of return on assets of 7.25%
and the 20 year tax-exempt municipal bond rate 4.56% as of the measurement date for both the Judicial and Magistrate
funds. The discount rate for the Judicial fund was 5.12%

Sensitivity of the State’s Proportionate Share of the Net Pension Liability to Changes in the Discount Rate - The
following table provides the sensitivity of the State’s Proportionate Share of the net pension liability to changes in the
discount rate. In particular, the tables present the State’s net pension liability as if it were calculated using a discount
rate one percentage point lower or one percentage point higher than the single discount rate.

Public Employees Retirement Association
Employer Reporting
Sensitivity of the Net Pension Liability to
Changes in the Discount Rate
(Expressed in Thousands)

Current
1% Discount 1%
Decrease Rate Increase
Net Pension Liability (6.25%) (7.25%) (8.25%)
State-Funded Divisions S 438477 33524673 2279073
Single-Employer Funds:
(4.12%) (5.12%) (6.12%)
Judicial S 137,185 113,675 93914
(6.25%) (723%) (8.25%)
Volunteer Firefighters S (13,083) (19.276) 24.415)
(3.56%) (4.56%) (5.56%)
Magistrate S 53,001 45,634 37,796

ERB - A single discount rate of 7.25% was used to measure the total ERB pension liability as of June 30, 2020. This
single discount rate was based on the expected rate of return on pension plan investments of 7.25%. Based on the
stated assumptions and the projection of cash flows, the Plan’s fiduciary net position and future contributions were
projected to be available to finance all projected future benefit payments of current pension plan members. Therefore
the long term expected rate of return on Plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.

The projection of cash flows used this single rate assuming that Plan contributions will be made at the current statutory
levels. Additionally, contributions received through NMERB’s Alternative Retirement Plan (ARP) are included in the
projection of cash flows. ARP contributions are assumed to remain at a level percentage of ERB plan payroll, where
the percentage of payroll is based on the most recent five-year contribution history.
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Sensitivity of the State’s Proportionate Share of the Net Pension Liability to Changes in the Discount Rate - The
following table provides the sensitivity of the State’s Proportionate Share of the net pension liability to changes in the
discount rate. In particular, the tables present the State’s net pension liability as if it were calculated using a discount
rate one percentage point lower or one percentage point higher than the single discount rate.

Educational Retirement Board
Employer Reporting
Sensitivity of the Net Pension Liability to
Changes in the Discount Rate
(Expressed in TTiousands)

Current
1% Discount 1%
Decrease Rate Increase

Net Pension Liability (6.23%) (7235%) (825%)
State Employees
(Governmental Activities) 5 29,705 5 22,005 5 15,636
Educational Institution
Employees
(Business-type Activities) s 2,850,703 $ 2,111,752 S 1.500.569
Total Primary Government- ERB S 2,880,400 S 2,133,757 s 1,516,205
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NOTE 13. Post-Employment Benefits Other Than Pensions
A. Plan Description

In addition to pension benefits as described in Note 12, the State provides other post-employment benefits (OPEB).
The following is in accordance with the provisions of GASB Statement No. 75, Accounting and Financial Reporting
for Postemployment Benefits Other Than Pensions.

The New Mexico Retiree Health Care Authority (RHCA) was formed February 13, 1990 under the New Mexico
Retiree Health Care Act (Act), Chapters 10-7C-1 to 10-7C-19, NMSA 1978, to administer the retiree health care fund
which was created to provide comprehensive group health insurance coverage for individuals (and their spouses,
dependents, and surviving spouses) who have retired or will retire from public service in New Mexico. The Retiree
Health Care Act established a cost-sharing multi-employer defined benefit postemployment health care plan (Plan)
that provides comprehensive core group health insurance for persons who have retired from certain public service in
New Mexico. The Retiree Health Care Act created a governing board composed of 11 members (a twelfth member
was added through an amendment). RHCA issues a separate, publicly available financial report that includes financial
statements and required supplementary information. That report may be obtained by writing to RHCA, 6300 Jefferson
Street NE, Suite 150, Albuquerque, NM 87109.

The legislation establishing RHCA specifically did not intend to create formal trust relationships among the
participating employees, retirees, employers and RHCA administering the Act. However, the substantive plan created
by the Act contains all requisite elements to be considered as the equivalent of a trust arrangement. These elements
include irrevocable contributions to the Plan, plan assets are dedicated to providing benefits to retirees and their
beneficiaries in accordance with the terms of the Plan, and plan assets are legally protected from creditors of employers
or the Plan administrator. Additionally, there is no provision for a participating government entity to withdraw
membership, and all risks and costs including benefit costs are shared and are not attributed individually to employers,
and a single contribution rate applies to employers. RHCA received a legal opinion that the manner of legal
organization of RHCA is substantially equivalent to a trust. As such, RHCA was required to apply GASB Statement
No. 74 (GASB 74) Financial Reporting for Post-Employment Benefit Plans Other Than Pension Plans which was
implemented by the State effective for fiscal year ending June 30, 2018. The Net Position of the RHCA is reported
as restricted per GASB Statement No. 46 and Chapter 10-7-C-14, NMSA 1978.

Eligible employers are institutions of higher education, school districts, or other entities participating in the public
school insurance authority, and state agencies, state courts, magistrate courts, municipalities, or counties, which are
affiliated under or covered by the Educational Retirement Act, or the Magistrate Retirement Act, or the Public
Employees Retirement Act.
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Plan Membership (Not in Thousands):

Current Retirees and Surviving Spouses 52,179
Inactive and Eligible for Deferred Benefit 10,216
Current Active Members 01,082
Total 154,177
Active Membership:
State General 17,097
State Police and Corrections 1,830
Mounicipal General 17,538
Municipal Police 3,159
Municipal Fire 1,966
ERB 49,492
Total 91.082
Total Number of Participating Emplovers 301

B. Single Employer Post-Employment Plans
Plan Description for UNM

Plan description: The University of New Mexico Retiree Welfare Benefit Trust (VEBA Trust) administers
the University of New Mexico Retiree Welfare Benefit Plan (VEBA Plan) — a single-employer defined
benefit plan that is used to provide postemployment benefits other than pensions (OPEB) for all eligible
employees of the University. The University is the fiduciary of the VEBA Trust, and the VEBA Trust’s
financial statements and required supplementary information are included in the University’s financial report.
Management of the VEBA Plan is vested in the VEBA Trust’s VEBA Committee, which consists of nine
members:

* UNM Controller or Designee

* UNM Vice President of Human Resources or Designee

* Two Faculty Appointees (appointed by the UNM President)

» Two Staff Appointees (appointed by the UNM President)

* Member of the Debt Investment Advisory Committee (ex-officio, appointed by the UNM President)

» Two UNM Presidential Appointees

Plan membership: In order for a retiree of the University to be eligible for OPEB other than basic life
insurance, the employee must have been hired prior to July 1, 2015 and contribute to the VEBA Trust for at
least five continuous years immediately prior to retirement. If hired prior to July 1, 2013 and retiring prior to
July 1, 2018, employees must continually contribute to the VEBA Trust. Employees were automatically
enrolled into the VEBA Trust upon its establishment unless they requested to opt out. Opportunities to opt
out will occur annually during the benefits open enrollment period. Employees hired on or after July 1, 2015
are not eligible for OPEB other than basic life insurance. Contributions to the VEBA Trust are not required
for the basic life insurance benefit since these benefits are not funded through the VEBA Trust.
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At the valuation date of January 1, 2019, the VEBA Plan membership consisted of the following:

Inactive plan members or beneficiaries currently receiving benefit payments 4,048, active plan members
7,133 and total plan members 11,181

Total active plan members include 2,535 members hired on or after July 1, 2015 who are not eligible to
receive postretirement health benefits but may be eligible to receive postretirement life insurance benefits.

Plan Description for New Mexico State University

Plan Description. New Mexico State University is a single employer that offers employees and their eligible
dependents retiree benefits. This is an unfunded OPEB plan operating on a pay as you go basis. The authority
to establish and amend the benefit provisions rests with the Board of Regents. Retirees, who have had 10
consecutive years of health insurance coverage with the University at the time of retirement, are offered the
opportunity to participate in a fully-insured PPO medical plan, including prescription drugs. Medicare retirees
(for retirees 65 years of age and over) are offered the opportunity to participate in a Medicare carve-out medical
plan, including prescription drugs. Eligible retired employees may select a Life Insurance benefit up to
$10,000. All premiums for life insurance are paid by the retiree. The University currently pays 60% of the
monthly medical and prescription premium for retirees and their eligible dependents until the retiree reaches
age 70, at which time the University reduces their contribution to 30%. As of June 30, 2020, 1,376 retirces
met the eligibility requirements for health insurance. Employees hired after June 30, 2016 are not offered this
benefit.

Plan Participation Percentage. The participation percentage is the assumed rate of future eligible retirees who
elect to continue health coverage at retirement. It is assumed that 85% of all pre Medicare employees and their
dependents who are eligible for early retirement will participate in the retiree medical plan. It is also assumed
that 80% of those enrolled in the pre Medicare plans will continue on the plan once Medicare eligible. Lastly,
it is assumed that 88% of all pre Medicare employees who are eligible for the retiree life insurance benefit
will participate, and 91% of those enrolled will continue on the plan once Medicare eligible. This assumes that
a one-time irrevocable election to participate is made at retirement. Employees covered by benefit terms - At
June 30, 2020, the following employees were covered by the benefit terms: Current retirees receiving benefits
— 1,802 and current active members — 2,052.

Plan Description for NM Institute of Mining and Technology

Plan Description: The Board of Regents authorized the creation of the New Mexico Tech Employee Benefit
Trust (Trust or Plan), a contributory benefit plan, to operate, control and maintain a program to provide certain
health and life insurance benefits to the employees of the Institute and their families. Retired employees may
participate in the Plan. The Plan is considered a postemployment benefit plan as defined by GASB 74, Financial
Reporting for Postemployment Benefit Other than Pension Plans which was implemented for June 30, 2020.
The Trust is recorded as a fiduciary fund in the accompanying financial statements and as a blended component
unit. The Board of Regents serves as trustee and has delegated the day-to-day operations of the Trust to the
executive staff of the Institute. The Trustees and Institutes management have designated a third-party
administrator to process the claims submitted by covered participants.

Effective January 1, 2019, the Institute is no longer using the Trust, a contributory benefit plan, to operate,

control and maintain a program to provide the health insurance benefits to the employees of the Institute and
their families. The Board of Regents made a resolution approving an agreement for participating with New
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Mexico Public School Insurance Authority (NMPSIA), for employee health benefits for its employees, retirees
and their families. The Trust will continue to operate, control and maintain the life insurance and flexible benefits
to the employees of the Institute and their families. The Trust issues standalone audited financial statements that
can be obtained by request or via the Office of the State Auditor’s website at www.saonm.org.

C. Funding and Benefit 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 Plan on the person’s behalf,
unless that person retires before the employer’s 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. Employees of RHCA are
allowed to participate in the Plan.

The New Mexico Retiree Health Care Act (Chapter 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 (not in thousands) 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 100.0 percent of the insurance premium to cover their claims and the
administrative expenses of the plan. The monthly premium rate schedule can be obtained from NMRHCA or viewed
on their website at www.nmrhca.state.nm.us.

Contributions - The New Mexico Retiree Health Care Act (Chapter 10-7C-15, NMSA 1978) is the statutory authority
that establishes the required contributions of participating employers and their employees. The contributions are set
by legislation and are not based on an actuarial calculation. The Legislature periodically reviews the contribution rates
pursuant to Chapter 10-7C-15, NMSA 1978.

For the fiscal year ended June 30, 2020, for regular state employees, the statute required each participating employer
to contribute 2.0 percent of each participating employee’s annual salary; each participating employee was required to
contribute 1.0 percent of their salary.

For employees who were members of an enhanced retirement plan (state police, adult correctional officers, firefighters
and judges) during the fiscal year ended June 30, 2020, the statute required each participating employer to contribute
2.5 percent of each participating employee’s annual salary, and each participating employee was required to contribute
1.25 percent of their salary.

Current retirees are required to make monthly contributions for individual basic medical coverage. Retiree premium
contribution increases are no longer limited by the Act, which the RHCA health care trend’s will be the basis for any
rate increases for the New Mexico basic plan of benefits. The Board may designate other plans as “optional
coverages.” Optional and/or voluntary coverages are not subject to the 9.0 percent cap, which expired in fiscal year
2008 per Chapter 10-7C-13, NMSA 1978.
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Contributions from participating employers and participating employees become the property of the Retiree Health
Care Fund and are not refundable under any circumstances, including termination of employment or termination of
the participating employer’s operations or participation in the Plan. The employer, employee and retiree contributions
are required to be remitted to NMRHCA on a monthly basis.

D. Funding and Benefit Policies for Single Employer Plans
UNM

Benefits provided: The VEBA Plan provides health, dental, and life insurance coverage to eligible retirees and their
covered dependents. Eligible retirees of the University receive healthcare coverage through a self-insured medical
plan, including prescription drugs, available through UNM Health, Presbyterian Health Plan, BCBS of New Mexico,
and Express Scripts. Eligible Medicare retirees (for retirees 65 years of age and over) receive healthcare coverage
through one of six fully insured medical/prescription plans: Blue Cross Blue Shield HMO I (Enhanced), Blue Cross
Blue Shield HMO II (Standard), Blue Cross Blue Shield PPO, Presbyterian PPO UNM Select, Presbyterian PPO UNM
Premier, and UHC AARP Indemnity. Eligible retirees are also offered one of two dental insurance benefit options:
Premier High Option and PPO Low Option. Basic life insurance benefits are available to retirees of the University
without the requirement to opt in to the VEBA Trust. The authority to establish and amend the benefit provisions rests
with the Board of Regents.

Contributions: The contribution requirements of VEBA Plan members and the University are established and may be
amended by the Board of Regents. Retiree contributions for medical and dental insurance are required for both retiree
and dependent coverage. Retirees are required to pay the full premiums less a subsidy provided by the University.
Retirees 65 years of age and over are required to contribute a percentage of the premiums based on their number of
VEBA service credit years. Retirees under the age of 65 are required to contribute a percentage of the premiums based
on their number of VEBA service credit years and their preretirement annual salary. Benefits-eligible employees,
who do not opt-out of the VEBA Trust, contribute 0.75% of their salary to the VEBA Trust in order to ensure that the
health benefits continue into retirement. The University matches the 0.75% contribution made by the employee.

NMSU

Funding Policy: The University does not use a trust fund to administer the financing and payment of benefits. The
retired employees that elect to participate in post-employment benefits are required to make contributions in the form
of monthly premiums based on current rates established under the medical and life plans. The University funds the
plan on a pay-as-you-go basis. The pay-as-you-go expense is the net expected cost of providing retiree benefits, and
includes all expected claims and related expenses and is offset by retiree contributions. The pay-as-you-go expenses
for fiscal year 2020 were $5.8 million, net of retiree contributions.

NMIMT

Benefits Provided — Retirees are offered $10,000 of retiree basic life insurance. In addition, the Trust is used to pay
premiums for life insurance coverage on eligible participants and to administer the Flexible Benefits Plan (the Flex
Plan). The Flex Plan, which is fully funded by employees, provides reimbursement of certain employee health and
dependent care expenses. The Trust also holds Employee Assistance Plan (EAP) and Commuter Benefits Holding
funds.
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Contributions — The Trust is funded by contributions from both the Institute and employees of the Institute. Flex Plan
contributions consist of employee-only contributions and are based on amounts elected by the employees up to
specified limits, and are withheld from employee pay. All other contributions, including employee and employer
contributions, are based on amounts determined by the Trust Committee as necessary to cover the expenses of the
Trust. Contributions are funded on a monthly basis.

E. Funded Status

Investments and Fair Value Measurements: The assets or liabilities fair value measurement level within the fair value
hierarchy is based on the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets and liabilities measured at fair value. There
have been no changes in the methodologies used as of June 30, 2020,

The RHCA invested in a number of investment pools offered by New Mexico State Investment Council (NMSIC).
Each pool consists of units of participation of unlimited quantity. The pools are held in NMSIC’s name. No unit in
the pool has priority or preference over any other unit and represents an equal beneficial interest in the pool. The
valuation of the RHCA’s units in the investment pool is provided by the NMSIC on a monthly basis and represents
the fair market value as of that date. Therefore, RHCA has determined that all the investments are measured at Net
Asset Value as a practical expedient (NAV practical expedient).

The table below summarizes the investments valued at NAV practical expedient and other pertinent liquidity
information:

Fair
Investments Measured at Value Redemption Redemption

NAV Practical Expendient June 30, 2020 Frequency Notice Period
U.S. Large Cap Index Pool $ 112,487 Daily 5 business days
Non U.S. Emerging Markets Index Pool 73.372 Daily 5 business days
Non U.S. Developed Markets Index Pool 99.502 Daily 5 business days
Private Equity Pool 90,356 Twice per year 9 months
Credit and Structured Finance Pool 112,681 4 times per vear 3 months
Real Estate Pool 78.117 Twice per year 6 months
SmallMid Cap Active Pool 13,455 Daily 5 busmess days
Real Asset Pool 33.459 Twice per vear 6 months
Core Bond Pool 174,843 Daily 5 business days

$ 788.273

There are requirements for frequency and timing of actuarial valuations, as well as actuarial methods and
assumptions that are acceptable for financial reporting. The Authority obtains actuarial valuations at least
biannually and a single actuarial valuation covers all plan members.
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RHCA Asset Allocations — RHCA’s investment allocation policy is periodically reviewed and amended by the Board
of Trustees, as needed. Plan assets are managed on a total return basis with a long-term objective of achieving and
maintaining a fully funded status for the benefits provided through the pension plan.

Further detail of the individual Investment Pools and their management can be obtained from a publicly available
financial report that includes financial statements and required supplementary information for the post-employment
healthcare plan at RHCA website https://www.nmrhca.state.nm.us.

The actuarial methods and assumptions for the Plan at June 30, 2020, were as follows:

Valuation Date June 30, 2012

Actuarial cost method Entry age normal, level of percent of pay,
calculated on individual emplovee basis

Aszset valuation method Market value of assets

Actuanal Assumptions:

Inflation 2.50% for ERB: 2.50% for PERA
Projected payroll increases: 3.25% to 13.50% based on vears of service, including inflation
Investment rate of retumn 7.25%, net of OPEB plan investment expense

and margin for adverse deviation including inflation
Health cate cost trend rate: 8% graded down to 4.3% over 14 years for Non-

Medicare medical plan costs and 7.5% graded down

to 4.3% owver 12 years for Medicare medical plan costs

Schedule of Annual Money-Weighted Rate of Return

Annual Money-
Year Ended Weighted Rate
June 30, Of Return
2020 1.43%
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The long-term expected rate of return on OPEB plan investments was determined using a building-block method in
which the expected future real rates of return (net of investment fees and inflation) are developed for each major asset
class. These returns are combined to produce the long-term expected rate of return by weighting the expected future
real rates of return by the target asset allocation percentage, adding expected inflation and subtracting expected
investment expenses and a risk margin. The target allocation and projected arithmetic real rates of return for each
major asset class, after deducting inflation, but before investment expenses, used in the derivation of the long-term
expected investment rate of return assumptions. The following schedule summarizes the current investment allocation
policy as of June 30, 2020:

Target
Asset Class Allocations

U.S. core fixed income 20%
U.S. equity - large cap 20%
Non U S. - emerging markets 15%
Non U.S. - developed equities 12%
Credit and structured finance 10%
Private equity 10%
Real estate 5%
Absolute return 5%
U.S. equity - small/mid cap 3%
100%

Inputs to the valuation methodology are unobservable and significant to the fair value measurement.
The best estimates for the long-term expected rate of return is summarized as follows:

Long-Term
Asset Class Rate of Return
U.S. core fixed income 2.1%
U.S. equity - large cap 7.1%
Non U.S. - emerging markets 102%
Non U.S. - developed equities 7.8%
Private equity 11.8%
Credit and structured finance 5.3%
Real estate 4.9%
Absolute return 4.1%
U.S. equity - small/'mid cap 7.1%
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F. Net OPEB Liability

Net OPEB liability - The net OPEB liability and the plan’s actuarial valuation were calculated by the Authority’s
independent actuary as of June 30, 2019. The plan’s valuation and measurement of the total OPEB liability and related
net OPEB liability were performed in accordance with GASB 74 requirements at the request of the Authority.

The discount rate used to measure the total OPEB liability is 2.86% as of June 30, 2019. The projection of cash flows
used to determine the discount rate assumed that employer contributions will be made at rates proportional to the
actuary determined contribution rates.

For this purpose, employer contributions that are intended to fund benefits of current plan members and their
beneficiaries are included. Projected employer contributions that are intended to fund the service costs for future plan
members are not included. Based on those assumptions, the OPEB plan’s fiduciary net position was projected to be
available to make all projected future benefit payments for current plan members through the fiscal year ending June
30, 2041. Thus, the 7.25% assumed investment return on Plan assets, which includes the assumed inflation rate of
2.50%, was used to calculate the net OPEB liability through 2040. Beyond 2041, the index rate for 20-year, tax
exempt general obligation municipal bonds with an average rating of AA/Aa or higher. Thus 2.86% is the blended
discount rate.

The following presents the net OPEB liability, calculated using the discount rate of 2.86%, as well as what the Fund’s
net OPEB liability would be if it were calculated using a discount rate that is 1-percent lower or 1-percent higher than
the current rate (in thousands):

1% Decrease Current Discount Rate 1% Increase
(1.86%) (2.86%) (3.86%)
kS 5,219,259 3 4,198,908 3 3,410,281

The following presents the net OPEB liability calculated using the current healthcare cost trend rates as well as what
Fund’s net OPEB liability would be if it were calculated using a trend rate that is 1-percentage-point lower or 1-
percentage-point higher than the current rate (in thousands):

1% Decrease Current Trend 19 Increase

5 3,446,518 5 4,198,908 5 4,769,615

The total OPEB liability, net OPEB liability, and certain sensitivity information presented are based on an actuarial
valuation performed as of June 30, 2019. The total OPEB liability was rolled forward from the valuation date to the
plan year ending June 30, 2020. The component of net OPEB liability as of June 30, 2020, is as follows:

June 30, 2020
Total OPEB Liability S 5,028,580
Plan's Fiduciary Net Position 829,672
Net OPEB Liability S 4,198,508
Plan fiduciary net position as a percentage
of the total OPEB liability 16.5%
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G. Employer Reporting Net OPEB Liability - RHCA

Contributions — As stated carlier in this note, the contribution requirements of RHCA plan members and the State are
established in state statute. Statutorily required contributions for the fiscal year ended June 30, 2020, from the State
to the RHCA were $ 22.6 million for governmental activities and $ 2.8 million for business-type activities.

OPEB Liabilities, OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related
fo OPEB - The total RHCA OPEB liability, net OPEB liability, and sensitivity information were based on an annual
actuarial valuation performed as of June 30, 2019. Therefore, the employer’s portion was established as of the
measurement date June 30, 2019. At June 30, 2020, the State reported a liability of $774.2 million for its proportionate
share of the net OPEB liability covering state employees in governmental activities, and $99.8 million for its
proportionate share of the net OPEB liability covering state employees business-type activities. At June 30, 2019, the
proportion was 23.88 percent for governmental activities and 3.08 percent for business-type activities. The State’s
proportion of the net OPEB liability is based on the employer contributing entity’s percentage of total employer
contributions for the fiscal year ended June 30, 2019.

For the year ended June 30, 2020, the State recognized a reduction to OPEB expense of $82.1 million in governmental
activities and a reduction to OPEB expense of $9.5 million in business-type activities.

At June 30, 2020, the State reported deferred outflows of resources and deferred inflows of resources related to OPEB
from the following sources (in thousands):

Governmental Business-fype
Deferred Deferred
Deferred Outflows Inflows of Deferred Outflows of Inflows of
RHCA of Resources Resources Resources Resources
Differences between expected and actual experiences $ - $ (194850) $ - 5 (2513)
Changes of assumptions - (249.903) - (32.233)
Net difference between projected and actual earnings
on pension plan investments - (7.199) - (929)
Changes in proportion and differences between State
contributions and proportionate share of contributions 4661 - 1438 (3217)
State contributions subsequent to measurement date 22630 - 2886
Totaks § 27311 § (451993 § 434 5 (66514)
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Contributions made subsequent to the measurement date will reduce the net OPEB liability for the next fiscal year.
Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be
recognized in OPEB expense as follows (in thousands):

Governmental Business-type
Year ended June 30: Year ended June 30:
2020 $ (121,368) 2020 $ (17.298)
2021 $ (121.368) 2021 $ (17.298)
2022 $ (105,843) 2022 $ (15,295)
2023 $ (64.368) 2023 $ (9.872)
2024 $ (34.344) 2024 $ (5.313)
Thereafter $ - Thereafter $ -

Sensitivity of the net OPEB liability to changes in the discount rate and healthcare cost trend rates. The following
presents the net State’s Proportionate Share of the OPEB liability of the State, as well as what the State’s net OPEB
liability would be if it were calculated using a discount rate that is l-percentage-point lower (3.16 percent) or 1-
percentage-point higher (5.16 percent) than the current discount rate:

Current
1% Discount 1%
Decrease Rate Increase
Net OPEB Liability (3.16%) (4.16%) (5.16%)
Governmental Activities 5 047,142 5 774289 5 638,410
Business-tvpe Activities 5 122171 s 00875 s 82,348
Total Primary Government- RHCA 5 1,069,313 5 874,164 5 720,758

The following presents the net OPEB liability of the State, as well as what the State’s net OPEB liability would be if
it were calculated using healthcare cost trend rates that are 1-percentage-point lower or 1-percentage-point higher than
the current healthcare cost trend rates:

1% Current 1%
Net OPEB Liability Decrease Rate Increase
Governmental Activities $ 644,646 5 774,289 5 878,087
Business-type Activities $ 83,152 s 99875 5 113,263
Total Primary Government- RHCA 5 727,798 5 874,164 5 021,350
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H. Single Employer Plans - OPEB Liabilities, OPEB Expense and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to OPEB

UNM

The University’s net OPEB liability was measured as of July 1, 2019, and the total OPEB liability used to
calculate the net OPEB liability was determined by an actuarial valuation as of January 1, 2019, but adjusted for
a change in the discount rate. The components of the net OPEB liability of the University at June 30, 2020 was

as follows:
2020
In thousands

Total OPEB Liability 3 134,052
Plan fiduciarv net position $ 37,341
University's net OPEB lability $ 96.711
Plan fiduciary net pension as a

percentage of the total OPEB liability 27.86%

Actuarial assumptions: The total OPEB liability was determined by an actuarial valuation as of January 1, 2019,
using the following actuarial assumptions, applied to all periods included in the measurement, unless otherwise

specified:
Salary increases 2.0%
Investment rate of return 8.0%, net of OPEB plan investment expense, including inflation
Healthcare cost trend rates Pre-Medicare: 5.5% initially, reduced by decrements to a rate of 5.0% after nine vears
Post-Medicare: 5.4% mitially, reduced by decrements to a rate of 5.0% after nine years
Dental: 4.0%

Mortality rates were based on the PUB-2010 "General" classification headcount-weighted mortality table with
fully generational mortality improvement projections from the central year using Scale MP-2018.

Discount rate: The discount rate used to measure the total OPEB liability was 6.69%, which is a blended rate of
the University’s 8.0% long-term rate of return on assets and the interest rate reported under the 20-Year
Municipal Bond Index, which was 3.5% on the last Friday prior to the measurement date of June 30, 2019. A
blended discount rate was calculated based on separating the projected future payments between those paid from
the VEBA Trust and those paid from general assets. The VEBA Trust assets were projected using the expected
employer and employee payroll contributions and the expected long-term rate of return. Payments from the
VEBA Trust were assumed to begin when the projected asset amount is fully-funded and all future projected
benefit payments will be paid from the VEBA Trust.
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Sensitivity of the net OPEB liability to changes in the discount rate:

The following presents the University’s net OPEB liability at June 30, 2020, which was measured using the
discount rate of 6.69%, as well as what the net OPEB liability would have been if it were calculated using a
discount rate that was one percentage point lower (5.69%) or one percentage point higher (7.69%) than the
current discount rate.

Year Ended June 30, 2020 (in thousands)

1% Decrease Current Discount 1% Increase
(5.69%) Rate (6.69%) (7.69%)
Net OPEB liability 115,109 96,711 81416

Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates:

The following presents the University’s net OPEB liability at June 30, 2020, which was measured using the
current healthcare cost trend rates (Pre-Medicare: 5.5% decreasing to 5%, Post-Medicare: 5.4% decreasing to
5%, Dental: 4%), as well as what the net OPEB liability would have been if it were calculated using healthcare
cost trend rates that were one percentage point lower (Pre-Medicare: 4.5% decreasing to 4%, Post-Medicare:
4.4% decreasing to 4%, Dental: 3%) or one percentage point higher (Pre-Medicare: 6.5% decreasing to 6%,
Post-Medicare: 6.4% decreasing to 6%, Dental: 5%) than the current healthcare cost trend rates.

Changes in Net OPEB Liability

Year Ended June 30, 2020 (in thousands)
1% Decrease Current Discount 1% Increase
(Pre-Medicare: 4.5% (Pre-Medicare: 5.5% (Pre-Medicare: 6.5%
decreasing to 4%, Post-decreasing fo 5%, Post-lecreasing to 6%, Post-

Medicare: 4.4% Medicare: 5.4% Medicare: 6.4%
decreasing to 4%, decreasing to 5%, decreasing to 6%,
Dental: 3%) Dental: 4%) Dental: 5%)
Net OPEB liability 80.995 96.711 115,733
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OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to OPEB

For the year ended June 30, 2020, the University recognized OPEB expense of $1.5 million. At June 30, 2020
the University reported deferred outflows of resources and deferred inflows of resources related to OPEB from
the following sources:

Year Ended June 30, 2020 (in thousands)
Deferred Outflows of Deferred Inflows of

Resources Resources

Differences between expected and actual
experience $ 31,637
Changes of assumptions $ 6340 $ 8.566
Net difference between projected and actual
earnings on OPEB plan investments 415 0
Net difference between projected and actual
earnings on OPEB plan investments 7,459 -

Total S 14,214 S 40,203

The $7.4 million reported as deferred outflows of resources related to OPEB resulting from University
contributions subsequent to the measurement date of July 1, 2019 will be recognized as a reduction of the net
OPEB liability in the year ending June 30, 2021. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to OPEB will be recognized in OPEB expense as follows (in thousands):

Year ending June 30:

2021 (7461)
2022 (7461)
2023 (7.451)
2024 (7.197)
2025 (3,878)
Thereafter 0

Total § (33.448)
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NMSU

The University’s annual other postemployment benefit (OPEB) Service/Interest cost (expense) is the portion of
the Actuarial Present Value of plan benefits and expenses for active employees which is allocated to a valuation
year by the Actuarial Cost Method. The following table shows the components of the University’s annual OPEB
cost for the year, the amount actually contributed to the plan, and changes in the University’s net OPEB
obligation related for fiscal year 2020:

Increases (Decreases) in thousands

Total OPEB Plan Fiduciary Net OPEB
Liability (a) Net Position (b) Liability (a)-(b)
Total OPEB Liability - Start of Year (July 1, 2019) $ 145,672 $ 145,672
Changes for the vear
Service cost 5,787 - 5.787
Interest cost 5.208 - 5.208
Differences between expected and actual experience (13,724)
Changes in assumptions or other inputs 28.160 - 28.160
Benefit payments (5.274) - (5.274)
Net change in total OPEB hability 20,157 - 20,157
Net OPEB Liability - End of Year (June 30.2020) $ 165829 § - $ 165,829

Actuarial Methods and Assumptions. Projections of benefits for financial reporting purposes are based on the
substantive plan (the plan as understood by the employer and the plan members) and include the types of benefits
provided at the time of each valuation and the historical pattern of sharing of benefit costs between the employer
and plan members to that point. The Entry Age Normal Actuarial Cost Method was used based on level
percentage of projected salary. The OPEB liability is based on an actuarial valuation performed as of June 30,
2020, conducted in accordance with generally accepted actuarial principles.
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The actuarial methods and assumptions used to determine the total OPEB liability included in the
measurement are as follows:

Valation Date June 30,2019
Measurement Date June 30, 2020
Discount Rate 3.50% per annum (BOY)

2.21% per annum (EOY)
Source: Bond Buver 20-Bond GO Index

Salary Increase Rate 2.5% per annum
Inflation Rate 3.0% per annum
Medicare Eligibility All current and future retirees are assumed to be

eligible for Medicare at age 65

Health Care Cost Trend Rate  The actuarial valuation assumes an annual health
care cost trend on a select and ultimate basis.
Medical and prescription benefits on a select basis
at 6.0% for retirees 65 vears of age and under and
5.0% for retirees over 65 vears of age and on an
ultimate basis at 4.5%. The select trend rates are
reduced .5% each vear until reaching the ultimate
trend.

Per Capita Health Claim Cost  Expected pre Medicare retiree claim costs were
developed using 24 months of historical claim
experience through March 2020. The annual age
60 claim costs for retirees and their spouses is
$7.418. The age 70 costs for retirees is $3,334.

Mortality Rate PUB-2010 mortality table with generational scale
MP-2019.

Discount Rate. A single discount rate of 2.21% was used to measure the total OPEB liability as of June 30,
2020.

Other Information. The discount rate was updated from the prior valuation. The mortality assumption was
updated from RP-2014 mortality table with generational scale MP-2018 to PUB-2010 mortality table with
generational scale MP-2019 to reflect the Society of Actuaries' recent mortality study. Experience/Assumptions
gains and losses are amortized over a closed period of 3.8 years starting on July 1, 2019, equal to the average
remaining service of active and inactive plan members (who have no future service). The Plan participation rates
were updated to reflect the participation trend. Currently, the plans are considered to be unfunded as there are
no assets and retiree benefits are expected to be paid annually on a cash basis.

Health Care Trend Sensitivity Analysis. The following schedules measure the Net OPEB Liability if the health
care cost trend rate used was 1% higher than the assumed health care cost trend rate and 1% lower than the
assumed health care cost trend rate for June 30, 2020.

Year Ended June 30, 2020 (in thousands)
1% Decrease  Current Trend 1% Increase
New Mexico State University's net OPEB liability $ 142312 § 165830 $ 196,150
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Discount Rate Sensitivity Analysis. The following tables show the sensitivity of the OPEB liability to changes
in the discount rate as of fiscal year end 2020. In particular, the table presents the University’s OPEB liability
under the current single rate assumption, as if it were calculated using a discount rate one percentage point lower,
(1.21%) or one percentage point higher, (3.21%) than the single discount rate for June 30, 2020.

Year Ended June 30, 2020 (in thousands)
1% Decrease Current Discount 1% Increase
(1.21%) Rate (2.21%)  (3.21%)
New Mexico State University's net OPEB hability $ 195315 § 165830 § 142,680

For the year ended June 30, 2020, the University recognized an OPEB expense of $15.1 million. At June 30,
2020, the University reported deferred outflows of resources and deferred inflows of resources related to OPEB
from the following sources:

(in thousands)

2020
Deferred Outflows Deferred Inflows
of Resources of Resources
Differences between expected and actual experience b 10.094
Changes of assumptions $ 25118 ¢ 2283
Total $ 25118 § 12377

Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be
recognized in OPEB expense as follows:

Year Ending June 30, (in thousands)
2021 4,158
2022 4,158
2023 4114
2024 310

12,740
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The Institute’s net OPEB liability was measured as of July 1, 2019, and the total OPEB liability used to calculate
the net OPEB liability was determined by an actuarial valuation as of January 1, 2020.

The components of the Institute’s net OPEB liability at June 30, were as follows:

{Amounts in thousands)

Components of the Institute’s net OPEB liability June 30, 2020
Total OPEB Liability 32,131
Plan Fiduciary Net Position 4243
The Institute’s net OPEB hability 27.888
Plan fiduciarv net position as a percentage of total OPEB liability 13%

Actuarial Methods and Assumptions. Projections of benefits for financial reporting purposes are based on the
substantive plan (the plan as understood by the employer and the plan members) and include the types of benefits
provided at the time of each valuation and the historical pattern of sharing of benefit costs between the employer
and plan members to that point.

The total OPEB liability was determined by an actuarial valuation as of January 1, 2019, using the following
actuarial assumptions, applied to all prior periods included in the measurement, unless otherwise specified:

Salary increases 3.0%
Investment rate of return 6.0%
Healthcare cost trend rates Medical Pre-Medicare: 5.75% mitially, reduced by decrements to a

rate of 5.0% after seven vears

Medical Post-Medicare: 5% consistent for next seven years
Pharmacy: 7% initially, reduced by decrement to a rate of 5%
after eight years

Dental and Vision: 3.0%

Mortality rates were based on the PUB-2010 "General" classification headcount-weighted mortality table with
fully generational mortality improvement projections from the central year using Scale MP-2019.

Discount Rate. The discount rate used to measure the total OPEB liability was 4.12%, which is a blended rate
of the Institute’s 6.0% long-term rate of return on assets and the interest rate reported under the 20-Year
Municipal Bond Index, which was 3.5% on the last Friday prior to the measurement date of June 30, 2019. A
blended discount rate was calculated based on separating the projected future payments between those paid from
the Trust and those paid from general assets. The Trust assets were projected using the expected long-term rate
of return. Payments from the Trust were assumed to begin when the projected assets value is fully-funded and
all future projected benefit payments will be paid from the Trust.
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Sensitivity of the Net OPEB Liability to Changes in the Discount Rate. The following presents the Institute’s
net OPEB liability at June 30, 2020, which was measured using the discount rate of 4.12% percent, as well as
what the net OPEB liability would be if it were calculated using a discount rate that is 1-percentage-point lower
(3.12 percent) or 1-percentage-point higher (5.12 percent) than the current rate:

Year Ended June 30, 2020 (in thousands)

1% Decrease Current Discount 1% Increase
(3.12%) Rate (4.12%) (5.12%)
Net OPEB lability $ 33856 $ 27888 % 23.068

Sensitivity of the Net OPEB Liability to Changes in the Healthcare Cost Trend Rates. The following presents the
Institute’s net OPEB liability at June 30, 2020, which was measured using the current healthcare cost trend rate of
(Pre-Medicare: 5.75% decreasing to 5%, Post-Medicare: 5%, Pharmacy: 7% decreasing to 5%, and Dental and
Vision: 3%), as well as what the net OPEB liability would be if it were calculated using healthcare cost trend rates
that are l-percentage-point lower (Pre-Medicare: 4.75% decreasing to 4%, Post-Medicare: 4%, Pharmacy: 6%
decreasing to 4%, and Dental and Vision: 2%) or 1- percentage-point higher (Pre-Medicare: 6.75% decreasing to
6%, Post-Medicare: 6%, Pharmacy: 8% decreasing to 6%, and Dental and Vision: 4%) than the current rate:

Year Ended June 30, 2020 (in thousands)
1% Decrease Current Discount 1% Increase
(Pre-Medicare: 4.75%  (Pre-Maedicare: 5.75% Pre-Medicare: 6.75%
decreasing to 4%, Post- decreasing to 5%, Post-ecreasing to 6%, Post-

Medicare: 4% Medicare: 5% Medicare: 6%
Pharmacy: 6% Pharmacy: 7% Pharmacy: 8%
decreasing to 4%, decreasing to 5%, decreasing to 6%,

Dental & Vision: 2%) Dental & Vision: 3%) Dental & Vision: 4%)

Net OPEB Hability $ 22649 § 27888 § 34.567

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to OPEB.
For the year ended June 30, 2020, the Institute recognized OPEB expenses of $4.6 million. At June 30, 2020,
the Institute reported deferred outflows of resources and deferred inflows of resources related to OPEB from the
following sources:
Amounts in thousands
2020
Deferred Outflow Deferred Inflows
of Resources  of Resources
Difference between actual and expected
experience b - 5 5,199
Net difference between projected and actual
earnings on OPEB plan investment 109 -
Changes of assumptions - 1,607
Institute contribution subsequent to the
measurement date 3.952 -
Total $ 4061 3 6,806
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The $3.9 million reported as deferred outflows of resources related to OPEB resulting from Institute contributions
subsequent to the measurement date of July 1, 2019 will be recognized as a reduction of the net OPEB liability in
the year ending June 30, 2021. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to OPEB will be recognized in OPEB expense as follows (in Thousands):

Year ending June 30:

2021 (957)
2022 (957)

2023 (953)

2024 (965)

2025 (986)
Thereafter (1.879)
Total § (6.697)
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NOTE 14. Deferred Compensation Plan

The State of New Mexico offers state, local government, and school district employees a deferred compensation plan
(Deferred Plan) under Chapters 10-7A-1 to 10-7A-12, NMSA 1978, the “Deferred Compensation Act,” in accordance
with Internal Revenue Code Section 457. The Deferred Plan permits employees to defer a portion of their income until
future years. Deferred compensation is not available until termination, retirement, death, or unforeseeable emergency.

PERA is the trustee of the Deferred Plan; however, the Deferred Plan uses a third party administrator, acting under
contract with PERA. All costs of administration and funding arc borne by the Deferred Plan participants. The
Administrator has authority to control and manage the operation of the Deferred Plan. The Administrator is delegated
any and all powers as may be necessary or advisable to discharge its duties under the Deferred Plan, and has certain
discretionary authority to decide all matters under the Deferred Plan. As Deferred Plan trustee, PERA’s primary
responsibility is to select investment options that are safe and provide a reasonable rate of return and to ensure that all
investments, amounts, property, and rights under the executed Deferred Plan-Trust are held for the exclusive benefit
of Deferred Plan participants and their beneficiaries, as defined in the Deferred Plan. The assets of the Deferred Plan
are not assets of the State, but are held in trust for the exclusive benefit of Deferred Plan participants and their
beneficiaries. The State has no liability for losses under the Deferred Plan but does have the duty of due care that
would be required of a fiduciary agent.

The Deferred Plan issues a publicly available stand-alone financial report which can be obtained by writing to the
Public Employees Retirement Association of New Mexico, 33 Plaza la Prensa, Santa Fe, NM 87507. This report is
also available online at: http://www.nmpera.org/deferred-compensation.

NOTE 15. Arbitrage on Tax-Exempt Bonds

Arbitrage is the excess interest earned by a state or local government on proceeds from the sale of its bonds over
interest paid to bondholders. The Tax Reform Act of 1986 TRA required rebate of such arbitrage to the U.S. Treasury
Department on governmental bonds issued after August 31, 1986, and on private activity bonds issued after December
31, 1984, when the proceeds were held for six months or longer. These rebates must be calculated annually and paid
at the end of every fifth year until the bonds are retired.

The Revenue Reconciliation Act of 1989 amended the six-month rule. For bonds issued after December 19, 1989, the
rebate requirement does not apply if, both, all of the gross proceeds of the issue, other than the reserve fund, are spent
within the six-month period following the date of issue, and the rebate requirement is satisfied for the reserve fund
after the six-month period. The term gross proceeds for purposes of the rule includes both the sale proceeds received
from the bonds purchaser on the issue date and investment earnings on such proceeds during the six month period.
Gross proceeds deposited in a reserve fund or bona fide debt service fund, however, are not subject to the expenditure
requirement.

The Office of the State Treasurer compiles this information and files all required reports in compliance with
regulations issued by the United States Internal Revenue Service.
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NOTES TO THE FINANCIAL STATEMENTS — NOTE 17 and NOTE 18

NOTE 17. State General Fund Investment Pool

The Financial Control Division (FCD), within the Department of Finance and Administration (DFA), in collaboration
with the New Mexico State Treasurer’s Office (STO), implemented a comprehensive reconciliation model that
compared aggregated agency claims on the State General Fund Investment Pool (SGFIP) to the associated resources
held by STO. This process has been in place for nearly five years and applied across four fiscal years with stable
results. There have been many reviews of the process and each review has deemed it to be adequate and in compliance
with established procedures. For fiscal year 2020, the following assertions are provided:

1) Resources held in the pool are equivalent to the corresponding business unit claims on those resources.
2) All claims, as recorded in SHARE, shall be honored at face value.

For cash management and investment purposes, funds of various state agencies are deposited in the SGFIP, which is
managed by STO. The SGFIP is reported as a fiduciary fund in the financial statements of STO. Claims on the SGFIP
are reported as assets by the various agencies investing in the SGFIP. By statute, the DFA is responsible for
reconciling the SGFIP balances. As of June 30, 2020, the Component Appropriations Funds report an aggregate
investment of $437.2 million in the SGFIP.

NOTE 18. Tax Abatements:

In fiscal year 2017, the State adopted Statement No. 77 of the Government Accounting Standards Board, entitled, Tax
Abatement Disclosures. Statement No. 77 requires the governments that enfer into tax abatement agreements to
disclose the following information about the agreements:

. Brief descriptive information, such as the tax being abated, the authority under which tax abatements are
provided, eligibility criteria, the mechanism by which taxes are abated, provisions for recapturing abated taxes, and
the types of commitments made by tax abatement recipients.

. The gross dollar amount of taxes abated during the period.
. Commitments made by a government, other than to abate taxes, as part of a tax abatement agreement.

Governments should also recognize those disclosures by major tax abatement programs and may disclose information
for individual tax abatement agreements within those programs.

Tax abatement agreements of other governments should be organized by the government that entered into the tax
abatement agreement and the specific tax being abated. Governments may disclose information for individual tax
abatement agreements of other governments within the specific tax being abated. For those tax abatement agreements,
a reporting government should disclose:

. The names of the governments that entered into the agreements.
. The specific taxes being abated.
. The gross dollar amount of taxes abated during the period.

196



STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS - NOTE 18 (CONTINUED)

The State has provided the following disclosure of tax abatements affecting the State of New Mexico. Tax receipts
processed by the Department of Taxation and Revenue are recognized as revenue in various departments of the State.
Abatements affecting local governments are disclosed in the financial statements of each local governmental entity,
and can be obtained from the accounting department of each local government.

The State provides for a film production tax credit, which requires a film production company to be eligible to submit
to the State, information required to demonstrate conformity with the requirements of the Film Production Tax Credit
Act, including detailed information on each direct production expenditure and each postproduction expenditure. A
film production company shall make reasonable efforts, as determined by the division, to contract with a specialized
vendor that provides goods and services, inventory or services directly related to that vendor's ordinary course of
business. A film production company shall provide to the Department a projection of the film production tax credit
claim the film production company plans to submit in the fiscal year.

During fiscal year 2020, the Department estimates the State’s revenues were reduced by approximately $55.6 million
as a result of these tax credits authorized under Section 7-2F-6 NMSA 1978. Included were approved unpaid film
credits prior to July 1, 2019; legislation enacted authorized $28.7 million to pay these credits.

In addition, as allowed by state statute, the various local governments in the State participate in various Industrial
Revenue Bond Programs/Industrial Development Projects (IRBs/IDPs) which result in reduced revenues for all
participating governments. Various local governments have identified the State of New Mexico as a governmental
entity which has been impacted by reduced revenues. The specific amount of loss revenues of the State as a result of
these various programs has not been determined; however, it is deemed to be insignificant to the State of New Mexico
as a whole.
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NOTES TO THE FINANCIAL STATEMENTS - NOTE 19

NOTE 19. Commitments
A. Construction Commitments

The State has active construction projects as of June 30, 2020. The projects include highway construction, university
infrastructure, and facilities construction and renovation. At year-end, the State’s commitments for construction were
$281.8 million for governmental activities and $184.6 million for business-type activities.

B. Loan Commitments

New Mexico Environment Department
The New Mexico Environment Department had loan commitments at June 30, 2020 of the following:

Wastewater Loan Construction Fund — the agency has executed binding commitments to disburse $26.3 million for
future loans.

Rural Infrastructure Loan Fund — the agency has executed binding commitments to disburse $1.8 million for loans
and grants.

New Mexico Energy, Mineral, and Natural Resources Department
Carlsbad Brine Well remediation estimated cost for project completion is $70 million.

C. Capital Commitments

State of New Mexico Investment Council

The State of New Mexico Investment Council has commitments for capital contributions to various private equity
partnerships and real estate/real asset investments. As of June 30, 2020, unfunded commitments to private equity
partnerships were approximately $1.41 billion, and unfunded commitments to real estate and real asset investments
were approximately $1.59 billion. Unfunded commitments to the Credit and Structured Finance Pool were $894
million. Subsequent to June 30, 2020, the Council approved an additional $805 million of commitments to private
equity, real estate, and real assets partnerships and $175 million to a fixed income investment.
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ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS - NOTE 20

NOTE 20. Contingencies
A. Contingent Liabilities

Public Education Department

The State did not meet its required level of financial support for the Special Education Cluster of programs for fiscal
years 2011 and 2012. As a result, the Department may have a one-time reduction of future federal funding.
Management’s estimate of the potential one-time reduction in federal funding ranges from $0 to $63.49 million.

Olffice of the State Engineer

The Office of the State Engineer is a party in an appeal from the State Engineer’s denial of an application for a new
appropriation of groundwater. In this appeal, the district court ruled in December 2019 that the Agency is jointly and
severally liable, along with one other party, for nearly $400,000 of the litigation costs of another party. The Agency
timely filed a notice of appeal of the District court’s ruling to the New Mexico Court of Appeals in June 2020. The
Risk Management Division of the State of New Mexico has indicated that it will be unable to extend coverage to the
Agency in regard to this claim.

New Mexico Mortgage Finance Authority

The New Mexico Mortgage Finance Authority (NMMFA) entered into a risk-sharing agreement with the U.S.
Department of Housing and Urban Development (HUD) under Section 542(c) of the Housing and Community
Development Act of 1992, whereby HUD and the NMMFA provide credit enhancements for third party multifamily
housing project loans. HUD has assumed 90% of the risk and the NMMFA guarantees the remaining 10% risk of loss
in the event of default on specific loans. As of September 30, 2020 and 2019, NMMFA is committed to assume a risk
of approximately $6.5 million and $8.97 million for the 38 and 42 loans closed, respectively. These loans are
considered in the NMMFA's assessment for the allowance for mortgage loan losses. As of September 30, 2020, of the
38 loans closed, 4 of the loans are not included in the Authority’s financial statements because they are 100%
participations with Fannie Mae. Of the $6.5 million risk assumed as of September 30, 2020, the Authority’s assumed
risk approximated $214 thousand for these off balance sheet loans. The end dates for the guarantees range from 2027-
2058. In situations where the Authority is called upon to honor its guarantee, the Authority will take possession of and
sell the loan collateral. HUD and the NMMFA will make up any shortfall resulting from the sale of the collateral on
a 90%/10% pro rata basis.

The NMMFA also entered into a risk-sharing agreement with the U.S. Department of Agriculture under Section 538
Rural Rental Housing Guaranteed Loan Program. The Rural Housing Service (RHS), Department of Agriculture
(USDA) provides credit enhancements to encourage private and public lenders to make new loans for affordable rental
properties that meet program standards. The USDA has assumed 90% of the risk in the one loan closed and funded
by the Authority as of September 30, 2020. The NMMFA assumes 10% of the risk of loss and as of September 30,
2020 and 2019, is committed to assume risk of $108 thousand and $110 thousand respectively for the one loan closed,
respectively.

Department of Homeland Security

The Department of Homeland Security has recorded a contingent liability in the amount of § 22 thousand dollars.
This balance represents the estimated amount of federal expenditures which is not supported by sufficient backup.
The amount was recorded when the department’s auditors questioned some federal expenditures.
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B. Other Matters

Federal Funds

The State received funding from federal sources for specific purposes. The funds are subject to audit, which may result
in expenses that are disallowed, or other noncompliance findings under the terms of the funding source’s guidelines.
The State believes that such disallowances or other noncompliance findings, if any, would not be material to the State’s
financial position.

Taxation and Revenue Department

There is pending or threatened litigation in the form of various protests and lawsuits by taxpayers or other parties
claiming abatements, refunds and the recovery of unclaimed property arising from various tax programs administered
by the Taxation and Revenue Department. The total dollar amount representing the claims in protest or pending in
state courts is $563.3 million.

Taxation and Revenue Department (TRD) is also subject to legal proceedings involving local public bodies related to
Gross Receipts Tax distributions (GRT). The plaintiffs assert that distributions have been improperly reduced. TRD
is currently reviewing the details and gathering additional information. The amount at risk is not stated in the
Complaint and the time period for which the claim applies is uncertain. Several civil complaints have been filed in
district court contesting the denial of a refund for amounts of denied applications related to the High Wage Jobs Tax
Credit. The total amount representing the claims is $1.1 million plus interest and attorney fees. Lastly, in District
Court, TRD is defending denial of a claim for a refund of gross receipts tax deduction allowed from healthcare insurers.
Amount of potential liability is $1.7 million.
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NOTE 21. Subsequent Events
A. Bond Issues

On November 3, 2020, the State issued Series 2020A Severance Tax Bonds in the amount of $95,955 for the purpose
of financing capital improvements as approved by the State Legislature.

New Mexico Mortgage Finance Authority

On October 22, 2020, the Authority issued $55 million (2020 Series B) of Single Family Mortgage Program Class I
Bonds under the 2005 General Indenture. The 2020 Series B Bonds will be used to fund certain qualifying mortgage
loans under the Single Family Mortgage Program. A portion of the 2020 Series B Bonds was sold at a premium
generating $2.32 million, which will be used to purchase 2020 Series B Certificates, to fund 2020 Series B
Participation Loans and to fund a portion of bond expenses.

On October 30, 2020, the Authority refunded the Series 2019 JLG South Apartments Projects multifamily housing
revenue tax-exempt bonds. In addition to refunding the Series 2019 outstanding bond, the proceeds will be used to
fund a loan to assist in the acquisition, rehabilitation, and equipping of the three multifamily rental housing facilities
located in Anthony, Deming, and Columbus, New Mexico and to fund a portion of bond expenses.

On October 30, 2020, the Authority refunded the Series 2019 JLG North Apartments Projects multifamily housing
revenue tax-exempt bonds with the Series 2020 JLG North Apartments Projects multifamily housing revenue tax-
exempt bonds. In addition to refunding the Series 2019 outstanding bond, the proceeds will be used to fund a loan to
assist in the acquisition, rehabilitation, and equipping of the three multifamily rental housing facilities located in
Gallup, Bloomfield, and Bernalillo, New Mexico and to fund a portion of bond debt expenses.

B. Other Events

State of New Mexico

In March 2020, the World Health Organization declared the spread of Coronavirus Disease (COVID-19) a worldwide
pandemic. The COVID-19 pandemic is having significant effects on global markets, supply chains, businesses, and
communities. Specific to the State of New Mexico, COVID-19 impacted various parts of its 2020 operations and
financial results including, but not limited to, reduction in investments, reduction in lodging tax, reduction in gas
prices, costs for emergency preparedness and shortages of personnel. Management believes the State of New Mexico
is taking appropriate actions to mitigate the negative impact. However, the full impact of COVID-19 is unknown and
cannot be reasonably estimated as these events are still developing.

Due to COVID-19, the State implemented numerous emergency policies to help fight the virus. Public schools were
closed for in person learning for school year 20-21. These policies included a teleworking policy for State of New
Mexico employees, restrictions on hotels and restaurants, closing of certain businesses, etc.. These restrictions are
subject to change depending on the Covid numbers and rate of the virus spread (along with other factors). The
Department of Workforce Solutions had policy changes to accommodate all the individuals that are temporarily laid
off or lost jobs due to the emergency. The Department of Economic Development had been instructed to assist small
businesses with loans to ensure businesses can survive the crisis.
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Gov. Michelle Lujan Grisham approved in July 2020 $178 million in CARES Act grants to small business , tribal and
local governments across New Mexico to cover the cost of necessary expenditures incurred due to the public health
emergency.

Gov. Michelle Lujan Grisham approved in September 2020 $150 million in CARES Act grants to local governments
across New Mexico to cover the cost of necessary expenditures incurred due to the public health emergency.

The state’s economic outlook is similarly tied to the success in fighting Covid-19. Widespread inoculation of the
population with an effective vaccine is projected to be achieved over the summer, largely improving the economic
outlook by the third quarter of 2021.

New Mexico Mortgage Finance Authority

The global outbreak of Covid-19 is affecting national capital markets and negatively impacting the overall economy.
The New Mexico Mortgage Finance Authority (Authority) has a continuity of operations plan which has allowed it to
provide continued execution of its programs with minimal disruption. In response to COVID-19, the Authority has
received additional funding noted in the below paragraphs. The Authority may be asked to administer additional
programs in the future in response to the pandemic. Furthermore, the Authority cannot predict the duration of the
pandemic and how it may impact the Authority’s housing programs and financial position.

On June 9, 2020, HUD Announced an award to the State of New Mexico in Emergency Solutions Grants COVID-2
CARES ACT funding totaling $8.8 million, all of which will be administered by the Authority. The contract is pending
execution.

On August 20, 2020, the Community Development Council of the New Mexico Department of Finance and
Administration approved the allocation of $12.3 million in CARES Act Community Development Block Grant funds,
all of which will be administered by the Authority for the implementation of a housing assistance program for
households experiencing financial hardship due to the COVID-19 pandemic. The contract is pending execution.

Taxation and Revenue Department

Per legislative capital outlay appropriation, the Combined Reporting System (CRS) is being split into the seven
separate tax programs, which are currently combined.  The programs include: Gross Receipts Tax (GRT),
Compensating Tax, Wage Withholding Tax, Non-Wage Withholding Tax, Leased Vehicle GRT, Interstate Telecom
GRT and Governmental GRT. This is referred to as the CRS Re-Design Project. This project is anticipated to have
far-reaching impacts including how taxpayers file returns, accommodating return-based audits and the distribution
split between the separate tax programs. July 1, 2021 is the planned implementation date.

Department of Information Technology

A breach of contract claim has been filed against the Department of Information Technology (Department).
Preliminary estimates of potential liability range from $1.5 million to $4.0 million. This has not been recorded as a
liability in the financial statements as the Department is still defending their position in court.

Children Youth and Family Department

Children, Youth and Family Department has reached a settlement in a case regarding the death of a minor for $2.1
million to be paid by General Services Department Risk Management Division.
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE

GENERAL FUND
For the Year Ended June 30, 2020
(In Thousands)

RE¥YENUES AND OTHER FINANCING SOURCES
Taxes
Federal Revenue
Investment Income
Fentals and Royalties
Charges for Services
Licensesz, Fees, and Permits
Azzessments
Miscellanecus and Other
Operating Transfers In
Total Revenues and Other Financing Sources

Fund Balance Budgeted
Total

EXPENDITURES AND OTHER FINANCING USES
Culture, Recreation, and Natural Resources

Museums and Monuments

Freservation

Library Services

Frogram Support

‘water Resource Allocation

Interstate Stream Compact Compliance and
‘W ater Development

Litigation and Adjudication

Frogram Support

Commissioner of Public Lands

Livestock inspection

Youth Conservation Corps

Oiffic:e of the Matural Resources Trustee

Sport Hunting and Fishing

Caonservation Services

‘Wildlife Depredation and Muisance Abatement

Frogram Support

Fienewable Energy and Energy Efficiency

Healthy Forests

Parks and Recreation

Fine Reclamation

0il and Gas Conservation

Frogram Leadership and Support

Arts

Intertribal Ceremonial

Special Appropriations

Total Culture, Recreation, and Matural Resources

Education
Operations
Student Financial &id
Administrative Services
Fehab Services
Independent Living
Diizability Determination
SDE Operation
Fublic Schools Facilities Auth
Special Appropriations

Total Education

Actual
Amounts Wariance
Budgetary &mounts Budgetary ‘with Final
Criginal Final Basis Budget

¥ 42700 # E47 322 236,321 % 188,999
£,991,171 833841 7670160 [BES,251)
13,912 13912 £0,063 46,156
23737 24737 33507 8770
172,973 174,356 161,746 [12,610]
136,703 139,102 245,386 106,284
13,083 44720 44,309 [411)
198,149 213,836 200,744 [13,082)
5,947,380 5925423 25,000 [6,900,423)
15,140,778 16,521,819 9,277,241 [7.244 573]

104,310 351,407

15,245,688 16,873,226
26,345 29,720 26,133 3521
3332 3ETT 2,856 a1
5,137 5,264 5,157 107
4.293 4,036 3848 248
16,643 17,134 16,143 331
24 412 29,133 21446 7687
10,451 10,451 8,942 15032
5564 5564 5241 323
18,754 20,254 13,528 726
ETET £,924 £,445 473
3870 4,012 Z2E73 1339
2333 2,353 347 2,006
3,409 9,403 8925 434
22832 25,104 22,450 2654
1024 1,024 768 256
7560 7587 7165 422
3052 3,066 2,264 an2
13,529 21384 9,536 1,543
20,233 23,492 17182 £,210
8,254 8327 4082 4,265
11,661 11,661 7134 4527
5,01 5,01 4,226 786
1972 2128 1926 252
100 00 100 -
£742 E,742 £,174 563
240,913 263,677 210,757 52,320
61425 47,834 46,200 1634
E4.713 BT, 713 EE,280 833
44932 5228 410 1128
27,230 27,230 2113 £,
1555 2,005 1552 452
13,7395 16,137 10,086 E,051
1791 17,91 15,997 1914
4688 4688 4383 293
3,278,641 3,284,682 3,131,955 152,727
3464896 3473438 3,302,283 171,144
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REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE

GENERAL FUND (CONTINUED)
For the Year Ended June 30, 2020

(In Thousands)

FPalicy Development, Budget Oversight and
Educational Accountability
Frogram Support

Community Development, Local Government

Azsistance and Fiscal Oversight
Fizcal Management and Oversight
Program Support
Tan Administration
Mator Wehicle
Property Tax
Compliance Enforcement
State Purchasing
F acilities Management Oivision
Office of the Attarney General
Medicaid Fraud Program
State Auditor
State Investment Program
Criminal & Juvenile Justice
Governor
Lieutenant Gowvernor
Records Info & Archival Mgmt.
Secretary of State
Mew Megico State Personnel
State Treasurer
Fublic Employees Labor Relations Board
Enterprize Services
Elections
Compliance and Project Management
Administrative Hearings Office
Administration
Special Appropriations

Total General Control

Health and Human Services

Administration

Financial Ouersight

Epidemiclogy and Response
Laboratory Services

Program Area B - Facilities
Developmental Disabilities Support

Health Certification, Licensing and Oversight

Frogram Support

Child Support Enforcement
Medical Assistance Program
Income Support Program
Resource Management
water Guality
Environmental Health
Environmental Frotection
Program Support

Juvenile Justice Facilities
Frotective Services
Program Support

EXPENDITURES AND OTHER FINANCING USES (CONT.)
General Control

Actual
Amounts Variance
Budgetary Amounts Budgetary With Final
Criginal Final Elasis Budget

% 3474 3474 3,280 194
a70 aro 825 145
3T 446 41,741 40,126 1615
E2,615 EZ,066 E1,202 7E4
22,130 26,130 23523 1667
991 32,204 20,513 1,691
32892 36,933 32,861 4,078
4,281 4,281 3,293 382
1612 1613 1482 125
2,331 2,707 2435 272
13,971 12,971 13,53 440
27,200 28,100 2308 6,082
3.2 3.2 2bE3 B33
3,868 3,968 3440 528
B1339 61,339 43,661 12,678
B2 602 523 T4
4,135 4,185 3,895 240
a8 it 530 &1
2,516 216 2432 124
24920 £,953 E, 740 213
4,152 4,162 3E73 473
3,713 3713 3636 77
243 243 228 15
5,915 983 8,847 1,034
969 263 Taz2 ar
2023 2023 1,965 58
94,313 104,723 87,143 17,574
433,240 462,305 411,336 50,969
144972 15,856 14,364 14492
178,297 121,447 161,848 19,599
28,650 42,830 35827 7063
13,581 13,780 13,027 7653
148525 148525 140,602 7923
185,944 139,147 163,495 25,652
14,918 15,1628 14,128 1,040
86,395 A7,324 54,281 3,043
e 22,521 21,888 EZE
5,504,352 5,926,785 5,846,870 78,915
959,629 1,208,512 1166473 43,029
8027 8,297 Th39 768
28,829 28,979 13,508 9473
14,031 14,135 11,600 2,538
23,382 24,338 20,750 3,E4E
19,604 19,604 12,133 1471
74604 76,232 70,12 5120
174,477 178,167 166,157 1,370
3,885 3,885 3805 2a0
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BUDGETARY COMPARISON SCHEDULE

GENERAL FUND (CONTINUED)
For the Year Ended June 30, 2020
(In Thousands)

EXPENDITURES AND OTHER FINANCING USES [CONT.)

Health and Human Services [Continued])
Consumer and Elder Rights
Adult Protective Services
Community Invalvement
Administration
Office of African-American Affairs
Commission For Deaf and Hard of Hearing
Martin Luther King Jr., Commission
Blind Services Program
Indian Affairs Department
Workers' Compensation Administration
Governor's Commission On Disability
Etrain Injury Advisory Council
Veterans' Services Department

Developmental Disabilities Planning Council

Oiffice of Guardianship
Medicaid Behavioral Health
Behavioral Health Services
Workforce Transition Services
Labor Relations

‘Workborce Technology
Business Services
Frogram Support

Uninsured Employers Fund
Early Childhood Services
Early Childhood Services
Early Childhood Services
Special Revenue

Early Childhood Services
Veterans Retirement F acility
Special Appropriations

Total Health and Human Services

Highways & Transportation
Construction Program
Faintenance Program
Frogram Support
MO0 AL

Total Highways and Transportation

Judicial
Supreme Court Law Library
Mew Megico Compilation Commission
Judicial Standards Commission
Court of Appeals
Supreme Court
Supreme Court Building Commission
First Judicial District Court
Second Judicial District Court
Third Judicial District Court
Fourth Judicial District Court
Fifth Judicial District Court
Siuth Judicial District Court
Seventh Judicial District Court
Eighth Judicial District Court
Minth Judicial District Court

Actual
Amounts Wariance
Budgetary Amounts Budgetary With Final
Orriginal Final Basis Budget

% 5,150 5737 4741 936
13,830 13,862 13,437 425
40,135 46,844 ag.Br 8,027
1,250 1,250 291 363
b 7 T4E 25
E,302 B,302 2.8M 343
354 354 215 139
8,142 8142 E,24E 1,296
2,540 25860 2,359 2
1528 1528 10,945 a3
1613 1675 1,383 232
202 202 186 4E
5,346 5,720 4,751 963
1,288 1288 1,247 4
2,612 5,772 5,742 30
531,213 aavNZ 512,156 V3,956
61,131 74,016 65317 2,699
4,840 10,095 9,398 £97
4494 4734 4,351 443
14,954 17,814 1BE17 1197
12,945 15,487 13,272 2,215
34,332 41,705 36,265 5,240
310 30 E21 289
293,150 F2EE30 254,444 42,126
3,224 4,094 3,725 3649
20,232 23,333 17,224 E,109
7012 7.2 3,606 3406
41,943 45,320 3913 E,189
ELARbE] 345,937 330,412 16,579
8,966,724 9,807 966 9,387,524 420,442
543526 1,101,431 571,087 530,334
251,580 6,753 253,278 63475
43,607 E2E07 5E,715 5,892
E7.583 129,832 67,445 72387
912,296 1,EI0,673 933,525 672,148
1,563 1563 243 720
838 293 240 8
B.E17 EBET E,580 a7
6,381 E,331 E,247 134
1,261 n4z 1,025 333
30,580 31,343 29,386 1957
10,952 1402 1,134 208
4,062 4,364 4,138 176
1,034 1,157 10,834 33
5,E12 5612 5,801 m
4,479 4473 4,201 278
4,893 4,898 4,770 128
§,762 5,751 5,617 134
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BUDGETARY COMPARISON SCHEDULE
GENERAL FUND (CONTINUED)

For the Year Ended June 30, 2020

(In Thousands)

Actual
Amounts Warianoe
Budgetary Amounts Budgetary With Final
Original Final Bazis Budget
EXFPENDITURES AND DTHER FINANCING USES [CONT.)

Judicial [Continued)
Tenth Judicial District Court ¥ 1783 % L 1776 $ 7
Eleventh Judicial District Court 1,248 1,59 1163 428
Twelfth Judicial District Court 5,349 5,595 5,363 232
Thirteenth Judicial District Court 12,016 12,218 1,915 303
Eernalillo County Metrapolitan Court 23,405 23,621 23,036 645
First Judicial District Attarney B4E7 B467 E41 a1
Second Judicial District Attorney 27,144 27172 26,146 1,026
Third Judicial District Attorney 6,333 6,378 5,330 398
Fourth Judicial Oistrict Attorney 3617 JB17 3102 a15
Fifth Judicial District Attorney E.216 243 £,133 54
Sixth Judicial District Attorney 3503 3503 3,369 134
Seventh Judicial District Attorney 2,880 2,860 2,793 E7
Eighth Judicial District attorney 3176 3176 3128 48
Minth Judicial District Attarney 3,807 3807 3623 [16)
Tenth Judicial District Attorney 1463 1463 1454 15
Eleventh Judicial District Attorney-Division | 4919 4926 4706 220
Twelfth Judicial District Attorney 3828 4,095 3993 102
Thirteenth Judicial District Attorney 5,976 5976 5793 183
Administrative Office of the District Attorneys 2739 2739 2424 35
Eleventh Judicial District Atorney-Division |l 2,953 2,953 2,81 148
Administrative Support 15,500 17,504 12,931 4523
Bdministrative Support 10,271 10,271 8307 1964
Statewide Judiciary Sutomation 14,014 14,014 12,413 16M
Special Court Services - - - -
Administrative Support 55,738 56,042 54,446 1596
Special Appropriations 18673 18,621 15822 2,739
Total Judicial 362,878 368,335 346 425 21,910

Legislative
Leq AnalyziztOversight Program 4491 4491 4338 153
Education Study Committes 1407 1407 1022 3
Special Appropriations 13,025 13,025 11,471 1,554
Total Legislative 18,923 18,923 16,897 2,026

Public Safety
Frogram Support 7,959 7,959 5,152 2807
Law Enforcement 126,686 126,686 122,274 1412
Frogram Support 13517 12,817 1472 245
Inmate Management and Control 294 772 297,760 292,730 5,030
Community Offender Management 359,205 359,205 36,807 2,398
Farale Board 528 528 518 10
Juyenile Parcle Board g g 4 4
Yictim Compensation 6962 T2z 7074 138
Federal Grant Administration 23,094 23,099 15,933 766
Mational Guard Support 24 851 30,008 21688 8,318
Criziz Response . . - .
Homeland Security and Emergency

Management Oepartment 28,179 29,186 13,043 10,137

Motor Transportation Program - - - .
State Law Enforcement Support Fragram 22,061 22,545 17,963 4577
Special Appropriations 7328 7328 7012 316
Total Public Safety 535,155 £04,339 552,131 4K, 158
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE

GENERAL FUND (CONTINUED)
For the Year Ended June 30, 2020
(In Thousands)

EXPENDITURES AND OTHER FINANCING USES [CONT.)

Regulation and Licensing
Economic Development
Film
Frogram Support
Job Creation & Job Growth
Program Support
Outreach
Parketing and Promation

Construction Industries and Manufactured Housing

Financial Institutions and Securities
Aleohol and Gaming

Program Support

Folicy and Regulation

Fublic Safety

Pragram Suppaort

Special Revenues

Board of Examiners for Architects
Mew Mezico Border Authority
Medical Board

Board of Mursing

ASOHPEPS

Gaming Control Board

State Racing Commission

Board of Veterinary Medicine

QOffice of Military Base Planning and Support

Frogram Thirty-three

Program Thirky-four

Spaceport Authority

Special Revenue

Insurance Operations Program
Fatient Compensation Program
Eoards and Commission
Securities Division

Outdoor Recreation

Special Appropriations

Total Regulation and Licensing

Total Expenditures and Other Financing Uses

Net Change in Fund Balance

Actual
Amounts Variance
Budgetary Amounts Budgetary Wwith Final
Criginal Final Basis Budget
% 9902 % 20858 ¢ 10,534 $ 10,024
636 536 BES 13
3,359 3,359 3,208 151
1,202 1,202 1,17 |
2,282 2,343 2,08 262
14,491 14,431 14,129 362
9,370 9,370 8,495 874
4,380 4,960 3,340 1620
1030 1,030 1016 14
3,773 3,779 3562 217
7,953 7953 B,520 1,133
TE435 79,435 77596 1839
1,776 1776 1,660 116
V7347 TT.247 17,042 E0,305
408 s0g 449 59
535 £33 a1 97
2,159 2153 2,043 110
2,883 3,027 2,589 433
935 933 av 2m
5537 5537 5,513 24
4.2Mm 4.2 2.3 1820
435 435 41 24
227 227 198 29
9,839 10,330 8,215 2115
5,793 5,943 5,943 -
10522 10,878 10,212 EBE
16,783 17,263 14,950 2,13
1,960 1960 1,536 124
200 210 140 7o
16,682 16,682 7,391 3,291
293,800 309,701 214,994 94,707
15,288,825 16,919,357 15,386,928 % 1532429
¥ [43137] % [46,131] _# [E103,687]
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND (CONTINUED)

For the Year Ended June 30, 2020

(In Thousands)

Budget Basis to GAAP Basis Reconciliation
Met Change in Fund Balance [Budgetary Basis)

Ditferences:
Taues - Bud Refs ather than 120 and 920
Investment Income - Bud Refs 120 and 920
Fent and Royalties - Bud Refs other than 120 and 920
Charges for Sepvices - Bud Refs other than 120 and 320
Licenzes, Fees and Permits - Bud Refs ather than 120 and 320
Azzezsments - Bud Refs other than 120 and 920
Mise. and Other Fevenue - Bud Refs ather than 120 and 920
Federal Revenue - Bud Refs other than 120 and 920
Transfers In - Bud Refs other than 120 and 320
Mon Budgeted - Tranzters In - Component Units
Transters In - Bud Refs other than 120 and 920 [Ref. Bond Proceeds)
MonBudgeted Revenue - Bond Issuances & Premiums
MonEudgeted Revenue - Sale of Capital Assets
MonBudgeted Revenue - Tobacco Settlement - 437101
Erpenszes - Bud Refs ather than 120 and 920
Transfers Out - Bud Refs other than 120 and 320
MonBudgeted Expenditure - 563000 In-Kind Expenditure
MonBudgeted Expenditure - 565200 Distr. To Beneficiaries
MonBudgeted Expenditure - BEE100 & 566103 [Reversions)
Maon Budgeted Expenditure - 555102 (OFU - MNonBudgeted)
Mon Budgeted Expenditure - 555210 (OFU CU-MonBudgeted)
MonBudgeted Expenditure Adj. - 577100 [General Fund Allotments)
MonBudgeted Expenditure Adj. - 577200 [General Fund Allatments-Cls)
MonBudgeted Expenditure Adj. - 577300 [(General Fund Allatments-Ext)
MonBudgeted Expenditure - 560300 [Refunds)
975001 - Indirect Memo Espenze Account
Mo Function - Expenditures
Function Exclusions - Expenditures
& Code Expenditures not included in Budgetary Comparison Actuals

Total Net Change in Fund Balance as Reported on the Statement of
Revenues, Expenditures, and Changes in Fund Balances

210

$ (6.109,647)

5,226,124
91,755
926,975
1028
62,954
1940
18,235
23208
140,764
61410

1536
34,152
(320,132)
{10,013,139)
(33.761)
15,543
(7.064]
(1839)
[7.470)
£.508,269

2829163

[12.34]

3 §938,556




STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION

NOTES TO BUDGETARY REPORTING
For the Year Ended June 30, 2020
(In Thousands)

Budget Process

The State Legislature makes annual appropriations, which lapse at fiscal year-end. Legal compliance is monitored
through the establishment of a budget (Modified Accrual Budgetary Basis) and a financial control system, which
permits a budget to actual expenditures comparison. Expenditures may not legally exceed appropriations for each
budget at the program appropriation unit level. Program appropriation unit 1s identified in the State’s accounting
records and in the budgetary schedules as P-Codes, such as “P523 Child Support Enforcement.” Budgeted program
appropriation unit amounts may be amended upon approval from the Budget Division of the State of New Mexico
Department of Finance and Administration within the limitations as specified in the General Appropriations Act. The
budget amounts shown in the financial statements represent the final authorized amounts. Administrative line item
expenditures (personnel, contractual, and other) may legally exceed amounts budgeted; however, the total budget
category expenditures may not legally exceed the approved budget for the program appropriation. Chapter 6-3, NMSA
1978, sets forth the process used to develop the budget for the State of New Mexico. The process is as follows:

1. No later than September 1, the appropriation request is submitted to the Legislative Finance Committee (LFC), and
the Budget Division of the Department of Finance and Administration (DFA), for the fiscal year commencing the
following July 1. The appropriation request includes proposed expenditures and the means of financing them.

2. Budget hearings are scheduled before the New Mexico House Appropriations and Senate Finance Committees. The
final outcomes of those hearings are incorporated in the State’s General Appropriations Act (Act).

3. The Act is signed into law by the Governor of the State of New Mexico within the legally prescribed time limit, at
which time the approved budget becomes a legally binding document.

4, Not later than May 1, an annual operating budget is submitted to DFA by appropriation unit and object code based
upon the appropriation authorized by the Legislature. DFA reviews and approves the operating budget, which becomes
effective on July 1.

5. Formal budgetary integration is employed as a management control device during the fiscal year for the General
and Special Revenue Funds.

Budgetary Basis of Accounting

The budget is adopted on the modified accrual basis of accounting, per statute; however; accounts payable which are
not recorded in a timely manner (before the statutory fiscal year-end deadline) will not be paid from the current year
appropriation, and they are thus not recorded as a budgetary expenditure. Instead, they must be paid out of the next
year’s budget. This budgetary basis is not consistent with generally accepted accounting principles (GAAP). Balances
remaining at the end of the fiscal year from appropriations made from the State General Fund shall revert to the
appropriate fund, unless otherwise indicated in the appropriations act or otherwise provided by law. Encumbrances do
not carry over to the next year for operating budgets.
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION

NOTES TO BUDGETARY REPORTING
For the Year Ended June 30, 2020
(In Thousands)

Multiple Year Appropriation — Capital Projects Budgets and Special Appropriation Budgets

Budgets for multiple year monies are not made on an annual basis, but are adopted on a project length basis. Budgets
for, the Capital Projects Fund may be established for periods from two to five years depending on the nature of the
project or appropriation. These non-operating budgets primarily serve as a management control purpose, and because
related appropriations are continuing in nature, no comparison between budgeted and actual amounts for funds
budgeted on this basis is provided.

Budget to GAAP Reconciliation

The budgetary comparison schedules of the various funds present comparisons of the original estimated budget and
legally adopted budget with actual data on a budgetary basis. Both the budget and actual amounts represent single
year activity based on the budget reference assigned to the particular transaction. Since accounting principles applied
for the purposes of developing data on a budgetary basis, differ significantly from those used to present financial
statements in conformity with GAAP, a budget to GAAP reconciliation is presented following the budgetary
comparison schedules.

In the accompanying budgetary schedules, budget and actual expenditures are reported only for appropriated activities
for the operating budgets. Expenditures are classified in the financial control system based on whether the
appropriation is from the operating or multiple year budgets (special or capital). Expenditures funded by the operating
budget appropriations are reported as current expenditures classified by the function of the agency receiving the
appropriation.

However, in the governmental operating statements, all governmental funds are included and expenditures are
classified according to what was actually purchased. Capital outlays are fixed asset acquisitions such as land,
buildings, and equipment. Debt service expenditures are principal and interest payments. Current expenditures are all
other governmental fund expenditures classified based on the function of the agency making the expenditures.
Additionally, certain governmental activities are excluded from the budgetary schedules because they are not
appropriated.

Because of perspective differences between this budgetary comparison and the general fund statement of revenues,
expenditures, and changes in fund balance, this schedule is presented as required supplementary information (RSI.)

The State’s component appropriation accounts do not adopt an annual appropriated budget; however, the expenditures
of the component appropriations by law must equal the individual amounts appropriated in the various appropriation
acts. Other activities designated as non-appropriated (not budgeted) by the Legislature are the Severance Tax Fund,
the Land Grant Fund., and the following Enterprise Funds: State Fair Commission, Environment Department, State
Infrastructure Bank, and Unemployment Insurance Funds.

Excess of Expenses/Expenditures Over Budget
For the fiscal year ended June 30, 2020, the Ninth Judicial District Attorney exceeded Pcode/program budget authority.
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF CHANGES IN NET OPEB LIABILITY
NEW MEXICO RETIREE HEALTH CARE AUTHORITY
For the Last Ten Years (a) Ending June 30,

(In Thousands)

Fiscal Year Fiscal Year Fiscal Year Fiscal Year
Ended Ended Ended Ended
June 30 . 2020 June 30,2019  June 30, 2018 June 30, 2017
Service Cost S 123,905 5 156,598 S 188.372 $ 265229
Interest 169239 208 666 199 584 187,563
Eenefit Changes 6,624 14,004 - -
Difference Between Expected and
Actual Experience (130.335) (754,197) (143.524) (210.436)
Changes of Assumptions 080 793 (335.457) (223.363) (938.736)
Claims and Premiums (109.384) (96.487) (122.199) (113,698)
Net Change in Total OPEB Liability 1,029,442 (1,006,873) (105,130) (830,098)
Total OPEB Liability - Beginning 3,000 130 5,006,012 3,111,142 5,941.240
Total OPEB Liability - Ending 5,028,581 3,090,139 5,006,012 5,111,142
Contributions - Emplover 96,504 88.516 85,402 83,838
Contributions - Member 226,384 216,528 210,650 196,393
Net Investment Income 10,837 41,663 40758 67,760
Claims and Premiums (316,936) (296.417) (321.480) (294.393)
Administrative Expenses (3.687) (4,148) (3.672) (4.180)
Other 59.821 52,949 57,530 55,336
Net Change in Plan Net Position 72,923 99,093 78,188 106,994
Plan Net Posifion - Beginning 756,750 657,657 579 469 472 475
Prior Period Adjustments - - - -
Plan Net Position - beginming, restated 756,750 637,637 579.460 472475
Plan Net Position - Ending 820,673 756,750 657,657 579,469
S 4198908 § 3242382 S 4348355 S 4531673
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF NET OPEB LIABILITY
NEW MEXICO RETIREE HEALTH CARE AUTHORITY
For the Last Ten Years (a) Ending June 30,

(In Thousands)
Ended Ended Ended Ended

June 30,2020 June 30,2019 June 30, 2018 June 30, 2017
Total OPEB Liability $ 5,028,581 § 3999138 $ 5,006,012 § 5,111,142
Plan Net Position 820673 756,749 637,657 579,469
Net OPEB Liability $ 4198 908 § 3242389 $ 4348355 § 43531673
Percentage of Plan Net Position to
Total OPEB Liability 16.50% 18.92% 13.14% 11.34%
Covered Payroll § 4208116 § 4172920 5 4200617 § 4.165.647

Net OPEB Liability as a Percentage
of Covered Payroll 37.69% 77.70% 101.35% 108.79%
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF NET OPEB LIABILITY
THE UNIVERSITY OF NEW MEXICO

For the Last Ten Years (a) Ending June 30,

(Amounts in Thousands)

Total OPEB liahility
Service cost
Interest
Changes of benefit terms

Differences between expected & actual expernience

Changes of assumgMions

Benefit payments
Net change in total OPEB liability
Total OPEB liability- beginning
Total OPEB liability- ending (a)

Plan fiduciary net position
Contributions- employer
Contributions- member
Net investment income
Benefit payments
Administrative expense

Net change in plan fiduciary net position

Plan fiduciary net position- beginning

Plan fiduciary net position- ending (b)

University's net OPEB liability- ending (a)-(b)

Plan fiduciary net position as a percentage
of the total OPEB liability

Covered-employee payroll

University's net OPEB liability as a percentage

of covered-emplovee payroll
Notes to the Schedule:

Benefit changes: None

Amounts are in thousands

2020 2019 2018 2107
3267 3,501 3.526 3,019
10,640 10,007 9,469 9,058
(38.575) , - -
7,729 (7.105) (6.444) 7.114
5,208 (4.913) (4.841) (4.818)
(22236) 1,490 1710 14373
156,289 154,799 153,089 138,715
134,053 156,289 154,799 153,089
7.513 7322 7467 7.675
2215 2,408 2,625 2,856
2,111 2,080 1615 895
(5.298) (4913) (4.841) (4.818)
()] 3 - -
6.536 6,892 6.866 6.608
30,805 23913 17,045 10,435
37,341 30,805 23,913 17,045
96,712 125,484 130,886 136,044
27.86% 19.71% 15.45% 11.13%
205,345 321,166 350452 383432
32.75% 39.07% 3735% 35.48%

Differences between expected and actual experience: The $38.5 million decrease in the lability from June 30. 2019 to June 30, 2020 is due to

changes in the census, claims, and premiums expenence.

Changes of assumptions: The 56.4 million decrease in the liability from the fiscal year ending June 30, 2017 to the fiscal year ending June 30,
2018 is due to the increase in the assumed discount rate as of the measurement date. The $7.1 million decrease in the liability from the fiscal
year ending June 30, 2018 to the fiscal year ending June 30, 2019 is due to the increase in the assumed discount rate as of the measurement
date. The $7.7 million increase in the liability from June 30, 20192 to June 30, 2020 1s due to the decrease in teh assumed discount rate from

6.78% as of June 30, 2019 to 6.69% as of June 30, 2020, as well as updates to the trend. excise tax, and mortality assumptions.
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF NET OPEB LIABILITY

NEW MEXICO STATE UNIVERSITY
For the Last Ten Years (a) Ending June 30,
(Amounts are in Thousands)

2020 2019 2018

Total OPEB liability

Service cost 5,787 5.127 4936

Interest 5,208 5,268 5,291
Current Recognized deferred outflows/(inflows):

Difference between expected and actual experienc (13.724)

Changes in assumptions or other inputs 28.160 7.135 (5.357)

Benefit payments (5.274) (5.758) (5.523)
Net change in total OPEB liability 20,157 11,772 (633)
Total OPEB liability- beginning 145,672 133,899 134,552
Total OPEB liability- ending 165,829 145,672 133,899
Covered-employee payroll 131,987 153,961 150,205
University's net OPEB liability as a percentage
of covered-employee payroll 126% 95% 89%
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF NET OPEB LIABILITY

NEW MEXICO INSTITUTE OF MINING AND TECHNOLOGY
For the Last Ten Years (a) Ending June 30,

(In Thousands)

Total OPEB liability
Service cost
Interest cost
Changes of benefit terms
Differences between expected & actual expenience
Changes of assumptions
Benefit payments
Net change in total OPEB liability
Total OPEB liability- beginning
Total OPEB liability- ending (a)

Plan fiduciary net position
Contributions- employer
Contributions- member
Net investment income
Eenefit payments
Administrative expense
Other

Net change in plan fiduciary net position

Plan fiduciary net position- beginning

Plan fiduciary net position- ending (b)

University's net OPEB liability- ending (a)-(b)

Plan fiduciary net position as a percentage
of the total OPEB liability

Covered-employee payroll

University's net OPEB liability as a percentage
of covered-employee payroll

Notes to the Schedule:

2020 2019 2018 2017
1.999 2317 2,697 2,149
1518 1,377 1.225 1194

(5.898) . . -
2,050 (1.486) (3.354) 3.706
(61) (649) (1.490) (930)
(392) 1.559 (922) 6.119
32,523 30,964 31,886 25,763
32,131 32,323 30.964 31.886
2230 3,097 4,998 4036
1,632 3.386 3.706 3,628
149 173 208 20
(61) (649) (1.490) (930)
(306) (339) (379 (388)
(3.714) (5.899) (6.132 (5.963)
(61) 640 912 1312
4304 3,655 2,743 1431
4243 4304 3,655 2,743
27,888 28219 27.309 29,143
13.2% 13.2% 11.8% 8.6%
20016 28,337 28,142 27,958
93% 100% 97% 104%

Changes in assumptions: The 53 4 million decrease in liability from the fiscal year ending June 30, 2017 to the fiscal year ending June 30, 2018 is
due to the increase in the assumed discount rate as of the measurement date. The $1.5 million decrease in the liability from the fiscal vear ending
June 30, 2018 to the fiscal vear ending June 30, 2019 is due to the increase in the assumed discount rate as of the measurement date.

Eenefits changes: None
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF EMPLOYER CONTRIBUTIONS - OPEB
NEW MEXICO RETIREE HEALTH CARE AUTHORITY

For the Last Ten Years (a) Ending June 30,

(In Thousands)
Fiscal Year
2020 2019 2018 2017

Statutory Required Contributions § 96,504 §  BR3l6 § 8540 § 85838
Actual Employer Contributions 96,304 88,516 85402 $3.838
Annual Contribution Deficiency 5 $ 5 $ -
Covered Payroll § 4208116 § 4172029 § 4290617 § 4165647
Annual Contnbution as a Percentage

of Covered Payroll 225% 212% 1.99% 2.06%
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF EMPLOYER CONTRIBUTIONS - OPEB
THE UNIVERSITY OF NEW MEXICO

For the Last Ten Years (a) Ending June 30

(In Thousands)

2018 2017

2020 2019
Actuanally determined contribution 1439 7

Contributions in relation to the actuanally
determined contribution 7459 7,513

Contribution deficiency (excess) - -
Covered employee payroll 288,344 293,343
Contributions as a percentage of payroll 2.59% 2354%
Notes to Schedule:

Valuation date January 1, 201%

Methods and assumptions used to determine contribution rates:

Actuarial cost method Entry age normal — level % of salary

Asset valuation method Market value of assets

1322 7467

1322 7.467

Healthcare cost trend rates Medical Pre-Medicare: 5.5% mifially, reduced by decrements to a rate of

5.0% after nine years

Medical Post-Medicare: 3.4% initially, reduced by decrements to a rate of 3%

after nine years

Dental: 4.0%
Salary increases 2.0%
Investment rate of retum 8.0%, net of OPEB plan investment expense, including inflation
Retirement age 63
Mortality PUB-2010 "General" classification headcount-weighted mortality table with fully

generational martality improvement projections from the central year using scale

MP-2018.
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF EMPLOYER CONTRIBUTIONS - OPEB

NEW MEXICO INSTITUTE OF MINING AND TECHNOLOGY
For the Last Ten Years (a) Ending June 30,

(In Thousands)
2020 2019 2018 2017

Actuanally determined contribution 3,997 2239 3,997 4008
Contributions in relation to the actuarially

determined contribution 3,997 2239 3,907 4008
Contribution deficiency (excess) - - - -
Covered employee payroll 30,619 14,433 28,337 28,142
Contributions as a percentage of payroll 13.1% 155% 14.1% 17.8%

Notes to Schedule:
Valuation date January 1, 2019

Methods and assumptions used to determine contribution rates:

Actuanal cost method Entry age normal —level % of salary

Asset valuation method Market value of assets

Inflation 3.0%

Healthcare cost trend rates Medical Pre-Medicare: 5.75% mnitially, reduced by decrements to a rate of

5.00% after seven years

Medical Post-Medicare: 5.00% consistent for next six years

Pharmacy: 7.00% imtially. reduced by decrement to a rate of 5.00% after eight
years

Dental and Vision: 3.0%

Salary increases 3.0%

Investment rate of retum 6.0%

Retirement age 64

Mortality PUB-2010 "General" classification headcount-weighted mortality table
with fully generational mortality improvement projections from the central
year using Scale MP-2019
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF INVESTMENT RETURNS - OPEB

NEW MEXICO RETIREE HEALTH CARE AUTHORITY
For the Last Ten Years (a) Ending June 30,

Fiscal Year

2020 2019 2018 2017

Annual Money-weighted Rate of Retum,
Net of Investment Expenses 1.43% 6.53% 0.06% 13.08%

* Information for prior years not available.
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF INVESTMENT RETURNS - OPEB

THE UNIVERSITY OF NEW MEXICO
For the Last Ten Years (a) Ending June 30,

2020 2019 2018 2017

Annual money-weighted rate of return. net of
investment expense 453%  6.18% 6.77% 11.26%

* Information for prior years not available.
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF INVESTMENT RETURNS - OPEB

NEW MEXICO INSTITUTE OF MINING AND TECHNOLOGY
For the Last Ten Years (a) Ending June 30,

2020 2019 2018 2017

Annual money-weighted rate of return, net of
mvestment expense 3.70% 7.10%  940% 11.30%

* Information for prior vears not available.
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF ACTUARIAL METHODS AND ASSUMPTIONS
NEW MEXICO RETIREE HEALTH CARE AUTHORITY
Fiscal Year Ending June 30, 2020

(In Thousands)
Valuation Date June 30, 2019
Actuarial cost method Entry age normal, level of percent of pay,
calculated on individual emplovee basis
Asset valuation method Market value of assets

Actuanal Assumptions:

Inflation 2.50% for ERB: 2.50% for PERA
Projected payroll increases: 3.25% to 13.50% based on years of service, including inflation
Investment rate of retumn 1.23%, net of OPEB plan investment expense

and margin for adverse deviation including inflation
Health care cost trend rate: 8% graded down to 4.3% over 14 vears for Non-

Medicare medical plan costs and 7.3% graded down

to 4.3% over 12 vears for Medicare medical plan costs
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STATE OF NEW MEXICO

The Following Presents Required Supplementary Information for the Employer Reporting of
Pension and OPEB Amounts
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF THE STATE OF NEW MEXICO’S PROPORTIONATE SHARE OF

THE NET OPEB LIABILITY
For the Last Ten Years (a) Ending June 30,
(In Thousands)

Measurement Date

Retiree Health Care - State-Funded Divisions June 30, 2019 June 30, 2018 June 30, 2017
State proportion of the net OPEB Hability 24.22% 24.13% 24.12%
State proportionate share of the net OPEB liablity $ 785.609 $ 1.049.291 $ 1.093.162
State covered payroll (b) $ 1.035.350 $ 1.030.100 $ 1.035.550
State proportionate share of the net OPEB liablity

as a percentage of its covered payroll 75.88% 101.86% 105.56%
Plan fiduciary net position as a percentage of the

total OPEB liability 18.92% 13.14% 11.34%

(a) The amounts presented were determined as of June 30. This schedule is presented to illustrate the

requirements to show information for 10 years. However, until a full 10-year trend is compiled, the State

will only present information for those years for which information is available.

(b) Covered payroll is presented for the prior fiscal vear to match the measurement date of the

pension liability.
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STATE OF NEW MEXICO

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF THE STATE OF NEW MEXICO’S PROPORTIONATE SHARE OF

THE NET OPEB LIABILITY (CONTINUED)
For the Last Ten Years (a) Ending June 30,

(In Thousands)
Measurement Date
Retiree Health Care - Educational Institutions June 30, 2019 June 30, 2018 June 30, 2017
State proportion of the net OPEB hability 2.73% 286% § 289
State proportionate share of the net OPEB liability $ 88,554 $ 124.460 $ 130.892
State covered payroll (b) $ 122,700 $ 128.727 $ 123,997

State proportionate share of the net OPEB Hlability
as a percentage of its covered payroll 72.17% 96.69% 103.56%

Plan fiduciary net position as a percentage of the
total OPEB Hability 18.92% 13.14% 11.34%

(2) The amounts presented were determined as of June 30. This schedule is presented to illustrate the
requirements to show information for 10 years. However, until a full 10-year trend is compiled, the State
will onty present information for those years for which information is available.

(b) Coverad payroll 15 presented for the prior fiscal year to match the measurement date of the

pension liability.
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STATE OF NEW MEXICO

The Following Presents Required Supplementary Information for the State as Employer
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STATE OF NEW MEXICO
ANNUAL FINANCIAL REPORT
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

FINANCIAL
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OTHER SUPPLEMENTARY INFORMATION
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION
NONMAJOR PROPRIETARY FUNDS COMBINING FINANCIAL STATEMENTS

Enterprise Funds
Enterprise funds report the activities for which fees are charged to external users for goods and services.
Enterprise Funds are presented beginning on page 270.

Internal Service Funds

Internal service funds account for goods and services provided primarily to other agencies or funds of the
State, rather than to the general public. Internal Service Funds are presented beginning on page 282.
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION
NONMAJOR ENTERPRISE FUNDS COMBINING FINANCIAL STATEMENTS

Industries for the Blind — The New Mexico Commission for the Blind’s mission is to encourage and enable the
State’s blind citizens to achieve vocational, economic, and social equality. This proprietary fund is used to provide
career training and other assistance for New Mexico’s blind citizens and entails the operations of the Albuquerque
Training Center.

Corrections Industries Revolving Fund — This fund is used to account for certain activities of the Corrections
Industries Division of the Department of Corrections. These activities include the manufacture of furniture and textiles,
production of agricultural crops, and data entry services.

Environment Department — This fund is used to account for revolving loans for wastewater and drinking water
facilities.

New Mexico Magazine — New Mexico Magazine is a program of the Department of Tourism. The fund accounts for
the publishing and distribution of the monthly New Mexico Magazine.

New Mexico Public Schools Insurance Authority (NMPSIA) — NMPSIA 1is a self-insurance pool that provides
various benefits and risk coverage to participating public schools, school board members and public school employees,
plus retired board members and employees. Coverage provided includes property, casualty, workers’ compensation,
health, life, and disability.

State Infrastructure Bank — The State Infrastructure Bank is a proprietary fund administered by the Department of
Transportation. The fund is used to account for loans made for road projects.

Miners’ Colfax Medical Center — Miners’ Colfax Medical Center is a State owned medical facility in Raton, New
Mexico. The current organization is a result of a merger between the Miners” Hospital and Northern Colfax County
Hospital. Miners’ Colfax operates a 25-bed acute care hospital; a 37 bed extended care facility and various outpatient
clinics in Raton, New Mexico. Miners” Colfax has programs that serve both miners and non-miners.

State Fair Commission — This fund administers the operations of the annual New Mexico State Fair and the use of
the Fairgrounds facilities during the year

Department of Cultural Affairs — This fund administers the enterprise operations of the Department of Cultural
Affairs.

Education Trust Board — The Education Trust Board of New Mexico operates as a self-sustaining entity which is
administratively connected to the NM Department of Higher Education. This fund administers New Mexico’s Section
529 College Savings Plans under rules promulgated by the Board. The financial statements of the two savings plans
are presented as a private purpose fiduciary trust fund.
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION

COMBINING STATEMENT OF CASH FLOWS
NONMAJOR ENTERPRISE FUNDS
For the Year Ended June 30, 2020

(In Thousands)
New Mexico
Corractions Public chools Stats
Industriss Industries Eavironment New Maxico Insurance Infrastructurs
for the Blind Revolving Fund Department Magazine Anthority Bank
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from:
Faes for Servics g 4866 S 7172 § 3657 8 2684 8 304160 S
Gifts, Grants, and Contracts - - - - - -
Loan and Note Repayments - - 11,764 - - 113
Other Sovrees - 2 51719 - - 328
Cash Pavments to or for:
Suppliers (4,751) (6,042) (13415) (1,888) (390.265)
Employess (111) (1,338) - (723) -
Unemplovment Bensfits - - - -
Other Payments - (159) (4,658) - - -
Net Cash Provided (Used) by Operating Activities 4 (238) 2,527 73 3,883 44]
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Transfers In - - . 8,000
Transfers Out - - (8835)
Gifts for Other Than Capital Purposss -
Intersovernmental Recsipts - - 7779 - -
Other Noncapital Financing - - 884 - 2,332
Net Cash Provided by Noneapital
Finaneing Activities - - 7,668 - 10,332
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Acquisition of Capital Assats - (81)
Capital Debt 3arvics Payments - Principal - -
Procesds from Sale of Capital Assets - 56
Net Cash Provided (Used) by Capital and
Related Financing Activities - (23)
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts of Interest and Dividends of Investments . 50 107 . 1,773
Raesipts of Rent - 263 - -
Proceads from Sale and Maturity of [avestments - - - - -
Net Cazh Provided (Used) by Investing Activities - 313 107 - 1,773
Net Increase (Decreaze) in Caszh 4 b11] 10,302 73 16,000 441
Cazh and Cash Equivalents at Beginning of Year 164 1,569 166,663 1,626 88218 10.214
Cash and Cash Equivalents at End of Year 3 168 § 1619 § 176965 S 1699 § 115219 § 10,653
Cash and Cash Equivalents
Unrastricted 5 - 8 2 5 -3 - 5 19812 § -
Investment in State Gen. Fond Investment Pool 168 1,617 176,965 1,699 747 10,653
Investment in Local Government Invast Pool - . - - 94 660 -
Deficiency in SGFIP - - - - - -
Total Cash and Cash Equivalents $ 168 § 1619 S 176965 § 1699 § 115219 § 10.635
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION

COMBINING STATEMENT OF CASH FLOWS
NONMAJOR ENTERPRISE FUNDS (CONTINUED)
For the Year Ended June 30, 2020

(In Thousands)
Minars' Dept. of Education
Colfax Madical State Fair Coltural Trust
Centar C isston Affairs Board Total
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Recatvad from:
Faas for Servics $ 21348 S 9131 S 17 8 - 8 443,036
Gifts, Grants, ané Contracts - - ; 3,718 3,718
Loan and Note Eepavments - - - - 11,877
Other Sourees 1673 . - - 7308
Cash Payments to or for:
Suppliers (13.185) (5,852 (308) (2,566) (438.282)
Employess (19,155) (5,619) - - (26.546)
Other Payments - - - - (4.817)
Net Cash Provided (Uszed) by Operating Activities (8,328) (2,340) (291) 1,152 (4,105)
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Transfers In 739 . - - 8.73%
Transfers Ost - B - - (995)
Gifts for Other Than Capital Purposes 5,722 - - - 5,722
Interzovernmental Recsipts - - - - 1,775
Other Noncapital Financing 10,229 700 - - 14,145
Net Cash Provided by Noncapital
Financing Activities 16,690 700 - - 35,350
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Acquisition of Capital Assets (1,587) (196) (363) - (2,229)
Capital Debt 3ervics Payments - Principal (1,030) - - - (1,030)
Proceads from 3ale of Capital Assats - - - - 36
Net Cazh Provided (Uzed) by Capital and
Related Financing Activities (2,617) (156) (363) - (3,203)
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts of Interast and Dividands of Investments 23 - - 188 2,142
Receipts of Rent - - - - 263
Proceads from Sale ané Maturity of Investments - . - 3) (3)
Net Cazh Provided (Used) by Investing Activities 23 - - 184 2.400
Net Increaze (Decreaze) in Cazh 4,768 (1,836) (656) 1336 30,482
Cash and Cazh Equivalents at Beginning of Year 7151 2,761 1,602 9.617 300,586
Cash and Caszh Equivalents at End of Year $ 11916 § 925 § o946 & 10953 § 331,068
Cash and Cash Equivalents
Unrastricted $ 97 § L0 § - 8 - 8 21831
Invastment in State Gen. Fond Investment Pool 10,952 - G946 676 204 425
Investment in Local Government Invast Pool - - - 10,277 104,937
Deficiency in IGFIP - (175) - - (175)
Total Cash and Cash Equivalents $ 11919 § 925 § 946 3§ 10933 § 331.068

276



STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION

COMBINING STATEMENT OF CASH FLOWS
NONMAJOR ENTERPRISE FUNDS (CONTINUED)

For the Year Ended June 30, 2020

(In Thousands)

New Mexico
Corractions Public Schools State
Industries Industries Eavironment New Mexico Insurance Infrastructure
for the Blind Revolving Fund Department Magazine Authority Bank

RECONCILIATION OF OPERATING INCOME
TO NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES
Oparating Income (Loss) s 46 S
Adjustments to Reconcile Operating Income
(Loss) to Nat Cash Providad (Usad)
by Operating Activitiss:
Depraciation 10 83 . . 13
Realized (Gain) Loss on Disposal of Assats - 2 - - -
Changz in nat pension lizbility 22) 249 . 313 20
Changs in net OPEB fibility @1 (289) . 2 (13
Bad Debt Expanse - - - -
Net Changes in Assets and Liabilities Related
to Operating Activities:
Receivables Due From Other Funds @ (744) (3) 10 1,151 -
NotesLoans - - (3.803) . - 88
Inventorizs - 117 - -
Prepaid [tema Other Assets - - - (23)
Accounts Pavable/Acervad Liabilities Due
To Other Funds 3,200
Loss Adjustments - - - - 3m
Unearnad Revanue - - - (N 18

¥
[
[

6333 § Qs0) § @17 § 353

[
[
o
oo
[
oo

Net Cazh Provided (Used) by Operating
Activities $ 4 % (238) $§ 2521 § 73§ 3885 § 441
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION

COMBINING STATEMENT OF CASH FLOWS
NONMAJOR ENTERPRISE FUNDS (CONTINUED)

For the Year Ended June 30, 2020
(In Thousands)

RECONCILIATION OF OPERATING INCOME
TO NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES
Opzrating Incoms (Loss)
Adjustments to Reconcils Operating Income
(Loss) to Net Cash Provided (Usad)
by Operating Activities:
Depraciation
Realizad (Gain) Loss on Disposal of Assets
Changz in nat pension lizbility
Chang= in net OPEB liability
Bad Debt Expense
Nat Changas in Assets and Liabilities Related
to Operating Activitiss:
Rzceivables Due From Other Funds
NotesLoans
Inventorizs
Prapaid Items/Other Assats
Accounts Payable/Acerved Liabilities Due
To Other Funds
Loss Adjustments
Unearned Revenue
Net Cash Provided (Used) by Operating
Activities

Miners Dept. of Education
Colfax Madical State Fair Trust
Center Commission Board Total
$ (16,967) $ (4,766) $ (408) § 258 (19.533)
2,106 2,634 48 4894
- - - - 23
3,754 481 188 6,993
387 (100) 47 (76)
1,011 - 1011
(428) (522) 433 (107)
- - (3,715)
(63) . 54
. 124 101
(1,128) (133) 68 226 2,515
- - - 3,771
@) D)
$ (9.328) S (2.340) S 291) § 1.152 (4.105)
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION
NONMAJOR INTERNAL SERVICE FUNDS COMBINING FINANCIAL

STATEMENTS
June 30, 2020

Fleet Operations — This fund accounts for the operations of the Transportation Motor Pool and the State
Aircraft Pool, which provide ground and air transportation services to all state agencies on a fee basis.

Risk Management — This fund provides insurance coverage for all state agencies. Areas covered include
public liability, workers compensation, group health and life, unemployment compensation, surety bond,
and property insurance. Agencies are charged a premium based on several factors, including history and
number of employees.

Printing and Records — This fund accounts for the provision of printing services of all kinds to state
agencies according to an approved fee schedule. The fund also includes services for the retention and
storage of public records for all state agencies, which pay an assessment based on size and usage.

Communications Services — This fund provides voice and data telecommunications services to all state
agencies, which are assessed an annual fee based on size and prior usage.

Information Processing — This fund provides automated data processing services for all state agencies,
which are assessed an annual fee based on size and prior usage.

280



STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION

COMBINING STATEMENT OF NET POSITION
NONMAJOR INTERNAL SERVICE FUNDS

June 30, 2020
(In Thousands)
Fleat Fusk Printing Communication Information
Operations Management and R ds Services Pr T Total
ASSETS
Corrent Assets:
Investment in the State General Fund
Investment Pool s 4428 S 145,111 S 2,287 § 7864 S 50,795 § 214,485
Raceivablas, Nat 2 283 80 6,871 2 7,238
Inventories and Other Asssts - - - - 10 10
Total Current Assets 4,430 149 394 2,367 14,735 50,807 221,733
Noncurrent Assets:
Nondepraciable Capital Asssts - - - 8,738 131 5,865
Capital Assats, Nat 8,155 - 650 24,108 23,272 56,185
Total Noneurrent Assets 8,133 - 630 33,846 23403 66,054
Total Azzets 12,583 140 304 3,017 483581 74,210 287,787
DEFERRED OUTFLOWS OF RESOURCES
Deafzrrad Outflows - OPEB 28 38 100 140 735 401
Deferrad Outflows - Pension 474 963 1,662 2,338 1,240 6,677
Total Deferred Outflows 502 1,021 1,762 2.478 1,313 7.078
LIABILITIES
Cuorrent Liabilities:
Accounts Payable 281 12,643 236 587 1459 15,226
Accrued Liabilities 80 203 179 464 203 1,129
Unearned Revenue - 210 1 - - 211
Due to Other Funds - - - - 1 1
Other Liabilities 114 85,564 241 583 279 86,781
Total Current Liabilities 485 98,620 657 1,644 1,942 103,348
Noncurrent Liabilities:
Net Pension Liability 3,350 6.803 11,741 16,521 8.775 47,190
Nzt OPEB Liability 807 1,638 2,827 3,978 2,113 11,364
Other Liabilities 2 67,187 g - - 67,198
Total Noncurrent Liabilities 4,158 75,628 14,577 20,500 10,888 125,752
Total Liabilities 4,644 174,248 15,234 22,144 12,830 228,100
DEFERRED INFLOWS OF RESOURCES
Deferrad Inflows - OPEB 471 856 1,650 2322 1,234 6.633
Defarred Inflows - Pension 176 357 616 867 460 2476
Total Deferred Inflows 647 1,313 2,266 3.18%9 1.6%4 8.109
NET POSITION
Nzt Invastment in Capital Asssts 8,155 630 33,846 23,402 66,053
Rastricted for Other Purposss - - - 13,092 48,865 61,961
Unrastricted (Daficit) (359) (25,146) (13,371) (21,212) (11,270) (71,358)
Total Net Position $ 7796 S (25.146) S (12,721) $ 25,726 § 61001 S 56,656
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION
COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES

IN FUND NET POSITION
NONMAJOR INTERNAL SERVICE FUNDS
For the Year Ended June 30, 2020

(In Thousands)

OPERATING REVENUES
Charges for Services

Total Operating Revenues

OPERATING EXPENSES

General and Administrative Expenses

Depreciation Expense
Other Operating Expenses

Total Operating Expenses

Operating Income (Loss)

NONOPERATING REVENUES

(EXPENSES)

Interest and Investment Income

Gain (Loss) on Sale of Capital Assets

Nonoperating Revenues (Expenses)
Total Nonoperating Revenues

(Expenses)

Income (Loss) Before Transfers

TRANSFERS
Transfers In
Transfers Out

Total Transfers

Change in Net Position

Net Position - Beginning, as Restated

Net Position - Ending

Fleet Risk Printing Communication Information
Operations Management and Records Services Processing Total

6928 § 448,869 2387 § 48483 § 10,788 517.455
6,928 448,869 2,387 48,483 10,788 517 455
1473 435,860 7.692 38.208 7442 496.765
1.822 - 147 5,423 3,009 10,491

- 2,174 42 - - 2,216

0,205 438,034 7.881 43,721 10,541 500,472
(2.367) 10,835 (5.494) 4,762 247 7,983

- 4,838 - - 902 5,740

79 - 164 - - 243

29 9,722 17 30 - 9,708

108 14,560 181 30 202 15,781
(2,259) 25,395 (5.313) 4,792 1,149 23,764
8.605 18.608 5.305 16.222 11,547 60.377
(3.601) (17.703) (617) (7.978) (12,564) (42.463)
5.094 905 4.688 8244 (1,017) 17.914
2.835 26,300 (625) 13.036 132 41.678
4.961 (51.446) (12.096) 12,690 60,869 14,978
7,796 § (25,146) $ (12.721) § 25726 § 61,001 56.656
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION

COMBINING STATEMENT OF CASH FLOWS
NONMAJOR INTERNAL SERVICE FUNDS

June 30, 2020
(In Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from:
Fees for Service
Other Sourees
Cash Payments to or for:
Supplisrs
Employees
Net Cazh Provided (Uzed) by Operating Activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Transfers In
Transfers Qut
Other Noneapital Financing
Net Cash Provided (Uzed) by Noncapital
Financing Activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Procseds from Sale of Capital Assets
Acquisition of Capital Assets
Net Cash Provided (Uzed) by Capital and
Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Receipts of Interest and Dividends of [nvestments
Net Cazh Provided (Uzed) by Investing Activities

Net Inereaze (Deerease) in Cash
Cash and Cazh Fquivalents at Beginning of Year,
az Restated
Cazh and Cazh Equivalent: at End of Vear

Cazh and Cazh Equivalents
Investment in the State General Fund Investment Pool
Total Cash and Cash Equivalents

RECONCILIATION OF OPERATING INCOME
TO NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES
Operating Income (Loss)
Adjustments to Reconcile Operating Income
(Loss) to Nat Cash Provided (Usad)
by Operating Activities:
Depraciation
Changz in net pension Hability
Changs in nst OPEB lizbility
Nat Changas in Asssts and Liabilities Ralated
to Operating Activities:
RecsivablesDue From Other Funds
Prepaid Items/Other Assats
Insurancs Claims Payable
Acconnts Payable Acersed Liabilities Due
To Other Funds
Net Caszh Provided (Uzed) by Operating
Activities

Flaat Risk Printing Communication Information
Operations Management znd Records Services Processing Total

$ 6940 § 446394 S 2406 S 48374 S 10,967 § 518,081
133 21,830 156 - - 22,119

(5,185) (470,712) (2.687) (32,131) (4,584) (515,299)

(1,992) (4,350) (4,163) (9.306) (4,330) (24,183)

(104) (3.878) (4,290) 6.937 2,053 718

3,538 18,608 4.280 1,630 23,124 51,180

(289) (17,338) 89) (16,436) (7464) (41,636)

(3,160) 16,748 122 (4,710) (1,095) 7,903

89 18,018 4313 (19.536) 14,563 17,449

7% - 164 - 243

(31) 11 - (2,658) (2,678)

43 11 164 (2,638) 2433)

- - - 902 502

- 902 902

33 14,140 34 (12,433) 14,862 16,634

4383 134,971 2253 20,299 35,933 197,851

$ 4428 %8 149111 § 2287 § 7864 § 50795 § 214 485
4428 149,111 2287 7.864 30,793 214 483

$ 4428 % 146111 S 2287 § 7864 S 50795 § 2144835
$ 2367) § 10835 § (5.454) S 4762 S 47§ 7,983
1822 - 147 5423 3,08 10,491

462 444 1,208 (337) (632) 845
(11) (263) (238) (1,424) 927) (2,863)

13 300 1 (62) 178 440
(28) (396) (64) - 1 (487)
- (14,201) - - - (14,201)
5 (397) 140 (1,225) 87 (1,550)

S (04 S (3.878) $ (4200) S 6937 § 2053 § 718
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION

FIDUCIARY FUNDS

PENSION AND OTHER EMPLOYEE BENEFITS TRUST FUNDS FINANCIAL
STATEMENTS

Public Employees Retirement Association - (PERA) — PERA is a qualified, defined benefit, government
retirement plan established by the State of New Mexico to provide pension benefits for all State, County,
and Municipal employees, police, firefighters, judges, magistrates and legislators. PERA is comprised of
four separate systems which offer an array of retirement benefit plans to state, county, and municipal
employees, police, firefighters, judges, magistrates, and legislators.

Educational Employees’ Retirement System (EERS) — EERS is a qualified, defined benefit,
governmental retirement plan established and administered by the State of New Mexico to provide pension
benefits for all state certified employees, teachers and other employees of the State educational institutions,
junior colleges, and technical vocational institutes.

New Mexico Retiree Health Care Authority (RHCA) — RHCA is a cost-sharing, multiple-employer
defined benefit postemployment healthcare plan that provides comprehensive core group health insurance
for persons who have retired from public service with entities in the State of New Mexico.

Deferred Compensation Plan (IRC 457) — The State of New Mexico offers its employees a deferred
compensation plan (Plan) under Chapters 10-7A-1 to 10-7A-12, NMSA 1978, the “Deferred Compensation
Act,” is in accordance with Internal Revenue Code Section 457. The Plan permits employees to defer a
portion of their income until future years. Deferred compensation is not available to employees until
termination, retirement, death, or unforeseeable emergency. The Public Employee’s Retiree Association is
the trustee of the Plan; however, the Plan is administered by a third party administrator acting under contract
with PERA.
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION
COMBINING STATEMENT OF FIDUCIARY NET POSITION

PENSION AND OTHER EMPLOYEE BENEFITS TRUST FUNDS

June 30, 2020
(In Thousands)

ASSETS
Cash and Short-Term Investments
Investment in State General
Fund Investment Pool
Investment in Local Government
Investment Pool
Investments:
U.S. Gov't. and Agency Securities
International Securities
Cotporate Equity Securities
Corporate and Municipal Bonds
Partnerships and Other Investments
Securities Lending Collateral Invest.
Deferred Comp. Plan Invest.
Receivables:
Brokers
Accruad Interest and Other
Accounts Receivable
Component Units
Participant Loans
Capital Assets, Nt
Total Assets

LIABILITIES
Accounts Payable
Accrued Liabilities
Due to Brokers
Uneamed Revenue
Deposits Held in Trust
Other Liabilities

Total Liabilities

NET POSITION
Restricted for:
Pension Benefits
Other Employee Benefits
Defined Contribution
Net Position

Educational
Public Employees New Mexico Deferred
Employess Retirement Retiree Health Compenzation
Retirement System Care Authority (IRC 457) Plan Total
946,091 186,404 - - 1,132,495
17,082 8,313 46,961 41 73,297
- 106 - - 106
889,227 334938 - - 1,224,165
2,359,039 2,907.281 172,875 - 5439213
2,145,190 2,457,879 216,299 - 4.819.368
1,450,366 358,500 174,843 - 1,984 218
7,274,001 6,663,914 224257 - 14.164.262
296,084 - - - 296,084
- - - 649.693 649.693
1,136,799 123,096 - - 1,259,895
- 10,716 - - 10,716
28914 93110 18,123 26 140,173
- - 301 - 30
- - 796 12,335 13,131
10,923 1,497 222 - 13,642
16,553,226 13,147,763 833,677 662,005 31,220,761
4609 3464 4,796 - 12,869
355 336 %0 3 784
1,376.320 123,138 - - 1,499.458
- - 400 - 409
2,738 114 - - 2,352
206,442 1,516 20,710 9 318,677
1,680 464 128 368 26.003 12 1,835,049
14,874,762 13,019,195 - - 27,893,957
- - 829.672 - 820.672
- - - 662,083 662,083
14,874,762 13,019,195 820672 662,083 20,385,712
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION
COMBINING STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

PENSION AND OTHER EMPLOYEE BENEFITS TRUST FUNDS
For the Year Ended June 30, 2020

(In Thousands)

ADDITIONS
Contributions:
Emplovee Contributions
Emplover Contributions
Other
Total Contributions

Investment Income (Loss):
Nat Inereass in Fair Value

of Investments
Interest and Dividends

Leass Investment Expense
Net Investment Income

Other Additions:

Other Oparating Bevenues

Total Other Additions
Total Additions
DEDUCTIONS

Benafits and Claims
Refunds

General and Administrative Expensss

Other Operating Expenses
Total Deductions

Change in Net Pozition

Net Position - Beginning, as Restated

Net Position - Ending

Educational
Dublic Emplovess New Meaxico Deferrad
Emplovyas: Ftirament Retiree Hzalth Compenszation
Rstirsment Svstem Carz Avthority (IRC 457) Plan Total
300486 5 327,998 173,132 § 41,705 848,321
371,751 451,556 144 756 - 068,063
8 - - - 8
672,245 778,554 322,888 41,705 1,816,352
(404,622 (36.836) 8,623 8,546 (422.889)
243504 104,357 217 15,365 364,503
(160,718) 67,521 10,500 24,311 (37.986)
63,574 143,400 386 - 209,360
(226,292) (75,879) 10,514 24 311 (267,346)
36217 1,968 30,758 107 121,051
59217 1,968 55,759 107 21,051
505,170 705,643 393,161 66,123 1,670,087
1,273,861 1,165,305 - 47481 2,450,647
44011 50,956 579 - 06,446
13,865 10,600 319,615 1,576 345,686
680 278 43 - 1,001
1,333,347 1,231,138 320,237 45,057 2,933,780
(828,177) (325,496) 72,924 17,066 (1,263,683)
15,702,535 13,544 651 736,748 645,017 30,648,365
14874762 § 13.019.195 820672 $ 662.083 29,385,712
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION
FIDUCIARY FUNDS
EXTERNAL INVESTMENT TRUST FUNDS FINANCIAL STATEMENTS

State Investment Council — The State Investment Council (Council) is responsible for the investment
activities of certain State of New Mexico Trust Funds. Pursuant to New Mexico law, the Council created
the following investment pools: Large Capitalization Active, Large Capitalization Index, Core Bonds,
Structured Credit, Mid\Small Capitalization, Non-U.S. Equity Securities, Non-U.S. Emerging Markets, and
Absolute Bonds. The investment pools provide long-term investment opportunities for state agencies and
designated institutions that have funds available for a long-term investment program that will extend for
more than one year. Only the portion of the fund that is not owned by the State is presented as an External
Trust Fund. Other portions of the fund that are owned by State entities are presented in both the
Governmental Funds and Proprietary Funds as assets of those respective entities.

State Treasurer — The Office of the State Treasurer holds and invests monies for other state agencies and
local governments through the Local Governmental Investment Pool. Only the portion of the fund that is
not owned by the State is presented as an External Trust Fund. Other portions of the fund that are owned
by the State are presented in both the Governmental Funds and Proprietary Funds as assets of those
respective entities.
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION

COMBINING STATEMENT OF FIDUCIARY NET POSITION

EXTERNAL INVESTMENT TRUST FUNDS

June 30, 2020
(In Thousands)
State
Investment State
Council Treasurer Total
ASSETS
Cash and Cash Equivalents 5 3,054 02673 S 06.627
Investment in Local Government
Investments 85,356 690521 184,877
Recetvables 2.392 191 2,583
Total Assets 01,702 792385 884.087
LIABILITIES
Other Liabilities 2072 32148 34,220
Total Liabilities 2072 32,148 34,220
NET POSITION
Held in Trust for
External Investment Pool Participants 89,630 160,237 849 867
Net Position § 89.630 760237 § 849 867
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION

COMBINING STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
EXTERNAL INVESTMENT TRUST FUNDS
For the Year Ended June 30, 2020

(In Thousands)
State
Investment State
Council Treasurer Total
ADDITIONS
Pool Participant Deposits S 3581 S 703,612 5 711,193
Investment Income (Loss):
Net Increase (Decrease) in
Fair Value of Investments 13 3,849 3,004
Interest and Dividends 3.126 - 3,126
Total Additions 8.782 709461 718,243
DEDUCTIONS
General and A dministrative Expenses 3220 - 3,220
Distributions - 620,626 620,626
Total Deductions 5.220 620,626 625,846
Change in Net Position 3.562 88.833 92,397
Net Position - Beginning, as Restated 86.068 671,402 757.470
Net Position - Ending S 89630 § 760237 § 849 867

* The pool participant deposits reported for the State Treasurer above is net of actual pool participant deposits
and withdrawals.
** Includes reduction of interfund investments.
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION
FIDUCIARY FUNDS
PRIVATE PURPOSE TRUST FUNDS FINANCIAL STATEMENTS

Scholarship Fund — This grouping includes scholarship trust funds administered by the Higher Education
Department and the Public Education Department.

Higher Education Savings Fund — The 529 Higher Education Savings Plan is a variable return college
savings program that enables individuals to save and invest in order to fund future higher education
expenses of a child or beneficiary. The program is designed to be a qualified tuition program under Section
529 of the Internal Revenue Code of 1986, as amended, and is maintained by the Education Trust Board.

Water Trust Fund — The Water Trust Fund accounts for monies appropriated, donated, or otherwise
accrued in the fund for the water project fund, which is administered by the State Investment Council.

Bartlett Trust Fund — The Cultural Affairs Department is the administrator of a trust fund which was
privately endowed for the benefit of the Museum of International Folk Art.

Children’s Trust Fund - This fund accounts for a part of marriage license fees as well as private donations
for the purpose of advocacy of children and prevention of child abuse and neglect.

Children’s Trust Fund Next Generation — This fund accumulates resources for programs that provide
positive child and youth development activities.

Office of Superintendent of Insurance — This fund is comprised to two funds:
a) Patient’s Compensation Fund — This is a medical malpractice insurance risk — assuming fund
mandated by the Medical Malpractice Act.
b) Trust Fund for Policyholders and Creditors of insurance companies which have entered into
receivership.
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION
SCHEDULE OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES

AGENCY FUNDS
Year Ended June 30, 2020
(In Thousands)

Agency Funds — Agency funds report amounts which are held for other persons or governments in a fiduciary capacity

before final distribution or resolution.

Balance
July 1,2019 Balance
as Restated Additions Deletions June 30, 2020
Assets
Cash and Cash Equivalents § 22,383 13,827 13822 § 22.3%0
Investment in State General Fund Investment Pool 62,085 17,175,303 17,201,737 36,551
Investment in Local Government Investment Pool 1,903 2,466 43 4328
Due from Other Parties 1971 1.971 -
Due From Component Units - - - -
Receivables, Net 334.667 10,726,361 10,740,634 340.594
Other Assets - 462 - 462
Total Assets 5 441942 27.920.590 27938207 § 404,325
Liabilities
Accounts Payable ) 610 3,270,138 3208730 § 2.009
Accrued Liabilities o4 1,473 1,467 100
Due to Component Units 13,633 16.634 16.338 14,001
Due to Other Parties 62 4146972 4147034 -
Intergovemmental Payables 306,143 450,207 495,008 351252
Deposits Held in Trust 26,288 22.104.262 22,096.808 33,742
Other Liabilities 3,060 331434 333,203 3221
Total Liabilities § 441942 30,321,160 30338777 § 404323
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STATE OF NEW MEXICO

OTHER SUPPLEMENTARY INFORMATION

COMBINING STATEMENT OF NET POSITION
NON-MAJOR COMPONENT UNITS

June 30, 2020

(In Thousands)

Non-major Component Units

There were seventeen non-major component units at June 30, 2020. They are as follows: UNM Alumni
Association; UNM Lobo Club; UNM Anderson School of Management Foundation; New Mexico Tech
Foundation; New Mexico Highlands University (NMHU) Foundation; NMHU Stable Isotopes Corporation;
Western New Mexico University Foundation; Eastern New Mexico University (ENMU) Foundation;
ENMU Roswell Foundation; ENMU Ruidoso Foundation; Northern New Mexico College Foundation;
New Mexico Military Institute Foundation; New Mexico School for the Visually Impaired Foundation;
Cumbres & Toltec Scenic Railroad Commission; New Mexico Renewable Transmission Authority; the
New Mexico Small Business Investment Corporation and State Charter Charter Schools.

299



00¢

- SMOIN() paaraja(] [eI0]

- BowEURg - sao[HA) pRIEIEQ
- gad0 - suoHap PR

SIDYNOSTY 40 SMO'TALN0 AN iIIa

PETTI 65FTT PSITL TFTBL 0£0°6T Y09y 90.°E 6EL°6 EJIEEY [EIOL
SETTI 69T°CT 80501 CI¥LT cI6'9 - - FJIEEY JUALIMIWON TEJO]
- - L1 186 68E°1 - 13N ‘siEesy [ERdEn) BEYI0
81 ELT £8¥9 - - - sjzssy [epde]) s|qeResdapuop]
- - 9l6 SET - - SRSy JUSIMIDUON B0
CET'TT ITITT 3076 969°8 - - - SJUSSEALT
N N - - 1€ - 12N ‘sqrawosy suRO]
- N o) - - SJUSUISSAUT P15
¥8I1 0T0°'1 - - SUE[EAIDE YFRD) PUT YR PRRINEY
(EjESSY JURIFDUCN
6¢ 061 911 LT SITTT 09+ 90L°E 6EL'E EJREEY JUALINT [EI0]
N N - - - - - Lojuman]
14 < - £ - 8T 8T sesudxy predasg
) £l § ST 9T I8E - z 12N ‘ElqEAEDRy
- - - - [ - JURWILIRACN ATRWNIJ W] 2]
- 8¥8'1T £BLT BLFS SJUSHESATT
€9 - - - sjusjeamby s PUE Ys2) pRiansey
- - [ood JswsEAU]
JURWILRACS [E20] 1 JUSS2AU]
8¢ § Ul 5 Sev 3 £L9 1&C 3 FBET $ 839°¢ § IETT 5 SuEEATby YFE) U YTE)
1S3ESSY JURIIND
SLISSY
uoEpUNO UOTEPLNO ] uoTjEpUNO] uoijezodioy) uonEpUNC]  UOHEPUNO] UOHEPUNO] (R VOTRID0sSY
TEas0y Apsreatun) Apszearnn) s=dojost 2|qRIg Apsratun el “35JN 30 sjo0nRg g0 T
- ININE REN aEN 0IRERY AN - NHNN SpUR[YEY OIREN aBN Doszapuyy NN NN
et | UEIEEA AR 22N sl

(spuesnoy ], uy)

0702 ‘o€ dung

SLINN INANOJINOD HOrvIN-NON

NOILLISOd LAN 40 ININALY LS ONINIFINOD
NOILVINJOANI AYVININATddNS HAHLO

OJIXHIN MAN A0 ALVLS



10€

£85°0L £8S0L - - - - - - - SMO[pINQ pasijaq [vI0]
cIe'ss cre'se - - - - - - - BoEURg - SA0|lA0 pRIEIE
89711 89711 - - - - - - - G340 - swopnQ perEsEQ

SINN0SIY 40 SMOTLLNO I IIIa

LBLL9F £91°991 LTT'86 I8¢ [ di4 €LT 79c'co TLO'Y £Tr 5255y [EI0]
£19°70¢ 96.°C8 I+0°c9 - 19791 $<1 L08'E9 656°¢ (434 £)2ETY JUALINITON [EI0]
ST £eeieg - - 7091 - 1 - - BN ey EidE) BYIQ
90897 1#7°81 - - 659°1 - sizesy [EandeE)) sjqErasdspuon
006'C - - - - 65LT - - sjsesy JUSHIASUON BUIQ
F0£'8L - 16T - #<T 06€°61 6S6°E 7€t SjuREEAl]
78579 - 18579 - - - - - 1=)] EIqEARRRY sURO]
LTSt - - - - LLLTH - - SJUSUIERAU] PRIRINSEY
+0T'1 - - - - - - - sjusearaby yse]) PUT YSE)) PRIoNRIsEy
8)2ESy JUSIMIDUON]
LS9 L9678 [N T8¢ 6% 1z $e9'1 SIL 161 £)2ETY JUALIN) [E)0]
344 - - - 344 - - - - Loyu=au]
¥TL €79 7 3 €€ - - - - sasuadxy predasg
$IS'T 108 £ 1T +50°'T - 79 - ¥ =) ‘sEqrAIEaRy
1T 651°9 - - - - - - - JURBWILIRACH AFEWRIG WOl #0(]
LEO'9S zot 978°TT - - SjuRURsEAU]
LFTHT L90°TT LEST - - sjuR[RAIby USR] pUR USE) PRIOIISTY
8FE0T - ot 97T - - - joog jusunsEAU]
JURIIIEAON [ED0] UF JUSWHERAT]
L¥8FL £19°79 s 8T s 9T $ €987 § 1z §oo9g ) S L8 13 Sjus[RAIbY YEE) PUE UFED
SjRsy JURIND)
SIISSY
sup) sjooyag "ding Aysoyiny UOWSIUWO)  WONEpUNO]  UONEpUAO]  UONEpUNO] UOHEPUO]
joeuoduso]) =Y JoRsRAT] UOSSRUSURSL W weeg  pesedw Afemsiy  =mneu] ===q100 osopiy
ofewuopN sag [jewg FqEasuEy F=eLF 303 J00YRg Ay OINUE] AEH] - NNNE
meL RN N s=uquny) oy aEN 0T MmN IRYLON

(spuesnoy ], uy)

0702 ‘o€ dung

(QANNILNOD) SLINN ININOJIWOD YOIrVIN-NON
NOILLISOd LAN 40 ININALY LS ONINIFINOD
NOILVINJOANI AYVININATddNS HAHLO

OJIXHIN MAN A0 ALVLS



0¢

TLTTT 3O19TIT S90°TT s - S 888Fl 5 1.£8C 5 ¢ci9¢% S €871 T B (Y3 () wontsog J3y [¥101
96T°¢C 868 0Tt - £eeT 5861 £50'g €871 €006 (yPuRQ) vonEog =1 pRIRIERIUN
985°F 91101 LEE - §89°1 £60°T TLs - - seeoding =10
F|qepusdxg
066'1 66601 grz'ot - 9FT's 005°¢S - - - s|qepuRdxEuoN
pEeEy
841 76T - 1199 58¢°1 - - - jzesy [EdR) UT JUBUNERATT 121
NOILISOd 1IN
- - - - - - £0€ - saopu] paasaga( [€I10]
- - - - - - - - AR UONUR] - SMOQUT PRIRIE
- - - - - - - - - A3qEr] 380 - eyl PR
- - - - - - - £0€ - snuRAFY PIUIESU)
SIDWNOSTY 0 SMOTINI QI IIIa
Fd 867 685 - $oEE 659 6.6 T4§4 9g saRIIqET] [810]
- - - - IIT'S 3 - - - SANIIQET JUALINITON [EI0],
- - - - IIT'SE F - - - SETT =0
- - - - - - - - - Anpger] g340 BN
- - - - - - - - - Aypger] vokuRg BN
SEIGET JUSIMAUON
44 867 E8¢ - e £59 6.6 0T1°T 9¢ SIPIIQETT JUAIN) [E30]
- - - T #79 - - - SEHEIT EY0
- LOE - - - - - - SETIQ 107 PIEH PU]
- I8T - - - 90¢ 0TIt - JEEwBEACn AFEWiEg 0F 3
- - - - - - 699 - - snuRAFy pRUIESU)
- LST - - z 87 - - - SENIIEI] PRRIY
Fud 153 - - 0z - ¥ - 9g 2[qe4e g SjUA02Y
“mﬂ,:%..H HSE_O
STIITIIVIT
uvonEpune ] TOHEPUNC ] uoEpUac ] woreredio]) UOHEPUNO  UOHEpUAC] ToEpULC] 9D GOHEROY
TEusey Aysrzatn) Aurawn sdoosTEgRy AERamp =L “IEN 30 feouRg 0907 ALY
- INNE COME MEN  OORE] 22N - NHINN SPURIUET  OORE[Y 43N BOSIEPUY riig] NA
uIEsEg WIESENY OIREIN 4EN NN

(spuesnoy ], uy)

0702 ‘o€ dung

(QANNILNOD) SLINN ININOJIWOD YOIrVIN-NON
NOILLISOd LAN 40 ININALY LS ONINIFINOD
NOILVINJOANI AYVININATddNS HAHLO

OJIXHIN MAN A0 ALVLS



€0¢

§8CTOT (C66+TD) TL1598 0¥ 8L [ T OBLEBF9 T 00TF T 3 (mya() wonrsog 13y [€10]
(TLTLoD) (£8€°0LT) - 0851 ¥4 080°0T £97 +ot (yPu=Q) vomsog =1 pRIRNsEIUN
0LTHET - L1598 0% - 1291 B0E°LT - L sssodmg =0
F|qepudiyg
£66°C6 305708 687 LT LE8°E 1T =|qEpu=dREuoN]
pRIEERY
S65°6E ¥68°FT - 19791 - sjeesy [ENdE) UF JUSWISRAUT 180
NOILISOd 1IN
TLEST 99 L¥ - £08 - sMopu] pausaja( [¥I0L
0TEStT 0ze'st - - - AJIqET] UORURS - SMOFU] pRREIE(
9¥r e 9t TE - Apger] @340 - SwopY] pRIEE
8071 - - c06 - SURAFY PIUIESU[
SIDUNOSTY 0 SMOLINI QI IIIa
808°97¢ CLEETE 01LT 08 B0LT +89 $LS [iH4 SIPIIQEIT [¥30]
65+ 00 0ZEL6T 1z SIPIIQEIT JUALINIWON [EI0]
LETBL 860°9L 1z SERgETT B0
018°8¥ 0188w AnpgeEr] g340 #N
TIFTLT TIH'TLT Appqer] BoEuEg 13N
SSENIIEIT JUSIIDUON
6¥E°9T <5991 1Ll 08 (89T +89 $Lg [i}4 SIPIIQETT JU3IN) 6301
88L°¢ £0T o1L't il 0LE 76¢ 09 - SENETT B0
LO€ - - - - - - SR 03 PIEH U]
9Eg 6F - - 697 0£€ JuRwUIRACY ATPURIZ 0 0
BELT <L - I1L - +81 sUAFY PRUITSUN
LEFHT 6L0°FT - - 0L 0T - - TR PRy
1047 6717 - oL 9cE £ - 0z #|qeieg sjUn00Y
SRIIGEYTT JURRN)
STLIMIVIT
s3rup) sjooyRg ‘dro) Auoypay UOWSIUAGO])  WOHEPUSC]  UOHEPUNOJ  UOHEPTNO] wonEpUaO]
juznedwo) =YD JUBURSEAT] UOISSTUEURI T Wy w=ag  pEredwl AEasy mnEu] 252100 osopIy
sofewuop sag [Ewg s|qeasuzy =0l ¥ 301 Jootag ArEpIY QIR N - NNE
[EloL N N s=aqwan) oL asN 0IR[P AN TEYPON

(spuesnoyJ, uy)

(QANNLLNOD) SLINN ININOJINOD HOLVIN-NON
NOILISOd LiAN 40 INHNALV LS ONINIFINOD

NOILVINHOANI AYVININWATIdNS HHHLO

OJIXHIN MAN A0 ALVLS



Y0

Wi S 91T S 90Tl $ - S 93371 S ILEST [ S 871 S 0.6 S (oga() wpuy - uomisod 12N

9Tl 168702 01901 - 18L€1 e8It 6+9°¢ Tl 656 paje)say se ‘SummiSag - uonIsod 1N

L06 971 ccr - LOT°1 9¢¢ ] 9¢ 4[4 uonIsog Jay ut a3uey)

609 69€T ceL - (89) 915 9L w 8T sanu2AY [e1RURD) [B10 ]

8IS 088 Fer - (9¢) 915 9L a @ 20T JURURSAAU]
- 0€ R0

16 6811 10¢ - @ - -
- - - DOTI[] AN JO 21EI 01 JUAWARJ

- - - 0OWTN] 3N JO 21B1§ WO JURWAE
‘sasuadig W seNURAIY RO

867 o' (087 - SIN] (086) (oo1) 1 (3¢) sanuaAay (sasuadig) BN

- anuaAy JUBID)
‘sanuaaay Sumeradouo)]

68¢ 191 1319 801 180T 0811 068 e 9L sanuaAY WeIS0ld 10
68¢ 191 €y - 1807 0811 s1¢ LH0°C €L suopnquyuo) pue sjuex) Suneradp
- - - so01 - - (@RS - 3 530KAIRg J0J SAETRY)
ISaMUARY WEIS0ig
16T S 9971 § fEL s 801 S 956 $ 09It § 066 § €80 S I ) sasuadyg
UOREPUTIO I UOHNEPUTO UOREPUTO UOTNEPUMO ] UOHEPUO I UONEPUTIO I UOREPUTIO I qnpy UONEROSSY
MRSy Auszaaun Apsoamn)  sadolospejgeig  Awsraamp) ool 18\ Jo s[00yag 0qoT Ty
- [INNE OORRJ M3N  OJRIPN MIN - NHNN SPUEIYETH ORI MAN GosIpUY NN NN
wRysey wiRlsa g OORAJN MEN NN
(spuesnoy ], uy)
0702 ‘o€ dung

SLINN ININOdIWOD HOIrVIN-NON

SALLIALLOV 40 INFWHALV LS ONINIFINOD
NOILVINHOANI AYVININWATIdNS HHHLO

OJIXHIN MAN A0 ALVLS



S0t

830701 § (Ce6¥Tl) S LIC96  § 10F S I8l $ ol § 8819 001 [ S (iogeq) Sutpuy - wonIsed JaN
CEeo7 (Lzeoen) 169°3¢ 901 080°L1 o1 706769 Ceee (i} pasay st ‘Bunnn3ag - uonisod 1N
€CTo8T TEE1L 978°LC (6T 19, 01 L€ crl ) uonIsod JaN ut a3uey)
£08791T 9.9°671 0£0°6C 6.9 13 7 199° 38 #C sanuaAy [EIRURD) [EI0 L
6859 - Tl t 9 4 199° e - 20T JURUASIAU]
6ECC LT0°€ - - cL - - - #C R0
6L0°C07 619°971 ceL'Le ¢L9 - - - - - DR M2 Jo 11§ woxy uRwAEg
52 mﬂu%ﬂm ﬁ muﬂﬂu.wu.m ,q.unﬁo
(¥ccos) (FFe80) (Cra)] (¥8¢) 089 8 (cs0) % (1) sanuaaay (sasuadyg) 12N
CT6¢CE 708°t€ - ¢ss $70°L 07 0pL1 6L1 91 senuaAYy weIsosg [ej0 L
65TSH 798°CE - (ss 1€67 07 6 6L1 91 SUORNQIRUO) pue sjuex) EuneradQ
989°L 0t6'1 - - (LY - 9t¢ - - saolARag J0j sadrey)
'SANURAYY WEIZ01J
6LE0C1 S orIEll S w071 S 6971 § 8959 s U § 07 (8 S L8 S sasuadiy
mu_ﬂb mﬁ.u _.....ﬂum ._HEQ Lﬁﬁoﬁﬂ.’h ﬂo.ﬁ m._._._HEoU .E_u.._u.mﬁq_._.o .n— ﬂoﬁmﬁgo n— ﬂoﬁmﬁgo n— doﬁmﬁq:.o .n_”
1aauo _MEQQ hwt.m_ﬂu uuns w.w.BH =owmmﬁnmqmu.“_.. MM u..Eb u.m vwh.m &E %ﬁmﬂmww wwﬂuﬁmﬂm aga —._OU_ Q0 mo.v_"___.._.m
uo_.m.n_uaoz =5 wimﬂm ,—.—.N.EW mﬂﬁ—m..ﬁmsm .Um:o..—.. @. uo-.« ﬁooﬂum L..HHNH_.—.—H.ﬂ auﬂuuﬁ ?m? - DHﬂ.?.sN
0L AN AN saiqum) 0ORA MRN 0\ MAN waygpoN

(spuesnoy ], uy)
0Z0T ‘0€ dung papuy Iedx Ay) 1oy

(QANNILNOD) SLINN ININOJINOD HOIVIN-NON

SALLIALLOV 40 INFWHALV LS ONINIFINOD
NOILVINHOANI AYVININWATIdNS HHHLO

OJIXHIN MAN A0 ALVLS



STATE OF NEW MEXICO
ANNUAL FINANCIAL REPORT
FOR THE FISCAL YEAR ENDED JUNE 30, 2020

STATISTICAL
SECTION

EAGLE NEST LAKE STATE PARK
SOURCE - WWW.NEWMEXICO.0RG




STATE OF NEW MEXICO

ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

INDEX TO STATISTICAL SECTION

The Statistical Section provides additional historical context and detail to aid in using the information in the financial
statements, notes to the financial statements and required supplementary information for the primary government of
the State of New Mexico in understanding and assessing the State’s overall financial health.

Financial Trends Information
These schedules present trend information to help the reader understand how the State’s financial performance and
fiscal health have changed over time.

Schedule A-1 Net Position by Component 311
Schedule A-2  Changes in Net Position 313
Schedule A-3 Fund Balances, Governmental Funds 319
Schedule A-4  Changes in Fund Balances, Governmental Funds 321

Revenue Capacity Information
These schedules contain information to help the reader understand the State’s capacity to raise revenues and the
sources of those revenues.

Schedule B-1 Schedule of Revenues, State General Fund 323
Schedule B-2 Revenue Base 329
Schedule B-3 Revenue Payers by Industry — Taxable Sales, Services, and Use Tax Purchases 331
Schedule B-4 Revenue Payers — Personal Income Tax 332
Schedule B-5 Personal Income Tax Rates 333

Debt Capacity Information
These schedules present information to help the reader understand and assess the State’s levels of outstanding debt
and the State’s ability to issue additional debt in the future.

Schedule C-1 Ratios of Outstanding Debt by Type 335
Schedule C-2 Long-Term Liabilities 337
Schedule C-3 Legal Debt Margin 339
Schedule C-4 Statutory Debt Limit — Severance Tax Bonds 341
Schedule C-5  Pledged Revenue Bond Coverage 343

Demographics and Economic Information
These schedules contain demographic and economic indicators to help the reader to understand the environment within
which the State’s financial activities take place.

Schedule D-1 Demographic and Economic Indicators 345
Schedule D-2  Principal Employers 346
Schedule D-3  Composition of Labor Force 347
Schedule D-4  Public Higher Education Enrollment 349

Operating Information
These schedules offer operating data to help the reader understand how the information in the State’s financial report
relates to the services it provides and the activities it performs.

Schedule E-1 Full-Time Equivalent State Employees by Function 351
Schedule E-2 Operating Indicators by Function 353
Schedule E-3 Capital Assets Statistics by Function 359
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ANNUAL FINANCIAL REPORT
For the Year Ended June 30, 2020

INDEX TO STATISTICAL SECTION
Other Information
These graphs and schedules offer a historical view of expenditures in constant dollars.

Schedule F-1 Expenditures — Historical and Constant Dollars 361
Schedule F-2 Per Capita Expenditures — Historical and Constant Dollars 362

Sources: Unless otherwise noted, the information in the following schedules is derived from the State of New

Mexico Annual Financial Report.

Note: The statements which comprise the Statistical Section have not been audited.
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STATE OF NEW MEXICO

NET POSITION BY COMPONENT

Last Ten Fiscal Years
(In Thousands)

Governmental Activities
Net Investment in Capital Assets
Restricted
Unrestricted
Total Govemnmental Activities Net Position

Business-type Activities
Net Investment in Capital Assets
Restricted
Unrestricted
Total Business-type Activities Net Position

Primary Government
Net Investment n Capital Assets
Restricted
Unrestricted
Total Primary Government Net Position

Fiscal Year
2020 2019 2018 2017 2016
3RT1617 S 5826283 S 5866806 S 3.904.225 3.030.820
30,024,134 27.578.790 25740851 23268593 18311421
(4,658434) (3216,115) (4,690.920) (3,311,309 (326978)
31337317 °§ 30189938 S 26916737 S 25,861,508 23915263
1808184 § 1770690 S 1755991 § 1,742,099 1,654,692
1,113,160 1,386,077 1,319,357 1,251,369 1317251
(970,769) (1,903,986) (1,347,633) (346,437) (975,829)
19350575 § 1250781 § 1527697 § 2,147,011 1,996,114
7779801 S 7396973 § 7622797 S 7646323 7583511
31,137,204 28,965,863 27,060,209 24,519,962 19,628,672
(5.629.204) (3,122,101) (6,238.379) (4,157.768) (1,302,806)
33287891 § 31440739 S 28444427 § 28,008,317 23911377
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STATE OF NEW MEXICO

Governmental Activities
Net Investment in Capital Assets
Restncted
Unrestricted
Total Governmental Activities Net Position

Business-type Activities
Net Investment in Capital Assets
Restricted
Unrestricted
Total Business-type Activities Net Position

Primary Government
Net Investment in Capital Assets
Restncted
Unrestricted
Total Primary Government Net Position

¥ Implementation of GASB 68 - Effictive FY13

SCHEDULE A-1

(Accrual Basis of Accounting)

Fiscal Year
2012 2011

2015 2014 2013 as Restated as Restated

§ 5356468 S 5164435 35251 S 6463198 6671011
12,658,737 6.923.810 4774368 5542341 3,683,913
7,138,003 1464 404 2417.608 430,731 261333

§ BB S 13,554,739 14548 § 12456470 12,618 257
S 1382677 S 1,517,364 1507921 § 1488738 149124
987,021 2919494 2,143,068 1471752 1978206
(827.718) 139334 697.511 1236024 767876

5 1743980 S 457619 4348500 § 4216514 4237306
] 6,946,145 § 6,681,799 7060493 § 7.931,936 8.162.233
13,645,758 9,845,304 6917436 7014293 7664119
6,330,287 1,603,828 3115119 1,706,733 1,020.209

5 26922190 5 18,130,931 17093048 § 16,672,984 16,833,363
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STATE OF NEW MEXICO

CHANGES IN NET POSITION

Last Ten Fiscal Years

(In Thousands)
Fiscal Year
2020 2019 2018 2017 2016
Program Expenses
Governmental Activities:
General Control $ 946,145 § 949925 § 1244170 § 1722398 § 1,706,181
Culture, Recreation, and Natural Resources 294254 263,383 247368 247510 239,104
Highway and Transportation 952,604 876,159 805,736 824522 987512
Tudicial 367458 341818 306,806 304,097 315829
Legislative 26.741 28,024 24.068 26,834 23184
Public Safety 593.994 548.909 5§34.228 552421 498.391
Regulation and Licensing 207,749 194.956 175,084 124,269 118,403
Health and Human Services 9.447.582 7.864.173 7,982.533 8.008.413 8,008.413
Education 3,929,465 348307 3,167,364 3,286,148 3,554,909
Unemployment Benefits - - - - -
Interest 112,126 130,183 123439 115,594 123,083
Special Items
Reduction of Recevable, Internal Service Fund - - - - -
Total Governmental Activities Expenses 16,878,118 14,680,602 14,610,795 15,212,206 15,575,011
Business-type Activities:
Educational Institutions 2,802,997 3,844.396 3,645.245 3,383,288 3,126,892
Public Schools Insurance 397,157 370,389 354,996 383.282 395,579
Environmental Loans 1,387 2,726 1,526 1,949 2,266
Lottery
Miners' Colfax Medical Center 40490 37,506 34807 33,180 31,295
Unemployment Insurance 1.547.564 137,995 166.040 178,334 195.506
State Fair 15,007 15919 16,357 16,124 14,841
Other Business-type Activities 19,248 22845 20536 18,269 16,524
Special Items - Expo - - - - 866
Total Business-type Activity Expenses 4823850 4431.776 4239508 4.015,026 3,783,769
Total Primary Government Expenses b 21,701,968  § 19,112,379 § 18,850,302 § 19227232 3§ 19,358,780

# In fiscal year 2011, the New Mexico Lottery Authority was determined to be a discrete component unit. Prior to fiscal year 2011, the New Mexico
Lottery Authority was considered to be a blended component unit and was presented as a nonmajor proprietary fund.

+In 2010, the President of the United States signed into law the American Recovery and Reinvestment Act (ARRA) of 2010. The State accounts
for all ARRA revenue and expenditures under fund 89000, which is classified as a special revenue fund. Under ARRA, the State received federal
unemployment monies that were accounted for in fund 89000. The Unemployment expenditures reported in the governmental activities represent
funds from ARRA.

*In fiscal year 2006, the Unemployment fund was determined to be a nonmajor propriety fund.
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STATE OF NEW MEXICO

SCHEDULE A-2

(Accrual Basis of Accounting)

Fiscal Year
2014 2013 2012 2011
2015 as Restated as Restated as Restated as Restated
Program Expenses
Governmental Activities:
General Control S 993220 § 918,870 1,254,250 1311355 5§ 1,217.362
Culture, Recreation, and Natural Resources 203,319 228.000 187.209 308,748 226.366
Highway and Transportation 1,051,567 1,230,707 1,023,696 945,406 905,469
Judicial 255,761 242,449 235363 230465 237.705
Legislative 20626 23,751 25,774 24,047 26,147
Public Safety 480,286 457,119 469,359 441,675 449734
Regulation and Licensing 126,917 112,770 104,919 145,748 105,199
Health and Human Services 7.401.005 6,284,737 5,777.302 5,603,724 5631423
Education 4,024,669 3,223,837 3,215,643 3,117,733 3,180,978
Unemplovment Benefits - - - - 15,809
Interest 131,154 127,001 110,413 119,779 154,043
Special [tems
Reduction of Recetvable, Internal Service Fund 977 - - 101,735 -
Total Governmental Activities Expenses 14,698 501 12,849 241 12,403928 12350415 12,150,235
Business-type Activities:
Educational Institutions 3,041,713 2,901,959 2.845.355 2,768,492 2,761,289
Public Schools Insurance 363,373 349,589 331,783 322,904 320,762
Environmental Loans 441 294 673 874 14,908
Lottery - - -
Miners' Colfax Medical Center 24,967 29,650 23,229 22,608 24,706
Unemplovment Insurance 193.479 261,763 356,558 546,600 742,883
State Fair 15417 14671 14613 16,115 16,031
Other Business-type Activities 18,199 11,400 9934 10,387 11,988
Special Items - Expo - - - - -
Total Business-type Activity Expenses 3,657,589 3,569,335 3,582,145 3,687,980 3,892,567
Total Primary Government Expenses S 18,356,090 § 16418576 § 15,986,073 16,038395 § 16,042,802
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STATE OF NEW MEXICO

CHANGES IN NET POSITION (CONTINUED)

Last Ten Fiscal Years

(In Thousands)
Fiscal Year
2020 2019 2018 2017 2016
Program Revenues
Governmental Activities:
Charges for Services
General Control $ 2227030 § 2,795008 § 1,058,862 § 1,581,303 § 1,457,352
Culture, Recreation, and Natural Resources 66,086 37,330 70,071 64,956 63,474
Highway and Transportation 108,044 115,639 111,792 109,835 110,754
Tudicial 15,655 17,873 17,706 17,011 15,620
Legislative - - - - -
Public Safety 11,753 44,304 12,641 0326 0345
Regulation and Licensing 44733 41,915 41,178 34,304 35,218
Health and Human Services 199,137 167,077 173.479 150,894 147,373
Education 6,464 6,474 6,862 7.346 7.362
Operating Grants and Contributions 1.750,233 6,453,300 6,850,440 6.505,050 6.855,527
Capital Grants and Contribufions 462,264 376,591 - - -
Total Governmental Activities
Program Revenues 10,891,399 10,076,501 9,243,031 8,579,115 8,702,025
VOIS CALLAX IMISUICAL ETIT 1wl 10,872 LLNDL L1.2¥0 L0.0rL
Unemplovment Insurance 121,004 189 243 235 361
State Fair 10,239 12,182 11.469 11,722 11,928
Other Business-type Activities 18,814 22,009 20,666 17,280 13,954
Nonmajor Enterprise Funds
Operating Grants and Contributions 1,919,974 663,285 697,032 896,071 595,057
Capital Grants and Contributions 7,751 23,907 12,437 11,607 6,906
Total Business-type Activities
Program Revenues 4.252.478 2,846.623 2,802,731 2,080,137 2,540,287
Total Primary Government
Program Revenues § 15143877 § 12023124 § 12045762 § 11550252 § 11242312
Net (Expense)/Revenue
Governmental Activities $ (5,986,719) $ (4,693,510) $ (5,367,763) $ (6,381,223) § (6,872,986)
Business-type Activities (571.372) (1.585.154) (1.436.776) (1.034.888) (1.243.482)

Total Primary Government Net Expense $  (6.558.090) §  (6.278.664) §  (6.804.341) %S (7416.111) § (8.116.468)

. Implementation of GASB 68 — Effective FY 15
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STATE OF NEW MEXICO

Program Revenues

Governmental Activities:
Charges for Services

General Control $

Culture, Recreation, and Natural Resources
Highway and Transportation
Judicial
Legislative
Public Safety
Regulation and Licensing
Health and Human Services
Education
Operating Grants and Contributions
Capital Grants and Contributions
Total Governmental Activities
Program Revenues

SCHEDULE A-2

(Accrual Basis of Accounting)

Fiscal Year
2014 2013 2012 2011

2015 as Restated as Restated as Restated as Restated
1,880,860 § 796,337 784337 § 305,902 187.280
30302 04 604 £0.063 134,163 125,711
105215 301,126 185,593 268.612 272,038
6.243 5,040 109,660 177.156 151,007
0162 26,711 263,568 363.078 355,065
45558 75.308 63.646 035278 138,848
135431 365,016 133,060 167.230 275,408
£.726 7.535 3.320 4 800 6.252
6.356,248 4,032,805 4,777,647 4,578,600 5,220,477
- 400,212 210,500 447,062 360,813
8.606.844 7.004.874 6.624 403 6,542,979 7.102.880
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STATE OF NEW MEXICO

CHANGES IN NET POSITION (CONTINUED)

Last Ten Fiscal Years
(In Thousands)

General Revenues and Other Changes in
Net Position

Governmental Activities:
Taxes
Individual Income Tax
Corporate Income Tax
Gross Receipts Taxes
Business Privilege
Unemployment Insurance
Other Taxes
Investment Income
Capital Gain
Non Operatinglnvestment Income and Other
Other Revenue (Expense)
Special Item - Potential Loss SGFIP
Special Item - Indian Water Rights Settlement
Special Item - AZ Water Settlement
Transfers
Total Governmental Activities

Business-type Activities:
Taxes
Other Taxes
Investment Income (Loss)
Non Operatinglnvestment Income and Other
Other Revenue
Transfers
Total Business-type Activities

Total Primary Government
Change in Net Position

Governmental Activities
Business-tvpe Activities

Total Primary Government

2020 2019 2018 2017 2016
171549 § 1713643 § 1581500 § 1418070 §  1320,154
63.000 179781 (67,003) 76274 118,502
3115214 2,860,466 2,541,586 2,168,168 2,109,889
2,530,032 2,531,119 2212,070 1,863,035 1.622,513
- 18,510 14,529 7,200 18,970
35,080 4,849 7,154 3,545 7,055
316,768 1,407,042 84 1,049 318.96 2,548,331 900,846
7.703 7.792 404 - -
- - 155 68 34
298,789 201,773 234,541 629.959 629,959
(15) - (12.436)
- - 9,040 9,040
(940.448) (843,035) (127311) (1,084,495) (1,084,495)
7,141,622 8,090,920 7,746,944 7,639,216 5,649,032
- 126,103 167,975 205,143 342,488
2,741 23,776 14,276 13,742 9,838
34408 50,207 27.863 47029 21465
275,200 258,532 260,061 123,05 2,172
040,448 843,033 727311 831243 831,243
1,272,896 1301673 1107480 1222016 1,447,806
8414517 § 0302503 § 8044432 § 8861232 §  7.006838
1,154,903 3397410 2,379,179 1,257,092 (1.223.955)
701,524 (283.481) (239,287) 187,128 204,324
1856427 § 3113920 § 2139803 § 1445122 §  (1,019.629)
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STATE OF NEW MEXICO

General Revenues and Other Changes in
Net Position

Governmental Activities:
Taxes
Individual Income Tax
Corporate Income Tax
Gross Recerpts Taxes
Business Privilege
Unemployment Insurance
Other Taxes
Investment Income
Capital Gain
Non Operatinglnvestment Income and Other
Other Revenue (Expense)
Special Item - Potential Loss SGFIP
Special Item - Indian Water Rights Settlement
Special Item - AZ Water Settlement
Transfers
Total Governmental Activities

Business-type Activities:

Taxes
Other Taxes
Investment Income (Loss)
Non OperatingInvestment Income and Other
Other Revenue
Transfers
Total Business-type Activities

Total Primary Government
Change in Net Position

Governmental Activities
Business-type Activities

Total Primarv Government

SCHEDULE A-2

(Accrual Basis of Accounting)

Fiscal Year
2014 2013 2012 2011
2015 as Restated as Restated as Restated as Restated
§ 1,451,288 § 1,236,674 1.236.015 § 1,180273 § 1,088,300
262,600 196,762 277,020 270,118 238,452
4.238.670 2,133,540 1,985,601 522,847 444717
33424 2,048,044 1,736,620 3,362,391 3,145,105
1,212,060 1,351,182 1.208.035 708.673 1,618,783
120,035 355,202 271,525 304,810 103,017
100,000 (30,000) - - -
(15,361) - (91,400)
9,040 - . . -
(797,559) (687.979) (647.222) (544,880) (704,549)
6,622,997 6,604,325 6.067.603 5,721,841 5,034,727
269,503 - - - 207.140
0202 220,411 214 413 70,774 261,972
244201 140,737 139,051 271,713 75,506
797559 687,979 647222 629,645 704,549
1,320,645 1,040,127 1,000,686 728,132 1,249,167
$ 7043642 § 7,633 452 7.068.280 § 6440073 § 7.183.804
531,340 750,058 288,078 (85,595) $87.381
266,817 267,200 131,986 (20,792) 210,783
$ 798,157 § 1,027 248 420,064 $ (106,387) § 1,098,164
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STATE OF NEW MEXICO

FUND BALANCES, GOVERNMENTAL FUNDS

Last Ten Fiscal Years

(In Thousands)
Fiscal Year
2020 2019 2018 2017 2016
General Fund
Nonspendable b) 46026 § 47309 § 61378 5 39626 5 64.166
Restricted 3.389.316 1,389,540 1,139,544 835,483 890.206
Committed 43,460 33,352 38,204 388,030 230,021
Assigned 12923 15472 11,572 9,088 0,989
Unassigned 532328 1,607,072 882,313 4,893 (120.431)
Total General Fund S 4026053 § 3004745 S 2153101 S 1297122 § 1,003 931
All Other Govemmental Funds
Post-GASE 34 Implementation
Nonspendable $ - 8 - 8 - 5 - 9§ -
Restricted 26933415 26,689,046 24,609,102 22,503,741 20,783,582
Committed - - 514 1,959 11315
Assigned 41 150 - - -
Unassigned (Deficit) (6.813) 3) 9,553 (3329) 9.342)

Total All Other Governmental Funds § 26926641 S 26680193 S 24619169 § 223023711 § 20,783,333

All Governmental Funds
Post-GASB 34 Implementation

Nonspendable S 46026 S 47300 § 61,378 § 59626 § 64.166
Restricted 30,322,751 28.078.586 25.768.646 23339224 21,673,788
Committed 45,460 35,352 38,808 380,989 261336
Assigned 12,964 15,622 11572 9,088 9,989
Unassigned (Deficit) 525513 1.607.071 891,366 1.566 (129.793)

Total All Governmental Funds S 30952694 S 20783941 § 26772270 § 237994935 § 21.879.486
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General Fund

Nonspendable
Restricted
Committed
Assigned
Unassigned

Total General Fund
All Other Govemmental Funds

Post-GASB 54 Implementation
Nonspendable
Restricted
Committed
Assigned
Unassigned (Deficit)

SCHEDULE A-3

(Modified Accrual Basis of Accounting)

Total All Other Governmental Funds $

All Governmental Funds

Post-GASE 54 Implementation
Nonspendable
Restricted
Committed
Assigned
Unassigned (Deficit)

Total All Governmental Funds

Fiscal Year
2013 2012

2015 2014 as Restated as Restated 2011
$ 32433 54,809 3,968 6,157 8.636
916,201 864,339 67,313 194088 237,097
695,182 220,333 23,139 10,082 56219
16,395 9,881 488 203 71.866
189,932 626,317 769,738 604,813 310,765
S 1,870,143 1,775,901 866,668 816,333 620,583
S 10,000,000 3,687.834 5,006,306 4631820 4755242
10,987,671 318,808 540,063 821,792 752,590
10,758 1,190,318 1,413,633 1,320,787 1,497.049
- - 230 - 3,745
- - 18242 (43.407) (190,255)
20008 429 7,196,960 6970433 6,731,001 6.819.280
S 10,052,433 35,742,643 5012474 4,657,986 4763878
11,903,872 1,183,167 607378 1,016,780 080,696
705,940 1,410,853 1.436.792 1.330.869 1,554,168
16,393 9,881 1477 203 11,611
189,932 626,317 787,980 561,406 120,510
S 22,868,572 8,972,861 7,846,101 71,567,334 7.439.863
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CHANGES IN FUND BALANCES, GOYERNMENTAL FUNDS

Last Ten Fiscal Years

(In Thousands)
Fizcal Year
2017
2020 2019 2018 az Restated 2016
Revenues
Taxes s 74029884 S 7.096,166 S 6,401,737 5472102 % 5,197,084
Faderal 8,207,807 6,734,473 6,848,354 6,595,840 6,856,707
Interest and Other Investment Income (Loss) 311,027 1,402,273 1,548,254 2,540,517 912,262
Rentals and Rovaltiss 1,871,338 2246 843 1.403.151 1,002,692 883,424
Chargss for Services 165,883 163,352 173,087 164,565 115,505
Licenses, Fees, and Permits 310,474 318,456 319,293 254 482 307,532
Assessments * 46,289 14,983 12,303 13,820 14389
Othar Revenues 321 663 388,654 257 393 781248 633 628
Total Revenues 18,637 475 18,370,240 17,364,072 16,865,266 14,928,535
Expenditures
Corrent:
Culture, Recreation, and Natural Resources 271,368 243938 228,675 230,478 223328
Eduvcation 3,926,195 3,480,830 3,166,486 3,285,208 3.554.248
General Control 414,139 467,422 550,302 981,271 1,600,674
Heath ané Human Servicas 408,746 7,855,655 7,875,718 7,737,341 7,996,609
Highways and Transportation 556,757 503,931 420,625 448 401 740,977
Judicial 347330 25 644 300,587 288224 306,727
Legislative 25,855 27.331 23,992 26,725 23,022
Public Safety 574,544 540,565 515,112 335,834 482,338
Regulation and Licensing 200,198 18827 169142 116,252 111,747
Unemplovment Benafits - - - - -
Land Grant . - - . .
Severance Tax - - - - -
Capital Outlay 543,938 487,503 405,338 352,204 118,018
Debt Service:
Principal 852,163 567,644 382.54¢ 288,168 282,120
Interest 114,062 20424 190,182 23,810 105,886
Bond [ssmancs Costs - - - - -
Provision for Potential Loss in the
State General Fund Investment Pool - - - - -
Total Expenditures 17,275,695 14,809,261 14,328,708 14 434 007 15,548 915
Excess (Deficiency) of Revenues
Over Expenditures 1,361 780 3,560,979 3,035.365 2431259 (620,380)
Other Financing Sources (Uses)
Bonds Issued 701,709 310,118 338,370 45,815 474018
Bond Premivm 17,847 717 154128 5,463 82,239
Rafundinz Bond Issue - - 420,096 - 181,385
Proceads from the Sals of Capital Ass=ts 1,836 1,577 1,751 1,22 1,803
Ogerating Transfers In 1,502.54% 2,172,675 8.604.858 8,030,490 7,182,543
Operating Transfzrs Out (2,445.323) (3,019,1%0) (8,336,219) (8,739,680) (7.,918,883)
Payment to Refund=d Bond Escrow Agent - - (450,863) - (208,143)
Nenoperating Revenues (Expendituras) - - - - -
Note Procesds - - - -
Total Other Financing Sources (Uses) (225.282) (527,650) (66,382) (636,686) (205,028)
Special Item
Raduction of Loss Contingency - - - - -
Native American Water Rights Settlement - - - - (12,436)
Arizona Water Ssttlement B - - - (5,040)
Total Special Items - - - - (21,476)
Total Other Financing and Special Ite (225,282) (527,650) (66,882) (656,686) (226,504)
Net Change in Fund Balances 3 1136488 S 3033328 35 2.968. 483 17743573 § (846.884)
Debt Service as 2 Percentage of
Noneapital Expenditures 6.0% 4.8% 4.1% 3.0% 2.3%
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SCHEDULE A-4

(Modified Accrual Basis of Accounting)

Fizcal Year
013 2012 11
2015 2014 as Restated as Restated as Restated
Revenues
Taxes s 5923845 S 5,626,421 5,235,786 5,321,538 4526279
Faderal 6,363,684 5,338,059 4981084 5,035.27 5,558,515
Intersst and Other Investment Income (Loss) 1,211,598 1,521,022 1,247,937 708,470 1,618,502
Fentals and Rowvalties 1,281,002 647,438 568,227 651,576 478546
Charzes for Servicss 124674 162,757 160,931 155,089 212,816
Licenses, Fees, and Permits 295282 364,504 364371 361,671 356,897
Assessments * - - - - -
Other Revenues 202,935 363,411 332,323 212326 135360
Total Revenues 15403 424 14,023,702 12,850,655 12,445 545 13287915
Expenditures
Current:
Culture, Recreation, and Natural Resources 210,368 185,317 193,639 223,858 211,032
Edueation 4025302 3,220,213 3,214.923 3,117.042 3,180,447
General Control 437468 403,590 484 668 413,807 376,279
Heath and Homan Services 7,355,734 6,270,002 5,756,574 5,625,669 5,623,871
Highwayws and Transportation 462267 501,824 303 836 330,574 307454
Tudicial 230,360 236,575 228,405 223,942 232,136
Legislative 27,656 21,810 23954 22,381 24 651
Public Safety 470,406 440,897 454250 28,331 437,529
Resulation and Licensing 121,567 108,442 101,355 108,457 98,528
Unemplovment Benefits - - - 15,809
Land Grant - - 37,737 45,005 1,132
Severance Tax - 183,216 176,173 183,423 8,318
Capital Outlay 444 308 507,435 583,782 612156 721,706
Dbt Sarvice:
Principal 284,766 407,074 317,991 135,847 3474386
Interest 128,197 150,738 130,755 240,345 227,115
Bond Issuance Costs - . . 204 10,225
Provision for Potential Loss in the
State General Fund Investment Pool - - - 101,735 -
Total Expenditures 14,268,439 12,727,133 12,114,062 11,823,776 11,824,718
Excess (Deficiency) of Revenues
Over Expenditures 1,134 685 1,296,569 776,597 620,173 1,463,197
Other Financing Sources (Usesz)
Bonds Issued 141,635 371,440 137,220 105,780 38,205
Bond Premivm 43,146 50,051 45,400 27,668 128344
Refunding Bond Issue 79,405 - 220,400 75,715 776,22
Proceeds from the Sale of Capital Asssts 1.136 2,033 1.950 5,208 1,420
Operating Transfers In 7,233,253 6,789,132 6.135.227 6,414 978 6611286
Opezrating Transfers Out (8,035.458) (7.483,788) (6.774.851) (7.,033,153) (7.643.610)
Payment to Refundad Bond Escrow Azent (96.083) - (261,769) (88,898) (668,590)
Nonoperating Revenues (Expenditures) - - (5,211) - -
Note Proceads - - - - 2,025
Total Other Financing Sources (Uses) (632,966) (271,112) (501,634) (492,702) (752,700)
Special Item
Reduvetion of Loss Contingency 93479 (30,000) - - -
Native American Water Rights Settlement - - - - -
Arizona Water Settlement - - - - -
Total Special Items 93 479 (30,0000 - - -
Total Other Financing and Special Item (539.487) (301,112) (501,634) (492,702) (752,700)
Net Change in Fund Balances s 595498 S 885 457 274 963 127,471 710,487
Dabt Service as 2 Percentags of
Noncapital Expendituras 3.0% 4.6% 3.9% 3.5% 5.2%
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SCHEDULE OF REVENUES, STATE GENERAL FUND

Last Ten Fiscal Years

(In Thousands)
Fiscal Year
2020 2019 2018 2017 2016
REVENUES
Taxes and License Fees
General and Selective Sales Taxes:
Gross Receipts $§ 20942129 § 2669415 § 2381082 $ 20133548 § 1975416
Compensating 63.578 78.380 56.102 48.520 46,882
Tobacco (Luxury) 88.809 75424 78.368 77.887 79,819
Alcoholic Beverage 24,610 25,205 23,811 7.376 6,732
Insurance 262,329 216,347 213,597 227 464 207,904
Fire Protection - - 1.020 - 15.069
Racing - 765 1,084 1,006 1,130
Private Car 532 931 860 663 703
Motor Vehicle and Other Excise Tax 137,769 152,523 154,008 145,238 150,395
Gaming Tax 46,005 64,886 62.054 59,523 63,050
Leased Vehicles Gross Receipts
and Surcharge 4,711 5,727 5,528 5,489 5,536
Gasoline Tax 506 971 358 (380) 867
Telecommunications Relay Surcharge 113 66 58 59 69
Boat Excise Tax 290 282 347 323 195
Other Tax - - - - -
Total General and Selective Sales Tax 3571 491 3,291,012 2,978,277 2,586,817 2,553,767
Income Taxes
Gross Withholding 100,329 166,318 023,665 872,200 1,200,151
Final Settlements 1,577.1890 1,500,831 614,620 504,741 508,566
Less:
Transfer - Retiree Health Care (26,256) (26,256) (28,306) (29.519)
Transfer - PIT Suspense and Others (382,946) (371,724) (376,467) (364.244) (359,043)
Refunds - TAA Suspense - - - - -
Net Personal Income Taxes 1,204 572 1.269.169 1,135,562 084 490 1,320,155
Corporate Taxes 63.198 22,808 106,601 70.156 118,502
Less Refunds - - - - -
Net Corporate Income Taxes 63,198 22,808 70,156 70,156 118,502
Estate Taxes - - - - 1
Fiduciary Taxes 14 343 4.865 7.180 3.635 7.053
Total Income Taxes 1,372,113 1.206.842 1,212,898 1,058 281 1445711
Severance Taxes
il and Gas School Tax 388,671 555,356 450,787 304,262 236.818
7% Oil Conservation 20,510 28,702 22,885 17,368 11,375
Resources Excise 7.148 7.834 8.569 0,649 11,203
Natural Gas Processors 14,764 15,125 10,841 10,307 20,354
Total Severance Taxes 440,093 607.017 403,082 341,586 279,750
Total Taxes 5,383,697 5,104 871 4,684,257 3,086,684 4279228
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Last Ten Fiscal Years
(In Thousands)

SCHEDULE B-1

REVENUES
Taxes and License Fees
General and Selective Sales Taxes:
Gross Receipts
Compensating
Tobacco (Luxury)
Alcoholic Beverage
Insurance
Fire Protection
Racing
Private Car
Motor Vehicle and Other Excise Tax
Gaming Tax
Leased Vehicles Gross Receipts
and Surcharge
Gasoline Tax
Telecommunications Relay Surcharge
Boat Excise Tax
Other Tax
Total General and Selective Sales Tax
Income Taxes
Gross Withholding
Final Settlements
Less:
Transfer - Retiree Health Care
Transfer - PIT Suspense and Others
Refunds - TAA Suspense
Net Personal Income Taxes
Corporate Taxes
Less Refunds
Net Corporate Income Taxes
Estate Taxes
Fiduciary Taxes
Total Income Taxes
Severance Taxes
Oil and Gas School Tax
7% Oil Conservation
Resources Excise
Natural Gas Processors
Total Severance Taxes
Total Taxes

Fiscal Year
2015 2014 2013 2012 2011

$ 2095153 § 1992035 $ 1017660 $ 1028469 $ 1822457
71.840 78.271 50,011 62,066 69,135
82,348 78.479 86,058 85,360 88.158
26,263 26,357 26,240 26,129 25,673
189,953 115.067 107,520 114,076 132,659
15,136 16,082 18,316 18,812 17,583
670 821 042 852 413

660 620 563 553 480
138,701 133275 125,504 114,707 103,653
70400 66.455 63.073 65,527 65,787
5,236 5,204 5,125 5,366 5,047
(1.152) 1.227 (4.516) 5,539 792
123 86 91 08 121

184 184 257 433 494

- 99 4 19 13
2.695.544 2.514.262 2.397.748 2.428.026 2332525
1,179,123 1,116,240 1.077.952 1.151.866 1.042.323
535,208 506,245 517,862 355,734 382,690
(26,678) (24,141 (21,876) (19.853) (18,047)
(355.541) (351.365) (340,381) (346,289) (352,633)
1,332,202 1,246,988 1,233,557 1,141,458 1,054,333
254 477 196,762 267,157 281,047 220818
254 477 106,762 267,157 281,047 220818

1 32 B - 12

7.510 7.951 7388 9.011 42 580
1,594,100 1,451,733 1,508,102 1,431,516 1,326,752
375,423 500,639 379,899 390,589 376,104
20.001 27,244 20,775 21,452 10,371
13,345 13,013 13,486 12,018 10,139
18,504 16,197 24,107 23,343 18,182
427453 557,113 438,357 456,402 423,796
4717187 4,523,108 4344 207 4,315,044 4,083,073
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SCHEDULE OF REVENUES, STATE GENERAL FUND (CONTINUED)

Last Ten Fiscal Years
(In Thousands)

REVENUES (CONTINUED)
Taxes and License Fees (Continued)
License Fees
Manufactured Housing
Trade and Professions License
Corporate Filing
Alcoholic Beverages and Gaming
Financial Institutions
Corporate Special
Construction Industries
Gaming License and Permit Fees
Securities Receipts
Public Utiliies
Health Facilities Fees
Pipeline Fees
Motor Vehicles Miscellaneous Fees
Drivers Training Fees
State Engineers Fees
Total License Fees
Total Taxes and License Fees

Other Revenue Sources
Investment Income

State Land Grant Permanent Fund Income

Earnings on State Balances

Severance Tax Permanent Fund Earnings

Total Interest Earnings

Rents and Royalties
Federal Mineral Leasing
Land Office
Total Rents and Royalties

Fiscal Year

2020 2019 2018 2017 2016
70 $ 462 432 3 49 § 375
23457 - - - -
4176 3,881 4,042 3437 3,327
- 4,960 4075 4,186 4,028
3,306 3,747 3,564 3,480 3.455
- - - 2,984 2,955
4,800 4.909 5.543 4,700 6.092
313 373 6.365 577 353
2,531 22,340 22,267 22,399 22,016
11.464 14,493 14,538 11,021 12,040
170 242 207 137 153
28 596 401 20
50,695 56,003 61.434 53,340 54,814
5.434 302 5250874 4,745,601 4,040,024 4334 042
- - - - 555.103
01,751 86.880 5.045 (3.230) 25224
- - - - 193,510
01,751 86.880 5.045 (3,230) 773,837
817.116 1,146,800 564,232 435,692 47.817
69.858 132,454 111,845 71,490 390,005
886.074 1,279.254 676,077 507,182 437.822
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Last Ten Fiscal Years

SCHEDULE B-1 (CONTINUED)

(In Thousands)
Fiscal Year
2015 2014 2013 2012 2011
REVENUES (CONTINUED)
Taxes and License Fees (Continued)
License Fees
Manufactured Housing $ 753§ 357 336 § 420 § 549
Trade and Professions License - - - - -
Corporate Filing 4,020 4262 3.151 2.864 2.850
Alcoholic Beverages and Gaming 3,031 3,770 4,544 3,856 3,840
Financial Institufions 3.556 3,195 3.107 2917 3,109
Corporate Special 3.308 3.672 3.963 4.006 1,125
Construction Industries 6,199 3,902 4.034 5,052 5,682
Gaming License and Permit Fees 416 373 362 302 262
Securities Receipts 21,267 20,201 19,065 18,765 18,374
Public Utilities 12,129 11,759 11,275 11,056 13,734
Health Facilities Fees - - - - -
Pipeline Fees 106 65 50 41 74
Motor Vehicles Miscellaneous Fees 100 111 125 136 150
Drivers Training Fees - - - - -
State Engineers Fees - - - - -
Total License Fees 55,875 51,667 50,012 49,505 490,749
Total Taxes and License Fees 4,773,062 4574775 4,304 219 4,365,539 4,132,822
Other Revenue Sources
Investment Income
State Land Grant Permanent Fund Income 502,757 440,382 440,876 461,737 446,227
Earnings on State Balances 24,160 42,203 35,925 17,618 17,633
Severance Tax Permanent Fund Earnings 182,723 170473 176,173 183424 184,571
Total Interest Earnings 709,640 662,148 652,974 662,779 648 431
Rents and Royalties
Federal Mineral Leasing 42235 569,860 459,631 502,574 411,819
Land Office 542,184 47 481 44,632 02,508 65.620
Total Rents and Royalties 584 419 617,341 504,263 505,082 477 430
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Last Ten Fiscal Years
(In Thousands)

Miscellaneous Receipts and Fees
Environment Department Filing Fees

Administrative Fees

Tribal Revenue Sharing

Media Lease Payments

MVD Penalty Assessments
Fines and Forfeitures

Birth and Death Certificates
District Judge Receipts

Notary Public Fees

Court of Appeals

Legislative Receipts
Workmen's Compensation Fees
Health Care Quality Scurcharge
Payroll Administration Costs
Law Enforcement Protection
Small County Assistance
Supreme Court Fees
Unclaimed Property

Restifution Payments

Small Cities Assistance

SCHEDULE B-1 (CONTINUED)

Total Miscellaneous Receipts and Fees 79.238

Other Revenues
Miscellaneous Nonrecurring
Transfers - Reversions

Total Other Revenues

Total Other Revenue Sources

Total Revenues

Fiscal Year

2020 2019 2018 2017 2016
$ 677 % 1082 § 1260 % 47 3 1.241
51,677 78.430 68,002 62,717 64,413
- - - 22 18
3,71 4484 4,632 4271 4,009
3,107 3,563 3.032 4241 4514
1,192 1,175 1,260 1,184 1,043
1,010 1,003 1,146 1,096 047
46 683 658 743 084
g 22 13 26 14
g84 690 300 7 3

1,096 - - - -
- - - 15,207

- - - - 11

- 1 1 1 1
15,565 28,089 20,113 23.030 10780
204 o1 80 176 201
119,413 101,576 08.260 112,485
219 138 173 Q70 30,616
- - - 366,208 56,367
210 138 173 367.178 05,083
1,058,182 1,485,685 783,711 069,300 1,420,127
§ 6402573 % 6736550 § 5520462 § 5000414 & 5754160

Source: General Fund Financial Audit (30600) - Schedule of Revenue by Source
Department of Finance and Administration General Fund Report

*

Alcohol i down due to sending a portion to the lottery scholarship fund
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Miscellaneous Receipts and Fees
Environment Department Filing Fees
Administrative Fees
Tribal Revenue Sharing
Media Lease Pavments
MVD Penalty Assessments
Fines and Forfeitures
Birth and Death Certificates
District Judge Receipts
Notary Public Fees
Court of Appeals
Legislative Receipts
Workmen's Compensation Fees
Health Care Quality Scurchargs
Payroll Administration Costs
Law Enforcement Protection
Small County Assistance
Supreme Court Fees
Unclaimed Property
Restitution Payments
Small Cities Assistance

Total Miscellaneous Receipts and Fees

Other Revenues
Miscellaneous Nonrecurring
Transfers - Reversions

Total Other Revenues

Total Other Revenue Sources
Total Revenues

SCHEDULE B-1 (CONTINUED)

Fiscal Year

2015 2014 2013 2012 2011
$ 4212 % 1322 % 3350 § 2048 % 5,201
67.178 67,582 70,700 68.180 65.801
10 18 21 10 17
5.658 5,082 6,018 5,705 5,737
5.241 5,567 5,708 6,052 7.104
1,019 1,010 1.045 1,075 1.051
0235 036 1,051 1,064 1,196
681 628 648 1,386 607
28 18 35 20 46
5 268 4 4 15
7.641 3.936 4576 §.201 0.089
5.800 3,748 1,537 3,576 3,346
1 - - - |
24 644 21,516 16,833 15452 18,352
269 354 446 411 414
123,330 112,885 111,981 113,202 118,067
36,136 20500 30,021 42604 55,825
59,163 101,751 §1.167 68,077 73,400
05,200 131,260 121,088 110,681 120324
1,512,688 1,523,634 1,390,306 1,481,834 1,373,261
§ 6285750 § 6008400 § 5784525 & 5847373 % 5.506.083
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REVENUE BASE SCHEDULE B-2

Last Ten Calendar Years

(In Thousands)

Fiscal Year
2020 2019 2018 2017 2016
Taxable Gross Receipts (in thousands)
Agriculture, Forestry and Fishing S 175237 § 126252 § 126940 § 111430 § 106,156
Mining 7.310,833 6,813,136 483474 2213 846 2328.158
Construction 10,989,995 8.027.002 7428957 6.312.982 6,537,914
Manufacturing 2,306,998 2,084,012 1617171 1315416 1,607,798
Transportation 1.187.865 1.175.605 836,920 571482 668.207
Communications and Utilities 6,120,717 538434 5.161.2935 4,673,015 5,281,589
Wholesale Trade 3.648.654 3,520017 2.608.433 1,786,231 2,030,984
Retail Trade 16,425,084 14,780,421 13,041,456 11,045,865 12,063,308
Finance, Insurance and Real Estate 2,582,843 2,338,187 2,032,733 1,559,574 1,613,419
Services and Other 30,267,240 26,756,441 22,338,845 17,675,223 19.824.081
Public Administration 883472 901.867 425,736 587,747 663,833
Total Taxable Gross Receipts S 81308938 S 71919164 S 60543232 § 478352811 § 52727447

State Gross Receipts Tax Rate 3.1% 3.1% 5.1% 5.1% 3.1%

Personal Income by Industry (in millions)

Federal Civilian S 3397 § 3335 S 3373 S 3220 S 3.103
Federal Military 1450 1,308 1323 1,321 1,265
State and Local Govemnment 10,470 2076 9.596 9379 9.836
Farm Eamings 1,036 767 793 889 664
Forestry, Fishing, and Related Activities 170 169 163 170 142
Mining 2,656 3.013 2638 2532 2393
Utilities 522 i1 490 400 333
Construction 4.001 3.659 3474 3,368 3.146
Manufacturing 2210 1,868 1,717 1,37 1,606
Wholesale Trade 1,569 1.538 1.436 1517 1.491
Retail 3,669 3,599 3549 3,667 3.670
Transportation and Warehousing 1858 1,713 1578 1,550 1,503
Information 829 o14 845 812 859
Financial, Insurance, Real Estate,

Rental and Leasing 3.004 2853 2721 2732 2,652
Services 21,859 21,462 20359 19,782 19,465
Other' 35532 32.843 30.396 27992 28,063

Total Personal Income 5 94431 § 89620 $ 84671 § 80,793 § 80,391
Highest Income Tax Rate 49% 49% 4.9% 4.9% 49%

'Other personal income includes dividends, interest and rent, residence adjustment, personal current transfer receipts and deduction for insurance
contributions.

*Data for 2012 is based on fiscal year.

Source: New Mexico Department of Taxation and Revenue Department, RP-80 Reports: Gross Receipts by Geographic Area and 6-digit NAICS
Code.

Department of Commerce Bureau of Economic Analysis, SQ5N - Personal Income by Major Source and Earnings by Major NAICS
Industry Report.
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SCHEDULE B-2 (CONTINUED)

Fiscal Year
2012 2011
2015 2014 2013 as Restated as Restated
Taxable Gross Receipts (in thousands)
Agriculture, Forestry and Fishing S 84720 S 54047 § 61204 § 37,791 § 39.602
Mining 4144544 2,008 455 3,668,701 3431242 3,239,183
Construction 6,331,176 4257409 3,562314 5271994 5,326,763
Manufacturing 2.238.013 1,607,519 2,015,743 1,833,376 1.643.653
Transportation 867,443 543,996 780,150 636,364 679.289
Communications and Utilities 3,134,336 1,908,054 4907802 4803345 4.648.079
Wholesale Trade 2,544 680 1,790,115 2335113 2280233 2,207,054
Retail Trade 12,553,764 0268342 12,160,633 12,024 304 11,912,593
Finance, Insurance and Real Estate 1,630,990 1,106,612 377,056 1,218,396 1,131,560
Services and Other 19,219,587 15,112,166 17.413.350 17,395,771 17,558,765
Public Administration 673,442 378243 622,335 597,549 692,754

Total Taxable Gross Receipts S 33422763 S 39024958 5 50904401 S 496003567 S 49099297

State Gross Receipts Tax Rate 5.1% 5.1% 5.1% 5.1% 5.1%

Personal Income by Industry (in millions)

Federal Civilian ) 3110 s 2048 § 2965 § 3331 § 3,331
Federal Military 1215 1,268 1,367 1,632 1,596
State and Local Government 9.860 0,500 8220 8,034 8.640
Farm Eamings 1.088 1,769 1472 1,203 1,389
Forestry, Fishing, and Related Activities 145 150 150 132 o0
Mining 3,035 3,167 3,151 2410 2,045
Utilities 503 401 520 32 42
Construction 31 3.042 2978 2,888 2,368
Manufacturing 2,118 2,089 2,178 2344 2272
Wholesale Trade 1.442 1441 1451 1.444 1,382
Retail 3,346 3.503 3412 3417 3274
Transportation and Warehousing 1.569 1,508 1464 1.408 1,318
Information 027 790 881 878 832
Financial, Insurance, Real Estate,

Rental and Leasing 2,725 2448 2404 2139 2361
Services 18.166 17790 17,632 17.731 17233
Other' 27490 26,432 24,537 22,791 22,931

Total Personal Income 5 80,030 § 78428 S 75811 § 73224 S 72,013
Highest Income Tax Rate 48% 4.9% 4.9% 45% 4.9%
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STATE OF NEW MEXICO

PERSONAL INCOME TAX RATES

Last Ten Fiscal Years

SCHEDULE B-5

Top Income Tax Rate is Applied to

Taxable Income in Excess of Average
Top Married Effective
Tax Filing Head of Rate,
Year Rate Single Jointly Household  As Restated
2020 49% § 16000 § 24000 § 24,000 N/A
2019 49% 16,000 24,000 24,000 N/A
2018 4.9% 16,000 24.000 24,000 N/A
2017 4.9% 16,000 24,000 24,000 NA
2016 4.9% 16,000 24,000 24,000 N/A
2015 4.9% 16,000 24,000 24,000 N/A
2014 4.9% 16,000 24,000 24,000 N/A
2013 4.9% 16,000 24,000 24,000 N/A
2012 4.9% 16,000 24,000 24,000 NA
2011 4.9% 16.000 24,000 24,000 N/A
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STATE OF NEW MEXICO

RATIOS OF OUTSTANDING DEBT BY TYPE

Last Ten Fiscal Years

SCHEDULE C-1

(In Thousands)
Fiscal Year
2018 2017 2016
2020 2019 as Restated as Restated as Restated

Governmental Activities

General Obligation § 21700 5 350925 § 441525 § 260,760 5 389.270

Enhanced E-911 Revenue Bonds - - - - -

Severance Tax Bonds 680,243 814.37 943.670 876,115 641,415

Revenue Bonds 1,094,669 1221323 1,276,703 1,367,342 1,538,689

Bond Premium, Discount, Net * 223,794 200,994 304223 237,638 257,933

Total Government 2420408 2387612 2936,121 2,742,053 2847309

Business-type Activities*

Revenue Bonds 823419 §99.736 909,046 869.404 763,824

Capital Leases 346 038 690 1034 1,502

Total Primary Government 823,963 200,674 909,736 870438 763,326

Total Debt 5 344373 § 3488286 § 345857 S 3612313 § 3,612,633
New Mexico Personal Income § 101386400 S 86,328400 § 86328400 § 81483543 § 79,104,093
Debt as a Percentage of Personal Income 32% 40% 45% 44% 46%
New Mexico Population 2,101 2,005 2,005 2,088 2,080
General Obligation Debt Per Capita § 00 § 167§ 196 § 25 5§ 187
Total Long-Term Debt Per Capita § 1545 § 1665 § 1835 § 1730 5§ 1,737

Source State of New Mexico Annual Financial Report for outstanding bonded and non-bonded debt.

See Schedule for Demographics and Economic Statistics for personal income and population data. Ratios are

calculated based upon personal income and population which are reported for the prior calendar vear.

Note: Inthe past, total debt was used to calculate the above ratios. Beginning with fiscal year 2009, outstanding debt is used in the ratio

calculation; therefore, all prior vear balances were restated to reflect the change.
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STATE OF NEW MEXICO

Governmental Activities
General Oblization
Enhanced E-911 Revenue Bonds
Severance Tax Bonds
Revenue Bonds
Bond Premium, Discount, Net *
Total Government

Business-type Activities*
Revenue Bonds
Capital Leases
Total Pnmary Govemment

Total Debt

New Mexico Personal Income
Debt as a Percentage of Personal Income

New Mexico Population
General Obligation Debt Per Capita
Total Long-Temm Debt Per Capita

SCHEDULE C-1

Fiscal Year
2015 2011
as Restated 2014 2013 2012 as Restated

5 31270 0§ 300 S 206890 § 379228 % 423854
760,080 683,273 798,740 §84.320 1,020,330

1,520,839 1,562,240 1,723,061 1,839,403 1,703,481
2392189 2618213 2818.691 3122931 3,147,883

808463 827812 840,831 832,306 866,692

1919 1,060 1292 019 2438

810,382 §28.872 842,123 §33.223 566,940

5 3402371 § 3447087 S 3660814 S 3936176 S 4014825
§ 76449001 § 72465608 S 7380778 § 72175500 S 68.361.950
45% 18% 5.0% 5.5% 59%

2.083 2,083 2084 2078 2,063

§ 149 § 1m s 142 § 12 3 203
5 1633 § 1653 § 1757 § 1004 § 1,944
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STATE OF NEW MEXICO

LONG-TERM LIABILITIES SCHEDULE C-2
Last Ten Fiscal Years
(In Thousands)
Fiscal Year
2018
2020 2019 As Restated 2017 2016
Governmental Activities
General Obligation Bonds ) 421,700 § 350925 § 260.760 S 326,755 § 429764
Severance Tax Bonds 680,245 814,370 876.115 955,043 641,415
Revenue Bonds 1,004 669 1221323 1,367,542 1,281,930 1,423,069
Bond Premium, Discount, Net * 223,794 257,988 200.994 279,305 217.441
Notes Payable - 1,250 - 14,000 5,755
Deferred Loss on Refunding, Net * - - - - 100,167
Claims and Judgments 152,382 166,593 180149 195471 100.461
Hedging Denivatives - Interest Rate Swaps - - 84,090 118,013 100.167
Native American Water Settlement Liability ** 91,543 69,706 60.850 62,100 287.910
Contingent Liabilities 22 20516 3678 20,051 -
Compensated Absences 83,603 68,793 63,982 64.051 38,112
Pollution Remediation Obligation 41,666 27457 42,651 44278 287910
Net Pension Liability 3420456 3341570 3264743 2200639 1,843 467
Net OPEB Liability 774,289 1,033,068 - - -
Capital Leases - - 51,690 33,043 33,199
Reserve for Losses - - - - -
Other Liabilities 629,536 451,647 - - 52,307
Total Govemnmental Activities 7622017 7836208 6457243 5714725 5,601.144
Business-type Activities
Revenue Bonds $ §23419 § 8632712 § 800736 S 633372 § 693,552
Bond Premium. Discount, Net * 39279 41,791 43.960 42,649 31519
Compensated Absences 90083 87.588 86,356 84,906 20,853
Reserve for Losses 101,940 08169 80,501 87453 -
Notes Payable 13,506 11,285 12,983 14,051 -
Insurance Claims Payable 9953 - - - -
Capital Leases 546 033 1.054 1.308 1,023
Net OPEB Obligation 385,030 432298 67.969 61,333 -
Derivative Instruments - Interest Rate Swaps 8373 7.186 8.604 13,350 -
Student Loans 12,069 15,060 15,726 18,502 -
Environmental Cleanup 5434 5434 5434 5434 -
Net Pension Liability 2188285 3485118 2125341 1.913.152 -
Other Liabilities 174,049 56,714 11,076 - 36579
Total Business-type Activities 3,860,968 3,107.433 3,367,742 2,893,600 803,326
Total Pnmary Govemment
Long-term Liabilities § 11483883 § 12043661 § 0824084 § §610325 § 6,406 670

Note: Details regarding the Habilities listed above can be found in Note §, Changes in Long-term
Liabilities in the financial statements.
* In prior years, bond premium, discount, and loss on refunding was not stated separately.
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STATE OF NEW MEXICO

SCHEDULE C-2
Fiscal Year
2015 2013 2012 2011
As Restated 2014 As Restated As Restated As Restated
Governmental Activities
General Obligation Bonds § 311270 S 3,700 § 206890 § 379288 S 423854
Severance Tax Bonds 760,080 683275 798,740 884,320 1,020,530
Revenue Bonds 1,520,839 1,562,240 1,723,061 1,859,403 1,703,481
Bond Premium, Discount, Net * 252,111 234954 236,190 - -
Notes Payable 1581 1,598 2454 3.715 124203
Deferred Loss on Refunding, Net * 06,042 (91.257) (81,982) - -
Clamms and Judgments 259,835 348,753 433547 225,248 222821
Hedging Denvatives - Interest Rate Swaps 06,042 (91.257) (81,982) - -
Native American Water Settlement Liability ** - - - - -
Contingent Liabilities - - - - -
Compensated Absences 62,339 61,201 60,946 63034 73483
Pollution Remediation Obligation 47,129 33373 35,694 86,741 86.289
Net Pension Liability - - - - -
Net OPEB Liability - - - - -
Capital Leases - - - - -
Reserve forLosses 100,000 - - - -
Other Liabilities 212200 252,003 330217 - 501
Total Governmental Activities 3,720,148 3,387,383 377377 3,502,649 3,655,184
Business-type Activities
Revenue Bonds § 808463 S 827812 § 840831 § 832306 S 866,692
Bond Premium. Discount, Net * 15,429 17.010 8.831 - -
Compensated Absences 80180 17,77 95,219 00 689 03007
Reserve for Losses 69,988 65471 65472 63,406 63,901
Notes Payable - - - - -
Insurance Claims Payable - - - - -
Capital Leases 1919 1,060 1292 919 238
Net OPEB Obligation - - - - -
Denvative Instruments - Interest Rate Swaps - - - - -
Student Loans - - - - -
Environmental Cleanup - - - - -
Net Pension Liability - - - - -
Other Liabilities 184,004 79,083 36,173 52,750 43,126
Total Business-type Activities 1,160,073 1,068,213 1,068,818 1,049,070 1,069,954
Total Primary Govemment

Long-term Liabilities 5 4880221 § 4455796 S 4842393 § 4551719 § 4725138
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STATE OF NEW MEXICO

LEGAL DEBT MARGIN SCHEDULE C-3
Last Ten Fiscal Years
(In Thousands)
Fiscal Year
2017
2020 2019 2018 As Restated 2016
Net Taxable Value of Property
Subject to Taxation § 70648048 § 66919238 § 60.698.949 S JTALT56 § 56,625,171
Statutory Debt Limit 1.0% 10% 1.0% 1.0% 10%
Debt Limit Amount 706,480 669,192 606,980 374,318 366,232
General Obligation Bonds 421,700 260,760 326,753 380270 311,270
Total General Debt Qutstanding 421,700 260,760 326,733 380.270 311270
Legal Debt Margin § 284780 § 408432 § 280234 § 18548 § 234,982

Legal Debt Margin as a Percentage
of the Debt Limit 40.3% 61.0% 46.2% 322% 45.0%

Note: The Constitution of the State of New Mexico , Article IX, Section §, limits the State's outstanding general debt
to a maximum of one percent of the net taxable value of all property subject to taxation within the State.
The legal debt margin 15 the remaining borrowing authonty available and s calculated by subtracting the
bonded debt outstanding from the legal debt limit as caleulated per Constitutional requirements.

Source:  Note information regarding general bonded debt outstanding can be located within the State of New
Menco's annual financial report per fiscal year. Property value data was provided by
the Department of Finance and Administration, Local Govemment Division, Financial and Property
Tax Data by County and Municipality. Per capita information 1s based upon population data located
in the Demographics and Economic Statistics schedule.
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STATE OF NEW MEXICO

SCHEDULE C-3

Fiscal Year
2012
2015 2014 2013 As Restated 2011

Net Taxable Value of Property

Subject to Taxation § 8412965 § 36473465 § 0 342369%6 5 19671 5 51040953
Statutory Debt Limit 10% 1.0% 10% 10% 1.0%

Debt Limit Amount 384,130 564,733 342,369 341297 510410
General Obligation Bonds 372,700 296,890 333,300 308,380 453730

Total General Debt Qutstanding 372,700 296,890 333,300 398,380 433730
Legal Debt Margin § A1L40 § W84 § 186869 S 417§ 36,680
Legal Debt Margmn as a Percentage

of the Debt Limit 36.2% 474% 34.5% 264% 11.1%
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STATE OF NEW MEXICO

STATUTORY DEBT LIMIT
SEVERANCE TAX BONDS

Last Ten Fiscal Years

(In Thousands)

SCHEDULE C-4

Fiscal Year
2020 2019 2018 2017 2016
Annual Deposits into Severance Tax
Bonding Fund S 646300 S 672441 S ML 342317 254,966
30.0% of Annual Deposits 323,150 336,221 255,538 171,159 127483
Statutory Debt Limit Amount 323,130 336,221 255,338 171,159 127,483
Senior Bond Servicing Amount * 146,963 129,737 142,160 144766 16,489
Statutory Debt Margin Amount $ 176,185  § 206484 § 113,398 26,393 110,994
Statutory Debt Margin as a
Percentage of Debt Limit M4.3% 614% 44% 154% §1.1%

Note: The State Board of Finance s prohibited by the Severance Tax Bonding Act from 1ssuing Senior Severance TaxBonds
unless the aggregate amount of total Senior Severance Tax Bonds outstanding, including the bonds to be issued, can be
serviced with not more than 30 percent of the annual deposits into the Bonding Fund, as determined by the deposits during

the fiscal year preceding the issuance of the bonds.

*  Does not include payment on refunded bonds, which are paid from escrowed secunties, payments on short-term debt issued
by the State Treasurer and paid in the same vear issued, or payments on Supplemental Bond Series.

Sources New Mexico Office of the State Treasurer audited financial statements.
New Mexico Board of Finance, Severance Tax Bonds, Bond Senes 2012A Official Statement.
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STATE OF NEW MEXICO

SCHEDULE C-4

Fiscal Year
2015 2014 2013 2012 2011
Annual Deposits into Severance Tax
Bonding Fund ) 426331 5§ 41485 5 426821 5 047345 398.576
30.0% of Annual Deposits 213,166 207478 213411 231,367 199.288
Statutory Debt Limit Amount 213166 207478 213411 252367 199,288
Senior Bond Servicing Amount * 129,042 123,597 127931 121,367 103,867
Statutory Debt Margin Amount ) B414 3§ 31881 § 85460 5 131000 § 9341
Statutory Debt Margin as a
Percentage of Debt Limit 39.3% 39.3% 40.0% 31.9% 479%
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STATE OF NEW MEXICO

PLEDGED REVENUE BOND COVERAGE SCHEDULE C-5

Last Ten Fiscal Years

(In Thousands)

Pledged
Revenues Annual Debt Service
Fizeal Year Received Principal Interest Coverage
Severance Tax Bonds (Including
Supplemental Subordinate Liens)

2020 3 546,300 3 134,125 5§ 34,253 38
2019 572,441 129,500 37,224 40
2018 511,115 124 745 36,780 32
2017 342,317 124 745 39,485 21
2016 254 866 118,345 15,257 18
2015 426,331 - 18,301 233
2014 414 956 224 525 55,530 1.5
2013 426,821 115,465 33,865 28
2012 504,734 128,013 24304 33
2011 388,376 143 346 28,457 23

Highway Infrastructure Bonds

2020 s 23500 S 107,110 § 48,116 59
2019 837.915 103,290 51.541 54
2018 614,621 96,925 52,507 6.1
2017 348,903 93,655 63,798 54
2016 791,378 63.640 64,753 59
2015 385,211 84,080 68,080 25
2014 383,116 106,610 71,053 22
2013 411,003 138,848 76,561 18
2012 785,000 243,060 220,698 1.7
2011 718,811 71,450 75,742 438

Energy and Minerals Bonds

2020 $ 6200 S 437 8§ 80 11.5
2019 1,077 439 96 2.

2018 10,136 422 120 18.7
2017 8462 2,819 198 31
2016 8.870 2,008 347 38
2015 8,763 1,967 439 36
2014 13,652 2,863 5 38
2013 8.826 1.819 604 36
2012 4.800 1,738 7 2.

2011 2,578 1,546 3985 13

N/A Data not available.

Sovreas: NM Department of Transportation avdita¢ financial statements UNM avdited finanecial stataments
NM Office of the State Treasurer avdited financial statements NMSU auditsd financial statements
N State Fair Commission (Expo) avdited financial statements ENMU avdited financial statements
WM Enerzy, Minerals and Natural Resources apdited financial statements WIMU avdited financial statements
WM Miner's Colfax Madical Center audited financial statements NMMI aupdited financial statements
NM Spaceport Avthority avdited financial statements NMHU aupdited financial statements
NM Department of Cultural Affairs audited financial statements NMTU avdited financial statements

UNM - Health Science is included in Educational in 2020.
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STATE OF NEW MEXICO

SCHEDULE C-5
Pledged
Revenues Annual Debt Service
Fizcal Year Received Principal Interest Coverage

Cultural Affair: Bond=z and Loan
2020 s 868 S 581 50 1.4
2019 G916 568 60 1.5
2018 892 558 65 14
2017 1.010 6595 70 13
2016 82 331 128 1.8
2015 835 320 139 1.8
2014 455 459 24 0.7
2013 1.100 1.432 236 0.7
2012 805 306 17¢ 14
2011 795 385 178 14

Miners' Colfax Medical Center Bond=
2020 s 1,500 S 1,030 225 1.2
2019 2,854 1.008 252 .
2018 6,722 980 282 53
2017 6317 o955 315 5.0
2016 6.651 935 337 5.2
2015 5,759 910 377 45
4 5 752 R3S 473 46
UL F DS 3,142 £,0U2 1.
2017 6,763 3,020 2,629 1
2016 6.551 2, 2,746
D=zbt not isspad in prior vaars.

Bernalillo County Metropolitan Court
2020 s 3922 s 2525 T 1.0
2019 3,587 2,780 1,159 0.9
2018 3.651 2, 1.266 0.5
Reported on NNMFA in Prior Years

Educational Insititutions
2020 s 2907 000 < 44 763 36,528 357
2019 1,014,174 862,509 356,788 0.8
2018 867,000 42,764 38.347 10.7
Raported on NMFA in Prior Yaears

TUniverszity of New Mexico Health Sciences
2020 s - s - - 0.0
2019 3,740 2,763 977 1.0
2018 4297 3,044 1,253 1.0
Raported on UNM in Prior Years

General Services Department
2020 s 16,100 s 5.01% 7.13% 13
2019 14200 10,279 3.921 1.0
2018 5,397 2,140 3,257 1.0

Reported on UNM in Prior Years
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STATE OF NEW MEXICO

DEMOGRAPHIC AND ECONOMIC INDICATORS

Last Ten Fiscal Years

SCHEDULE D-1

* Percent High
Per Capita School Grad Public
Personal Median or Higher School
Year Population Personal Income Income Age (Pop=25Yrs & >) Enrollment
2020 2,100,566 S 101,386.400,000 § 48,266 86.0 333,020
2019 2095428 86.328.400.000 41,198 373 85.0 333,829
2018 2095428 86.328.400.000 41,198 373 850 333,829
2017 2,088,070 83,127,300,000 39,811 372 846 338,370
2016 2,081,015 80,758,305.000 38.307 374 842 339,613
2015 2,080,328 79,104,093,000 38,025 372 842 340,365
2014 2,083,024 76.449.091,000 36,701 372 840 339219
2013 2,085,193 72,465,608.000 34,752 56.9 836 533223
2012 2,083,784 73,822,778,000 35427 36.8 834 337225
201 2,077,756 72,1753,501,000 34737 36.6 83.1 328,591
Sources:  Population, Per Capita Personal Income - New Mexico Bureau of Business and Economic Research, University of New
Mexico School Enrollment - New Mexico Department of Finance and Administration, Office of Education and Accountability
Personal Income - Department of Commerce Bureau of Economic Analysis, Education - Census.gov B13002 Amenican
Fact Finder, PEPASRGH GeographyNMYR2012Population Estimates, bea gov. www.ped state.nmus
Note: Personal Income, Per capita Personal Income and median Age data are as of 2018 data.
2011-18 population data represents estimates based on the 2010 census.
2017 1s Restated
Note: Statistics were revised to indicate the percentage of individuals that have attained educational levels instead of the

average educational level as was done in prior years.

Education level and vears of schooling has been replaced with Percent High School Graduate or Higher
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STATE OF NEW MEXICO

PRINCIPAL EMPLOYERS SCHEDULE D-2

Most Current Calendar Year and Historical Comparison

Calendar Year 2020 Calendar Year 2011*
Percent Percent
Number of of Al Number of of All
Emplovees Rank FEmplovees Emplovees Rank Employees
Entity Name
State of New Mexico (total offices, departments, etc.) 26,024 1 2.0% 21,832 2 2.5%
Federal Government 24188 2 2.7% 23,643 1 2.7%
UNM (Campuses, Hospital, Medical Group, Etc.) 20,689 3 2.3% 20,042 3 2.3%
Sandia National Laboratories 14,440 4 1.6% 10,560 6 1.2%
Presbyterian Healthcare 14,000 3 1.5% 9,500 7 1.1%
Albuquerque Public Schools 13,751 6 1.5% 11,500 5 1.3%
Walmart Corporate 13,055 7 1.4% 14,700 4 1.7%
Los Alamos National Laboratories 12,367 g 1.4% 7,940 8 0.9%
City of Albuquerque 6.125 Y 0.7% 6,040 0 0.8%
NMSU 3,432 10 0.4% N/A NA N/A
Total Employees of
Principal Employers 148.071 16.4%  126.675 14.6%

Sources:

Note:

New Mexico Department of Workforce Solutions, U.S. Department of Labor Statistics

2009 Book of Business List

NMNETLINKS

New Mexico Career Development Association

Albuquerque Public Schoools - Human Resources Department

City of Albuquerque One Albuquerque finance.

Governing Magazine 1-25-2019 - Federal Employees by State

State of New Mexico Payroll Control (DFA)

Los Alamos National Laboratory - Facts 3-13-2019, as of 3-2018.

Sandia National Laboratories: Facts & Figures for FY 2018 (9-30-18).

Walmart Corporate - New Mexico, Location Facts

New Mexico State University Quick Facts 2018-2019, on 3-13-19

University of New Mexico - Office of Institutional Analvtics - UNM Quick Facts 2015-2018
SEC quarterly reports

Number of employees is based on a calendar year average.

Rankings are based on the employers identified, there may be larger employers not identified from sources available.
Some data sources only included locations that had in excess of 100 employees.

* Used 2012, did not have information for 2011, since 2011 used 2010 data in annual reporting.
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STATE OF NEW MEXICO

COMPOSITION OF LABOR FORCE SCHEDULE D-3

Last Ten Calendar Years

Calendar Year
2016
2020 2019 2018 2017 as Restated
Nonagricultural Jobs

Government 186,300 190,300 183,600 186,500 188.900
Mining 18.600 26.300 20,300 20,800 19,800
Construction 49,500 52,200 46,900 45,700 43,400
Manufacturing 26300 27,700 26,900 26,400 26,900
Trade, Transportation and Utilities 135,400 140,900 136,300 136,600 138.700
Information 9.900 11,300 11,100 12,300 13,000
Financial Activity 32,300 36,000 34,700 34,000 33,300
Professional and Business Services 107,800 109.900 103,200 104,300 101,300
Education and Health Services 133,600 144,000 140,200 139,000 138,200
Letsure and Hospitality 67.600 99.800 94,700 06,400 93,500
Other Services 23,900 27.900 27.600 28.600 28.500

Total Nonagricultural Jobs 793,200 866,300 823,500 830.600 827,700
Civilian Labor Force 960,100 966,624 949,047 029,567 928,732
Total Employed 871.7 920,787 904,196 872,382 866,704
Unemployed §2.400 45837 44 351 37,183 62.028
Unemployment Rate 8.6% 4.7% 48% 62% 6.7%
Seasonally Adjusted Rate 8.6% 4.7% 47% 64% 6.7%

Source New Mexico Department of Workforce Solutions, U.S. Department of Labor Statistics
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STATE OF NEW MEXICO

SCHEDULE D-3 (CONTINUED)

Calendar Year
2015 2014 2013 2012 2011
as Restated as Restated as Restated as Restated as Restated
Nonagricultural Jobs

Govemnment 189,300 194,700 188,300 182,297 193,100
Mining 25,600 28400 26.800 23939 21,300
Construction 43,500 43,300 40,600 41,116 43400
Manufactunng 27.800 28,300 7300 29672 20400
Trade, Transportation and Utilities 139,600 1427 136,800 134,061 133,300
Information 12,700 12,700 12,300 13,323 14,400
Financial Activity 33.300 33.600 34.100 35,47 32500
Professional and Business Services 99.700 100,300 96,300 92,746 100,500
Education and Health Services 133,300 131,900 123,200 114233 121,700
Leisure and Hospitality 03.100 §9.000 §5,000 §6.269 $6.300
Other Services 28,500 28,300 27200 20970 28.600

Total Nonagricultural Jobs $26.400 §33.200 798,400 774303 806,500
Civilian Labor Force 027,909 027142 023,899 027.793 030336
Total Employed §67.387 §63.220 §30.804 861,617 860303
Unemployed 60,612 61913 64,005 66,178 70,031
Unemployment Rate 6.5% 6.7% 6.9% 11% 1.5%
Seasonally Adjusted Rate 6.6% 6.7% 7.0% 11% 1.5%
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STATE OF NEW MEXICO

PUBLIC HIGHER EDUCATION ENROLLMENT

Last Ten Academic Years

Eastemn New Mexico University

New Mexico Highlands University

New Mexico Institute of Mining and Technology
New Mexico State University

Northern New Mexico College

University of New Mexico

Western New Mexico University

Total All Four-Year Institutions

Central New Mexico Community College *
Clovis Community College

Luna Community College

Mesalands Community College

New Mexico Junior College

New Mexico Military Institute

Northem New Mexico College

San Juan College

Santa Fe Community College

Total All Two-Year Institutions

Total All Institutions

SCHEDULE D-4

Academic Year
2019-20 2018-19 2017-18 2016-17 2015-16

5519 4791 5373 5,801 5,936
2169 2330 2348 2438 2,633
1517 1.614 1612 1,666 1817
13.458 18.592 18,393 19324 19.876
768 804 799 736 707
22568 22812 23430 23483 28,489
1974 1,990 2012 2,045 2,169
52973 52953 34232 37.633 61.647
11612 12.000 12,156 12,716 13,684
1.461 1.509 1477 1493 1,500
526 513 505 614 709
346 413 388 404 459
1.591 1.464 1.696 1,393 1,651
459 487 487 492 bl
N/A NA NA N/A NA
3014 3873 3.672 3,338 4,409
2175 2129 2252 2,301 2648
22084 22,488 22,633 23243 23581
75,057 75441 76,865 80.876 87.228

! Albuquerque Technical Vocational Institute's name changed to Central New Mexico Community College

Source: Information can be found at http://hed state nm.us/data-reports/data-reports-1/annual-projects

2019 Annwal Report

These numbers are by total FTE not head counts. Branches must be Included in totals.
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Eastem New Mexico University

New Mexico Highlands University

New Mexico Institute of Mining and Technology
New Mexco State University

Northem New Mexico College

University of New Mexico

Westem New Mexico University

Total All Four-Year Institutions

Central New Mexico Community College '
Clovis Community College

Luna Community College

Mesalands Community College

New Mexico Juntor College

New Mexico Military Institute

Northemn New Mexico College

San Juan College

Santa Fe Community College

Total All Two-Year Institutions

Total All Institutions

SCHEDULE D-4

Academic Year
2014-15 2013-14 2012-13 2011-12 2009-2010

327 6.489 6,362 6,974 6,587
2626 2,742 2,758 2,778 2,747
1,805 1,766 1,604 1,598 1552
20,630 21,752 22,756 23418 23,632
370 1.061 1,186 1,254 1,332
28217 28.3586 28557 28542 28337
2222 2223 2,153 2,180 2236
62,757 64619 63,966 66,644 66443
14,633 15,920 15,818 16,384 16,687
1,548 1,589 1,684 1,760 1,828
157 836 023 1,013 1,048
428 423 632 507 630
1,698 1.651 1,626 1,966 1.923
350 588 613 379 593
N/A N/A N/A N/A N/A
4619 4901 4048 5,027 4,799
2,809 3.003 2,883 2,800 2847
27.152 28,031 20,149 30216 30,364
§9.000 093,550 05,115 06,860 06.807
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STATE OF NEW MEXICO

FULL-TIME EQUIVALENT STATE EMPLOYEES BY FUNCTION SCHEDULE E-1

Last Ten Fiscal Years

Fiscal Year
2018
2020 2019 As Restated 2017 2016
General Government
Govemment Operations 1.380.0 1.336.3 ! 1.334.0 1.335.0 1.190.0
Taxation and Revenue 10728 1,066.8 1,078.0 1,088.0 1,096.0
Human Services and Youth Cormrections 408938 41058 3.900.0 43200 45400
Adult Corrections 2,621.0 24530 24430 2,409.0 24470
Public Safety 1,6073 15473 1.335.0 1,545.0 14027
State Courts 35426 34734 2 3,389.0 3,375.0 35874
Health and Environment
Department of Health 3.7695 35515 4 3.536.0 3.7920 3.780.0
Department of Environment 634.5 635.5 6380 637.0 660.5
Miners Colfax Community Hospital 2580 260.0 2580 2240 2240
Employment and Family Services 14058 14183 4 1,643.0 14330 623.5
Natural Resources 13615 13755 1.366.0 1.382.0 1,005.8
Cultural Affairs 3093 4879 4840 509.0 308.8
Busmess, Labor and Agnculture 8784 8644 : 860.0 900.0 1,809.5
Education 3872 3842 3780 3070 3483
Transportation 2,506.5 2.506.5 2.503.0 24880 24875
Total Full-Time Equivalent State Employees 26,0242 25,466.6 25,3640 25,363.0 25,308.0
Change 21% 04% -2.0% 02% 12%

Source New Mexico Legislative General Appropnation Act for each fiscal year's annual appropriation. Used FY14 data in FY15 as data was not available.
NMNETLINKS
New Mexico Career Development Association
Report of the Legislative Finance Committee to the 53rd Legislature Second Session, January 2018, Vol. 2, Pg. 1-351
Report of the Legislative Finance Committee to the 54th Legislature First Session, January 2019, Vol 2. Pg_ 1-324
Report to the Legislative Finance Committee to the Fifty-Fourth Legislature, Second Session January 2020 for the 2021 Fiscal Year, Vol 2, Pg. 1-348
Report to the Legislative Finance Committee to the Fifty-Fifth Legislature. First Session January 2020 for the 2021 Fiscal Year, Vol. 2. Pg. 1-351.

! Total FTE Positions for Attomey General included in Government Operations for 2017 is based on 2016 as 2017 was not available

? Total FTE Positions for 4th, 5th, 8th 9th and 10th Judicial District Attomeys included in State Courts for 2018 is based on 2017 as 2018 was not available

# Total FTE Positions for Gaming Control Board included in Business, Labor and Agnculature for 2018 is based on 2017 as 2018 was not available

N Throughout 2018, approximately 222 FTE Positions were transferred from the Department of Health to the Department of Veterans' Services for certain
functions including IT Infrastructure. financial oversight and electronic health record.
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General Government

Govemnment Operations
Taxation and Fevenue

Human Services and Youth Corrections

Adult Corrections

Public Safety

State Courts

Health and Environment

Department of Health
Department of Environment
Miners Colfax Community Hospital

Employment and Family Services
Natural Resources

Cultural Affairs

Business, Labor and Agriculture
Education

Transportation

Total Full-Time Equivalent State Employees

Change

SCHEDULE E-1

Fiscal Year
2015 2014 2013 2012 2011

12035 12035 12285 12150 12553
1.109.0 1.109.0 1.136.0 1,136.0 1.150.5
43841 43841 42251 43571 43231
24530 24530 24533 240035 24905
14527 14527 1,456.7 14677 14745
34710 34710 34978 34901 3.503.1
3.791.0 3.791.0 3.946.0 3.9410 4.0938.0
660.5 660.5 6715 673.0 685.0
2240 2240 2240 2250 2250
618.5 618.5 626.5 624.5 652.5
267.8 267.8 10188 10123 962.3
5078 5078 5055 336.7 3342
1.815.6 1.815.6 1,734.7 1,799.4 18457
3503 3503 364.8 4188 4122
24895 2,489.5 2,502.5 2,5022 2,504.5
25.496.3 25.496.3 25.591.9 25,8803 26.116.4
0.0% 04% -1.2% 0.9% -0.8%
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STATE OF NEW MEXICO

OPERATING INDICATORS BY FUNCTION
Last Ten Fiscal Years

General Government
Operations
Public Emplovees' Retirement Fund's National Performance
Ranking Percentile (Ten-Year Annualized) Hiaezes

Taxation
% of Electronically Filed Personal Income Tax Retums flRIIEEITH S
% of Motor Vehicle Registrations Issued (with
Lisiity Insurance) 1415102337 4447
Amount of Delinquent Property Tax Collected and Distributed
to Counties in millions © 101415 1923374447

Regulation
# of Vehicular Port Traffic at New Mesxico Ports 7 /¥ /7452035474
Nursing Licenses Issued 101318359046 49
Tri-Annual Physician Licenses [ssued Wi
Biennial Physician Assistant Licenses Issued i iazrasad

Public Safety
Inspection/Audit Hours by State Fire Marshall and
Pipeline Safety Bureay 10 141519284143 48
4 of Traffic Fatalities ° ¢ /71828374447
# of Driving While Intoxicated Fatalities i
# of Driving While Intoxicated Arests frisizsrad

182337 4447

Education
Public
# of High School Graduates (4 vegr) 12042
Student Dropout Rate for Grades ¢ - 12 230z
Public School Capital Outlay Allocation ($ Millions) 4

Higher
Graduation Rate of Bachelor Degree Students
(Petiod of Six Years for Completion) ¥ 101415384343
9% of First Time Freshman Lottery Scholarship Recipients

at Four-Year Institutions Who Complete Within Six Years o

352

2020,

90%
91%

§104

037119
18.918
4303

629

NA
418

142
1.647

25,993
NA
N/A

56%

Fiscal Year
2019, 2018,
as Restated  as Restated

39th 39%
88% 7%
90% 90%
$129 $146

1.548.500 1,397.023

24711 19.340
4,086 4,059
556 487
NA 19.500
417 369
157 143
1M 23574
26,092 26288
NA NA
N/A NA
54% 50%
N/A NA

2017,
as Restated

39%

86%
0%

§113

1,371,366
16.872
4116

453

16.590
383

163
NA

26,587
3.80%
NA
49%

N/A

2016,
as Restated

30"

85%
2%

§11.6

1,589.396
16.251
374

431

10.408
366

149
NA

25,926
44%
346
43%

75%



STATE OF NEW MEXICO

2015,
as Restated
General Government
Operations
Public Employees' Retirement Fund's National Performance 36*
Ranking Percentile (Ten-Year Annualized) * 114439430
Taxation
% of Electronically Filed Personal Income Tax Retums * /¥ /7295747 g4
9% of Motor Vehicle Registrations Issued (with %1%
Liability Insurance) 1+ 17 1824374447
Amount of Delinquent Property Tax Collected and Distributed 5104
to Counties in millions & 1014151923374447
Regulation
# of Vehicular Port Traffic at New Mexico Pogts 17/# 111826354740 1,463,046
Nursing Licenses Issued /7474534040 40 14,854
Tri-Annual Physician Licenses Issued /7444792735474 3,841
Biennial Physician Assistant Licenses [ssued [0d3a5r354548 476
Public Safety
Inspection/Audit Hours by State Fire Marshall and 14,773
Pipeline Safety Bureay 10 1415 928414548
# of Traffic Fatalities /¢ 17 192937 447 347
# of Driving While Intoxicated Fatalities /¥ /7137537447 155
# of Driving While Intoxicated Arrests /718337447 N/A
Education
Public
# of High School Graduates (4 yegr) /> % 25,863
Student Dropout Rate for Grades 9 - 12 2304232 44%
Public School Capital Qutlay Allocation (5 Millions) ! 893
Higher
Graduation Rate of Bachelor Degree Students 48%
(Period of Six Years for Completion) Flol4153845 48
% of First Time Freshman Lottery Scholarship Recipients 2%

10141521

at Four-Year Institutions Who Complete Within Six Years :

353

Fiscal Year
2013,
as Restated

30"

§3%
01%

5124

824,84
15,081
3.661

11,364

120
NA

25,903
5.0%
483

SCHEDULE E-2

2012,
as Restated as Restated

50%

§2%
0%

§11.0

766,671
14,500

3.000
223
37919
395

169
2479

26,096
4.4%
136

40%

3%

2011,

10"

63%
91%

86.3

830,000
13,576
2707

262

26,191
48%
NA

3%

1%



STATE OF NEW MEXICO

OPERATING INDICATORS BY FUNCTION (CONTINUED)

Last Ten Fiscal Years

Health and Human Services
% of Children Recetving Services m Medicaid
ManagedCare 10141323334447
% of Child Support Collected of Support Owed
# of Homeless Veterans Provided Shelter
(Period of Two Weeks or More) 10113 a1a

% of Children Adopted within 24 Months of Entry into
81014152337 44 48 (Spiit into two tome periods for 2020)

0141713233543 45

Foster Care
% of Abused Children with Repeat Maltreatment * /¥ /#7474
% of Preschoolers Fully Immunized * ¥4/ 4#+7#

# of Operating School-Based Health Centers ¥+ %
Average Patient Length of Stay for Acute Care Facility
(Miners' Colfax Hospital) '**/** %

Corrections
Juvenile
% Juveniles Eaming Education Credits While Incarcerated &
% of Juveniles Who Complete Formal Probation S
% of Juveniles Recommitted to a Youth Detention Facility* 747 #337%

Adult
Tumnover Rate of Cotrectional Officers * /¥ /7452337474

Success Rate Recidivism of Offenders Enrolled in After
Release Program (36 months) Pl
% of Pnsoners Remncarcerated within 36 Months
After Release 1014151723374445 48
Culture and Recreation
= of Visits to Visitor Information Centers (Millions) :
= of Unique Website Visitor Sessions (Millions) faa
Circulation Rate for New Mexico Magazine* ¥ /747 /53737447
Attendance to Museum Exhibitions, Pefformances, Films,
Programs 5101415343845458
% of Public Hunting Licenses Drawn by New Mexico
Resident Hunters ° /01415183638 4548
Fish Output from Hatchery System (,'nr 1:?1_‘?}4? 4:" 101415353545 43

= of Visitors to State Parks (Millions) ™~

Natural Resources, Environment
= of Inspections of Ol and Gas Wells and Associated Facilities fRdgEE
% of Required Mine Inspection Conducted frRliEsTas
% of Abandoned Uranium Mines with Current Site Assessments °
% of Landfills Meeting Groundwater Monitoring Requirements
141523 37 44 47
# of Wildlife Habitat Acres Conserved or Enhanced %%
= of Threatened Endangered Species Monitored Tnvolved in

NA
04%
20%

2%
46%

N/A
24
70,000

§27.8935
§8%

666.738

.4

36,832
§8%
N/A
97%

192,000
51%

Recovery Process changed to % of Endangered Species in 2017 HolsLsnes e

354

2019,
as Restated

15%

38%
N/A

2%

17%

64%

NA
86%
20%

25%
46%

4%

NA
24
70,000

526,969
84%

670,851
5

31,043
88%
NA
99%

192,000
48%

Fiscal Year
2018,
as Restated

12%

1%
N/A

28%

15%
61%
73
5

NA
86%
20%

28%
1%

49%

N/A
04
70,000

835,789
849%

646.173
5

42,880
95%
NA
96%

192,000
41%

2017,
as Restated

85%

56%
503

25%

15%
2%
70
3

NA
83%
1%

2%
0%

N/A
04
70,000

179,810
84%

681.103
5

37,648
97%
N/A
97%

192,000
52%

2016,
as Restated

85%

56%
491

23%

NA
12

NA
83%
10%

10%
46%

46%

N/A
0.6
73,000

743,101
84%

638,504
3

49,624
97%
N/A
100%

NA
N/A



STATE OF NEW MEXICO

SCHEDULE E-2 (CONTINUED)

2015,
as Restated
Health and Human Services
% of Children Receiving Services in Medicaid 86%
Managed Care 101413 23384447
% of Child Support Collected of Support Owed * /¥ /71529354745 56%
# of Homeless Veterans Provided Shelter 360
(Period of Two Weeks or More) * /04447218
% of Children Adopted within 24 Months of Entry into 32%
Foster Care 510141523 37 44 45 (Spiit into two time periods for 2020}
9% of Abused Children with Repeat Maltreatment ° /¥ /7 7337474 11%
9% of Preschoolers Fully Immunized ° /¥ 47 45#7% 76%
# of Operating School-Based Health Centers 147 80
Average Patient Length of Stay for Acute Care Facility 3
(Miners' Colfax Hospital) /¥4 ¢ %%
Corrections
Juvenile
% Juveniles Eaming Education Credits While Incarcerated 5 NA
% of Juveniles Who Complete Formal Probation e 83%
% of Juveniles Recommitted to a Youth Detention Facility QadTITIaaTS 8%
Adult
Tumover Rate of Correctional Officers * /#7423 38474 13%
Success Rate Recidivism of Offenders Enrolled in After 47%
Release Program (36 months) Iedgzaarages
% of Prizoners Reincarcerated within 36 Months 23%
After Release 101415172337444543
Culrure and Recreation
= of Visits to Visttor Information Centers (Millions) ! N/A
# of Unique Website Visitor Sessions (Millions R 08
Circulation Rate for New Mexico Magazine * © /¥ 47 4933334347 92,148
Attendance to Museum Exhibitions, Performances, Films,
Programs“ﬂ 141734354543 823450
% of Public Hunting Licenses Drawn by New Mexico 84%
Resident Hunters §1014151536354548
Fish Output from Hatchery System (in Pounds) 77 /74473735474 637200
= of Visitors to State Parks (Millions) R <
Natural Resources, Environment
£ of Inspections of Oil and Gas Wells and Associated Facilities * /#1737 47539
9% of Required Mine Inspection Conducted * /#/7#9 37474 97%
% of Abandoned Uranium Mines with Current Site Assessments ° N/A
% of Landfills Meeting Groundwater Monitonng Requirements 05%
14152337 44 47
# of Wildlife Habitat Acres Conserved or Enhanced *° % NA
# of Threatened Endangered Species Monitored Involved in 35
Recovery Process changed to % of Endangered Species in 2017 Fl0lslisRasa

355

2014,

as Restated

80%

6%
560

11%
2%
80

[F¥]

NA
NA
89,556

851,101

87%

634,779

Fiscal Year
2013,
as Restated

70%

36%
132

31%

9%
72%
80
3

NA
NA
9%

8%
28%

47%

N/A
NA
91,197

826,912
86%

621,721
38

37,707
100%
N/A
100%

NA
39

2012,
as Restated

T0%

7%
173

35%

8%
16%

53%
90%
12%

11%
37%

40%

13
94,221

830,000
80%

392247

35,147
100%
0%
03%

100,000
35

2011,
as Restated

60%

37%

300

28

0%
65%

47%
92%
11%

13%
35%

27.816
100%
0%
97%

180,331
35



STATE OF NEW MEXICO

OPERATING INDICATORS BY FUNCTION (CONTINUED)

Last Ten Fiscal Years

Fiscal Year
2019, 2018, 2017, 2016,
2020, as Restated  as Restated as Restated as Restated

Business, Labor, and Agriculture

% of Adults Who Entered Employment in 1* Quarter of Receiving 69% 9% 9% 78% 80%
Training Services (Changed in 2013 to Percent of Individuals Who
Have Recetved Employment Services Retaining Employment
After Six Months) 0141517102337 4548
£ of Rural Jobs Created /#4779 374742 460 1376 2414 775 641
# of Media Industry Worker Days /¥ 47 /8374545 102,376 319,814 250,961 448304 260,307
Changed to "Direct Spending by Industry productions $257 §525 5234 $505 5387
(5 Millions) 14 2337 45 48 )
Economic Impact of Media Industry Productions (5 Millions) > 5 #1522 NA NA NA NA NA
Highways and Transportation )
£ of System wide Miles in Deficient Condition * 1 /7 %9 374747 4420 3,783 4675 4675 4515
# of Traffic Fatalities per 100 Million Vehicle Miles Traveled 7 "% 153 130 143 1.16 1.18
# of Statewide Improved Pavement Surface Miles * %117 25374548 3,970 3,143 2,854 3,668 2457
Fiscal Year
2015, 2014, 2013, 2012, 2011,
as Restated as Restated as Restated as Restated as Restated
Business, Labor, and Agriculture
% of Adults Who Entered Emplovment in 1% Quarter of Receiving 80% 75% 74% 2% 86%

Training Services (Changed in 2013 to Percent of Individuals Who
Have Received Employ‘m‘eﬁnrt §ery1'ces Retaining Emplovment

£ of Rural Jobs Created *###1# %7474 726 1,562 1,440 1,542 038
# of Media Industry Worker Days * #9744 208308 180782 216461 143046 181366
Changed to "Direct Spending bv Industry productions §286 §162 5641 5674 $697
(§ Millions) 123574543
Economic Impact of Media Industry Productions (§ Millions) * * ¥ Na NA NA NA NA
Highways and Transportation

# of System wide Miles in Deficient Condition” ¥~/ ¥"+* 4,250 3,806 8.287 3,837 3407
# of Traffic Fatalities per 100 Million Vehicle Miles Traveled * ~* %% 1.09 1.51 121 143 138
# of Statewide Improved Pavement Surface Miles *¢° /44 5#%74 % 2,611 2,889 3.139 2,750 4,000
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STATE OF NEW MEXICO

SCHEDULE E-2 (CONTINUED)

Sources Various departments of the State of New Mexico

Note:

NAl

New Mexico Public Education Website - New Mexico High School Graduation - Graduation Rates

2 New Mexico D port published by New Mexico Public Education De :

4 New Mexico Public Schools Finance Authority

& Report of the Legislative Finance Committee to the 50th Legislature Second Session, January 2012, Vol. IT, Pg. 92, 93, 95, 99, 100, 101,
102, 103, 104, 105, 106, 108, 112, 113, 114, 122, 123, 172, 178, 187, 188, 194, 262, 287, 291, 303, 322, 323, 336, 338

¢ Report of the Legislative Finance Committee to the S1th Legislature Second Session, January 2014, Vol. I, Pg. 82, 98, 99, 100, 101, 105, 108, 112, 115,
116, 124, 125, 132, 133

12 Report of the Legislative Finance Committee to the 51th Legislature Second Session, January 2014, Vol. II, Pg. 41, 59, 121, 150, 157, 159, 185, 230, 276,
278, 283, 330, 332

11 Pension fund rankings by state-Crain's Chicago Bs, http://www_chicagobusiness. com/article/201301 10/NEWS07/130109847 /pension-fund-rankings-by-
state-were-no-50

12 New Mexico TranMaﬁon By The Numbers:

14 R M of the Legislative Finance Committee to the 52th I.eg;slamre Second Sessmn Januarv 2015, Vo]_ I, Pg. 88, 90, 98,99, 100, 101, 105, 108, 112, 113,
116, 117, 121, 122, 123, 129_ 130; Vol IT pg. 126, 134, 136, 140, 156, 158, 176. 184, 226, 285, 307, 324, 342, 344

15 Report of the Legislative Finance Committee to the 52th Legislature Second Session, January 2016, Vol. I, Pg. 152, 327, 343, 356, 505

17 Report of the Legislative Finance Committee to the 53rd Legislature First Session, January 2017, Vol. I, Pg. 91, 103, 116

12 Report of the Legislative Finance Committee to the 53rd Legislature First Session, Januarv 2017, Vol. 11, Pg. 115, 143, 145, 215, 237, 243, 264, 277, 283,

1% Report of the Legislative Finance Committee to the 50th Legislature First Session, January 2011, Vol. I, Pg. 157, 243

21 Report of the Legislative Finance Commuttee to the 52nd Legmslature First Session, January 2015, Vol. II, Pg. 261, 285, 343

22 Mercatus Center - George Mason University, www.mercatus org/statefiscalrankings

23 Rannrt af tha T amiclativs Finanea P tn tha Sded T amiclaniea Firet Qaceinn Tammam: M€ Val T Da 14 04.02 1AN_1NA1T 102104 114 110190

44 Report of the Legislative Finance Committee to the 54th Legislature Second Session, January 2020, Vol. I, Pg. 109-110, 121-122 127, 134 143,
148-149, 156-158

45 Report of the Legislative Finance Committee to the 54th Legislature Second Session, January 2020, Vol IT. Pg. 122-123, 125-126, 129-130, 132, 144,
174,182 190, 238243 261, 200-291, 302-303, 324-

48 New Mexico Board of Nursing - Annual Report FY 2019, Pg 45-

47 Report of the Legislative Finance Committee to the 55th Legislature First Session, January 2021, Vol. I, Pg. 116,121, 128 144 150-151, 153,
155-158, 166-167

43 Report of the Legislative Finance Commuttee to the 55th Legislature First Session, January 2021, Vol. IT, Pg. 124, 126, 132, 133, 145 151, 153, 172,
181 188, 237, 242 250 266, 289, 300, 303, 326, 356

4 New Mexico Board of Nursing - Annual Report FY 20120 Pg 29

e ht_lps qgﬁusa org/ wg—contentrugloads '2019/08 Public-Pension-Performance IPFI August2019.pdf pg 10-12

The State of New Mexico passed the Accountability in Government Act, NMSA 6-3A, in 1999, Efforts have been made in identifving
and determining performance measurements since that time. Agencies began tracking and calculating these performance measurements
begmning m fiscal year 2004. These operating indicators will continue to be tracked in the future in order to reach a ten vear historical comparison.

Measure deleted n FY(09 or a latter Fiscal Year and replaced by different criteria. NA Information not available
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STATE OF NEW MEXICO

CAPITAL ASSETS STATISTICS BY FUNCTION

Last Ten Fiscal Years

General Government
Buildings
Vehicles

Public Safety
Buildings (not inc. POES)
Vehicles
Ports of Entry

Health and Human Services
Buildings - General Administrative
Buildings - Program
Jevenile Reintegration Canter
Madical CenterHospital
Rehabilitation Facility
Veterans' Center

Vahicles

Corrections
Buildings
WVehicles

Culture and Recreation
Vehicles
Mussums
Monuments

Natural Rezources, Environment

http://w ww nmhistoricsites orgf

Fizecal Year

2020 2019 2018 2017 2016

110 110 110 110 110
40 N/A N/A N/A N/A
29 2 29 29 29
846 1275 1,256 S00 921
8 8 8 8 6
302 302 34 34 4
4 4 4 4 3
55 54 57 58 53
5 5 5 5 7
16 16 16 16 1
511 871 871 400 426
406 406 330 330 330
257 435 347 320 355
60 55 54 40 45
14 13 9 9 4
8 8 7 7 ]

http:#/vwww emnrd.state nm. us/SPDVFindaPark htm|
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STATE OF NEW MEXICO

SCHEDULE E-3

Fiscal Year

2013 2012 2011
2015 2014 as Restated as Restated as Restated
General Government
Buildings 110 110 110 110 110
Vehicles N/A N/A N/A N/A N/A
Public Safety
Buildings (not inc. POE'S) 20 28 29 20 20
Vehicles 921 221 921 221 35
Ports of Entry 6 6 16 16 16
Health and Human Services
Buildings - General Administrative 4 4 34 34 34
Buildings - Program
Juvenile Feintegration Center 3 3 3 3
Medical Center/Hospital 33 33 253 253 233
Rehabilitation Facility 7 7 7 7
Veterans' Center 1 1 11 11 11
Vehicles 426 426 426 426 440
Corrections
Buildings 330 330 330 330 330
Vehicles 355 333 355 333 369
Culture and Recreation
Vehicles 45 45 45 45 48
Museums 4 4 4 4 8
Monuments 6 6 6 6 8
Natural Resources, Environment
Vehicles 380 380 380 380 383
State Parks 33 33 33 33 33
Wildlife Management Areas (Acres) 171,241 171,241 171,241 171,241 171,241
Fish Hatcheries 6 6 6 6 6
Education Vehicles
Vehicles N/A N/A N/A N/A N/A
Highways and Transportation
Highway Lane Miles 26.598 26,398 26.598 26.398 26.398
Vehicles Heavy Equipment 6.417 6.417 6.417 6.417 6.417
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STATE OF NEW MEXICO

EXPENDITURES — HISTORICAL AND CONSTANT DOLLARS SCHEDULE F-1
ALL GOVERNMENT FUND TYPES

Last Ten Fiscal Years

$20,000

$18.000

$16,000
$14.000
$12,000
$10.000
$8,000 -
$6,000 -
$4,000 -
$2,000 -
g . . . : :
2015 2012 2011

2020 2019 2013 2017 2016 2014 2013
= Constant Dollars » Historical Dollars
Expenditures
Fiscal Year Historical Dollars Constant Dollars
(in Millions) Change (in Millions) Change
2020 3 17276 T 167% S 8224 T 164%
2019 14,809 33% 1.067 33%
2018 14,329 0.7% 6,838 -1.1%
2017 14,434 -1.2% 6,913 -1.5%
2016 15,530 2.0% 1472 8.9%
2013 14 268 12.1% 6,839 12.4%
2014 12,727 3.1% 6,102 5.0%
2013 12,114 6.4% 5,809 6.4%
2012 11,380 -3.7% 5,462 -4.6%
2011 11,825 33% 5,724 0.7%

2011 through 2012 are Restated

360



STATE OF NEW MEXICO

PER CAPITA EXPENDITURES
HISTORICAL AND CONSTANT DOLLARS
ALL GOVERNMENT FUND TYPES

Last Ten Fiscal Years

$8.000

SCHEDULE F-2

$7.000

$6.000

$5.000

§4.000

$3.000

$2.000

$1.000

§-
2020 2019 2018 2017 2016 2015 2014 2013 2012 2011
® Constant Dollars ® Historical Dollars
Expenditures
Fiscal Year Historical Dollars Constant Dollars
(in Thousand) Change (in Thousands) Change
2020 S 8224 164% S 3.238 15.0%
2019 7.067 34% 2,817 1.5%
2018 6.838 -1.1% 2,775 -3.4%
2017 6.913 -7.5% 2.874 -9.4%
2016 7472 8.9% 3.173 7.6%
2015 6.859 12.4% 2,949 12.3%
2014 6.102 5.0% 2,627 3.4%
2013 5.809 6.4% 2.541 4.8%
2012 5462 -4 6% 2424 -6.5%
2011 5.724 9.4% 2,593 7.2%

2011 through 2019 are Restated
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INDEPENDENT AUDITORS’ 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

The Honorable Michelle Lujan-Grisham, Governor of the State of New Mexico
Ms. Debbie Romero, Secretary of the New Mexico Department of
Finance and Administration,
Ms. Donna M. Truijillo, State Controller of the New Mexico Department
of Finance and Administration, and
Mr. Brian Colon, New Mexico State Auditor

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, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of State of New Mexico, as of and for the year ended
June 30, 2020, and the related notes to the financial statements, which collectively comprise State of
New Mexico’s basic financial statements, and have issued our report thereon dated April 29, 2020. Our
report includes reference to other auditors who audited the financial statements of certain components
of the State, as described in our report on the State’s financial statements. This report does not include
the results of the other auditors’ testing of internal control over financial reporting or compliance and other
matters that are reported on separately by those auditors. Our report includes a qualified opinion on the
governmental activities opinion unit because of the matter described in the “Basis for Qualified Opinion”
paragraph in our report starting on page 2.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered State of New Mexico's
internal control over financial reporting (internal control) as a basis for designing 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 State of New
Mexico’s internal control. Accordingly, we do not express an opinion on the effectiveness of State of New
Mexico’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.

A member of
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The Honorable Michelle Lujan-Grisham, Governor of the State of New Mexico
Ms. Debbie Romero, Secretary of the New Mexico Department of
Finance and Administration,
Ms. Donna M. Truijillo, State Controller of the New Mexico Department
of Finance and Administration, and
Mr. Brian Colon, 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 have not been identified. We did identify certain deficiencies in internal control, described in the
accompanying schedule of findings and responses as items 2020-001, 2020-002, 2020-003 that we
consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether State of New Mexico's financial statements are
free from 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 financial statements. 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 findings and
responses as item 2020-004.

State of New Mexico’s Response to Findings

State of New Mexico’s response to the findings identified in our audit is described in the accompanying
schedule of findings and responses. State of New Mexico’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it.

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 results 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.

%ZM@% L7

CliftonLarsonAllen LLP

Albuquerque, New Mexico
April 29, 2020

364



STATE OF NEW MEXICO

SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2020

Summary of Auditors’ Results

Financial Statements

Type of auditor’s report issued: Unmodified; Modified Governmental Activities
Internal control over financial reporting:

e Material weakness(es) identified? Yes X No

e Significant deficiency(ies) identified that are
not considered to be material weaknesses? Yes None reported X

Noncompliance material to financial
statements noted? Yes No X
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STATE OF NEW MEXICO

SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2020

Financial Statement Findings

Control Over Financial Reporting)

Condition: The financial statements of the State are considered “group financial statements” under A U-C 600, Special
Considerations — Audits of Group Financial Statements. Whereas, “group financial statements are defined as financial
statements that include the financial information of more than one component. The “component” is defined as an
entity or business activity for which group or component management prepares financial information that is required
by the applicable financial reporting framework to be included in the group financial statements.

The State’s financial statements consist of more than 200 components, these components consist of state
agencies/entities under each of the three branches of the government (Executive, Judicial, Legislative), various boards
and commissions of the State, various educational institutions as established by the State’s constitution, and various
other entities that are legally separate from the State that meet the criteria of a component unit of the State under
GASB codification. Examples of component units included in the State’s financial statement include the finance
authorities, the lottery, foundations of aforementioned educational institutions, and numerous state authorized charter
schools and their related foundations. All components of the State are separately audited and issue separate stand-
alone financial statements. The following represent some of the more significant issues identified at the component
level that have an impact on state-wide reporting:

e Asreported in the separate audit of the Office of Superintendent of Insurance, a non-significant component
of the State, management of the agency recognizes plan participant surcharges on the cash basis of accounting
in the Patient’s Compensation Fund (a component of the private-purpose trust fund of the State).

e Asreported in the separate audit of the General Services Department, a significant component of the State,
management of the agency has identified the records of land owned by the State are incomplete and don’t
agree with the reported amounts in the financial statements. In addition, management of the agency is
uncertain as to the accuracy of the dates in service for CIP projects determined to have been completed in
prior years.

e As of the date of this audit report, there are three stand-alone audited financial statements that were not
completed by the regulatory due date. Of these, one is a component of the General Fund, one is a component
of the Educational Institutions proprietary fund, and the other is a non-major component unit. None of these
are significant to the Statewide reporting entity.

e During our audit, we observed the following discrepancies and other issues when comparing the component
level reporting to the State level reporting:

o In the statement of activities for a component, approximately $79M in revenues were classified as
general revenues, whereas the State classified this amount as charges for services. This was
determined to be fairly presented in the State’s financial statements, no correction required.

o In the statement of activities for a component, approximately $166M in revenues were classified as
operating grants, whereas the State classified this amount as general revenues. This was determined
to be fairly presented in the State’s financial statements, no correction required.

o In the statement of activities for a component, approximately $121M in revenues were classified as
charges for services, whereas the State classified this amount as general revenues. This was
corrected in the State’s financial statements.

o In the statement of activities for a component, approximately $423M in revenues were classified as
capital grants, whereas the State classified this amount as operating grants. This was corrected in
the State’s financial statements.
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STATE OF NEW MEXICO

SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2020

Financial Statement Findings (Continued)

Control Over Financial Reporting) (Continued)

o Inthe statement of net position for a component, approximately $85M was classified as a component
of unrestricted net position, whereas the State classified this as a component of restricted net
position. This was not corrected in the State’s financial statements.

o In the fund statements for a component, approximately $11M was classified as other financing
sources, during the State’s transfer reconciliation, management reclassified this to federal revenue,
as there no longer was a corresponding transfer out to this component. However, a portion of this
should have been accounted for as unearned revenue in the component financial statements and the
State’s financial statements.

o The State has established various accounts within the State’s chart of accounts for those components
on the State’s ERP system (SHARE) to improve the consistency and accuracy of statewide
reporting, however, we have observed inconsistent use of these accounts across these components.

o The State has established the Manual of Model Accounting Practices (MAPs) as the prescribed set
of policies and procedures that are required to be followed for stand-alone state agencies. We noted
a component of the state is not adhering to the policy to account for inventory, as required by FIN
10.1 of MAPS.

Management’s Progress for Repeat Finding: The State has made significant improvement in consolidating the
information that rolls into the Annual Report. Agencies are becoming accustomed to the new accounts that
must be used for transactions across components. There continued to be a few instances whereby the
accounts were not utilized appropriately. We continue ongoing review and training for this process. To
understand the progress made for other points of this finding, please note that while agency audits are
reviewed prior to utilizing the information to prepare these statements, activity that may be miscoded by
agencies are occasionally not identified until the preparation of the consolidated data due to the short
timeline required to review over 200 agency audit reports. Efforts to streamline this process continue to
move forward.

Criteria: Per Section 6-5-2 NMSA 1978, the Division shall maintain a central system of state accounts and shall
devise, formulate, approve, control and set standards for the accounting methods and procedures of all state agencies
("state agency" means any department, institution, board, bureau, commission, district or committee of the government
of the state and means every office or officer of any of the above). The Division shall prescribe procedures, policies
and processing documents for use by state agencies in connection with fiscal matters and may require reports from
state agencies as may be necessary to carry out its duties and functions. In addition, Section 6-5-2.1 NMSA 1978
requires the Division to conduct all central accounting and fiscal reporting for the state as a whole and produce interim
statewide financial reports and the state's comprehensive annual financial statements, which should be prepared in
accordance with generally accepted accounting principles.

Cause: These issues can be attributed to the complexity of the State’s reporting entity combined with the quantity of
separate components and their related control environments/processes that comprise the State’s financial statements.
Additionally, the State may not identify a financial presentation issue at the component level prior to the release of
the report. The State lacks a process to communicate with the components and their IPA of observed issues, identified
post report release for correction in the subsequent year financial statements. Overall, the State lacks an effective
control environment over the financial reporting of the State as a whole to facilitate the production of timely and
accurate financial statements of the State.
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STATE OF NEW MEXICO

SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2020

Effect: The State of New Mexico is unable to properly prepare financial statements in accordance with generally
accepted accounting principles in a timely manner. Furthermore, possible opinion modifications on the State’s
financial statements.

Recommendation: To improve statewide reporting impacted by component level reporting, we recommend the
following:

1) For issues caused by inconsistent reporting between the components and the State’s financial statements,
we recommend the State identify those specific issues and provide specific guidance to these entities and
their Independent Public Accountants (IPAs) on the required reporting and presentation.

2) The State should evaluate any necessary assistance that can be provided to those significant components
that have received modified opinions to avoid future impacts on the State’s financial statements.

3) For those components that report under SHARE, the State should provide additional training to those
entities that are not properly using the established accounts for activity among component units and
educational institutions, as necessary. The State should evaluate the established accounts and ensure all
agencies know which accounts to utilize, depending on the nature of the transaction.

Management’s Response: Information that describes the accounts to be used for component transactions is
available within the accounting system and has been addressed in agency training, however inconsistencies
continue to occur.

The agency modifications are difficult to address prior to year-end including those agencies that experience
unresolved issues. Management will engage with those agencies that experience repeating problems in
order to assist in ongoing resolution. In addition, any agency audit report that resulted in a reporting
deficiency identified in these audit findings will receive a copy of such finding with a request for specific
corrective action. Monitoring for fiscal management difficulty that agencies may be experiencing does
occur throughout the year so that any reporting problems may be addressed prior to audit.

Training and information-sharing opportunities occur throughout the year. During fiscal year 2020, the
Statewide Financial Reporting and Accountability Bureau (SFAR) conducted approximately 90 training
sessions that involved all SHARE reporting entities. The Higher Education Entities do not follow MAP’s
and therefore are not always consistent in reporting categories. Efforts will be made to coordinate training
with the Higher Education Institutes and provide information to them outlining the effects of their reporting
when not consistent.

The State has made significant improvement in consolidating the information that is aggregated into the
Annual Report. Agencies are more accustomed to the new accounts that must be used for transactions
across components. Also, note that while agency audits are reviewed prior to utilizing the information to
prepare these statements, activity that may be miscoded by agencies are occasionally not identified until
the preparation of the consolidated data due to the short timeline required to review 200 agency audit
reports. Efforts to streamline the process continue to move forward. The timeline to address this issue is
dependent on the support received from agencies regarding their audit process regarding DFA
involvement. The State Controller is responsible for resolution.
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STATE OF NEW MEXICO

SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2020

Financial Statement Findings (Continued)

2020-002 Internal Control over Government-Wide Reporting (Material Weakness in_Internal Control Over
Financial Reporting)

Condition: During the audit we evaluated the State’s internal controls over government-wide financial reporting,
which revealed that the State’s internal controls over government-wide financial reporting were not adequate to ensure
preparation of financial statements for the State in accordance with generally accepted accounting principles. The
following detail some of the issues encountered during the audit, which illustrate the need for enhanced controls over
government-wide financial reporting for the State in preparing financial statements in accordance with generally
accepted accounting principles.

e  While the State does review the activity and balances of SHARE components compared to their financial
statements, its process excludes the evaluation and comparison of the classification of all key elements on
the components’ financial statements to the State’s financial statements, specifically related to revenues on
the statement of activities.

e The State requires the STB/GO bond debt to be recorded on the separate financial statements of Department
of Finance and Administration (DFA), however, the debt service fund in which the severance taxes and
property tax levies are recognized and accumulated for debt service are reported in the separate financial
statements of the State Treasurer’s Office (STO). Because of the separate reporting and the State lacking a
process to identify and recognize the necessary consolidation/reclassification entries required, an
approximate $325M reclassification between restricted and unrestricted net position was required.

e The State’s incorrect mapping of an account was causing approximately $21M to be incorrectly classified as
“Unemployment Taxes” instead of “Other Taxes”.

e Due to inconsistent account mapping/grouping, the State reflects approximately $625M as “Other
Obligations” on the balance sheet and then classifies this amount as a component of “Other Liabilities-
Current” on the statement of net position for governmental activities. In addition, we observed other
inconsistencies in the line item classifications between the fund statements and the government wide
statements.

e  The reconciliations between the fund statements and the government-wide statements contain unreconciled
variances in the amounts approximating $2M and $55M which is comprised of challenges reconciling capital
asset activity, unavailable revenues, long-term debt activity, and other general matters that could not be
attributed to specific items

Criteria: Per Section 6-5-2 NMSA 1978, the Division shall maintain a central system of state accounts and shall
devise, formulate, approve, control and set standards for the accounting methods and procedures of all state agencies
("state agency" means any department, institution, board, bureau, commission, district or committee of the government
of the state and means every office or officer of any of the above). The Division shall prescribe procedures, policies
and processing documents for use by state agencies in connection with fiscal matters and may require reports from
state agencies as may be necessary to carry out its duties and functions. In addition, Section 6-5-2.1 NMSA 1978
requires the Division to conduct all central accounting and fiscal reporting for the state as a whole and produce interim
statewide financial reports and the state's comprehensive annual financial statements, which should be prepared in
accordance with generally accepted accounting principles.

Cause: These issues can be attributed to the complexity of the State’s reporting entity and the quantity of separate
components and their related control environments/processes that comprise the State’s financial statements.
Additionally, there is a lack of adequate resources within the State’s annual financial report unit to focus on addressing
these issues throughout the year and during the financial reporting process. Overall, the State lacks an effective control
environment over the financial reporting of the State as a whole to facilitate the production of timely and accurate
financial statements of the State.
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STATE OF NEW MEXICO

SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2020

Financial Statement Findings (Continued)
2020-002 Internal Control over Government-Wide Reporting (Material Weakness in_Internal Control Over

Financial Reporting) (Continued)

Effect: The State of New Mexico is unable to properly prepare financial statements in accordance with generally
accepted accounting principles in a timely manner.

Recommendation: We recommend the State evaluate the entire approach of producing the State’s government-wide
financial statements and the related processes and methodology to determine which processes could be improved upon
to facilitate the State’s ability to produce accurate and consistent government wide financial statements. Specifically,
the State should evaluate each of the identified errors and issues outlined in the condition of this finding to determine
the root of the issue to facilitate an appropriate corrective action. The State should evaluate whether the previous
implementation of “Hyperion,” the software utilized to prepare the State’s financial statements, is a contributing factor
to the State’s ability to produce a more timely and accurate report. Additionally, further evaluation of the
classifications of components of net position on the statement of net position compared to fund balance presented on
the balance sheet would improve the government-wide reconciliation process. Furthermore, the State should evaluate
if additional resources within the State would improve the timeliness of the annual financial report preparation.

Management’s Response: A review of the account mapping within the State’s software system, with an
emphasis on the liabilities section and on the government-wide Statement of Activities, will be
undertaken by the Statewide Financial Accounting and Reporting Bureau. This review will be
accompanied by a new diagram of the accounts involved, and will be used as the basis of additional
training for all SFAR accountants. The result should be more consistency during the regular review of
agency’s audit reports versus the SHARE accounts used. This material will also be distributed to state
agencies as a guide.

Additional evaluation of the components of net position versus the components of fund balance will be
performed during the preparation phase. This will assist staff to develop a more logical progression from
the items of fund balance to those of net position.

The reconciliation of total fund balance to total net position has usually been relatively straight-forward,
but the reconciliation of the changes in fund balance to the changes in net position has been more error-
prone. A comprehensive analysis of the items involved in the changes will be undertaken, with the goal of
a cleaner reconciliation. The process outlined will take place in the 2021 fiscal year. The State Controller
is responsible for resolution.
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SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2020

Financial Statement Findings (Continued)
2020-003 (Original Finding #2013-005) Internal Control over Financial Reporting (Material Weakness in

Internal Control Over Financial Reporting) — Repeated

Condition: During the audit we evaluated the State’s internal controls over financial reporting, which revealed that
the State’s internal controls over financial reporting were not adequate to ensure preparation of financial statements
for the State in accordance with generally accepted accounting principles. The following detail some of the issues
encountered during the audit, which illustrate the need for enhanced controls over financial reporting for the State in
preparing financial statements in accordance with generally accepted accounting principles and the New Mexico State
Audit Rule.

As a result of our audit procedures we identified the following errors and misstatements reflected in the initial draft
of the financial statements of the State as prepared by management. All of these errors were subsequently corrected

by management in the final version of the financial statements:

e The State reported all non-major enterprise fund balances under the “Restricted-Other” fund balance
classification instead of classifying under the specific restricted purpose for those significant balances (i.e.,
Unemployment, Loans, etc.), which required a reclassification.

e The State incorrectly classified approximately $85M of investments as cash, which required a
reclassification.

e The State did not initially eliminate all interfund activity between the governmental funds and the Educational
Institutions fund, which required an additional elimination entry of approximately $15M, net.

o The State incorrectly entered data from a stand-alone education institutional into the wrong line item for
presentation purposes in the statewide report, which required an adjustment of approximately $52M between
restricted and unrestricted cash balances.

o GASB Statement No. 88, Certain Disclosures Related to Debt, Include Direct Borrowings and Direct
Placements, was effective for FY20 and was observed as being implemented at the component level with the
applicable disclosures. However, management of the State initially, lacked a process to capture these
disclosures from the component level financial statements for a State level disclosure in accordance with
GASB 88.

As a result of our audit procedures we identified the following errors and misstatements reflected in the initial
draft of the financial statements of the State as prepared by management. Management opted not to correct these
items and are reflected as uncorrected errors in the State’s financial statements:

¢ Amounts reported as due from/to primary government/component units at the government wide statements
should net to S-0-, however, they don’t net to $-0-.

e  The State did not initially eliminate all interfund activity between the governmental funds and the Educational
Institutions fund, which required an additional elimination entry of approximately $15M, net. A trivial
residual amount remains in the non-major business type activities in the amount of $4K, that was not
eliminated. Additionally, the State did not include in its interfund transfers reconciliation approximately S1.2
that was transferred to the General fund from the Educational Institutions fund. This amount resides in the
programmatic revenues and expenses of the respective funds.
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SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2020

Financial Statement Findings (Continued)

2020-003 (Original Finding #2013-005) Internal Control over Financial Reporting (Material Weakness in
Internal Control Over Financial Reporting) — Repeated (Continued)

e The financial statements reflect a restatement in the amount of $39M to the beginning net position of the
governmental activities, which is identified as an adjustment related to the correction of errors. However,
management is unable substantiate the actual errors that relate to this correction, and the entry was necessary
to roll the net position from prior year. Overall, the State lacks an effective process around the assessment
and identification of appropriate restatements at the State level and those that are a result of component level
financial statements which may not be necessary to report as restatements at the State level.

¢ The budgetary schedule of the general fund reflects a budgeted amount of $6.9B for operating transfers in,
yet actual operating transfers in of $25M, which is due to the State’s elimination process to eliminate
interfund transfers within the State’s general fund for the modified accrual basis of accounting in the fund
statements. However, for the budgetary presentation these eliminations should not be reflected or the
budgeted transfers should also be eliminated and the State’s tax revenues be reflected as revenues instead
of a reconciling item. From a budgetary perspective it is apparent that either the budgeted amount or the
actual amount is inaccurate.

e  During our review of the State’s financial statements, various inconsistencies and/or misclassifications, and
rounding issues were identified and remain uncorrected.

Management’s Progress for Repeat Finding: The State has made significant improvement in consolidating the
information that rolls into the Annual Report. Agencies are becoming accustomed to the new accounts that
must be used for transactions across components. There continued to be a few instances whereby the
accounts were not utilized appropriately. We continue ongoing review and training for this process. To
understand the progress made for other points of this finding, please note that while agency audits are
reviewed prior to utilizing the information to prepare these statements, activity that may be miscoded by
agencies are occasionally not identified until the preparation of the consolidated data due to the short
timeline required to review over 200 agency audit reports. Efforts to streamline the process continue to
move forward.

Criteria: Per Section 6-5-2 NMSA 1978, the Division shall maintain a central system of state accounts and shall
devise, formulate, approve, control and set standards for the accounting methods and procedures of all state agencies
("state agency" means any department, institution, board, bureau, commission, district or committee of the government
of the state and means every office or officer of any of the above). The Division shall prescribe procedures, policies
and processing documents for use by state agencies in connection with fiscal matters and may require reports from
state agencies as may be necessary to carry out its duties and functions. In addition, Section 6-5-2.1 NMSA 1978
requires the Division to conduct all central accounting and fiscal reporting for the state as a whole and produce interim
statewide financial reports and the state's comprehensive annual financial statements, which should be prepared in
accordance with generally accepted accounting principles.

Cause: These issues can be attributed to the complexity of the State’s reporting entity and the quantity of separate
components and their related control environments/processes that comprise the State’s financial statements.
Additionally, there is a lack of adequate resources within the State’s annual financial report unit to focus on addressing
these issues throughout the year and during the financial reporting process. Overall, the State lacks an effective control
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STATE OF NEW MEXICO

SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2020

Financial Statement Findings (Continued)

2020-003 (Original Finding #2013-005) Internal Control over Financial Reporting (Material Weakness in
Internal Control Over Financial Reporting) — Repeated (Continued)

environment over the financial reporting of the State as a whole to facilitate the production of timely and accurate
financial statements of the State.

Effect: The State of New Mexico is unable to properly prepare financial statements in accordance with generally
accepted accounting principles in a timely manner.

Recommendation: We recommend the State evaluate the entire approach of producing the State’s financial
statements and the related processes and methodology to determine which processes could be improved upon to
facilitate the State’s ability to produce a more timely and accurate report. Specifically, the State should evaluate each
of the identified errors and issues outlined in the condition of this finding to determine the root of the issue to facilitate
an appropriate corrective action. The State should evaluate whether the previous implementation of “Hyperion,” the
software utilized to prepare the State’s financial statements, is a contributing factor to the State’s ability to produce a
more timely and accurate report. Furthermore, the State should evaluate if additional resources within the annual
financial report unit would improve the timeliness of the annual financial report preparation.

Management’s Response: The Department of Finance and Administration has initiated numerous
accounting policy and procedural changes. Continuing issues may be attributed to the complexity of the
State’s reporting entity and the quantity of separate components and their related control
environments/processes that comprise the State’s financial statements. To mitigate complexity issues,
enterprise system upgrades have included enhancements to automated transaction validation as well as
adding specific accounts to the structure. These efforts have improved the quality of the Annual Report,
however there remains a number of misaligned transactions at the agency level. Ongoing process
reengineering, documentation, training and oversight is planned to more fully address these issues. These
plans include an evaluation of the effectiveness and efficiency of currently utilized programs and electronic
processes to determine the systematic value provided to the overall business process. The process will
begin in the 2021 fiscal year to occur through the 2022 fiscal year. The State Controller is responsible for
resolution.
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STATE OF NEW MEXICO

SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED JUNE 30, 2020

Compliance and Other Matters

2020-004 (Original Finding # 2015-001) Late Submission of Audit Report (Compliance and Other Matters

Condition: The audit report for the annual financial report for the year ended June 30, 2020 was not submitted by
Regulatory due date of December 31, 2020,

Management’s Progress for Repeat Finding:

The State has made significant improvement in consolidating the information that rolls into the Annual
Report. Agencies are becoming accustomed to the new accounts that must be used for transactions across
components. There continued to be a few instances whereby the accounts were not utilized appropriately.
We continue ongoing review and training for this process.

Criteria: Audit reports not received on or before the due date are considered to be in non-compliance with the
requirements of Section 2.2.2.9.A of the State Audit Rule.

Cause: The State lacks an adequate financial reporting process and adequate resources to achieve the established
deadline of December 31.

Effect: Non-compliance with the State Audit Rule; and the users of the State’s financial statements did not receive
the financial information in a timely manner.

Recommendation: We recommend the State evaluate the entire approach of producing the State’s financial
statements and the related processes and methodology to determine which processes could be improved to facilitate
the State’s ability produce a more timely and accurate report. Furthermore, the State should evaluate if additional
resources within the annual financial report unit would improve the timeliness of the annual financial report
preparation.

Management’s Response: Under statute (12.6.3 NMSA 1978), every state agency must be audited annually.
To avoid duplication of effort, the Comprehensive Annual Financial Report audit relies and builds upon
agency audits. The existing group audit process affects timeliness, as the Consolidated Annual Financial
Report development may only commence after completion of the underlying agency audits, which are
generally not available until the December following fiscal year-end.

Ongoing discussions continue within the Department of Finance and Administration and the State Auditor’s
Office to identify opportunities to streamline and shorten the overall Report preparation process. Efforts
and plans to implement feasible recommendations will occur prior to the next Annual Report submission.
In addition, ongoing process reengineering, documentation, training and oversight is planned to more fully
address these issues. These plans include an evaluation of the effectiveness and efficiency of currently
utilized programs and electronic processes to determine the systematic value provided to the overall
business process. This is ongoing and the State Controller is responsible for resolution.
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STATE OF NEW MEXICO

STATUS OF PRIOR YEAR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2020

Financial Statement Findings

2019-001 (Original Finding #2018-002) — Component Financial Reporting (Material Weakness) — Repeated as
finding #2020-001

2019-002 (Original Finding #2013-002) — Interfund, Internal, and Intra-Entity Activity and Balances (Material
Weakness) - Resolved

2019-003 (Original Finding #2013-005) Internal Control over Financial Reporting (Material Weakness) —
Repeated as finding # 2020-003

2019-004 (Original Finding # 2015-001) Late Submission of Audit Report (Compliance and Other Matters) - Repeated
as finding #2020-004
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STATE OF NEW MEXICO

EXIT CONFERENCE
YEAR ENDED JUNE 30, 2020

An exit conference was held with the State on April 29, 2021, via web-conference. The conference was
held in a closed meeting to preserve the confidentiality of the audit information prior to the official release
of the financial statements by the State Auditor. In attendance were:

STATE OF NEW MEXICO

Debbie Romero, Cabinet Secretary

Donna Trujillo, State Controller

Renae Herndon-Lopez, SFRAB Unit Supervisor
John Severns, SFRAB Accountant

James Chadburn, SFRAB Accountant

Richard Torrence, SFRAB Accountant

Lisa Jennings, SFRAB Accountant

Debbie O’Dell, SFRAB Accountant

Lori Narvaiz, SFRAB Accountant

CLIFTONLARSONALLEN LLP
Matt Bone, CPA, CGFM, CGMA, Principal
Laura Beltran-Schmitz, CPA, CGFM, CFE, CICA, Director

OFFICE OF THE STATE AUDITOR

Natalie Cordova, CPA, Deputy State Auditor

Lynette Kennard, CPA, CGFM, Financial Audit Director
Kusum Adhikari, CGFM Audit Supervisor

PREPARATION OF THE FINANCIAL STATEMENTS

The financial statements presented in this report have been prepared by management and they are the
responsibility of management, as addressed in the Independent Auditors’ Report.
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APPENDIX C

FORM OF ATTORNEY GENERAL'’S NO LITIGATION LETTER

June 29, 2021

State Board of Finance Sherman & Howard LLC

State of New Mexico 500 Marquette Ave. NW #1203
Bataan Memorial Building, Ste. 181 Albuquerque, NM 87102-5340
Santa Fe, NM 87501

Rodey, Dickason, Sloan, Akin & Robb, P.A. Kutak Rock LLP

201 3rd St. NW, Ste. 2200 1801 California Street, Ste. 3000
Albuquerque, NM 87102 Denver, CO 80202

Gilmore & Bell, P.C.

Gateway Towers West
15 West South Temple, Suite 1450
Salt Lake City, UT 84101

Re: State of New Mexico Severance Tax Bonds, Series 2021 A ($317.170.000)

Ladies and Gentlemen:
This letter will serve as our certificate of litigation affecting New Mexico Severance Taxes.

In 2009, the United States District Court for the District of New Mexico held that the State of New
Mexico may not impose severance taxes on non-tribal operators extracting oil and natural gas on the tribal
lands of the Ute Mountain Ute Tribe located with the state. Ute Mountain Ute Tribe v. Homans, 775 F.
Supp. 2d 1259 (D.N.M. 2009). The Tenth Circuit Court of Appeals reversed the district court’s decision
and held that federal law does not preempt the State’s assertion of jurisdiction to tax non-Indian
operators’ severance of oil and gas on the Ute Mountain Reservation because, among other things, the
State has asserted sufficient justification for imposing the taxes. Ute Mountain Ute Tribe v. Rodriguez,
660 F.3d 1177 (10th Cir. 2011).

The Ute Mountain Ute Tribe petitioned for an en banc review, which the court denied on September 12,
2011. The United States Supreme Court denied the Ute Mountain Ute Tribe’s

petition for a writ of certiorari on February 21, 2012. Ute Mountain Ute Tribe v. Padilla, 132 S.Ct. 1557
(2012).

We have reviewed the Decision and Order filed on December 29, 2020 in the Eleventh Judicial District
Court (McKinley County) in cause No. D-1113-CV-9800014, The Zuni Pub. School Dist., et al, v. The
State of New Mexico, et al. The December 29, 2020 order is a final, appealable judgment. It provides
declaratory relief in the form of a finding that the State’s Public School Capital Outlay Act, NMSA 1978,
Sections 22-21-1 to -12 (1975, as amended through 2020) and Public School Capital Improvements Act,
NMSA 1978, Sections 22-25-1 to -11 (1975, as amended through 2020) are unconstitutional; and enjoins
the legislature to create and implement a statutory scheme consistent with Article XII, Section 1 of the
New Mexico Constitution. Notably, the decision does not expressly or indirectly reference the State’s
Severance Tax Bonding Act, NMSA 1978, Sections 7-27-1 to -27 (1961, as amended through 2020). On



January 28, 2021 the State defendants filed a Motion for Post-Judgment Relief to Amend and Reconsider
Final Judgment, for Clarification of Order, and for Stay. On February 11, 2021, the State defendants filed
an Unopposed Expedited Motion for Limited Stay to be effective until a final order issued. The motion
was granted February 12, 2021, when the Court issued an Order Staying Judgment expressly staying the
Final Decision and Order for the purpose of permitting bonding activity and the release of proceeds to
proceed uninterrupted. On June 18, 2021 the Court issued an Order Denying State Defendant’s Post
Judgment Motions. The State may seek to extend the limited stay, and/or it may file notice of appeal
within thirty (30) days. We express no opinion on the effects of the McKinley County ruling.

In addition, at any given time, a number of protests/refund claims are pending at the administrative level.
As of June 15, 2001, payments on severance tax assessments issued by the Taxation and Revenue
Department (TRD), including any on undervaluation assessments made after that date, typically are held
in a suspense fund until the TRD Secretary determines that there is no substantial risk of protest or other
litigation. See NMSA 1978, § 7-1-6.20(B) (2001).

While we are unable to predict with reasonable certainty the outcome of pending litigation and
administrative proceedings, they would not, in our opinion, except as limited below, reasonably be
expected to have a material effect on the owner of the Bonds. This office expresses no opinion on the
effects of the McKinley County ruling discussed hereinabove. This office is not aware of any other
pending or threatened litigation that would affect the severance tax of the state or the authority of the state
to 1ssue the Bonds.

Sincerely,

Marah deMeule
Assistant Attorney General
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APPENDIX D
FORM OF OPINION OF CO-BOND COUNSEL
June 29, 2021

State Board of Finance
State of New Mexico

$317,170,000
State of New Mexico
Severance Tax Bonds

Series 2021A

Ladies and Gentlemen:

We have acted as co-bond counsel to the New Mexico State Board of Finance (the “Board™) in
connection with the issuance and sale of the State of New Mexico Severance Tax Bonds, Series 2021 A, in
the aggregate principal amount of $317,170,000 (the “Bonds™) on June 29, 2021, being a series of bonds
in registered form maturing on July 1, 2022 and serially thereafter on July 1 of each year through 203 1.

In such capacity, we have examined the transcript of proceedings (the “Transcript”) relating to
the Bonds and have also examined the provisions of the Constitution and laws of the State of New
Mexico (the “State™) including the Severance Tax Bonding Act, NMSA 1978, Sections 7-27-1 to -27
(1961, as amended through 2021), pursuant to which the Bonds are issued, the resolutions authorizing the
issuance and sale of the Bonds adopted by the Board on May 18, 2021, and June 15, 2021 (collectively,
the “Bond Legislation”), and an executed Bond of the first maturity. Capitalized terms not otherwise
defined herein shall have the meanings ascribed to them by the Bond Legislation. We have also made
such further inquiries and investigations and have examined such law of the United States of America and
such further documents and matters as we have considered necessary in rendering this opinion.

Regarding questions of fact material to our opinions, we have relied upon the Board’s certified
proceedings relating to the Bonds and upon other representations and certifications of public officials and
others furnished to us without undertaking to verify the same by independent investigation.

Certain agreements, requirements and procedures contained or referred to in the Bond Legislation
and other relevant documents may be changed and certain actions (including, without limitation, the
defeasance of Bonds) may be taken or omitted under the circumstances and subject to the terms and
conditions set forth in such documents. No opinion is expressed herein as to any Bond or the interest
thereon with respect to any such change or action taken or omitted upon the advice or approval of counsel
other than ourselves.

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and
court decisions and cover certain matters not directly addressed by such authorities. Such opinions may be
affected by actions taken or omitted or events occurring after the date hercof. We have not undertaken to
determine, or to inform any person, whether any such actions are taken or omitted or events do occur or
any other matters come to our attention after the date hercof. This opinion letter is issued as of the date
hereof and we assume no obligation to revise or supplement this opinion letter to reflect any facts or
circumstances that may hereafter come to our attention or any changes in law that may hereafter occur.
Our engagement with respect to the Bonds has concluded with their issuance, and we disclaim any
obligation to update this letter.



Furthermore, we have assumed the continued accuracy of the representations and the continuing
compliance with the covenants and agreements contained in the Bond Legislation. We call attention to the
fact that the rights and obligations of the State and the Board pursuant to the Bonds and the Bond
Legislation and their enforceability may be limited by applicable bankruptcy, insolvency, reorganization,
arrangement, receivership, fraudulent conveyance, moratorium and other laws relating to or affecting
creditors’ rights generally, by the application of equitable principles, whether considered at law or in
equity, by the exercise of judicial discretion in appropriate cases and by the limitations on legal remedies
against the State and the Board. We express no opinion with respect to any indemnification, contribution,
penalty, choice of law, choice of forum or waiver provisions contained in the documents described herein.
Finally, we undertake no responsibility for the accuracy, adequacy, completeness or fairness of the
Official Statement or any other statements made in connection with any offer or sale of the Bonds and
express herein no opinion relating thereto. We express no opinion upon any State or federal tax
consequences arising from the receipt or accrual of interest on or the ownership or disposition of the
Bonds.

Based on our examination, we are of the opinion that, under the law existing on the date hereof:

1. The Bonds constitute valid and binding special limited obligations of the State in
accordance with the terms and provisions thereof.

2. The Bonds are payable solely from, and such payment is secured by a pledge (but not an
exclusive pledge) of, the money on deposit in the Severance Tax Bonding Fund, consisting of the net
receipts from taxes levied upon certain natural resource products severed and saved from the soil of the
State and such other moneys as the State Legislature may, in its sole discretion, from time to time
determine to deposit in the Severance Tax Bonding Fund, certain interest earnings on moneys on deposit
in the bond accounts and such proceeds of the Bonds as may from time to time be deposited in the
Severance Tax Bonding Fund as a result of statutorily required reversions or otherwise, all in accordance
with the Act, on a parity with any Senior Obligations outstanding or hereafter issued and superior to any
Supplemental Obligations outstanding or hercafter issued. Except as described in this paragraph, we
express no opinion regarding the priority of the pledge or lien of the Bonds on the moneys on deposit in
the Severance Tax Bonding Fund. The owners of the Bonds have no right to have ad valorem taxes
levied by the State for the payment of principal of or interest on the Bonds and the Bonds do not represent
or constitute a debt or pledge of, or a charge against, the general credit of the State.

3. The Bond Legislation constitutes a valid and binding obligation of the Board and is
enforceable in accordance with its terms.

We are opining only upon those matters set forth herein. This opinion letter is issued as of the
date hereof and we assume no obligation to revise or supplement this opinion letter to reflect any facts or
circumstances that may hereafter come to our attention or any changes in law that may hereafter occur.
No attorney-client relationship has existed or exists between us and anyone other than the Board in
connection with the issuance of the Bonds by virtue of this opinion letter. This opinion letter is delivered
to you solely for your information and benefit in connection with the initial offering and public sale of the
Bonds and may not be relied upon by you for any other purpose or relied upon by any other party without
the prior written consent of this firm.

Very truly yours,
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APPENDIX E

FORM OF OPINION OF TAX COUNSEL

Upon the issuance of the Series 20214 Bonds, Gilmore & Bell, P.C., Tax Counsel to the State, plans to
issue its approving opinion in substantially the following form:

We have acted as tax counsel to the State of New Mexico (the “State™) in connection with the issuance of
its Severance Tax Bonds, Series 2021A in the aggregate principal amount of $317,170,000 (the “Series 2021A
Bonds™). The Series 2021A Bonds are being issued for the purpose of providing funds to finance capital
improvements as described in legislation approved by the State Legislature and signed by the Governor of the State.

The Series 2021 A Bonds are being issued under authority of the Severance Tax Bonding Act, NMSA 1978,
Sections 7-27-1 to -27 (1961, as amended), the Supplemental Public Securities Act, NMSA 1978, Sections 6-14-8 to
-11 (1983, as amended) and pursuant to a resolution of the State Board of Finance adopted on May 18, 2021, as
amended pursuant to a resolution of the Board adopted on June 15, 2021, including by a Final Terms Certificate
approved in accordance with the terms of such resolution (collectively, the “Bond Resolution™). Capitalized terms
not otherwise defined herein shall have the meanings set forth in the Bond Resolution.

We have reviewed the Bond Resolution, the opinions of Co-Bond Counsel as to the validity of the Series
2021A Bonds, the Tax Certificate, and such other documents, opinions and matters to the extent we deemed
necessary to render the opinions set forth herein. As to the questions of fact material to our opinion, we have relied
upon the certified proceedings and other certifications furnished to us without undertaking to verify the same by
independent investigation. Our examination has been limited to the foregoing as they exist or are in effect as of the
date hereof. Our opinion is limited to the matters expressly set forth herein, and we express no opinion concerning
any other matters.

Based on our examination and the foregoing, we are of the opinion, as of the date hereof and under existing
law as follows:

1. The interest on the Series 2021A Bonds (including any original issue discount properly allocable
to the owner thereof) (i) is excludable from gross income for federal income tax purposes and (ii) is not an item of
tax preference for purposes of computing the federal alternative minimum tax. The opinions set forth in this
paragraph are subject to the condition that the State and the Agencies comply with all requirements of the Internal
Revenue Code of 1986 that must be satisfied subsequent to the issuance of the Series 2021 A Bonds in order that
interest thereon be, or continue to be, excludable from gross income for federal income tax purposes. The State has
covenanted to comply with all of these requirements. Failure to comply with certain of these requirements may
cause the interest on the Series 2021 A Bonds to be included in gross income for federal income tax purposes
retroactive to the date of issuance of the Series 2021 A Bonds.

2. The interest on the Series 2021 A Bonds is exempt from income taxation by the State of New
Mexico.

In rendering our opinion, we wish to advise you that:

(a) the rights of the holders of the Series 2021 A Bonds and the enforceability thereof and of the
documents identified in this opinion may be subject to bankruptcy, insolvency, reorganization, arrangement,
fraudulent conveyance, moratorium, and other laws relating to or affecting creditors’ rights heretofore or hereafter
enacted to the extent constitutionally applicable, and their enforcement may also be subject to the application of
equitable principles and the exercise of judicial discretion in appropriate cases;

(b) we express no opinion herein as to the accuracy, adequacy, or completeness of the Official
Statement or any other offering material relating to the Series 2021A Bonds; and

(c) except as set forth above, we express no opinion regarding any other tax consequences relating to
the ownership or disposition of, or the accrual or receipt of interest on, the Series 2021A Bonds.

Respectfully submitted,



APPENDIX F
FORM OF CONTINUING DISCLOSURE UNDERTAKING

This Continuing Disclosure Undertaking (the “Disclosure Undertaking™) is executed and
delivered by the State Board of Finance (“Board”) of the State of New Mexico (the “State) on behalf of
the State in connection with the issuance by the State of $317,170,000 State of New Mexico Severance
Tax Bonds, Series 2021A (the “Bonds”). The Bonds are being issued pursuant to an Authorizing and
Delegating Resolution adopted by the Board on May 18, 2021 as amended pursuant to a resolution of the
Board adopted on June 15, 2021. and a Final Terms Certificate delivered pursuant thereto (collectively,
the “Resolution™).

BACKGROUND
1. The Bonds are being issued to finance capital projects approved by the State Legislature
and certified by State agencies.
2, In order to allow the underwriter of the Bonds to comply with Rule 15¢2-12 promulgated

by the Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended (17
CFR Part 240, § 240.15¢2-12), to the date hercof, the State is required to make certain continuing
disclosure undertakings for the benefit of owners (including beneficial owners) of the Bonds.

3. This Disclosure Undertaking is intended to satisfy the requirements of said Rule 15¢2-12,
as in effect on the date hereof.

STATE COYENANTS AND AGREEMENTS

Section 1. Definitions.

(a) “Annual Financial Information” means the financial information or operating data with
respect to the State, delivered at least annually pursuant to Section 2(a) and 2(b) hercof, of the type set
forth in the sections of the final Official Statement identified on Exhibit A hereto. Annual Financial
Information includes Audited Financial Statements.

(b) “Audited Financial Statements” means the annual State of New Mexico Office of the
State Treasurer Financial Statements, prepared in accordance with generally accepted accounting
principles, as in effect from time to time, audited by a firm of certified public accountants.

(c) “Event Information” means the information delivered pursuant to Section 2(d) hereof.
(d) “MSRB” means the Municipal Securities Rulemaking Board. The current address of the

MSRB is 1300 I Street NW, Suite 1000, Washington, DC, 20005, phone (202) 838-1500, fax (202) 898-
1500.



(e) “National Repository” shall mean any Nationally Recognized Municipal Securities
Information Repository for purposes of the Rule. Currently, the following is the only National
Repository:

Electronic Municipal Market Access (“EMMA™)
c/o Municipal Securities Rulemaking Board
1300 I Street NW, Suite 1000

Washington, DC 20005

www.emma.msrb.org

Phone: (202) 838-1500

(H “Official Statement” means the Official Statement dated June 17, 2021 delivered in
connection with the original issue and sale of the Bonds.

(g) “Repository” means (i) EMMA and (ii) any SID.

(h) “Rule” means Rule 15¢2-12 promulgated by the SEC under the Securitiecs Exchange Act
of 1934, as amended (17 CFR Part 240, § 240.15¢c2-12), as the same may be amended.

(i) “SEC” means the Securities and Exchange Commission.
() “SID” means any State Information Depository operated or designated by the State that
receives information from all issuers within the State. As of the date of this Disclosure Undertaking, no

SID exists for the State.

Section 2. Provision of Annual Information and Reporting of Event Information.

(a) Commencing with the Fiscal Year ending June 30, 2021 and annually while the Bonds
remain outstanding, the State agrees to provide or cause to be provided the Annual Financial Information
to each Repository annually.

(b) Such Annual Financial Information shall be provided not later than 210 days after the end
of each fiscal year for the State (i.e., each June 30). If the Audited Financial Statements are not available
by the time the other Annual Financial Information must be provided, unaudited financial statements shall
be provided as part of the Annual Financial Information. If not provided as a part of the Annual Financial
Information, the Audited Financial Statements will be provided when available.

(c) The State may provide Annual Financial Information by specific reference to other
documents, including information reports and official statements relating to other debt issues of the State,
which have been submitted to each Repository; provided, however, that if the document so referenced is a
final official statement within the meaning of the Rule, such final official statement must also be available
from the MSRB.

(d) At any time the Bonds are outstanding, the State shall provide, in a timely manner, not in
excess of ten business days, to the MSRB and any SID notice of any of the following events with respect
to the Bonds (provided that any event under clauses (ii), (vii), (viii), (x), (xiv) and (xv) will be provided
only if material):

1. Principal and interest payment delinquencies;

ii. Non-payment related defaults;



1il.

iv.

Vi,

vil.

viii.

X1,

Xil.

Xili.

Xiv.

XV.

XVi.

(e)

Unscheduled draws on debt service reserves reflecting financial difficulties;
Unscheduled draws on credit enhancements reflecting financial difficulties;
Substitution of credit or liquidity providers, or their failure to perform;

Adverse tax opinions or the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed lssue (IRS Form 5701-TEB) or other
material notices or determinations with respect to the tax status of the Bonds;

Modifications to rights of Bondholders;

Bond calls, other than mandatory sinking fund redemption;

Defeasances;

Release, substitution or sale of any property securing repayment of the securities;
Rating changes;

Bankruptcy, insolvency, receivership or similar event of the State”;

The consummation of a merger, consolidation or acquisition involving the State or the
sale of all or substantially all of the assets of the State, other than in the ordinary course
of business, the entry into a definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions, other than pursuant to
its terms, if material;

Appointment of a successor or additional trustee or the change of name of a trustee if
material; and

Incurrence of a Financial Obligation (as defined in Footnote 1 below) of the State, if
material, or agreement to covenants, events of default, remedies, priority rights, or other
similar terms of a Financial Obligation of the State, any of which affect security holders,
if material

Default, event of acceleration, termination event, modification of terms, or other similar
events under the terms of the financial obligation of the State, any of which reflect
financial difficulties.

At any time the Bonds are outstanding, the State shall provide, in a timely manner, to the
MSRB and any SID notice of any failure of the State to timely provide the Annual
Financial Information as specified in Sections 2(a) and 2(b) hereof.

* This event is considered to occur when any of the following occur: the appointment of a receiver, fiscal agent or similar officer for the State in
a proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or federal law in which a court or governmental authority
has assumed jurisdiction over substantially all of the assets or business of the State, or if such jurisdiction has been assumed by leaving the
existing governing body and officials or officers in possession but subject to the supervision and orders of a court or governmental authority, or
the entry of an order confirming a plan of reorganization, arrangement or liquidation by a court or governmental authority having supervision or
jurisdiction over substantially all of the assets or business of the State,

I “Financial Obligation™ shall mean a (i) debt obligation; (ii) derivative instrument entered into, in connection with, or pledged as security or a
source of payment for, an existing or planned debt obligation; or (iii) guarantee of (i) or (ii). The term “Financial Obligation™ shall not include
municipal securities (as defined in the Securities Exchange Act of 1934) as to which a final official statement (as defined in the Rule) has been
provided to the MSRB consistent with the Rule.
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Section 3. Method of Transmission. Subject to technical and economic feasibility, the
State shall employ such methods of electronic or physical information transmission as is requested or
recommended by the Repositories or the MSRB unless otherwise required by law.

Section 4. Enforcement. The obligations of the State hereunder shall be for the benefit of
the owners (including the beneficial owners) of the Bonds. The owner or beneficial owner of any Bonds is
authorized to take action to seck specific performance by court order to compel the State to comply with
its obligations under this Disclosure Undertaking, which action shall be the exclusive remedy available to
it or any other owners or beneficial owners of the Bonds. Any such action shall be brought only in a State
court of competent jurisdiction in Santa Fe County, New Mexico. Breach of the obligations of the State
hereunder shall not constitute an event of default under the Resolution and none of the rights and
remedies provided by the Resolution shall be available to the owners (including the beneficial owners) of
the Bonds.

Section 5. Additional Information. Nothing in this Disclosure Undertaking shall be
deemed to prevent the State from disseminating any other information, using the means of dissemination
set forth in this Disclosure Undertaking or any other means of communication, or including any other
annual information or notice of occurrence of an event which is not Event Information, in addition to that
which is required by this Disclosure Undertaking; provided that the State shall not be required to do so. If
the State chooses to include any annual information or notice of occurrence of an event in addition to that
which is specifically required by this Disclosure Undertaking, the State shall have no obligation under
this Disclosure Undertaking to update such information or include it in any future annual filing or Event
Information filing.

Section 6. Term. This Disclosure Undertaking shall be in effect from and after the issuance
and delivery of the Bonds and shall extend to the earliest of (i) the date all principal and interest on the
Bonds shall have been paid or legally defeased pursuant to the terms of the Resolution; (ii) the date that
the State shall no longer constitute an “obligated person” with respect to the Bonds within the meaning of
the Rule; or (i11) the date on which those portions of the Rule which require this Disclosure Undertaking
are determined to be invalid by a court of competent jurisdiction in a non-appealable action, have been
repealed retroactively or otherwise do not apply to the Bonds.

Section 7. Amendments and Waivers. Notwithstanding any other provision of this
Disclosure Undertaking, the State may amend this Disclosure Undertaking from time to time, and any
provision of this Disclosure Undertaking may be waived, without the consent of the owners or beneficial
owners of the Bonds upon the State’s receipt of an opinion of counsel experienced in federal securities
laws to the effect that such amendment or waiver will not adversely affect compliance with the Rule. Any
Annual Financial Information containing amended operating data or financial information will explain, in
narrative form, the reasons for the amendment and the impact of the change in the type of operating data
or financial information being provided. If an amendment changes the accounting principles to be
followed in preparing financial statements, the Annual Financial Information and Audited Financial
Statements for the year in which the change is made will present a comparison between the financial
statements or information prepared on the basis of the new accounting principles and those prepared on
the basis of the former accounting principles. The State shall provide notice of any such amendment or
waiver to each Repository.

Section 8. Beneficiaries. This Disclosure Undertaking shall inure solely to the benefit of the
State and the owners (including beneficial owners) from time to time of the Bonds, and shall create no
rights in any other person or entity.
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Section 9. Governing Law. This Disclosure Undertaking shall be governed by the laws of
the State and applicable federal law, including the Rule.

IN WITNESS WHEREOF, the undersigned has executed this Disclosure Undertaking as of
November 3, 2020.

STATE BOARD OF FINANCE

By

President



EXHIBIT A
TO CONTINUING DISCLOSURE UNDERTAKING

Portions of the Official Statement
Containing the Type of Information
to be Included as Annual Financial Information

SEVERANCE TAX BONDING FUND AND DEBT SERVICE REQUIREMENTS
Investments
Issuance of Severance Tax Bonds
State Capital Program
Outstanding and Additional Senior Severance Tax Bonds
Outstanding and Additional Supplemental Severance Tax Bonds
Table entitled “Severance Tax Bonding Fund Receipts, Disbursements and Transfers”
Table entitled “State of New Mexico Severance Tax Bonds - Projected Cash Receipts, Debt
Service Requirements and Coverage” Fiscal Year and Scheduled Debt Service columns

SEVERANCE TAX REVENUE
All

NATURAL GAS PRODUCTION AND SEVERANCE TAX REVENUE
- Natural Gas Production (Data for chart entitled: “Natural Gas Subject to Taxation:
Production, Revenues and Average Price™)
- Severance Taxes on Natural Gas
All

OIL PRODUCTION AND SEVERANCE TAX REVENUE
- Severance Taxes on Qil

All

COAL PRODUCTION AND SEVERANCE TAX REVENUE
- Severance Tax and Severance Tax Surtax Revenue on Coal

All

OTHER MINERAL PRODUCTION AND SEVERANCE TAXES
- Any statements therein relating to the severance tax collected and tax rates

OTHER TAXES OF NATURAL RESOURCES NOT PLEDGED
All

APPENDIX A - GENERAL INFORMATION CONCERNING THE STATE OF NEW MEXICO
All

STATE OF NEW MEXICO OFFICE OF THE STATE TREASURER FINANCIAL STATEMENTS,
(Audited)
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