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C M’Ti/&i ed Public Accoruwntants
WORKING EXCLUSIVELY WITH NONPROFITS

May 18, 2022

Independent Auditors’ Report

Board of Directors
Think New Mexico
Santa Fe, NM

Opinion

We have audited the accompanying financial statements of Think New Mexico (a New Mexico
nonprofit corporation), which comprise the statement of financial position as of December 31, 2021,
and the related statements of activities, functional expenses, and cash flows for the year then ended,
and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Think New Mexico as of December 31, 2021, and the changes in net assets and
its cash flows for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Think New Mexico and to meet our other ethical responsibilities in accordance with
the relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Think New
Mexico’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.

800 Grant Street, Suite 205, Denver, CO 80203-2944 - 1540 Juan Tabo Blvd. NE, Suite H, Albuquerque, NM 87112-4469
www.TaylorRoth.com



Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements, including omissions, are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Think New Mexico’s internal control. Accordingly, no such
opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Think New Mexico’s ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control
related matters that we identified during the audit.

Report on Summarized Comparative Information

We have previously audited Think New Mexico’s financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated July 1, 2021. In
our opinion, the summarized comparative information presented herein as of and for the year ended
December 31, 2020, is consistent, in all material respects, with the audited financial statements from
which it has been derived.
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Taylor, Roth and Company, PLLC
Certified Public Accountants
Albuquerque, New Mexico



THINK NEW MEXICO

STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2021
(WITH COMPARATIVE TOTALS FOR 2020)

Assets

Cash and cash equivalents

Contributions and grants receivable

Investments (Note 4)

Investments - restricted (Notes 4 and 9)

Land held for sale (Note 5)

Property and equipment

Beneficial interest in assets held by others (Note 6)

Total assets

Liabilities and net assets
Liabilities
Accounts payable
Note payable - SBA Paycheck Protection Program (Note 7)

Total liabilities

Net assets
Without donor restrictions
Undesignated
Board-designated endowment (Note 9)

With donor restrictions (Notes 8 and 9)
Total net assets

Total liabilities and net assets

2021 2020
§ 454,716 $ 417,826
42,500 54,733
1,974,156 1,417,861
145,705 115,432
940,000 940,000
1,292 -
136,131 124,819
$ 3,694,500 $ 3,070,671
§ 10,882 $ 12,281
- 81,000
10,882 93,281
3,349,032 2,667,406
74,051 67,871
3,423,083 2,735,277
260,535 242,113
3,683,618 2,977,390
$ 3,694,500 $ 3,070,671

The accompanying notes are an integral part of these financial statements
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THINK NEW MEXICO
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2021

(WITH COMPARATIVE TOTALS FOR 2020)

Revenue and other support

Contributions

Grants (Note 7)

Investment income (Note 4)

Change in beneficial interest (Note 6)
All other

In-kind contributions (Note 10)
Release of restrictions (Note 11)

Total revenue and other support

Expense

Program services

Supporting services
General and administrative
Fund-raising

Total expense

Change in net assets

Net assets, beginning of year, as previously stated

Prior period adjustment
Reclassification (Note 9)

Net assets, beginning of year, restated

Net assets, end of year

2021 2020
Without Donor With Donor

Restrictions Restrictions Total Total
$ 650,478 $ 40,750 $ 691,228 $ 422,800
236,284 174,000 410,284 304,831
220,495 11,451 231,946 164,989
6,180 5,132 11,312 7,254
2,623 - 2,623 7,476
15,762 - 15,762 9,243
237,911 (237,911) - -
1,369,733 (6,578) 1,363,155 916,593
529,720 - 529,720 518,366
53,605 - 53,605 42,933
73,602 - 73,602 61,180
656,927 - 656,927 622,479
712,806 (6,578) 706,228 294,114
2,735,277 242,113 2,977,390 3,266,010

- - - (582,734)

(25,000) 25,000 - -
2,710,277 267,113 2,977,390 2,683,276
$ 3,423,083 $ 260,535 $ 3,683,618 $ 2,977,390

The accompanying notes are an integral part of these financial statements
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Description

Salaries and wages
Payroll taxes and benefits
Occupancy

Printing

Taos land expenses
Accounting and audit services
Postage

Legal services

Office expenses

Data services

Online vendor fees
Meeting expense

Graphic design and art
Educational outreach
Computer expense
Telephone and internet
Insurance

Subscriptions

All other

Total expenses

THINK NEW MEXICO

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2021

(WITH COMPARATIVE TOTALS FOR 2020)

2021 2020
General
Program and Fund-
Services Administrative raising Total Total
§ 324,691 $ 22,706 § 33,120 $ 380,517 § 348,671
101,692 7,176 10,768 119,636 112,424
33,521 2,366 3,549 39,436 39,472
19,771 51 5,582 25,404 40,365
11,309 799 1,197 13,305 12,758
- 10,794 - 10,794 11,051
6,928 238 2,635 9,801 14,023
- 8,123 - 8,123 -
6,070 428 643 7,141 3,475
1,269 - 5,078 6,347 4,361
- - 5,953 5,953 2,629
2,800 - 2,799 5,599 -
4,635 - 244 4,879 6,850
3,440 - 860 4,300 7,650
3,106 219 329 3,654 548
3,002 212 318 3,532 3,073
2,209 156 234 2,599 2,250
2,190 155 232 2,577 2,210
3,087 182 61 3,330 10,669
§ 529,720 $ 53,605 $ 73,602 $ 656,927 $ 622,479

The accompanying notes are an integral part of these financial statements
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THINK NEW MEXICO

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2021

(WITH COMPARATIVE TOTALS FOR 2020)

Cash flows from operating activities

Change in net assets

Adjustments to reconcile change in net assets to net cash provided by

operating activities

Depreciation expense

SBA Paycheck Protection Program - loan forgiveness

Donated stock

(Gain)loss on investments

(Gain)loss on beneficial interest in assets held by others

Changes in operating assets and liabilities

(Increase)decrease in contributions and grants receivable
Increase(decrease) in accounts payable

Net cash provided by operating activities

Cash flows from investing activities

Investment in property and equipment

Acquisitions of investments

Proceeds from sales of investments
(Reinvestment) of investment income

Net cash provided(used) by investing activities

Cash flows from financing activities

Proceeds from SBA PPP loan

Net increase(decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year
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2021 2020
$ 706228 $ 294,114
208 -
(81,000) -
(33,811) (54,910)
(189,014) (139,052)
(11,312) (7,254)
12,233 (594)
(1,399) 1,702
402,133 94,006
(1,500) -
(695,675) (460,203)
376,848 467,236
(44,916) (25,937)
(365,243) (18,904)
_ 81,000

36,390 156,102
417,826 261,724
$ 454716 $ 417,826

The accompanying notes are an integral part of these financial statements



NOTE 1

NOTE 2

THINK NEW MEXICO

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2021

- NATURE OF ACTIVITIES

Think New Mexico (the Organization) is a 501(c)(3) not-for-profit organization incorporated in 1998
under the laws of the State of New Mexico. The Organization is a results-oriented think tank whose
mission is to improve the lives of all New Mexicans, especially those who lack a strong voice in the
political process. The Organization fulfills this mission by educating the public, the media, and
policymakers about some of the most serious challenges facing New Mexico and by developing and
advocating for enduring, effective, evidence-based solutions. The Organization's approach is to perform
and publish sound, nonpartisan, independent research.

Unlike many think tanks, the Organization does not subscribe to any particular ideology. Instead,
because New Mexico is at or near the bottom of so many national rankings, the Organization's focus is
on promoting workable solutions that lift up all New Mexicans. Consistent with its nonpartisan
approach, the Organization's board is composed of Democrats, Independents, and Republicans. They are
statesmen and stateswomen, who have no agenda other than to see New Mexico succeed. They are also
the brain trust of this think tank. As a results-oriented think tank, the Organization measures its success

based on changes in law or policy that it is able to achieve and that improve New Mexico’s quality of
life.

Contributions and grants are the primary sources of revenue for the Organization.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND PROCEDURES

1. Basis of Accounting

The financial statements of the Organization have been prepared on the accrual basis of accounting
and accordingly reflect all significant receivables, payables, and other liabilities.

2. Basis of Presentation

The financial statements of the Organization have been prepared in accordance with U. S. generally
accepted accounting principles which require the Organization to report its financial position and
activities according to the following net asset classifications:

Net assets without donor restrictions: Net assets that are not subject to donor-imposed restrictions
and may be expended for any purpose in performing the primary objectives of the Organization.
These net assets may be used at the discretion of the Organization’s management and board of
trustees.

Net assets with donor restrictions: Net assets that are subject to stipulations imposed by donors
and grantors. Some donor restrictions are temporary in nature; those restrictions will be met by
actions of the Organization or by the passage of time. Other donor restrictions are perpetual in
nature, whereby the donor has stipulated that the funds be maintained in perpetuity.

Donor-restricted contributions are reported as increases in net assets with donor restrictions. When a
restriction expires, net assets are reclassified from net assets with donor restrictions to net assets
without donor restrictions in the statement of activities.



NOTE 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND PROCEDURES (continued)

3.

Contributions of Property and Equipment

The Organization reports gifts of land, buildings, and equipment as support without donor
restrictions unless the explicit donor stipulations specify how the donated assets must be used. Gifts
of long-lived assets with explicit restrictions that specify how the assets are to be used and gifts of
cash or other assets that must be used to acquire long-lived assets are reported as support with donor
restrictions. Absent donor stipulations regarding how long those long-lived assets must be
maintained, the Organization reports expirations of donor restrictions when the donated or acquired
long-lived assets are placed in service.

Cash and Cash Equivalents

The Organization considers all cash accounts and highly liquid investments with an initial maturity
of three months or less to be cash equivalents.

Revenue and Revenue Recognition

Revenue is recognized when earned. Contributions are recognized when cash, or other assets, an
unconditional promise to give, or notification of a beneficial interest is received. Conditional
promises to give are not recognized until the conditions on which they depend have been
substantially met or the donor has explicitly released the restriction.

Receivables

Receivables at year-end consist primarily of grants and contributions from foundations, businesses,
and individuals. Receivables are stated at the amount management expects to collect from
outstanding balances. Management provides for probable uncollectible amounts through a provision
for bad debt expense and an adjustment to a valuation allowance based on its assessment of
individual accounts. No bad debt has been recorded in the current year, and no allowance for
uncollectible amounts is considered necessary as of year-end. Management expects all receivables
due as of year-end to be received during the subsequent year.

Property and Equipment

The Organization’s policy is to capitalize expenditures for property and equipment with a useful life
greater than one year. Equipment is capitalized at cost or, if donated, at the approximate fair market
value at the date of donation. Depreciation is computed using the straight-line method over the
estimated useful lives of the respective assets, ranging from 3 to 7 years. As of December 31, 2021,
all capitalized assets are fully depreciated.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Fair Value Measurements

The Organization follows the provisions of the Fair Value Measurements and Disclosures Topic of
FASB ASC, which require use of a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value into three levels: quoted market prices in active markets for
identical assets and liabilities (Level 1); inputs other than quoted market prices that are observable
for the asset or liability, either directly or indirectly (Level 2); and unobservable inputs for the asset
or liability (Level 3).



NOTE 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND PROCEDURES (concluded)

10.

11.

12.

13.

14.

15.

16.

Income Taxes

The Organization has received Internal Revenue Service exemptions from federal income taxes
under Section 501(c)(3), and no provision or liability for income taxes has been provided in the
accompanying financial statements. Additionally, the Organization has a 501(h) election which
permits the Organization to calculate the specific amount that may be spent to influence legislation.

Donated Services and Goods

Non-cash donations of goods used in operations are recorded at their estimated fair value at the date
of donation. The Organization recognizes as revenue and expense for any donated services which
require specific expertise to perform the services that otherwise would have been paid for if not
donated. The value of in-kind services is recorded at fair value. The Organization receives
substantial services donated by volunteers that do not meet criteria for recognition in these financial
statements.

Functional Reporting of Expenses

For the year ended December 31, 2021, the costs of providing the various programs and other
activities have been summarized on a functional basis in the statement of activities. Accordingly,
certain costs have been allocated among the programs and supporting services benefited. The
significant expenses allocated based on time and effort include salaries, payroll taxes and benefits,
occupancy costs, and supplies. All other costs are assigned directly to the functional areas benefited.

Summarized Prior-Year Information

The financial statements include certain prior year summarized comparative information in total but
not by net asset class. Such information does not include sufficient detail to constitute a presentation
in conformity with generally accepted accounting principles. Accordingly, such information should
be read in conjunction with the Organization’s financial statements for the year ended December 31,
2020, from which the summarized information was derived.

Reclassifications

Certain amounts in the prior-year financial statements have been reclassified for comparative
purposes to conform to the presentation in the current-year financial statements.

New Accounting Pronouncement

The Organization has adopted Accounting Standards Update (ASU) No. 2014-09: Revenue from
Contracts with Customers (Topic 606), as amended, as management believes the standard improves
the usefulness and understandability of the Organization’s financial reporting. Analysis of various
provisions of this standard resulted in no significant changes in the way the Organization recognizes
revenue and, therefore, no changes to the previously issued audited financial statements were
required on a retrospective basis. The presentation and disclosures of revenue have been enhanced in
accordance with the standard.

Subsequent Events

Management has evaluated subsequent events through May 18, 2022, the date the financial
statements were available to be issued.



NOTE 3

NOTE 4

LIQUIDITY AND AVAILABILITY

Financial assets available for general expenditure, that is, without donor restrictions limiting their use,
within one year of the balance sheet date comprise the following as of December 31, 2021:

Description Amount
Cash and cash equivalents $ 454,716
Contributions and grants receivable - without purpose restrictions 25,000
Investments - without donor restrictions 1,974,156
Total $ 2,453,872

Think New Mexico manages its budget in a frugal manner which generally, but not always, results in a
modest annual surplus. These annual surpluses have accumulated over 22 years and are collected in a
reserve fund which has been invested on a pro bono basis by an experienced investment professional.

The reserve fund is invested in Vanguard index funds, according to an asset allocation plan developed
by the investment professional and the board of Think New Mexico. One hundred percent of the reserve
fund investment portfolio is invested in mutual funds and ETFs and is highly liquid. As the result of
prudent management and investment compounding, the reserve fund is now more than three times larger
than Think New Mexico’s annual operating budget.

Think New Mexico does not use the reserve fund to subsidize its annual operating expenses. However,
Think New Mexico is investigating the possibility of using a portion of the reserve fund to purchase a
building in downtown Santa Fe to accommodate its growing staff. In July 2021, Think New Mexico
hired its first Education Reform Director, and there may be other opportunities in the future to magnify
impact by hiring additional staff. In addition, during 2021, Think New Mexico established an
endowment fund to support general operating expenses. Once this fund reaches $1 million, the board
could approve an annual draw of up to 5%.

INVESTMENTS

Investments are carried at fair value and consisted of the following as of December 31, 2021:

Unrealized

Cost Fair Appreciation

Description Basis Value (Depreciation)
Mutual funds $ 911,843 $ 1,445,867 $ 534,024
ETFs 570,128 648,994 78,866
Certificate of deposit 25,000 25,000 -
Total $ 1,506,971 $2,119,861 $ 612,890
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NOTE 4

NOTE 5

NOTE 6

- INVESTMENTS (concluded)

Investment income is summarized as follows:

Description Amount
Interest and dividends $ 44,932
Unrealized and realized gains(losses) 189,014
Management fees (in-kind) (2,000)
Total $ 231,946

Investments include two internally managed endowment funds, The Udall-Carruthers Endowment Fund,
which had a fair value of $120,705, and the Operating Expense Endowment Fund, which has a fair value
of $25,000, as of December 31, 2021. These funds and related earnings are donor-restricted for these
endowments, as more fully described at Note 9.

LAND HELD FOR SALE

In December 2011, the Organization received a donation of 5.647 acres of land located in Taos, New
Mexico. At the time of donation, the land was valued at $1,522,734. The land has been held for sale
since the date of donation. The listing price is currently $1,000,000, which management believes is the
best estimate of the market value of the land. A prior period adjustment was recorded as of December
31, 2019, to reduce the value of the land to the estimated sales price, net of sales-related expenses.

BENEFICIAL INTEREST IN ASSETS HELD BY OTHERS

Think New Mexico established endowment funds at three community foundations (the recipient
organizations). In general, the funds held at the community foundations are comprised of transfers from
the Organization, known as reciprocal transfers, and gifts paid directly to the community foundations by
third party donors who specified Think New Mexico as the beneficiary. In accordance with FASB ASC
958, reciprocal transfers and transfers by third party donors who have not explicitly granted variance
power to the recipient organization are recognized as an asset of Think New Mexico. (Contributions to
the funds by third party donors who have explicitly granted variance power to the recipient organization
are not recognized as an asset of Think New Mexico.) Variance power is defined by FASB ASC 958 as
the unilateral power of the recipient organization to redirect the use of the transferred assets to another
beneficiary without approval from the donor, specified beneficiary, or any other interested party. The
funds held at the community foundations are considered endowment funds and are recorded as a
beneficial interest in assets held by others.

Terms of Endowment Agreements

Santa Fe Community Foundation: To the best of the knowledge and belief of management of Think New
Mexico, no third-party donors have explicitly granted variance power to the Foundation. Think New
Mexico has granted variance power to the Foundation for reciprocal transfers to the fund. The terms of
the variance power granted by Think New Mexico as stated in the Santa Fe Community Foundation
Agency Endowment Fund Agreement are that "the fund will be held subject to the Articles of
Incorporation and Bylaws of the Foundation, as amended and restated from time to time, including the
power reserved therein for the governing board of the Foundation to modify any restriction on the
distribution of funds, if in its sole judgement, any restriction becomes obsolete, incapable of fulfillment
or inconsistent with the charitable intent expressed by Think New Mexico, or with the exempt purpose
of the Foundation."
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NOTE 6

- BENEFICIAL INTEREST IN ASSETS HELD BY OTHERS (continued)

Distributions from the fund may be made in an amount currently equal to 5% of the market value of the
fund, regardless of the amount of net earnings. However, distributions in excess of this amount may be
made to Think New Mexico as determined by the Foundation provided one of the following conditions
is met: (1) the distribution is for the purpose of enabling Think New Mexico to acquire or renovate a
capital asset; (2) Think New Mexico is faced with unexpected financial needs that are not likely to recur,
and the distribution will enable Think New Mexico to meet those needs. Recommendations for such
distributions may be made from time to time by delivery to the Foundation of a certified copy of a
resolution of the Board of Directors of Think New Mexico. Recommendations of Think New Mexico's
Board of Directors are solely advisory and not binding on the Foundation.

Albuquerque Community Foundation: To the best of the knowledge and belief of management of Think
New Mexico, no third-party donors have explicitly granted variance power to the Foundation. Think
New Mexico has granted variance power to the Foundation for reciprocal transfers to the fund. The
terms of the variance power granted by Think New Mexico as stated in the Albuquerque Community
Foundation Agency Endowment Fund Agreement are that "the Board of Trustees of the Foundation have
the power to modify the provisions of the agreement designating the use of the fund if the purposes for
which it was created ever become obsolete, incapable of fulfillment, or inconsistent with the charitable
purposes of the Organization. If the Agency (Think New Mexico) ceases to be a qualified charitable
organization, the Foundation will make distributions to qualified charitable organization(s) that serve
purposes similar to Think New Mexico. If the Foundation ceases to be a charitable organization or if the
Foundation purposes dissolve, the assets of the fund shall, after payment or making provision for
payment of any liabilities, properly chargeable to the fund, be distributed to Think New Mexico if it is
still operational or if it has dissolved, to a qualified charitable organization(s) that serve purposes similar
to those of Think New Mexico." The amount available for distribution is equal to 5.5% of the average
12-month fund balance. Distributions in excess of the distribution policy of the Foundation may be made
to Think New Mexico (to meet emergencies, occasional financial deficits, and capital needs) in the year
as determined by the governing board of the Foundation. Recommendations of such distributions may be
made from time to time to the Foundation by Think New Mexico's Board of Directors pursuant to a
majority vote. Recommendations of Think New Mexico shall be solely advisory and not binding on the
Foundation.

Taos Community Foundation: Think New Mexico has granted variance power to the Foundation for
reciprocal transfers to the fund. The terms of the variance power granted by Think New Mexico as stated
in the Taos Community Foundation Agency Endowment Fund Agreement are that "the Fund will be
held subject to the articles of incorporation and bylaws of the Foundation, as amended and restated from
time to time, including the power reserved therein for the governing board of the Foundation to modify
any restriction on the distribution of Funds, if, in its sole judgement, any restriction becomes obsolete,
incapable of fulfillment or inconsistent with the charitable intent expressed by the Nonprofit, or with the
exempt purpose of the Foundation." The amount available for distribution on an annual basis is equal to
5% of the value of the fund. The Foundation may change its distribution policy if it believes it is in the
best interest of the community to do so. Distributions in excess of the distribution policy of the
Foundation may be made to Think New Mexico provided one of the following conditions is met: (1) the
distribution is for the purpose of enabling Think New Mexico to acquire or renovate a capital asset; (2)
Think New Mexico is faced with unexpected financial needs that are not likely to recur, and the
distribution will enable Think New Mexico to meet those needs. Recommendations of such distributions
may be made from time to time by delivery to the Foundation of a certified copy of a resolution of the
Board of Directors of Think New Mexico. Recommendations of Think New Mexico's Board of directors
shall be solely advisory and not binding on the Foundation.
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NOTE 6

- BENEFICIAL INTEREST IN ASSETS HELD BY OTHERS (concluded)

The following is a summary of the source of funds and changes in value since inception:

Santa Fe Albuquerque Taos
Community Community Community

Description Foundation Foundation Foundation Total
Reciprocal transfers $ 28,707 $ 20,000 $ 10,000 $ 58,707
Third party (donor) gifts 49,150 25 248 49,423
Net appreciation 73,845 20,546 9,413 103,804
Distributions (53,909) (15,204) (6,690) (75,803)

Total $ 97,793 $ 25,367 $ 12,971 $ 136,131

The change in the beneficial interest in assets held by others for the year ended December 31, 2021, by
net asset classification includes:

Without With
Donor Donor
Description Restrictions Restrictions Total
Beginning of year $ 67,871 $ 56,948 $ 124,819
Contributions - - -
Share of appreciation, net 8,222 5,788 14,010
Distributions (2,042) (656) (2,698)
Change in beneficial interest 6,180 5,132 11,312
End of year $ 74,051 $ 62,080 $ 136,131

NOTE7 - NOTE PAYABLE — PAYCHECK PROTECTION PROGRAM

On April 21, 2020, the Organization received loan proceeds in the amount of $81,000 from the U.S.
Small Business Administration’s (SBA) Paycheck Protection Program ("PPP"). Established as part of
the Coronavirus Aid, Relief and Economic Security Act ("CARES Act"), the PPP provides for loans to
qualifying organizations in amounts up to 2.5 times the organization’s average monthly payroll
expenses. PPP loans and accrued interest are forgivable after a "covered period" (eight or 24 weeks) as
long as the borrower maintains its payroll levels and uses the loan proceeds for eligible purposes,
including payroll, benefits, rent, and utilities. The forgiveness amount is reduced if the borrower
terminates employees or reduces salaries during the covered period.

Management of the Organization submitted the PPP forgiveness application in March 2021, and on

April 2, 2021, the SBA granted 100% forgiveness of the note. The PPP loan was recognized as grant
revenue during the year ended December 31, 2021.
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NOTE 8

NOTE 9

NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions as of December 31, 2021 included the following:

Description Amount
Restricted for time or purpose
Fiscal year 2022 operations - time restriction $ 25,000
Education policy staff 10,000
Internship program 10,000
Predatory lending 7,500
Endowment earnings - Udall-Carruthers Fund 17,688
Endowment earnings - community foundation endowments 12,658
82,846
Restricted for perpetuity
Endowment - Udall-Carruthers Fund 103,266
Endowment - beneficial interest in assets held by others 49,423
Endowment - operating 25,000
177,689
Total $ 260,535
ENDOWMENT

The Organization’s endowment consists of the funds held at three community foundations, as described
in Note 6, and the Udall-Carruthers Endowment Fund (Udall-Carruthers Fund), established in 2018, and
the Operating Expense Endowment Fund (Operating Fund), established in 2021, the latter two which are
held and managed as a component of the Organization’s investment portfolio. The endowment funds
were established to provide a future source of cash flow and a resource for capital acquisitions and
financial need. As required by generally accepted accounting principles (GAAP), net assets associated
with endowment funds, including funds designated by the Board of Directors to function as
endowments, are classified and reported based on the existence or absence of donor-imposed restrictions.

Third-party (donor) contributions made directly to the community foundations are classified as net assets
with donor restrictions. Reciprocal transfers to the community foundations from the Organization are
classified as without donor restrictions. Appreciation and distribution of amounts held at the community
foundations are allocated to “with” and “without” donor restrictions for each community foundation fund
based on the proportional share of investments. Earnings are appropriated by the foundations to the
Organization according to the terms of the agreements. Think New Mexico has delegated the
management of these funds to the community foundations, and those community foundations are
responsible for the investment and distribution policies related to those endowment funds (see Note 6).

Related to the internally-managed endowment funds, Think New Mexico has interpreted the Uniform
Prudent Management of Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value
of the original gift as of the gift date, absent explicit donor stipulations to the contrary. As a result of this
interpretation, Think New Mexico classifies net assets with donor restrictions to be held in perpetuity as
the original value of donor gifts to the Udall-Carruthers Fund. Any Board-designated contributions to the
funds are classified as net assets without donor restrictions.
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NOTE 9

- ENDOWMENT (continued)

Investment earnings, including appreciation or depreciation of the investments, are allocated between net
assets without donor restrictions and net assets with donor restrictions. Earnings accumulating on net
assets with donor restrictions are released from restrictions when appropriated for expenditure by the
Organization in a manner consistent with the standard of prudence prescribed by UPMIFA.

In accordance with UPMIFA, the Organization considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds: (1) the duration and
preservation of the fund, (2) the purposes of the Organization and the donor restricted endowment fund,
(3) general economic conditions, ( 4) the possible effect of inflation or deflation, (5) the expected total
return from income and appreciation of investments, (6) other resources of the Organization, and (7) the
investment policies of the Organization.

The Organization invests the endowment assets in accordance with its investment policy. Under this
policy, the primary investment objectives of Think New Mexico are to: (1) preserve the real purchasing
power of the principal; (2) over the short-term, build up capital; and (3) over the long-term, build capital
to a level so that the annual earnings of long-term investments will meet the projected annual overhead
and administrative needs of the Organization, and secondarily, to maintain a sufficient level of liquidity
to meet those overhead and administrative needs. The performance goal is that the total return of the
long-term investments will equal or exceed the average return of appropriate capital market indices
weighted by the asset allocation target percentages over a rolling five-year period, calculated on an
annualized, net-of-fee basis. To satisfy its objectives and goals, Think New Mexico relies on a total
return strategy in which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). Think New Mexico targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-term return
objectives within prudent risk constraints.

In January 2020, the Organization adopted a spending policy for the Udall-Carruthers Fund which
includes an annual distribution of 5% of the total market value of the Fund, unless the Board votes to
take a lower percentage or to refrain from taking a distribution. The distribution amount is calculated as
an average of the preceding 12 quarters. In addition, the distribution is restricted for the use of the
internship program, including stipends paid to interns and other expenses of running the program.

As of December 31, 2021, the Udall-Carruthers Fund has a balance of $120,705. To date, all
contributions to this fund are donor-restricted, and as a result, all accumulated earnings are classified as
net assets with donor restrictions.

In October 2021, the Organization adopted a spending policy for the Operating Fund, which includes a
provision that no distributions will be appropriated until the fund reaches a fair market value of $1
million. After this threshold is met, an annual distribution of up to 5% of the average value of the fund,
based on the five prior years, will be allowed pending approval by 67% of Board membership. If the
fund’s value declines to $500,000 or less, no appropriations will be allowed. The policy allows for
several extraordinary distributions with a vote of 75% of Board membership, including: 1) to prevent
bankruptcy or dissolution, 2) to acquire and/or maintain a building, or 3) to address unexpected and non-
recurring emergency needs. The balance of the Operating Fund as of December 31, 2021 is $25,000.
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NOTE 9 - ENDOWMENT (concluded)

Change in endowment net assets for the year ended December 31, 2021 by net asset classification

included:
With Donor Restrictions
Without Donor Endowment To Be Held
Description Restrictions Earnings In Perpetuity Total
Beginning of year,
before reclassification $ 67,871 $ 19,941 $ 152,439 $ 240,251
Reclassification - - 25,000 25,000
Beginning of year, after
reclassification 67,871 19,941 177,439 265,251
Contributions - - 250 250
Change in beneficial
interest, net 8,222 5,788 - 14,010
Investment income, net - 11,451 - 11,451
Appropriation of funds (2,042) (6,834) - (8,876)
End of year $ 74,051 $ 30,346 $ 177,689 $ 282,086

A reclassification entry was recorded as of December 31, 2020 to establish a donor-restricted gift of
$25,000, and given to the Organization in 2005, as restricted for the Operating Expense Endowment
Fund. No change in net assets resulted from this reclassification.

The composition of the endowment as of December 31, 2021 included:

Description Amount
Investments held at brokerage $ 145,705
Beneficial interest in assets held at community foundations 136,131
Cash on-hand 250
Total $ 282,086

NOTE 10 - IN-KIND CONTRIBUTIONS

In-kind contributions during the year ended December 31, 2021 included:

Description Amount
Professional services
Graphic design $ 4,100
Investment management 2,000
Other 200
Meeting expense 5,599
Goods and software 3,653
Unreimbursed travel 210
Total $ 15,762
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NOTE 11 -

NOTE 12 -

NET ASSETS RELEASED FROM RESTRICTIONS

Net assets released from donor restrictions during the year ended December 31, 2021 included:

Description Amount
SBA Payroll Protection Program - COVID payroll support $ 81,000
Education policy staff position 55,500
Fiscal year 2021 operations (time restrictions) 54,733
Non-lobbying general operations 25,000
Internship program 10,000
Appropriation from Udall-Carruthers Endowment Fund 6,178
Strategic water reserve 2,500
Small schools initiative 2,500
Financial literacy 500
Total $ 237,911

FAIR VALUE MEASUREMENTS

The Organization follows the Fair Value Measurements and Disclosures Topic of FASB ASC which
requires enhanced disclosures about assets and liabilities that are measured and reported at fair value.
The standard establishes a hierarchal disclosure framework which prioritizes and ranks the level of
market price observability used in measuring investments at fair value. Market price observability is
impacted by several factors, including the type of investment and the characteristics specific to the
investment. Investments with readily available active quoted prices or for which fair value can be
measured from actively quoted prices generally will have a higher degree of market price observability
and a lesser degree of judgment used in measuring fair value.

Investments measured and reported at fair value are classified and disclosed in one of the following
categories:

Level 1 — Quoted prices are available in active markets for identical investments as of the reporting
date. The types of investments included in Level 1 include mutual funds, listed equities, listed
derivatives, cash, and cash equivalents.

Level 2 — Pricing inputs are other than quoted prices in active markets, which are either directly or
indirectly observable as of the reporting date. Fair value is determined through the use of models or
other valuation methodologies. Investments which are generally included in this category include
corporate and government bonds, less liquid and restricted equity securities, and certain over-the-
counter derivatives.

Level 3 — Pricing inputs are unobservable for the investment and include situations where there is
little, if any, market activity for the investment. The inputs into the determination of fair value
require significant management judgment or estimation. Investments that are included in this
category generally include limited partnership interests in corporate private equity and real estate
funds, funds of hedge funds, and distressed debt.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, an investment’s level within the fair value hierarchy is based on the lowest
level of input that is significant to the fair value measurement.
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NOTE 12 -

NOTE 13 -

NOTE 14 -

FAIR VALUE MEASUREMENTS (concluded)

The following table summarizes the levels in the fair value hierarchy for the Organization’s investments
as of December 31, 2021:

Description Total Level 1 Level 2 Level 3
Mutual funds $ 1,445,867 $ 1,445,867 $ - $ -
Land held for sale 940,000 - 940,000 -
Exchange-traded funds 648,994 648,994 - -
Beneficial interest 136,131 - - 136,131
Certificates of deposit 25,000 - 25,000 -
Total $ 3,195,992 $ 2,094,861 $ 965,000 $ 136,131

A summary of the changes in the level 3 asset, beneficial interest in assets held by others, is included at
Note 6.

COMMITMENTS

The Organization is a party to an operating lease for office space dated March 1, 2011. In 2019, the lease
was extended through June 30, 2024. Rent expense during the year ended December 31, 2021, was
$37,086. Future minimum rent expense payments by year include:

Year Amount
2022 $ 37,452
2023 37,452
2024 18,726
Total $ 93,630

The Organization subleases a portion of the office space and received $2,461 in rental income during
2021. The sublease agreement is currently on a month-to-month basis.

RETIREMENT PLAN EXPENSE

The Organization has a cash or profit-sharing plan retirement plan (the Plan) created in accordance with
Section 401(a), 402(g), 401(m), and 501(a) of the Internal Revenue Code. The Plan is a prototype non-
standardized plan, and employees who have attained the age of 21, completed 3 months of service, and
filed a salary deferral agreement, may elect to participate. Eligibility requirements for the employer
matching contribution are minimum age 21 and 12 months of service.

Employer contributions to the Plan are discretionary. Think New Mexico matches employee
contributions at 100%, limited to 10% of a participant’s salary and/or statutory limitations. Employer
match and contribution is 100% vested after 6 years of service: 0% first year, then 20% each year
thereafter. The expense recognized by Think New Mexico under the plan totaled $33,150 for the year
ended December 31, 2021.
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NOTE 15 -

NOTE 16 -

CONCENTRATIONS OF RISK

Investments
The Organization holds investments in a brokerage account that are subject to market value fluctuation.

Cash

As of December 31, 2021, the Organization had cash assets that exceeded the coverage offered by the
Federal Deposit Insurance Corporation. Uninsured cash assets at year-end were $14,337.

SUBSEQUENT EVENTS

The COVID-19 outbreak in the United States has caused disruption through government-mandated
closures of non-essential businesses. While the disruption related to the pandemic is expected to be
temporary, there is considerable uncertainty around the duration of the closings, and the related financial
impact, if any, cannot be reasonably estimated at this time.
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