800 Bradbury Dr. SE Suite 216
D u Albuquerque, NM 87131
- 505-272-7192

ENERGY

January 23, 2026

Ms. Teresa Costantinidis

Executive Vice President for Finance & Administration

The University of New Mexico

Scholes Hall, Room 111 MSC 05-3500

Albuquerque, NM 87131-0001

Dear Executive Vice President Costantinidis :

Lobo Energy, Incorporated requests that the annual meeting of the member be held during the Finance
and Facilities Committee meeting on February 17, 2026.

There are two action items for the agenda:

e Approval of the Minutes from the Annual Meeting of the Member held on February 20, 2025

e Approval of the FY 2024-25 audit
Although the Regents’ Finance & Facilities Committee has approved the UNM audit, which includes the
audit of Lobo Energy, the University Research Park and Economic Development Act requires that the
auditor present the corporation’s audit to the Board of Regents. We wish to fulfill that obligation. Jason
Strauss will present.
Thank you.
Sincerely,

Yllizs

Jason Strauss
President/CEO

cc: Tabia Murray Allred
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c R I RIGGS & 2424 Louisiana Boulevard NE
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CARR, RIGGS & INGRAM, L.L.C. 505.883.2727

505.884.6719 (fax)
CRladv.com

INDEPENDENT AUDITOR’S REPORT

Joseph M. Maestas, PE, CFE, New Mexico State Auditor
Lobo Energy, Incorporated Board

Lobo Energy, Incorporated

Albuquerque, New Mexico

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of the business-type activities of Lobo
Energy, Incorporated (“Lobo Energy”), a component unit of the University of New Mexico (the
“University”), as of and for the years ended June 30, 2025 and 2024, and the related notes to the
financial statements, which collectively comprise Lobo Energy’s basic financial statements as listed
in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of Lobo Energy, as of June 30, 2025 and
2024, and the respective changes in financial position, and cash flows thereof for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits 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. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of Lobo Energy 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.

Emphasis of Matter

Reporting Entity

As discussed in Note 1, the financial statements of the entity are intended to present the financial
position and the changes in financial position of only Lobo Energy. They do not purport to, and do
not, present fairly the financial position of the University, as of June 30, 2025 and 2024, the changes
in its financial position for the years then ended in accordance with accounting principles generally

accepted in the United States of America. Our opinion is not modified with respect to this matter.
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Change in Accounting Principle

As described in Note 6 to the financial statements, in 2025, Lobo Energy adopted new accounting
guidance, GASB Statement No. 101, Compensated Absences. Our opinion is not modified with
respect to this matter.

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 Lobo Energy's
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s 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 auditor’s
report that includes our opinions. 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 and Government 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 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 and Government
Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the
audit.

e |dentify 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 Lobo Energy’s internal control.
Accordingly, no such opinion is expressed.

-9-
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e 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 Lobo Energy’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.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 12 through 14 be presented to supplement the
basic financial statements. Such information is the responsibility of management and, 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.

Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that
collectively comprise Lobo Energy’s basic financial statements. The accompanying schedule of
deposit accounts is presented for purposes of additional analysis and is not a required part of the
basic financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. The 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 schedule of deposit accounts is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

-10 -
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Other Information

Management is responsible for the other information included in the annual report. The other
information comprises the introductory section and other disclosures but does not include the basic
financial statements and our auditor’s report thereon. Our opinion on the basic financial statements
does not cover the other information, and we do not express an opinion or any form of assurance
thereon.

In connection with our audits of the basic financial statements, our responsibility is to read the
other information and consider whether a material inconsistency exists between the other
information and the basic financial statements, or the other information otherwise appears to be
materially misstated. If, based on the work performed, we conclude that an uncorrected material
misstatement of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
September 30, 2025, on our consideration of Lobo Energy’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 solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the effectiveness of Lobo Energy’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Lobo Energy’s internal control over financial
reporting and compliance.

@M,%zﬁq ," C&W, L.L.C

Carr, Riggs & Ingram, L.L.C.
Albuquerque, New Mexico
September 30, 2025

-11 -
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Management’s Discussion and Analysis
June 30, 2025

The following discussion and analysis provides an overview of the financial position and activities of
Lobo Energy, Incorporated (Lobo Energy) as of and for the fiscal years ended June 30, 2025, 2024,
and 2023. This discussion should be read in conjunction with the accompanying financial
statements and notes. Management has prepared the basic financial statements and the related
note disclosures along with this discussion and analysis. As such, the financial statements, notes,
and this discussion are the responsibility of Lobo Energy’s management.

Financial Highlights

e Lobo Energy’s change in net position was $444,198, ($181,807), and ($7,237,782) for the
years ended June 30, 2025, 2024, and 2023, respectively. The change in net position for
2025 was due mainly due to the commitment made by UNM to directly fund the South
Campus Energy Performance Savings Contract Project for $800,000 and timing of project
completion. The change in net position for 2024, was mainly due to legal fees associated
with the funding of the South Campus Energy Performance Savings Contract, and energy
rate negotiation fees. The change in net position for 2023 was due to the transfer of the
second cogeneration unit to UNM.

e During fiscal year 2025, Lobo Energy’s operating revenue increased by $800,235, due to a
commitment made by UNM to directly fund the South Campus Energy Performance Savings
Contract Project for $800,000. During fiscal year 2024, Lobo Energy’s operating revenue
decreased by $95,989, due to the fulfillment of the debt service on the second cogeneration
unit in July of the previous fiscal year. In 2025 operating expenses increased by $30,174
resulting in a net operating income of $583,402, compared to a net operating loss of
$186,659 in fiscal year 2024. In 2024 operating expenses decreased by $175,976 resulting
in a net operating loss of $186,659, compared to a net operating loss of $266,646 in fiscal
year 2023.

e Cash increased in fiscal year 2025 by $1,902,315 resulting in cash on deposit with fiscal
agent of $19,108, cash on on hand of $242,103, and cash held in Escrow as part of a
Purchase Agreement with Bank of America of $1,956,951. At the close of fiscal year 2025
this was a total of $2,218,162. The increase in cash during fiscal year 2025 is due to the
Purchase Agreement entered into with the Banc of America. Cash decreased in fiscal year
2024 by $168,800 resulting in cash on deposit with fiscal agent and cash on hand at the
close of fiscal year 2024 of $315,847. The decrease during fiscal year 2024 is primarily due
to legal fees associated with the funding of the South Campus Energy Performance Savings
Contract, and energy rate negotiation fees.

The statements of net position of Lobo Energy provide both long-term and short-term information
about Lobo Energy’s overall financial position. The statements of revenues, expenses, and changes
in net position provide information about the operating revenues and expenses and the
nonoperating revenues and expenses of Lobo Energy. The statements of cash flows provide
information related to the cash inflows and outflows of Lobo Energy. The notes to the basic
financial statements provide more detailed information about amounts reported in the basic
financial statements.

-12 -
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Management’s Discussion and Analysis
June 30, 2025

FINANCIAL INFORMATION

Lobo Energy’s condensed financial information as of and for the fiscal years ended June 30, 2025,
2024, and 2023 are provided in the following table:

June 30,2025 June 30,2024 June 30, 2023

Current assets S 2,235,705 $ 386,832 $ 558,200
Capital assets, net 5,864,067 - -

Total assets 8,099,772 386,832 558,200
Current liabilities 582,450 89,331 78,892
Long-term liabilities 6,775,623 - -
Net position 741,699 297,501 479,308

Total liabilities and net position S 8,099,772 $ 386,832 $ 558,200
Operating revenue S 1,832,235 S 1,032,000 S 1,127,989
Operating expenses 1,248,833 1,218,659 1,394,635

Operating income (loss) 583,402 (186,659) (266,646)
Nonoperating revenue 211,530 4,852 2,819
Nonoperating expenses (350,734) - (6,973,955)
Change in net position 444,198 (181,807) (7,237,782)
Net position, beginning of year 297,501 479,308 7,717,090
Net position, end of year S 741,699 S 297,501 S 479,308

STATEMENTS OF NET POSITION

As of June 30, 2025, 2024, and 2023, Lobo Energy has cash in the amount of $2,218,162, $315,847,
and $484,647, respectively, of which $19,108, $73,723, and $232,271, respectively, is held by Lobo
Energy’s fiscal agent, UNM, and $242,103, $242,124, and $252,376, respectively, is held in an
operating bank account at a financial institution, and for June 30, 2025 an additional restricted
amount of $1,956,951 of cash is held in an escrow account as part of the Purchase Agreement for
the South Campus Energy Performance Savings Contract.

As of June 30, 2025, 2024, and 2023, net assets are held as equity in the form of unrestricted net
position of $(298,505), $297,501, and $479,308, respectively. Additionally, at June 30, 2025, 2024,
and 2023, Lobo Energy has $1,040,204, SO, and $O, shown as net investment in capital assets. The
changes in 2025 were due to the debt proceeds and CIP purchases from the Purchase Agreement.

-13 -
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Management’s Discussion and Analysis
June 30, 2025

CAPITAL ASSETS AND DEBT ADMINISTRATION

Lobo Energy’s investment in capital assets as of June 30, 2025, 2024, and 2023 was $5,864,067, SO,
and S0, respectively. The second cogeneration unit was transferred to UNM in fiscal year 2023. This
investment in capital assets included a co-generation project in construction. Additional
information concerning Lobo Energy’s capital assets may be found in Note 4 in notes to the financial
statements.

At the end of the current fiscal year, Lobo Energy had total debt outstanding of $6,780,814.
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

Revenues — Combined operating revenues totaled $1,832,235, $1,032,000 and $1,127,989 for the
years ending June 30, 2025, 2024 and 2023. Part of this operating revenue is under the current
Management Services Agreement (MSA) for utility project management services and other project
management services of $1,066,000 and $1,032,000, respectively, which includes $480,000 in both
fiscal years for utilities management services, with an increase in the last month of 2025 of $34,000
a month per Amended MSA dated June 24, 2025. Other management services for each fiscal year
2025 and 2024 were $552,000 per year. The increase in fiscal year 2025 was due to the Master
Service Agreement being Amended on June 24, 2025. Also included in operating revenues in 2025 is
UNM committed to paying a total of $800,000 for the UNM South Campus Energy Performance
Savings Conservation project and paid $742,622 of that in 2025. Finally, $23,613 was received for
energy rebates and was included in operating revenues.

Expenses — Total operating expenses increased by $30,174, due to salary and benefit increases.
During fiscal year 2024, total operating expenses decreased by $175,976, due to the payment of the
Yearout Investment Grade Audit in FY 2023.

CONTACTING LOBO ENERGY’S FINANCIAL MANAGEMENT

This report is meant to describe the financial condition and position of Lobo Energy. If you have
guestions about this report or need additional financial information, contact:

Lobo Energy, Incorporated

800 Bradbury Drive SE, Suite 216
Albuquerque, New Mexico 87106-4310
(505) 272-7118

-14 -
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Lobo Energy, Incorporated

(A Component Unit of the University of New Mexico)

Statements of Net Position

June 30, 2025 2024
Assets
Current assets
Cash and cash equivalents 242,103 S 242,124
Restricted cash 1,956,951 -
Cash on deposit with fiscal agent 19,108 73,723
Accounts receivable 10,944 10,944
Prepaid insurance 6,599 60,041
Total current assets 2,235,705 386,832
Noncurrent assets
Capital assets, net 5,864,067 -
Total noncurrent assets 5,864,067 -
Total assets 8,099,772 S 386,832
Liabilities
Current liabilities
Accounts payable 507,956 S 88
Accrued expenses - 15,673
Accrued compensated absences 69,303 73,570
Long-term debt, current 5,191 -
Total current liabilities 582,450 89,331
Long-term debt, net of current portion 6,775,623 -
Total liabilities 7,358,073 89,331
Net position
Net investment in capital assets 1,040,204 -
Unrestricted (298,505) 297,501
Total net position 741,699 297,501
Total liabilities and net position 8,099,772 S 386,832

The accompanying financials are an integral part of these financial statements.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)

Statements of Revenues, Expenses and Changes in Net Position

For the Years Ended June 30, 2025 2024
Operating revenues

Utilities management services S 480,000 S 480,000

Other management services 1,352,235 552,000
Total operating revenues 1,832,235 1,032,000
Operating expenses

Administrative expenses 468,613 438,392

Project expenses 780,220 780,267
Total operating expenses 1,248,833 1,218,659
Operating income (loss) 583,402 (186,659)
Non-operating revenues (expenses)

Interest expense (350,734) -

Interest income from deposit with fiscal agent 2,249 4,852

Interest income 209,281 -
Net non-operating revenues (expenses) (139,204) 4,852
Change in net position 444,198 (181,807)
Net position, beginning of year 297,501 479,308
Net position, end of year S 741,699 S 297,501

The accompanying financials are an integral part of these financial statements.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Statements of Cash Flows

For the Years Ended June 30, 2025 2024

Cash flows from operating activities

Receipts from customers S 1,832,235 S 1,032,000
Payments to suppliers (270,721) (306,821)
Payments to employees (915,287) (898,831)
Net cash provided by (used in) operating activities 646,227 (173,652)

Cash flows from capital financing activities

Purchase of property and equipment (5,385,522) -
Proceeds from long-term debt 6,780,814 -
Interest expense (350,734) -
Net cash provided by capital financing activities 1,044,558 -

Cash flows from investing activities

Interest earned 209,281 -
Interest earned from deposit with fiscal agent 2,249 4,852
Net cash provided by investing activities 211,530 4,852
Net change in cash and cash equivalents 1,902,315 (168,800)
Cash and cash equivalents at beginning of year 315,847 484,647
Cash and cash equivalents at end of year S 2,218,162 S 315,847

Reconciliation of of cash to the statement of net position

Cash and cash equivalents S 242,103 S 242,124
Restricted cash 1,956,951 -
Cash on deposit with fiscal agent 19,108 73,723
Cash on statement of cash flows S 2,218,162 S 315,847

The accompanying financials are an integral part of these financial statements.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Statements of Cash Flows (Continued)

For the Years Ended June 30, 2025 2024

Operating income (loss) S 583,402 S (186,659)

Reconciliation of operating income (loss) to net cash
provided by (used in) operating activities
Changes in assets and liabilities

Prepaid insurance 53,442 2,568
Accounts payable 29,323 73
Accrued expenses (15,673) 5,820
Accrued compensation (4,267) 4,546
Net cash provided by (used in) operating activities S 646,227 S (173,652)

The accompanying financials are an integral part of these financial statements.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Notes to Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Lobo Energy, Incorporated (Lobo Energy)(a blended component unit of the University of New
Mexico) is owned, controlled, and was established by the University of New Mexico’s (UNM) Board
of Regents. Lobo Energy was incorporated in the State of New Mexico on July 15, 1998. It was
organized under the amended State of New Mexico’s University Research Park Act. The name of the
Act has since been changed to the University Research Park and Economic Development Act.

Lobo Energy was established to provide UNM with services outlined in an Interim Services
Agreement (ISA) that included procuring electricity and natural gas for UNM, installing an energy
metering and management system, and developing a Master Utility Business Plan (Plan) for the
upgrade and improvement of the utility infrastructure. Lobo Energy completed the installation of a
metering and monitoring system and developed and integrated energy procurement methods into
UNM'’s procurement processes. Lobo Energy’s board of directors approved the Plan in June 2000.
UNM implemented the Plan and financed and constructed the projects contemplated in the Plan.

In developing the plan, Lobo Energy employed several consultants to assist in assessing the utility
infrastructure needs, defining a technical solution, and determining the financial parameters of that
solution. The combined efforts resulted in a comprehensive plan that identified many utility
improvement projects, their construction costs, and the financial impacts upon the utility services.
The utility systems included in the plan were renewed through a series of construction projects over
a period of several years.

Lobo Energy conducted its business under the terms of a November 2000 through 2005
Management Services Agreement (MSA) that replaced the original ISA. Under the MSA, with
respect to existing and any and all new utility systems and equipment, UNM continued to own,
finance, operate, maintain, and in all respects control the utility equipment and systems. Lobo
Energy provided project management services and transition management services for the duration
of the project. The utility upgrade project was completed during 2006.

Lobo Energy currently provides services to UNM conducted its business under the terms of a
revised MSA, which was effective November 2020 through 2025. The agreement continued for
consecutive one year periods after its expiration or until such time as it is terminated. This MSA was
amended and restated on May 1, 2024.

Lobo Energy currently provides services to UNM under the amended and restated MSA, which
became effective on May 1, 2024 and was amended as of June 3, 2025 (Note 3). The agreement
continues for consecutive one year periods after its expiration or until such time as it is terminated.
UNM may terminate the MSA thirty-days after written notice to Lobo Energy. UNM has not notified
Lobo Energy that it intends to exercise this right. Upon termination of this agreement all rights and
privileges granted, assigned, or shared between Lobo Energy and UNM shall terminate. Upon
termination of the agreement, all property of Lobo Energy shall transfer to UNM subject to the prior
rights, if any, of any creditors of Lobo Energy.

-21-
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Notes to Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

UNM requested that Lobo Energy implement an energy conservation program on the campus
during fiscal year 2008. Lobo Energy entered into a contract with Energy Education, Inc. (EEI), a
corporation that specializes in energy conservation (EEl is now known as Cenergistic). Lobo Energy
hired six energy conservation specialists (ECSs).

Contract payments began after the first six months the contract was in effect. The ongoing program
continues to be very effective. UNM has experienced a dramatic decrease in its energy
consumption, as well as a reduction in the size of its carbon footprint since the onset of the project.
The four-year contract with EEIl expired on September 30, 2012. The energy conservation project
continues on campus.

During fiscal years 2008 and 2009, energy-conservation programs were started on UNM'’s Valencia,
Gallup, Los Alamos, and Taos campuses. The program on each of those campuses is administered by
an employee who was already employed on each campus. The programs are ongoing during fiscal
years 2025 and 2024.

During fiscal year 2013, at the request of UNM, Lobo Energy began providing technical support for
the smart-grid, renewable-energy project owned by Shimizu NA on the Mesa del Sol campus. Lobo
Energy is compensated by Shimizu for its participation in this project. Lobo Energy’s contract with
Shimizu expired on March 31, 2014. The solar unit was given to UNM’s Engineering Department by
Shimizu, and the maintenance is provided by UNM Physical Plant personnel.

During fiscal year 2014, at the request of UNM, Lobo Energy purchased a Cogeneration unit on the
University Campus in the Ford Utilities Building. The loan/equipment agreement with Banc of
America was paid off in July of 2022 and the ownership was subsequently transferred to the
University.

In 2025 Lobo Energy engaged Yearout Energy Services Company, LLC (Yearout) to complete an
investment grade energy audit of the University’s South Campus facilities and entered into a utility
savings contract with Yearout for a project for energy savings improvements for the acquisition,
construction and installation of energy saving measures. See more information in Note 7.

Lobo Energy is a blended component unit of UNM and reported upon as a part of the basic financial
statements of UNM. Additional information regarding UNM may be obtained directly from their
administrative office as follows: 1 University of New Mexico, MSC01 1300, Albuquerque, NM
87131.

These financial statements include those activities and functions related to Lobo Energy,
Incorporated which are controlled by or dependent upon its Board. The accompanying financial
statements do not present the financial position and results of operations of UNM, taken as a whole
in accordance with generally accepted accounting principles (GAAP).
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Notes to Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Reporting Entity

In evaluating how to define Lobo Energy, for financial reporting purposes, management has
considered all potential component units. The decision to include any potential component units in
the financial reporting entity was made by applying the criteria set forth in GASB Statement No. 14, as
amended by GASB Statement No. 39, GASB Statement No. 61, GASB Statement No. 80, and GASB
Statement No. 90.

Blended component units, although legally separate entities, are in substance part of the
government’s operations. Each discretely presented component unit is reported in a separate
column in the government-wide financial statements to emphasize that it is legally separate from
the government.

The basic, but not the only-criterion, for including a potential component unit within the reporting
entity is the governing body’s ability to exercise oversight responsibility. The most significant
manifestation of this ability is financial interdependency. Other manifestations of the ability to
exercise oversight responsibility include, but are not limited to, the nomination and voting on income
board members, the designation of management, the ability to significantly influence operations, and
accountability for fiscal matters.

A second criterion used in evaluating potential component units is the scope of public service.
Application of this criterion involves considering whether the activity benefits the government and/or
its citizens.

A third criterion used to evaluate potential component units for inclusion or exclusion from the
reporting entity is the existence of special financing relationships, regardless of whether the
government is able to exercise oversight responsibilities. Finally, the nature and significance of a
potential component unit to the primary government could warrant its inclusion within the
reporting entity.

Based upon the application of these criteria, Lobo Energy provides services only to UNM and has no
component units required to be included in these financial statements.

Basis of Accounting and Financial Statement Presentation

As a component unit of UNM, Lobo Energy presents its financial statements in accordance with
accounting standards generally accepted in the United States as established by the Governmental
Accounting Standards Board (GASB). Lobo Energy applies the business-type activity accounting and
Lobo Energy’s financial statements have been prepared using the economic resources
measurement focus and the accrual basis of accounting. Under the accrual basis, revenues are
recognized when earned, and expenses are recorded when an obligation has been incurred. The
significant accounting policies utilized by Lobo Energy in the preparation of the financial statements
are described below.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Notes to Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Liabilities, and Net Position
Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand with original maturities of three months or less.
For purposes of the statement of cash flows, cash and cash equivalents include cash deposits and
amounts held by its fiscal agent.

Restricted Cash

Cash that was received from two equipment purchase agreements that can only be used for an
energy project entered into by Lobo Energy. See more information in Note 7.

Cash on Deposit with Fiscal Agent

Lobo Energy has no statutory policy requirements related to cash deposits. UNM serves as the fiscal
agent for Lobo Energy through which Lobo Energy participates in a pooled bank account maintained
by UNM. At June 30, 2025 and 2024, Lobo Energy had a balance in that pooled account of $19,108
and $73,723, respectively. As fiscal agent, UNM requires the financial institution holding these
pooled funds to maintain minimum collateral amounts. Interest is allocated monthly to Lobo
Energy’s account based on its balance in the pooled bank account at the end of the preceding
month.

Accounts Receivable

Accounts receivable balances represent amounts due from an affiliated entity (UNM) for services
performed under the MSA.

Allowance for Credit Losses

Management evaluates its receivables on an ongoing basis by analyzing customer relationships and
previous payment histories. The allowance for credit losses is management’s best estimate of the
amount of expected credit losses in the existing accounts based on current market conditions.
Historically, losses on uncollectible accounts have been within management’s expectations. The
allowance for credit losses is reviewed on a periodic basis to ensure there is sufficient reserve to
cover any potential credit losses. When receivables are considered uncollectible, they are charged
against the allowance for credit losses. Collections on accounts previously written off are included
in the change in net assets as received. Management considers receivables to be 100% collectible;
therefore no allowance has been made for uncollectible amounts for the years ended June 30, 2025
and 2024.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Notes to Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets, Liabilities, and Net Position (Continued)

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded
as prepaid items in the statements. The cost of prepaid items is recorded as expenses when
consumed rather than when purchased.

Capital Assets

Capital assets, which include internally generated software and plant in service, are reported in the
applicable business-type activities in the financial statements. Capital assets are defined by Lobo
Energy as assets with an initial, individual cost of more than $5,000 and an estimated useful life in

excess of one years.

The internally generated software and plant in service are depreciated using the straight-line
method over the following estimated useful lives:

Capital asset classes Lives
Internally generated software 5
Plant in service 25
Compensated Absences

Lobo Energy’s policy permits employees to accumulate earned but unused vacation benefits, which
are eligible for payment upon separation from service. The liability for such leave is reported as
incurred in the financial statements. A liability for those amounts is recorded only if the liability has
matured as a result of employee resignations or retirements. The liability for compensated
absences includes salary-related benefits, where applicable. Qualified employees are entitled to
accumulate annual leave up to two hundred fifty-two hours per year according to a graduated leave
schedule and carry that leave forward from calendar year to calendar year. Upon termination,
employees will be paid for up to two fifty-two hours of accrued annual leave. Qualified employees
who are terminated are not entitled to unused sick leave except for amounts unused exceeding a
balance of 600 hours. If a terminated employee’s balance exceeds 600 hours, the employee can
request that the amounts in excess of 600 be paid out to the employee upon termination at 50% of
their pay rate. Sick leave is accrued but not paid out. Additional details regarding Lobo Energy’s
compensated absences policies and liability are provided in Note 6.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Notes to Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Liabilities, and Net Position (Continued)

Net Position

Equity is classified as net position and displayed in three components:

Net investment in capital assets — Net position invested in capital assets, net of accumulated
depreciation and reduced by the outstanding balances of any bonds, mortgages, notes, or other
borrowings that are attributable to the acquisition, construction, or improvement of those assets.

Restricted net position — Consist of net position with constraints placed on the use either by (1)
external groups such as creditors, grantors, contributors, or laws or regulation of other
governments; or (2) law through constitutional provisions or enabling legislation. Lobo Energy had
no restricted net position for the years ending June 30, 2025 or 2024.

Unrestricted net position — All other net position that do not meet the definition of “restricted” or
“net investment in capital assets.”

Revenues and Expenses

Proprietary funds operating and nonoperating revenues and expenses — Proprietary funds
distinguish operating revenues and expenses from nonoperating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection
with a proprietary fund’s principal ongoing operations. The principal operating revenues of the Lobo
Energy are two types of project management services: utilities management services and other
management services (see Note 3). Revenue is recognized for each type of service based on the
terms of the MSA.

Operating expenses for enterprise funds include the cost of services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported
as nonoperating revenues and expenses.

Income Tax Status

Lobo Energy is exempt from income tax under Section 501(c)(3) of the Internal Revenue Code and
has been determined to be an organization which is not a private foundation.

The Internal Revenue Service has not examined any of the Form 990 tax returns. However, Lobo
Energy’s tax returns for 2024, 2023 and 2022 are subject to examination by the IRS, generally, for
three years after they were filed. Lobo Energy recognizes tax benefits only to the extent Lobo
Energy believes it is “more likely than not” that its tax position will be sustained upon IRS
examination.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Notes to Financial Statements

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
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 certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates. Significant estimates for Lobo Energy is management’s estimate of depreciation on
assets over their estimated useful lives and the calculation of compensated absences.

Subsequent Events

Management has evaluated subsequent events through the date that the financial statements were
available to be issued, September 30, 2025, and determined there were no events that occurred
that required disclosure. No subsequent events occurring after this date have been evaluated for
inclusion in these financial statements.

Recently Issued and Implemented Accounting Pronouncements

During the fiscal year ended June 30, 2025, Lobo Energy adopted GASB Statement No. 101,
Compensated Absences, and GASB Statement No. 102, Certain Risk Disclosures. The implementation
of these statements, besides GASB Statement No. 101, Compensated Absences, did not have a
significant impact on Lobo Energy because the activities of Lobo Energy were not affected by the
statement in a material manner. GASB Statement No. 101, Compensated Absences, did have a
significant impact on Lobo Energy. Additional information about the changes to the financial
statements related to the implementation of this Statement can be found in Note 6.

The Governmental Accounting Standards Board has issued statements that will become effective in
future years. These statements are as follows:

GASB Statement No. 103, Financial Reporting Model Improvements. The requirements of this
Statement aim to improve key components of the financial reporting model to enhance its
effectiveness in providing information that is essential for decision making and assessing a
government’s accountability. The requirements of this Statement are effective for fiscal years
beginning after June 15, 2025. Earlier application is encouraged.

GASB Statement No. 104, Disclosure of Certain Capital Assets. The requirements of this Statement
aim to improve reporting on capital assets by separately disclosing specific types of capital assets in
financial statement notes. The requirements of this Statement are effective for fiscal years

beginning after June 15, 2025. Earlier application is encouraged.

Lobo Energy is evaluating the requirements of the above statements and the impact on reporting.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Notes to Financial Statements

Note 2: CASH

Lobo Energy’s cash balances include cash on deposit with its fiscal agent, restricted cash (see Note
7) and an operating account. Lobo Energy has no statutory or policy requirements; however, it has a
policy to deposit funds only in FDIC-insured accounts. UNM serves as the fiscal agent for Lobo
Energy through which Lobo Energy participates in a pooled bank account maintained by UNM. At
June 30, 2025 and 2024, Lobo Energy had a balance in the pooled account of $19,108 and $73,723,
respectively.

As fiscal agent, UNM requires the financial institution holding these pooled funds to maintain
minimum collateral amounts. Interest is allocated monthly to Lobo Energy’s account based on its
balance in the pooled bank account at the end of the preceding month. At June 30, 2025 and 2024,
Lobo Energy realized a gain of $2,249 and $4,852, respectively, from year-end adjustments to the
interest account by UNM.

Custodial Credit Risk — Custodial credit risk is the risk that in the event of a bank failure, the entity’s
deposits may not be returned to it.

As of June 30, 2025 and 2024, Lobo Energy’s separate operating account had deposits totaling
approximately $2.2 million and $321 thousand, respectively. As a separate legal 501(c)(3) entity,
Lobo Energy is not subject to the public money act pledged collateral requirements. Lobo Energy
limits the amount of exposure with any one financial institution and believes that no significant
concentration of credit risk exists with respect to cash and cash equivalents. At June 30, 2025 and
2024, the separate checking account balance was in excess of amounts insured by the FDIC by
approximately $1.5 million and S0, respectively.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Notes to Financial Statements

Note 3: PROJECT MANAGEMENT SERVICES UNDER THE REVISED MANAGEMENT SERVICES
AGREEMENT

(a) Utilities Management Services

Lobo Energy may provide assistance to UNM, as requested, for the management and supervision of
its contracts that provide for the following:

e Planning, design, engineering, contracting, energy conservation, and commissioning services
for assigned projects.

e Procurement of equipment and services in the course of implementing the projects.

e Management of UNM'’s energy procurement strategies.

e Recommendations for obtaining cost-effective energy commodities and services from
energy suppliers.

e Management of UNM'’s energy-related regulatory issues.

e Recommendations for appropriate actions and strategies in response to regulatory
opportunities or events.

e Administrative tools capable of providing utility operational budgeting, capital project
budgeting, major maintenance budgeting, cash flow tracking, and energy savings tracking
and assistance with developing the energy and administrative capabilities.

(b) Other Management Services
Lobo Energy also may provide other management services that consist of the following:

e Commercial development planning services.
e Additional infrastructure development plans.
e Other planning services as assigned.

Under the amended and restated MSA, as of June 4, 2025, UNM pays Lobo Energy a mutually
agreed-upon monthly fee for the duration of each project, including monthly fees for the Project
identified in the resolution of the Board of Regents passed on June 4, 2025.

Under the terms of the amended and restated MSA, effective May 1, 2024, UNM compensates Lobo
Energy for these services at the rate of $40,000 per month related to utility project management
and $80,000 per month related to energy conservation projects, including monthly fees for the
Project identified in the resolution of the Board of Regents passed on May 16, 2024, over a five-year
period.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Notes to Financial Statements

Note 4: CAPITAL ASSETS

In 2025 CIP in the amount of $5,864,067 was added from an energy project that started July 2,
2024. See Note 7 for more information. The following is a summary of changes in capital assets
during the years ended June 30, 2025 and 2024:

Beginning Ending
For the year ended June 30, 2025 Balance Increases Decreases Balance
Capital assets, not being depreciated
Construction-in-progress - § 5,864,067 S - S 5,864,067
Capital assets, not being depreciated - 5,864,067 - 5,864,067
Capital assets, being depreciated
Internally generated software 665,011 - - 665,011
Capital assets, being depreciated 665,011 - - 665,011
Less accumulated depreciation for
Internal generated software (665,011) - - (665,011)
Total accumulated depreciation (665,011) - - (665,011)
Total capital assets being depreciated, net - - - -
Total capital assets, net - $ 5,864,067 S - S 5,864,067
Beginning Ending
For the year ended June 30, 2024 Balance Increases Decreases Balance
Capital assets being depreciated
Internally generated software 665,011 S - S - S 665,011
Total capital assets being depreciated 665,011 - - 665,011
Less accumulated depreciation
Plant in service and internal
generated software (665,011) - - (665,011)
Total accumulated depreciation (665,011) - - (665,011)
Capital assets being depreciated, net S - S - S - S -

There was no depreciation expense as of June 30, 2025 and 2024.
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Notes to Financial Statements

Note 5: DEFINED CONTRIBUTION PLAN

Lobo Energy entered into, and administers, a 403(b) defined-contribution plan effective February 1,
2000, and amended January 1, 2009 and May 1, 2020. As a defined-contribution plan, benefits
depend solely on amounts contributed to the plan, plus investment earnings. The plan may be
amended by a board of directors’ resolution. All employees of Lobo Energy are eligible to
participate and are considered to be immediately vested. The plan allows for variable employee
contributions up to the Internal Revenue Service maximum allowed amount. Lobo Energy
contributed a 100% match up to 6% of each participating employee’s gross salary per compensation
period through April 2020. Effective May 1, 2020, Lobo Energy contributes a 100% of
compensation, provided that the participant’s elective deferrals do not exceed that percentage of
the participant’s compensation determined by reference to, and in the same percentage designated
as the Employer Rate published by the State of New Mexico Educational Retirement Board. The
Employer Rate was 19.00% in FY 2025 and 18.15% in FY 2024 as published by the State of New
Mexico Educational Retirement Board. Contributions to the plan by Lobo Energy for the fiscal years
ended June 30, 2025 and 2024 were $109,183 and $98,836, respectively.

Note 6: COMPENSATED ABSENCES
Changes in Compensated Absences
The following table summarizes the changes in the accrued compensated absences liability for the

years ended June 30, 2025 and 2024. The column labeled ‘Net Change’ represents the net change
during the fiscal year.

Balance at July 1 Net Change Balance at June 30
Fiscal Year 2025 S 73,570 S (4,267) S 69,303
Fiscal Year 2024 S 69,024 S 4,546 S 73,570

During fiscal year 2025 Lobo Energy implemented GASB Statement No. 101, Compensated
Absences. This statement changed how the compensated absences liability is recognized and
measured by moving from a vesting to more likely than not recognition model, as well as including
certain salary related expenses in the measurement of the liability.

Implementation of this statement increased accrued compensated absences and total operating
expenses in 2025 as reflected in the following schedule.
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Note 6: COMPENSATED ABSENCES (Continued)

Ending fiscal year 2025 accrued compensated
absences before implementation S 63,651
Increased by implementing GASB 101 5,652

Adjusted fiscal year 2025 ending accrued
compensated absences S 69,303

Ending fiscal year 2025 operating expenses
before implementation S 1,243,181
Increased by implementing GASB 101 5,652

Adjusted fiscal year 2025 ending operating
expenses S 1,248,833

Note 7: LONG-TERM DEBT

Lobo Energy engaged Yearout Energy Services Company, LLC (Yearout) to complete an investment
grade energy audit of the University’s South Campus facilities and entered into a utility savings
contract with Yearout for a project for energy savings improvements for the acquisition,
construction and installation of energy saving measures.

To finance this project proceeds of $6,780,814 from two equipment purchase agreements entered
into on July 2, 2024 are being used. As of June 30, 2025, $1,956,951 in restricted cash remains from
these proceeds. Lobo Energy entered into two equipment purchase agreements with the Banc of
America Public Capital Corp. Lobo Energy set aside certain revenues received each month from the
University to make rental payments. Interest earned on this restricted cash balance for the year
ended June 30, 2025 was $209,281.

A tax-exempt equipment purchase agreement (ELPA) between Lobo Energy (the lessee) and Banc of
America Public Capital Corp (the lessor) was entered into on July 2, 2024 in the amount of
$3,006,442, including capitalized interest of $135,290, with an interest rate of 4.50%. The
agreement expires on July 2, 2044 where the lessee has the option to purchase all the equipment
and have an option after the 10" year to make prepayment to pay the amount off early and own
the equipment outright. No principal payments are due in FY 2025 and the agreement had a bond
issuance cost of $43,050. UNM will be required to make payments to Lessee to cover all financial
obligations of Lessee and be included in Master Service Agreement (“MSA”) between Lobo Energy
and UNM. Regardless of the status of installation or performance of the Equipment, the Lessee’s
obligation to make payments commence on that certain date as set forth in the Agreement. Legal
title to the Equipment shall be vested in the Lessee. The Agreement will be a net financial contract
of the Lessee, and all expenses (including, but not limited to, insurance, maintenance, and taxes)
will be for the account of the Lessee.
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Note 7: LONG-TERM DEBT (Continued)

A taxable equipment purchase agreement (ELPA) between Lobo Energy (the lessee) and Banc of
America Public Capital Corp (the lessor) was entered into on July 2, 2024 in the amount of
$3,774,372, which includes capitalized interest of $217,404, with an interest rate of 5.76%. The
agreement expires on July 2, 2044 where the lessee has the option to purchase all the equipment.
No principal payments are due in FY 2025 and the agreement had a bond issuance cost of $10,000.
UNM will be required to make payments to Lessee to cover all financial obligations of Lessee and be
included in Master Service Agreement (“MSA”) between Lobo Energy and UNM. Regardless of the
status of installation or performance of the Equipment, the Lessee’s obligation to make payments
commence on that certain date as set forth in the Agreement. Legal title to the Equipment shall be
vested in the Lessee. The Agreement will be a net financial contract of the Lessee, and all expenses
(including, but not limited to, insurance, maintenance, and taxes) will be for the account of the
Lessee.

Both agreements contained reporting covenant requiring Lobo Energy to submit an audited
financial statement within 270 days of year end. Lobo Energy was in compliance with this reporting
covenant since the audit report was submitted 270 days before year end.

This debt is collaterized with a first priority security interest constituting a first lien on (a) the
Equipment, (b) moneys and investments held from time to time in the Escrow Account and (c) any
and all proceeds of any insurance proceeds.

The following is a summary of notes payable for the year ended June 30, 2025:

Year Ended June 30, 2025

Amounts Due

Beginning Ending Within One

Entity Balance Additions Deletions Balance Year
Tax Exempt ELPA S - § 3,006,442 S - S 3,006,442 S 5,191
Taxable ELPA - 3,774,372 - 3,774,372 -
Total S - $ 6,780,814 S - $ 6,780,814 S 5,191
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Note 7: LONG-TERM DEBT (Continued)

Maturities of long-term debt subsequent to June 30, 2025, are as follows:

Total
For the years ending June 30, Principal Interest Debt Service
2026 S 5191 S 331,876 $ 337,067
2027 188,446 350,693 539,139
2028 40,539 344,400 384,939
2029 47,853 342,613 390,466
2030 75,534 339,551 415,085
2031-2035 914,176 1,590,513 2,504,689
2036-2040 2,221,160 1,191,301 3,412,461
2041-2045 3,287,915 375,672 3,663,587
Total S 6,780,814 S 4,866,619 S 11,647,433

Note 8: RELATED PARTIES
Lobo Energy receives revenue from UNM as described in Note 3.

Effective December 1, 1998, UNM and Lobo Energy entered into a Memorandum of Agreement
(MOA) containing the expectations and performance obligations that UNM was seeking from Lobo
Energy at that time. The MOA articulates UNM’s and Lobo Energy’s mutual obligations in planning,
developing, and implementing the utility facilities and services required by UNM. Pursuant to the
MOA, UNM provides to Lobo Energy, at no cost to Lobo Energy, facilities support and general
business office and associated workspace. The MOA also establishes UNM as the fiscal agent for
Lobo Energy, with UNM providing cash and investment management activities for Lobo Energy, at
no cost to Lobo Energy. The MOA may be terminated by UNM, and, upon termination, all property
of Lobo Energy will be transferred to UNM or other successor organizations designated by a
resolution of UNM'’s Board of Regents.

In FY 2014, Lobo Energy paid a total of $365,077 to Facility Facts, Inc., a company owned by an
employee of Lobo Energy, for a 10% common stock interest in order to help get the company
established in order to market and sell the Facility Facts software internally generated by Lobo
Energy. There were no additional payments made in FY 2025 or FY 2024. Lobo Energy accounts for
its investment in Facility Facts, Inc. using the equity method of investment. The investment was
considered fully impaired in 2015, therefore not reported in the statements of net position as of
June 30, 2025 and 2024. In addition, Facility Facts ceased operations on August 16, 2021.
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Note 8: RELATED PARTIES (Continued)

Pursuant to the licensing agreement made with Facility Facts Inc., Lobo Energy retains the patent
rights, permanent royalty-free rights to use the Facility Facts software and will receive royalties
representing 50% of gross receipts of sublicenses granted during each calendar year for the life of
the filed patents. Lobo Energy recorded no royalties as of June 30, 2025 and June 30, 2024.

Lobo Energy is a member of New Mexico Affordable Reliable Energy Alliance (NM AREA) formerly
New Mexico Industrial Energy Consumers (NMIEC), which advocates high quality of energy service
at fair, just and reasonable prices for its members and all classes of customers. The President and
CEO of Lobo Energy is an officer of NM AREA. Lobo Energy paid NM AREA dues of $135,568 and
$113,091 for the fiscal year ended June 30, 2025 and 2024, respectively.

Lobo Energy did not purchase goods or services of companies that board members are employed by
during the fiscal years ended June 30, 2025 and 2024.

Note 9: RISK MANAGEMENT

Lobo Energy, through UNM, participates in the State of New Mexico Risk Management Program
(Risk Management) that provides general liability at Lobo Energy’s expense. Workers’ compensation
insurance and property insurance are provided by private companies at Lobo Energy’s expense. The
Risk Management program’s liability insurance coverage includes most employee liability claims;
those claims falling outside this state program are in limited amounts and are covered by UNM from
its operating budget. UNM’s exposure is limited to $2,500 per any first party incurred property loss,
with the exception of theft, which has a $5,000 deductible.

Note 10: COMMITMENTS AND CONTINGENCIES

Lobo Energy is party to various litigation and other claims in the ordinary course of business. Lobo
Energy is unaware of any material pending or threatened litigation, claims, or assessments against
Lobo Energy that are not covered by insurance. Lobo Energy entered into no agreements with
contractors and architects for various projects for the year ended June 30, 2025.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Schedule of Deposit Accounts

June 30, 2025

Fiscal
Account Name Type BOK Financial PNC Bank Agent Total

Lobo Energy, Incorporated Checking-non-interest bearing  $ - S 242,103 S - S 242,103
Lobo Energy, Incorporated Checking-non-interest bearing 489,613 - - 489,613
Lobo Energy, Incorporated Checking-non-interest bearing 14,363 - - 14,363
Lobo Energy, Incorporated Checking-interest bearing 1,452,975 - - 1,452,975
Fiscal Agent Checking-non-interest bearing - 19,108 19,108
Amounts on deposit 1,956,951 242,103 19,108 2,218,162
Reconciled balance S 1,956,951 S 242,103 S 19,108 2,218,162
Total deposits S 2,218,162

Reconciliation to the financial statements
Cash and cash equivalents S 242,103
Restricted cash 1,956,951
Cash on deposit with fiscal agent 19,108
Total deposits S 2,218,162

-38 -

517



(A Component Unit of the University of New Mexico)

Lobo Energy, Incorporated

Schedule of Deposit Accounts

June 30, 2024

Fiscal
Account Name Type PNC Bank Agent Total

Lobo Energy, Incorporated Checking-non-interest bearing S 246,548 S - S 246,548
Fiscal Agent Checking-non-interest bearing - 73,526 73,526
Amounts on deposit 246,548 73,526 320,074
Outstanding items (4,424) 197 (4,227)
Reconciled balance S 242,124 S 73,723 315,847
Total deposits S 315,847

Reconciliation to the financial statements
Cash and cash equivalents S 242,124
Cash on deposit with fiscal agent 73,723
Total deposits S 315,847
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CAR R® Carr, Riggs & Ingram, L.L.C.
R I RIGGS & 2424 Louisiana Boulevard NE
INGRAM Suite 300

Albuquerque, NM 87110

CARR, RIGGS & INGRAM, L.L.C. 505.883.2727

505.884.6719 (fax)
CRIladv.com

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

Joseph M. Maestas, PE, CFE, New Mexico State Auditor
Lobo Energy, Incorporated Board

Lobo Energy, Incorporated

Albuquerque, New Mexico

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
business-type activities of Lobo Energy, Incorporated (“Lobo Energy”), a component unit of the
University of New Mexico (the “University”), as of and for the year ended June 30, 2025, and the
related notes to the financial statements, which collectively comprise Lobo Energy’s basic financial
statements, and have issued our report thereon dated September 30, 2025.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Lobo Energy’s
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Lobo Energy’s
internal control. Accordingly, we do not express an opinion on the effectiveness of Lobo Energy’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements, on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or, significant deficiencies. Given these limitations, during our audit we did not
identify any deficiencies in internal control that we consider to be material weaknesses. However,
material weaknesses or significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Lobo Energy’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

&M'%%’ ,'! L&W, L.L.C.

Carr, Riggs & Ingram, L.L.C.
Albuquerque, NM
September 30, 2025
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Schedule of Findings and Responses
June 30, 2025

SECTION I: SUMMARY OF AUDITOR’S RESULTS
Financial Statements:
1. Type of auditor’s report issued Unmodified
2. Internal control over financial reporting:
a. Material weaknesses identified? No

b. Significant deficiencies identified not considered to be
material weaknesses? None noted

c. Noncompliance material to the financial statements? No

SECTION II: FINANCIAL STATEMENT FINDINGS

None noted.

SECTION IlI: SECTION 12-6-5 NMSA 1978 FINDINGS

None noted.

SECTION IV: SUMMARY OF PRIOR YEAR AUDIT FINDINGS

None noted.
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Lobo Energy, Incorporated
(A Component Unit of the University of New Mexico)
Other Disclosures
June 30, 2025

EXIT CONFERENCE

The contents of this report and its schedules were discussed on September 12, 2025. The following
individuals were in attendance:

Lobo Energy, Incorporated Officials

Jason Strauss President/CEO, Board Member
Julie Alberti Chief Financial Officer

Carr, Riggs & Ingram, LLC

Paul Garcia, CPA Partner

AUDITOR PREPARED FINANCIALS

Carr, Riggs & Ingram, LLC prepared the GAAP-basis financial statements and footnotes of Lobo
Energy, Incorporated from the original books and records provided to them by the management of
the Lobo Energy, Incorporated. The responsibility for these financial statements remains with Lobo
Energy, Incorporated.
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“Meeting of the Member” Process — Defined

Each year it is a requirement for Lobo Energy, Inc. and Lobo Development Corp. to have a
“Meeting of the Member”. In each case the “Member” has been defined as the University of
New Mexico Board of Regents.

The required meeting is typically held during a Board of Regents Meeting and includes the
following agenda items, but may be altered to include other items as needed. The Chairman of
the Board for each entity is responsible for carrying forward the agenda. If the Chairman is not
available, or so desires, an Officer of the entity may act in the Chairman’s stead.

Typical Agenda for the “Meeting of the Member™:

1. Approval of the previous years’ Meeting of the Member minutes

2. Approval of the Annual Audit finding for Lobo Energy Inc./Lobo Development Corp.
3. Adjournment of the Meeting of the Member

Directions for the Meeting of the Member for Lobo Energy Inc.

1. President of the Board of Regents calls for the annual “Meeting of the Member” for Lobo
Energy Inc.

2. President of the Board of Regents calls for approval of the minutes from the previous
years’ “Meeting of the Member”

3. The Chairman/Officer of Lobo Energy Inc. presents the Annual Audit Findings

4. President of the Board of Regents calls for approval of the Audit Findings presented by
Lobo Energy Inc.

5. President of the Board of Regents adjourns the “Meeting of the Member” Lobo Energy
Inc.

Directions for the Meeting of the Member for Lobo Development Corp.

1. President of the Board of Regents calls for the annual “Meeting of the Member” for Lobo
Development Corp.

2. President of the Board of Regents calls for approval of the minutes from the previous
years’ “Meeting of the Member” — NOTE, as there was no Meeting of the Member in
2008, there is no approval for minutes in 2009 — this will begin in 2010.

3. The Chairman/Officer of Lobo Development Corp. presents the Annual Audit Findings

4. President of the Board of Regents calls for approval of the Audit Findings presented by
Lobo Development Corp.

5. President of the Board of Regents adjourns the “Meeting of the Member” for Lobo
Development Corp.
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Minutes: UNM Board of Regents, February 20, 2025

Minutes of the Regular Meeting of
The Board of Regents of the University of New Mexico
February 20, 2025 at 5:00 AM
Open Session - UNM Student Union Building (SUB) Ballroom B
Executive Session - immediately following, SUB Cherry Silver Room
Livestreamed at hftps:/live.unm.edu/board-of-regents

Members Present

Jack Fortner, Acting Chair
William Payne

Christina Campos
Patricia Williams

Victor Reyes

Paula Tackett

Members Not Present
Paui Blanchard

Administration Present

Garnett S. Stokes, President; James Holloway, Provost and EVP for Academic Affairs; Teresa Costantinidis, EVP
for Finance and Administration; Mike Richards, EVP for Health Sciences and CEO of the Health System; Rebecca
Napier, VP Finance & Administration, HSC; Norma Allen, University Controller; Shawna Wolfe, VP Institutional
Support Services; Fern Lovo, VP Athletics; Assata Zerai, VP Equity and Inclusion; Eric Scott, VP Student Affairs,
Dan Garcia, VP Enroliment Management; Scot Sauder, Interim General Counsel; Francie Cordova, Chief
Compliance Cfficer; Kevin Stevenson, VP HR; Terry Babbhitt, President's Chief of Staff, Cinnamon Blair, Chief
University Marketing and Communications Officer; deans and others

Advisors Present
Anthony Tomaziefski, ASUNM President; Michel Rivera Ramirez, GPSA President; Ivan Olay, Staff Council
President; Cris Elder, Faculty Senate President; Kennith Armijo, Alumni Association Board President

Presenters

Kate Becker, CEO, UNM Hospitals

Mike Chicarelli, COO, UNM Hospitals

Jason Strauss, President/CEOQ, Lobo Energy Inc.

Thomas Neale, Interim Executive Director, Lobo Development Corporation

Lisa Kuuttila, CEQ & Chief Economic Development Officer, UNM Rainforest Innovations
Gary Milady, Interim President & CEO UNMMG

CALL TO ORDER AND CONFIRMATION OF A QUORUM
Acting Chair Jack Fortner called the meeting to order at 9:09 am in the UNM Student Union Building, Ballroom B, and
confirmed a quorum with 6 members present in person {Campos, Payne, Fortner, Reyes, Williams and Tackett).

Land Acknowledgement Statement of the University of New Mexico
Regent Campos affirmed UNM's Land Acknowledgement Statement by reading it aloud:

Founded in 1889, The Universily of New Mexico sifs on the tradifional homelands of the Pueblo of Sandia. The original
peoples of New Mexico — Pueblo, Navajo, and Apache — since time immemorial, have deep connections to the land
and have made significant contributions to the broader communily statewide. We honor the land itself and those who
remain stewards of this land throughout the generations and also acknowledge our commitled relationship (o
indigenous peoples. We gratefully recognize our history.

VOTE TO ADOPT THE AGENDA
e The motion to adopt the agenda passed unanimously with six regents present and voting (1% Payne; 2™
Tackett).
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Minutes: UNM Board of Regents, February 20, 2025
VOTE TO CONFIRM THE APPROVAL OF MINUTES
¢ The motion to approve the minutes of the December 19, 2024 Regular Meeting & January 17, 2025
Special Meeting passed unanimously (1* Tackett; 2"Y Payne).

PUBLIC COMMENT RELATED TO AGENDA ITEMS
There were no public comments related to items on the agenda.

ADVISORS COMMENTS RELATED TO AGENDA ITEMS
There were no advisor comments related to agenda items.

PRESIDENT'S ADMINISTRATIVE REPORT
President Stckes welcomed Regents Christina Campos and Patricia Williams and congratulated Regent
Reyes on his 2-year term appointment. She then presented her administrative report (Attachment A).

REGENTS' COMMENTS
There were no regents’ comments.

Election of Interim Secretary and Treasurer of the Board pending elections to be held at the annual meeting of
the Board of Regents on March 10, 2025

Scot Sauder, Interim General Counsel, explained that under Section 21-7-5 of the New Mexico Statutes, the
Board is required to elect a President and Secretary-Treasurer annually. This annual meeting must occur on
the second Monday in March yearly. Regents Policy Manual Section 1.2 states that the regents will also elect
a Vice Chair, who serves as “chair pro tem” in the absence of the Chair. Regent Fortner, Vice Chair, is serving
as Acting Chair until the March 10, 2025 meeting. A vacancy in the position of Secretary-Treasurer, due to the
end of their term, required an immediate election of an Interim Secretary-Treasurer to serve from this day until
March 10, 2025. Regent Fortner called for nominations. Paula Tackett nominated Victor Reyes, who was the
sole nominee. Regent Fortner closed nominations.

The motion to elect Victor Reyes as the Acting Secretary-Treasurer of the Board of Regents passed
unanimously 6-0 (1** Tackett; 2" Campos).

COMMITTEE REPORTS

VOTE TO APPROVE THE CONSENT DOCKET
1. Create the Davis-Kozoll Endowed Professorship for Prevention Research and Practice
2. Appoint Dr. Carmella Kahn as the inaugural Holder of the Davis-Kozoll Endowed Professorship for
Prevention Research and Practice
3. Appoint Christopher Amos, PhD, as the recipient of the Carolyn R. Surface Endowed Chair in
Cancer Population and Data Science
4. CERT Welding Tech TA (New-Taos)
5. CERT Medical Biotechnology (New-Valencia)
6. AA Psychology (New-Valencia)
7
8

UNMMG Board of Directors Appointments
. 933 Bradbury — Public Corridor Flooring Replacement - $400,000
9. OSIS Air Handling Unit #1 (AHU-1) Replacement - $1,000,000
10. UH-Main Fluoroscopy Room #1 Equipment Replacement - $600,000
11. Financial Actions Report and Certification through December 31, 2024
12. Board Appointments and Reappointments to LEI Board of Directors Public Members
13. Project Construction Approvals (all items above $2 Million):
a UNMT Pueblo Hall East HVAC and Roof Replacement
b. Alvarado Hall Dormitory Elevator Install
¢. Alvarado Hall Dormitory Community Restroom Modernization
d. Humanities Building Demolition
14. 2025 UNM Valencia County Local Obligation Bond Sale Resolution
15. Proposed Revisions to Regents' Policy 7.7 Travel Reimbursement and Per Diem
*Docket Note: Number{s) 1-6 moved from Student Success, Teaching and Research [SSTAR] Committee; 7-10 from Health
Sciences Center Committee; Numbers 11-15 moved from Finance & Facilities [F&F] Committee.
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BMinutes: UNM Board of Regents, February 20, 2025

Tackett)

HEALTH SCIENCES CENTER COMMITTEE (HSCC) Jack Fortner, Co-Chair

The Health Sciences Center moved three items forward for approval by the Board. Kate Becker, CEO. UNMH,
and Mike Chicarelli, COO. UNMH presented each of the three items.

SANDIA VISTA PRIMARY CARE CLINIC - $19,000,000
The motion to approve the Sandia Vista Primary Care Clinic passed unanimously (1% Payne; 2™
Tackett)

UH-MAIN 2nd FL. OR SUITE RENOVATION - $40,000,000
The motion to approve UH-Main 2nd Fl. OR Suite Renovation passed unanimously (1% Payne; 2"
Tackett)

UNM HOSPITAL PAVILLION BACKFILL DESIGN - $6.000.000
The motion to approve UH-Main 2nd Fl. OR Suite Renovation passed unanimously (1% Reyes; 2™

Tackett)

VOTE TO RECESS THE BOARD OF REGENTS
to hold the 'Meeting of the Member for Lobo Energy, Inc.; Lobo Development Corporation; Rainforest
Innovations; and UNM Medical Group, Inc.

The motion to recess the Board of Regents meeting passed unanimously (1% Tackett; 2" Reyes)

VOTE TO CONVENE THE MEMBER OF THE MEETING = LOBO ENERGY, INC.

» The motion to convene the Meeting of the Member passed unanimously (1% Payne; 2™ Tackett)

Jason Strauss, President/CEQ, Lobo Energy Inc.briefly presented the agenda items below for approval

VOTE TO ACCEPT THE LOBO ENERGY, INC. SUMMARIZED MINUTES OFf THE FEBRUARY 15, 2024
MEETING

» The motion to accept the summarized minutes of the February 15, 2024 meeting passed unanimously
(1%t Payne; 2 Blanchard)

VOTE TQ ACCEPT THE LOBO ENERGY, INC FY 2023-24 AUDIT
« The motion to accept the FY2023-24 Audit meeting passed unanimously (1* Reyes; 2" Campos)

VOTE TO ADJOURN THE MEMBER OF THE MEETING—- LOBO ENERGY, INC.
» The motion to adjourn the Meeting of the Member passed unanimously (1* Reyes; 2" Tackett)

VOTE TO CONVENE THE MEMBER OF THE MEETING — LOBO DEVELOPMENT
+ The motion to convene the Meeting of the Member passed unanimously (1% Reyes; 2" Payne)

Thomas Neale, Interim Executive Director, Lobo Development Corporation briefly presented the agenda items
for approval.

VOTE TO ACCEPT THE LOBO DEVELOPMENT SUMMARIZED MINUTES OF THE FEBRUARY 15, 2024
MEETING

« The motion to accept the summarized minutes of the February 15, 2024 meeting passed unanimously
{1*t Payne; 2" Reyes)

VOTE TO ACCEPT THE LOBO DEVELOPMENT FY 2023-24 AUDIT

The motion to accept the FY2023-24 Audit meeting passed unanimously (1! Williams; 2* Tackett)

VOTE TO ADJOURN THE MEMBER QF THE MEETING - LOBO DEVELOPMENT

Jofs 528



Minutes- UNM Board of Regents, February 20, 2025
¢ The motion to adjourn the Meeting of the Member passed unanimously (1 Tackett; 2"YReyes)

VOTE TO CONVENE THE MEMBER OF THE MEETING — RAINFOREST INNOVATION

¢ The motion to convene the Meeting of the Member passed unanimously (1'Blanchard; 2" Campos)
Lisa Kuutt la, CEO & Chief Economic Development Officer, UNM Rainforest Innovations, briefly presented the
agenda items for approval.
VOTETO ACCEPT THE RAINFORFST INNOVATIONS SUMMARIZED MINUTES OF THE FEBRUARY 15 _ _
2024 MEETING and TO ACCEPT THE RAINFORE ST INNOVATIONS FY-2023-24-AUDIT—

¢ The motion to accept the summarized minutes of the February 15, 2024 meeting and to accept the

FY2023-24 Audit meeting passed unanimously (1% Tackett; 2"?Reyes)
VOTE TO ADJOURN THE MEMBER OF THE MEETING —RAINFOREST INNOVATIONS

¢ The motion to adjourn the Meeting of the Member passed unanimously (1*Payne; 2*® Campos)

VOTE TO CONVENE THE MEMBER OF THE MEETING —UNM MEDICAL GROUP

¢ The motion to convene the Meeting of the Member passed unanimously (1%t Payne; 2" Campos)

Gar; Mlady Interim CEO, UNM Medical Group briefly presented the agenda items for approval.

VOTE TOACCEPT THE UNM MEDICAL GROUP FY 2023-24 ANNUAL REPORT AND AUDIT
¢ -The motion to accept the FY2023-24 Annual Report and Audit meeting-passed-unanimously (1%

Tackett; 2" Campos)
VOTE TO ADJOURN THE MEMBER OF THE MEETING —UNM MEDICAL GROUP

¢ The motion to adjourn the Meeting of the Member passed unanimously (1*'Reyes; 2" Tackett)

VOTE TO RECONVENE THE BOARD OF REGENTS

¢ The motion to reconvene the Board of Regents meeting passed unanimously (1% Reyes; 2" Tackett)
ADVISORS COMMENTS NOT RELATED TO AGENDA
Cris Elder, President, Facuity Senate, welcomed the new regents and introduced herself and her work. She
thanked all those working at UNM to lead the University through the tumult of federal executive actions, including
the rapid response teams. She also noted, in the context of teaching a course on visual rhetoric, the
arrangement of seating for vice presidents and advisors, with advisors in the second row rather than in the first.
lvan Olay, President, Staff Council, congratuiated Regents Campos and Williams on their appointments and
introduced himself and his work. He noted that Staff Council recently passed a resolution on Narcan training and
accessibility. He also stated that a key Staff Council priority is fair compensation, and he looked forward to
further discussion on how to fund increases He invited the regents to the green chile cheeseburger staff event on
May 21from 11am — 2 pm.
Anthony Tomaziefski President, ASUNM, also congratulated Regents Campos and Williams on their
appointments and introduced himself and his work. He emphasized that student support groups were under
threat and that the foundations of the motto “each of us defines all of us” was being tested in the current
political climate.
Michet Rivera Ramirez, President, GPSA, congratulated Regents Campos and Williams on their appointments
and welcomed Regent Reyes back to the board. He introduced himself and his work. He thanked the regents and
administration for their support of the graduate student scholarship act, noting GPSA priorities are UNM
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Minutes: UNM Board of Regents, February 20, 2025
speech issues on campuses and public comment time allotments.

Kenneth Armijo, President, UNM Alumni Association, congratulated Regents Campos and Williams on their
appointments and thanked them for their service. He noted alumni events including one honoring African
American alumni, the upcoming alumni awards event, a recent legislative reception, career networking events,
Lobo Living Room events, and the UNM alumni green chile roasts, which help to fund scholarships.

PUBLIC COMMENT NOT RELATED TO AGENDA
Jillian Grandinetti, student, urged the regents to divest from Israeli companies and other entities.

Sara Koplik, staff, urged everyone to look beyond divestment from Isreal and unite against the current United
States administration.

Jennifer Jordan, faculty, spoke against the UNM Bookstore’s Accessible Equity program.

Feleecia Guillen, student, LEAF representative, Jay Edwards, student, SFS representative, Benjamin Abbott,
faculty, FSJP representative, and Sophie Hecht, graduate student, SJP representative, urged the university to
further disclose and divest from fossil fuels and Israel and related entities, and declare a climate emergency.

VOTE TO CLOSE THE MEETING AND PROCEED IN EXECUTIVE SESSION

The motion to close the meeting and proceed in executive session passed unanimously with six
regents present and voting (1% Payne; 2" Campos; roll call vote — all members voted yes)

[The regents proceeded upstairs to the Cherry Silver Room.]

Executive Session agenda:
e Discussion and/or determination of matters subject to the attorney-client privilege pertaining to threatened
or pending litigation in which the University is or may become a participant pursuant to NMSA 1978, § 10-

15-1H(7); .
Regent Reyes left the meeting at 11:40 am.

VOTE TO RE-OPEN THE MEETING
The motion to re-open the meeting passed unanimously with five regents present and voting (1st
Payne; 2™ Tackett; roll call vote — all members voted yes).

{The doors to the Cherry Silver room were opened.]

Regent Fortner reconvened open session at 12:10 pm and certified that only those matters described in the
Executive Session Agenda were discussed in the closed session. No actions were taken regarding closed
session items.

ADJOURN
There being no further business, Regent Payne motioned to adjourn the meeting, Regent Williams seconded; all
were in favor; the meeting adjourned at 12:11 pm.

Approved: Attest:
Padl | Blanchard, Chair Paula Tackett, Secretary Treasurer

Minutes originated and finalized by Emily Morelli
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