ACCOUNTING POLICY STATEMENT FOUR — CUSTODIAL FUNDS

Agency funds are used to account for the assets collected and held by the state as an agent for
entities other than the state. Additionally, and more commonly, agency funds have been used by
the state, acting in the capacity of a collection agent, as clearing accounts to record comingled
cash received from tax payers and other remitters that require analysis, apportionment and
distribution. These cash receipt are held briefly pending determination of ownership. Distributions
are then made to individuals, local governments and other state funds. For external financial
reporting purposes, the State must comply with the GASB requirement that only assets belonging
to parties other than the State remain in Agency Funds at the end of the reporting period.

During the FY16 CAFR audit, it was noted that many Agency Funds contained sizable balances
and a large portion of the assets belong to the State. By allowing State balances to remain in
Agency Funds, the state agency, by an error of omission, classified these funds as fiduciary,
this misclassification carried into the State Comprehensive Annual Financial Report (CAFR) and
resulted in an audit finding. Agencies are divisions of the State, retaining money in Agency
Funds that belong to other state entities at the close of the fiscal year violates the GASB
requirement that only assets held for others be reported in Agency Funds.

Recognizing that a state agency is a division of the primary government, Agency Funds should
not contain assets belonging to the State when preparing external financial statements. Instead
assets belonging to the State must be reported in the governmental fund in which the collections
are to be sent. All business units using Agency funds must ensure compliance with the GASB
requirement that only assets held for others (defined as entities outside of the primary
government) are reported in Agency Fund at year-end.

For fiscal year 2017, the State adopted a policy that required Business Units to review Agency
Fund balances and transfer balances belonging to the primary government (that is the State) to
the appropriate governmental fund. Additionally, for movements occurring after the end of the
fiscal year, but linked to cash received prior to July 1 the entry was to include an inferred impact
of claims against the state investment pool.

Specifically, and with respect to Agency Funds the following practice shall be implemented:

e If cash has been received in an Agency Fund prior to July 1 (deemed the transaction
between primary outside parties), but ownership and distribution needed to be
determined and determination occurs within a reasonable amount of time, i.e. normally
within 60 days, an OPR shall be prepared that decreases (debits) a liability account in
the Agency Fund and credits a revenue account in the governmental fund. This entry
will clear both the liability and reduce the claim on the SGFIP in the Agency Fund and
place a like amount in the proper governmental fund compliant with GASB.

Comment: Cash was received by the state prior to the end of the fiscal year, however
proper ownership was not determined until after the fiscal year had ended. If the State
received the cash prior to July 1, it must be recorded in the proper governmental fund
prior to closing the books. In the transaction above, the business unit stewarding the
Agency Fund is the state and the date of cash receipt is the date of the economic event.

Other Required Agency Fund Distributions

¢ Remittances received in Agency Funds after June 30, but which based on GASB
revenue recognition guidance are deemed to be attributable to the prior fiscal year event
will be recorded initially as a receivable and a liability in the Agency Fund. Upon
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determination of the portion of the remittance belonging to a State governmental fund an
entry to transfer the appropriate balance shall be made by the Business Unit stewarding
the Agency Fund. The entry should reduce the receivable/asset and liability on the
Agency Fund’s books and place the same amount on the governmental fund’s books as
a receivable and revenue. A combined two business unit OPR should be processed by
the business unit stewarding the Agency Fund to accomplish this. This accounting
process would be applicable to tax receipts received up to 60 after fiscal year that are
associated with prior fiscal year assessments.

e |f the Agency Fund contains receivables that have an offsetting allowance these
balances should be analyzed and both the applicable share of receivable and offsetting
allowance belonging to the State should be moved from the Agency Fund and recorded
in applicable the governmental fund. At the beginning of the next fiscal year the entry
should be reversed and placed back in the Agency Fund for proper monitoring.

This change was implemented with the FY17 published financial statements.
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TYFE

Sum of Balance
BU Number
2 21800

2 28000
= 30500

2 33300

2 34100

= 3410
= 35000

= 37000

= 39400
« 42000

=+ 43000

- 44000
2 46500
» 46300
= 50500

» 50800
» 52100
2 53900

2 55000
=+ G3000
2 63100
2 GES00
2 GF000
2 63000

2 19000
= 92400
Grand Total
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AGEMCY

T Business Unit Name

= Admin Dffice of the Courts

= Public: Defender
= OFfice of the Attorney General

= Taz and Revenue Department

o Department of Finance & Admin

= Dept of Find Admin General Fun
= General Services Department

= Secretary of State

= State Treasurer's OFffice
= Regulation & Licensing Dept

= Public Regulation Commission

= Superintendent of Insurance

= NM Gaming Control Board

= NM State Racing Commission
= Department of Cultural Affairs

s Livestock Board
= Energy, Minerals & Resources
= Srate Land Office

= OFfice of State Engineer

= Human Services Department

o Workforce Solutions Department
= Department of Health

2 Department of ¥eterans Service
= Children, Youth & Family Dept

= Department of Public Safety
= Public Education Department

~ | Fund Number

o B2200
o 53300
o BETO0
o BR300
o BE200
2 7RI
= 02100
2 12700
o G300
o 70100
o TO200
o 95000
o BE100
o BE400
o 70900
= 71300
2 71400
o 71500
o B2E00
o G200
o 83000
= §3100
o B3200
o 83300
o 00300
o 00300
o 04500
o 22400
2 23300
o+ 3TE00
o BEI00
o BA000
@ 71900
o 72400
o T3T00
o TEI00
o 0000
o 83400
o BBE00
» 72410
o 11430

o BE100
o BEI0G
o TRI00
o TRI0G
12110

o 73300
o B3T00
o 43600
2 43700
o 0200
213000
o G400
o 11820

o 45100
o §1400
o 20070
o BA300
2 19600
o TF300
o 26400
o 51400
o TTE00
o TET00
o 343900
o 47300
o 17800
o B0204
2 12300
o D3G00
o 43000
o 40200
o BT300

- | Fund Description

Court Facilities

warrant Enforzement Suspense
Crime Lab. Fees

Correction Fees

Mlagistrate Suspense

Fublic: Defender

ORAMM Cost Share

Buspar Multistate Antitrose
Wictim Festitution Fund

Special Trust Fund

Cummins Settlement Fund

To be determined

County Municipal Gasoline Tax
Small Cities Assistance

Lozal Liquior Tax Fund

Qil & Gas Ad Valorem Frod. Tax
Copper Production Tax: Fund
Ad Walorem Equipment Tax
Trans. And MYD Suspense
TaA Suspense

Dielinquency List Suspense
‘waorkmens Comp Fund

CRS TAA Suspenze-Trims

Qil & Gas Accounting Suspense
Contribution Fund

Computer System Enhancement Fd
OF & - Carrie Tingley Hospital
FM Instit Mining-Tech

LikrA

Dom YVial Offender Tremnt Fund
Judicial Educ. Fd. - General

Jud. Edue, Fd. - Munic. Courts
Central Payroll Bond Acct
Fayroll Reissue Account

Small Counties Assistance

St Treas{Cp & R Fund

County Treas Remittance
Cancelled Payroll Warrant Sus
Frivate Activity Bond Suspense
ESF Clearing - OF & USE only
GO RESICEMCE PRESERYATION FO
Insurance Carrier Premiums
Insurance Carrier Premiums
GED - Bond Securities

G50 - Bond Securities
Corparations Fees Fund
Secretany of State Fees

St Treas - Min Royalty Unclaim
MHO-Receipts

CIDO Receipts

Aleohkal and Gaming Receipts
Matar Transportation Receipts
Firefighters Survivors Fund
Insurance Suspense Fund
Agency Fd-Licensing&Background
Fiacing Receipts

Main Street Revolving Loan Fun
Hiztaoric Presery. Rew. Loan Fd
LIVSTOCE BOARD-AGERMCY FURD
Eoat Suspense Fund
Ongardf0il & Gas Foyal(2)
Foyalty Advance Payment Fund
Sales Expense Fund

Land Suspense

Irrigation Fees Susp-Agy Fund
Child Support Enforcement Dliv,
Laborfnd Dliv W age Claim Trust
OOH-Birth & Death Cert, Fees
Weterans Matl Cemetery Fund
Dep-Fep Payee for 551 Benefits
Fep Payee for $5A8 &551 Benefit
DA [dentification Fund

Ed. Dept.{Oriving Safety Fees
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20,420,066
0

(30,628

1 GRS, G20

(o
1173
10,802,857
4,030
[,333)
107,343
aTaTeE
03134
2570
42437
26,041
£.225,177
G3.642
126,71
227,332
6525
(5, 208]
13210
(544,035
2,025,127
31858
[H,708)
3,215
13321
(o
92,345
471967
(1)
[2562]
260,425
2,002,450
10,450
850
GE 402
411,550
1321
62,241
69,338,405
170,507
27533
1,363,768
28,607
633
40,552
152
10186
114 430
782,236
221,892
E421446
294372 208



