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The New Mexico Finance Authority’s State Transportation Revenue Bonds (State Transportation Commission—Subordinate Lien), Series
2014A (the “Series 2014A Bonds”) are being issued as fully registered bonds. Purchases of beneficial ownership interests in the Series 2014A Bonds
will be made in book-entry form only, in denominations of $5,000 or any integral multiple of $5,000. The Depository Trust Company (“DTC”) will
act as securities depository for all of the Series 2014A Bonds through its nominee, Cede & Co. One fully registered bond in a denomination equal to
the principal amount of each maturity of the Series 2014A Bonds will be registered in the name of Cede & Co. Individual purchases of the Series
2014A Bonds will be made in book-entry form only, and Beneficial Owners of the Series 2014A Bonds will not receive physical delivery of bond
certificates, except as described herein. Upon receipt of payments of principal and interest, DTC will remit such payments to DTC participants for
subsequent disbursement to the Beneficial Owners of the Series 2014A Bonds. See “THE SERIES 2014A BONDS.”

The Series 2014A Bonds are being issued by the New Mexico Finance Authority (the “Finance Authority”) at the direction of the State
Transportation Commission (the “Commission”) of the State of New Mexico (the “State”). The proceeds of the Series 2014A Bonds will be used to
finance certain road projects to be constructed by the New Mexico Department of Transportation (the “Department”). Proceeds from the Series
2014A Bonds will also be used to pay costs of issuing the Series 2014A Bonds. See “ESTIMATED SOURCES AND USES OF FUNDS.”

Interest on the Series 2014A Bonds is payable on June 15, 2014, and semiannually thereafter on each June 15 and December 15, until maturity
or earlier redemption, if applicable. Principal of the Series 2014A Bonds is payable on the dates, and interest is payable at the rates, shown on the
Maturity Schedule on the inside front cover hereof.

SEE MATURITY SCHEDULE ON INSIDE FRONT COVER
The Series 2014A Bonds are subject to redemption prior to maturity. See “THE SERIES 2014A BONDS—Redemption.”

The Series 2014A Bonds are special, limited obligations of the Finance Authority payable solely from and secured solely by proceeds received
by the Department from the collection of taxes and fees that are required by law to be paid into the State Road Fund, taxes and fees required by law
to be paid into the Highway Infrastructure Fund, by federal funds not otherwise obligated that are paid into the State Road Fund, and interest on
such amounts (collectively, the “Pledged Revenues”). The Series 20144 Bonds are payable on a parity with additional subordinate lien bonds
outstanding as of January 1, 2014, in the principal amount of $547,300,000 (collectively, the “Outstanding Subordinate Lien Bonds”) and other
subordinate lien obligations described herein. The lien of the Series 20144 Bonds, the Outstanding Subordinate Lien Bonds and any additional
subordinate lien bonds on the Pledged Revenues is subordinate to the lien thereon securing senior lien bonds outstanding as of January 1, 2014, in
the amount of $892,690,000. The Series 20144 Bonds do not constitute or create a general obligation or other indebtedness of the State, the
Finance Authority, the Commission, the Department or any political subdivision of the State within the meaning of any State of New Mexico
constitutional or statutory debt limitation. The Finance Authority, the Commission and the Department have no taxing powers. The principal of
and interest on the Series 20144 Bonds do not constitute or give rise to a pecuniary liability on the part of the members, directors and officers of
the Finance Authority, the Commission or the Department. No breach of any pledge, obligation or agreement of the Finance Authority will
impose a pecuniary liability or a charge upon the general credit or taxing power of the State or any political subdivision of the State. See
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 20144 BONDS.”

Certain legal matters will be passed on by Sutin, Thayer & Browne A Professional Corporation, Santa Fe, New Mexico, Bond Counsel to the
Finance Authority. Certain legal matters with respect to the tax status of the interest paid on the Series 2014A Bonds and certain matters relating to
disclosure will be passed on by Ballard Spahr LLP, Salt Lake City, Utah, Special Tax Counsel and Disclosure Counsel to the Finance Authority.
Certain legal matters will be passed on by the General Counsel to the Finance Authority. The Commission and the Department are being represented
by their general counsel and by Kutak Rock LLP, Denver, Colorado. The Underwriters are being represented by their counsel, Hogan Lovells US
LLP, Denver, Colorado. Public Financial Management, Inc., San Francisco, California, has acted as financial advisor to the Department in
connection with the issuance of the Series 2014A Bonds. It is expected that a single certificate for each maturity of the Series 2014A Bonds will be
delivered to DTC or its agent on or about March 12, 2014.

RBC Capital Markets Wells Fargo Securities

Dated February 27, 2014.
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MATURITY SCHEDULE
Year Principal Interest CUSIP
(June 15) Amount Rate Yield Numbert
2018 $3,775,000 5.00% 0.94% 64711R KQS8
2019 3,855,000 5.00 1.24 64711R KR6
2020 4,155,000 5.00 1.67 64711R KS4
2021 2,750,000 5.00 2.04 64711R KT2
2025 5,695,000 5.00 2.92 c 64711R KU9
2026 6,080,000 5.00 3.07 c 64711R KV7
2027 6,495,000 5.00 3.20 c 64711R KW5
2028 6,920,000 5.00 3.31 c 64711R KX3
2029 7,375,000 5.00 3.42 c 64711R KY1
2030 7,845,000 5.00 3.55 c 64711R KZ8
2031 8,345,000 5.00 3.63 c 64711R LA2
2032 6,820,000 5.00 3.69 c 64711R LBO
c Yield to optional redemption date of June 15, 2024 at par.

T The above referenced CUSIP numbers have been assigned by an independent company not affiliated with the parties to this bond
transaction and are included solely for the convenience of the holders of the Series 2014A Bonds. None of the Finance Authority, the
Commission, the Department, the Trustee, or the Underwriters, is responsible for the selection or uses of such CUSIP numbers, and no
representation is made as to their correctness on the Series 2014A Bonds or as indicated above. The CUSIP number for a specific maturity is
subject to being changed after the issuance of the Series 2014A Bonds as a result of various subsequent actions including, but not limited to,
a refunding in whole or in part of such maturity or as a result of the procurement of secondary market portfolio insurance or other similar
enhancement by investors that is applicable to all or a portion of certain maturities.



No dealer, salesman or any other person has been authorized to give any information or to make any
representation, other than as contained in this Official Statement, in connection with the offering of the Series
2014A Bonds, and, if given or made, such information or representation must not be relied upon as having been
authorized by the Finance Authority or the Underwriters. This Official Statement does not constitute an offer or
solicitation in any jurisdiction in which such offer or solicitation is not authorized or in which any person making
such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or
solicitation.

The information contained in this Official Statement has been furnished by the Finance Authority, the
Commission, the Department and DTC or obtained from other sources which are believed by the Finance Authority,
the Commission, and the Department to be reliable. The information in this Official Statement is subject to change
without notice and neither the delivery of this Official Statement nor any sale hereunder will, under any
circumstances, create any implication that there has been no change in the affairs of the Finance Authority, the
Commission, the Department or others since the date of this Official Statement.

The Series 2014A Bonds have not been registered under the Securities Act of 1933, as amended, nor has
the Indenture been qualified under the Trust Indenture Act of 1939, in reliance upon exemptions contained in such
acts. The registration and qualification of the Series 2014A Bonds in accordance with applicable provisions of the
securities laws of the states in which the Series 2014A Bonds have been registered or qualified and the exemption
from registration or qualification in other states cannot be regarded as a recommendation thereof. Neither the
Securities and Exchange Commission nor any other federal, state, municipal or other governmental entity, nor any
agency or department thereof, has passed upon the merits of the Series 2014A Bonds or the accuracy or
completeness of this Official Statement. Any representation to the contrary may be a criminal offense.

This Official Statement contains statements relating to the Finance Authority’s, the Commission’s, and the
Department’s future financial plans, receipt of future revenues and other matters 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,” “anticipate,” “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.

2 <

THE PRICES AT WHICH THE SERIES 2014A BONDS ARE OFFERED TO THE PUBLIC BY THE
UNDERWRITERS (AND THE YIELDS RESULTING THEREFROM) MAY VARY FROM THE INITIAL
PUBLIC OFFERING PRICES APPEARING ON THE INSIDE FRONT COVER PAGE. IN ADDITION, THE
UNDERWRITERS MAY ALLOW CONCESSIONS OR DISCOUNTS FROM SUCH INITIAL PUBLIC
OFFERING TO DEALERS AND OTHERS. IN CONNECTION WITH THE OFFERING OF THE SERIES
2014A BONDS, THE UNDERWRITERS MAY EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN
THE MARKET PRICE OF THE SERIES 2014A BONDS AT A LEVEL ABOVE THAT WHICH MIGHT
OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT

$70,110,000
NEW MEXICO FINANCE AUTHORITY
STATE TRANSPORTATION
REVENUE BONDS
(STATE TRANSPORTATION COMMISSION—
SUBORDINATE LIEN)
SERIES 2014A

INTRODUCTION

This Official Statement, which includes the cover page, the inside front cover page and the appendices
hereto, sets forth certain information in connection with the offering of $70,110,000 aggregate principal amount of
State Transportation Revenue Bonds (State Transportation Commission—Subordinate Lien), Series 2014A (the
“Series 2014A Bonds”) to be issued by the New Mexico Finance Authority (the “Finance Authority”), at the
direction of the State Transportation Commission (the “Commission”) of the State of New Mexico (the “State”).
Capitalized terms used in this Official Statement and not defined have the meanings specified in the Master
Indenture of Trust dated as of May 1, 2004, as heretofore amended and supplemented (the “Master Indenture”),
between the Finance Authority and BOKF, NA, dba Bank of Albuquerque, Albuquerque, New Mexico, as successor
trustee (the “Trustee”), and as further amended and supplemented by the Eighteenth Series Indenture of Trust dated
as of March 1, 2014 (the “Eighteenth Series Indenture”), between the Finance Authority and the Trustee and are set
forth under “EXTRACTS OF CERTAIN PROVISIONS OF THE INDENTURE—Certain Definitions” in
Appendix B. The Master Indenture, as previously amended and supplemented, and the Eighteenth Series Indenture
are collectively referred to herein as the “Indenture.” See “EXTRACTS OF CERTAIN PROVISIONS OF THE
INDENTURE” in Appendix B.

The Series 2014A Bonds are payable from and secured by a pledge of proceeds received by the New
Mexico Department of Transportation (the “Department”) of the collection of gasoline taxes, special fuels taxes,
vehicle transaction taxes or fees, driver’s license fees, oversize/overweight permit fees, certain Public Regulation
Commission fees, trip taxes, weight/distance taxes, motor vehicle registration fees, and motor vehicle excise taxes in
each case that are required by law to be paid into the State Road Fund; federal aid revenues received by, or on behalf
of, or available to, the Department pursuant to Title 23 of the United States Code or other federal law, that are paid
into the State Road Fund; interest on the State Road Fund, proceeds received by the Department of the collection of
leased vehicle gross receipts taxes and tire recycling fees in each case that are required by law to be paid into the
Highway Infrastructure Fund, and interest on amounts in the Highway Infrastructure Fund (collectively, the
“Pledged Revenues”). The Series 2014A Bonds are limited obligations of the Finance Authority payable from and
secured solely by the Pledged Revenues, subject to the liens thereon of certain obligations of the Commission and to
the uses of the Pledged Revenues pledged by, and the priorities set forth in, the Indenture, as described more fully
under “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2014A BONDS.”

This introduction is not a summary of this Official Statement. It is only a brief description of and guide to,
and is qualified by, more complete and detailed information contained in the entire Official Statement, including the
cover page, the inside front cover page and appendices hereto, and the documents summarized or described herein.
A full review should be made of the entire Official Statement. The offering of the Series 20144 Bonds to potential
investors is made only by means of the entire Olfficial Statement.

The Department and the Commission

The Department is a cabinet level department within the executive branch of the government of the State.
The Department is a multimodal transportation agency with emphasis on all modes of transportation. The
Department is responsible for maintaining U.S., Interstate and state highways within the State and is the department
responsible for administering State and federal transportation funds. The Department’s budget is subject to review
by the Commission, which is the entity responsible for all matters of policy for the Department and all policy



matters pertaining to expenditure of the State Road Fund in the construction, improvement and maintenance of State
highways and bridges. See “THE DEPARTMENT AND THE COMMISSION” herein.

Purposes of the Series 2014A Bonds

Proceeds from the sale of the Series 2014A Bonds will be used to finance certain road projects of the
Department (the “Series 2014A Project”). See “ESTIMATED SOURCES AND USES OF FUNDS” herein.
Proceeds from the Series 2014A Bonds will also be used to pay costs of issuing the Series 2014A Bonds.

Additional Contemplated Obligations

The Commission may issue or direct the Finance Authority to issue additional transportation bonds. At
present, the Commission does not plan to direct the Finance Authority to issue any additional obligations secured by
Pledged Revenues other than for refunding purposes.

Authority for Issuance

Pursuant to Section 67-3-59.3, when directed by the Commission, the Finance Authority is authorized to
issue bonds payable from (1) proceeds from the collection of taxes and fees that are required to be paid into the State
Road Fund, (2) taxes and fees required by law to be paid into the Highway Infrastructure Fund, and (3) federal funds
not otherwise obligated that are paid into the State Road Funds. Pursuant to resolutions adopted on December 5,
2013 and January 23, 2014 (collectively, the “Commission Resolution”), the Commission directed the Finance
Authority to issue the Series 2014A Bonds. The Series 2014A Bonds are being issued under the authority of and
pursuant to the laws of the State, including particularly Section 67-3-59.3 NMSA 1978, as amended, and the New
Mexico Finance Authority Act, Section 6-21-1 ef seg. NMSA 1978, as amended (collectively, the “Act”), the
Commission Resolution, resolutions of the Finance Authority adopted on December 20, 2013 and January 23, 2014,
and a resolution of the Finance Authority scheduled for adoption on February 27, 2014, and the Indenture.

Terms of the Series 2014A Bonds

Interest. The Series 2014A Bonds will be dated the date of their initial delivery (the “Delivery Date”).
Interest on the Series 2014A Bonds is payable on June 15 and December 15 of each year, commencing June 15,
2014. The Series 2014A Bonds will mature on the dates and in the amounts and will bear interest at the rates shown
on the inside front cover of this Official Statement.

Denominations. The Series 2014A Bonds are issuable in denominations of $5,000 or integral multiples of
$5,000.

Book-Entry System. Individual purchases will be made in book-entry only form, and purchasers of the
Series 2014A Bonds will not receive physical delivery of bond certificates except as more fully described in
“APPENDIX E—BOOK-ENTRY ONLY SYSTEM.” Payments of principal of and interest on the Series 2014A
Bonds will be made directly to The Depository Trust Company (“DTC”) or its nominee, Cede & Co., by the Paying
Agent, so long as DTC or Cede & Co. is the sole registered owner. Upon receipt of such payments, DTC is to remit
such payments to the DTC Participants (as defined below) for subsequent disbursement to the Beneficial Owners of
the Series 2014A Bonds, all as more fully described in Appendix E. In reading this Official Statement, it should be
understood that while the Series 2014A Bonds are in book-entry only form, references in other sections of this
Official Statement to Owners should be read to include the person for whom the Participants and Indirect
Participants acquire an interest in the Series 2014A Bonds, but (1) all rights of ownership must be exercised through
DTC and the book-entry only system as described in Appendix E, and (2) except as otherwise provided in the
Indenture, notices that are to be given to Owners by the Finance Authority, the Trustee, the Registrar or the Paying
Agent will be given only to DTC.

Redemption. The Series 2014A Bonds are subject to optional redemption prior to maturity. See “THE
SERIES 2014A BONDS—Redemption.”



Security for the Series 2014A Bonds

The Series 20144 Bonds are special, limited obligations of the Finance Authority payable solely from the
Pledged Revenues and certain funds and accounts created and maintained pursuant to the Indenture. The Series
20144 Bonds do not constitute or create a general obligation or other indebtedness of the State, the Finance
Authority, the Commission or the Department within the meaning of any State of New Mexico constitutional or
statutory debt limitation. NEITHER THE FINANCE AUTHORITY, NOR THE COMMISSION NOR THE
DEPARTMENT HAS ANY TAXING POWERS. The principal of and interest and premium, if any, on the Series
2014A Bonds do not constitute or give rise to a personal liability on the part of the members, directors and officers
of the Finance Authority, the Commission or the Department. No breach of any pledge, obligation or agreement of
the Finance Authority will impose a pecuniary liability or a charge upon the general credit or taxing power of the
State or any political subdivision of the State. See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES
20144 BONDS—Special, Limited Obligations.”

Pledged Revenues. The Pledged Revenues are defined by the Indenture to mean, collectively, State
Revenues and Federal Revenues. “State Revenues” are defined as (i) proceeds of the collection of gasoline taxes,
special fuels taxes, vehicle transaction taxes or fees, driver’s license fees, oversize/overweight permit fees, certain
Public Regulation Commission fees, trip taxes, weight/distance taxes, motor vehicle registration fees, and motor
vehicle excise taxes in each case that are required by law to be paid into the State Road Fund, and interest on
amounts in the State Road Fund; (ii) proceeds of the collection of leased vehicle gross receipts taxes and tire
recycling fees in each case that are required by law to be paid into the Highway Infrastructure Fund and interest on
amounts in the Highway Infrastructure Fund; and (iii) such additional moneys as may be authorized by law to be
pledged as security and are so pledged by the Finance Authority at the direction of the Commission. “Federal
Revenues” are defined to mean proceeds from federal aid revenues received by or on behalf of, or available to the
Department pursuant to Title 23 of the United States Code or other federal law, not otherwise obligated by federal or
state law that are paid into the State Road Fund or as may be authorized or permitted by federal or state law to be
pledged for payment of Obligations and are so otherwise pledged. For a description of the components of the
Pledged Revenues, see “PLEDGED REVENUES.” For a description of the funds and accounts created by the
Indenture and the flow of certain of the Pledged Revenues through these funds and accounts, see “APPENDIX B—
EXTRACTS OF CERTAIN PROVISIONS OF THE INDENTURE—Funds and Accounts.” See also “SECURITY
AND SOURCES OF PAYMENT FOR THE SERIES 2014A BONDS—Pledged Revenues.” Certain sources of
Pledged Revenues may only be applied to pay debt service on Bonds, the proceeds from which were used for an
authorized project. The Series 2014A Bonds are issued for authorized projects.

Discussion Regarding FHWA and Federal Revenues. The Department and the New Mexico Division of
the Federal Highway Administration (“FHWA?”) entered into a memorandum of understanding dated June 22, 2010
(the “FHWA Memorandum”) that sets forth the procedures for managing the stewardship and oversight of debt
service relating to the finance plan for construction of Grant Anticipation Revenue Vehicle Projects. Pursuant to the
FHWA Memorandum, the Department will, among other things, assure that debt service will not adversely impact
the ability to maintain federal aid funded projects based on an annual certificate prepared for FHWA review and
approval. As part of the annual certification, the Department must demonstrate annually that it has not exceeded
$122 million in Federal-Aid eligible highway program funded debt service payments billed to FHWA for
reimbursement. The FHWA Memorandum provides that Federal-Aid reimbursements to the Department will be
made on a semi-annual basis. Payment of Federal-Aid reimbursements is conditioned upon available funding and
satisfaction by the Department of the completion of certain reports and reconciliations. Neither the Finance
Authority nor the Department makes any representation regarding the amount or timeliness of payments from the
FHWA. See “PLEDGED REVENUES” and “SPECIAL FACTORS RELATING TO THE SERIES 2014A
BONDS.” A concurrence letter executed by FHWA and relating to the issuance of the Series 2014A Bonds has
been received by the Department.

Outstanding Senior Lien Bonds. The Act authorizes the Commission to direct the Finance Authority to
issue up to $1,585,000,000 aggregate principal amount of “new money” bonds and an unlimited amount of
refunding bonds that are payable from Pledged Revenues. Pursuant to the Act and the Master Indenture, the
Commission directed the Finance Authority to issue various Series of Senior Lien Bonds, which previously issued
Series of Senior Lien Bonds are sometimes collectively referred to herein as the “Outstanding Senior Lien Bonds.”
The Outstanding Senior Lien Bonds are outstanding in the aggregate principal amount of $892,690,000 as of




January 1, 2014. For a list of the various Series of the Outstanding Senior Lien Bonds and their current outstanding
amounts, please see “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2014A BONDS—
Outstanding and Additional Senior Lien Bonds.” The Outstanding Senior Lien Bonds are Senior Lien Bonds under
the Master Indenture and are payable from and secured by the Pledged Revenues senior to the lien of the Series
2014 A Bonds and the hereinafter defined Outstanding Subordinate Lien Obligations.

Outstanding Subordinate Lien Obligations. Pursuant to the Act and the Master Indenture, the Commission
directed the Finance Authority to issue various Series of Subordinate Lien Bonds, which previously issued
Subordinate Lien Bonds are sometimes collectively referred to herein as the “Outstanding Subordinate Lien Bonds.”
The Outstanding Subordinate Lien Bonds are outstanding in the aggregate principal amount of $547,300,000 as of
January 1, 2014. Upon the issuance of the Series 2014A Bonds, there will be $617,410,000 of Subordinate Lien
Bonds outstanding under the Indenture. For a list of the various Series of Subordinate Lien Bonds and their current
outstanding amounts, please see “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2014A
BONDS—Outstanding and Additional Subordinate Lien Obligations” herein.

The Commission previously directed the Finance Authority to enter into a taxable line of credit which
currently has a maximum available principal amount of $50,000,000 (the “Taxable Line of Credit”) with Bank of
America, N.A. The Taxable Line of Credit was executed to provide for the satisfaction of collateral posting
requirements under certain of the hereinafter described Swap Agreements. See “INTEREST RATE SWAPS”
herein. Interest on advances on the Taxable Line of Credit is payable quarterly and the principal of such advances is
payable upon the termination of the Taxable Line of Credit or an event of default thereunder. Payment obligations
under the Taxable Line of Credit are secured by a lien on the Pledged Revenues on a parity basis with the
Outstanding Subordinate Lien Bonds and the hereinafter described BNSF Taxable Line of Credit. The Taxable Line
of Credit is scheduled to expire on February 15, 2015. Since the execution of the Taxable Line of Credit, the
balance outstanding thereunder has ranged between $0 and $50,000,000 as the Finance Authority paid down
balances and made draws under the Taxable Line of Credit. As of the date hereof, the Finance Authority had an
outstanding balance of $0 under the Taxable Line of Credit.

The Commission also previously directed the Finance Authority to enter into a rolling taxable revolving
line of credit (the “BNSF Taxable Line of Credit”) with Wells Fargo Bank, N.A. in the amount of up to $50,000,000
to provide for amounts to BNSF for potential liabilities in connection with the acquisition of Railrunner property.
The BNSF Taxable Line of Credit is scheduled to expire on June 30, 2016; provided, however, that the BNSF
Taxable Line of Credit is renewable for additional 3-year terms. Each draw under the BNSF Taxable Line of Credit
shall be repaid within 180 days of its incurrence, unless the principal amount of the advance is converted to a 3-year
term loan on the due date of the advance. Payment obligations under the BNSF Taxable Line of Credit are secured
by a lien on the Pledged Revenues on a parity with the Outstanding Subordinate Lien Bonds and the Taxable Line of
Credit. The Taxable Line of Credit, the BNSF Taxable Line of Credit and the Outstanding Subordinate Lien Bonds
are sometimes collectively referred to herein as the “Outstanding Subordinate Lien Obligations.” As of the date
hereof, there have been no draws made under the BNSF Taxable Line of Credit or under the cash-funded escrow
which was replaced by the BNSF Taxable Line of Credit.

The Outstanding Subordinate Lien Obligations and the Series 2014A Bonds are Subordinate Lien
Obligations under the Indenture and are payable from the Pledged Revenues with a lien on the Pledged Revenues
subordinate to the lien of the Outstanding Senior Lien Bonds.

Additional Obligations. Pursuant to the Act and the Indenture, the Commission may direct the Finance
Authority to issue additional Senior Lien Bonds and additional Subordinate Lien Obligations upon the satisfaction of
certain conditions set forth in the Indenture. However, the Commission does not have any current plans to direct the
Finance Authority to issue additional transportation obligations secured by Pledged Revenues other than for
refunding purposes. See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2014A BONDS—
Outstanding and Additional Senior Lien Bonds” and “—Outstanding and Additional Subordinate Lien Obligations.”

Junior Subordinate Lien Obligations. The Commission may also direct the Finance Authority to issue
Junior Subordinate Lien Obligations under the Indenture, subject to the satisfaction of certain requirements.
Termination Payments under the hereinafter described Swap Agreements are Junior Subordinate Lien Obligations.




The New Mexico Finance Authority

The Finance Authority, established by the legislature of the State (the “Legislature”) in 1992, is a
governmental instrumentality separate and apart from the State created to coordinate the planning and financing of
State and local public projects. Pursuant to the Act, the Commission may direct the Finance Authority to issue
obligations secured by revenues received by the Department for the benefit of the Commission. The Finance
Authority is not subject to the supervision or control of any other board, bureau, department or agency of the State,
except that a legislative oversight committee is empowered to monitor and oversee its operations and to provide
assistance and advice with respect to the Finance Authority’s Public Project Revolving Fund Program. For
additional information concerning the Finance Authority, see “NEW MEXICO FINANCE AUTHORITY” herein.

Professionals Involved in the Offering

At the time of the issuance of the Series 2014A Bonds, Sutin, Thayer & Browne A Professional
Corporation, as Bond Counsel to the Finance Authority, will deliver its opinion included in APPENDIX D hereto
and Ballard Spahr LLP, Salt Lake City, Utah, Special Tax Counsel to the Finance Authority, will deliver its opinion
discussed under “TAX MATTERS” and also included in APPENDIX D hereto. Ballard Spahr LLP will also pass
upon certain matters relating to disclosure as Disclosure Counsel to the Finance Authority. The Commission and the
Department are being represented by their general counsel and by Kutak Rock LLP, Denver, Colorado. The
Underwriters are being represented by their counsel Hogan Lovells US LLP, Denver, Colorado. Certain legal
matters will be passed upon for the Finance Authority by its General Counsel. See “LEGAL MATTERS.” Public
Financial Management, Inc., San Francisco, California, has acted as financial advisor to the Department in
connection with its issuance of the Series 2014A Bonds. See “FINANCIAL ADVISOR.”

The Department’s financial statements for the year ended June 30, 2013, an extract from which is included
in APPENDIX A hereto, have been audited by Moss-Adams LLP. See also “FINANCIAL STATEMENTS.”

Offering and Delivery of the Series 2014A Bonds

The Series 2014A Bonds are offered when, as and if issued, subject to approval as to their legality by Bond
Counsel and the satisfaction of certain other conditions. It is anticipated that a single certificate for each maturity of
the Series 2014A Bonds will be delivered to DTC or its agent on or about March 12, 2014.

Other Information

This Official Statement speaks only as of its date, and the information contained herein is subject to
change. The quotations from, and summaries and explanations of, the statutes, regulations and documents contained
herein do not purport to be complete, and reference is made to such laws, regulations and documents for full and
complete statements of their provisions. Copies, in reasonable quantity, of such laws, regulations and documents,
and of the financial statements of the Department, may be obtained during the offering period, upon request to the
Commission or the Finance Authority and upon payment to the Commission or the Finance Authority, respectively,
of a charge for copying, mailing and handling at the following: for the Commission: 1120 Cerrillos Road, Santa Fe,
New Mexico 87504, Attention: Bond Debt Service Program Manager; or for the Finance Authority: 207 Shelby
Street, Santa Fe, New Mexico 87501, Attention: Chief Financial Strategist.

Any statements in this Official Statement involving matters of opinion, whether or not expressly so stated,
are intended as such and not as representations of fact. This Official Statement is not to be construed as a contract or
agreement between the Finance Authority and the purchasers or holders of any of the Series 2014A Bonds.

THE SERIES 2014A BONDS

General

Set forth below is a summary of certain provisions of the Series 2014A Bonds. Other information
describing the Series 2014A Bonds appears elsewhere in this Official Statement. This summary and such other
information should be read together and are qualified in their entirety by reference to the Indenture and the Series
2014A Bonds. For a description of certain provisions of the Indenture, see “APPENDIX B—EXTRACTS OF



CERTAIN PROVISIONS OF THE INDENTURE.” Copies of the Indenture are available as provided in
“ADDITIONAL INFORMATION.”

The Series 2014A Bonds are being issued pursuant to the Act and the Indenture. Proceeds from the sale of
the Series 2014A Bonds will be used to finance the acquisition and construction of the Series 2014A Project and to
pay costs of issuing the Series 2014A Bonds. See “ESTIMATED SOURCES AND USES OF FUNDS.”

The Series 2014A Bonds will be dated the date of their initial delivery and interest will accrue on the Series
2014A Bonds from such date at the rates presented on the inside front cover page of this Official Statement
(calculated on the basis of a 360-day year consisting of twelve 30-day months), and is payable on June 15 and
December 15 of each year, commencing June 15, 2014 (each an “Interest Payment Date””). The Series 2014A Bonds
will be issued in the aggregate principal amounts and will mature on the dates and in the amounts shown on the
inside front cover. The Series 2014A Bonds are issuable in denominations of $5,000 or integral multiples of $5,000.

Redemption

Optional Redemption. The Series 2014A Bonds maturing on and prior to June 15, 2021 shall not be
subject to redemption prior to maturity at the option of the Finance Authority. The Series 2014A Bonds maturing on
and after June 15, 2025 shall be subject to redemption prior to maturity, at the option of the Finance Authority, on
and after June 15, 2024, in whole or in part at any time (if in part, in integral multiples of $5,000), at a Redemption
Price equal to 100% of the principal amount thereof plus the accrued interest thereon to the date of redemption.

Notice of Redemption. In the event any of the Series 2014A Bonds are to be redeemed, notice of such
redemption is to be mailed by first class mail, postage prepaid, to all Registered Owners of Series 2014A Bonds to
be redeemed at their addresses as they appear on the registration books of the Registrar at least 30 days, but not
more than 60 days, prior to the redemption date.

In addition, further notice of any redemption of Series 2014A Bonds is to be given by the Trustee at least
two Business Days in advance of the mailed notice to Registered Owners, by registered or certified mail or
overnight delivery service, to all registered securities depositories then in the business of holding substantial
amounts (as reasonably determined by the Trustee) of obligations of types comprising the Series 2014A Bonds and
to at least two national information services that disseminate notices of redemption of obligations such as the Series
2014A Bonds. Failure to give all or any portion of such further notice will not in any manner defeat the
effectiveness of a call for redemption.

If at the time of mailing of any notice of redemption there are not on deposit with the Trustee moneys
sufficient to redeem all the Series 2014A Bonds called for redemption, such notice is to state that such redemption is
subject to the deposit of the redemption moneys with the Trustee not later than the redemption date and that such
notice will be of no effect unless such moneys are so deposited.

A second notice of redemption is to be given, not later than 90 days subsequent to the redemption date, to
Registered Owners of Series 2014A Bonds or portions thereof redeemed but who failed to deliver Series 2014A
Bonds for redemption prior to the 60th day following such redemption date. Any notice mailed will be conclusively
presumed to have been duly given, whether or not the owner of such Series 2014A Bonds receives the notice.
Receipt of such notice is not a condition precedent to such redemption and failure so to receive any such notice by
any of such Registered Owners will not affect the validity of the proceedings for the redemption of the Series 2014A
Bonds.

Partially Redeemed Bonds. In case any Series 2014A Bond is redeemed in part, upon the presentation of
such Series 2014A Bond for such partial redemption, the Finance Authority will execute and the Trustee will
authenticate and deliver or cause to be delivered to or upon the written order of the Registered Owner thereof, at the
expense of the Finance Authority, a Series 2014A Bond or Series 2014A Bonds of the same series, interest rate and
maturity and in an aggregate principal amount equal to the unredeemed portion of such Series 2014A Bond. A
portion of any Series 2014A Bond of a denomination of more than $5,000 to be redeemed will be in the principal
amount of $5,000 or an integral multiple of $5,000 and, in selecting portions of such Series 2014A Bonds for




redemption, the Trustee will treat each such Series 2014A Bond as representing that number of Series 2014A Bonds
of $5,000 denomination which is obtained by dividing the principal amount of such Series 2014A Bonds by $5,000.

Defeasance

When a Series 2014A Bond has been deemed to be paid under the Indenture, it will no longer be secured by
or entitled to the benefits of the Indenture, except for the purposes of any such payment. Any Series 2014A Bond
will be deemed to be paid for all purposes of the Indenture when (1) the principal of and the applicable premium, if
any, on such Series 2014A Bond (whether at maturity or prior redemption) plus interest on the Series 2014A Bond
to the Series 2014A Bond’s due date either have been paid or have been provided by irrevocably depositing with the
Trustee or other escrow agent, in trust, and the Trustee or other escrow agent shall have irrevocably set aside
exclusively for such payment moneys sufficient to make such payment, and/or noncallable Governmental
Obligations maturing as to principal and interest in such amount and at such times as will insure the availability of
sufficient moneys to make such payment, and (2) all necessary and proper fees, compensation and expenses of the
Trustee and any paying agents pertaining to the Series 2014A Bonds with respect to which such deposit is made
shall have been paid or the payment thereof provided for to the satisfaction of the Trustee.

Payment of Bond Requirements

Principal and Final Interest. The principal of and the final interest payment on any Series 2014A Bonds
shall be payable to the owner thereof as shown on the registration books maintained by the Trustee upon maturity
thereof and upon presentation and surrender at the principal office of the Paying Agent. The principal of and the
final interest payment on the Series 2014A Bonds shall be payable in clearing house funds. If any Series 2014A
Bond shall not be paid upon such presentation and surrender at or after maturity, it shall continue to draw interest
(but without compounding of interest) at the rate borne by it until the principal thereof is paid in full.

Interest. The interest due on any Series 2014A Bond on any Interest Payment Date, other than the final
interest payment thereon, shall be paid to the owner thereof, as shown on the registration books kept by the Trustee
at the close of business on the Regular Record Date. The interest on the Series 2014A Bonds shall be payable in
clearing house funds. Any such interest not so timely paid or duly provided for shall cease to be payable to the
person who is the owner of such Series 2014A Bond at the close of business on the Regular Record Date and shall
be payable to the person who is the owner of such Series 2014A Bond at the close of business on a Special Record
Date for the payment of any such Defaulted Interest. Such Special Record Date shall be fixed in accordance with
the Master Indenture.

Payment of Interest. All payments of interest (other than the final interest payment) on any Series 2014A
Bond shall be paid to the person entitled thereto pursuant to the Indenture by check mailed on the Interest Payment
Date to his or her address as it appears on the registration books kept by the Trustee (or, in the case of Defaulted
Interest, the date selected by the Trustee for the payment of such Defaulted Interest); or, at the option of any owner
of $1,000,000 or more in principal amount of Series 2014A Bonds, by wire transfer on such date to a bank within
the continental United States as directed by such owner.

Book-Entry Only System

The Depository Trust Company (“DTC”) will act as securities depository for all of the Series 2014A Bonds
through its nominee, Cede & Co. One fully registered bond in a denomination equal to the principal amount of each
maturity of the Series 2014A Bonds will be registered in the name of Cede & Co. Individual purchases of Series
2014A Bonds will be made in book-entry form only, and Beneficial Owners of the Series 2014A Bonds will not
receive physical delivery of bond certificates, except as described herein. Upon receipt of payments of principal and
interest, DTC will remit such payment to DTC participants for subsequent disbursement to the Beneficial Owners of
the Series 2014A Bonds. For a more complete description of the book-entry only system, see “APPENDIX E—
BOOK-ENTRY ONLY SYSTEM.”



SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2014A BONDS

Special, Limited Obligations

The Series 2014A Bonds are special, limited obligations of the Finance Authority payable solely from the
Pledged Revenues and other moneys held in certain funds and accounts created under the Indenture. The Series
2014A Bonds do not constitute or create a general obligation or other indebtedness of the State, the Finance
Authority, the Commission, the Department or any political subdivision of the State within the meaning of any State
of New Mexico constitutional or statutory debt limitation. THE FINANCE AUTHORITY, THE COMMISSION
AND THE DEPARTMENT HAVE NO TAXING POWERS. The principal of and interest on the Series 2014A
Bonds do not constitute or give rise to a pecuniary liability on the part of the members, directors and officers of the
Finance Authority, the Commission or the Department. No breach of any pledge, obligation or agreement of the
Finance Authority will impose a pecuniary liability or a charge upon the general credit or taxing power of the State
or any political subdivision of the State. See “SPECIAL FACTORS RELATING TO THE SERIES 2014A
BONDS.”

Pledged Revenues

The principal of and interest on the Series 2014A Bonds will be payable from a portion of the Pledged
Revenues, which revenues are pledged and are payable as provided in the Indenture. See “PLEDGED
REVENUES.” Such pledge is subject to the uses of the Pledged Revenues and other amounts pledged by, and the
priorities set forth in, the Indenture. See “APPENDIX B—EXTRACTS OF CERTAIN PROVISIONS OF THE
INDENTURE—Funds and Accounts.” Certain sources of Pledged Revenues may only be applied to pay debt
service on Bonds, the proceeds from which were used for an authorized project. The Indenture allows Bonds to be
issued solely for authorized projects. The Series 2014A Bonds constitute an irrevocable lien, but not an exclusive
lien, on the Pledged Revenues as set forth in the Indenture and are being issued to finance an authorized project.

Deposit of State Revenues. The Finance Authority and the Department have entered into a procedural
memorandum under which the Finance Authority will, during the time that the Series 2014A Bonds are Outstanding,
present requisitions to the Department for payment from the State Road Fund and the Highway Infrastructure Fund
of the amounts of Pledged Revenues required for debt service to be deposited with the Trustee under the Indenture.
The Department will issue warrants for payment of those amounts from the State Road Fund and/or the Highway
Infrastructure Fund to the Finance Authority and the Finance Authority will cause the amounts to be deposited with
the Trustee in the Revenue Fund. Only the Pledged Revenues so transferred by the Department (not all Pledged
Revenues) will be deposited to the Revenue Fund held by the Trustee under the Indenture.

Discussion Regarding Federal Revenues. The Department and the FHWA have entered into the FHWA
Memorandum that sets forth the procedures for managing the stewardship and oversight of debt service relating to
the finance plan for construction of Grant Anticipation Revenue Vehicle Projects. Pursuant to the FHWA
Memorandum, the Department will, among other things, assure that debt service will not adversely impact the
ability to maintain federal aid funded projects based on an annual certificate prepared for FHWA review and
approval. As part of the annual certification, the Department must demonstrate that it has not exceeded $122 million
in Federal-Aid eligible highway program funded debt service payments billed to FHWA for reimbursement. The
FHWA Memorandum provides that Federal-Aid reimbursements to the Department will be made on a semi-annual
basis. Payment of Federal-Aid reimbursement is conditioned upon available funding and satisfaction by the
Department of the completion of certain reports and reconciliations. Neither the Authority nor the Department
makes any representation regarding the amount or timeliness of payments from the FHWA. A concurrence letter
executed by FHWA and relating to the issuance of the Series 2014A Bonds has been received by the Department.




Outstanding and Additional Senior Lien Bonds

The Outstanding Senior Lien Bonds consist of the following Series:
OUTSTANDING SENIOR LIEN BONDS

Outstanding Principal Amount

Issue (as of January 1, 2014)
Series 2004 A $80,615,000
Series 2006A 83,270,000
Series 2009A 26,155,000
Series 2010A-1 33,760,000
Series 2010B 451,435,000
Series 2012 217,455,000

TOTAL $892,690,000

(Source: The Department.)

The Outstanding Senior Lien Bonds have a lien on the Pledged Revenues that is senior to the lien thereon
of the Outstanding Subordinate Lien Obligations and the Series 2014A Bonds.

The Indenture provides that no additional Senior Lien Bonds may be issued (other than for purposes of
refunding) by the Finance Authority unless (i) the State Revenues in any twelve consecutive calendar months out of
the eighteen calendar months immediately preceding the date of issuance of such Senior Lien Bonds were at least
300% of the maximum combined Debt Service Requirements coming due in any subsequent fiscal year on (a) then
Outstanding Senior Lien Bonds and (b) the Senior Lien Bonds proposed to be issued, and (ii) the Pledged Revenues
in any twelve consecutive calendar months out of the eighteen calendar months immediately preceding the date of
issuance of such Senior Lien Bonds were at least 350% of the maximum combined Debt Service Requirements
coming due in any subsequent fiscal year on (x) then Outstanding Senior Lien Bonds and (y) the Senior Lien Bonds
proposed to be issued. See “EXTRACTS OF CERTAIN PROVISIONS OF THE INDENTURE—Additional
Obligations Payable from Trust Estate—Limitations Upon Issuance of Senior Lien Bonds” in Appendix B. The
Commission may not issue any additional obligations payable from and secured by a lien on the Pledged Revenues
on a parity with Senior Lien Bonds unless it receives future statutory authorization to do so, and has resolved that, in
the event of such future statutory authorization, it will issue such additional obligations only subject to the
satisfaction of the same conditions that apply to the issuance of additional Senior Lien Bonds by the Finance
Authority.

(The remainder of this page intentionally left blank.)



Outstanding and Additional Subordinate Lien Obligations

The Outstanding Subordinate Lien Bonds consist of the following Series:
OUTSTANDING SUBORDINATE LIEN BONDS

Outstanding Principal Amount

Issue (as of January 1, 2014)

Series 2004B $29,740,000
Series 2006B 24,085,000
Series 2008 A 35,200,000
Series 2008B 100,000,000
Series 2010A-2 73,475,000
Series 2011A-1 80,000,000
Series 2011A-2 120,000,000
Series 2011A-3 84,800,000

TOTAL $547,300,000

(Source: The Department.)

The Commission previously directed the Finance Authority to enter into the Taxable Line of Credit which
currently has a maximum available principal amount of $50,000,000 with Bank of America, N.A. The Taxable Line
of Credit was executed to provide for the satisfaction of collateral posting requirements under certain of the Swap
Agreements. See “INTEREST RATE SWAPS” herein. Interest on advances on the Taxable Line of Credit is
payable quarterly and the principal of such advances is payable upon the termination of the Taxable Line of Credit
or an event of default thereunder. Payment obligations under the Taxable Line of Credit are secured by a lien on the
Pledged Revenues on a parity basis with the Outstanding Subordinate Lien Bonds and the BNSF Taxable Line of
Credit. The Taxable Line of Credit is scheduled to expire on February 15, 2015. Since the execution of the Taxable
Line of Credit, the balance outstanding thereunder has ranged between $0 and $50,000,000 as the Finance Authority
paid down balances and made draws under the Taxable Line of Credit. As of the date hereof, the Finance Authority
had an outstanding balance of $0 under the Taxable Line of Credit.

The Commission also previously directed the Finance Authority to enter into the BNSF Taxable Line of
Credit with Wells Fargo Bank, N.A. in the amount of up to $50,000,000 to provide for amounts to BNSF for
potential liabilities in connection with the acquisition of Railrunner property. The BNSF Taxable Line of Credit is
scheduled to expire on June 30, 2016; provided, however, that the BNSF Taxable Line of Credit is renewable for
additional 3-year terms. Each draw under the BNSF Taxable Line of Credit shall be repaid within 180 days of its
incurrence, unless the principal amount of the advance is converted to a 3-year term loan on the due date of the
advance. Payment obligations under the BNSF Taxable Line of Credit are secured by a lien on the Pledged
Revenues on a parity with the Outstanding Subordinate Lien Bonds and the Taxable Line of Credit. As of the date
hereof, there have been no draws made under the BNSF Taxable Line of Credit or under the cash-funded escrow
which was replaced by the BNSF Taxable Line of Credit.

In addition to the Subordinate Lien Obligation described above, the Finance Authority has entered into a
Letter of Credit Reimbursement Agreement (the “Credit Facility Agreement”) with State Street Bank and Trust
Company (“State Street”) pursuant to which an irrevocable, direct-pay letter of credit is outstanding to support the
Series 2008A and 2008B Bonds. Amounts payable to State Street under the Credit Facility Agreement are payable
from Pledged Revenues on a parity with the other Subordinate Lien Obligation. Under the Credit Facility
Agreement, the Finance Authority is required to reimburse State Street for any amount paid by State Street on the
same day such amount is paid. In the event that there is a drawing on the Letter of Credit to purchase any 2008A or
2008B Bonds which are tendered for purchase by the holders thereof, the Credit Facility Agreement provides that
State Street becomes the holder of such obligations (“Bank Bonds”). The Finance Authority is required to repay
such Bank Bonds over a period that is less than the remaining term to maturity of the 2008A or 2008B Bonds, as
applicable, at an increased interest rate. The Credit Facility Agreement contains a number of covenants and
agreements on the part of the Finance Authority, and specifies events of default and remedies. State Street’s
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remedies include the right to cause a mandatory tender of the 2008 A and 2008B Bonds. The term of the current
Credit Facility Agreement expires on June 30, 2015, unless further extended in accordance with its terms. If the
Credit Facility Agreement expires and the Finance Authority is unable to secure a replacement credit facility
agreement, the 2008 A and 2008B Bonds will be subject to mandatory tender for purchase by the holders thereof
upon such expiration. In addition, the Letter of Credit will be drawn upon to pay the purchase price of such tendered
2008A and 2008B Bonds.

All such Subordinate Lien Obligations and the Series 2014A Bonds are payable from and secured by a
parity lien on the Pledged Revenues subordinate and junior to the lien on the Pledged Revenues of the Outstanding
Senior Lien Bonds. Payment obligations, other than termination payment obligations which are Junior Subordinate
Lien Obligations, of the Finance Authority on the Swap Agreements (as defined herein) are also Subordinate Lien
Obligations. See “INTEREST RATE SWAPS” for a discussion of the Swap Agreements.

The Indenture provides that no additional Subordinate Lien Obligations may be issued (other than for
purposes of refunding) by the Finance Authority, and that no Additional Highway Bonds may be issued by the
Commission, unless the Pledged Revenues in any twelve consecutive calendar months out of the eighteen calendar
months immediately preceding the date of issuance of such Subordinate Lien Obligations or Additional Highway
Bonds were at least 300% of the maximum combined Debt Service Requirements coming due in any subsequent
fiscal year on (a) then Outstanding Senior Lien Bonds, (b) then Outstanding Subordinate Lien Obligations, (c) then
Outstanding Additional Highway Bonds, and (d) the Subordinate Lien Obligations or Additional Highway Bonds
proposed to be issued. See “EXTRACTS OF CERTAIN PROVISIONS OF THE INDENTURE—Additional
Obligations Payable from Trust Estate—Limitations Upon Issuance of Subordinate Lien Bonds” in Appendix B.

Junior Subordinate Lien Obligations

The Finance Authority and the Commission may issue additional bonds or other obligations payable from
the Pledged Revenues constituting a lien on Pledged Revenues subordinate and junior to the lien on the Pledged
Revenues of the Subordinate Lien Obligations, including Junior Subordinate Lien Obligations upon satisfaction of
certain requirements set forth under the Indenture. Termination payment obligations of the Finance Authority on the
Swap Agreements are Junior Subordinate Lien Obligations. See “INTEREST RATE SWAPS.”

Additional Superior Obligations Prohibited

The Commission will not direct the Finance Authority to issue, and the Finance Authority will not issue
additional bonds or incur obligations that have a lien on any of the Pledged Revenues prior and superior to the lien
on the Pledged Revenues of the Senior Lien Bonds.

Additional Contemplated Obligations

Subsequent to the issuance of the Series 2014A Bonds, there will remain $164.3 million of debt incurring
capacity under the Act for new money purposes. At present, the Commission does not plan to direct the Finance
Authority to issue any additional obligations secured by Pledged Revenues. The Commission does not plan to direct
the Finance Authority to issue any additional transportation bonds other than for refunding purposes.
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INTEREST RATE SWAPS

The Finance Authority has previously entered into 1992 ISDA (International Swap Dealers Association)
Master Agreements and related Schedules, Credit Support Annexes and Confirmations (collectively, the “Swap
Documents™) in connection with interest rate exchange agreements (collectively, the “Swap Agreements”), under
which the Finance Authority is the fixed rate payor, paying the relevant counterparty a fixed rate per annum on the
relevant notional amount, and the counterparties are floating rate payors, paying the Finance Authority a floating
rate on the relevant notional amount, as described in the following table:

Initial Fixed Rate
Notional Paid by Floating Rate
Swap Amount Finance Payment by Termination = Mark-to-Market
Counterparty (in thousands)  Related Bonds Authority Counterparty Date (as of 2/27/14)
Goldman Sachs $50,000 Series 2008 A 3.934% 68% of the 30-day 6/15/24 $(9,901,525)
Mitsui Marine LIBOR
Derivatives L.P.
JPMorgan Chase 110,000 Series 2008B 5.072 SIFMA Index 12/15/26 (27,491,666)
Bank plus 0.34%
Royal Bank of 100,000 Series 2011A-1 3.934 68% of the 30-day 6/15/24 (19,803,049)
Canada’ LIBOR
UBS AG 110,000 Series 2011A-2 5.072 SIFMA Index 12/15/26 (27,491,666)
plus 0.34%
Deutsche Bank, AG 50,000 Series 2011A-3 3.934 68% of the 30-day 6/15/24 (9,901,525)
LIBOR

()" The Royal Bank of Canada is the parent company of RBC Capital Markets, LLC, the Representative.

(Source: The Financial Advisor.)

The Swap Agreements were entered into for the purpose of hedging the exposure of the Finance Authority
against interest rate fluctuations arising from the variable rates borne by the related Bonds. The rates to be paid
under the Swap Agreements by the counterparties are reasonably expected to be substantially the same as the rates
borne by the related Bonds, but may from time to time vary from the actual rate payable by the Finance Authority on
the related Bonds. The initial notional amounts of the Swap Agreements will decline over the terms of the Swap
Agreements and certain of the Swap Agreements related to the Series 2008B Bonds and the Series 2011A-2 Notes
include options whereby the counterparties may, but are not required to, terminate the Swap Agreements if the daily
weighted average of the SIFMA Index for the preceding 180 day period is greater than 7%.

Payments (other than termination payments as described below) by the Finance Authority on the Swap
Agreements are Subordinate Lien Obligations payable from and secured by a lien on the Pledged Revenues on a
parity with the Subordinate Lien Obligations.

Each of the Swap Agreements provides that the Finance Authority may terminate the Swap Agreement at
any time prior to its termination date and that the Swap Agreement may be terminated prior to its termination date
by the relevant counterparty under certain circumstances. If a Swap Agreement is terminated prior to the stated
termination date, a termination payment may be owed by the Finance Authority to the relevant counterparty or by
the relevant counterparty to the Finance Authority, depending on prevailing economic circumstances at the time of
termination. The amount of any such termination payment, while not currently ascertainable, could be substantial.
Any such termination payments payable by the Finance Authority are payable from and secured by a lien on the
Pledged Revenues subject and subordinate to the lien thereon of the Subordinate Lien Obligations and on a parity
with any Junior Subordinate Lien Obligations.

Each of the Swap Agreements is subject to periodic “mark-to-market” valuations. If the mark-to-market

valuation exceeds the limitations set in the Swap Agreement, federal securities may be required to be delivered by
the Finance Authority or the relevant counterparty as collateral securing their respective obligations under the Swap
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Agreement. The Commission also directed the Finance Authority to enter into the Taxable Line of Credit discussed
under “Outstanding and Additional Subordinate Lien Obligations™ to enable it to post collateral under the Swap
Agreements in the event the need arises. As of the date hereof, the Finance Authority had an outstanding balance of
$0 under the Taxable Line of Credit to satisfy a portion of collateral posting requirements under the Swap
Agreements. See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2014A BONDS—
Outstanding and Additional Subordinate Lien Obligations” herein. The Swap Agreements were entered into under a
debt policy memorandum of understanding entered into by the Finance Authority and the Commission. Under that
debt policy memorandum of understanding, an advisor to the Finance Authority, the Commission and the
Department marks the Swap Agreements to market monthly and a joint committee of the Finance Authority, the
Commission and the Department regularly monitors the Swap Agreements.

The arrangements made with respect to the Swap Agreements do not alter the Finance Authority’s
obligations to pay principal of or interest on the related Series of Bonds from the Pledged Revenues. Because each
of the Swap Agreements is subject to termination upon the occurrence of certain events, no assurance can be given
that they will continue to be in effect. None of the Swap Agreements provide a source of credit or security for the
related Series of Bonds. The Owners of the Bonds will not have any rights under any Swap Agreement or against
any Counterparty.

If a Counterparty is unable to perform its obligations under the relevant Swap Agreement, the Finance
Authority may be exposed to increased interest rate risk.

As of February 27, 2014, the payments to terminate all of the Swap Agreements would in the aggregate be
equal to $94,589,430. Although the Finance Authority may enter into additional swap agreements, it does not
presently plan to do so.

PLEDGED REVENUES

The Pledged Revenues are defined by the Indenture to mean, collectively, State Revenues and Federal
Revenues. “State Revenues” are defined as (i) proceeds of the collection of gasoline taxes, special fuels taxes,
vehicle transaction taxes or fees, driver’s license fees, oversize/overweight permit fees, certain Public Regulation
Commission fees, trip taxes, weight/distance taxes, and motor vehicle registration fees, in each case that are required
by law to be paid into the State Road Fund, and interest on amounts in the State Road Fund; (ii) proceeds of the
collection of leased vehicle gross receipts taxes and tire recycling fees in each case that are required by law to be
paid into the Highway Infrastructure Fund and interest on amounts in the Highway Infrastructure Fund; and (iii)
such additional moneys as may be authorized by law to be pledged as security and are so pledged by the Finance
Authority at the direction of the Commission. “Federal Revenues” are defined to mean proceeds from federal aid
revenues received by or on behalf of, or available to the Department pursuant to Title 23 of the United States Code
or other federal law, not otherwise obligated by federal or state law that are paid into the State Road Fund or as may
be authorized or permitted by federal or state law to be pledged for payment of Obligations and are so pledged by
the Finance Authority.

State Road Fund

General. The State Road Fund is established pursuant to Section 67-3-65 NMSA 1978, as amended. No
income earned on the fund may be transferred to another fund. Pursuant to Section 67-3-65.1 NMSA 1978, as
amended, distributions from the State Road Fund may be used only for maintenance, construction and improvement
of the state transportation projects and to meet federal allotments under the federal-aid road laws, but the State
Treasurer must set aside sufficient money from the State Road Fund each year to pay the principal of and interest
due each year on state transportation revenue bonds issued to anticipate the collection of the revenues attributable to
the State Road Fund. Substantially all of the taxes and fees attributable to the State Road Fund are collected and
administered by the New Mexico Department of Taxation and Revenue (“TRD”) and transferred by the State
Treasurer from various suspense funds to the State Road Fund monthly.

Chapter 3, New Mexico Laws of 2003 1st Special Session (October 2003) enacted various tax and fee rate

increases to benefit the State Road Fund with the intent of undertaking a major highway construction initiative. On
a full-year, full accrual basis, the 2003 tax and fee increases and general revenue growth currently yield
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approximately $60,000,000 per fiscal year. The tax and fee rate increases in the legislation included a $0.03 per
gallon increase in the Special Fuel Excise Tax (a 17% increase estimated to be worth about $13,910,000 per year), a
38% increase in the Weight Distance Tax (estimated to be worth about $21,200,000 per year), a $5 to $14 per year
increase in motor vehicle registration fees (a 33% increase averaging about $12.50 per vehicle per year, and
estimated to be worth about $22,200,000 per year), and approximately a $2,800,000 per year increase in the fees
charged for oversize and overweight trucks. The vehicle registration fee increase became effective March 1, 2004,
and the other increases became effective July 1, 2004. There have been no subsequent legislative changes to the tax
and fee structure.

Gasoline Excise Taxes. Gasoline excise taxes are imposed pursuant to the Gasoline Tax Act, Sections 7-
13-1 through 7-13-18 NMSA 1978, as amended (the “Gasoline Tax Act”). The Gasoline Tax Act imposes a tax of
17 cents per gallon on gasoline received in the State. Not all of the tax imposed by the Gasoline Tax Act is paid into
the State Road Fund (see discussion below). The State’s gasoline excise tax rate continues to be lower than that of
any western state with the exception of Oklahoma (16 cents per gallon) and Wyoming (13 cents per gallon).

Wholesale Exemption; Tax Sharing Agreements. Under the current statutory provisions for the collection
of gasoline excise taxes, gasoline wholesaled by “registered” Native American distributors on Indian reservations,
pueblo grants or trust lands is not subject to the tax. Pursuant to Chapter 190, Laws of 1999, the amount of gasoline
that may be sold within an Indian reservation, pueblo grant or trust lands by any single registered Native American
wholesale distributor for resale outside the Indian reservation, pueblo grant or trust lands free of state gasoline tax is
limited to 30,000,000 gallons per year. Chapter 190 limits the use of this exemption to registered Native American
wholesale distributors who have sold more than one million gallons of gasoline within the Indian reservation, pueblo
grants or trust lands for resale outside the Indian reservation, pueblo grant or trust land during the four months ended
August 1998. There have been no subsequent legislative changes to the wholesale exemption.

TRD has certified two registered Native American wholesale distributors as eligible for this exemption,
meaning that up to 60,000,000 gallons per year of gasoline currently may be sold at wholesale free of State gasoline
tax under this exemption. Section 67-3-8.1 allows the Department to enter into “gasoline tax sharing agreements”
with the Pueblos of Nambe and Santo Domingo for terms of up to twenty years. Agreements with each Pueblo were
executed in 2004 and contained terms of 10 years. The original tax sharing agreement with the Pueblo of Nambe
expired in January 2014, but a new tax sharing agreement was executed and became effective on January 14, 2014
(the “Nambe Agreement”). The Nambe Agreement provided that the Pueblo will not distribute gasoline for resale
outside of the boundaries of the Pueblo for a period of ten years in exchange for a distribution of revenue equal to
forty percent of the gasoline tax imposed on 2,500,000 gallons per month (30,000,000 gallons per year). The
Nambe Agreement is scheduled to expire on January 14, 2024 but may be terminated by any party with or without
cause upon 12 months’ notice. The original gasoline tax sharing agreement with the Pueblo of Santo Domingo
contains substantially similar terms as the original Nambe agreement and is still in effect but is currently scheduled
to expire during the summer of 2014. The Department is currently negotiating a new gasoline tax sharing agreement
with the Pueblo of Santo Domingo and expects that such agreement will be executed prior to the expiration of the
current gasoline tax sharing agreement. The Department also expects that the new gasoline tax sharing agreement
with the Pueblo of Santo Domingo will contain provisions similar to those of the Nambe Agreement.

Retail Exemption. Chapter 190, Laws of 1999 also permits gasoline to be sold at retail by registered Native
American distributors on Indian reservations free of State gasoline tax to the extent that the applicable Indian
government imposes a similar tax at an equal or greater amount (for its own benefit) on retail gasoline sales. In its
2000 regular session, the legislature enacted a deduction from gasoline taxes for retail sales of gasoline by persons
other than registered Indian tribal distributors on Indian reservations, pueblo grants and trust lands. The deduction,
which became effective on April 1, 2000, is effectively equal to the lesser of the tribal tax on the gasoline sold or the
State gasoline tax. According to the TRD, there are approximately 271 registered gasoline dealers in the State. Of
those 271, 17 are tribally-owned, otherwise affiliated with tribes or located on Indian reservations, pueblo grants and
trust lands.

Exemption Results. As a result of the foregoing exemptions and other factors (such as more fuel efficient
vehicles and higher gasoline prices), the Department expects a slow rate of growth in gasoline excise taxes paid into
the State Road Fund over the next several years. The following table sets forth the amount of taxable and tax-
exempt gasoline distributions (in gallons) in the State for the fiscal years shown below:
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% of Taxable
Tax-Exempt Gasoline
Taxable Gasoline Gasoline Total Gasoline Distributions of

Distributions Distributions Distributions Total Gasoline

(In Gallons) (In Gallons) (In Gallons) Distributions
2004 871,450,733 88,226,119 959,676,852 90.81%
2005 875,551,884 53,425,815 928,977,699 94.25
2006 880,614,191 55,432,237 936,046,428 94.08
2007 918,292,994 58,864,581 977,157,575 93.98
2008 877,428,632 57,372,420 934,800,632 93.86
2009 875,295,280 61,511,512 936,806,792 93.43
2010 862,129,940 62,418,953 924,548,893 93.25
2011 884,527,118 59,054,914 943,582,032 93.74
2012 872,192,236 56,435,102 928,627,338 93.92
2013 909,649,416 68,906,250 978,555,666 92.96

GASOLINE DISTRIBUTIONS

(Source: The Department.)

Collection Procedures. The gasoline excise tax is payable by gasoline distributors on or before the 25th
day of the month after the month in which the gasoline is “received” in the State. The definition of received
imposes the gasoline tax in the first instance on refiners, owners of stored gasoline or importers. If, however,
gasoline is delivered at a pipeline terminal or refinery in the State by one of those entities to a distributor registered
under the Gasoline Tax Act, the incidence of the tax shifts to the registered distributor. In this case, the registered
distributor has received the gasoline and is responsible for reporting and paying the gasoline excise tax with respect
to the gasoline received. The distributor receiving the gasoline may not further shift the receipt of the gasoline and
the obligation to report and pay gasoline tax to any other person, even if the gasoline is subsequently sold or
otherwise transferred to another registered distributor. Deductions from the tax are provided for gasoline exported
from the State (other than in the fuel tank of a motor vehicle), gasoline sold to the United States or any agency or
instrumentality thereof or an Indian government for its exclusive use and gasoline sold through Indian wholesalers
and retailers on Indian reservations, pueblo grants or trust lands as described above. In addition, refunds are
available for uses of gasoline other than in motor boats and motor vehicles.

The net receipts of the taxes, surcharges, penalties and interest imposed pursuant to the Gasoline Tax Act
are payable into the State Road Fund pursuant to Section 7-1-6.10(A) NMSA 1978, as amended, subject to certain

deductions for payments into other funds or to municipalities or counties specified in that Section. Consequently,
approximately 76% of the receipts attributable to the gasoline excise tax are paid into the State Road Fund.

(The remainder of this page intentionally left blank.)
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Historical Gasoline Excise Tax Receipts. Set forth below is a 10-year history of taxable gallons of gasoline
and gasoline excise taxes paid into the State Road Fund.

HISTORICAL GASOLINE EXCISE TAXES"

Gasoline Taxes

Paid Into
Fiscal Year Ended Taxable Percent State Road Percent
June 30 Gallons (000s) Change (%) Fund (000s) Change (%)

2004 871,451 n/a $112,107 n/a
2005 875,552 0.47% 109,456 (2.36)%
2006 880,614 0.58 109,723 0.24
2007 918,293 4.28 114,577 442
2008 877,429 (4.45) 107,671 (6.03)
2009 875,295 (0.24) 108,125 0.42
2010 862,130 (1.50) 109,163 0.96
2011 884,527 2.60 109,282 0.11
2012 872,192 (1.39) 104,987 (3.93)@
2013 909,649 4.29 111,795 6.48

M Fluctuations attributable to economic conditions and gasoline prices.

@ Decrease attributable to a delay in distributions from the New Mexico Department of Taxation and
Revenue. Such delayed distribution was collected but is reflected in the Department’s 2013 fiscal year
results. Fiscal year 2012 results would have been similar to fiscal year 2011 results had the delayed
distribution been received in the Department’s 2012 fiscal year.

(Source: The Department.)

Special Fuel Excise Tax. The special fuel excise tax is imposed under the Special Fuels Supplier Tax Act,
Sections 7-16A-1 through 7-16A-21 NMSA 1978, as amended (the “Special Fuels Supplier Tax Act”). The tax
applies to diesel fuel and kerosene used as a fuel in motor vehicles and is imposed generally upon receipt of the
special fuel in the State. The tax is payable by refineries, terminal operators and transporters, on or before the 25th
day of the month after the month of receipt. Deductions are provided for special fuels exported from the State on a
wholesale basis, for sales to the United States or any agency or instrumentality thereof, the State or any political
subdivision, agency or instrumentality thereof and Indian nations, tribes or pueblos and their agencies and
instrumentalities, and for dyed fuels not for highway use. A refund of tax is available for clear fuel used for
purposes other than propelling a vehicle on public roads. The tax on special fuels was at a rate of 18 cents per
gallon (effective from July 1, 1993 through June 30, 2004). The tax rate increased to 21 cents per gallon effective
July 1, 2004, although only 19 cents of that is deposited into the State Road Fund. The net receipts of the taxes,
surtaxes, fees, penalties and interest imposed by the Special Fuels Supplier Tax Act are payable into the State Road
Fund pursuant to Section 7-1-6.10(A) NMSA 1978, as amended, subject to certain deductions for payments into
other funds specified in that Section (but without duplication of the deductions applicable to gasoline excise taxes).
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Set forth below is a 10-year history of taxable gallons of special fuels and special fuel taxes paid into the
State Road Fund.

HISTORICAL SPECIAL FUEL EXCISE TAXES

Special Fuel
Excise Taxes
Fiscal Year Ended Taxable Percent Paid to State Percent

June 30 Gallons (000s) Change (%) Road Fund (000s) Change (%)
2004 463,073 n/a $74,546 n/a
2005 459,405 (0.79)% 87,902 17.92%"
2006 509,030 10.80 97,127 10.49
2007 509,377 0.07 101,373 (0.12)
2008 532,594 4.56 101,483 4.61
2009 449,459 (15.61) 85,559 (15.69)?
2010 460,943 2.56 88,029 2.78
2011 478,153 3.73 91,078 3.46
2012 483,917 1.21 92,326 1.37
2013 484,970 0.22 92,563 0.26

M
(@)

Increase is a result of increase in special fuel excise tax rates effective July 1, 2004.

Decrease attributable to the United States’ economic downturn. The timing of the large fiscal year 2009
decrease closely tracked with the decline of durable goods orders in the United States beginning in the fall
of 2008.

(Source: The Department.)

Weight Distance Tax. A weight distance tax is imposed by the Weight Distance Tax Act, Section 7-15A-1
through 7-15A-16 NMSA 1978, as amended (the “Weight Distance Tax Act”). The tax is imposed on the
registrants, owners and operators of motor vehicles having a declared gross weight or gross vehicle weight of 26,001
or more pounds operated on the State’s highways that are registered with TRD. Effective July 1, 2004, the weight
distance tax rate on motor vehicles increased by approximately 38%. The tax levied on motor vehicles other than
buses is based on a detailed schedule, by gross vehicle weight, ranging from 11.01 mills per mile on motor vehicles
having a declared gross vehicle weight between 26,001 and 28,000 pounds and 43.78 mills per mile on motor
vehicles having a declared vehicle weight of 78,001 pounds or more for round-trip hauls. The tax on one-way hauls
ranges from 7.34 mills per mile on motor vehicles having a declared gross vehicle weight between 26,001 and
28,000 pounds to 29.19 mills per mile on motor vehicles having a declared gross vehicle weight of 78,001 pounds or
more.

The tax levied on buses also increased effective July 1, 2004 and is based on a detailed schedule ranging
from 11.01 mills per mile on buses having a declared gross vehicle weight between 26,001 and 28,000 pounds to
27.29 mills per mile on buses having a declared gross vehicle weight of 54,001 pounds or more.

Motor carriers pay the weight distance tax quarterly on January 31, April 30, July 31 and October 31 for the
preceding calendar quarter. In addition, each person required to pay the weight distance tax is subject to an annual
identification permit of $2.00 per motor vehicle, payable on January 31 of the following year. Effective July 1,
2004, revenue generated from the annual registration fee is distributed to TRD to reimburse the cost of
administering the weight distance tax identification permit and enforcing weight distance tax identification permit
use.

School buses, buses used exclusively for the transportation of agricultural workers and buses operated by
religious or nonprofit charitable organizations are exempt from the tax. In addition, commercial motor carrier
vehicles, as defined in Section 7-15-2.1 NMSA 1978, while operating exclusively within 10 miles of a border with
Mexico in conjunction with crossing the border with Mexico are exempt from the tax.
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The net receipts of the taxes imposed by the Weight Distance Tax Act are payable into the State Road Fund
pursuant to Section 7-1-6.10(B) NMSA 1978, as amended. Set forth below is a 10-year history of weight distance
taxes paid into the State Road Fund.

HISTORICAL NET WEIGHT DISTANCE TAX RECEIPTS"

Fiscal Year Ended Weight Distance Tax Revenues Percent
June 30 Paid to State Road Fund (000s) Change (%)

2004 $51,574 n/a
2005 73,781 43.06%
2006 76,453 5.02
2007 88,365 15.58
2008 77,424 (12.38)
2009 75,485 (2.57)
2010 69,598 (7.80)
2011 74,916 7.64
2012 72,786 (2.84)
2013 73,489 1.00

M Fluctuations are attributable to national economic conditions.
(Source: The Department.)

Motor Vehicle Registration Fees. Pursuant to Sections 66-6-1 through 66-6-36 NMSA 1978, as amended,
motor vehicles, including passenger cars, trucks, buses and other vehicles, are subject to annual registration fees.
The State Road Fund share of these fees increased from 66.54% to 74.65% beginning March 1, 2004.

Registration fees for passenger cars are based on gross factory shipping weight and years of registration,
calculated from the date when the vehicle was first registered in any state. Passenger car registration fees range
from $21.00 for a passenger car with a gross factory shipping weight of not more than 2,000 pounds that has been
registered for more than five years to $56.00 for a passenger car with a gross factory shipping weight of more than
3,000 pounds that has been registered for five years or less. These rates were increased from $16.00 and $42.00,
respectively, as of March 1, 2004. Registration fees for passenger cars are collected by the Motor Vehicle Division
of TRD. Since January 1999, the Motor Vehicle Division has allowed a two-year registration option. Registrants
who choose the two-year option pay twice the normal fee and are exempt the following year.

Registration fees for trucks and buses are based on gross vehicle weight and years of registration, and, for
vehicles weighing more than 26,000 pounds, the proportion of their total miles traveled in the State. Registration
fees for trucks and buses weighing more than 26,000 pounds are centrally assessed through the International
Registration Plan (“IRP”), a federally mandated program which allocates registration fees among the states through
which trucks and buses travel. Registration fees for trucks and buses are based on vehicle weight and years of
registration, and the proportion of their total miles traveled in the State. Truck and bus registration fees range from
$32.00 for a truck or bus with a declared gross vehicle weight of 4,000 pounds or less that has been registered for
more than five years to $172.00 for a truck or bus with a declared gross vehicle weight of 48,001 pounds or more
that has been registered for five years or less. These rates were increased from $24.00 and $129.50, respectively, as
of March 1, 2004. School buses and buses operated by religious or nonprofit organizations pay annual registration
fees of $7.00 and buses having a normal seating capacity of 40 passengers or less used for transporting agricultural
workers pay annual registration fees of $33.00. These rates were increased from $5.00 and $25.00, respectively, as
of March 1, 2004.

Registration fees for farm vehicles are based on gross vehicle weight only. Farm vehicles weighing more
than 6,000 pounds are charged registration fees equal to two-thirds of the respective rates for trucks and buses.

In addition to annual registration fees assessed on passenger cars, trucks, buses and farm vehicles, the State

assesses annual registration fees of $15.00 on motorcycles, $13.00 on freight trailers, $7.00 plus $1.00 for each
hundred pounds of empty weight over 500 pounds on utility trailers, $7.00 on fertilizer trailers under 3,000 pounds
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empty weight and $7.00 on manufactured homes. These rates were increased from $11.00, $10.00, $5.00, $5.00 and
$5.00, respectively, as of March 1, 2004.

Permanent registration of trailers is available for a fee of $13.00 on commercial freight trailers, and $33.00
plus $7.00 for each hundred pounds of empty weight over 500 pounds on noncommercial utility trailers.

Reduced fees are available for veterans and for vehicles used only part of the year. Additional fees are
applicable to vehicles with solid tires. Vehicles or trailers of the United States, other states, the State, Indian
nations, tribes or pueblos and counties and municipalities are exempt from registration fees. Passenger vehicles are
also subject to an annual $1.50 tire recycling fee and motorcycles to a $1.00 annual fee, $1.00 and 50 cents of
which, respectively, are deposited in the Highway Infrastructure Fund.

Set forth below is a 10-year history of motor vehicle registration fees paid into the State Road Fund.

HISTORICAL MOTOR VEHICLE REGISTRATION FEES

Motor Vehicle Registration

Fiscal Year Ended Fee Revenues Paid to Percent
June 30 State Road Fund (000s)""” Change (%)

2004 $52,996 n/a
2005 67,768 27.87%
2006 71,470 5.46
2007 73,512 2.86
2008 73,679 0.09
2009 72,283 (2.02)
2010 72,863 0.93
2011 73,445 0.80
2012 75,626 2.97
2013 74,135 (2.00)

M Amounts do not include vehicles registered in other states under IRP.

(Source: The Department.)

Highway Infrastructure Fund

The Highway Infrastructure Fund was established in 1999 pursuant to Section 67-3-59.2 NMSA 1978, as
amended. No income earned on the Highway Infrastructure Fund may be transferred to another fund. Distributions
from the Highway Infrastructure Fund may be used only for acquisition of rights of way or planning, design,
engineering, construction or improvement of state highway projects authorized pursuant to the provisions of Laws
1998, Chapter 84 Subsections C through H of Section 1 of Chapter 85 of Laws 1998 and Sections 27 and 28 of the
2003 Act. All of the taxes and fees attributable to the Highway Infrastructure Fund are collected and administered
by TRD and transferred by the State Treasurer from various suspense funds to the Highway Infrastructure Fund
monthly.

Leased Vehicle Gross Receipts Taxes. Leased vehicle gross receipts taxes are imposed pursuant to Section
7-14A-3 NMSA 1978, as amended. The tax is an excise tax of five percent of the gross receipts from vehicle
leasing of persons engaged in the business of leasing passenger vehicles for periods of less than six months and
having a fleet of five or more such vehicles. Certain taxes paid to Indian nations, tribes or pueblos are excluded
from gross receipts. Deductions from gross receipts for purposes of computing the tax are available for transactions
in interstate commerce and vehicle trade-in allowances and tax credits are available in certain circumstances for
payers who provide for job creation. Receipts with respect to the leasing of vehicles, acquired before July 1, 1991
are exempt from the tax. The leased vehicle gross receipts tax is administered and collected by TRD. Payments of
the tax by vehicle lessors are due on or before the 25th day of the month following the month in which the
transaction took place. Pursuant to Section 7-14A-10 NMSA 1978, as amended, 75% of the net receipts attributable
to the leased vehicle gross receipts tax and any associated penalties and interest are distributed by TRD to the
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Highway Infrastructure Fund and 25% to the Local Government Road Fund. Leased vehicle gross receipts taxes
paid into the Highway Infrastructure Fund are subject to audit by the State Auditor and an independent certified
public accountant along with other funds administered by the Department.

Set forth below is a 10-year history of the portion of the leased vehicle gross receipts taxes payable into the
Highway Infrastructure Fund:

HISTORICAL NET LEASED VEHICLE GROSS RECEIPTS TAXES

Fiscal Year Ended Leased Vehicle Gross Percent
June 30 Receipts Taxes (000s) Change (%)
2004 $4,536 n/a
2005 4,524 (0.26)%
2006 5,144 13.69
2007 4,844 (5.81)
2008 6,963 43740
2009 5,444 (21.82)
2010 5,397 (2.23)
2011 5,657 4.82
2012 5,731 1.42
2013 5,214 (9.00)

M Increase attributable to successful audit by the New Mexico Department of Taxation and Revenue of

various large rental car companies.
(Source: The Department.)

Tire Recycling Fees. Tire recycling fees are imposed pursuant to Sections 66-6-1, 66-6-2, 66-6-4, 66-6-5,
and 66-6-8 NMSA 1978, as amended. The Highway Infrastructure Fund’s portion of the fee is 50 cents per year for
motorcycles, one dollar per year for passenger vehicles and trucks with gross weights of 26,000 pounds or less, and
25 cents per wheel in contact with the ground for buses. Tire recycling fees are collected by the Motor Vehicle
Division of the TRD along with motor vehicle registration fees. The Motor Vehicle Division has a two-year
registration option which allows registrants to pay twice the normal fee and be exempt the following year. Tire
recycling fees are paid by the Motor Vehicle Division to the State Treasurer for deposit to the Motor Vehicle
Suspense Fund and then into the Highway Infrastructure Fund and the Tire Recycling Fund.

(The remainder of this page intentionally left blank.)
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Set forth below is a 10-year history of tire recycling fees payable into the Highway Infrastructure Fund:

HISTORICAL NET TIRE RECYCLING FEES

Fiscal Year Ended Tire Recycling Percent
June 30 Fees (000s) Change (%)

2004 $1,421 n/a
2005 1,950 37.23%"
2006 1,734 (11.08)"
2007 1,758 1.38
2008 1,782 1.37
2009 1,604 (9.99)
2010 1,791 11.66
2011 1,806 0.84
2012 1,831 1.38
2013 1,807 (1.31)

M Fluctuations directly attributable to a delayed distribution in fiscal year 2004 from the New Mexico

Department of Taxation and Revenue. The delayed distribution caused fewer revenues being distributed in
fiscal year 2004 and more revenues being distributed in fiscal year 2005.
(Source: The Department.)

The Federal-Aid Highway Program

The Federal-Aid Highway Program (“FAHP” or the “Program”) is an “umbrella” term that encompasses
most of the federal programs providing highway funds to the states. Prior to enactment of MAP-21, the most recent
authorization (see “MAP-21” below), these programs included the Interstate Maintenance Program, the Highway
Bridge Replacement and Rehabilitation Program and the National Highway System Program, among others. MAP-
21 consolidates many of these programs into five core funding programs: the National Highway Performance
Program, the Surface Transportation Program, the Congestion Mitigation and Air Quality Improvement Program,
the Highway Safety Improvement Program, the Railway-Highway Crossings Program and the Metropolitan
Planning Program. The Federal Highway Administration (“FHWA?”) is the federal agency within the U.S.
Department of Transportation responsible for administering the FAHP. The FAHP is financed from the
transportation user-related revenues deposited in the Federal Highway Trust Fund. The primary source of revenues
in the Federal Highway Trust Fund is derived from the federal excise taxes on motor fuels. Other taxes include
excise taxes on tires, trucks and trailers, and truck use taxes.

The FAHP is a reimbursement program. Once projects are approved by FHWA and funds are obligated,
the federal government makes payments to the states for costs as they are incurred on projects, which may include
debt service on obligations issued to finance a project. With few exceptions, the federal government does not pay
for the entire cost of a federal-aid project. Federal reimbursements are typically to be matched with state and/or
local funds. The maximum federal share is specified in the federal legislation authorizing the program. Most
projects have an 80 percent federal share, while Interstate rehabilitation and maintenance projects typically have
been funded with a 90 percent federal share. Federal-aid highways are under the administrative control of the state
or local government responsible for their operation and maintenance.

Funding under the FAHP is provided to states through a multi-step funding cycle that includes: (1) multi-
year authorization by Congress of the funding for various highway programs; (2) apportionment and allocation of
funds to the states each Federal Fiscal Year according to statutory formulas or, for some funding categories, through
administrative action; (3) obligation of funds, which is the federal government’s legal commitment (or promise) to
pay or reimburse states for the federal share of a project’s eligible costs; (4) appropriations by Congress specifying
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the amount of funds available for the year to liquidate obligations; (5) program implementation which covers the
programming and authorization phases; and (6) reimbursement by the federal government of the eligible project
costs. Each of these steps is described in more detail under “Federal Aid Funding Procedures” below.

THE TERMS AND CONDITIONS OF PARTICIPATION IN THE FAHP AS DESCRIBED HEREIN
ARE SUBJECT TO CHANGE AT THE DISCRETION OF CONGRESS. THERE CAN BE NO ASSURANCE
THAT THE LAWS AND REGULATIONS NOW GOVERNING THE FAHP WILL NOT BE CHANGED IN THE
FUTURE IN A MANNER THAT MAY ADVERSELY AFFECT THE ABILITY TO RECEIVE FEDERAL AID
REVENUES SUFFICIENT TO ENABLE THE FINANCE AUTHORITY TO PAY DEBT SERVICE ON THE
BONDS.

Title 23, United States Code, entitled “Highways,” includes most of the laws that govern the FAHP
arranged systematically or codified. Generally, Title 23 embodies those substantive provisions of highway law that
Congress considers to be continuing and which need not be reenacted each time the FAHP is reauthorized.
Periodically, sections of Title 23 may be amended or repealed through surface transportation acts.

Reauthorization

The FAHP must be periodically reauthorized by Congress. Following a number of prior multi-year
authorizations, the Transportation Equity Act for the 21st Century (“TEA-21") was enacted in 1998 and authorized
programs over the six-year period from federal fiscal years (“FFY”) 1998 through 2003.

SAFETEA-LU. The Safe, Accountable, Flexible, Efficient Transportation Equity Act: A Legacy for Users
(“SAFETEA-LU”) became law on August 10, 2005, and authorized programs over the four-year period from FFY
2006 through 2009. Between the expiration of TEA-21 in September 2003, and the enactment of SAFETEA-LU in
August 2005, Congress enacted 12 interim authorization measures for varying periods. Since the expiration of
SAFETEA-LU in September 2009, Congress has enacted 10 interim authorization measures.

MAP-21. The Moving Ahead for Progress in the 21st Century Act (“MAP-21") was signed into law on
July 6, 2012. MAP-21 extended SAFETEA-LU through the end of FFY 2012. MAP-21 authorizes funding for the
FAHP of approximately $37.5 billion for FFY 2013 and $37.8 billion for FFY 2014. MAP-21 extends the
imposition of the highway-user taxes, generally at the rates that were in place when the legislation was enacted,
through September 30, 2016. In addition, it extends provision for deposit of almost all of the highway-user taxes
into the FHTF through September 30, 2016.

MAP-21 restructures the core federal highway programs. Activities previously carried out under the
National Highway System Program, the Interstate Maintenance Program and the Highway Bridge Program, among
others, are incorporated by MAP-21 into the following new core formula programs: National Highway Performance
Program, Surface Transportation Program, Congestion Mitigation and Air Quality Improvement Program, Highway
Safety Improvement Program, Railway-Highway Crossings and Metropolitan Planning.

It is anticipated that Congress will either enact a new multi-year authorization to replace MAP-21 when it
expires on September 30, 2014, or enact interim authorization extensions until a new multi-year authorization is
enacted.

ALTHOUGH MEASURES HAVE BEEN ENACTED BY CONGRESS IN THE PAST, NO
ASSURANCE CAN BE GIVEN THAT SUCH MEASURES WOULD OR COULD BE ENACTED IN THE
FUTURE TO MAINTAIN THE FLOW OF FEDERAL-AID FUNDING UPON TERMINATION OF EITHER A
SHORT-TERM OR MULTI-YEAR AUTHORIZATION PERIOD.

The Federal Highway Trust Fund

The Federal Highway Trust Fund (“FHTF”) provides the primary funding for the FAHP. Funded by a
collection of federally-imposed motor vehicle user fees, primarily fuel taxes, the FHTF is a fund established by law
to hold dedicated highway-user revenues that are used for reimbursement of a state’s cost of eligible transportation
projects (which may include debt service on obligations issued to finance a federal-aid project), including highway
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projects. The FHTF is composed of two accounts: the Highway Account, which funds highway and intermodal
programs, and the Mass Transit Account. The Highway Account receives approximately 84% of gasoline tax
revenues and 88% of diesel fuel revenues, with the remaining share of such revenues deposited in the Mass Transit
Account. Federal gasoline excise taxes are the largest revenue source for the FHTF. The majority of these tax
revenues, including 15.44 cents per gallon out of the current 18.4 cents per gallon federal fuel tax, go to the
Highway Account. The following table shows annual FHTF collections in the Highway Account for the period
FFYs 1999 through 2012.

Receipts Into The Highway Account of the Federal Highway Trust Fund 1999-2012%"
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See the following notes:
Excludes interest on balances and TIFIA loan repayments.
In 2008, the amount of $8,017,000,000 was transferred from the General Fund to the Highway Trust Fund. In 2009,
$7,000,000,000 was transferred. In 2010, $14,700,000,000 was moved from the General Fund to the Highway Trust
Fund, and $1,065,125 moved to other funds from the Highway Trust Fund. In 2012, $2,400,000,000 was transferred
from the Leaking Underground Storage Tank (LUST) Trust Fund.
FFY 1999 to 2010 data from 2010 FE-210 Report (www.thwa.dot.gov/policyinformation/statistics/2010/fe210.ctfm).
FFY 2011 and 2012 data from Highway Trust Fund FE-1 Report (www.thwa.dot.gov/highwaytrustfund/).

©
(d

Through September of Federal Fiscal Year 2013, the Highway Account had receipts of $37.7 billion, including a
transfer of approximately $6 billion from the General Fund in November 2012, of which $316.2 million was
sequestered in August 2013. (See “Current FHTF Concerns—Budgetary Issues” herein.)

The imposition of the taxes that are dedicated to the FHTF, as well as the authority to place the taxes in the

FHTF and to expend moneys from the FHTF, all have expiration dates which must be extended periodically by
Congress. The life of the FHTF has been extended several times since its inception, most recently by MAP-21. The
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FHTF is required under current federal law to maintain a positive balance to ensure that prior commitments for
distribution of federal revenues can be met.

Current FHTF Concerns

Amounts in the FHTF can be affected by the expenditures therefrom and a number of revenue-impacting
factors. Several of these elements and their current impact on the FHTF are described below.

Deficits. Occasionally, spending levels authorized in SAFETA-LU from the FHTF exceeded the amount of
revenues deposited in the FHTF. Deficits in the FTHF can be corrected by transfers from other funds or by a
reduction in the spending levels. It cannot be predicted what action the federal government will take to remedy such
deficits.

Fluctuations in Vehicle Miles. The primary source of funds in the FHTF is federal excise taxes on motor
fuels. Fluctuations in vehicle miles traveled (“VMT”) have sometimes resulted in the FHTF receiving less revenue
from gasoline and diesel sales. Reports of the FHWA indicate that Americans vary their driving habits based on a
variety of factors and that a decline in VMT may reduce the net tax receipts into the FHTF. It cannot be determined
whether there will be a decline in VMT in future years which may have an adverse impact on the FHTF or the
availability of Federal Transportation Funds.

Budgetary Issues. The Balanced Budget and Emergency Deficit Control Act, as amended by the Budget
Control Act of 2011 and the Bipartisan Budget Act of 2013 (collectively, the “Balanced Budget and Emergency
Deficit Control Act”) require that budgetary resources in each non-exempt budget account be reduced by an amount
calculated annually as necessary (i.e. “sequestered”) by the Office of Management and Budget. Federal
transportation contract authority subject to obligation limitation is exempt from reduction; however contract
authority not subject to obligation limitation is subject to sequester. In federal fiscal year 2013, funds for the
National Highway Performance Program, the largest core program of the FAHP, were subject to reduction at an
annual rate of 5.1 percent (a reduction of $32,589,000). The Bipartisan Budget Act of 2013 provides some relief
from the sequestration for two years. However, certain FAHP programs, emergency relief funds, and transfers from
the General Fund to the FHTF have been and will continue to be subject to automatic budget cuts annually if other
legislation is not put into place. Nonetheless, the Department believes that such cuts will not materially affect the
amount of funding provided to the State under the FAHP.

Overall, the FHTF has been experiencing budgetary shortfalls since 2008 and transfers from the federal
General Fund have been required to meet its obligations. Congress is currently seeking long-term solutions to these
annual shortfalls.

Other. Various proposals are being considered to address the FHTF’s current anticipated shortfall,
including an increase in fuel taxes, a variety of other new taxes (including a tax on VMT) and other funding sources.
There can be no assurance any of these proposals will be enacted by Congress.

Impact of Lack of Annual Appropriation Bills. All federal programs must be authorized through enacted
legislation that defines the programs and establishes maximum funding levels, and for most programs annual
appropriations acts are necessary in order to create budget authority. As described under “—Reauthorization—
MAP-21” above, MAP-21 authorizes the levying and dedication of the HTF revenue sources through September 30,
2016 while also providing obligation limitation for FFY 2013 and FFY 2014. Because of the HTF’s contract
authority, even in the event of a lack of annual appropriation bill, HTF revenues continue to flow to the states.
Further, FHWA employees are paid using contract authority. On September 27, 2013 the federal Department of
Transportation released a report titled, “Operations During a Lapse in Annual Appropriations; Plans by Operating
Administration.” In this report, it was noted that all FHWA operations continue as normal during a lapse in annual
appropriations and no FHWA employee positions are to be furloughed. It was further noted that FHWA has
sufficient liquidating cash to continue operations during a lapse in annual appropriations.
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Federal Aid Funding Procedures

The FAHP continues to enable the construction of an extensive national transportation system through
reimbursement of a large percentage of state expenditures for approved highway projects. The financial assurance
provided by the FAHP is unusual among federal programs in that:

. the FAHP is funded by dedicated revenues, from a user-tax source, deposited in a special trust
fund (the FHTF);
. the contract authority of the FHWA is established through a multi-year authorization act rather

than through annual appropriation acts; and

. contract authority is not at risk during the annual appropriations process (as budget authority is in
most other federal programs), although an appropriations act is required in order to liquidate
obligations.

The following summarizes the major steps in funding the Federal-Aid Highway Program.

Authorization. The first and most important step in funding the FAHP is the development and enactment
of authorizing legislation. Authorizing legislation for highways began with the Federal-Aid Road Act of 1916 and
the Federal Highway Act of 1921. These acts provided the foundation for the FAHP as it exists today. Since that
time, the FAHP has been continued or renewed through the passage of multi-year authorization acts. Since 1978,
Congress has passed highway legislation as part of larger, more comprehensive, multi-year (i.e., four or more years)
surface transportation acts. There is no guarantee, however, that reauthorization of the FAHP will occur on a multi-
year basis. Congress passed SAFETEA-LU which included provisions for reauthorization of the FAHP through
September 30, 2009, but was subsequently extended through September 30, 2012 by MAP-21. The authorization
act not only shapes and defines programs, but also sets upper limits (authorizations) on the funding for programs and
includes provisions related to the operation of the FHTF. See “Reauthorization” above.

Once Congress has established authorizations, the next step involves how funds are made available to
states. Typically, federal programs operate using appropriated budget authority which means that funds, although
authorized, are not available until passage of an appropriations act. However, most programs within the FAHP do
not require this two-step process. Through what is termed “contract authority” (a special type of budget authority),
authorized amounts become available for obligation according to the provisions of the authorization act without
further legislative action. For the FAHP, funds authorized for a FFY are available for distribution through
apportionments or allocations. The use of contract authority gives the states advance notice of the level of federal
funding at the time an authorization act is enacted, eliminating much of the uncertainty associated with the
authorization-appropriation sequence.

The existence of dedicated revenues in the FHTF and of multi-year contract authorizations are designed to
provide a predictable and uninterrupted flow of reimbursements to the states. The risk of contract authority lapsing
between authorizing acts is minimal, since sufficient unobligated balances generally exist that can be used by the
states, with the approval of Congress, to cover gaps in funding between multi-year reauthorization acts. See
“Lapsing of Authorization” below.

Apportionment and Allocations. For most components of the FAHP, the authorization act sets the
distribution of contract authority to be apportioned and/or allocated to the states. The authorized amount for a given
FFY is distributed to the states through apportionments and allocations.

Apportionments. The distribution of funds using a formula provided in law is called an apportionment.
Most federal-aid funds are distributed to states through apportionments. Each FFY, the FHWA is responsible for
apportioning authorized funding for the various highway programs among the states according to formulas
established in the authorizing statute. Apportionment formulas have been designed historically to ensure
distribution of federal revenues among states according to program needs, but are also increasingly intended to
provide states a share of total FHTF expenditures relatively close to their payments into the FHTF. Annual
apportionments are generally made on the first day of the FFY. Federal law assures that, notwithstanding the
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funding it would receive through these formulas, each state shall receive at least a minimum guaranteed amount of
funding. New Mexico is a “donee state” and in the past has received a percentage share of national apportionment
that is more than its percentage share of contributions to the national FHTF and has not received funds under the
minimum funding provision.

Allocations. Some categories of the FAHP do not have a legislatively mandated distribution formula.
When there are no formulas in law, the distributions of funds are termed “allocations” which may be made at any
time during the FFY. In most cases, allocated funds are divided among states, with qualifying projects applying
general administrative criteria provided in the law.

Federal-aid highway apportionments are available to states for use for more than one year. Their
availability does not terminate at the end of the FFY, as is the case with most other federal programs. In general,
apportionments are available for three years plus the year that they are apportioned. Consequently, when new
apportionments or allocations are made, the amounts are added to a state’s carryover apportionments from the
previous year. Should a state fail to obligate a year’s apportionments within the period of availability (usually a
total of four years) specified for a given program, the funds will lapse.

Obligation. Obligation is the legal commitment (or promise) of the federal government to pay, through
reimbursement to a state, the federal share of an approved project’s eligible costs, which may include debt service
on obligations issued to finance a project. This process is important to the states because it allows states to award
contracts with assurance that the federal government will reimburse its share of incurred costs. Once an obligation
is made, the federal government is to reimburse the states when bills or payments become due.

Once Congress establishes an overall obligation limitation (see “Federal Aid Funding Procedures—
Appropriations” below), FHWA distributes Obligation Authority (“OA”) to states proportionately based on each
state’s share of apportioned and allocated revenues, the actual ratio of OA to apportionment and allocations may
vary from state to state, since some federal-aid programs are exempt from the obligation limitation. During the
FFY, states submit requests to FHWA to obligate funds, representing the federal share of specific projects. As a
state obligates funds, its balance of OA is reduced. A state’s OA (unlike its apportionments and allocations of
authorized funding) must be obligated before the end of the FFY for which it is made available; if not, it will be
redistributed to other states to ensure that the total limitation nationwide will be used. A state may receive
additional OA through a redistribution process each year in August which reallocates OA from states or programs
unable to fully obligate their share to other states that are able to obligate more than their initial share.

Appropriations. Congressional appropriations committees use federal-aid highway revenues as a means of
balancing the annual level of highway spending with other federal budget priorities. Thus Congress may place a
restriction or “ceiling” on the amount of federal assistance that may be obligated during a specified time period. The
obligation limitation is the amount of authorized funding that Congress allows states to obligate in an individual
year. This is a statutory budgetary control that does not affect the apportionment or allocation of funds. Rather, it
controls the rate at which these funds can be used, and, in effect, can limit the amount of funds which can be used.

Although a ceiling on obligations restricts how much funding may be used in a FFY, the state has
flexibility within the overall limitation to mix and match the type of program funds it obligates, based on its
individual needs, as long as it does not exceed the ceiling in total. Also, generally, the unobligated balance of
apportionments or allocations that the state has remaining at the end of any FFY is carried forward into subsequent
FFYs and is available for use contingent upon the availability of OA issued in each year.

Highway Program Implementation. In order to receive federal reimbursements for transportation projects,
states are required to develop long-range transportation plans that are based on realistic projections of state and
federal funding. Projects are not eligible for federal reimbursements unless they are either directly identified in a
long-range plan or consistent with policies and objectives identified in long-range plans and are included in the State
Transportation Improvement Plan (“STIP”) which lists all projects proposed for financing in the applicable period.
The STIP requires FHWA approval.

New Mexico’s Highway Capital Investment Program (HCIP) is the major component of the State’s STIP.
The STIP also includes federally funded public transportation and aeronautic projects under the Department’s
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administrative authority. Inclusion of the HCIP in the STIP ensures the accomplishment of certain conditions
necessary for receiving federal highway funding for use on projects. These conditions include ongoing public
involvement in the creation and updating of the HCIP, the participation of state and local officials in the selection of
projects, and consistency between Metropolitan Transportation Improvement Programs (MTIPs) and the State’s
HCIP. The STIP is also required to represent a realistic project funding plan within reasonable expectations of
future sources of funding. Selected projects in the MTIPs and the STIP must have been determined to conform to
certain air quality attainment goals in air quality non-attainment areas to remain in the STIP.

The STIP lists all projects funded with federal funds for a period of at least four years. In New Mexico, the
STIP is currently developed bi-annually, updated quarterly and covers a four-year period. The most recent four-year
STIP amendment covering federal fiscal years 2014 through 2017 was approved by the Commission on December 5,
2013. The four-year STIP represents $1,533,042,530 of projects to be undertaken during federal fiscal years 2014
through 2017, as well as federal contributions toward Department debt service.

States are required to follow federal fiscal management procedures as they implement projects that are
included in the STIP. These fiscal management processes ensure that the process is managed efficiently from
project authorization to actual payment of FHWA reimbursements to the state. Further, states are required to use a
detailed accounting system to track project expenditures and reimbursements. In addition, a federal system tracks
payments to states.

States may request FHWA approval for eligible projects either through the traditional process or through
the advance construction procedure as discussed below:

Traditional Approach. Under the traditional highway funding approach, FHWA approves the full federal
share of the funding for a project at the beginning of the project, concurrent with project authorization. The first
step in the fiscal management process begins when a state requests authorization to use federal funds on a project.
The project sponsor submits plans, specifications and estimates (“PS&Es”) for a project to the FHWA, and requests
that the FHWA approve the use of federal funding for the appropriate federal share of the project. The project must
be in the STIP and PS&Es must identify the category of federal funding that will be used.

FHWA evaluates the PS&Es to ensure that the project is eligible for federal funding and meets a variety of
federal requirements. Provided that all requirements are satisfied, FHWA authorizes federal participation in the
project, and obligates the federal share of project costs. By obligating the funds, the FHWA makes a commitment to
reimburse the state for the federal share of eligible project costs. It sets aside the appropriate amount of the state’s
OA and also sets aside an equivalent amount of apportionments by program. Accordingly, the state must have
sufficient OA to cover the level of federal participation it is requesting.

Once authorization for a project has been obtained, the state advertises the project and receives bids. The
state will award the contract to the lowest responsive bidder and submits a modified agreement to FHWA requesting
any necessary adjustments to federal funding to reflect the actual bid amount. The project agreement identifies the
funds that are estimated to be expended by the state and the amount that will be reimbursed by the Federal
Government.

Advance Construction Approach. In recent years, FHWA has implemented several new fiscal management
techniques that provide states additional flexibility in managing their OA and cash flow. Advance construction
(“AC”) and partial conversion of advance construction are two key techniques that facilitate federal-aid project
funding.

The AC approach for authorizing projects allows states to finance projects that are eligible for federal aid
without obligating the full federal share of costs at the beginning of the project. This allows states to begin a project
before accumulating all of the Obligation Authority needed to cover the federal share of the project. Similar to the
traditional approach, the state submits PS&Es to FHWA and requests project authorization. Under AC, however,
FHWA is asked to authorize the project without obligating federal funds. The state will provide the up-front
financing for the project and then at a later date “convert” the advance construction project to a regular federal-aid
project and obligate the full federal share of the project costs, when sufficient OA is available. At the time of
conversion, the state can be reimbursed for the federal share of costs incurred up to the point of conversion.
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Partial conversion of AC is a form of advance construction in which the state converts, obligates, and
receives reimbursement for only a portion of its funding of an AC project in a given year. This removes any
requirement to wait until the full amount of OA for the project is available. The state can therefore obligate varying
amounts for the project’s eligible cost in each year, depending on how much of the state’s OA is available. Using
the technique to partially convert the federal share makes bond and note financing more viable and federal-aid funds
available to support a greater number of projects. The National Highway System Act of 1995 provided additional
flexibility in the use of advance construction by allowing partial conversion of advance construction as implemented
through a Federal Register Notice dated July 19, 1995.

Under the FAHP, as projects are approved by FHWA, the aggregate dollar amount of each contract relating
thereto will be obligated against the remaining annual amount of OA still available to the State. The State will then
pay the amounts owed under each contract as the work progresses and receive reimbursement from the federal
government for the federal share of the total costs. The aggregate amount of reimbursement received by the State in
any year is not necessarily equal to the State’s apportionment for such year. Many projects and contracts extend
over a number of years which means that the aggregate amount made available to the State in any one year, if fully
obligated, may be received as reimbursement over a longer period of time relating to the actual pace of construction.
The State expects to have sufficient projects which will qualify to allow it to access all Federal Transportation Funds
made available to it.

Reimbursement. The FAHP is a reimbursement program. As work progresses on a federal-aid highway
project, a state will pay the contractor for completed work from available state funds. The state electronically
transmits vouchers for the federal share of completed work and certifies to FHWA that the claims for payment are in
accordance with the terms of the project agreements, and applicable state and federal laws or regulations. After
review and approval by the FHWA Division office, payment is scheduled for the date requested by the state.
Payment is transferred directly from a Federal Reserve Bank to the state’s account at a financial institution by wire
transfer, and is generally scheduled to be made within two days of the submission of the state’s electronic bill.

The Department has been made aware that FHWA will not provide federal-aid highway reimbursements or
payments for any debt service payments intercepted by the U.S. Treasury Offset Program for monies owed by the
State to the federal government. No guidance has been given to the Department by FHWA with respect to the U.S.
Treasury Offset Program. No prior payments from FHWA to the Department have been delayed or withheld as a
result of the U.S. Treasury Offset Program.

Lapsing of Authorization. All federal programs must be authorized through enacted legislation that defines
the programs and establishes maximum funding levels, and for most programs annual appropriations acts are
necessary in order to create budget authority. Indeed, for most federal domestic discretionary programs, a lapsed
authorization may have little or no effect on a program, so long as revenues are appropriated. For the FAHP, the
consequences of lapsed authorization caused when Congress fails to enact reauthorization legislation are somewhat
different. While Congress may pass interim legislation, the existence of contract authority and a dedicated revenue
stream means that the FHWA usually can continue to provide OA by administrative action. See “Reauthorization”
above.

(The remainder of this page intentionally left blank.)
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Rescission of Unobligated Balances. Since late 2005, Congress has taken action to reduce unobligated
balances of previously authorized funds by issuing the following rescissions:

RESCISSIONS OF UNOBLIGATED BALANCES

Date National Amount FHWA Notice
12/28/2005 $1,999,999,000 N 4510.578
3/21/2006 1,143,000,000 N 4510.588
7/5/2006 702,362,500 N 4510.606
3/19/2007 3,471,582,000 N 4510.643
6/20/2007 871,022,000 N 4510.647
3/4/2008 3,150,000,000 N 4510.673
4/13/2009 3,150,000,000 N 4510.707
9/30/2009 8,708,000,000" N 4510.712
8/13/2010 2,200,000,000 N 4510.729
6/30/2011 2,500,000,000 N 4510.735
W These funds were restored in the extension of SAFETEA-LU enacted on March 18, 2010.

(Source: Excerpted from the Department of Transportation Federal Highway Administration website.)

All of the foregoing rescissions were spread among the 50 states on a proportional basis, the first three
based on certain FFY 2006 apportionments, the fourth and fifth on certain FFY 2007 apportionments, the sixth on
certain FFY 2008 apportionments, the seventh and eighth on certain FFY 2009 apportionments and the last on
certain FFY 2011 apportionments. The aggregate amount for these rescissions for New Mexico was $233,818,231.
However, because these rescissions were all applied to reduce the unobligated apportionment balances from prior
years, there was no impact on operating revenues. In addition, Congress in adopting SAFETEA-LU scheduled a
rescission of unobligated apportionment balances in the total amount for all 50 states of $8,708,000,000 that took
effect on September 30, 2009; however, as noted above, these funds have since been restored and $82,543,515 has
been restored to New Mexico programs from which the funds were rescinded. The Department takes scheduled
rescissions, if any, as well as the prior rescissions into account in preparation of the STIP. However, further
rescissions are possible and may have a more adverse effect on the State and its highway program.

The Department also notes that under FHWA Notices 4510.762 and 4510.769 apportionments available to
the State have been reduced for FFY 2013 and 2014 by $319,627 and $66,440, respectively, due to federal
sequestration orders. (See “Current FHTF Concerns—Budgetary Issues” herein.)

Special Federal Provisions Relating to Debt-Financed Projects

The National Highway System Act (“NHS Act”) of 1995 made several changes affecting the financing of
federal-aid highway projects, including AC procedures, as previously discussed, and payments to states for debt
financing.

Section 311 of the NHS Act significantly expanded the eligibility of bonds, notes and other debt instrument
financing costs for federal-aid reimbursement. This change to the FAHP was codified into permanent highway law
as an amendment to Section 122 of Title 23 of the United States Code. Under Section 122, various debt-related
costs are eligible for reimbursement, including principal and interest payments, issuance costs, insurance, and other
costs incidental to a financing.

FHWA has issued guidelines for debt-financed projects. Key provisions of these guidelines are as follows:
. The project must be approved as a federal-aid, debt-financed (bond, certificate, note or other debt

instrument) project in order to receive payments for eligible debt-related costs under Section 122.
Once a project is selected for debt financing, the project is submitted to the FHWA for approval as
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an AC project under Section 115 of Title 23. The AC designation ensures that the project follows
federal-aid procedures and preserves the eligibility to reimburse debt-related costs through future
federal-aid fund obligations.

Debt-financed projects are subject to requirements of the Federal Clean Air Act and federal air
quality conformity requirements.

At the time the project agreement is signed, a state may make an election to seek reimbursement for
debt service and/or related issuance costs in lieu of reimbursement for construction costs. If a state
elects to receive debt service reimbursements, a debt service schedule will be included in the project
agreement. If multiple projects are funded with the proceeds of a debt issue, each project will be
assigned a prorated share of the debt-related costs.

To comply with the intent of the fiscally constrained planning process, the federal share of the debt-
related costs (e.g., interest and principal payments, associated issuance costs, and on-going debt
servicing expenses) anticipated to be reimbursed with federal-aid funds over the life of the debt
obligations should be designated as AC. The planned amount of federal-aid reimbursements (AC
conversion) should be included in the STIP, in accordance with FHWA procedures.

Periodic debt service payments (federal-aid reimbursements) on the debt obligations would represent
partial conversions of designated AC amounts to federal aid. A state can obligate such federal aid
annually over the life of the permanent financing or a state can make the conversion in one lump
sum upon project completion to help take out construction financing. A state would follow the
normal procedures for conversion of an advance construction project.

A state may seek federal-aid reimbursements for eligible debt-related costs as these costs are
incurred. Issuance costs, debt service payments, and incidental costs represent costs incurred that
may be reimbursed with federal-aid funds to the extent such costs are deemed eligible.

A state may make arrangements with the FHWA regarding the procedures under which it would
submit a billing to FHWA for debt-related costs. A request for debt service payment can be timed so

that reimbursements could be received shortly before the debt service payment date.

A state may designate a trustee or other depository to receive federal-aid debt service payments
directly from FHWA.

(The remainder of this page intentionally left blank.)
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STATE RECEIPTS OF FEDERAL TRANSPORTATION FUNDS

The following tables identify prior authorizations, obligation limitations and reimbursements received by
the State and the Department under SAFETEA-LU and MAP-21. The ability to pay debt service on the Series
2014A Bonds will depend upon the amount of actual funding provided to the State under the FAHP, the legal
availability thereof and the State’s ability to use such funding. None of the State, the Commission, the Department
or the Finance Authority is able to predict the amount of funding to be awarded to the State under the FAHP in

future years.

Set forth below is a history of aggregate authorization and obligation limitations to be available for bond
payments under SAFETEA-LU and MAP-21.

NEW MEXICO FEDERAL AID HIGHWAY PROGRAM FUNDS "

Interstate Maintenance
National Highway System

National Highway Performance
Program

Surface Transportation Program®
Bridge

Congestion Mitigation/Air Quality
Recreational Trails

Metro Planning

Planning Programs — Suballocation
from Core Program funds

Research Program — Suballocation from
Planning Program funds

Highway Safety Improvement Program
Rail-Highway Crossing
Safe-Routes to School
Border Infrastructure Program
Equity Bonus
Aggregate Authorization
Aggregate Obligation Limitation

M

(2)

Federal Fiscal

Federal Fiscal

Federal Fiscal

Federal Fiscal

Federal Fiscal

Year 2009 Year 2010 Year 2011 Year 2012 Year 2013?
$70,372,103  $70,372,103  $77,651,234  $75,185,252 -
84,640,233 84,640,233 93,395,227 90,429,260 -
_ - - —  $217,768,101
60,235,017 60,235,017 66,465,591 64,354,833 100,166,489
12,436,881 12,436,881 13,723,324 13,287,510 -
8,757,021 8,757,021 9,662,827 9,355,963 11,415,259
1,429,831 1,166,877 1,287,576 1,334,844 -
1,519,833 1,519,833 1,677,041 1,418,867 1,561,801
(4,944,409)  (5,254,545)  (5,715,727)  (5,336,467) (5,322,633)
(1,648,136)  (1,751,515)  (1,905,243)  (1,778,822) (1,774,211)
11,259,704 11,259,704 12,424,382 12,029,820 22,347,902
1,588,797 1,588,797 1,753,139 1,483,249 1,582,659
1,122,276 1,122,276 1,238,362 1,047,720 -
1,879,602 1,879,602 2,074,024 1,754,735 -
90.065.704 90,350,169 75.058.116 59,302,650 —
$345,307,002  $345,328,513  $356,410,843  $330,984,703  $347,745,367
$291,553,625 $317,256,490 $319,759,356  $323,173,833  $327,511,821

All amounts are based on apportionment of Federal Aid Highway Program Fund for each corresponding
fiscal year. This summary itself is unaudited.
Implementation of MAP-21 became effective in fiscal year 2013 and combined Interstate Maintenance,

Bridge, and National Highway System programs into the National Highway Performance Program. It also

eliminated Equity Bonus.
3)

(Source: The Department.)

Includes large urban area (Albuquerque and Sunland Park) population suballocations.

Note that the Department may allocate its OA among SAFETEA-LU program categories (as well as TEA
21 categories) as it desires, subject to the aggregate authorization and allocation amount in each category and the
aggregate obligation limit. Aggregate authorization does not represent Federal Revenues. Federal Revenues are
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limited by obligation limitation, and are received through reimbursements for expenditures made on construction
activities. Reimbursement amounts vary significantly year-to-year depending on construction schedules. Over time,
reimbursement revenues are approximately equal to the obligation limitation. STIP/URBAN areas over 200,000
population and planning/research programs are suballocations from the core funding category apportionments
shown for information purposes.

Once Federal Revenues are obligated, they may be spent (and therefore reimbursed) over a three-year
period, adding to the unpredictability of annual reimbursements. The Department’s practice is to obligate all
amounts available in each year. This practice, and the larger size of the Department’s construction program, will
allow the Department to accelerate projects in order to increase reimbursements in any particular year if necessary to
pay bondholders.

Pledged Revenues History and Estimates

Set forth below is a history of Pledged Revenues for the fiscal years ended June 30, 2004 through June 30,
2013, and an estimate of Pledged Revenues for the fiscal years ended June 30, 2014 through June 30, 2018.
Historical figures from June 30, 2004 through June 30, 2013 are derived from actual results. The summary itself is
unaudited. The estimates are based on Department’s semi-annual estimates as of January, 2014. Such estimates are
based on certain assumptions that may not be realized. Recent changes in the economy have led to fluctuations in
energy prices, including dramatic increases and decreases, throughout the nation. In addition, an economic
slowdown could reduce the overall demand for the fuels subject to the taxes described above and otherwise
negatively impact the collection of the other taxes described herein. This may have the effect of reducing the
amount of State Revenues and Federal Revenues described above that will be received by the Department. See
“SPECIAL FACTORS RELATING TO THE SERIES 2014A BONDS” and “FORWARD-LOOKING
STATEMENTS.”

(The remainder of this page intentionally left blank.)
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STATE ROAD FUND
Gasoline Tax
Special Fuel Tax
Weight/Distance
Trip Tax
Vehicle Registration
Vehicle Transaction
Driver's License

Oversize/License

Public Regulatory
Commission Fees

Penalty Assessments
(Reinstatement Fees)
MVD Miscellaneous Fees

Road Fund Interest
TOTAL STATE ROAD
FUND"
Percent Change
HIGHWAY
INFRASTRUCTURE
FUND
Lease Vehicle Gross
Receipts

Tire Recycling Fees

Interest

TOTAL HIGHWAY
INFRASTRUCTURE
FUND

Percent Change
FEDERAL FUNDS

Percent Change
TOTAL PLEDGED
REVENUES

Percent Change

PLEDGED REVENUES HISTORY AND ESTIMATES

(in thousands)

FY04 FYO05 FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18
Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual  Estimate® Estimate® Estimate® Estimate® Estimate®
$112,107 $109,456  $109,723 $114,577  $107,671 $108,125 $109,163 $109,282 $104,987 $111,795 $108,100 $108,200 $108,500 $108,400 $108,300
74,546 87,902 97,127 97,008 101,483 85,559 88,029 91,078 92,326 92,563 93,700 94,800 97,600 100,400 102,900
51,574 73,781 76,453 88,365 77,424 75,485 69,598 74,916 72,786 73,489 76,000 76,700 79,600 82,800 85,500
4,050 5,724 8,576 7,557 4,904 5,776 5,488 5,973 5,689 5,045 4,900 5,100 5,200 5,400 5,600
52,996 67,768 71,470 73,512 73,679 72,190 72,863 73,445 75,626 74,135 76,000 74,900 76,800 76,100 78,100
1,132 1,130 1,610 1,191 1,165 1,070 1,041 1,065 1,114 1,163 1,150 1,150 1,150 1,150 1,150
4,238 4,072 3,944 4,329 4,738 4,622 4,493 4,718 4,424 4,227 4,250 4,260 4,590 4,400 4,200
1,157 3,232 4,387 4,590 4,961 4,539 3,778 4,687 4,820 4,805 4,800 4,800 4,800 4,800 4,800
3,298 3,525 3,676 377 866 2,286 1,420 2,740 881 3,191 3,690 2,700 2,800 2,900 3,000
1,085 1,273 258 0 0 0 0 0 0 0 0 0 0 0 0
923 1,200 2,373 2,452 2,570 2,569 2,735 2,725 2,991 3,100 3,100 3,100 3,100 3,100 3,100
395 1.239 2,055 708 0 19 16 95 109 209 111 142 709 1.951 2.446
307,501 360,302 381,652 394,666 379,461 362,239 358,624 370,724 365,754 373,721 375,801 375,852 384,849 391,401 399,096
5.1% 17.2% 5.9% 3.4% -3.9% -4.5% -1.0% 3.4% -1.3% 2.2% 0.6% 0.0% 2.4% 1.7% 2.0%
4,536 4,524 5,143 4,844 6,963 5,444 5,397 5,657 5,731 5214 5,470 5,550 5,650 5,750 5,850
1,421 1,950 1,734 1,758 1,782 1,604 1,791 1,806 1,831 1,807 1,800 1,770 1,810 1,770 1,820
64 124 352 178 408 99 18 16 16 25 14 18 90 251 316
6,021 6,598 7,229 6,780 9,153 7,147 7,206 7,479 7,579 7,047 7,284 7,338 7,550 7,771 7,986
-3.8% 9.6% 9.6% -6.2% 25.9% -28.1% 0.8% 3.8% 1.3% -7.0% 3.4% 0.7% 2.9% 2.9% 2.8%
243,531 287.475 292.847 228,392 253,571 302,428 325,468 310,655 323,173 327.511 312,782 312,782 312,782 312,782 312,782
-7.5% 18.0% 1.9% -22.0% 11.0% 19.3% 7.6% -4.6% 1.1% 1.3% 0.0% 0.0% 0.0% 0.0% 0.0%
$557,053 $654,375 $681,728 $629,838 $642,185 $671,814 $691,298 $688,858 $696,506 $708,279 $695,867 $695,972 $705,181 $711,954 $719,864
-0.9% 17.5% 4.2% -7.6% 1.9% 4.6% 2.9% -0.2% 1.0% 1.7% -1.8% 0.02% 1.3% 1.0% 1.1%

@
@)

MAP-21 and are assumed at a level amount. See “FORWARD-LOOKING STATEMENTS.”

(Source: The Department.)
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and Driver Licenses Fees estimates are projected using trend analysis. Other taxes and fees are generally forecasted using trend analysis. Estimated federal funds in future years approximate multi-year average under



SPECIAL FACTORS RELATING TO THE SERIES 2014A BONDS

Each investor or prospective investor in the Series 2014A Bonds is encouraged to read this Official
Statement and to give particular attention to the factors described below which, among other conditions, could affect
the payment of debt service on the Series 2014A Bonds and could affect the market price of the Series 2014A Bonds
to an extent that cannot be determined at this time.

Legislative Changes to Pledged Revenues

Section 67-3-59.3(G) NMSA 1978 provides that:

Any law authorizing the imposition or distribution of taxes or fees paid into the state road
fund or the highway infrastructure fund or that affects those taxes and fees shall not be
amended or repealed or otherwise directly or indirectly modified so as to impair any
outstanding bonds secured by a pledge of revenues from those taxes and fees paid into
the state road fund or the highway infrastructure fund, unless the bonds have been
discharged in full or provisions have been made for a full discharge. In addition, while
any bonds issued by the New Mexico finance authority pursuant to the provisions of this
section remain outstanding, the powers or duties of the state transportation commission or
the authority shall not be diminished or impaired in any manner that will affect adversely
the interests and rights of the holder of such bonds.

The Legislature has amended laws imposing or distributing taxes paid into the State Road Fund on several
occasions in recent years. Examples include changes with respect to the distribution and sale of gasoline on Indian
reservations, pueblos and Indian trust lands, special fuel taxes, weight distance taxes, motor vehicle registration fees,
leased vehicle gross receipts taxes and tire recycling fees. See “PLEDGED REVENUES—State Road Fund” and
“—Highway Infrastructure Fund.”

Revisions to laws of the State imposing or distributing taxes paid into the State Road Fund could be
adopted in the future by the Legislature. Proposals affecting such taxes are frequently considered by the State
Legislature. There is no assurance that any future revisions to State laws will not adversely affect taxes paid into the
State Road Fund.

Uncertainties in Federal Funding

The Federal Revenues have historically been authorized under multiple-year authorizing legislation.
MAP-21 was signed into law on July 6, 2012 and became effective on October 1, 2012. MAP-21 extended
SAFETEA-LU through the end of FFY 2012 and authorized funding for FFY 2013 and 2014. SAFETEA-LU
originally extended the authorization of the Federal Aid Highway Program until September 30, 2009. There can be
no assurance that new multi-year authorization or continuing resolution reauthorization will be adopted for any
subsequent period. Nor can there be any assurance that any such legislation will be signed into law by the President.
MAP-21 includes certain provisions designed to provide continuity in the flow of federal transportation funds to the
states, including the State. There can be no assurance that such measures will be continued under any future federal
reauthorization or that, if continued, such measures will be sufficient to ensure that Federal Revenues will be
available as needed if in the future Congress amends existing laws or fails to reauthorize expired transportation
legislation, or if future legislation or federal administrative action reduces the amount of Federal Revenues available
to the Commission and the Department.

The Department and the FHWA have entered into the FHWA Memorandum that sets forth the procedures
for managing the stewardship and oversight of debt service relating to the finance plan for construction of Grant
Anticipation Revenue Vehicle Projects. Pursuant to the FHWA Memorandum, the Department will, among other
things, assure that debt service will not adversely impact the ability to maintain federal aid funded projects based on
an annual certificate prepared for FHWA review and approval. As part of the annual certification, the Department
must demonstrate that it has not exceeded $122 million in Federal-Aid eligible highway program funded debt
service payments billed to the FHWA for reimbursement. The FHWA Memorandum provides that Federal-Aid
reimbursements to the Department will be made on a semi-annual basis, which differs from the previous
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memorandum of understanding which provided for monthly payments. Payment of Federal-Aid reimbursement is
conditioned upon available funding and satisfaction by the Department of the completion of certain reports and
reconciliations. The FHWA Memorandum requires that it be renegotiated prior to the issuance of any future
GARVEE debt. The Department has obtained a waiver of that requirement for the Series 2014A Bonds. Neither the
Authority nor the Department makes any representation regarding the amount or timeliness of payments from the
FHWA.

In addition to issues of reauthorization, there can be no assurance that Federal Revenues paid into the State
Road Fund, together with other Pledged Revenues, will be sufficient to pay the debt service on the Series 2014A
Bonds, the Senior Lien Bonds, and the Subordinate Lien Obligations. The amount of Federal Revenues available
for projects is subject to authorization and periodic reauthorization by Congress, approval on an annual basis by the
U.S. Secretary of Transportation and compliance with federal regulations. As such, the Department competes for
such funds with other national transportation funding priorities. Federal law specifically provides that a state’s
eligibility for funds does not create a commitment or obligation on the part of the United States to provide for the
payment of principal or interest on bonds. In addition, automatic budget cuts (i.e. sequestration) imposed by the
Balanced Budget and Emergency Deficit Control Act have been in effect since January 2013 which have reduced
the amount of federal funding available for highways, transit and rail programs. See “PLEDGED REVENUES—
The Federal-Aid Highway Program” and “—Current FHTF Concerns—Budgetary Issues.” However, the Department
estimates that these budget cuts will not materially affect the amount of funding provided to the State under the
FAHP. Please note that these are forward-looking statements; see “FORWARD-LOOKING STATEMENTS”
herein. Events impacting the national and international economy may have a negative impact on the Federal
Revenues received by the Department.

Limited Obligations

The Series 2014A Bonds are limited obligations of the Finance Authority and are payable as to principal
and interest exclusively from the Pledged Revenues. See “SECURITY AND SOURCES OF PAYMENT FOR THE
SERIES 2014A BONDS.” The ability of the Finance Authority, the Commission and the Department to realize
Pledged Revenues in amounts sufficient to pay debt service on the Series 2014A Bonds and other obligations
payable from the Pledged Revenues senior to, on a parity with or subordinate to the Series 2014A Bonds depends on
numerous factors, many of which are not subject to the control of the Finance Authority, the Commission or the
Department.

Additional Parity and Senior Lien Obligations

Additional Senior Lien Bonds and other obligations may be issued with a lien on the Pledged Revenues on
a parity with the lien of the Outstanding Senior Lien Bonds on the Pledged Revenues upon satisfaction of certain
conditions. In addition to the Outstanding Subordinate Lien Obligations and the Series 2014A Bonds, additional
Subordinate Lien Obligations may be issued, and other subordinate obligations may be issued subordinate to the
Outstanding Subordinate Lien Obligations with respect to the Pledged Revenues upon satisfaction of certain
conditions. See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2014A BONDS—Outstanding
and Additional Senior Lien Bonds,” “—Outstanding and Additional Subordinate Lien Obligations,” “—Additional
Contemplated Obligations” and “—Junior Subordinate Lien Obligations.”

Tax Status of the Series 2014A Bonds

The opinion expressed by Special Tax Counsel is based on existing law as of the delivery date of the Series
2014A Bonds. No assurance can be given that any future legislation, regulations or clarification of the Internal
Revenue Code of 1986, as amended (the “Code”), or State law, will not cause interest on the Series 2014A Bonds to
be subject, directly or indirectly, to federal or State income taxation, or otherwise prevent owners from realizing the
full current benefit of the tax status of such interest. Further, no assurance can be given that the introduction or
enactment of any such future legislation, or any action of the Internal Revenue Service, including but not limited to
selection of the Series 2014A Bonds for audit examination, or the course or result of any Internal Revenue Service
examination of the Series 2014A Bonds, or bonds which present similar tax issues, will not affect the market price
for Series 2014A Bonds. Prospective purchasers of the Series 2014A Bonds should consult their own tax advisors
regarding any pending or proposed federal tax legislation, as to which Special Tax Counsel expresses no opinion.

35



Native American Gasoline Tax Issues and Other Gasoline Tax Issues Affecting the Pledged Revenues

The Pledged Revenues consist, in part, of gasoline excise taxes that are required by State law to be paid
into the State Road Fund. Prior to 1999, the State gasoline tax was imposed in such a manner that allowed Native
American gasoline wholesalers to exploit the federal preemption that disallows a state from imposing tax on a
Native American conducting business within the boundaries of his tribal reservation, pueblo grant or trust lands.
Pursuant to Chapter 190, New Mexico Laws of 1999, the technical imposition of the gasoline tax was revised to
address the federal preemption issue, and the amount of gasoline that may be sold within an Indian reservation by
any single registered Native American wholesale distributor for resale outside the Indian reservation, pueblo grant or
trust lands free of state gasoline tax is limited to 30,000,000 gallons per year pursuant to a state tax exemption.
Chapter 190 limits the use of this exemption to registered Native American distributors who have sold more than
one million gallons of gasoline within the Indian reservation, pueblo grant or trust lands for resale outside the Indian
reservation during the four months ended August 1998. TRD has certified two registered Native American
wholesale distributors as eligible for this exemption, meaning that up to 60,000,000 gallons per year of gasoline
currently may be sold at wholesale free of State gasoline tax under this exemption.

Section 67-3-8.1 allows the Department to enter into “gasoline tax sharing agreements” with the Pueblos of
Nambe and Santo Domingo for terms of up to twenty years. Agreements with each Pueblo were executed in 2004
and contained terms of 10 years. The original tax sharing agreement with the Pueblo of Nambe expired in January
2014, but a new tax sharing agreement was executed and became effective on January 14, 2014. The Nambe
Agreement provided that the Pueblo will not distribute gasoline for resale outside of the boundaries of the Pueblo for
a period of ten years in exchange for a distribution of revenue equal to forty percent of the gasoline tax imposed on
2,500,000 gallons per month (30,000,000 gallons per year). The Nambe Agreement is scheduled to expire on
January 14, 2024 but may be terminated by any party with or without cause upon 12 months’ notice. The original
gasoline tax sharing agreement with the Pueblo of Santo Domingo contains substantially similar terms as the
original Nambe agreement and is still in effect but is currently scheduled to expire during the summer of 2014. The
Department is currently negotiating a new gasoline tax sharing agreement with the Pueblo of Santo Domingo and
expects that such agreement will be executed prior to the expiration of the current gasoline tax sharing agreement.
The Department also expects that the new gasoline tax sharing agreement with the Pueblo of Santo Domingo will
contain provisions similar to those of the Nambe Agreement.

Chapter 190, Laws 1999 also permits gasoline to be sold at retail by registered Indian tribal distributors on
Indian reservations, pueblo grants or trust lands free of State gasoline tax to the extent that the applicable Indian
government imposes a similar tax (for its own benefit) on retail gas sales. In its 2000 regular session (Laws 2000,
Chapter 50), the Legislature enacted a deduction from gasoline taxes for retail sales by persons other than Indian
tribal distributors of gasoline on Indian reservations, pueblo grants or trust lands and Indian trust lands. The
deduction, which became effective on April 1, 2000, was effectively equal to the lesser of the tribal tax on the
gasoline sold or the State gasoline tax.

As a result of the foregoing and other factors (such as more fuel efficient vehicles and fluctuations in
gasoline prices), the Department experienced a decline in gasoline excise taxes but expects a leveling off followed
by a slow rate of growth, if any, in gasoline excise taxes paid into the State Road Fund over the next several years.
See “PLEDGED REVENUES—State Road Fund—Gasoline Excise Taxes.”

The amount of gasoline excise taxes that will be collected is also subject to fluctuation based on the
activities that generate those taxes, including demand for gasoline and general economic conditions. There can be
no guarantee that the amount of Pledged Revenues from gasoline excise taxes collected in the future will be
consistent with historical collection trends.
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THE SERIES 2014A PROJECT
Proceeds of the Series 2014A Bonds will be used by the Department to acquire and construct certain road

improvements throughout the State. The Series 2014A Project includes the construction of highways, relief routes
and interchanges, the reconstruction of highways and the improvement of already existing highways.

Proceeds from the sale of the Series 2014A Bonds will also be used to pay costs of issuance of the Series
2014 A Bonds.

ESTIMATED SOURCES AND USES OF FUNDS

The estimated sources and uses of funds in connection with the issuance of the Series 2014A Bonds are set
forth in the following table:

Sources of Funds

Series 2014A Bonds Par AMOUNT........cc..oeiiiuiiiiiiieecieieee et ee e eeeseee e $70,110,000.00
Plus original iSSUE PreMIUM ........ccuevieriierieeieiiesiesieesieeteeeesseesseeseessesseesseessesssesssesses 10,532.347.35
TOLAl SOUTCES ..evviiiviieeieecte ettt ettt et et et eetae et eeveeeveeens $80,642.347.35
Uses of Funds
Deposit t0 Project FUN...........ccviiiieieieieiecieeie ettt esnens $80,000,000.00
COSES OF ISSUANCE ! ... 642.347.35
TOtAL USES ..ot e e e e e e e e e aee e e eaeeeas $80,642,347.35

M Includes legal and accounting fees, financial advisory fees, printing, rating fees, Underwriters’ discount and

other miscellaneous costs. See “UNDERWRITING.”

(The remainder of this page intentionally left blank.)
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Debt Service for the Series 2014A Bonds, the Outstanding Senior Lien Bonds and the Outstanding

Subordinate Lien Bonds

The following schedule shows the total debt service payable for the Series 2014A Bonds for each fiscal

year through their final maturity date (amounts have been rounded).

Series 2014A Bonds

ANNUAL DEBT SERVICE REQUIREMENTS

Existing Debt Service

Total Fiscal Year

Fiscal Senior Subordinate Debt Service
Year Principal” Interest Lien® Lien® Requirements
2014 - $905,588 $112,435,393 $31,935,050 $145,276,031
2015 - 3,505,500 112,490,363 36,163,387 152,159,250
2016 - 3,505,500 92,585,375 36,376,561 132,467,436
2017 - 3,505,500 115,001,275 34,732,417 153,239,192
2018 $3,775,000 3,505,500 115,003,388 29,863,200 152,147,088
2019 3,855,000 3,316,750 115,007,231 29,907,675 152,086,656
2020 4,155,000 3,124,000 115,209,475 29,976,797 152,465,272
2021 2,750,000 2,916,250 115,208,225 29,956,253 150,830,728
2022 - 2,778,750 117,106,850 30,042,025 149,927,625
2023 - 2,778,750 55,055,950 96,360,900 154,195,600
2024 - 2,778,750 19,957,200 153,376,184 176,112,134
2025 5,695,000 2,778,750 33,987,925 108,071,671 150,533,346
2026 6,080,000 2,494,000 26,521,300 108,562,642 143,657,942
2027 6,495,000 2,190,000 69,956,250 15,205,438 93,846,688
2028 6,920,000 1,865,250 - - 8,785,250
2029 7,375,000 1,519,250 - - 8,894,250
2030 7,845,000 1,150,500 - - 8,995,500
2031 8,345,000 758,250 - - 9,103,250
2032 6,820,000 341,000 — — 7,161,000
TOTAL $70,110,000 $45,717,838 $1,215,526,199 $770,530,199

o Payable on June 15 of each year.
@ Includes principal and interest.
(Source: The Financial Advisor.)

Historical and Projected Debt Service Coverage

The following tables set forth (i) for each fiscal year from 2004 through 2013, the amounts in each such
fiscal year of the Pledged Revenues, the amounts in each such year for debt service on the Outstanding Senior Lien
Bonds, the Outstanding Subordinate Lien Bonds and certain obligations which were defeased in fiscal year 2012,
and the debt service coverage ratios, and (ii) for each fiscal year from 2014 through 2018, the amounts in each such
fiscal year of estimated Pledged Revenues, the estimated amounts required in each such year for debt service on the
Outstanding Senior Lien Bonds and the Outstanding Subordinate Lien Bonds and the projected debt service
coverage ratios after giving effect to the issuance of the Series 2014A Bonds. Estimated Pledged Revenues are
based on Department projections as of January, 2014. Such projections are based on certain assumptions that may
not be realized. See “SPECIAL FACTORS RELATING TO THE SERIES 2014A BONDS” and “FORWARD-
LOOKING STATEMENTS.”
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State Road Fund
Highway Infrastructure Fund
Federal Funds
Total Pledged Revenues
Closed & Senior Lien Debt Service®®

Coverage
Closed, Senior Lien & Subordinate Lien
Debt Service®®

Coverage

O

HISTORICAL DEBT SERVICE COVERAGE"
(in thousands)
(This summary is unaudited)

FY04 FYO05 FYO06 FYO07 FYO08 FY09 FY10 FY11 FY12 FY13
Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual
$307,501 $360,302 $381,652 $394,666 $379,461 $362,239 $358,624 $370,724 $365,754 $373,721

6,021 6,598 7,229 6,780 9,153 7,147 7,206 7,479 7,579 7,047

243,531 287.475 292.847 228,392 253,571 302,428 325,468 310,655 323.173 327,511

557,053 654,375 681,728 629,838 642,185 671,814 691,298 688,858 696,506 708,279

N/A 109,919 111,776 111,555 115,704 117,811 113,534 74,592 90,811 95,708

N/A 5.95x 6.10x 5.65x 5.55x 5.70x 6.09x 9.24x 7.67x 7.12x

N/A N/A N/A 160,621 162,109 162,026 164,849 160,000 156,399 155,104

N/A N/A N/A 3.92x 3.96x 4.15x 4.19x 4.31x 4.45x 4.57x

for further detail regarding the Pledged Revenues.

2
3)
)

Closed lien debt service represents debt service on bonds which were defeased in 2012.
Debt service exclusive of related Finance Authority fee, if any.
Interest on the Series 2008A Bonds and Series 2008B Bonds assumed at the associated swap rate. Interest on the Series 2011A-1 Notes, Series 2011A-2 Notes and Series

Based upon actual Pledged Revenues from audited results for Fiscal Years 2004 through 2013. See “PLEDGED REVENUES—Pledged Revenues History and Estimates”

2011A-3 Notes assumed at the associated swap rate plus 65 basis points. Debt Service with respect to variable rate obligations is exclusive of remarketing and letter of

credit facilities.
(Source: The Department.)
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PROJECTED DEBT SERVICE COVERAGE"
(in thousands)
(This summary is unaudited)

FY14 FY15 FYl16 FY17 FY18
Estimate Estimate Estimate Estimate Estimate
State Road Fund $375,801 $375,852 $384,849 $391,401 $399,096
Highway Infrastructure Fund 7,284 7,338 7,550 7,771 7,986
Federal Funds 312,782 312,782 312,782 312,782 312,782
Total Pledged Revenues® 695,867 695,972 705,181 711,954 719,864
Senior Lien Debt Service® 112,435 112,490 92,585 115,001 115,003
Senior Lien Coverage 6.19x 6.19x 7.62x 6.19x 6.26x
Senior & Subordinate Lien Debt Service® 145,276 152,159 132,467 153,239 152,147
Senior & Subordinate Lien Coverage 4.79x 4.57x 5.32x 4.65x 4.73x
Sensitivity Analysis — Coverage if Federal Funds were
Projected at:
$322 million per year
Senior Lien Coverage 6.27x 6.27x 7.72x 6.27x 6.34x
Senior & Subordinate Lien Coverage 4.85x 4.63x 5.39x 4.71x 4.79x
$222 million per year
Senior Lien Coverage 5.38x 5.38x 6.64x 5.40x 5.47x
Senior & Subordinate Lien Coverage 4.17x 3.98x 4.64x 4.05x 4.13x
$122 million per year
Senior Lien Coverage 4.49x 4.49x 5.56x 4.53x 4.60x
Senior & Subordinate Lien Coverage 3.48x 3.32x 3.88x 3.40x 3.48x

(O]
()

3)
“4)

Assumes the issuance of the Series 2014A Bonds.

Based upon estimated Pledged Revenues for Fiscal Years 2014 through 2018. State Road Fund estimates include Gasoline Tax, Special Fuel Tax and Weight Distance Tax
projections using autoregressive models and Vehicle Registration, Vehicle Transaction and Driver Licenses Fees projections using trend analysis. Includes other taxes and fees
which are generally forecasted using trend analysis. Federal Funds estimates approximate multi-year average under MAP-21 and are assumed at a level amount. See
“PLEDGED REVENUES—PIledged Revenues History and Estimates” for further detail regarding the Pledged Revenues. See also “FORWARD-LOOKING STATEMENTS.”
Debt service exclusive of related Finance Authority fee, if any.

Interest on the Series 2008A Bonds and Series 2008B Bonds assumed at the associated swap rate. Interest on the Series 2011A-1 Notes, Series 2011A-2 Notes and Series

2011A-3 Notes assumed at the associated swap rate plus 65 basis points through Fiscal Year 2016 and assumed at the associated swap rate thereafter. Debt Service with respect
to variable rate obligations is exclusive of remarketing and letter of credit facilities.

(Source: The Department and the Financial Advisor (as to debt service).)
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THE DEPARTMENT AND THE COMMISSION

The Department

The Department is a Cabinet level department within the executive branch of the State’s government. The
Department is a multimodal transportation agency with emphasis on all modes of transportation and is implementing
a bold and innovative approach to address the transportation needs of every New Mexican. The Department has
successfully implemented park-and-ride services in central and northern New Mexico with future plans to provide
similar services in southern New Mexico. In conjunction with local governmental agencies and tribal sovereign
governments, the Department began providing commuter rail service between Belen and Bernalillo in July 2006 and
began providing commuter rail service between Bernalillo and Santa Fe in December, 2008. The Department is also
undertaking an innovative pilot project in conjunction with other State agencies to improve rural transportation in
the State. The Department is pursuing federal funding to expand and improve air service within New Mexico, along
with expanding interstate and international air service from New Mexico.

The Department is also responsible for maintaining US, Interstate and state highways within New Mexico.
Its responsibilities in highway operations include: maintenance and operation of the state highway system;
coordination of transportation planning with local and tribal governments; annual development of a priority program
of capital improvements; administrative jurisdiction over traffic safety programs such as seatbelt enforcement and
drunken driving prevention; and implementation of these programs in accordance with applicable law.

The Department’s budget is subject to review by the Commission, then to review by the State’s Department
of Finance and Administration and the Legislative Finance Committee and is subject to final approval by the
Legislature and the Governor.

The Secretary is the chief executive officer of the Department and is appointed by the Governor, with the
approval of the Commission and subject to the advice and consent of the State Senate. The Secretary coordinates
the work of the Commission and acts as its active executive representative. The Secretary serves on the Governor’s
Cabinet. Tom Church is currently serving as the Secretary.

The Department’s finances are comprised of revenues from State and federal sources. In fiscal year 2013,
53.8% of the Department’s general revenues consisted of State-generated income from user and fuel taxes and
interest income to the State Road Fund and 46.2% consisted of program revenues from federal grants and other
federal reimbursements. Cash balances in the funds administered by the Department are deposited with the State
Treasurer to be pooled and invested.

An independent auditor audits the financial statements of the Department annually. Excerpts from the most
recently available of such audited financial statements, for the fiscal year ended June 30, 2013, are attached as
Appendix A.

As a condition for receiving federal funds for transportation programs, states must develop comprehensive
plans that are based upon anticipated short-term and long-term funding amounts for specific programmatic
categories of the FHWA. States must fulfill these federal requirements in order to be eligible for federal
transportation funds. Specific projects are not eligible for federal reimbursements unless each project is identified in
a Statewide Transportation Improvement Program (“STIP”). MAP-21, SAFETEA-LU and TEA-21 require states to
develop these programs. STIPs are consistent with Long-Range Transportation Plans and provide a detailed outline
of projects that are proposed for implementation in a time-frame of one to six years. The Department, with input
from the State’s Metropolitan Planning Organizations and Regional Planning Organizations, prepares the STIP for
the approval of the Commission. At the federal level, the STIP is reviewed by the FHWA, the Federal Transit
Administration and the Environmental Protection Agency. See “PLEDGED REVENUES.”

The STIP lists all projects funded with federal funds for a period of at least four years. In New Mexico, the
STIP is currently developed bi-annually, updated quarterly and covers a four-year period. The most recent four-year
STIP amendment covering federal fiscal years 2014 through 2017 was approved by the Commission on December 5,
2013. The four-year STIP represents $1,533,042,530 of projects to be undertaken during federal fiscal years 2014
through 2017, as well as federal contributions toward Department debt service.
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Among other federal requirements, the STIP must be federally reviewed and approved at least every two
years. The STIP must include the estimated project cost for each project and the amount of federal funds to be
obligated for each project. The Department requests FHWA authorization to use federal funding on a project and
submits plans, specifications and estimates to the FHWA. Each project submitted must be included on the STIP.
Provided that all requirements are satisfied, the FHWA authorizes the federal financial participation in the project.
After expending bond proceeds or other available funds to construct the projects or to pay debt service on relevant
bonds, the Department can request and be reimbursed by the FHWA for the federal share of construction costs or the
federal share of such debt service, as the case may be.

The Department, the Commission and the Finance Authority have entered into a memorandum of
understanding with respect to the Senior Lien Bonds, the Subordinate Lien Obligations and Junior Lien Subordinate
Obligations under which the Department, the Commission and the Finance Authority will cooperate in various
administrative, managerial and reporting matters.

The Department and the FHWA have entered into the FHWA Memorandum that sets forth the procedures
for managing the stewardship and oversight of debt service relating to the finance plan for construction of Grant
Anticipation Revenue Vehicle Projects. Pursuant to the FHWA Memorandum, the Department will, among other
things, assure that debt service will not adversely impact the ability to maintain federal aid funded projects based on
an annual certificate prepared for FHWA review and approval. As part of the annual certification, the Department
must demonstrate that it has not exceeded $122 million in Federal-Aid eligible highway program funded debt
service payments billed to FHWA for reimbursement. The FHWA Memorandum provides that Federal-Aid
reimbursements to the Department will be made on a semi-annual basis, which differs from the previous
memorandum of understanding, which provided for monthly payments. Payment of Federal-Aid reimbursement is
conditioned upon available funding and satisfaction by the Department of the completion of certain reports and
reconciliations. Neither the Authority nor the Department makes any representation regarding the amount or
timeliness of payments from the FHWA. See “PLEDGED REVENUES” herein. A concurrence letter executed by
FHWA and relating to the issuance of the Series 2014A Bonds has been received by the Department.

The Commission

The Commission is created by Article V, Section 14 of the State Constitution. Pursuant to current law,
there are six positions on the Commission, one from each of the six state transportation commission districts within
the State. The members of the Commission are appointed by the Governor of the State, with the advice and consent
of the State Senate. Two members are appointed every two years for staggered terms of six years. Vacancies are
filled by the Governor, with the approval of the Senate, for the remainder of the unexpired term. One position on
the Commission is currently vacant. The names, titles and terms of the current commissioners are set forth below.

Name Title Term Expires
Pete K. Rahn Chairman 12/31/16V
Ronald L. Schmeits Vice Chairman 12/31/16
Kenneth White Secretary 12/31/18
Jackson Gibson Member 12/31/14
Butch Matthews Member 12/31/14

(1) Individual has been appointed to the term shown above but is awaiting confirmation from the New Mexico

Senate.

The Commission is responsible for all matters of policy for the Department and all policy matters
pertaining to the expenditure of the State Road Fund in the construction, improvement and maintenance of State
highways and bridges. The Commission’s name was changed from “State Highway Commission” to “State
Transportation Commission” by a constitutional amendment ratified by the voters on November 5, 2002.
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NEW MEXICO FINANCE AUTHORITY

General Information

The Finance Authority is a public body politic and corporate, separate and apart from the State, constituting
a governmental instrumentality of the State. The Finance Authority was created in 1992 pursuant to the Act 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. Pursuant to the Act, the Finance Authority
and its corporate existence will continue until terminated by law, provided that no such law will take effect so long
as the Finance Authority has bonds or other obligations outstanding, unless provision has been made for the
payment of all such obligations. The Finance Authority is comprised of 11 members who also constitute the
Finance Authority’s board of directors and currently employs 39 persons, including a Chief Executive Officer. The
Chief Executive Officer directs the business and affairs of the Finance Authority, subject to the policies, control and
direction of the Finance Authority.

The Finance Authority staff provides a full range of services to its borrowers and other parties benefiting
from or otherwise interested in the Finance Authority’s financing programs. Those services include loan servicing
and program fund administration, financial analysis relating to all aspects of the Finance Authority’s programs,
accounting, program marketing and development services, application assistance to borrowers, coordination and
assistance with other funding sources, coordination with taxing and regulatory authorities, and coordination with
various legislative authorities.

Powers

In addition to the power to issue bonds and other obligations to finance specific programs and projects,
pursuant to the Act, the Finance Authority is granted all powers necessary and appropriate to carry out and
effectuate its public and corporate purposes, including but not limited to the following powers:

(a) to procure insurance to secure payment on any loan, lease or purchase payments owed to the
Finance Authority by a qualified entity in such amounts and from such insurers, including the
federal government, as it may deem necessary or desirable, and to pay any premiums for such
insurance;

(b) to fix, revise from time to time, charge and collect fees and other charges in connection with the
making of loans and any other services rendered by the Finance Authority;

(¢) to accept, administer, hold and use all funds made available to the Finance Authority from any
sources;

(d) to borrow money and to issue bonds and provide for the rights of holders of the bonds;

(e) to establish and maintain reserve and sinking fund accounts to insure against and have funds
available for maintenance of other debt service accounts;

(f) to invest and reinvest its funds and to take and hold property as security for the investment of such
funds;

(g) subject to any agreement with bondholders to: (1) renegotiate any loan, lease or agreement; (2)
consent to any modification of the terms of any loan, lease or agreement; and, (3) purchase bonds,

which may upon purchase be canceled; and

(h) to do any and all things necessary or convenient to carry out its purposes and exercise the powers
given and granted in the Act.
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Pursuant to the Act and when directed by the Commission, the Finance Authority may issue State
transportation bonds payable from and secured by the Pledged Revenues.

The Finance Authority has no authority to impose or collect taxes.

Other Finance Authority Programs

In addition to the transportation financings authorized by the Act, the Finance Authority participates in
several other programs designed to provide financing for equipment and projects to both local governmental entities
and state agencies, including the Finance Authority’s public project revolving fund bonds (the “PPRF Bonds”).
These projects are funded by various sources and do not have a lien or claim of any type on the Pledged Revenues.

LITIGATION

There is no litigation known to be pending or threatened to restrain or enjoin the issuance, sale, execution
or delivery of the Series 2014A Bonds, the execution, adoption or effectiveness of the Indenture or the levying or
collecting of any payments which will provide Pledged Revenues for the payment of the debt service on the Series
2014A Bonds or in any way contesting or affecting the validity or enforceability of the Series 2014A Bonds, the
Indenture, or any proceeding and authority of the Finance Authority, the Commission or the Department taken with
respect to the foregoing. The Finance Authority, the Commission, the Department and the respective general
counsel of the Finance Authority and the Department will deliver no-litigation certificates as to the foregoing prior
to the issuance of the Series 2014A Bonds.

UNDERWRITING

Pursuant to a Bond Purchase Agreement dated February 27, 2014 (the “Bond Purchase Agreement”)
between RBC Capital Markets, LLC, as representative (the “Representative”), and on behalf of itself and Wells
Fargo Bank, National Association (collectively, the “Underwriters”) and the Finance Authority, the Underwriters
have agreed to purchase the Series 2014A Bonds from the Finance Authority at a purchase price equal to
$80,421,236.02 (being the aggregate principal amount of the Series 2014A Bonds plus original issue premium of
$10,532,347.35 and less an underwriting discount of $221,111.33). The Bond Purchase Agreement provides that the
Underwriters will purchase all of the Series 2014A Bonds if any are purchased, the obligation to make such
purchase being subject to certain terms and conditions set forth in the Bond Purchase Agreement, including the
approval of certain legal matters by counsel and certain other conditions.

The prices at which the Series 2014A Bonds are offered to the public (and the yields resulting therefrom)
may vary from the initial public offering prices appearing on the inside front cover of this Official Statement. In
addition, the Underwriters may allow commissions or discounts from such initial offering prices to dealers and
others.

The Commission and the Finance Authority acknowledge and agree that: (i) the primary role of the
Underwriters is to purchase securities, for resale to investors, in an arm’s-length commercial transaction between the
Commission, the Finance Authority and the Underwriters and that the Underwriters have financial and other
interests that differ from those of the Commission and the Finance Authority; (ii) none of the Underwriters is acting
as a municipal advisor, financial advisor or fiduciary to the Commission or the Finance Authority or has assumed
any advisory or fiduciary responsibility to the Commission or the Finance Authority with respect to the transaction
contemplated hereby and the discussions, undertakings and procedures leading thereto (irrespective of whether any
Underwriter has provided other services or is currently providing other services to the Commission and the Finance
Authority on other matters); (iii) the only obligations the Underwriters have to the Commission and the Finance
Authority with respect to the transaction contemplated hereby expressly are set forth in the Bond Purchase
Agreement; and (iv) the Commission and the Finance Authority have consulted their own financial and/or
municipal, legal, accounting, tax and other advisors, as applicable, to the extent they deem appropriate. The
Commission and the Finance Authority further acknowledge that they have had the opportunity to engage municipal
advisors to serve in that capacity and to undertake legal fiduciary duties to the Commission and the Finance
Authority in that role.
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The Underwriters and their respective affiliates are full service financial institutions engaged in various
activities, which may include securities trading, commercial and investment banking, financial advisory, investment
management, principal investment, hedging, financing and brokerage services. Certain of the Underwriters and their
respective affiliates have, from time to time, performed, and may in the future perform, various financial advisory
and investment banking services for the Finance Authority, for which they received or will receive customary fees
and expenses.

In the ordinary course of their various business activities, the Underwriters and their respective affiliates
may make or hold a broad array of investments and actively trade debt and equity securities (or related derivative
securities, which may include credit default swaps) and financial instruments (including bank loans) for their own
account and for the accounts of their customers and may at any time hold long and short positions in such securities
and instruments. Such investment and securities activities may involve securities and instruments of the Finance
Authority.

The Underwriters and their respective affiliates may also communicate independent investment
recommendations, market color or trading ideas and/or publish or express independent research views in respect of
such assets, securities or instruments and may at any time hold, or recommend to clients that they should acquire,
long and/or short positions in such assets, securities and instruments.

Wells Fargo Securities is the trade name for certain securities-related capital markets and investment
banking services of Wells Fargo & Company and its subsidiaries, including Wells Fargo Bank, National Association
(“WFBNA”). WFBNA, one of the underwriters of the Series 2014A Bonds, has entered into an agreement (the
“Distribution Agreement”) with its affiliate, Wells Fargo Advisors, LLC (“WFA”), for the distribution of certain
municipal securities offerings, including the Series 2014A Bonds. Pursuant to the Distribution Agreement, WFBNA
will share a portion of its underwriting or remarketing agent compensation, as applicable, with respect to the Series
2014A Bonds with WFA. WFBNA also utilizes the distribution capabilities of its affiliates, Wells Fargo Securities,
LLC (“WFSLLC”) and Wells Fargo Institutional Securities, LLC (“WFIS”), for the distribution of municipal
securities offerings, including the Series 2014A Bonds. In connection with utilizing the distribution capabilities of
WFSLLC, WFBNA pays a portion of WFSLLC’s expenses based on its municipal securities transactions. WFBNA,
WEFSLLC, WFIS, and WFA are each wholly-owned subsidiaries of Wells Fargo & Company.

TAX MATTERS

Federal Income Tax

Excludability of Interest. In the opinion of Ballard Spahr LLP, Special Tax Counsel to the Finance
Authority, interest on the Series 2014A Bonds is excludable from gross income for purposes of federal income tax
under existing laws as enacted and construed on the date of delivery of the Series 2014A Bonds, assuming the
accuracy of the certifications of the Finance Authority and the Department and continuing compliance by the
Finance Authority and the Department with the requirements of the Internal Revenue Code of 1986. Interest on the
Series 2014A Bonds is not an item of tax preference for purposes of either individual or corporate federal alternative
minimum tax; however, interest on the Series 2014A Bonds held by a corporation (other than an S corporation,
regulated investment company, or real estate investment trust) may be indirectly subject to federal alternative
minimum tax because of its inclusion in the adjusted current earnings of a corporate holder.

No Further Opinion. Special Tax Counsel expresses no opinion regarding any other tax consequences
relating to the ownership or disposition of, or the accrual or receipt of interest on, the Series 2014A Bonds.

Original Issue Premium. The Series 2014A Bonds are offered at a premium (“original issue premium’)
over their principal amount. For federal income tax purposes, original issue premium is amortizable periodically
over the term of a Series 2014A Bond through reductions in the holder’s tax basis for the Series 2014A Bond for
determining taxable gain or loss from sale or from redemption prior to maturity. Amortization of premium does not
create a deductible expense or loss. Series 2014A Bondholders should consult their tax advisers for an explanation
of the amortization rules.
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Changes in Federal and State Tax Law

From time to time, there are Presidential proposals, proposals of various federal committees, and legislative
proposals in the Congress and in the states that, if enacted, could alter or amend the federal and state tax matters
referred to herein or adversely affect the marketability or market value of the Series 2014A Bonds or otherwise
prevent holders of the Series 2014A Bonds from realizing the full benefit of the tax exemption of interest on the
Series 2014A Bonds. Further, such proposals may impact the marketability or market value of the Series 2014A
Bonds simply by being proposed. It cannot be predicted whether or in what form any such proposal might be
enacted or whether if enacted it would apply to Series 2014A Bonds issued prior to enactment. In addition,
regulatory actions are from time to time announced or proposed and litigation is threatened or commenced which, if
implemented or concluded in a particular manner, could adversely affect the market value, marketability or tax
status of the Series 2014A Bonds. It cannot be predicted whether any such regulatory action will be implemented,
how any particular litigation or judicial action will be resolved, or whether the Series 2014A Bonds would be
impacted thereby.

Purchasers of the Series 2014A Bonds should consult their tax advisors regarding any pending or proposed
legislation, regulatory initiatives or litigation. The opinions expressed by Special Counsel are based upon existing
legislation and regulations as interpreted by relevant judicial and regulatory authorities as of the date of issuance and
delivery of the Series 2014A Bonds, and Special Counsel has expressed no opinion as of any date subsequent thereto
or with respect to any proposed or pending legislation, regulatory initiatives or litigation.

State of New Mexico Income Tax

In the opinion of Special Tax Counsel, under laws of the State of New Mexico as currently enacted and
construed, interest on the Series 2014A Bonds is excludable from net income of the owners thereof for State of New
Mexico income tax purposes.

RATINGS

Standard and Poor’s Ratings Services, a Standard & Poor’s Financial Services LLC business (“S&P”) and
Moody’s Investors Services (“Moody’s”), have assigned ratings of “AA” and “Aa2,” respectively, with respect to
the Series 2014A Bonds. Any explanation of the significance of such ratings may be obtained from the respective

rating agency.

Such ratings reflect only the views of such organizations. The ratings are not a recommendation to buy,
sell or hold the Series 2014A Bonds and there is no assurance that such ratings will continue for any given period of
time or that such ratings will not be revised downward or withdrawn entirely by the rating agencies if, in their
judgment, circumstances so warrant. Any downward revision or withdrawal of the ratings given to the Series 2014A
Bonds may have an adverse effect on the market price of the Series 2014A Bonds. The Underwriters have not
undertaken any responsibility to bring to the attention of the owners of the Series 2014A Bonds any proposed
revision or withdrawal of the ratings on the Series 2014A Bonds, or to oppose any such proposed revision or
withdrawal.

LEGAL MATTERS

In connection with the issuance and sale of the Series 2014A Bonds, Sutin, Thayer & Browne A
Professional Corporation, Santa Fe, New Mexico, as Bond Counsel to the Finance Authority, and Ballard Spahr
LLP, as Special Tax Counsel to the Finance Authority, will deliver the respective opinions included in Appendix D.
Certain matters relating to disclosure will be passed upon by Ballard Spahr LLP, Disclosure Counsel to the Finance
Authority. Certain legal matters will be passed upon for the Finance Authority by its General Counsel. The
Commission and the Department are being represented by their general counsel and by Kutak Rock, LLP, Denver,
Colorado. The Underwriters are being represented by their counsel Hogan Lovells US LLP, Denver, Colorado. The
counsel involved in this transaction have not participated in any independent verification of the information
concerning the financial condition or capabilities of the Finance Authority, the Commission or the Department
contained in this Official Statement.
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FINANCIAL ADVISOR

Public Financial Management, Inc. is employed as Financial Advisor to the Department in connection with
the issuance of the Series 2014A Bonds. Public Financial Management, Inc., in its capacity as Financial Advisor,
has not verified and does not assume responsibility for the information, covenants and representations contained in
any of the legal documents with respect to the federal income tax status of the Series 2014A Bonds, or the possible
impact of any present, pending or future actions taken by any legislative or judicial bodies.

FINANCIAL STATEMENTS

The financial statements for the Department for the year ended June 30, 2013, an extract from which is
included as Appendix A to this Official Statement, have been audited by Moss-Adams LLP, certified public
accountants, Albuquerque, New Mexico, as set forth in its report therein dated December 13, 2013. Such financial
statements represent the most current audited financial information available for the Department. Moss-Adams LLP
has not been asked to consent to the use of its name or inclusion of the audited financial reports for the Department
in this Official Statement. Moss-Adams LLP has not performed any procedures on any financial statements or other
financial information of the Department, including any of the information contained in this Official Statement.

FORWARD-LOOKING STATEMENTS

This Official Statement contains statements relating to the Finance Authority’s, the Commission’s and the
Department’s future financial plans, receipt of future revenues and other matters 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,” “anticipate,” “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.

9

CONTINUING DISCLOSURE UNDERTAKING

In connection with the issuance of the Series 2014A Bonds, the Finance Authority and the Department have
agreed to provide certain information and data of the type that would be required by Rule 15¢2-12 (the “Rule”)
promulgated by the Securities and Exchange Commission (the “SEC”), if they were subject to its requirements. The
Finance Authority and the Department will execute and deliver a Continuing Disclosure Undertaking pursuant to
which the Department will agree to provide to the Finance Authority certain annual financial information and
operating data with respect to the Department and the Finance Authority will agree to provide such information as
well as notice of the occurrence of certain events to the Municipal Securities Rulemaking Board (the “MSRB”) in an
electronic format. See “APPENDIX F—FORM OF CONTINUING DISCLOSURE UNDERTAKING” attached
hereto and incorporated herein by reference for a form of the Continuing Disclosure Undertaking that will be
executed and delivered by the Finance Authority and the Department.

A failure by the Finance Authority or the Department to comply with the undertaking will not constitute a
default under the Indenture and beneficial owners of the Series 2014A Bonds are limited to the remedies described
in the Continuing Disclosure Undertaking. A failure by the Finance Authority or Department to comply with the
Continuing Disclosure Undertaking must be reported in accordance with the Rule and must be considered by any
broker, dealer or municipal securities dealer before recommending the purchase or sale of the Series 2014A Bonds
in the secondary market. Consequently, such a failure may adversely affect the transferability and liquidity of the
Series 2014A Bonds and their market price. See “APPENDIX F—FORM OF CONTINUING DISCLOSURE
UNDERTAKING” for the information to be provided, the events which will be noticed on an occurrence basis and
the other terms of the Continuing Disclosure Undertaking, including termination, amendment and remedies.

Continuing disclosure undertakings previously entered into by the Department with respect to certain of the
Bonds called for it to file certain annual financial information and operating data and audited financial statements (or
unaudited financial statements, if the audit is not then available) for the Department no later than March 31 of each
fiscal year or the next succeeding business day if March 31 is not a business day. For fiscal year 2009, annual
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financial information and operating data for the Department was filed in compliance with the Department’s
undertakings, but the audited financial statements were not available and unaudited financial statements in a format
similar to the audited financial statements were not filed. The Department’s annual audits were subsequently filed
in accordance with the Department’s previous undertakings. The Department believes that it is currently in material
compliance with each of its previous continuing disclosure undertakings.

In July 2012, the Finance Authority disclosed that what it believed was the audit of its financial statements
for the fiscal year ended June 30, 2011 was not properly completed (the “Incomplete Audit”). Due to the
Incomplete Audit, the Finance Authority was unable to file its audit for the fiscal year ended June 30, 2011 in a
manner that was in material compliance with its previous undertakings. Eventually, the audit for fiscal year ended
June 30, 2011 was completed and made available, and the Finance Authority filed such audit with the MSRB as
specified in its disclosure undertakings. Previous continuing disclosure undertakings of the Finance Authority in
connection with the Finance Authority’s PPRF Bonds required the Finance Authority to provide information with
respect to certain underlying borrowers that satisfied specified objective criteria. Some of those disclosure
undertakings varied from other disclosure undertakings. In an effort to promote consistency amongst its continuing
disclosure undertakings, in August 2005, the Finance Authority amended many of its disclosure undertakings to
change the objective criteria. However, the Finance Authority subsequently discovered that an undertaking
executed in 1999 relating to bonds that were retired in 2009 was not amended. As a result, information with respect
to certain underlying borrowers was not filed within the previous five years from the date of this Official Statement.
That previous undertaking expired in 2009 when the bonds relating to that undertaking were retired. Other than as
described under this caption “Continuing Disclosure Undertaking,” the Finance Authority believes that it is currently
in compliance in all material respects with each of its previous continuing disclosure undertakings.

ADDITIONAL INFORMATION

This Official Statement speaks only as of its date, and the information contained herein is subject to
change. The quotations from, and summaries and explanations of, the statutes, regulations and documents contained
herein do not purport to be complete, and reference is made to said laws, regulations and documents for full and
complete statements of their provisions. Copies, in reasonable quantity, of such laws, regulations and documents,
and of the financial statements of the Finance Authority, may be obtained during the offering period, upon request to
the Commission or the Finance Authority and upon payment to the Commission or the Finance Authority,
respectively, of a charge for copying, mailing and handling, at the following, for the Commission: 1120 Cerrillos
Road, Santa Fe, New Mexico 87504, Attention: Bond Debt Service Program Manager; or for the Finance Authority:
207 Shelby Street, Santa Fe, New Mexico 87501, Attention: Chief Financial Strategist.

Any statements in this Official Statement involving matters of opinion, whether or not expressly so stated,

are intended as such and not as representations of fact. This Official Statement is not to be construed as a contract or
agreement between the Finance Authority and the purchasers or holders of any of the Series 2014A Bonds.
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APPROVAL BY THE FINANCE AUTHORITY AND THE COMMISSION

The distribution and use of the Official Statement by the Underwriters has been duly authorized and
approved by the Finance Authority and the Official Statement has been executed and delivered on behalf of the
Finance Authority by the Chair of its Board of Directors and the Chairman of the Commission.

NEW MEXICO FINANCE AUTHORITY

By /s/ John E. McDermott
John E. McDermott
Chair

STATE TRANSPORTATION COMMISSION OF

THE STATE OF NEW MEXICO
By /s/ Pete K. Rahn
Pete K. Rahn
Chairman
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REPORT OF INDEPENDENT AUDITORS

Mr. Tom Church, Cabinet Secretary, Designate
State of New Mexico Department of Transportation
and

Mr. Hector H. Balderas, New Mexico State Auditor
Santa Fe, New Mexico

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business
type activities, each major fund, the aggregate remaining fund information and the budgetary
comparisons of the major funds of the State of New Mexico Department of Transportation (Department)
as of and for the year ended June 30, 2013 and the related notes to the financial statements, which
collectively comprise the Department’s basic financial statements as listed in the table of contents. We
have also audited the financial statements of each of the Department’s non-major governmental funds
and the budgetary comparisons for the non-major funds presented as supplementary information as of
and for the year ended June 30, 2013, 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.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Department’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.



Mr. Tom Church, Cabinet Secretary, Designate
State of New Mexico Department of Transportation
and

Mr. Hector H. Balderas, New Mexico State Auditor
Santa Fe, New Mexico

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

Opinions

In our opinion, the financial statements referred to previously present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Department as of June 30, 2013, and the respective
changes in financial position and, where applicable, cash flows thereof and the respective budgetary
comparisons for the major funds for the year then ended in accordance with accounting principles
generally accepted in the United States of America. In addition, in our opinion, the financial statements
referred to previously present fairly, in all material respects, the respective financial position of each
non-major fund of the Department as of June 30, 2013, and the respective changes in financial position
and, where applicable, cash flows thereof and the respective budgetary comparisons for the non-major
funds for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

Emphasis of Matter

As discussed in Note 1, the financial statements of the Department are intended to present the financial
position and changes in financial position of only that portion of the governmental activities, each major
fund, the aggregate remaining fund information and all respective budgetary comparisons of the State of
New Mexico that is attributable to the transactions of the Department. They do not purport to, and do
not present fairly the financial position of the entire State of New Mexico as of June 30, 2013, and the
changes in the financial position for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 6 through 23 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.
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Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Department's basic financial statements, the non-major fund financial
statements and non-major fund budgetary comparisons. The additional schedules listed as other
supplementary information in the table of contents as required by the New Mexico State Audit Rule and
the accompanying schedule of expenditures of federal awards as required by the U.S. Office of
Management and Budget, Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The other supplementary information, as listed in the table of contents, and the schedule of
expenditures of federal awards are the responsibility of management and were derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the other supplementary information, as listed in the table of contents, and schedule of expenditures of
federal awards are fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 13,
2013 on our consideration of the Department's internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Department's internal
control over financial reporting and compliance.

Wese Jidome LLr

Albuquerque, New Mexico
December 13, 2013
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Management's Discussion and Analysis
Year Ended June 30, 2013

As management of New Mexico Department of Transportation (Department), we offer the readers of the Department’s
financial statement this narrative overview and analysis of the financial activities of the Department for the fiscal year
ended June 30, 2013. We encourage readers to consider the information presented here in conjunction with additional
information that we have furnished in footnotes to the basic financial statements, which start on page 43 of this audit
report.

1. Overview of the Financial Statements

Financial Highlights - 2013

The Department's net position decreased by $226,658,397 and the net position of the Department's governmental
activities decreased by $226,724,922 (primarily due to depreciation of infrastructure assets exceeding additions and
improvements during the current fiscal year and the reclassification of deferred charges for bond issuance costs to a
prior period expense.)

Financial Highlights - 2012

The Department's net assets decreased by $84,851,210, and the net assets of the Department's governmental activities
decreased by $84,919,852 primarily due to depreciation of infrastructure assets exceeding additions and improvements
during the current fiscal year.

This discussion and analysis is intended to serve as an introduction to the Department’s basic financial statements.
The Department’s basic financial statements are comprised of three components: 1) government-wide financial
statements, 2) major governmental fund financial statements, and 3) notes to the financial statements. This report also
contains other non-major combining and individual governmental fund statements and supplementary information,
including the schedule of expenditures of Federal awards, in addition to the basic financial statements themselves.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the Department’s
finances, in a manner similar to private sector business.

The Statement of Net Position presents information on all of the Department’s assets and liabilities, with the difference
between the two reported as net position. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the Department is improving or deteriorating.

The Statement of Activities presents information showing how the Department’s net position changed during the fiscal
year. All changes in net assets are reported when the underlying event giving rise to the change occurs, regardless of
the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will
result in cash flows in future fiscal periods.

The Department’s primary purpose is the construction and maintenance of the infrastructure of the State of New Mexico.
Thus, in the government-wide financial statements, the primary function is public works.

The government-wide financial statements start on page 26 of this report.



NEW MEXICO DEPARTMENT OF TRANSPORTATION
Management's Discussion and Analysis
Year Ended June 30, 2013

1. Overview of the Financial Statements - continued

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. The Department uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the Department are divided into two categories: governmental
funds and proprietary fund.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements, governmental fund
financial statements focus on current resources and use of spendable resources, as well as on the balance of
spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful
to compare the information presented for governmental funds with similar information presented for governmental
activities in the government-wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the Governmental Funds Balance Sheet and the
Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund Balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The Department has 51 governmental funds. Governmental funds are reported as major funds in the accompanying
financial statements if they meet both of the following criteria:

1) Ten percent criterion - An individual governmental fund reports as least 10 percent of any of the following: a) total
governmental fund assets, b) total governmental fund liabilities, c) total governmental fund expenditures.

2) Five percent criterion - An individual governmental fund reports at least 5 percent of the total for both governmental
and enterprise funds of any of the items for which it met the 10 percent criterion.

The Department’s major governmental funds are the following:

State Road Fund(s) (Funds #10040 and 20100). The State Road Fund(s) were created by Section 67-3-65, NMSA
1978. The State Road Fund(s) are the operating fund of the Department and is used to account for substantially all of
the Department’s financial activities.

2008B GRIP Bond Debt Service Fund (Fund #10420). The fund was created when the $220,000,000 New Mexico State
Transportation Commission Revenue Bonds Series 2008B were issued in April 2008 to refund certain outstanding
bonds of the NMFA which were issued for the purpose of financing projects administered by the New Mexico
Department of Transportation.




NEW MEXICO DEPARTMENT OF TRANSPORTATION
Management's Discussion and Analysis
Year Ended June 30, 2013

1. Overview of the Financial Statements - continued

Information is presented separately in the Governmental Fund Balance Sheet and in the Governmental Fund Statement
of Revenues, Expenditures, and Changes in Fund Balances for the three major funds. Data from the other 49 funds are
combined into a single, aggregated presentation. Individual fund data for each of these non-major governmental funds
is provided in the form of combining statements in this report. See pages 168 through 194.

Proprietary Funds

The Department has one type of proprietary fund. An enterprise fund is used to report the same functions presented as
business-type activities in the government-wide financial statements. The Department uses its enterprise fund to
account for the State Infrastructure Bank, since its purpose is to make loans for road projects.

Proprietary funds provide the same type of information as the government-wide financial statements. The proprietary
fund financial statements provide separate information for the State Infrastructure Bank since it is considered to be a
major fund of the Department.

The basic proprietary fund financial statements can be found on pages 38 through 39 and the cash flows statement is
on page 40 of this report.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the government-
wide and fund financial statements. The notes to the financial statements start on page 43.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain other
supplementary information including the Schedule of Severance Tax Bonds, Schedule of Special Appropriations,
Schedule of Petty Cash Deposit Accounts, Schedule of State Road Fund User and Fuel Taxes, Schedule of Debt
Service and Coverage Ratios and the Schedule of Expenditures of Federal Awards.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator or the Department's financial position. At June
30, 2013, the Department's assets exceeded liabilities by $5,403,702,182.

The largest portion of the Department's net position reflect its investments in capital assets (e.g., land, building,
equipment, improvements, and infrastructure) less any debt and unspent bond proceeds used to acquire those assets
that are still outstanding. Although the Department’s investment in its capital assets is reported net of related debt and
unspent bond proceeds, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Management's Discussion and Analysis
Year Ended June 30, 2013

1. Overview of the Financial Statements - continued

Net Position

As of June 30, 2013 and 2012, the Department has positive balances in two categories of net position, both for the
government fund financial statement as a whole, as well as for its separate categories - governmental and business-
type activities. Table A-1 summarizes the Department’s net position for the fiscal years ended June 30, 2013 and 2012.

Table A-1 The Department's Net Position

Governmental Activities Business-type Activities

2013 2012 2013 2012
Assets:
Current and other assets $ 498,230,423 $ 617,291,608 $ 20,939,797 $ 20,723,225
Capital assets and other 6,623,581,695 6,986,486,203 - -
Total Assets $ 7,121812,118 $ 7,603,777,811 $ 20,939,797 $ 20,723,225
Deferred Outflows:
Deferred loss on refunding $ 85,651,424 $ 76,507,362 $ - $ -
Deferred outflow of resources 58,445,464 137,082,035 - -
Total Deferred Outflows $ 144,096,888 $ 213,589,397 $ - $ -
Total Assets and Deferred Outflows $ 7,265909,006 $ 7,817,367,208 $ 20,939,797 $ 20,723,225
Liabilities:
Current liabilities $ 284,794,101 $ 76,507,362 $ 212,264 $ -
Long-term liabilities 1,598,140,256 137,082,035 - -
Total Liabilities $ 1,882,934,357 $ 213,589,397 $ 212,264 $ -
Net Position:
Net Investment in Capital Assets $ 4,884,648,804 $ 5,001,281,378 $ - 8 -
Restricted 498,325,845 608,418,193 20,727,533 20,661,008
Total Net Position $ 5382974649 $ 5,609,699,571 $ 20,727,533 $ 20,661,008
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Management's Discussion and Analysis
Year Ended June 30, 2013

1. Overview of the Financial Statements - continued

Total
2013 2012
$ 519,170,220 $ 638,014,833
6,623,581,695 6,986,486,203

$ 7142751915 $

7,624,501,036

$ 85,651,424 $ 76,507,362
58,445,464 137,082,035

$ 144,096,888 $ 213,589,397
$ 7,286,848,803 $  7,838,090,433
$ 285,006,365 $ 76,507,362
1,598,140,256 137,082,035

$ 1,883,146,621 $ 213,589,397

$ 4,884,648,804 $
519,053,378

5,001,281,378
629,079,201

$ 5403,702,182 $

5,630,360,579
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Management's Discussion and Analysis
Year Ended June 30, 2013

1. Overview of the Financial Statements - continued

Changes in Net Assets

Table A-2 provides a summary of the Department's operations for the years ended June 30, 2013 and 2012.
Governmental activities decreased the Department's net position by $226,724,922 in 2013 and decreased the
Department's net assets by $84,919,852 in 2012. Business-type activities increased the Department’'s net assets by
$66,525 in 2013 and by $68,642 in 2012, due to interest income earned during the year.

Table A-2 Changes in the Department's Net Assets

Governmental Activities Business-type Activities
2013 2012 2013 2012
Revenues:
Program revenues:

Charges for services $ 45,850,237 $ 33,838,571 $ - $ -

Operating grants 20,880,640 30,830,847 - -

Capital grants 441,146,787 440,135,455 - -
General revenues:

User and fuel taxes 390,149,214 386,438,418 - -

Interest income 3,804,981 3,895,557 66,525 68,642
Special revenues:

Gain (loss) on disposal of assets 1,149,083 (71,697) - -
Total Revenues 902,980,942 895,067,151 66,525 68,642
Expenses:

Programs and infrastructure 842,638,581 593,274,035 - -
Transportation and highway operations 202,343,925 376,172,487 - -
Program support 92,803,958 48,777,112 - -
Total Expenses 1,137,786,464 1,018,223,634 - -
Net Revenues Before Transfers and

Reversions (234,805,522) (123,156,483) 66,525 68,642
Transfers and Reversions 8,080,600 38,236,631 - -
(Decrease) Increase in Net Position (226,724,922) (84,919,852) 66,525 68,642
Net Position, Beginning of Fiscal Year 5,609,699,571 5,702,624,599 20,661,008 20,592,366
Restatement (See Note 25) - (8,005,176) - -
Net Position, Beginning of Fiscal Year, as restated 5,609,699,571 5,694,619,423 20,661,008 20,592,366
Net Position, End of Fiscal Year $ 5382974649 $ 5,609,699,571 $ 20,727,533 § 20,661,008

11
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1. Overview of the Financial Statements - continued

Total
2013 2012
$ 45,850,237 $ 33,838,571
20,880,640 30,830,847
441,146,787 440,135,455
390,149,214 386,438,418
3,871,506 3,964,199
1,149,083 (71,697)
903,047,467 895,135,793
842,638,581 593,274,035
202,343,925 376,172,487
92,803,958 48,777,112
1,137,786,464 1,018,223,634
(234,738,997) (123,087,841)
8,080,600 38,236,631
(226,658,397) (84,851,210)
5,630,360,579 5,723,216,965
- (8,005,176)
5,630,360,579 5,715,211,789
5,403,702,182 5,630,360,579
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Management's Discussion and Analysis
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1. Overview of the Financial Statements - continued

Governmental Funds

The Department’s governmental funds are designed to provide information on near-term inflows, outflows and balances
of spendable resources. Such information is useful in assessing the Department’s financing requirements. In
particular, unreserved fund balance may serve as a useful measure of a government’s net resources available for
spending at the end of the fiscal year.

At the end of the 2013 fiscal year, the Department’s governmental funds reported combined ending fund balances of
$353,121,345 a decrease of $117,907,354 from the prior year. Restricted fund balance indicates amounts available for
expenditures in subsequent years for the purposes for which the initial revenues were intended. Non-spendable fund
balance indicates amounts which have already been spent and now consist of inventories, long-term assets and prepaid
items and other reserved items of $46,745,709.

The changes in fund balance for the Department’s major funds for 2013 are as follows:

State Road Fund(s) (Fund #10040 and 20100) $ (13,139,404)
2008B GRIP Bond Debt Service Fund (Fund #10420) (29,643)
Major funds, net change in fund balances $ (13,169,047)

The net decrease in the State Road Fund(s) is due to an increase in expenditures for road maintenance and road
construction.

The net decrease in the 2008B GRIP Bond Debt Service Fund is due to interest costs and SWAP collateral costs
exceeding interest earnings.

13
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1. Overview of the Financial Statements - continued
Budgetary Highlights

The Department operating budgets (excludes multi-year funds) are on a modified accrual basis and not all available
funds are budgeted. The Department made revisions to the original approved budget by $82,220,667. Overall, these
changes were caused by the following significant budget adjustments:

Increase--State of Texas contribution for Park n Ride for El Paso to Las Cruces $ 323,200
Increase-Federal Transit Administration grant funds for advertising of transit services between El Paso and Las Cruces 112,374
Increase-Federal Transit Administration grant funds 1,456,029
Increase-Field supplies, contract maintenance and fuel purchases 20,000,000
Increase-Special Fund Balance Appropriation for road maintenance activities 35,000,000
Increase-Debt Service for 2004B GRIP Bonds 12,300,000
Increase--Mesa PDC warranty reimbursement work on U.S. 550 13,029,064
S 82220667

The Department's original operating budget for fiscal year 2013 was $835,501,000. The final budget for the fiscal year
was $1,302,753,851. The $467,252,851 increase in budget was mainly due to budget adjustments discussed above and
the Department's authorized practice of rolling forward into FY13 its remaining FY12 unexpended contracts and
purchase orders. The appropriation budgetary period for those FY12 unexpended contracts and purchase orders
lapses at the end of the FY12 fiscal year and the Department has to re-establish the budget in FY13 to fund the roll
forward of its unexpended contracts and purchase orders. The Department funds the budget increase by utilizing the
balance of the unused FY12 budget revenues that were originally budgeted for the unexpended contracts and purchase
orders. The roll forward budget of $385,032,184 is not included in the above schedule of budget adjustments.

Capital Assets Overview

The Department’s investment in capital assets for its governmental activities as of June 30, 2013, amounts to
$6,603,455,731 (net of accumulated depreciation). This investment in capital assets includes land, right of way,
buildings, equipment, improvement and the infrastructure. Business-type activities have no capital assets.

Major Infrastructure Projects

The Department develops plans to build a transportation system that will better serve the State of New Mexico.
Advanced and innovative strategies include building roads using a corridor approach, where an entire route between
communities is built. By designing and constructing entire corridors, the Department has been able to realize
efficiencies to benefit the state. The Department also employs innovative project development techniques, warranty
agreements and highly advanced financing techniques to accomplish the objectives of the Major Investment Program.

14
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1. Overview of the Financial Statements - continued
Capital Assets Overview - continued

Fiscal Year 2012-2013 Active Projects with a contract amount of $10 million or more:

1-10/NM 292 Interchange for 3.30 miles. - Dofia Ana County

NM 136, MP 4.000 to MP 5.000 and - Dofia Ana County

1-25, MP 220.500 to MP 222.860 for 2.358 miles - Bernalillo County

NM 26, MP 0.000 to MP 25.760 for 25.760 miles - Luna County

1-40, MP 14.692 to MP 21.267 for 6.575 miles - MC Kinnley County

US 84/285, MP 183.215 to MP 185.223 for 2.008 miles - Santa Fe County
1-40, MP 140.543 to MP 145.789 for 6.918 miles - Bernalillo County

US 54, MP 107.000 to MP 112.700 for 5.691 miles - Lincoln County

US 54, MP 112.700 to MP 119.000 for 6.345 miles - Lincoln County

US 62/180, MP 35.040 to MP 35.590 and US 285, MP 33.262 to - Eddie County
1-25, MP 239.686 to MP 242.208 for 2.522 miles - Sandoval County

US 64/87, MP 390.332 to MP 400.000 for 9.668 miles - Union County

US 64, MP 62.000 to 64.000 for 2.000 miles - San Juan County

US 64, MP 140.000 to MP 148.560 for 8.560 miles - Rio Arriba County
US 491, MP 67.700 to MP 77.000 for 9.300 miles - San Juan County

1-40, MP 150.042 to 152.334 for 2.292 miles - Bernalillo County

US 491, MP 77.000 to MP 85.200 for 8.220 miles - San Juan County

US 491, MP 59.05 to MP 67.74 for 8.69 miles - San Juan County

US 54, MP 163.230 to MP 175.098 for 11.866 miles - Lincoln County

US 491, MP 46.000 to MP 59.000 for 13.042 - San Juan County

1-25, MP 234.600 to MP 239.800 for 5.227 miles - Sandoval County
US64/87, MP 359.950 to MP 375.200 for 15.109 miles - Colfax County
I-10, Las Cruces to Texas State Line for 18.310 miles - Dofia Ana County
1-10/1-25, Interchange for 2.255 miles. - Dofia Ana County

1-40, MP 160.730 to MP 162.170 and 1-40/San Mateo - Bernalillo County
US 84/285, Santa Fe Relief Route to Santa Fe Opera and - Santa Fe County
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1. Overview of the Financial Statements - continued

Automotive and Major Road Fund Equipment

For fiscal year 2013, the Automotive and Major Road Fund Equipment modified accrual basis budget total was
approximately $10 million. Of this budget, approximately $10.0 million was fully expended at June 30, 2013.
Automotive and Major Road Fund Equipment purchased includes pickups, dump trucks, rollers, excavators, mowers,
tractors, loaders, snowplows, brooms, dozers, motor graders, spreaders, millers, trailers, motor vehicles, etc. All items
are approved during the legislative session prior to July of each fiscal year. The Department holds several sales and
public auctions during the year to liquidate old and obsolete equipment to public and private entities.

Table A-3
Department’s Capital Assets
2013 2012
Land $ 5,177,044 $ 5,177,044
Construction in Process 193,763,345 193,830,627
Right of Way 488,134,031 485,300,485
Infrastructure 14,978,703,392 15,071,694,230
Equipment and furniture 29,351,500 30,453,316
Library 102,613 102,614
Buildings 48,367,059 45,823,291
Automotive and Major Road Fund Equipment 202,599,261 205,816,651
Accumulated depreciation (9,342,742,514) (9,219,215,278)
Total $ 6,603,455731 $ 6,818,982,980

Additional information on the Department’s capital assets can be found in Note 10 of this report.
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1. Overview of the Financial Statements - continued
Debt Administration
The Department is authorized to issue bonds by authority of Section 67-3-59.1 of the New Mexico Statutes Annotated

(NMSA)(1978), as amended. The focus of the Department’s bond program is to accelerate transportation construction
projects while maintaining strong debt service coverage ratios and minimizing the costs of borrowing.

At June 30, 2013, the Department had a total outstanding debt (bonds) of $1,479,790,000. Outstanding bond debt is
backed by the Department’s anticipated state tax revenues and FHWA revenues.

Table A-4
Department’s Outstanding Debt
2013 2012
Bonds (excludes deferred amounts on
refunding) $ 1,479,790,000 $ 1,635,870,000

The Department's total bond debt decreased by 9.5% or ($156,080,000). Total outstanding bond debt at the end of the
2013 fiscal year was $1,479,790,000 compared to $1,635,870,000 at the end of the 2012 fiscal year. The net decrease
in debt resulted from $88,448,182 in principal repayments, $17,231,818 in net bond refunding's and $50,400,000 in
bonds defeased. See Note 13 for a detail of all outstanding bonds.

The Department did not pay any arbitrage to the Internal Revenue Service for any excess interest earned on bond
proceeds during the fiscal year and did not have any arbitrage liability at the end of the fiscal year.
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Management's Discussion and Analysis
Year Ended June 30, 2013

2. Economic Factors and Revenue Forecasts

Economic and Demographic Characteristics

New Mexico is the 36th largest state by population and the fifth largest in land area. According to the decennial census
the State’s population as of April 1, 2010 was 2,059,179. Between 2000 and 2010, the State was the fifteenth fastest
growing state, as the population increased 13.2 percent from the 2000 population of 1,819,046. Over the same period
of time, the national population grew 9.7 percent. Most of this population growth is occurring in or near the larger cities.
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 Dona Ana County; the Santa Fe MSA is Santa Fe
County, and the Farmington MSA is San Juan County. The fastest growing counties in the state are Sandoval, Dona
Ana, Bernalillo, Valencia and Lea.

Major industries in the State are energy resources, semi-conductor manufacturing, tourism, services, agriculture-
agribusiness, government, and mining. In 2011, New Mexico was the 6th largest producing state of natural gas and the
6th largest producing state of onshore crude oil. In 2011 coal, copper and potash production value exceeded $2 billion
and the state ranked 13th, 3th and 1st respectively in the US. The mining and logging industry employed more than
24,000 New Mexicans in 2013. Major federally funded scientific research facilities at Los Alamos, Albuquerque and
White Sands are also a notable part of the State’s economy. The state’s major transportation routes include Interstate-
25, running north-south from El Paso, Texas through Las Cruces, Albuquerque, Santa Fe, Las Vegas and Raton, New
Mexico toward Pueblo and Denver, Colorado. Major east-west routes, especially important to interstate commercial
carrier traffic, include Interstate-10 from El Paso, Texas to Tucson and Phoenix, Arizona, and Interstate-40 from
Amarillo, Texas through Tucumcari, Albuguerque and Gallup, New Mexico to Flagstaff, Arizona.

Revenue Forecasts and Budgets

Federal Revenue:

FHWA Revenue - Federal Revenue — The amount of FHWA revenue (obligation authority) available to all states has
slightly increased as a result of the passage of the 5 year transportation reauthorization bill entitled “Safe, Accountable,
Flexible, and Efficient Transportation Equity Act for the 21st Century — A Legacy for Users” “SAFETEA-LU” in 2005. The
amounts of “obligation limitation” available to New Mexico are $287.5 million in FY2005, $292.8 million in FY2006,
$271.1 million in FY2007, $253.5 million in FY2008, $372.5 million in FY2009, $314.8 million in FY2010, $321.8 million
in FY2011, $322.1 million in FY12. MAP-21 was signed and is in effect for FY13 and FY14, FY13’s obligation authority
was $318.3 million.
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Management's Discussion and Analysis
Year Ended June 30, 2013

2. Economic Factors and Revenue Forecasts - continued

Federal Transit Administration Funds - NMDOT reported revenue of $13,182,849 in FY 2013 Federal Transit
Administration grant funds.

National Highway Traffic Safety Administration Funds - NMDOT reported revenue of $7,697,791 in FY 2013 of National
Highway Traffic Safety Administration grant funds.

ARRA Revenue - $10,230,658 revenue of FY 2013 ARRA funds from FHWA.

State Revenue:

Revenues for the New Mexico Department of Transportation over the long-term (20 years) are characterized as being
steady and growing at rates associated with the Consumer Price Index (CPI). There have been periods of stronger and
slower, even declining, rates of growth. From fiscal years 1988 to 2000, the average annual compound growth rate was
2.7% and from 2003 to 2007 it was 7.5%. In fiscal year 2001, there was a contraction and then a slowdown due to
economic recession that lasted three years.

Department of Transportation revenues was not immune from the latest recession. However, diversity of revenue
sources helped to moderate the impact. State Road Fund revenues are split roughly half and half between passenger
car based and interstate trucking sourced. Those revenues associated with trucking (special fuel and weight/distance)
were negatively influenced by the US economic recession during FY2008 through FY2010 and fell about 15% while
passenger cars based revenues (gasoline and vehicle registrations) have been comparatively more stable. With recent
current improvements in the US economy, trucking activity has begun to improve and concurrently there has been an
increase in the trucking related revenues. FY 2007 was the peak year for Road Fund revenues before the recession; FY
2010 was the low point with revenues falling by over $35 million or 9%. FY 2018 is forecast to be the year that revenues
finally surpass the FY 2007 level, with the peak-to-return cycle lasting 11 years: falling for 3 years by 10% and slowly
climbing for 8 years to fully recover.

The latest (July 2013) revenue forecast for the State Road Fund expects a revenue decline of 1.6% in FY2014, followed
by growth in the 0.5% to 1.7% range during the subsequent four fiscal years. The revenue decline forecast for the
Department as a whole is somewhat less at 1.2% for FY2014, followed by growth in the 0.5% to 1.8% range during the
subsequent four fiscal years.
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Management's Discussion and Analysis
Year Ended June 30, 2013

2. Economic Factors and Revenue Forecasts - continued

State Revenue Forecasts - Major Revenue Sources

In the fall of 2003, a special session of the New Mexico Legislature was held and transportation rates and fees were
raised on special fuels (primarily diesel), weight/distance trucking rates and motor vehicle registration fees. The basis of
these increases was to provide $40 million annually for the debt service on GRIP, a large, multi-year road construction
program. The increases were designed also to add $20 million for road maintenance. These rate/fee increases, along
with the strong economy, added almost $100 million (36%) from FY 2003 to FY 2007 to the annual State Road Fund
revenue levels.

The budget estimate for state tax and fee revenue is prepared in July/August and December/January for each year for
the budget year ending 24 months (or 18 months) later. Each fiscal year's revenue estimate is formally assessed six
times: twice before the year begins, twice during the fiscal year and twice after the end, with the final numbers being the
actual audit.

In fiscal years 2005 through 2007, state revenues from gasoline, special fuels, weight/distance and vehicle registrations
grew by $47.7, $15.9, $18.7, million each year, respectively. In fiscal years 2008 through 2010, these same revenues
declined $13.2, $19.0 and $5.6 million each year. These four revenue sources constitute 93% of the state road fund.
These revenues were consistent with the forecasts for the periods and did add the expected $60 million for GRIP debt
service and highway maintenance expenditures. Strong economic trends, particularly in the trucking industry, also
helped to provide for strength in revenue growth in FY 2005 through FY 2007 and have led the decline in FY 2008
through FY 2010, and are now the primary contributors to the return to historic levels. On the other hand, gasoline
revenue is expected plateau and decline in FY2017.

Due to the size and importance of each of these four sources, a look at each individually helps to provide a more
complete picture of the Department’s revenues.

Gasoline tax is the largest of State's revenue sources, providing about $112 million in revenue in FY 2013. This tax is
17 cents per gallon of gasoline sold, with about three-fourths going to the state road fund and the remainder going
primarily to municipalities and counties. It is the one major tax that was not increased during the special session of
2003. Historically, gasoline gallons sold increased until 1995, remained relatively stable from 1995 to 1999, and
decreased in 2001, when they again stabilized. The peak years were 1995 to 1999, with 1998 providing $117.9 million.
When increases, slowing and plateaus are discussed in conjunction with gasoline revenues, it should be noted that they
are very moderate changes.

Of much interest and frequent query, is how the gasoline usage (gallons) has fared during the dramatic price increase
between 2004 and 2008 and in light of the economic slowdown. Somewhat surprisingly, for New Mexico, there was
surprisingly little change in gasoline usage.
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Management's Discussion and Analysis
Year Ended June 30, 2013

2. Economic Factors and Revenue Forecasts - continued

Special fuel tax (primarily diesel) is the second largest of the state's revenue sources, providing about $92.5 million in
FY 2013, down from the peak of $101.5 in FY 2008. The tax per gallon was raised from 18 to 21 cents per gallon
effective in FY 2005. Of the 21 cents, the State Road Fund receives 19 cents, with the remainder going to the Local
Governments Road Fund. Including the 2003 special legislative session rate increase, special fuels grew by $27.0
million, or 36%, from FY 2004 to FY 2008. Historically, special fuel revenue has grown robustly with an average annual
compound growth rate of 5.2% from 1988 to 2008. After the collapse of the national housing bubble, special fuel
revenue fell to a low $85.6 million in FY 2009 and has since climbed slowly to $92.5 million in FY 2013.

Weight/Distance tax is charged on trucks over 26,000 pounds and varies by weight and distance traveled in New
Mexico. In ranges from a rate of around one cent per mile for vehicles weighing 26,001 to 28,000 pounds to slightly over
4 cents per mile for vehicles weighing over 78,000 pounds. It is historically the third largest revenue producer, with
about $73.5 million in revenue in FY 2013, down from the peak of $77.4 million in FY 2008. Its rates, too, were raised in
the fall 2003 special session. Prior to the tax rate increase, revenues averaged $50+ million. After FY 2004, revenue
increased from 43% to 50%, primarily due to the 38% tax rate increase. (It should be noted that an additional “bump”
increase occurred in 2007 because of revenue accrual accounting changes.)

During the latest economic recession, declining consumer durable goods expenditures led to a fairly steep and sudden
reduction in freight of all types including air, ship, rail and truck. That decline was in the range of 20% and began in
December, 2008. Corresponding reductions in State Road Fund trucking related revenues began in March 2009 and, in
only four months, dropped the annual revenue by $2 million in FY2009. The full year impact in FY2010 of this
Weight/Distance tax revenue decline was a $7.8 million decrease relative to FY2008.

Motor vehicle registration fees are now the third largest revenue source at about $74.1 million in FY 2013. These fees
were raised in the 2003 Special Legislative session by about 33%, and revenue increased by about $20.7 million or
39%, from FY 2004 to FY 2008. The fees are based on three weight classes for passenger vehicles and 14 weight
classes for trucks and commercial carriers. The annual registration fees for trucks over 26,000 pounds are low because
those vehicles are subject to the weight/distance taxes, discussed above. This revenue, like gasoline, has remained
stable during both the economic expansions and recessionary periods.

Two revenue sources have been impacted negatively by recent federal procedure rulings and legislation. One is the Trip
Tax and the other is New Mexico Public Regulation Commission common carrier registration fees. Trip Tax is charged
on trucks in lieu of the weight/distance tax and vehicle registration fees for those trucks/companies not registered for
weight/distance. What was called a cab card and carried in each truck was used for weight/distance registration
identification. Federal regulations now prevent states from requiring the showing of state-specific taxpayer
documentation cards. Trip tax rose to a peak of $8.6 million in FY 2006 and provided revenues of about $5.0 million in
FY 2013. New Mexico is one of four states that impose a weight/distance tax and its associated trip tax. There have
been strong investments recently in reporting enforcement and an optical scanning computer truck identification
interface with the weight/distance tax data base. These have been accompanied by penalty increases for improper
weight/distance tax filing, capital improvements at ports of entry and statewide enhanced documentation checks.

21



NEW MEXICO DEPARTMENT OF TRANSPORTATION
Management's Discussion and Analysis
Year Ended June 30, 2013

2. Economic Factors and Revenue Forecasts - continued

The New Mexico Public Regulation Commission previously collected common carrier registration fees. Because of
efforts by the trucking industry to centralize registrations (because so many trucks are on the road and prorating
registrations in so many states), a new common system and procedures were passed into law in the fall of 2006. In FY
2006, the Department received $3.7 million in revenue. Under the new national system, the total fees across the country
were capped at $100 million and then apportioned such that the maximum New Mexico can now receive is $3.2 million.
Because of delays in getting the system up and running, revenue for FY 2007 came in at $377,000, $866,000 for FY
2008, $2.3 million in FY 2009, and $1.4 million in FY 2010. With improvements to this situation, FY2011 revenue came
in at about $2.7 million. Late payments from the national depository in FY 2012 led to revenue of only $881 thousand in
FY 2012 and increased revenue in FY 2013 of $3.2 million. Future years are expected slightly under $3 million per year.

Background - Gasoline Tax and Tribal Tax Sharing Agreements

The state permits gasoline to be sold at retail by registered Indian tribal distributors on Indian land free of State gasoline
tax if the applicable Indian government imposes an equivalent or higher tax (for its own benefit) on retail gasoline sales.
The growth in tribal market share initially out-paced the overall growth rate of gasoline sales as a result of competitive
pricing, casino traffic, and new tribal travel centers. Over the past few years tribal sales had been declining from around
62 million to 56 million gallons per year, but grew to 68.9 million gallons in FY 2013.

In 2003 and 2004, legislation allowed the state to enter into “tax sharing agreements” with the two Native American
Pueblos that were previously entitled to market a limited amount of state-tax-free gasoline outside reservation
boundaries. Under the agreements, 40% of the tax collected on 30 million gallons of gasoline per year will be shared
with each of the two Pueblos, in exchange for the Pueblos ceasing their wholesale sales activities outside reservation
boundaries. The result of these agreements (entered into on January 1, 2004 and July 1, 2004) was significantly more
predictable gasoline revenues. These agreements also resulted in a net revenue gain for the State while the gasoline
excise tax was higher than the average gross receipts tax otherwise imposed. The term of the two agreements was for a
period of 10 years. Chapter 15, Laws 2010 (Senate Bill 59 from the 2010 regular legislative session) allows these
agreements to be extended under the same terms for an additional 10 years.

3. Contacting the Department’s Financial Management

This financial report is designed to provide citizens, taxpayers, customers, legislators and investors and creditors with a
general overview of the Department’s finances and to demonstrate the Department’s accountability for the money it
receives. If you have any questions about this report or need additional financial information, contact:

Attn: Accounting Services Director
New Mexico Department of Transportation
1120 Cerrillos Road
P.O. Box 1149
Santa Fe, New Mexico 87504-1149
(505) 827-5108
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Statement of Net Position

As of June 30, 2013
Business-type
Governmental Activities (State

Activities Infrastructure Bank) Total

Current Assets:
Cash (Note 2):
Unrestricted $ 2,100 $ - $ 2,100
Cash equivalents (Note 2):

(Investment in state general fund investment pool)

Restricted 231,156,834 20,937,669 252,094,503
Managed by NMFA 121,162,072 - 121,162,072
Receivables:
Taxes receivable, net 62,720,003 - 62,720,003
Accounts receivable, net (Note 3) 702,454 - 702,454
Interest receivable 2,969 - 2,969
Notes and loans receivable (Note 5) 2,649 - 2,649
Other receivables 20,106 - 20,106
U.S. Department of Transportation (Note 6) 53,678,130 - 53,678,130
Due from other funds (Note 7) 212,264 - 212,264
Due from other state agencies (Note 8) 1,951,080 2,128 1,953,208
Inventories (Note 9) 14,420,684 - 14,420,684
Prepaid expense - other 2,753 - 2,753
Prepaid expense - NM44 warranty 3,189,111 - 3,189,111
Property held for resale, net 9,007,214 - 9,007,214
Total Current Assets 498,230,423 20,939,797 519,170,220

Non-Current Assets:

Prepaid expense - NM44 warranty, net 20,125,964 - 20,125,964
Capital assets, net (Note 10) 6,603,455,731 - 6,603,455,731
Total Non-Current Assets 6,623,581,695 - 6,623,581,695
Total Assets $ 7,121,812,118 $ 20,939,797 $ 7,142,751,915

Deferred Outflows of Resources:

Deferred loss on refunding (Note 13) 85,651,424 - 85,651,424
Deferred outflow of resources (Note 13) 58,445,464 - 58,445,464
Total Deferred Outflows of Resources $ 144,096,888 $ - $ 144,096,888
Total Assets and Deferred Outflows of Resources $ 7,265,909,006 $ 20,939,797 $ 7,286,848,803

See Report of Independent Auditors and Notes to Financial Statements
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Statement of Net Position

As of June 30, 2013

Current Liabilities:
Accounts payable and contracts payable,
including retainage of $8,380,052
Due to other agencies (Note 12)
Due to other funds (Note 7)
Due to state general fund
Payable to other governments
Unearned revenue
Other accrued expenses
Other liabilities

Short-term note payable (taxable line of credit) (Note 13)

Current portion of long-term obligations (Note 13):

Compensated absences
Debentures payable

Capitalized bond premium

Total Current Liabilities

Long-Term Liabilities:
Long-term obligations (Note 13):
Derivative instruments interest rate swap
Debentures payable

Capitalized bond premium, net

Total Long-Term Liabilities
Total Liabilities

Net Position:
Net investment in capital assets
Restricted for:
Unspent bond proceeds
Loans
Specific purposes

Total Net Position

Total Liabilities and Net Position

See Report of Independent Auditors and Notes to Financial Statements
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Business-type

Governmental Activities (State

Activities Infrastructure Bank) Total
92,092,148 - 92,092,148
35,816,037 - 35,816,037
- 212,264 212,264
102,619 - 102,619
108 - 108
4,555,427 - 4,555,427
2,399,177 - 2,399,177
326,503 - 326,503
23,000,000 - 23,000,000
5,884,241 - 5,884,241
106,610,000 - 106,610,000
14,007,841 - 14,007,841
284,794,101 212,264 285,006,365
98,376,625 - 98,376,625
1,373,180,000 - 1,373,180,000
126,583,631 - 126,583,631
1,598,140,256 - 1,598,140,256
1,882,934,357 212,264 1,883,146,621
4,884,648,804 - 4,884,648,804
45,813,247 - 45,813,247
- 20,727,533 20,727,533
452,512,598 - 452,512,598
5,382,974,649 20,727,533 5,403,702,182
7,265,909,006 20,939,797 7,286,848,803




NEW MEXICO DEPARTMENT OF TRANSPORTATION
Statement of Activities

For the Year Ended June 30, 2013

Program Expenses:
Programs and infrastructure
Transportation and highway operations
Program support

Total Program Expenses

Program Revenues:
Charges for services
Operating grants
Capital grants

Total Program Revenues

Net Program Revenue (Expense)

General Revenues (Losses):

User and fuel taxes

Interest income

Gain (loss) on disposal of assets and adjustments
Total General Revenues (Losses)

Transfers:
Reversions to state general fund (Note 15)
Transfers from: severance tax bond appropriation (Note 4)
Transfers from (to) other state agencies
and local governments, net (Note 11)
Total Transfers

Net General Revenues and Transfers

Change in Net Position/Operating Income

Net Position, Beginning of Fiscal Year, as restated (see Note 25)

Net Position, End of Fiscal Year

Business-type

Governmental Activities (State
Activities Infrastructure Bank) Total
$ 842,638,581 $ - $ 842,638,581
202,343,925 - 202,343,925
92,803,958 - 92,803,958
1,137,786,464 - 1,137,786,464
45,850,237 - 45,850,237
20,880,640 - 20,880,640
441,146,787 - 441,146,787
507,877,664 - 507,877,664
(629,908,800) - (629,908,800)
390,149,214 - 390,149,214
3,804,981 66,525 3,871,506
1,149,083 - 1,149,083
395,103,278 66,525 395,169,803
(209,930) - (209,930)
13,040,000 - 13,040,000
(4,749,470) - (4,749,470)
8,080,600 - 8,080,600
403,183,878 66,525 403,250,403
(226,724,922) 66,525 (226,658,397)
5,609,699,571 20,661,008 5,630,360,579
$ 5,382,974,649 $ 20,727,533 $ 5,403,702,182

See Report of Independent Auditors and Notes to Financial Statements
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Statement of Activities
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Balance Sheet - Governmental Funds

As of June 30, 2013
Major Funds

State 2008B GRIP
Road Fund(s) Bond Debt Service
(SHARE 10040 and Fund Other Total
20100) (SHARE 10420) Governmental Governmental

Assets:
Cash: (Note 2)

Unrestricted $ 2,100 $ - $ - $ 2,100

Restricted - - - -
Cash Equivalents: investment in state
general fund investment pool) (Note 2)

Unrestricted 159,172,462 - 71,984,372 231,156,834

Restricted - - - -

Managed by NMFA 65,032 23,730,932 97,366,107 121,162,071
Receivables:

Taxes receivable, net 57,376,319 - 5,343,684 62,720,003

Accounts receivable, net (Note 3) 702,104 - 350 702,454

Interest receivable - 1,021 1,947 2,968

Notes and loans receivable (Note 5) 2,649 - - 2,649

Other receivables 20,106 - - 20,106
Due from:

U.S. Department of Transportation (Note 6) 43,123,426 - 10,554,705 53,678,131

Other funds (Note 7) 18,823,201 - 5,756,495 24,579,696

Other state agencies (Note 8) 35,970 - 1,915,107 1,951,077
Inventories (Note 9) 14,420,684 - - 14,420,684
Prepaid expenses - other 2,753 - - 2,753
Prepaid expenses - risk management - - - -
Prepaid expense - NM44 warranty 23,315,075 - - 23,315,075
Property held for resale 9,007,214 - - 9,007,214
Total Assets $ 326.069.095 $ 23,731,953 $ 192,922,767 $ 542,723,815
Liabilities and Fund Balances:
Liabilities:
Accounts payable $ 74,524,669 $ 176,957 $ 17,390,628 $ 92,092,254
Due to other funds 10,688,049 6,409,295 7,270,088 24,367,432
Due to other agencies (Note 12) 20,202,822 - 15,613,215 35,816,037
Due to state general fund - - 102,619 102,619
Unearned revenue 2,059,567 - 9,438,883 11,498,450
Other accrued expenses 2,371,242 - 27,931 2,399,173
Other liabilities 326,505 - - 326,505
Short-term notes payable

(taxable line of credit) - 16,771,760 6,228,240 23,000,000
Total Liabilities 110,172,854 23,358,012 56,071,604 189,602,470
Fund Balances:
Non-spendable 46,745,709 - - 46,745,709
Restricted - 373,941 104,871,524 105,245,465
Committed 180,505,527 - 39,045,257 219,550,784
Assigned - - - -
Unassigned (11,354,995) - (7,065,618) (18,420,613)
Total Fund Balances 215,896,241 373,941 136,851,163 353,121,345
Total Liabilities and

Fund Balances $ 326,069,095 $ 23731953 $ 192,922 767 $ 542,723,815

See Report of Independent Auditors’ and Notes to Financial Statements
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Reconciliation of the Balance Sheet-Governmental Funds to the Statement of Net Position

As of June 30, 2013

Total Net Position - Governmental Funds
(Governmental Fund Balance Sheet) $ 353,121,345

Amounts reported for governmental activities in the Statement of

Net Position are different because:

Amounts recorded as deferred revenue in the governmental funds
that were not received within the period of availability - 60 days

after year end; recorded as revenue in the Statement of Activities:

Balance Sheet - Governmental Funds 11,498,450
Statement of Net Position (4,555,427)
Change in deferred revenue 6,943,023

Capital assets used in governmental activities are not financial

resources and, therefore, not reported in the funds:

The cost of capital assets is 15,946,198,245
Accumulated depreciation is (9,342,742,514)
Total capital assets 6,603,455,731

Long-term debt not recorded as liabilities in the governmental

funds, but recorded as long-term liabilities in the Statement of

Net Position:
Debentures payable (bonds only) (1,479,790,000)
Deferred loss on refunding (net of current period amortization) 85,651,424
Compensated absences (5,884,241)
Ineffective swaps (39,931,161)

Capitalized bond premiums not recorded in the governmental
funds as a liability, net of amortization: (140,591,472)

Net Position of Governmental Activities (Statement of Net Position) $ 5,382,974,649

See Report of Independent Auditors' and Notes to Financial Statements
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Statement of Revenues, Expenditures and Changes in Fund Balance - Governmental Funds

For the Year Ended June 30, 2013

Revenues:

User and fuel taxes

U.S. Department of Transportation
U.S. Department of Energy
Fees and fines

Licenses and permits
Charges for services

DWI interlock device

Other revenue

Interest earnings

Total Revenues

Expenditures:
Current:
Operating costs
Personal services
Out-of-state travel
Grants and services
Travel
Maintenance and repairs
Supplies
Contractual services
Other costs
Employee benefits
Capital outlay
Debt service:
Principal
Interest
Trustee and broker fees
Debt issuance costs
Total Expenditures

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses):
Appropriations, net of reversions (Note 15)
Transfers: severance

tax bond appropriation
Transfers from (to) other agencies (Note 11)
Transfers from (to) escrow agent (Note 11)
Transfers: intra-agency (Note 11)
Proceeds from LT notes payable (Note 11)
Face value of debentures payable (Note 11)
Premiums of debentures payable (Note 11)
Total Other Financing Sources (Uses)

Net Changes in Fund Balances
Fund Balance, June 30, 2012

Fund Balance, June 30, 2013

Major Funds

State

Road Fund(s)

2008B GRIP

Bond Debt Service

See Report of Independent Auditors' and Notes to Financial Statements
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(SHARE 10040 and Fund Other Total
20100) (SHARE 10420) Governmental Governmental
365,446,818 $ - $ 24,702,394 $ 390,149,212
412,775,461 - 42,308,942 455,084,403
- - 59,416 59,416
8,077,279 - 12,717,781 20,795,060
3,290,000 - 660 3,290,660
20,750,227 - 1,780,140 22,530,367
241,171 1,111,427 2,452,385 3,804,983
810,580,956 1,111,427 84,021,718 895,714,101
12,158,344 - 36,253 12,194,597
88,948,727 - 1,025,179 89,973,906
62,527 - 11,614 74,141
1,907,233 - 52,799,049 54,706,282
19,788,122 - 2,366 19,790,488
9,220,011 - 88,238 9,308,249
40,077,795 - 20,005 40,097,800
120,098,503 - 1,419,758 121,518,261
6,769,036 743,134 322,512 7,834,682
40,960,229 - 357,319 41,317,548
340,357,194 - 68,513,490 408,870,684
70,608,884 - 68,239,298 138,848,182
72,918,244 397,936 3,245,208 76,561,388
- - 605,845 605,845
823,874,849 1,141,070 196,686,134 1,021,702,053
(13,293,893) (29,643) (112,664,416) (125,987,952)
- - (209,930) (209,930)
- - 13,039,998 13,039,998
(5,710,524) - 961,054 (4,749,470)
5,865,013 - (5,865,013) -
154,489 - 7,926,109 8,080,598
(13,139,404) (29,643) (104,738,307) (117,907,354)
229,035,645 403,584 241,589,470 471,028,699
215,896,241 $ 373,941 $ 136.851.163 $ 353121345



NEW MEXICO DEPARTMENT OF TRANSPORTATION
Reconciliation of Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental
Funds to the Statement of Activities

For the Year Ended June 30, 2013

Net Changes in Fund Balances - Total Governmental Funds
(Statement of Revenues, Expenditures, and Changes in Fund Balances) $ (117,907,354)

Amounts reported for governmental activities in the Statement of Activities are

different because:
Net change in unearned revenue adjustments from prior to current year (reported as a

liability in the Balance Sheet-Governmental Funds and reported as revenue in the

Statement of Activities.) 673,575
In the Statement of Activities, certain operating expenses - compensated absences
(sick and annual leave) - are measured by the amounts earned during the year to the
Governmental Funds, however, expenditure for these items are measured by the
amounts of financial resources used (essentially, the amounts actually paid). The
increase (decrease) in the compensated absences liabilities for the fiscal year was: 77 861
The Statement of Revenues, Expenditures and Changes in Fund Balances report
capital outlays as expenditures. In the Statement of Activities, the cost of those assets
is allocated over their estimated useful lives and reported as depreciation expense. In
the current period these amounts were:

Capital outlay 408,870,684

Depreciation expense (628,024,254)

Disposal of capital asset and adjustments, net book value 1,149,083
Excess of depreciation expense over capital outlay (218,004,487)
(Issuance) repayment of debentures recorded as a (source of revenue) principal
expenditure in the Statement of Revenues, Expenditures and Changes in Fund
Balances recorded as an (increase) reduction in long-term debentures payable in the
Statement of Net Position:

Bond proceeds (221,531,058)

Transfer for trustee for refunding 241,240,000

Principal payments 138,848,182

158,557,124

Ineffective swaps recorded as a reduction of assets in the Statement of Net Position (39,931,161)
Net change in deferred loss on refunding (including write off of unamortized balance of
premiums associated with the refunded bonds), which is recorded as a reduction of long-
term liabilities in the Statement of Net Position: 0144 062

See Report of Independent Auditors' and Notes to Financial Statements
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Reconciliation of Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental

Funds to the Statement of Activities

Additional bond premiums recorded as an other financing source in the Statement of
Revenues, Expenditures and Changes in Fund Balance, recorded as a liability of
$14,007,841 n the Statement of Net Position, net of $23,358,563 of amortization,
recorded as a decrease to interest expense in the Statement of Net Position:

Amortization of bond premium 14,144,068
9,214,495
(42,693,105)

Premiums refunded
Premium of new bonds issued

(19,334,542)

Change in Net Position of Governmental Activities (Statement of Activities)

$ (226,724,922)

See Report of Independent Auditors' and Notes to Financial Statements
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Statement of Net Position-Proprietary Fund

As of June 30, 2013

State Infrastructure Bank

Assets:

Current Assets:
Cash equivalents (Note 2):
Unrestricted $ -
Restricted -
Cash equivalents (Note 2):
(Investment in state general fund investment pool)
Unrestricted $ 20,937,669
Restricted -
Receivables:
Due from other funds -
Due from other state agencies 2,128
Interest receivable -

Notes and loans receivable (Note 5) -

Total Current Assets 20,939,797
Total Assets $ 20,939,797
Liabilities:

Current Liabilities:

Accounts payable and contracts payable $ -
Due to other funds 212,264
Due to other state agencies -
Due to other governments $ -
Total Current Liabilities 212,264
Total Liabilities 212,264

Net Position:

Restricted for:

Loans 20,727,533
Total Net Position 20,727,533
Total Liabilities and Net Position $ 20,939,797

See Report of Independent Auditors' and Notes to Financial Statements
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Statement of Activities-Proprietary Fund

For the Year Ended June 30, 2013

Operating Revenues (Expenses):
Interest income

Total Operating Revenues (Expenses)
Non-Operating Revenues (Expenses):
Interest income
Expense
Total Non-Operating Revenues (Expenses)
Change in Net Position/Operating Income

Net Position Beginning of Fiscal Year

Net Position, End of Fiscal Year

State Infrastructure Bank

$ .
66,525

66,525-

66,525

20,661,008

$ 20,727,533

See Report of Independent Auditors’ and Notes to Financial Statements
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Statement of Cash Flows-Proprietary Fund

For the Year Ended June 30, 2013

Cash flows provided from operating activities:

Cash flows from financing activities:
Loans issued
Loans repaid

Net increase in cash and cash equivalents

Cash and cash equivalents at June 30, 2012

Cash and cash equivalents at June 30, 2013

Reconciliation of operating income to net cash
provided from operating activities:

Operating income

Adjustment to reconcile operating income to net
cash by operating activities:
Decrease in due from Other Agency
Decrease in due to other funds

Decrease in due to local governments

Cash flows provided by operating activities:

State Infrastructure Bank

$ 68,543

669,814

738,357

20,199,312

$ 20,937,669

$ 66,525

2,018
212,264
(212,264)

$ 68,543

See Report of Independent Auditors’ and Notes to Financial Statements
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Statement of Revenues and Expenditures-Budget and Actual
(Modified Accrual Basis) - General and Major Special Revenue Funds

For the Year Ended June 30, 2013 STATE ROAD FUND(S) (SHARE 10040 and 20100)

Actual
Budgeted Amounts Amounts Variance
Original Final (Modified Accrual)  Over (Under)
Revenues:
Federal funds $ 372,571,700 $ 375,571,700 $ 412,775461 $ 37,203,761
Other state funds 125,411,000 385,170,000 397,564,324 12,394,324
Interest revenue - - 241,171 241,171
Total Revenues: 497,982,700 760,741,700 810,580,956 $ 49,839,256
Prior Year Funds Rebudgeted 335,333,028 335,333,028
$ 833,315,728 $ 1,096,074,728
Reconciliations to GAAP Revenues:
Tranfers outside the Agency -
Total GAAP Revenues $ 810,580,956
Expenditures - current and capital outlay:
Programs and Infrastructure
Personal services/employee benefits $ 23,894,300 $ 23,894,300 $ 20,990,546 $ 2,903,754
Contractual services 672,811,351 673,246,925 442 568,965 230,677,960
Other 162,024,932 162,024,932 148,713,633 13,311,299
Intra-agency transfers (in) out - - (6,824,785) 6,824,785
Reversions - - - -
858,730,583 859,166,157 605,448,359 253,717,798
Transportation and Highway Ops:
Personal services/employee benefits 96,531,600 96,531,600 88,641,961 7,889,639
Contractual services 51,392,462 83,008,190 2,322,652 80,685,538
Other 77,965,890 79,379,226 82,841,410 (3,462,184)
225,889,952 258,919,016 173,806,023 85,112,993
Program Support
Personal services/employee benefits 22,978,600 22,978,600 20,276,449 2,702,151
Contractual services 3,910,700 3,910,700 2,769,759 1,140,941
Other 13,788,500 13,788,500 14,749,474 (960,974)
Intra-agency transfers (in) out 5,764,100 5,700,900 6,670,296 (969,396)
46,441,900 46,378,700 44,465,978 1,912,722
Total Annual Budgeted Expenditures $ 1,131,062,435 $ 1,164,463,873 823,720,360 $ 340,743,513
Reconciliation to GAAP expenditures:
Accruals -
Transfers in (out) 154,489
Amortization and reversions -
Total GAAP Expenditures $ 823,874,849

The legal level of budgetary compliance is at the appropriation unit level at the entity-wide level, except for multiyear funds.

See Report of Independent Auditors' and Notes to Financial Statements
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Statement of Revenues and Expenditures-Budget and Actual
(Modified Accrual Basis) - General and Major Special Revenue Funds

For the Year Ended June 30, 2013

2008B GRIP BOND DEBT SERVICE (SHARE 10420)

Actual

Budgeted Amounts Amounts

Original Final (Modified Accrual)

Variance
Over (Under)

Revenues:
Federal funds $
Other state funds

Interest revenue

-8 -8 -8

1,111,427

1,111,427

Total Revenues:

1,111,427 §

1,111,427

Prior Year Funds Rebudgeted

Reconciliations to GAAP Revenues:
Tranfers outside the Agency
Total GAAP Revenues

Expenditures - current and capital outlay:
Programs and Infrastructure
Personal services/employee benefits $
Contractual services
Other
Intra-agency transfers (in) out

Reversions

$ 1,111,427

Transportation and Highway Ops:
Personal services/employee benefits
Contractual services
Other
Intra-agency transfers (in) out

Reversions

Program Support
Personal services/employee benefits
Contractual services
Other
Intra-agency transfers (in) out

Reversions

1,141,070

(1,141,070)

1,141,070

(1,141,070)

Total Annual Budgeted Expenditures $

1,141,070 §

(1,141,070)

Reconciliation to GAAP expenditures:
Accruals
Transfers in (out)
Amortization and reversions

Total GAAP Expenditures

$ 1,141,070

The legal level of budgetary compliance is at the appropriation unit level at the entity-wide level, except for multiyear funds.

See Report of Independent Auditors' and Notes to Financial Statements

39



NOTES TO FINANCIAL STATEMENTS



NEW MEXICO DEPARTMENT OF TRANSPORTATION
Notes to Financial Statements

NATURE OF ORGANIZATION

A primary government is any state or general purpose local government consisting of all the organizations that make
up its legal entity. All funds, organizations, institutions, agencies, departments, and offices that are not legally
separate are, for financial reporting purposes, part of the primary government. The Department, therefore, is part of
the primary government of the State of New Mexico and its financial data should be included in the financial data of
the State.

The New Mexico Department of Transportation (Department), formerly known as the New Mexico State Highway and
Transportation Department, within the State of New Mexico is responsible for planning, organizing and directing a
comprehensive transportation network. The Department was created by the Constitution of New Mexico, Article V,
Section 14; and Sections 67-3-1 through 67-3-70, New Mexico Statutes Annotated, 1978 Compilation. The Highway
& Transportation Department Reorganization Bill (House Bill 210) created the Department as of July 1, 1987. Under
this reorganization act, portions of the Transportation Department were merged into the Department to create the
Department’s Aviation and Transportation Divisions. On April 4, 2003, the Governor signed a bill changing the
Department’s name to the New Mexico Department of Transportation.

The governing body of the Department is a six person State Highway Commission. Commissioners are appointed by
the Governor, with the advice and consent of the Senate, and each serves for staggered six-year terms.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements for the Department have been prepared in accordance with accounting principles generally
accepted in the United States of America (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the standard-setting body for governmental accounting and financial reporting. The
GASB has issued Statement No. 34, Basic Financial Statements and Management Discussion and Analysis for State
and Local Governments, and Statement No. 38, Certain Financial Statement Note Disclosures. These Statements
established the financial reporting requirements for state and local governments throughout the United States. The
Department is responsible for the fair presentation of the accompanying financial statements in conformity with
accounting principles generally accepted in the United States of America. The Department has prepared required
supplementary information entitied, Management’s Discussion and Analysis, which precedes the basic financial
statements.

Financial Reporting Entity

The accompanying financial statements of the Department include all funds and activities over which the Department
has oversight responsibility. The Department is not included in any other governmental “reporting entity” as defined in
Section 2100, Codification of Governmental Accounting and Financial Reporting Standards. Even though the
Governor appoints the Commission, the Commission has decision-making authority, the power to designate
management, the responsibility to significantly influence operations and primary accountability for fiscal matters.
GASB 39 and GASB 61, Determining Whether Certain Organizations are Component Units, expands the criteria of
component units. GASB 39 and GASB 61 has no impact on the Department and the Department has no blended or
discretely presented component units during the year ended June 30, 2013.
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Financial Reporting Entity - continued

The Department, the New Mexico Finance Authority (NMFA) and the Federal Highway Administration (FHWA)
established a State Infrastructure Bank (SIB) on September 30, 1997. The SIB is a revolving loan program
accounted for as a business-type operation - enterprise fund and is administered by the Department to finance
highway projects. The initial capitalization for the SIB came from the Highway Department’s allotment of federal
funds. The Department matched the federal funds based on the required matching percentage from state funds.

Government-wide and Fund Financial Statements

The government-wide financial statements (the Statement of Net Position and the Statement of Activities) report
information of all of the activities, except for fiduciary and component units, of the Department. The effect of material
interfund activity has been removed from these government-wide statements. Governmental activities, primarily the
construction and maintenance of the State’s road system, which normally is supported by taxes and
intergovernmental revenues, are reported separately from the business-type activities of the SIB, which to a
significant extent acts as a business, loaning funds to other entities and charging interest on the loans. Operating
income for the SIB is interest income earned on the funds loaned to other entities. All other income, including interest
earned on funds on hand, is non-operating income to the SIB.

Basis of Presentation

The Statement of Activities demonstrates the degree to which the direct expenses of a function are offset by program
revenues. Direct expenses are those that are clearly identifiable with a specific department function of building and
maintaining the State’s road system (public works). Program revenues include charges to customers who purchase,
use or directly benefit from goods or services provided by a department. Program revenues also include grants and
contributions that are restricted to meeting the operational or capital requirements for public works. Taxes and other
items not properly included among program revenues are reported instead as general revenues. Resources that are
dedicated internally are reported as general revenues rather than as program revenues. The Department does not
allocate general government expenses to other functions except for depreciation (in direct) (Note 10).

Components of Net Position are restricted when constraints placed on them are either externally imposed or are
imposed by constitutional provisions or enabling legislation. Internally imposed designations of resources are not
presented as restricted net assets. When both restricted and unrestricted resources are available for use, it is
generally the Department’s policy to use restricted resources first, then unrestricted resources as they are needed.
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Basis of Presentation - continued

Governmental funds are reported as major funds in the accompanying financial statements if they meet both of the
following criteria:

Ten percent criterion- An individual governmental fund reports at least ten percent of any of the following: a) total
governmental fund assets, b) total governmental fund liabilities, c) total governmental fund revenues, or d) total
governmental fund expenditures.

Five percent criterion- An individual governmental fund reports at least five percent of the total for both governmental
and enterprise funds of any of the items for which it met the ten percent criterion.

The Department’s major governmental funds are the following:

State Road Fund(s) (Funds #10040 and 20100). The State Road Fund(s) were created by Section 67-3-65, NMSA
1978. The State Road Fund(s) combine to create the operating fund of the Department and is used to account for
substantially all of the Department’s financial activities. Section 67-3-59 NMSA establishes that this is a non-reverting
fund. This is a general fund. Individual fund data for each fund comprising the State Road Fund(s) are provided in
the form of combining statements in this report. See pages 168 to 169.

2008B GRIP Bond Debt Service Fund (Fund #10420). The fund was created when the $220,000,000 New Mexico
State Transportation Commission Revenue Bonds Series 2008B were issued in April 2008 to refund certain
outstanding bonds of the NMFA which were issued for the purpose of financing projects administered by the New
Mexico Department of Transportation.
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Measurement Focus, Basis of Accounting and Financial Statement Presentation

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

Business Type - Proprietary Fund - State Infrastructure Bank (SIB) Financial Statements. The financial statements of
the proprietary fund are reported using the economic resources measurement focus and the accrual basis of
accounting, similar to the government-wide statements described above.

Governmental Fund Financial Statements. The 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 to be available when they
are collectible within the current period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the Department considers revenues to be available if they are collected within 60 days after year-end.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. Modifications to the
accrual basis of accounting include:

Employees’ vested compensated absences are recorded as an expenditure when utilized. The
amount of accumulated compensated absences unpaid at June 30, 2013, has been reported only
in the government-wide financial statements.

Interest and principal payments on general long-term obligations is recognized as expenditures
when paid.

Executory purchase orders and contracts are recorded as a restriction of fund balance in the
Capital Project Funds and Special Revenue Funds.
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Measurement Focus, Basis of Accounting and Financial Statement Presentation - continued

The financial activities of the Department are recorded in individual funds, each of which is deemed to be a separate
accounting entity. The Department uses fund accounting to report on its financial position and results of operations.
Fund accounting is designed to demonstrate legal compliance and to aid financial management by segregating
transactions related to certain government functions or activities. A fund is a separate accounting entity with a self-
balancing set of accounts. The measurement focus is on the flow of expendable financial resources, rather than on
net income determination. All governmental funds are accounted for using the modified accrual basis of accounting.
The funds’ revenues are recognized in the period in which they become susceptible to accrual (i.e., when they are
both measurable and available to pay liabilities in the current period). “Available” is defined as collectible within the
current period or soon enough thereafter, within 60 days after year-end, to be used to pay liabilities of the current
period. Intergovernmental revenues, including Federal allotments and grants, are recorded in accordance with their
legal or contractual requirements if collected in the current period or if collectability is assured subsequent to year-
end. Grant revenues are collected in advance of the period intended to finance expenditures. If the eligibility
requirements are not met, they are recorded as deferred revenues.

The following are the governmental fund types used:

General Funds - The General Funds (Funds #10040 and 20100) are used to account for the proceeds of specific
revenue sources that are not otherwise required to be reported in a special revenue fund. The State Road Fund(s)
are the operating and general funds of the Department and are used to account for substantially all of the
Department’s financial activities. Resources are generated primarily from user and fuel taxes and federal grants.
Expenditures are incurred to build and improve the transportation system within the State of New Mexico. These
funds do not receive state general fund appropriations that are subject to reversion.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific revenue sources
that are restricted to expenditures for specified purposes. Resources are generated primarily from user and fuel
taxes and federal grants. Expenditures are incurred to build and improve the transportation system within the State of
New Mexico. These funds do not receive state general fund appropriations that are subject to reversion.

HIF Bond Fund (Fund #20200). The Highway Infrastructure (HIF) Fund was created under Laws 1998, chapters 84
and 85. This fund is used to account for acquisition for right of ways, planning, design, engineering, construction or
improvement of state highway projects. This is a non-reverting fund. The governmental fund types used by the
Department were evaluated based on the provisions of GASB Statement No. 54.

45



NEW MEXICO DEPARTMENT OF TRANSPORTATION
Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Measurement Focus, Basis of Accounting and Financial Statement Presentation - continued

Special Revenue Funds — continued

Local Government Road Fund (Fund #20300). The Local Government Road Fund was created by Section 67-3-
28.2, NMSA 1978. This fund is used to account for monies received for (1) cooperative agreements program for
construction and improvement of public highways and streets, and public school parking lots; (2) a municipal arterial
program for construction for reconstruction of highways and streets not on the state highway systems; (3) a school
bus route program for maintaining, repairing, improving and paving school bus routes, and public school parking lots;
and (4) a county arterial program for construction, reconstruction, improvement and maintenance of county roads.
Funding is received from state excise taxes. The fund does not receive state general fund appropriations that are
subject to reversion.

Federal Planning and Development Fund (Fund #10030). This fund is authorized by the Commission to account for
the planning and administration of federal grant monies and state matching funds for mass transportation and railroad
improvements. The Highway Safety Act of 1966, as amended, 23 U.S.C. 401 Et. Seq. and 23 U.S.C. 410, authorizes
the establishment of this fund. The fund does not receive state general fund appropriations that are subject to
reversion.

State Aviation Fund (Fund #20500). The State Aviation Fund was created by Section 64-1-15, NMSA 1978. This
fund is used to account for planning, construction and maintenance of a system of airports, navigation aids and
related facilities serving New Mexico. Financing is provided from all unrefunded taxes collected on the sale of motor
fuel sold for use in aircraft. This is a non-reverting fund.

Traffic Safety Fund(s). Previously three funds were combined for presentation as the Traffic Safety Fund(s). These
were the Traffic Safety Fund (#20800), the Federal Traffic Safety Fund (#10010) and the Ignition Interlock Fund
(#82600). The following three funds are now also combined into the Traffic Safety Fund(s); the Driver Improvement
Program Fund (#10020), Motorcycle Training Fund (#¥20600) and the DWI Prevention and Education Fund (#¥20700).
Individual fund data for each fund comprising the Traffic Safety Fund(s) are provided in the form of combining
statements in this report. See pages 170 through 173.

The Federal Traffic Safety Fund (#10010). The Federal Traffic Safety Fund is the fund through which federal funds
are received for various traffic safety programs. This is a non-reverting fund.

Driver Improvement Program Fund (Fund #10020). The Driver Improvement Program Fund was created by
Executive Order 87-20. This fund is used to account for the operation of a driver improvement program. Financing is
provided from fees collected for drivers’ manuals and admissions to driver training courses. This is a non-reverting
fund.
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Measurement Focus, Basis of Accounting and Financial Statement Presentation - continued
Special Revenue Funds — continued

Motorcycle Training Fund (Fund #20600). The Motorcycle Training Fund was created by Section 66-10-10, NMSA
1978. This fund is used to account for the operation of a motorcycle safety training program. Financing is provided
from motorcycle registration fees and student training fees. All money in the motorcycle training fund in excess of
amounts budgeted revert to the State Road Fund.

DWI Prevention and Education Fund (Fund #20700). The DWI Prevention and Education Fund was created by
Section 66-5-35, NMSA 1978. This fund is used to account for the operation of a DWI (Driving While Intoxicated)
prevention and education program for elementary and secondary school students. Financing is provided from limited
license and permit fees. This is a non-reverting fund.

The Traffic Safety Fund (#20800). The Traffic Safety Fund was created by Section 66-7-512, NMSA 1978. The fund
is used for the state match for the federal traffic safety fund programs. This is a non-reverting fund.

The lgnition Interlock Fund (#82600). The Ignition Interlock Fund was created by Section 66-8-102.3, NMSA 1978 for
the administration of the Ignition Interlock program. This is a non-reverting fund.

1993 Bond Project Fund (Fund #39400). The bond project fund was created due to the issuance of the December
1993 $50,000,000 State of New Mexico Highway debentures. The funds from the sale of all of the debentures were
required to be deposited in a special account with the State Treasurer. Proceeds can also be invested in U.S.
Treasury obligations held by the State Treasurer with maturities of no more than one year until needed. The funds
are to be used to finance state highway projects, pay expenses incurred to issue the debentures and payments of
rebate, penalty, interest and other obligations relating to the debentures or the proceeds. The fund does not receive
state general fund appropriations that are subject to reversion.

1999A CHAT Bond Project Fund (Fund #43000). The bond project fund was created due to the issuance of the
October 1998 $105,000,000 New Mexico State Highway Commission Senior Subordinate Lien Tax Revenue Bonds
Series 1998A and the $100,000,000 New Mexico State Highway Commission Senior Subordinate Lien Tax Revenue
Bonds Series 1999 issued in November 1999. The funds from the sale of the debentures were required to be
deposited in a special account with the State Treasurer. Also, proceeds can be invested in U.S. Treasury obligations
and repurchase agreements with maturities of no more than one year until needed. The funds are to be used to
finance state highway projects, pay expenses incurred to issue the debentures and payments of rebate, penalty,
interest and other obligations relating to the debentures or the proceeds. The fund does not receive state general
fund appropriations that are subject to reversion.
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Measurement Focus, Basis of Accounting and Financial Statement Presentation - continued

Special Revenue Funds — continued

2001A CHAT Bond Project Fund (Fund #00600). The bond project fund was created due to the issuance of the
March 2001 $198,800,000 New Mexico State Highway Commission Senior Subordinate Lien Tax Revenue Bonds
Series 2001A. The funds from the sale of the debentures were required to be deposited in a special account with the
State Treasurer. Proceeds can also be invested in U.S. Treasury obligations and repurchase agreements with
maturities of no more than one year until needed. The funds are to be used to finance state highway projects, pay
expenses incurred to issue the debentures and payments of rebate, penalty, interest and other obligations relating to
the debentures or the proceeds. The fund does not receive state general fund appropriations that are subject to
reversion.

2002C HIF Bond Project Fund (Fund #36100). The bond project fund was created due to the issuance of the May
2002 $67,750,000 New Mexico State Highway Commission Infrastructure Fund Revenue Highway Bonds Series
2002C. The funds from the sale of the debentures were required to be deposited in a special account with the State
Treasurer. Proceeds can also be invested in U.S. Treasury obligations and repurchase agreements with maturities of
no more than one year until needed. The funds are to be used to finance state highway projects, pay expenses
incurred to issue the debentures and payments of rebate, penalty, interest and other obligations relating to the
debentures or the proceeds. The fund does not receive state general fund appropriations that are subject to
reversion.

ARRA Project Fund (Fund #89000). The ARRA Project Fund was created under the American Recovery and
Reinvestment Act of 2009, a federal economic stimulus program. This fund tracks the expenditure and
reimbursement of projects which qualify under the terms of the Act. This is a non-reverting fund. This is a special
revenue fund.

WIPP Bond Project Fund (Fund #43100). The Waste Isolation Pilot Plant (WIPP) Bond Project Fund was created
under US congress Public Laws Waste Isolation Pilot Plant Withdrawal Act Public Law 102-579 of 1992 and National
Defense Act Public Law 104-201 of 1997. The funds provided under these acts become state funds under the
purposes specified under the acts. These funds are required to be used for road projects related to the Waste
Isolation Pilot Plant in Carlsbad, New Mexico. This is a non-reverting fund.

2010A Bond Project Fund (Fund #10450). The 2010A Bond Project Fund was created by the engagement of
$200,000,000 Line of Credit June 2008. The Line of Credit was engaged in with an adjustable rate and to provide
funds for certain transportation projects authorized by the Legislature that the New Mexico Department of
Transportation has determined to be necessary or desirable as part of the GRIP transportation projects. The fund
does not receive state general fund appropriations that are subject to reversion. In September 2010, the Department
refunded the Line of Credit with the NMFA State Transportation Revenue and Refunding Revenue Bonds Series
2010A.
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NEW MEXICO DEPARTMENT OF TRANSPORTATION
Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Measurement Focus, Basis of Accounting and Financial Statement Presentation - continued

Special Revenue Funds — continued

2002D CHAT Bond Project Fund (Fund #11500). The bond project fund was created due to the issuance of the
December 2002 $16,000,000 New Mexico State Highway Commission Senior Subordinate Lien Tax Revenue Bonds
Series 2002D. The funds from the sale of the debentures were required to be deposited in a special account with the
State Treasurer. Proceeds can also be invested in U.S. Treasury obligations and repurchase agreements with
maturities of no more than one year until needed. The funds are to be used to finance state highway projects, pay
expenses incurred to issue the debentures and payments of rebate, penalty, interest and other obligations relating to
the debentures or the proceeds. The fund does not receive state general fund appropriations that are subject to
reversion.

2004A GRIP Bond Project Fund (Fund #20400). The bond project fund was created when $700,000,000 New
Mexico State Transportation Senior Lien Revenue Bonds Series 2004A were issued through the New Mexico
Finance Authority in May 2004. The funds from the sale of the debentures were required to be deposited in a special
account with NMFA. Unspent proceeds are on deposit with the NMFA and recorded as restricted cash. The funds
are used to finance transportation projects, pay expenses incurred to issue the debentures and payments of rebate,
penalty, interest and other obligations relating to the debentures or the proceeds. The fund does not receive state
general fund appropriations that are subject to reversions.

2006A GRIP Bond Project Fund (Fund #10210). The bond project fund was created due to the issuance of the
September 2006 $150,000,000 Revenue Bond Series 2006A. The 2006A Bonds were issued to provide funds for
certain transportation projects authorized by the Legislature that the New Mexico Department of Transportation has
deemed necessary or desirable as part of the GRIP transportation projects. The fund does not receive state general
fund appropriations that are subject to reversion.

2006B GRIP Bond Project Fund (Fund #10230). The bond project fund was created due to the issuance of the
September 2006 $40,085,000 of State Transportation, Series 2006B Refunding Revenue Bonds. The series 2006B
Bonds were issued to provide funds to refund and restructure certain outstanding bonds of the State Transportation
Commission.

2006C GRIP Bond Project Fund (Fund #10250). The bond project fund was created due to the issuance of the
September 2006 $220,000,000 of State Transportation, Series 2006C Revenue Bonds. The series 2006C Bonds
were issued as adjustable rate securities and were issued to provide funds for certain transportation projects
authorized by the Legislature that the New Mexico Department of Transportation has determined to be necessary or
desirable as part of the GRIP transportation projects. The fund does not receive state general fund appropriations
that are subject to reversion.
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Special Revenue Funds — continued

2006D GRIP Bond Project Fund (Fund #10270). The bond project fund was created due to the issuance of the
September 2006 $50,400,000 of State Transportation, Series 2006D Revenue Bonds. The series 2006D Bonds
were issued to provide funds for an escrow account required to be maintained by the Department pursuant to a Joint
Use Agreement between the Department and the BNSF Contingent Liability Fund. The fund does not receive state
general fund appropriations that are subject to reversion.

Debt Service Funds - Debt Service Funds are used to account for the accumulation of resources for, and the
payment of, general long-term debt principal, interest and related costs. Debt service requirements are met through
the monthly transfer of vehicle and gasoline tax revenues from the State Road Fund. The Department may transfer
interest earned on the other bond issues to their respective debt service funds. These funds do not receive state
general fund appropriations that are subject to reversion.

1998A WIPP Bond Debt Service Fund (Fund #97200). The fund was created when the $100,000,000 New Mexico
State Highway Commission Subordinate Lien Tax Revenue Highway Bond Series 1998B were issued in October
1998.

1998A CHAT Bond Debt Service Fund (Fund #54800). The fund was created when the $105,000,000 New Mexico
State Highway Commission Senior Subordinate Lien Tax Revenue Bonds Series 1998A were issued in October
1998.

1999 CHAT Bond Debt Service Fund (Fund #43400). The fund was created when the $100,000,000 New Mexico
State Highway Commission Senior Subordinate Lien Tax Revenue Bonds Series 1999 were issued in November
1999.

2000 CHAT Bond Debt Service Fund (Fund #43200). The fund was created when the $201,000,000 New Mexico
State Highway Commission Senior Subordinate Lien Tax Revenue Bonds Series 2000A were issued in May 2001.

2001A CHAT Bond Debt Service Fund (Fund #00700). The fund was created when the $198,800,000 New Mexico
State Highway Commission Senior Subordinate Lien Tax Revenue Bonds Series 2001A were issued in March 2001.

2002A CHAT Bond Debt Service Fund (Fund #54700). The fund was created when the $95,000,000 New Mexico
State Highway Commission Senior Subordinate Lien Tax Revenue Bonds Series 2002A were issued in January
2002.

2002B WIPP Bond Debt Service Fund (Fund #75000). The fund was created when the $79,920,000 New Mexico
State Highway Commission Lien Tax Revenue Bonds Series 2002B were issued in January 2002.
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Debt Service Funds - continued

2002C HIF Bond Debt Service Fund (Fund #36300). The fund was created when the $67,750,000 New Mexico State
Highway Commission Infrastructure Fund Revenue Bonds Series 2002C were issued in May 2002.

2002D CHAT Bond Debt Service Fund (Fund #18700). The fund was created when the $16,000,000 New Mexico
State Highway Commission Senior Subordinate Lien Tax Revenue Bonds Series 2002D were issued in December
2002.

2004A GRIP Bond Debt Service Fund (Fund #10080). The fund was created when the $700,000,000 New Mexico
State Transportation Subordinate Lien Refunding Revenue Bond Series 2004A were issued through the New Mexico
Finance Authority in 2004.

2004B GRIP Bond Debt Service Fund (Fund #10090). The fund was created when the $237,950,000 and
$200,000,000 New Mexico State Transportation Subordinate Lien Refunding Revenue Bonds Series 2004B and
Series 2004C were issued through the New Mexico Finance Authority in May 2004. The 2004C Revenue Bond was
refunded in 2008 by the 2008A and 2008C Refunding Revenue Bonds.

2006A GRIP Bond Debt Service Fund (Fund #10220). The fund was created when the $150,000,000 New Mexico
State Highway Commission Revenue Bonds Series 2006A were issued in September 2006.

2006B GRIP Bond Debt Service Fund (Fund #10240). The fund was created when the $40,085,000 New Mexico
State Highway Commission Revenue Bonds Series 2006B were issued in September 2006.

2008A GRIP Bond Debt Service Fund (Fund #10410). The fund was created when the $115,200,000 New Mexico
State Transportation Commission Revenue Bonds Series 2008A were issued in April 2008 to refund certain
outstanding bonds of the NMFA which were issued for the purpose of financing projects administered by the New
Mexico Department of Transportation.

2008B GRIP Bond Debt Service Fund (Fund #10420). The fund was created when the $220,000,000 New Mexico
State Transportation Commission Revenue Bonds Series 2008B were issued in April 2008 to refund certain
outstanding bonds of the NMFA which were issued for the purpose of financing projects administered by the New
Mexico Department of Transportation.
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Debt Service Funds - continued

2008C GRIP Bond Debt Service Fund (Fund #10430). The fund was created when the $84,800,000 New Mexico
State Transportation Commission Revenue Bonds Series 2008C were issued in May 2008 to refund certain
outstanding bonds of the NMFA which were issued for the purpose of financing projects administered by the New
Mexico Department of Transportation.

2008D GRIP Bond Debt Service Fund (Fund #10440). The fund was created when the $50,400,000 New Mexico
State Transportation Commission Revenue Bonds Series 2008D were issued in May 2008 to refund certain
outstanding bonds of the NMFA which were issued for the purpose of financing projects administered by the New
Mexico Department of Transportation.

2009A Bond Debt Service Fund (Fund #11130). The fund was created when the $112,345,000 NMFA's State
Transportation Senior Lien Refunding Revenue Bonds, Series 2009A were issued in November 2009 to refund
portions of series 1998A, 1998B, 2001A, 2002A and 2002C.

2010A Bond Debt Service Fund (Fund #11140). The fund was created when the $174,625,000 NMFA State
Transportation Senior Lien Refunding Revenue Bonds Series 2010A were issued in October 2010 to refund a portion
of a borrowing under a tax-exempt line of credit with Bank of America N.A. and finance the costs of certain State
Transportation Projects for the Department.

2010B Bond Debt Service Fund (Fund #20450). The fund was created when the $461,075,000 NMFA State
Transportation Senior Lien Refunding Revenue Bonds Series 2010B were issued in October 2010 to refund portions
of series 2002A, 2002C, 2002D and 2004A GRIP.

2012 Refunding Bond Debt Service Fund (Fund #30850). The fund was created when the $220,400,000 NMFA State
Transportation Refunding Revenue Bonds Series 2012 were issued in December of 2012 to refund certain
outstanding bonds of the State Transportation Commission and of the Finance Authority which were issued for the
purpose of financing or refinancing projects administered by the New Mexico Department of Transportation.

Capital Project Funds - Capital Project Funds are used to account for the purchase or construction of facilities used
in the operation of the Department or other long term Department projects specifically appropriated by the state.
Expenditures are incurred to build and improve the transportation system within the State of New Mexico.

Capital Projects Fund (Fund #10050). The Capital Projects Fund is used to account for the purchase or construction
of facilities used in the operation of the Department. It is a non-major fund. This fund reverts to the State Road Fund
upon completion of the appropriation project or appropriation period.
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Capital Project Funds - continued

Severance Tax Bond Appropriations Fund (Fund #10060). The Severance Tax Bond Appropriations Fund was
created to separately account for the construction of infrastructure on behalf of other governments or other long term
Departmental projects in annual legislative appropriations. This is funded through the sale of Severance Tax Bonds
and is distributed through the Board of Finance of the Department of Finance and Administration. This fund reverts
upon completion of the appropriation project or upon expiration of the appropriation period. Appropriations are
received on a reimbursement basis as expenditures occur; therefore only budgetary reversions are made when
applicable. This is a capital projects fund.

General Fund Appropriations Fund (Fund #10070). The General Fund Appropriations Fund was created to
separately account for the construction of infrastructure on behalf of other governments or other long term
Departmental projects in annual legislative appropriations. This is funded through the transfer of funds from the State
General Fund. This fund reverts to the State General Fund upon completion of the appropriation project or upon
expiration of the appropriation period. This is a capital projects fund.

STB Capital Outlay Fund (Fund #89200). This fund was created to separately account for the construction of
infrastructure on behalf of other governments or other long term Departmental projects in annual legislative
appropriations. This is funded through the sale of Severance Tax Bonds and is distributed through the Board of
Finance of the Department of Finance and Administration. This fund reverts upon completion of the appropriation
project or upon expiration of the appropriation period. Appropriations are received on a reimbursement basis as
expenditures occur; therefore only budgetary reversions are made when applicable. This is a capital projects fund.
The existing Fund 10060 will be phased out.

GF Capital Outlay Fund (Fund #93100). This fund was created to separately account for the construction of
infrastructure on behalf of other governments or other long term Departmental projects in annual legislative
appropriations. This is funded through the transfer of funds from the State General Fund. This fund reverts to the
State General Fund upon completion of the appropriation project or upon expiration of the appropriation period. This
is a capital projects fund. The existing Fund 10070 will be phased out.
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Budgets and Budgetary Accounting

Per the General Appropriations Act of 2012, Section 3M, “For the purpose of administering the General Appropriation
Act of 2012, the state of New Mexico shall follow the modified accrual basis of accounting for governmental funds in
accordance with the manual of model accounting practices issued by the department of finance and administration.”
The budget is adopted on the modified accrual basis of accounting except for accounts payable accrued at the end of
the fiscal year that do not get paid by the statutory deadline per Section 6-10-4 NMSA 1978. Those accounts payable
that do not get paid timely must be paid out of the next year's budget. Encumbrances related to single year
appropriations lapse at year end. Appropriation periods are sometimes for periods in excess of twelve months
(multiple-year appropriations). When multiple-year appropriation periods lapse, the authority for the budget also
lapses, and encumbrances can no longer be charged to that budget.

The legal level of budgetary control is at the appropriation unit level at the entity-wide level, except for multiyear funds.

Interfund and Interagency Transactions

Transfers which, because of budgetary or legal restrictions, must be expended by funds other than the fund initially
receiving the revenue, are recorded as operating transfers in (out) under the other financing sources (uses) category
(Note 11) in the governmental fund financial statements.

Restricted Cash and Cash Equivalents

The funds deposited in the debt service funds are restricted to pay future principal and interest payments. The
remaining balance of the proceeds from the sale of the debentures, bonds and the NMFA loan are also classified as
restricted cash because of the limited use of these funds. Proceeds of the various bond issues are also invested
through the State Treasurer's Office in securities repurchase agreements with financial institutions and a money
market mutual fund that invests in U.S. Treasury securities. Cash received from the Department of Energy (for the
WIPP Project fund) in advance of incurring the eligible expenditures is also reflected as restricted cash because the
cash can only be used on specified road projects. Cash held in the State Infrastructure Bank is restricted for use in
funding loans (Note 2).

Cash and cash equivalents, for the purpose of the cash flows, has interest in the State General Fund Investment Pool
of the State Treasurer’s Office.

Taxes Receivable

Taxes receivable represent the amounts due from the New Mexico Taxation and Revenue Department for the
Department’s June 30 fiscal year user and fuel taxes that are received by the Department after year-end.
Accordingly, no allowance for uncollectible amounts is necessary. The revenue related to taxes is recorded when the
underlying transaction occurs.
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Accounts Receivable

Accounts receivable consists of amounts due from various entities: individuals and other state and local agencies
located within the State of New Mexico for the sale of maps, brochures and other materials; and for other services
performed by the Department. It is the policy of the Department to actively pursue collections of all valid accounts
receivable and to comply with Article 1V, Section 32 of the New Mexico Constitution that mandates that no amounts
owed to the State can exchanged, transferred, remitted, released or postponed. As a result of this policy, the
Department does not write off any receivable balances and, instead, provides an allowance for uncollectible
accounts. The Department has specific procedures in place for the treatment and collection of invoices past 30, 60,
90, and 120 days and, any receivables older than 120 day are moved to the allowance account at year end. A detail
listing of all uncollectible accounts is maintained and uncollectible accounts are referred to the Department’s legal
department for possible legal collection actions. The balance of receivables deemed uncollectible through the end of
FY13 was $4,594,523 and a net total of $459,229 was moved to the uncollectible account during the current fiscal
year. A total of $499,538 was recovered from the uncollectible account during the current fiscal year. (Note 3)

Severance Tax Bonds Proceeds Receivable

The State of New Mexico Legislature has authorized the State Board of Finance to issue and sell revenue bonds that
are to be retired using future taxes levied against the extractive industries in the state. The proceeds from bonds sold
are appropriated to the Department to be used for specific programs. Expenditures incurred by the Department for
such programs are reimbursable from the State Board of Finance. The severance tax bonds proceeds receivable
represents expenditures incurred by the Department, but not yet reimbursed by the Board of Finance (Note 4).

Notes and Loans Receivable
Loans receivable represent:

Loans to other governmental entities made by the State Infrastructure Bank. 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. All loans are to governmental entities and secured by certain pledged revenues. The loans are
being repaid in accordance with their loan agreements. Management's evaluation of the loan portfolio has
determined that no allowance for uncollectible loans is required at June 30, 2013. There are no loans past due for
more than 90 days as of the end of the fiscal year which require placement on non-accrual status (Note 5).
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Due From the U.S. Department of Transportation

Due from the U.S. Department of Transportation represents amounts billed and unbilled in accordance with the
various grant agreements. The “billed” portion represents contract expenditures incurred and billed by the
Department. The “unbilled” portion represents expenditures included in accounts payable that will be billed when paid
by the Department. The “excess project costs” represents costs actually incurred on a project in excess of approved
amounts. The Department provides for an allowance for uncollectible accounts in excess of project costs
classification. The allowance is based on an analysis of amounts that are reasonably assured of collection (Note 6).
There was no allowance for FY 2013.

Due From/To Other Funds

Due from/to other funds represent amounts due from and to other funds within the Department (Note 7) and are
included in the governmental fund financial statements. Inter-fund transactions are eliminated in the GAAP-basis
governmental-wide financial statements.

Due to State Treasurer's Office
The amount of negative cash balances are reported in the Due to State Treasurer's Office by fund.

Due to State General Fund (Reversions)

Reversions to the State General Fund by the Department are based on the definitions of both reverting and non-
reverting funds. Reversions are calculated by applying the percentage of reverting fund (to total budget for the
category) to the amount unexpended for the category at fiscal year-end.

Inventory
Inventory is valued at cost using the first-in, first-out method. Special Revenue Fund inventory consists of materials
used in the Department’s operations.

The inventory costs are recorded as expenditures when consumed rather than when purchased. Reported
inventories are equally offset in the unspendable fund balance, which indicates that it does not constitute “available
spendable resources” (Note 9) even though they are a component of current assets.

Prepaid Expense - NM 44 Warranty

The warranty represents the no-fault portion of 3 categories of costs that will meet performance criteria: The
pavement, which originally cost $36,100,000, is being amortized over 20 years. At the end of fiscal year 2013, the
unamortized value was $19,855,000. The structures, which originally cost $15,916,345 is being amortized over 11
1/2 years. At the end of fiscal year 2013, the unamortized value was $3,460,075. The remaining amount, which
originally cost $13,564,126, is fully amortized and has no net book value after fiscal year ending June 30, 2006 when
it became fully amortized.
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Property Held for Resale

Property held for resale represents excess land acquired through condemnation and is recorded at its estimated fair
value. The Department's management estimated the fair value based upon original cost plus inflation using the
Consumer Price Index (CPI). Reported property held for resale is equally offset by the fund balance reserve, which
indicates that they do not constitute "available spendable resources" even though they are a component of assets.

Capital Assets

Capital assets, which include property, plant, equipment, software in the equipment category, and infrastructure
assets (which is normally immovable and of value only to the state, such as roads, streets, tunnels and similar
infrastructure items), are reported in the governmental activities columns in the government-wide financial statements.
The Department has no internally developed software that requires capitalization. As a result of House Bill 1074,
effective date June 17, 2005, and Section 12-6-10 NMSA 1978 the State’s capitalization policy threshold was
changed from $1,000 to $5,000, requiring agencies to capitalize acquisitions greater than $5,000. Assets purchased
prior to June 17, 2005 were not removed and will continue to be depreciated. Purchased and constructed capital
assets are valued at historical or estimated historical cost. The Department has not capitalized any construction
period interest expense. Donated capital assets are recorded at their estimated fair value at the date of donation.

The Department records as capital assets the specific roads, tunnels and other infrastructure it owns or over which it
has primary responsibility for maintenance. According to the GASB, if the Department has the primary responsibility
for the asset’s maintenance, then the capital asset would be recorded on its books.

An estimated historical cost of the entire infrastructure on the Department’s government-wide financial statements
was determined as of June 2001. The Department calculated the replacement cost as of June 30, 2001 for its entire
infrastructure and then deflated the cost by use of a construction price level index maintained by the Federal Highway
Administration. Accumulated depreciation at June 30, 2001 was calculated based on the estimated historical cost of
the infrastructure, estimated use of the assets and using a 25 to 30-year life of the infrastructure. Current year activity
is shown in Note 10 to the financial statements.

The Department follows the depreciation method to record infrastructure assets. This method requires the
Department to allocate the cost of infrastructure assets over their useful lives as depreciation expense. Another
allowable methodology is to use the modified approach to record infrastructure. Under this process, the Department
does not record depreciation expense nor are amounts capitalized in connection with improvements to these assets,
unless the improvements expand the capacity or efficiency of an asset. If this method was used, it would require the
Department to: 1) commit to maintaining and preserving the assets at or above a condition level established by the
Department, 2) maintain an inventory of the assets and perform periodic assessments to ensure that the condition
level is being maintained, and 3) make annual estimates of the amounts that must be expended to maintain and
preserve assets at the predetermined condition levels. The Department elected to use the depreciation method as it
determined it could not meet the condition to maintain the infrastructure at a predetermined condition level due to an
anticipated lack of future funding for maintenance. All major infrastructure has been recorded.
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Capital Assets - continued

The Department records its other capital assets (buildings and machinery and equipment) at historical cost and
depreciates the assets over their estimated useful lives. Capital assets acquired in the current year in the
governmental funds are recorded as expenditures in the governmental fund financial statements. Depreciation
expense is recorded in the government-wide financial statements.

Capital assets of the Department are depreciated on the straight-line method over the assets’ estimated useful life.
There is no depreciation recorded for land and right-of-way land. Generally, estimated useful lives are as follows:

Machinery and Equipment 7 - 14 years
Buildings and Other Improvements 40 years
Infrastructure 25 - 30 years

Unearned Revenue

Unearned revenue occurs when the Department receives funds before the corresponding expense or expenditure
has been incurred, or all of the eligibility requirements have been met. The Department has received funds in
advance of work done from the Department of Energy (DOE) for road projects and other costs relating to the Waste
Isolation Pilot Plant (WIPP). Revenue is recognized when eligible expenditures are incurred for these projects and
programs and all eligibility requirements are met.

Compensated Absences

The Department accounts for the accumulated vacation and sick leave on the accrual basis in accordance with GASB
16. Accrued vacation up to 240 hours is recorded in the Statement of Net Assets at 100% of the employee's hourly
wage. In addition, accrued sick leave over 600 up to 720 hours less the amount classified as current is recorded in
the Statement of Net Assets at 50% of the employee's hourly wage. Compensatory time is accrued at a rate of one
and one-half hours for each hour of employment for which overtime compensation is required for those employees
covered by the Fair Labor Standards Act (FLSA). Employees exempt from coverage by FLSA earn one hour of
compensatory time for each overtime hour. The accrual for compensated absences is calculated at pay rates in
effect at June 30, 2013, and includes direct and incremental salary related payments, such as the employees’ share
of social security taxes.

Long-Term Obligations

Premiums, Discounts and Issuance Costs - In the government-wide financial statements, long-term debt and other
long-term obligations are presented in the column for governmental and business-type activities. The same is
presented in the proprietary fund financial statements. Bond and note premiums and discounts are capitalized and
amortized straight line over the life of the debt. Bonds and notes payable are reported net of the applicable bond
premium or discount. Bond issuance costs are recognized as an expense in the period incurred per GASB 65.
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Long-Term Obligations - continued

In the governmental fund financial statements, governmental funds recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of debt issued is reported as other financing
sources. Premiums received on debt issuance are reported as other financing sources, while discounts are reported
as other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as other expenditures.

Arbitrage Rebate Liability - Any arbitrage rebate is recorded as a liability when it is determined to be owed to the
Internal Revenue Service.

Net Position
The government-wide financial statements utilize a net asset presentation. Net assets are categorized as investment
in capital assets (net of related debt), restricted and unrestricted.

Investments in Capital Assets - is intended to reflect the portion of net assets which is associated with non-liquid
capital assets less outstanding capital asset related debt. The net related debt is the debt less the outstanding liquid
assets and any associated unamortized cost.

Restricted Assets - are liquid assets (generated from revenues and not bond proceeds), which have third-party
(statutory or granting agency) limitation on their use. When there is an option, the Department spends restricted
resources first.

Unrestricted Assets - are all other net assets that do not meet the definition of “restricted assets” or “investments in
capital assets”.

Encumbrances

With the General Appropriations Act of 2012, Section 3M establishing the modified accrual basis of accounting for
governmental funds as the budgetary basis of accounting for the state of New Mexico, encumbrances related to
single year appropriations lapse at fiscal year end. Appropriation periods for periods in excess of twelve months
(multiple-year appropriations) lapse at the end of the appropriation period, the budget also lapses, and encumbrances
can no longer be charged to that budget. Outstanding encumbrance balances for the Department's Severance Tax
Bonds and Special Appropriations are shown in separate supplementary schedules. Significant unexpended
encumbrance balances at June 30, 2013 for other multiple year appropriation periods are as follows:

2010A Bond Project Fund 10450 $ 13,072,584
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Nonspendable Fund Balance

The nonspendable category of fund balance consists of the net financial resources that cannot be spent because
they are either not in spendable form or legally or contractually required to be maintained intact. Nonspendable
categories of fund balances are summarized below:

Inventory - This category was created to represent the portion of fund balance that are noncash assets available for
expenditures in future periods.

Property Held for Resale - This category was created to represent the portion of fund balance that are long-term
noncash assets available for sale.

Prepaid Expenses - This category was created to represent disbursements made that cannot be reported as
expenditures in the current period for GAAP purposes.

Restricted Fund Balance

The restricted category of fund balance consists of the net financial resources that are restricted by either (a) external
imposition by creditors (such as debt covenants), grantors, contributors, or laws or regulations of other governments;
or (b) imposition by law through constitutional provisions or enabling legislation.

Commiitted Fund Balance

The committed category of fund balance consists of the net financial resources that are constrained to be used for a
specific purpose as established by the highest level of decision-making authority. This fund balance also includes
contractual obligations to the extent that existing resources in the fund have been specifically committed for use in
satisfying these contractual requirements. The Department's highest level of decision-making authority is the
Legislative and Executive branches of the State of New Mexico.

Assigned Fund Balance

The assigned category of fund balance consists of the net financial resources that are constrained to be used for a
specific purpose by the Department's intent but the constraint imposed does not satisfy the criteria to be classified as
restricted or committed.

Unassigned Fund Balance

The unassigned category of fund balance consists of the net financial resources that are the least constrained. In the
general fund, these are amounts that have not been restricted, committed or assigned to specific purposes. In other
funds, they are negative fund balances that represent shortfalls which are covered by fund balances not restricted,
committed or assigned to other specific purposes.
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Pledged Revenue

The Department has pledged future gasoline excise taxes, motor vehicle registration fees, special fuel excise taxes,
vehicle transactions fees, driver's license fees, oversize/overweight permit fees, trip (mileage) taxes, weight distance
taxes, leased vehicle gross receipts taxes, tire recycling fees and FHWA revenues, to repay $1.48 billion in State
Transportation Revenue and Refunding Bonds issued between 2002 and 2012. Proceeds from the bonds provided
funding for various transportation projects authorized by the State Legislature and that the Department has
determined to be necessary or desirable, as well as to provide funds to refund and restructure certain outstanding
bonds. The bonds are payable through 2027. Annual principal and interest payments on the bonds are expected to
require less than 25% of gross revenues. The total principal and interest remaining to be paid on the bonds is $2.01
billion. Principal and interest paid for the current year and total pledged revenues were $165,009,570 and
$793,585,618, respectively.

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 those
estimates.

Eliminations

Total columns in the governmental fund financial statements are captioned “Total (Governmental Funds)” to indicate
that they are presented only to facilitate financial analysis. Data in these columns does not present financial position,
results of operation or changes in financial position of the Department as a whole in conformity with generally
accepted accounting principles. Eliminations of intra-fund transfers have not been made in the aggregation in the
governmental fund financial statements. Due from/to other funds and intra-fund transfers have been eliminated in the
government-wide financial statements.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position and or balance sheet will sometimes report a separate section
for deferred outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to a future period(s) and so will not be recognized as an outflow
of resources (expenses/expenditure) until then. The Department has two items that qualify for reporting in this
category. They are the deferred gain on refunding and the value of the SWAP agreements.
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2, CASH AND CASH EQUIVALENTS

The Department has two types of cash equivalents--those that are deposited with the State Treasurer's Office and
those that are held with trustees that are managed by NMFA.

Cash equivalents on deposit with State Treasurer's Office

For cash management and investment purposes, funds of various state agencies are deposited in the State General
Fund Investment Pool (the Pool), which is managed by the Office of the New Mexico State Treasurer. Claims on the
Pool are reported as assets by the various agencies investing in the Pool.

In June 2012, an independent expert diagnostic report revealed that the General Fund Investment Pool balances had
not been reconciled at the business unit/fund level since the inception of the Statewide Human Resources,
Accounting, and Management Reporting (SHARE) system in July of 2006. The diagnostic report is available in the
Resources section of the Cash Control page of the New Mexico Department of Finance and Administration’s website
at: http://www.nmdfa.state.nm.us/Cash_Control.aspx. The document title is Current State Diagnostic of Cash Control.

By state statute, the New Mexico Department of Finance and Administration (DFA) is responsible for the performance
of monthly reconciliations with the balances and accounts kept by the State Treasurer. Therefore, under the direction
of the State Controller / Financial Control Division Director, the Financial Control Division (FCD) of the New Mexico
Department of Finance & Administration undertook action to address the situation. DFA/FCD initiated the Cash
Management Remediation Project (Remediation Project) in partnership with the Office of the New Mexico State
Treasurer, the New Mexico Department of Information Technology, and a contracted third party with expertise in the
Enterprise System Software used by the State.

The Remediation Project objective was to design and implement changes necessary to ensure ongoing completion of
timely, accurate and comprehensive reconciliation of the Pool. DFA has or is in the process of implementing all the
recommendations resulting for the Remediation Project and has made changes to the State’s SHARE system
configuration, cash accounting policies and procedures, business practices, and banking structure. This has enabled
DFA to complete timely and accurate reconciliation of bank to book balances at the State and Business Unit level on
a post-implementation basis, however it did not resolve historical reconciling items. Additional changes
recommended by the Project continue to be cascaded through DFA and state agencies to support the Business Unit
by Fund accounting requirements.

A plan to address historical reconciling items is being assessed and a separate initiative will need to be undertaken to
resolve the historical reconciling items. Management considers it unlikely that this separate initiative will be successful
in allocating all historical reconciling items to the State entities invested in the Pool. As a result, any remaining
differences post specific allocation to Pool participants will be reported in the State General Fund.

Management in FY 2012 recorded a loss contingency of $101.7 million in the General Fund based on its estimate of
the effect of issues related to the reconciliation of the Pool, that estimate is still current. Because no specific loss
amount is determinable, consistent with generally accepted accounting principles, the amount accrued is the
minimum amount that management considers to be probable. Ultimately, the loss could exceed the amount accrued,
perhaps by a substantial amount.
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The Department is aware that the General Fund Investment Pool balances have not been reconciled at the Agency
and Fund level by the Department of Finance and Administration and that any reconciling items, once determined
through a future initiative, will not be allocated to the Department or other state agencies. However, the Department
has established its own internal reconciliation policies and procedures to mitigate the risk that our cash balances
would be misstated as of June 30, 2013. The Department is confident that our reconciliation process ensures all
incoming and outgoing cash transactions are properly identified and that they are timely and accurately recorded in
the financial system. Deposit transactions originated by our agency are validated and verified to source documents to
ensure for accuracy and compliance before they are recorded in the financial system. Recording is not final until
approved by the State Treasurer’s Office who compares the recorded transactions against validated bank deposit
slips provided to them by the State’s Fiscal Agent Bank. Our agency then compares all deposits to financial system
cash transaction and general ledger reports to ensure they have been properly and thoroughly recorded. Similarly,
incoming wire cash transfers and operating cash transfers originating outside our agency and received by the State’s
Fiscal Agent Bank are identified, reviewed and verified to ensure they are properly authorized, recorded, reported and

State law (Section 8-6-3 NMSA 1978) requires the Department's cash be managed by the New Mexico State

Treasurer’'s Office. Accordingly, the investments of the Department consist of an interest in the General Fund
Investment Pool managed by the New Mexico State Treasurer’s Office.
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Cash equivalents on deposit with State Treasurer's Office (continued)

At June 30, 2013 the Department had the following invested in the General Fund Investment Pool:

General Fund Investment Pool $ 252,094,503
Interest Rate Risk. The New Mexico State Treasurer's Office has an investment policy that limits investment
maturities to five years or less on allowable investments. This policy is means of managing exposure to fair value
losses arising from increasing interest rates. This policy is reviewed and approved annually by the New Mexico State
Board of Finance.

Credit Risk. The New Mexico State Treasurer pools are not rated.
For additional GASB 40 disclosure information regarding cash held by the New Mexico State Treasurer, the reader
should see the separate audit report for the New Mexico State Treasurer’s Office for the fiscal year ended June 30,

2012.

The reconciled balances at June 30, 2013, are as follows:

Fund Number Amount (+) Amount (-)

Cash:
Unrestricted 20100 $ 2,100

Balance Sheet - Governmental Funds Cash, Unrestricted
and Statement of Net Assets Cash, Unrestricted $ 2,100
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Cash Equivalents:

Restricted:
2001A CHAT Bond Project Fund
2001A CHAT Bond Debt Service Fund
Traffic Safety Fund(s)

Federal Planning and Development
State Road Fund(s)

Capital Projects Fund

STB Appropriations Fund

General Fund Appropriations

2006A GRIP Bond Project Fund
2006B GRIP Bond Project Fund
2010A Bond Project Fund

2002D CHAT Bond Project Fund
2002D CHAT Bond Debt Service Fund
HIF Bond Fund

Local Government Road Fund

2004A GRIP Bond Project Fund

State Aviation Fund

2002C HIF Bond Project Fund

2002C HIF Bond Debt Service Fund
1993 Bond Project Fund

1999A CHAT Bond Project Fund
WIPP Bond Project Fund

2000 CHAT Bond Debt Service Fund
1999 CHAT Bond Debt Service Fund
2002A CHAT Bond Debt Service Fund
1998A CHAT Bond Debt Service Fund
2002B WIPP Bond Debt Service Fund
ARRA Project Fund
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Fund Number Amount (+) Amount (-)
00600 4,734,419 § -
00700 234,583 -

10010, 10020, 20600, 20700, 20800,
82600 8,926,294 -
10030 - 2,028,076
10040 and 20100 159,172,462 20,199,938
10050 1,366,565 -
10060 - 2,139,961
10070 598,144 -
10210 582,089 -
10230 49,671 -
10450 - 10,624,219
11500 639,261 -
18700 12,852 -
20200 10,345,011 -
20300 19,508,256 -
20400 112,078 -
20500 16,786,869 -
36100 1,308,522 -
36300 62,453 -
39400 1,600,121 -
43000 2,125,051 -
43100 1,980,339 -
43200 204,785 -
43400 267,125 -
54700 83,859 -
54800 142,073 -
75000 111,299 -
89000 - 640,060



NEW MEXICO DEPARTMENT OF TRANSPORTATION
Notes to Financial Statements

2, CASH AND CASH EQUIVALENTS (continued)

Fund Number Amount (+) Amount (-)
STB Capital Outlay Fund 89200 - 67,745
GF Capital Outlay 93100 188,094 -
1998A WIPP Bond Debt Service Fund 97200 14,559 -

Balance Sheet - Governmental Funds Cash Equivalents,
Restricted 231,156,834

State Infrastructure Bank:
Restricted Cash Equivalents 89300 20,937,669

Statement of Net Position Cash Equivalents, Restricted $ 252,094,503

Balance Sheet-Governmental Funds and Statement of Net

Position included in Due to Other Agencies (See Note 12)
S 35699.999

State law requires that repurchase agreements be secured by collateral with a market value greater than 102% of the
value of the agreement. The securities are held by a third party in the Department’'s name. The fair value of the
repurchase agreement approximates the cost at June 30, 2013.

Cash equivalents managed by New Mexico Finance Authority

Money market funds are managed by New Mexico Finance Authority (fiscal agent) and held by State Treasurer
authorized bank accounts at Bank of Albuquerque and Bank of New York as trustees and paying agents for
Department. The sources of funds are bond proceeds and other debt service requirements. These funds are
invested in short-term money market accounts that invest in U.S. Treasury obligations and repurchase agreements
collateralized by U.S. Treasury obligations in accordance with state law. The trustees are also permitted to purchase
U.S. Treasury obligations.

Custodial Credit Risk. Custodial credit risk is the risk that, in the event of failure of the counterparty, the Department
will not be able to recover the value of its collateral securities that are in the possession of an outside party. All are
fully collateralized and the collateral is held in the Department’s name.

Credit Risk. The Authority’s investments shall be in accordance with State Law, 6-10-10 and 6-10-10.1 NMSA 1978,
including but not limited to the following: Treasury Bills, Notes, Bonds, Strips and U.S. Government.

Concentration of Credit Risk. Concentration of credit risk is defined as investments of more than 5% in any one
issuer. The Department is not susceptible to concentration 