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Notices of Rulemaking and Proposed Rules

ECONOMIC
DEVELOPMENT
DEPARTMENT

NOTICE OF PROPOSED
RULEMAKING

Public Hearing. The Economic
Development Department (EDD)
will be hosting a virtual public rule
hearing on Friday, May 4, 2023,
beginning at 9:00am. For instructions
on how to attend this meeting, visit
the Department’s website at: https://
edd.newmexico.gov/about-us/public-
notices. The purpose of the public
hearing is to receive public input on
the proposed amendments to 5.5.50
NMAC, Industrial Development
Training Program (Job Training
Incentive Program) and address
additional changes that may have
been suggested by the Industrial
Training Board or other interested
parties during the public comment
period.

Rule Change Information: The
purpose of this rule change is to
consider revising current customized
training language where the
reimbursement for classroom training
is consistent with JTIP policy and
range from 50% - 75% based on the
company location in policy for FY24.
If the employer’s in-kind contribution
to the training (employee wages

paid to employee while attending
classroom training exceed the cost of
the training, then the reimbursement
will be 100% of the classroom
training. Consideration to eliminate
the maximum rate of $35 per hour of
training per trainee, to increase the
cap from $1,000 to $6,000 per trainee
and to revise language that would
allow reimbursement for industry
certification programs. Additionally,
to consider revising language for JTIP
trainees hired through a temporary
staffing agency.

Rule Change Information: The
purpose of this rule change is to also
consider revising language in STEP-
UP policy to increase the training

reimbursement per trainee in any
single training activity from $2,500 to
$6,000.

Statutory Authorization:

Section 21-19-7 NMSA 1978 grants
the Industrial Training Board the
authority to promulgate and enforce
rule.

Public comment: Interested
individuals are strongly encouraged
to submit written comments regarding
the proposed policy amendments
relating to the Job Training Incentive
Program to Patrick Gannon, JTIP
Program Manager, at patrick.
gannon@edd.nm.gov. Written
comments must be received no later
than 5:00 pm on Friday, April 28,
2023. EDD encourages the early
submission of written comments.
Individuals may also testify at the
public hearing.

The proposed policy amendments
and current JTIP Policy Manual may
be accessed through EDD’s website
https://edd.newmexico.gov/about-us/
public-notices/ beginning March 28,
2023, or from Patrick Gannon at the
contact above.

Individuals with disabilities who
require this information in an
alternative format or need any form of
auxiliary aid to attend or participate

in this hearing are asked to contact
Patrick Gannon as soon as possible.
The EDD requests at least ten days
advanced notice to provide requested
special accommodations.

HUMAN SERVICES

DEPARTMENT
INCOME SUPPORT DIVISION

NOTICE OF PUBLIC HEARING

The NMHSD is amending the rule
to be in compliance with Code of
Federal Regulations (CFR).

The Human Services Department
(the Department), through the Cash
Program, is proposing to amend the

New Mexico Administrative Code
(NMAC) rule 8.102.501 NMAC-
TRANSITION BONUS PROGRAM.
During the 2020 Legislative Session,
monies have been appropriated to the
Department to reimplement Transition
Bonus Program.

Regulations issued pursuant to

the act are contained in 45 CFR

Parts 200-299. State authority for
administering the cash program is
contained in Chapter 27 NMSA,
1978. Administration of the Human
Services Department (HSD),
including its authority to promulgate
regulations, is governed by Chapter 9,
Article 8, NMSA 1978 (Repl. 1983).

A public hearing to receive testimony
on this proposed rule, pursuant to
Section 14-4-5.6 NMSA 1978, will
be held on Thursday, April 27, 2023,
at 10:00 am- 11:00 am. The hearing
will be held virtually through GoTo
Meeting, and a phone number will be
provided for individuals who would
like to participate by phone https://
meet.goto.com/781573189._ You can
also dial in using your phone United
States: +1 (408) 650-3123 Access
Code: 781-573-1809.

All Written comment may be dropped
off during the scheduled hearing time
at the HSD San Miguel County Field
Office, 2536 Ridge Runner Rd., Las
Vegas, NM 87701.

Individuals wishing to testify may
contact the Income Support Division
(ISD), P.O. Box 2348, Santa Fe, NM
87504-2348, or by calling 505-819-
8118. This register and proposed
regulations are also available on the
Human Services Department website
at: http://www.hsd.state.nm.us/
support-division-registers.aspx. If
you do not have Internet access, a
copy of the proposed regulations may
be requested by contacting the Income
Support Division, P.O. Box 2348,
Santa Fe, New Mexico 87504-2348 or
by calling 505-819-8118.
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If you are a person with a disability
and you require this information

in an alternative format, or you
require a special accommodation

to participate in any HSD public
hearing, program, or service, please
contact the American Disabilities
Act Coordinator, at 505-709-5468
or through the New Mexico Relay
system, toll free at #711. The
Department requests at least a 10-day
advance notice to provide requested
alternative formats and special
accommodations.

Individuals who do not wish to attend
the hearing may submit written

or recorded comments. Written

or recorded comments must be
received by 5:00 p.m. on the date of
the hearing, April 27, 2023. Please
send comments to: Human Services
Department P.O. Box 2348, Santa Fe,

New Mexico 87504-2348. All written

comments will be posted on the
Human Services Department Website
at http://www.hsd.state.nm.us/

LookingForlnformation/income-

support-division-registers.aspx. within

3 days of receipt.

You may send comments
electronically to: HSD-isdrules@hsd.
nm.gov.

HUMAN SERVICES

DEPARTMENT
MEDICAL ASSISTANCE
DIVISION

NOTICE OF RULEMAKING

The Human Services Department (the
Department), through the Medical
Assistance Division (MAD), issued
emergency rule amendments for the
New Mexico Administrative Code
(NMAC) rules 8.200.510 NMAC,
General Recipient Policies, Resource

Standards, 8.200.520 NMAC, General

Recipient Rules, Income Standards,
and 8.291.430 NMAC, Affordable
Care, Financial Responsibility
Requirements on March 28, 2023.
The Department issued these
emergency rules to implement the
Department of Health and Human

Services (HHS) updates to the Federal
Poverty Level (FPL) income limits
for Medicaid categories of eligibility
to be effective April 01, 2023, as
required by HHS. The Department
also implemented the annual cost of
living allowance (COLA) increase
that went into effect on January

01, 2023. The Department is re-
promulgating these sections of the
rules in full within six months of
issuance of the emergency rules in
accordance with the New Mexico
State Rules Act.

Section 9-8-6 NMSA 1978,
authorizes the Department Secretary
to promulgate rules and regulations
that may be necessary to carry out
the duties of the Department and its
divisions.

Notice Date: March 28, 2023
Hearing Date: April 27, 2023
Adoption Date: Proposed as June 01,
2023

Technical Citations: HHS 2023
Federal Poverty Guidelines and 2023
SSA COLA Fact Sheet

The Department is proposing to
amend the rules as follows:
8.200.510 NMAC

Section 11 is amended to reflect
current COLA for Community Spouse
Resource Allowance.

Section 12 is amended to reflect the
current COLA for Post-Eligibility
Calculation (Medical

Care Credit).

Section 13 is amended to reflect the
current COLA for Average Monthly
Cost of Nursing

Facilities for Private Patients.
Section 15 is changed to reflect the
COLA for current Excess Home
Equity Amount for Long-Term Care
Services.

8.200.520 NMAC

Section 11 is amended to reflect
updated FPL limits.

Section 12 is amended to reflect the
cost of living increase.

Section 13 is amended to reflect the
increase in the Federal Benefit Rate.
Section 15 is amended to reflect the
increase in SSI living arrangement
amounts.

Section 16 is amended to reflect
the increase in the monthly income
standard for Institutional

Care and Home and Community
Based Waiver Services categories.
Section 20 is amended to reflect
the increase in the covered quarter
income standard.

8.291.430 NMAC
Section 10 is amended to reflect FPL
mandates.

The register and the proposed rules
are available on the HSD website

at: https://www.hsd.state.nm.us/
lookingforinformation/registers/ and
https://www.hsd.state.nm.us/public-
information-and-communications/
opportunity-for-public-comment/
public-notices-proposed-waiver-
changes-and-opportunities-to-
comment/comment-period-open/. If
you do not have internet access, a
copy of the proposed register and rule
may be requested by contacting MAD
at (505) 827-1337.

The Department proposes to
implement these rules effective June
1,2023. A public hearing to receive
testimony on these proposed rules will
be held via conference call on April
27,2023, at 10 a.m., Mountain Time
(MT). Conference phone number:
1-800-747-5150. Access Code:
2284263.

Interested parties may submit written
comments directly to: Human
Services Department, Office of the
Secretary, ATTN: Medical Assistance
Division Public Comments, P.O. Box
2348, Santa Fe, New Mexico 87504-
2348.

Recorded comments may be left at
(505) 827-1337. Interested persons
may also address comments via
electronic mail to: hsd-madrules@
state.nm.us. Written mail, electronic
mail and recorded comments must be
received no later than 5 p.m. MT on
April 27, 2023. Written and recorded
comments will be given the same
consideration as oral testimony made
at the public hearing. All written
comments received will be posted as
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they are received on the HSD website
at https://www.hsd.state.nm.us/public-
information-and-communications/
opportunity-for-public-comment/
public-notices-proposed-waiver-
changes-and-opportunities-to-
comment/comment-period-open/
along with the applicable register and
rule. The public posting will include
the name and any contact information
provided by the commenter.

If you are a person with a disability
and you require this information in an
alternative format or require a special
accommodation to participate in the
public hearing, please contact the
MAD in Santa Fe at (505) 827-1337.
The Department requests at least

10 working days advance notice to
provide requested alternative formats
and special accommodations.

Copies of all comments will be made
available by MAD upon request

by providing copies directly to a
requestor or by making them available
on the MAD website or at a location
within the county of the requestor.

REGULATION AND

LICENSING BOARD
AMENDED
NOTICE OF PROPOSED
RULEMAKING AND RULE
HEARING

The New Mexico Signed Language
Interpreting Practices Board will hold
a rule hearing on, Friday, April 28th,
2023, at 9:00 a.m. Following the
rule hearing, the Board will convene
a regular board meeting to consider
and adopt the rules and take care of
regular business. The meeting will be
held at the Regulation and Licensing
Department at 2550 Cerrillos Rd,
Santa Fe, NM 87507.

The rule hearing and subsequent
Board meeting will also be held
virtually via Microsoft Teams. To
join the meeting please visit this link:
https://teams.microsoft.com/
registration/9GugBDbUbOK_pAS
3pwSg_w,0P9zUhes00CO0j9¢EQ
dLVA,gweOF7T3YECmK7ab81T

0Tw,YUSn_QaHT0agPR6Wsyq
NA,Db1sIG3WIkKS
25kNh86mnEw,Acif84-BkUuF
fdacCWotFA?mode=read&tena
ntld=04aa6bf4-d436-426f-bfad-
04b7a70e60ff&webinarRing=gcc

The purpose of the rule hearing
is to consider the proposed rule
amendments to the following rules:

16.28.2 NMAC - EDUCATION
AND CONTINUING EDUCATION
REQUIREMENTS

16.28.3 NMAC - APPLICATION
AND LICENSURE
REQUIREMENTS

16.28.7 NMAC - LICENSURE FOR
MILITARY SERVICE MEMBERS,
SPOUSES, AND VETERANS

The amendments to Parts 2, 3 and 7
are intended to address and update
the Board’s rules to incorporate
changes made by the Register of
Interpreters for the Deaf (RID)
regarding credential verification
for purposes of tracking continuing
education credits for community,
educational and provisional signed
language interpreter licensure
applicants. The amendments also
remove typographical, grammatical
and formatting errors.

To obtain and review copies of

the proposed changes and public
comments, you may go to the Board’s
website at: https://www.rld.nm.gov/
boards-and-commissions/individual-
boards-and-commissions/signed-
language-interpreting-practices/
slip-board-information/slip-board-
meetings/ or contact the Boards and
Commissions Division at (505) 476-
4930 or by email at signlanguage.
board@rld.nm.gov.

The Board is currently accepting
public written comments on the
proposed amendments. Please submit
written comments on the proposed
changes to Phyllis Gilmore, Senior
Board Administrator, via electronic
mail to signlanguage.board@rld.
nm.gov, or by regular mail at P.O.
Box 25101, Santa Fe, NM 87504, no
later than Thursday, April 27th, 2023.

Written comments received prior to
the rule hearing will be posted to the
RLD website at Signed Language
Interpreting Practices Rules and Laws
-NM RLD. Persons will also be
given the opportunity to present their
written or oral comments at the public
rule hearing.

The agenda for the board meeting
will be posted and available at least
72 hours before the meeting on the
Board website at Signed Language
Interpreting Practices Board Meetings
-NM RLD. Copies of the agenda
may also be obtained by contacting
Phyllis Gilmore, Senior Board
Administrator at (505) 476-4930.

An individual with a disability who
needs a reader, amplifier, qualified
sign language interpreter, or other
forms of auxiliary aid or service to
attend or participate in the hearing,
please contact Phyllis Gilmore, Senior
Board Administrator (505) 476- 4613.

Statutory Authority: Legal authority
for this rulemaking may be found

in the Signed Language Interpreting
Practices Act, Section 61-34-8 NMSA
1978, among other provisions which
specifically authorizes the Board to
“promulgate rules pursuant to the
State Rules Act [Chapter 14, Article
4, 1978] to effective carry out and
enforce the provisions of the Signed
Language Interpreting Practices Act.”

Summary and Purpose of Proposed
Rules:

16.28.2 Education and Continuing
Education Requirements - the
amendments to this part clarify which
documents must be submitted by RID
and BEI interpreters for compliance
with the Board’s continuing education
requirements.

16.28.3 Application and Licensure
Requirements - the amendments

to this part clarifies the types of
proof that must be submitted by
applicants for community, educational
and provisional signed language
interpreter licenses.
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16.28.7 Licensure for Military
Service Members, Spouses and
Veterans - the amendments to this
part clarify that types of proof that
must be submitted by applicants
for community, education and
provisional licensure under this rule.
The amendments are also made to
be consistent with other parts of the
Board’s rules regarding licensure,
specifically 16.28.3 NMAC.

End of Notices of
Rulemaking and
Proposed Rules
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Adopted Rules

Effective Date and Validity of Rule Filings
Rules published in this issue of the New Mexico Register are effective on the publication date of this issue unless
otherwise specified. No rule shall be valid or enforceable until it is filed with the records center and published in the New
Mexico Register as provided in the State Rules Act. Unless a later date is otherwise provided by law, the effective date of
the rule shall be the date of publication in the New Mexico Register. Section 14-4-5 NMSA 1978.

AUDITOR, OFFICE OF
THE STATE

The Office of the State Auditor
reviewed at its 3/3/2023 hearing,

to repeal its rule 2.2.2 NMAC,

Audits of Governmental Entities -
Requirements For Contracting Audits
of Agencies (filed 3/10/2022) and
replace it with 2.2.2 NMAC, Audits of
Governmental Entities - Requirements
For Contracting Audits of Agencies,
adopted 3/9/2023 and effective
3/28/2023.

AUDITOR, OFFICE OF

THE STATE
TITLE 2 PUBLIC
FINANCE
CHAPTER 2  AUDITS OF
GOVERNMENTAL AGENCIES
PART 2 REQUIREMENTS
FOR CONTRACTING AND
CONDUCTING AUDITS OF
AGENCIES
2221 ISSUING

AGENCY: Office of the State
Auditor.

[2.2.2.1 NMAC - Rp, 2.2.2.1 NMAC,
3/28/2023]

2.2.2.2 SCOPE: Agencies
and local public bodies as defined by
the Audit Act and independent public
accountants interested in contracting
to perform professional services
related to the financial affairs and
transactions of those agencies.
[2.2.2.2 NMAC - Rp, 2.2.2.2 NMAC,
3/28/2023]

2.2.23 STATUTORY
AUTHORITY: Audit Act, Sections
12-6-1 to 12-6-14 NMSA 1978.
[2.2.2.3 NMAC - Rp, 2.2.2.3 NMAC,
3/28/2023]

2.2.2.4
Permanent.
[2.2.2.4 NMAC - Rp, 2.2.2.4 NMAC,
3/28/2023]

DURATION:

2.2.2.5 EFFECTIVE
DATE: March 28, 2023, unless

a later date is cited at the end of a
section.

[2.2.2.5 NMAC - Rp, 2.2.2.5 NMAC,
3/28/2023]

2.2.2.6 OBJECTIVE:
The objective is to establish policies,
procedures, rules, and requirements
for contracting and conducting
financial audits, special audits,
attestation engagements, performance
audits, and forensic accounting
engagements of or for governmental
agencies of the state of New Mexico.
[2.2.2.6 NMAC - Rp, 2.2.2.6 NMAC,
3/28/2023]

2.2.2.7 DEFINITIONS:
This section describes certain

terms used in 2.2.2 NMAC. When
terminology differs from that used
at a particular organization or

under particular standards, auditors
should use professional judgment to
determine if there is an equivalent
term:

A. Definitions
beginning with the letter “A”:
1) “AAG

GAS” means AICPA Audit and
Accounting Guide - Government
auditing standards and Single Audits
(latest edition).

?2) “AAG
SLV” means AICPA Audit and
Accounting Guide - State and Local
Governments (latest edition).

3) “Abuse”
includes, but is not limited to,
behavior that is deficient or improper
when compared with behavior that
a prudent person would consider
reasonable and necessary business

practice given the facts and
circumstances but excludes fraud and
noncompliance with provisions of
laws, regulations, contracts, and grant
agreements. Abuse also includes
misuse of authority or position for
personal interests or for the benefit
of another or those of an immediate
or close family member or business
associate. (GAGAS latest revision.)
Abuse does not necessarily involve
fraud or illegal acts. However, abuse
may be an indication of potential
fraud or illegal acts and may still
impact the achievement of defined
objectives. (GAO-14-704G federal
internal control standards paragraph
8.03.)

“) “ACFR”
means annual comprehensive
financial report.

Q)] “Attest
engagement” means an engagement
to issue, or where an IPA issues, an
examination, a review, AUP report,
or report on subject matter, or an
assertion about subject matter that
is the responsibility of an agency
or local public body, including
engagements performed pursuant
to AICPA and GAGAS attestation
standards and all engagements
pursuant to Subsection A of Section
12-6-3 NMSA 1978.

(6) “Audit”
may refer to or include annual
financial and compliance audit,
or attestation engagement, unless
otherwise specified.

@) “Audit
documentation” means the record
of procedures performed, relevant
evidence obtained, and conclusions
reached (terms such as working
papers or workpapers are also
sometimes used).

®) “Auditor”
means independent public accountant
performing audit or attest work as
defined in the Public Accountancy
Act.
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) “AICPA”
means American institute of certified
public accountants.

(10) “AU-C”
means U.S. auditing standards-AICPA
(clarified).

(11 “AUP”
means agreed upon procedures.

B. Definitions
beginning with the letter “B”:
[RESERVED]

C. Definitions
beginning with the letter “C”:

(1) GGCPA”
means certified public accountant.

(2) GGCPE”
means continuing professional
education.

3) “cusIp”
means committee for uniform
securities identification procedures,
the unique identification number
assigned to all stocks and registered
bonds in the United States and
Canada by the committee on uniform
securities identification procedures.

“) “CYFD”
means the New Mexico children
youth and families department.

D. Definitions
beginning with the letter “D”:

(1) GGDFA”
means the New Mexico department of
finance and administration.

(2) GGDOH”
means the New Mexico department of
health.

(3) GGDOT”
means the New Mexico department of
transportation.

(4) GGDWS”
means New Mexico department of
workforce solutions.

E. Definitions
beginning with the letter “E”:
@

“ECECD” means the New Mexico
early childhood education and care
department.

(2) GGERB”
means the New Mexico education
retirement board.

F. Definitions
beginning with the letter “F”:

(1) GGFCD”
means financial control division
of the department of finance and
administration.

2) “FDIC”
means federal deposit insurance
corporation.

(3) SGFDS”
means financial data schedule.

“@ “Fraud”
includes, but is not limited to,
fraudulent financial reporting,
misappropriation of assets, corruption,
and use of public funds for activities
prohibited by the constitution or
laws of the state of New Mexico.
Fraudulent financial reporting
means intentional misstatements or
omissions of amounts or disclosures
in the financial statements to deceive
financial statement users, which
may include intentional alteration of
accounting records, misrepresentation
of transactions, or intentional
misapplication of accounting
principles. Misappropriation of
assets means theft of an agency’s
assets, including theft of property,
embezzlement of receipts, or
fraudulent payments. Corruption
means bribery and other illegal acts.
(GAO-14-704G federal internal
control standards paragraph 8.02).

G. Definitions
beginning with the letter “G”:

1) “GAAP”
means accounting principles generally
accepted in the United States of
America.

2) “GAGAS”
means the most recent revision of
government auditing standards issued
by the comptroller general of the
United States (yellow book).

(3) SGGAO”
means the government accountability
office, a division of the OSA.

“@ “GASB”
means governmental accounting
standards board.

Q) “GAAS”
means auditing standards generally
accepted in the United States of
America.

(6) SGGSD”
means the New Mexico general
services department.

(7) SGGRTQ’
means gross receipts tax.

H. Definitions
beginning with the letter “H”:

(1) CGHED”
means the New Mexico higher
education department.

(2) GCHSD”
means the New Mexico human
services department.

(3) CGHUD”
means the United States (US)
department of housing and urban
development.

I Definitions
beginning with the letter “I”:

(1) GCIPA”
means the independent public
accountant performing professional
services for agencies and local public
bodies.

(2) CCIRC”
means internal revenue code.

J. Definitions
beginning with the letter “J”:
[RESERVED]

K. Definitions
beginning with the letter “K”:
[RESERVED]

L. Definitions

beginning with the letter “L”:
“LGD” means the local government
division of the department of finance
and administration (DFA).

M. Definitions
beginning with the letter “M”:

[RESERVED]
N. Definitions
beginning with the letter “N”:

@

“NCUSIF” means national credit
union shares insurance fund.

?2) “NMAC”
means New Mexico administrative
code.

A3 “NMCD”
means the New Mexico corrections
department.

“) “NMSA”
means New Mexico statutes
annotated.

Q) “Non-
attest engagement” means any
engagement that is not an attest
engagement, including, but not
limited to, services performed in
accordance with the statement on
standards for consulting services
or the statement on standards for
forensic services, or any other
engagement that is not under Section
12-6-3 NMSA 1978, including certain
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agency-initiated or other engagements
in which the IPA’s role is to perform
an engagement, assist the client
or testify as an expert witness in
accounting, auditing, taxation, or
other matters, given certain stipulated
facts.

0. Definitions
beginning with the letter “O”:

(0] “Office”
or “OSA” means the New Mexico
office of the state auditor.

(2) GGOMB”
means the United States office of
management and budget.

P. Definitions
beginning with the letter “P”:

(1) GGPED”
means the New Mexico public
education department.

(2) GGPERA”
means the New Mexico public
employee retirement association.

(3) GGPHA”
means public housing authority.

Q. Definitions
beginning with the letter “Q”:
[RESERVED]

R. Definitions

beginning with the letter “R”:

(1) GGREAC”
means real estate assessment center.

(2) GGREC”
means regional education cooperative.

A3) “Report”
means a document issued as a result
of an annual financial and compliance
audit, special audit, attestation
engagement, performance audit,
forensic accounting engagement,
or AUP engagement regardless of
whether the document is on the
contractor’s letterhead or signed by
the contractor.

(4) GGRSI”
means required supplementary
information.

S. Definitions
beginning with the letter “S”:

(1) GGSAS”
means the AICPA’s statement on
auditing standards.

?2) “SHARE”
means statewide human resources
accounting and management reporting
system.

(3) GGSI”
means supplementary information.

(4) SGSLO”
means the state land office.

Q) “Special
audit” means a limited-scope
examination of financial records
and other information designed to
investigate allegations of waste,
fraud, abuse, theft, non-compliance,
or misappropriation of funds, or to
quantify the extent of such losses,
including both attest engagements
and non-attest engagements,
performance audits, forensic
accounting engagements, and any
other engagement that is not part of
the annual financial statement and
compliance audit, depending on
designation or scope.

6) “State
auditor” may refer to either the
elected state auditor of the state of
New Mexico, or personnel of the
office designated by the state auditor.

(7) SGSTO”
means state treasurer’s office.

T. Definitions
beginning with the letter “T”:

1) “Tier”
is established based on the amount
of each local public body’s annual
revenue, pursuant to Section 12-6-3
NMSA 1978 and 2.2.2.16 NMAC.

(2) “TRD”
means the New Mexico taxation and
revenue department.

U. Definitions
beginning with the letter “U”:

1) “UFRS”
means uniform financial reporting
standards.

2
“Uniform guidance” Title 2 U.S.
Code of Federal Regulations Part
200, Uniform Administrative
Requirements, Cost Principles, and
Audit Requirements for Federal
Awards.

3 “uU.S.
GAO” means the United States
government accountability office.

V. Definitions
beginning with the letter “V”:
[RESERVED]

W. Definitions
beginning with the letter “W”:
“Waste” includes, but is not limited
to, the act of using or expending
resources carelessly, extravagantly, or

to no purpose. Importantly, waste can
include activities that do not include
abuse. Rather waste relates primarily
to mismanagement, inappropriate
actions, and inadequate oversight.
Waste does not necessarily involve
fraud or illegal acts. However, waste
may be an indication of potential
fraud or illegal acts and may still
impact the achievement of defined
objectives. (GAO-14-704G federal
internal control standards paragraph
8.03.)

X. Definitions
beginning with the letter “X”:
[RESERVED]

Y. Definitions
beginning with the letter “Y”:
[RESERVED]

Z. Definitions

beginning with the letter “Z”:
[RESERVED]

[2.2.2.7NMAC - Rp, 2.2.2.7 NMAC,
3/28/2023]

2.2.2.8 THE
PROCUREMENT AND AUDIT
PROCESS:

A. Firm profiles: For
an IPA to be included on the state
auditor’s list of approved firms to
perform audits, AUPs, and other attest
engagements, an IPA shall submit
a firm profile online annually on
the fifth business day in January, in
accordance with the guidelines set
forth herein. The OSA shall review
each firm profile for compliance with
the requirements set forth in this rule.
IPAs shall notify the state auditor
of changes to the firm profile as
information becomes available. The
state auditor shall approve contracts
for audit, AUPs, and other attest
engagements only with IPAs who
have submitted a complete and correct
firm profile that has been approved
by the OSA, and who have complied
with all the requirements of this rule,
including but not limited to:

) Subsection
A of 2.2.2.14 NMAC, continuing
professional education requirements
for all staff that the firm will use
on any New Mexico governmental
engagements;

2) for IPAs
who have audited agencies under
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this rule in the past, they shall have
previously complied with: 2.2.2.9
NMAC, report due dates, including
notifying the state auditor regarding
late audit reports and 2.2.2.13 NMAC,
review of audit reports and audit
documentation.

B. List of approved
firms: The state auditor shall
maintain a list of independent public
accounting (IPA) firms that are
approved and eligible to compete for
audit contracts, AUPs, and other attest
engagements with agencies. The
state auditor’s list of approved firms
shall be reviewed and updated on an
annual basis. An IPA on the list of
approved firms is approved to perform
government audits, AUPs, and other
attest engagements for agencies and
local public bodies until the list of
approved firms is published for the
following year; provided that the OSA
may restrict firms at any time for
failure to submit firm profile updates
timely. An IPA that is included on
the state auditor’s list of approved
firms for the first time may be subject
to an OSA quality control review of
the IPA’s working papers for audits,
AUPs and other attest engagements.
This review shall be conducted as
soon as the documentation completion
date, as defined by AU-C Section
230, has passed (60 days after the
report release date, as posted on the
OSA’s audit reports website). The
state auditor shall approve contracts
for audits, AUPs and other attest
engagements only with IPA firms
that have submitted a complete and
correct firm profile complying with
all the requirements set forth in this
rule and that has been approved by
the OSA. The OSA shall inform
all IPAs whose firm profiles were
submitted by the due date whether
they are on the list of approved firms
for audits, AUPs and other attest
engagements and shall publish the
list of approved firms concurrent with
notification to government agencies
to begin the procurement process to
obtain an IPA to conduct the agency’s
annual financial audit. Firms that
only perform non-attest engagements,
or otherwise do not meet applicable
requirements, shall not be included on
the list of approved firms.

C. Disqualified firms:
An IPA firm shall not be included on
the list of approved firms for audits,
AUPs, and other attest engagements
if any of the following applies to that
IPA:

6} the firm
received a peer review rating of
“failed”;

?2) the firm
does not have a current New Mexico
firm permit to practice, if applicable;

A3 the firm
profile does not include at least one
certified public accountant with
a current CPA certificate who has
met the GAGAS CPE requirements
described at Subsection A of 2.2.2.14
NMAC, to perform GAGAS audits;

“@ the IPA
has been restricted in the past and
has not demonstrated improvement
(this includes submitting excessively
deficient audit reports or having
excessively deficient workpapers);

Q) the
IPA made false statements in their
firm profile or any other official
communication with the OSA that
were misleading enough to merit
disqualification; or

(6) any other
reason determined by the state auditor
to serve the interest of the state of
New Mexico.

D. Restriction:

6} IPAs may
be placed on restriction based on
the OSA’s review of the firm profile
and deficiency considerations as
described below. Restriction may
take the form of limiting either the
type of engagements or the number
of audit contracts, or both, that the
IPA may hold. The OSA may impose
a corrective action plan associated
with the restriction. The restriction
remains in place until the OSA
notifies the IPA that the restriction
has been modified or removed. The
deficiency considerations include, but
are not necessarily limited to:

(@)
failure to submit reports in accordance
with report due dates provided in
Subsection A 0f 2.2.2.9 NMAC, or
the terms of their individual agency
contract(s);

(b)
failure to submit late report
notification letters in accordance with
Subsection A 0f 2.2.2.9 NMAC;

(c)
failure to comply with this rule;

(d
poor quality reports as determined by
the OSA;

(e)
poor quality working papers as
determined by the OSA;

®

a peer review rating of “pass with
deficiencies” with the deficiencies
being related to governmental audits;

®
failure to contract through the OSA
for New Mexico governmental audits
or AUP engagements;

(h)
failure to inform agency in prior years
that the IPA is restricted;

@
failure to comply with the
confidentiality requirements of this
rule;

@
failure to invite the state auditor or
the auditor’s designee to engagement
entrance conferences, progress
meetings or exit conferences after
receipt of related notification from the
OSA;

)
failure to comply with OSA referrals
or requests in a timely manner;

U]
suspension or debarment by the U.S.
general services administration;

(m)
false statements in the IPA’s
firm profile or any other official
communication with the OSA;

(n)
failure to cooperate timely with
requests from successor IPAs, such as
reviewing workpapers;

(0)
failure to have required contracts
approved by the OSA; or

P)
any other reason determined by the
state auditor to serve the interest of
the state of New Mexico.

?2) The

OSA shall notify any IPA that it
proposes to place under restriction.
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If the proposed restriction includes
a limitation on the number of
engagements that an IPA is eligible
to hold, the IPA shall not submit
proposals or bids to new agencies if
the number of multi-year proposals
the IPA possesses at the time of
restriction is equal to or exceeds
the limitation on the number of
engagements for which the IPA is
restricted.

€)) An IPA
under restriction is responsible for
informing the agency whether the
restricted IPA is eligible to engage in
a proposed contract.

) If an
agency or local public body submits
an unsigned contract to the OSA for
an IPA that was ineligible to perform
that contract due to its restriction,
the OSA shall reject the unsigned
contract.

E. Procedures for
imposition of restrictions:
1) The

state auditor may place an IPA
under restriction in accordance with
Subsection D of 2.2.2.8 NMAC.

(@)
The state auditor or the auditor’s
designee shall cause written notice
of the restriction to be sent by email
and certified mail, return receipt
requested, to the IPA, which shall
take effect as of the date of the letter
of restriction. The letter shall contain
the following information:

()
the nature of the restriction;
(ii)
the conditions of the restriction;
(iii)
the reasons for the restriction;
(iv)

the action to place the IPA on
restriction is brought pursuant to
Subsection A of Section 12-6-3
NMSA 1978 and these regulations;

)
the IPA may request, in writing,
reconsideration of the proposed
contract restriction which shall be
received by the OSA within 15
calendar days from the date of the
letter of restriction; and

(vi)

the e-mail or street address where

the IPA’s written request for
reconsideration shall be delivered, and
the name of the person to whom the
request shall be sent.

(b)
The IPA’s written request for
reconsideration shall include
sufficient facts to rebut on a point for
point basis each deficiency noted in
the OSA’s letter of restriction. The
IPA may request an opportunity to
present in person its written request
for reconsideration and provide
supplemental argument as to why
the OSA’s determination should be
modified or withdrawn. The IPA may
be represented by an attorney licensed
to practice law in the state of New
Mexico.

(c)
The IPA shall have forfeited its
opportunity to request reconsideration
of the restriction(s) if the OSA does
not receive a written request for
reconsideration within 15 calendar
days of the date of the letter of
restriction. The state auditor may
grant, for good cause shown, an
extension of the time an IPA has to
submit a request for reconsideration.

?2) The

OSA shall review an IPA’s request
for reconsideration and shall make
a determination on reconsideration
within 15 calendar days of the
IPA response letter unless the IPA
has asked to present its request
for reconsideration in person, in
which case the OSA shall make a
determination within 15 calendar days
from the date of the personal meeting.
The OSA may uphold, modify or
withdraw its restriction pursuant to
its review of the IPA’s request for
reconsideration, and shall notify the
IPA of its final decision in writing
which shall be sent to the IPA via
email and certified mail, return receipt
requested.

F. Procedures to
obtain professional services from
an IPA: Concurrent with publication
of the list of approved firms, the
OSA shall authorize agencies to
select an IPA to perform their annual
audit or AUP engagement. Agencies
are prohibited from beginning the
process of procuring IPA services

for annual audits or AUPs pursuant
to Section 12-6-3 NMSA 1978 until
they receive the OSA authorization.
Agencies that wish to begin the

IPA procurement process for their
annual audit or AUP pursuant to
Section 12-6-3 NMSA 1978 prior

to receiving OSA authorization may
request an exception, however any
such exceptions granted by OSA

are subject to changes in the final
audit rule applicable to the annual
audit or AUP pursuant to Section
12-6-3 NMSA 1978 and changes in
restrictions to, or disqualifications

of, IPAs. The notification shall
inform the agency that it shall consult
its prospective IPA to determine
whether the prospective IPA has been
restricted by the OSA as to the type
of engagement or number of contracts
it is eligible to perform. Agencies
that may be eligible for the tiered
system shall complete the evaluation
to determine the level of financial
reporting_described in Subsection B
0f2.2.2.16 NMAC. Agencies that
receive and expend federal awards
shall follow the uniform guidance
procurement requirements from 2
CFR 200.317 to 200.326 and 200.509,
and shall also incorporate applicable
guidance from the following
requirements. Agencies shall comply
with the following procedures to
obtain professional services from an
IPA for an audit or AUP engagement.

a Upon
receipt of written authorization from
the OSA to proceed, and at no time
before then unless OSA has granted
an exception, the agency shall
identify all elements or services to
be solicited pursuant to this rule and
conduct a procurement that includes
each applicable element of the annual
financial and compliance audit,
special audit, attestation engagement,
performance audit, forensic audit or
AUP engagement.

?2) Quotations
or proposals for annual financial
audits shall contain each of the
following elements:

(@)
financial statement audit;

(b)
federal single audit (if applicable);
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(©)
financial statement preparation so
long as the IPA has considered any
threat to independence and mitigated
it;

()
other non-audit services (if applicable
and allowed by current government
auditing standards); and

(e)
other (i.e., audits of component units
such as housing authorities, charter
schools, foundations and other types
of component units).

3) The
agency is encouraged to request
multiple year proposals for audit and
AUP services, however the term of
the contract shall be for one year only.
The parties shall enter a new audit
contract each year. The agency is
responsible for procuring IPA services
in accordance with all applicable
laws and regulations which may
include, but are not limited to, the
State Procurement Code (Chapter 13,
Article 1 NMSA 1978) or equivalent
home rule procurement provisions;
GSD Rule, Section 1.4.1 NMAC,
Procurement Code Regulations, if
applicable; DFA Rule, Section 2.40.2
NMAC, Governing the Approval
of Contracts for the Purchase of
Professional Services; Uniform
Guidance; and Section 13-1-191.1
NMSA 1978 relating to campaign
contribution disclosure forms. In
the event that either of the parties
to the contract elects not to contract
for all of the years contemplated by
a multiple year proposal, or the state
auditor disapproves the contract,
the agency shall use the procedures
described above to procure services
from a different IPA.

“) If
the agency is a component of a
primary government, the agency’s
procurement for audit services
shall include the AU-C 600 (group
audits) requirements for the IPA to
communicate and cooperate with
the group engagement partner and
team, and the primary government.
This requirement applies to agencies
and universities that are part of the
statewide ACFR, other component
units of the statewide ACFR and

other component units of any
primary government that use a
different audit firm from the primary
government’s audit firm. Costs for
the IPA to cooperate with the group
engagement partner and team, and
the primary government, caused by
the requirements of AU-C 600 (group
audit) may not be charged in addition
to the cost of the engagement, as the
OSA views this in the same manner as
compliance with any other applicable
standard.

(©))

Agencies are encouraged to include
representatives of the offices of
separately elected officials such as
county treasurers, and component
units such as charter schools and
housing authorities, in the IPA
selection process. As part of

their evaluation process, the OSA
recommends that agencies consider
the following when selecting an IPA
for their annual audit or AUP pursuant
to Section 12-6-3 NMSA 1978:

(@)
responsiveness to the request for
proposal (the firm’s integrity, record
of past performance, financial and
technical resources);

(b)
relevant experience, availability of
staff with professional qualifications
and technical abilities;

(©)
results of the firm’s peer and external
quality control reviews; and

(d)
weighting the price criteria less
than fifteen percent of the total
criteria taken into consideration by
the evaluation process or selection
committee.

Upon the OSA’s request, the agency

shall make accessible to the OSA all

of the IPA procurement and selection
documentation.

(6) After
selecting an IPA for their annual audit
or AUP pursuant to Section 12-6-3
NMSA 1978, each agency shall enter
the appropriate requested information
online on the OSA-connect website
(www.osa-app.org). In order to do
this, the agency shall register on
OSA-Connect and obtain a user-
specified password. The agency’s

user shall then use OSA-Connect to
enter information necessary for the
contract and for the OSA’s evaluation
of the IPA selection. After the agency
enters the information, the OSA-
Connect system generates a draft
contract containing the information
entered. The agency shall submit to
the OSA for approval a copy of the
unsigned draft contract by following
the instructions on OSA-Connect.

©) The OSA
shall notify the agency as to the
OSA’s approval or rejection of the
selected IPA and contract. The OSA’s
review of audit contracts does not
include evaluation of compliance
with any state or local procurement
laws or regulations; each agency is
responsible for its own compliance
with applicable procurement laws,
regulations or policies. After the
agency receives notification of
approval of the selected IPA and
contract from the OSA, the agency is
responsible for getting the contract
signed and sent to any oversight
agencies for approval (if applicable).
The OSA shall not physically sign the
contract. After the agency obtains
all the required signatures and
approvals of the contract, the agency
shall, within three weeks of OSA’s
approval of the contract, submit a
copy of the fully executed contract
in an electronic portable document
format (PDF) by uploading it in OSA-
Connect.

®) The
agency shall submit the unsigned
contract generated by OSA-Connect
to the OSA by the due date shown
below; submission prior to the due
date shown below is permissible. In
the event that the due date falls on
a weekend or holiday, the due date
shall be the next business day. If the
unsigned contract is not submitted
to the state auditor by these due
dates, the IPA may, according to
professional judgment, include a
finding of non-compliance with
Subsection F of 2.2.2.8 NMAC in the
audit report or AUP report.

(@

Regional education cooperatives,
cooperative educational services,
independent housing authorities,
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hospitals and special hospital districts:

April 15;

(b)
school districts, counties, and higher
education: May 1;

(©)
incorporated counties (of which
Los Alamos is the only one), local
workforce investment boards and
local public bodies with a June 30
year end that do not qualify for the
tiered system: May 15;

(@)
councils of governments, district
courts, district attorneys, state
agencies: June | and the state of New
Mexico ACFR: July 31;

(e)
local public bodies that qualify for the
tiered system pursuant to Subsections
Aand B 0f 2.2.2.16 NMAC with a
June 30 fiscal year end: July 30;

®
local public bodies that qualify for the
tiered system pursuant to Subsections
Aand B 0f 2.2.2.16 NMAC with a
fiscal year end other than June 30
shall use a due date 30 days after the
end of the fiscal year;

®
agencies and local public bodies that
do not qualify for the tiered system
with a fiscal year end other than June
30 shall use a due date 30 days before
the end of the fiscal year;

(h)
component units that are being
separately audited: on the primary
government’s due date;

®
Charter schools that are chartered by
the PED and agencies that are subject
to oversight by the HED have the
additional requirement of submitting
their audit contract to PED or HED
for approval (Section 12-6-14 NMSA
1978); and

@

In the event the agency’s unsigned
contract is submitted to the OSA, but
is not approved by the state auditor,
the state auditor shall promptly
communicate the decision, including
the reason(s) for disapproval, to the
agency, at which time the agency
shall promptly submit a contract with
a different IPA using OSA-Connect.
This process shall continue until the

state auditor approves an unsigned
contract. During this process,
whenever an unsigned contract is

not approved by the state auditor, the
agency may submit a written request
to the state auditor for reconsideration
of the disapproval. The agency

shall submit its request no later than
15 calendar days after the date of

the disapproval and shall include
documentation in support of its [PA
selection. If warranted, after review
of the request, the state auditor may
hold an informal meeting to discuss
the request. The state auditor shall set
the meeting in a timely manner with
consideration given to the agency’s
circumstances.

) The
agency shall retain all procurement
documentation, including completed
evaluation forms, for five years and
in accordance with applicable public
records laws.

(10) If the
agency fails to submit an unsigned
contract by the due date set forth
in this rule, or, if no due date is
applicable, within 60 days of
notification from the state auditor to
engage an [PA, the state auditor may
conduct the audit or select the IPA
for that agency. The reasonable costs
of such an audit shall be borne by
the agency audited unless otherwise
exempted pursuant to Section 12-6-4
NMSA 1978.

an In selecting
an IPA for an agency pursuant to
Subsection F of 2.2.2.8 NMAC the
state auditor shall at a minimum
consider the following factors, but
may consider other factors in the state
auditor’s discretion that serve the best
interest of the state of New Mexico
and the agency:

(@)
the IPA shall be drawn from the list of
approved IPAs maintained by the state
auditor;

(b)
an IPA subject to restriction pursuant
to Subsection D of 2.2.2.8 NMAC,
is ineligible to be selected under this
paragraph;

()
whether the IPA has conducted one
or more audits of similar government
agencies;

(d
the physical proximity of the IPA to
the government agency to be audited;

(e
whether the resources and expertise
of the IPA are consistent with the
audit requirements of the government
agency to be audited;

®
the IPA’s cost profile, including
examination of the IPA’s fee schedule
and blended rates;

(2)
the state auditor shall not select an
IPA in which a conflict of interest
exists with the agency or that may be
otherwise impaired, or that is not in
the best interest of the state of New
Mexico.

(12) The
state auditor shall consider, at a
minimum, the following factors when
considering which agencies shall be
subject to the state auditor’s selection
of an IPA:

(a)
whether the agency is demonstrating
progress in its own efforts to select an
IPA;

(b)
whether the agency has funds to pay
for the audit;

(©
whether the agency is on the state
auditor’s “at risk” list;

(d
whether the agency is complying with
the requirements imposed on it by
virtue of being on the state auditor’s
“at risk” list;

(e
whether the agency has failed to
timely submit its e-mailed draft
unsigned contract copy in accordance
with the audit rule on one or more
occasions;

®
whether the agency has failed to
timely submit its annual financial
audit report in accordance with the
audit rule due dates on one or more
occasions.

a3) The state
auditor may appoint a committee
of the state auditor’s staff to make
recommendations for the state
auditor’s final determination as to
which IPAs shall be selected for each
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government agency subject to the
discretion of the state auditor.

(14) Upon
selection of an IPA to audit a
government agency subject to the
discretion of the state auditor, the
state auditor shall notify the agency
in writing regarding the selection
of an IPA to conduct its audit. The
notification letter shall include, at a
minimum, the following statements:

(a)
the agency was notified by the state
auditor to select an IPA to perform its
audit or AUP engagement;

(b) 60
days or more have passed since such
notification, or the applicable due date
in this rule has passed, and the agency
failed to deliver its draft contract in
accordance with this subsection;

©
pursuant to Subsection A of Section
12-6-14 NMSA 1978, the state auditor
is selecting the IPA for the agency;

(d)
delay in completion of the agency’s
audit is contrary to the best interest of
the state and the agency, and threatens
the functioning of government and the
preservation or protection of property;

(e
in accordance with Section 12-6-4
NMSA 1978, the reasonable costs of
such an audit shall be borne by the
agency unless otherwise exempted,
and

®
selection of the IPA is final, and
the agency shall immediately take
appropriate measures to procure the
services of the selected IPA.

G. State auditor
approval/rejection of unsigned
contract: The state auditor shall use
discretion and may reject unsigned
contracts as follows:

6)) An
unsigned audit contract, special audit
contract, attestation engagement
contract, performance audit contract,
forensic accounting engagement
contract or AUP professional services
contract under 2.2.2.16 NMAC that
does not serve the best interests of the
public or the agency or local public
body because of one or more of the
following reasons:

(a)
lack of experience of the IPA;

(b)
failure to meet the auditor rotation
requirements as follows: the IPA
is prohibited from conducting the
agency audit for a period of two years
because the IPA already conducted
those services for that agency for a
period of eight consecutive years;

(©
lack of competence or staff
availability;

(d

circumstances that may cause
untimely delivery of the audit report
or AUP report;

)
unreasonably high or low cost to the
agency or local public body;

®
terms in the proposed contract that
the state auditor considers to be
unfavorable, unfair, unreasonable, or
unnecessary;

(2)
lack of compliance with the
procurement code, the audit act, or
this rule;

(h)
the agency giving too much
consideration to the price of the IPA’s
response to the request for bids or
request for proposals in relation to
other evaluation criteria;

()
newness of the IPA to the state
auditor’s list of approved firms;

@
noncompliance with the requirements
of Section 12-6-3 NMSA 1978 the
audit act by the agency for previous
fiscal years; or

(k)
any other reason determined by the
state auditor to be in the best interest
of the state of New Mexico.

?2) An audit
contract, special audit contract,
attestation engagement contract,
performance audit contract, or
forensic accounting engagement
contract or AUP contract of an IPA
that has:

(a)
breached a prior-year contract;

(b)
failed to deliver an audit or AUP
report on time;

(©)
failed to comply with state laws or
regulations of the state auditor;

(d)
performed non-audit services
(including services related to fraud)
for an agency or local public body it
is performing an audit, special audit,
attestation engagement, performance
audit, forensic accounting engagement
or an AUP for, without prior approval
of the state auditor;

(e)
performed non-audit services under
a separate contract for services that
may be disallowed by GAGAS
independence standards;

®
failed to respond, in a timely and
acceptable manner, to an OSA audit,
special audit contract, attestation
engagement contract, performance
audit contract, forensic accounting
engagement contract, AUP report
review or working paper review;

(®
impaired independence during an
engagement;

(h)
failed to cooperate in providing prior-
year working papers to successor
IPAs;

0]
not adhered to external quality control
review standards as defined by
GAGAS and 2.2.2.14 NMAC;

@
has a history of excessive errors
or omissions in reports or working
papers;

(k)
released the audit report or AUP
report to the agency, local public body
or the public before the audit release
letter or the OSA letter releasing the
AUP report was received from the
OSA;

M
failed to submit a completed signed
contingency subcontractor form, if
required,;

(m)
failed to submit a completed firm
profile as required by Subsection A of
2.2.2.8 NMAC or failed to include all
staff in the firm profile who would be
working on the firm’s engagements;
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(m)
reached the limit of contracts to which
the state auditor restricted the IPA;

(0)
failed to respond to communications
from the OSA or engagement clients
within a reasonable amount of time;
or

()
otherwise, in the opinion of the
state auditor, the IPA was unfit to be
awarded a contract.

3) An audit
contract, special audit contract,
attestation engagement contract,
performance audit contract, forensic
accounting engagement contract or
AUP contract for an IPA received
by the OSA, which the state auditor
decides to perform himself with or
without the assistance of an IPA,
and pursuant to Section 12-6-3
NMSA 1978, even if the agency or
local public body was previously
designated for audit or AUP to be
performed by an IPA.

H. Audit contract
requirements: The agency shall
use OSA-Connect at www.osa-app.
org to submit the appropriate audit
or AUP engagement contract. The
OSA may provide audit or AUP
engagement contract forms to the
agency via facsimile, e-mail, or U.S.
mail if specifically requested by the
agency. Only contract templates
generated through OSA-Connect shall
be accepted and shall:

6)) be
completed and submitted in its
unsigned form by the due date
indicated at Subsection F 0f 2.2.2.8
NMAC;

?2) for
all agencies whose contracts are
approved through the DFA’s contracts
review bureau, have the IPA’s
combined reporting system (CRS)
number verified by the taxation and
revenue department (TRD) after
approval by the state auditor; and

3) in the
compensation section of the contract,
include the dollar amount that applies
to each element of the contracted
procedures that shall be performed;

“@ in the
“other” section of the contract

additional services shall be related

to the scope of work, but not

included in previous categories in the
compensation section. Such costs
shall be fully detailed and sufficiently
describe the required audit related
work in the “other provisions™ section
of the contract.

L Professional
liability insurance: The IPA shall
maintain professional liability
insurance covering any error or
omission committed during the
term of the contract. The IPA shall
provide proof of such insurance to
the state auditor with the firm profile.
The amount maintained should be
commensurate with the risk assumed.
The IPA shall provide to the state
auditor, prior to expiration, updated
insurance information.

J. Breach of contract:
A breach of any terms of the contract
shall be grounds for immediate
termination of the contract. The
injured party may seek damages for
such breach from the offending party.
Any IPA who knowingly makes false
statements, assurances, or disclosures
may be disqualified from conducting
audits or AUP engagements of New
Mexico governmental agencies.

K. Subcontractor
requirements:

a Audit
firms that have only one individual
qualified to supervise a GAGAS audit
and issue the related audit report
pursuant to Section 61-28B-17 NMSA
1978, and GAGAS Paragraph 4.16
shall submit with the firm profile, a
completed contingency subcontractor
form that is dated to be effective
until the date the next firm profile
shall be submitted. The form shall
indicate which IPA on the state
auditor’s current list of approved
IPA’s shall complete the IPA’s audits
in the event the one individual with
the qualifications described above
becomes incapacitated and unable to
complete the audit. See the related
contingency subcontractor form
available at www.osanm.org. The
OSA shall not approve audit contracts
for such a firm without the required
contingency subcontractor form.

2) In the
event an [PA chooses to use a
subcontractor to assist the IPA in
working on a specific audit, then the
IPA shall obtain the prior written
approval of the state auditor to
subcontract a portion of the audit
work. The IPA may subcontract only
with IPAs who have submitted a
completed and approved firm profile
to the state auditor as required in
Subsection A of 2.2.2.8 NMAC.
Subcontractors are subject to an
independence analysis, which may
include the IPA rotation requirements
of Subsection G of 2.2.2.8 NMAC.
“Technical review contracts” are
considered subcontracting and are
subject to the requirements of this
Section. The audit contract shall
specify subcontractor responsibility,
who shall sign the report(s), and
how the subcontractor shall be paid.
For additional information see the
subcontract work section of the OSA
website.

L. IPA independence:
[PAs shall maintain independence
with respect to their client agencies
in accordance with the requirements
of the current government auditing
standards.

M. Progress
Payments: The state auditor shall
approve progress and final payments
for the annual audit contract as
follows:

(€)) Subsection
A of Section 12-6-14 NMSA 1978
(contract audits) provides that
“payment of public funds may not
be made to an independent auditor
unless a contract is entered into and
approved as provided in this section.”

2) Subsection
B of Section 12-6-14 NMSA 1978
(contract audits) provides that the
state auditor may authorize progress
payments on the basis of evidence
of the percentage of audit work
completed as of the date of the request
for partial payment.

A3) Progress
payments up to seventy percent do
not require state auditor approval
provided that the agency certifies
the receipt of services before any
payments are made to the IPA. If the
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report has been submitted, progress
payments up to eighty-five percent

do not require state auditor approval.
The agency shall monitor audit
progress and make progress payments
only up to the percentage that the
audit is completed. If requested by
the state auditor, the agency or the IPA
shall provide a copy of the approved
invoices and progress billing(s).
Progress payments between seventy
percent and ninety-five percent if

no report has been submitted, or
eighty-five and ninety-five percent if
a report has been submitted, require
state auditor approval after being
approved by the agency. When
component unit audits are part of a
primary government’s audit contract,
requests for progress payments on

the component unit audit(s) shall

be included within the primary
government’s request for progress
payment approval. In this situation,
the OSA shall not process separate
progress payment approvals submitted
by the component unit.

“4) The state
auditor may limit progress payments
allowed to be made without state
auditor approval for an IPA whose
previous audits were submitted after
the due date specified in Subsection A
0f2.2.2.9 NMAC to only the first fifty
percent of the total fee.

5) Section
12-6-14 NMSA 1978 (contract audits)
provides that final payment under an
audit contract may be made by the
agency to the IPA only after the state
auditor has determined, in writing,
that the audit has been made in a
competent manner in accordance
with contract provisions and this rule.
The state auditor’s determination
with respect to final payment shall be
communicated as follows:

(a)
stated in the letter accompanying the
release of the report to the agency; or

(b) in
the case of ongoing law enforcement
investigations, stated in a letter prior
to the release of the report to the
agency. In no circumstance may the
total billed by the IPA under the audit
contract exceed the total contract
amount, as amended if applicable.

Further, as the compensation section
of the contract shall include the dollar
amount that applies to each element of
the contracted procedures that shall be
performed, if certain procedures, such
as a single audit, are determined to be
unnecessary and are not performed,
the IPA may not bill the agency for
these services. Final payment to the
IPA by the agency prior to review

and release of the audit report by the
state auditor is considered a violation
of Section 12-6-14 NMSA 1978 and
this rule and shall be reported as an
audit finding in the audit report of the
agency. If this statute is violated, the
IPA may be removed from the state
auditor’s list of approved auditors.

N. Contract
amendment requirements:
6} Contract

amendments to contracts for audit
services, AUP services, or non-attest
services shall be submitted to the
OSA regarding executed contracts.
Contracts may not be amended after
they expire. The contract should

be amended prior to the additional
work being performed or as soon as
practicable thereafter. The agency
shall use OSA-Connect at www.osa-
app.org to submit the appropriate draft
audit or AUP engagement contract
amendment. The OSA’s review of
audit contracts and amendments
does not include an evaluation

of compliance with the state
procurement code or other applicable
requirements. Although the parties
may amend the delivery dates in

a contract, audit report regulatory
due dates cannot be modified by
amendment. The OSA’s review of
audit contract amendments does not
include evaluation of compliance
with any state or local procurement
laws or regulations; each agency is
responsible for its own compliance
with applicable procurement laws,
regulations, or policies.

) Contract
amendments submitted for state
auditor approval shall include a
detailed explanation of:

(a)
the work to be performed and the
estimated hours and fees required
for completion of each separate

professional service contemplated by
the amendment; and
(b)

how the work to be performed relates
to the scope of work outlined in the
original contract.

3) Since
annual financial audit contracts
are fixed-price contracts, contract
amendments for fee increases shall
only be approved for extraordinary
circumstances, reasons determined
by the state auditor to be in the best
interest of the state of New Mexico,
or a significant change in the scope
of an audit. For example, if an audit
contract did not include a federal
single audit, a contract amendment
shall be approved if a single audit
is required. Other examples of
significant changes in the scope of an
audit include: the addition of a new
program, function or individual fund
that is material to the government-
wide financial statements; the addition
of' a component unit; and the addition
of special procedures required by this
rule, a regulatory body or a local,
state, or federal grantor. Contract
amendments shall not be approved
to perform additional procedures to
achieve an unmodified opinion. The
state auditor shall also consider the
auditor independence requirements
of Subsection L 0f 2.2.2.8 NMAC
when reviewing contract amendments
for approval. The OSA shall review
amendment requests and respond
to the agency and the IPA within 30
calendar days of receipt.

@ Ifa
proposed contract amendment
is rejected for lack of adequate
information, the IPA and agency
may submit a corrected version for
reconsideration.

0. Termination of
audit contract requirements:
(6)) The

state auditor may terminate an audit
contract to be performed by an IPA
after determining that the audit has
been unduly delayed, or for any other
reason, and perform the audit entirely
or partially with IPAs contracted by
the OSA (consistent with the October
6, 1993, stipulated order, Vigil v. King,
No. SF 92-1487(C). The notice of
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termination of the contract shall be in
writing.

?2) If the
agency or IPA terminates the audit or
AUP engagement contract pursuant
to the termination paragraph of the
contract, the OSA shall be notified
of the termination immediately. The
party sending out the termination
notification letter shall simultaneously
send a copy of the termination
notification letter to the OSA with an
appropriate cover letter, addressed to
the state auditor.

(@)

The agency is responsible for
procuring the services of a new IPA
in accordance with all applicable laws
and regulations, and this rule.

(b)

The unsigned contract for the newly
procured IPA shall be submitted to the
OSA within 30 calendar days of the
date of the termination notification
letter.

©
As indicated in Subsection A of
2.2.2.9 NMAUC, the state auditor shall
not grant extensions of time to the
established regulatory due dates.

(d) If
the TIPA does not expect to deliver the
engagement report by the regulatory
due date, the IPA shall submit a
written notification letter to the state
auditor and oversight agency as
required by Subsection A 0of 2.2.2.9
NMAC or Subsection G of 2.2.2.16
NMAC.

[2.2.2.8 NMAC - Rp, 2.2.2.8 NMAC,
3/28/2023]

2229
DATES:

A. Report due dates:
The IPA shall deliver the electronic
draft annual financial audit report to
the state auditor by 5:00 p.m. on the
date specified in the audit contract and
send it electronically by the due date.
IPAs and agencies are encouraged to
perform interim work as necessary
and appropriate to meet the following
due dates.

REPORT DUE

(§)) The audit
report due dates are as follows:

(@)

regional education cooperatives,

cooperative educational services and
independent housing authorities:
September 30;

(b)
hospitals and special hospital districts:
October 15;

()
higher education, state agencies
not specifically named elsewhere
in this Subsection, district courts,
district attorneys, the New Mexico
finance authority, the New Mexico
lottery authority, and other agencies
with June 30 fiscal year-ends that
are reported as component units in
the state of New Mexico ACFR:
November 1;

(d)
school districts, TRD, CYFD, DOH,
DOT, DWS, HSD, GSD, ECECD,
SLO, and NMCD: November 15;

(e)
the PED, the state investment council,
and the three post-employment benefit
agencies (PERA, ERB, and the retiree
health care authority): the Wednesday
before Thanksgiving day;

®
counties, incorporated counties
(of which Los Alamos is the only
one), workforce investment boards,
councils of governments, and the New
Mexico mortgage finance authority,
and the state of New Mexico
component appropriation funds (state
general fund): December 1;

(®
local public bodies and municipalities:
December 15;

(h)
the state of New Mexico ACFR:
December 31;

@
the ERB, PERA and retiree
health care authority schedules of
employer allocations reports and
related employer guides required by
Subsections Z of 2.2.2.10 NMAC:
June 15;

1))
agencies with a fiscal year-end other
than June 30 shall submit the audit
report no later than five months after
the fiscal year-end,

(k)
regarding component unit reports
(e.g., housing authorities, charter
schools, hospitals, foundations, etc.),

all separate audit reports prepared by
an auditor that is different from the
primary government’s auditor, are
due fifteen days before the primary
government’s audit report is due,
unless some other applicable due date
requires the report to be submitted
earlier;

U]
any agency that requires its report
to be released by December 31st for
any reason (bonding, GFOA, etc.):
the earlier of its agency due date or
December 1;

(m)
any agency that requires its report
to be released by any specific date
(e.g., due to board meeting, federal
reporting, etc.): the earlier of its
agency due date or one month prior to
the requested release date; and

(n)
late audit or AUP reports of any
agency (not performed in the current
reporting period): not more than six
months after the date the contract was
executed.

?2) If an audit
report is not delivered on time to the
state auditor, the auditor shall include
this instance of non-compliance with
Subsection A of 2.2.2.9 NMAC as
an audit finding in the audit report.
This requirement is not negotiable. If
appropriate, the finding may also be
reported as a significant deficiency
or material weakness in the operation
the agency’s internal controls over
financial reporting pursuant to AU-C
265.

A3 An
electronic copy of the report shall be
submitted for review by the OSA with
the following: copy of the signed
management representation letter
and a copy of the completed state
auditor report review guide (available
at www.saonm.org). A report shall
not be considered submitted to the
OSA for the purpose of meeting the
due date until a copy of the signed
management representation letter
and the completed report review
guide are also submitted to the
OSA. All separate reports prepared
for component units shall also be
submitted to the OSA for review,
along with a copy of the management
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representation letter, and a completed
report review guide for each separate
audit report. A separate component
unit report shall not be considered
submitted to the OSA for the purpose
of meeting the due date until a copy of
the signed management representation
letter and the completed report review
guide are also submitted to the OSA.
If a due date falls on a weekend or
holiday, or if the OSA is closed due
to inclement weather, the audit report
is due the following business day by
5:00 p.m.

“) AU-C
700.41 requires the auditor’s report
to be dated after audit evidence
supporting the opinion has been
obtained and reviewed, the financial
statements have been prepared and the
management representation letter has
been signed. AU-C 580.20 requires
the management representation letter
to be dated the same date as the
independent auditor’s report.

Q) As soon
as the auditor becomes aware that
circumstances exist that will make an
agency’s audit report be submitted
after the applicable due date provided
in Subsection A of 2.2.2.9 NMAC, the
auditor shall notify the state auditor in
writing. This notification shall consist
of a letter, not an email. However, a
scanned version of the official letter
sent via email is acceptable. The
late audit notification letter is subject
to the confidentiality requirements
detailed at Subsection M 0f 2.2.2.10
NMAC. This does not prevent the
state auditor from notifying the
legislative finance committee or
applicable oversight agency pursuant
to Subsections F and G of Section
12-6-3 NMSA 1978. There shall
be a separate notification for each
late audit report. The notification
shall include a specific explanation
regarding why the report will be late,
when the IPA expects to submit the
report and a concurring signature
by a duly authorized representative
of the agency. If the IPA is going to
miss the expected report submission
date, then the IPA shall send a revised
notification letter. In the event the
contract was signed after the report
due date, the notification letter

shall still be submitted to the OSA
explaining the reason the audit report
will be submitted after the report
due date. The late report notification
letter is not required if the report was
submitted to the OSA for review by
the due date, and then rejected by the
OSA, making the report late when
resubmitted. Reports resubmitted to
the OSA with changes of the I[PA’s
opinion after the report due date shall
be considered late and a late audit
finding shall be included in the audit
report.

) The
due date of any report not listed in
Subsection A 0f 2.2.2.9 NMAC shall
be the date specified in the contract.

B. Delivery and
release of the audit report:
0} The IPA

shall deliver to the state auditor an
editable electronic copy of the audit
report for review by 5:00 p.m. on the
day the report is due. Unfinished or
excessively deficient reports shall not
satisfy this requirement; such reports
shall be rejected and returned to the
IPA and the OSA may take action
in accordance with Subsection C of
2.2.2.13 NMAC. When the OSA
rejects and returns a substandard
audit report to the IPA, the OSA shall
consider the audit report late if the
corrected report is not resubmitted
by the due date. The IPA shall also
report a finding for the late audit
report in the audit report. The firm
shall submit an electronic version of
the corrected rejected report for OSA
review. The name of the electronic
file shall be “corrected rejected
report” followed by the agency name
and fiscal year.

2
Before initial submission, the IPA
shall review the report using the
appropriate report review guide
available on the OSA’s website. The
report review guide shall reference
applicable page numbers in the audit
report. The audit manager or person
responsible for the IPA’s quality
control system shall either complete
the report review guide or sign off
as having reviewed it. All questions
in the guide shall be answered, and
the reviewer shall sign and date the

last page of the guide. If the review
guide is not accurately completed or
incomplete, the report shall not be
accepted.

A3) IPAs are
encouraged to deliver completed
audit reports before the due date. All
reports, except for reports prepared
by the OSA, shall be addressed to the
state auditor, the agency executive
and governing body (if applicable).
Reports prepared by the OSA shall
be addressed to the agency executive
and governing body (if applicable).
The OSA shall review all audit
reports submitted by the report due
date before reviewing reports that
are submitted after the report due
date. Once the review of the report
is completed pursuant to Subsection
A of 2.2.2.13 NMAC, and any OSA
comments have been addressed by the
IPA, the OSA shall indicate to the IPA
that the report is ready to print. After
the OSA issues the “OK to print”
communication for the audit report,
the OSA shall authorize the IPA to
submit the corrected report with the
following items to the OSA within
five business days; an electronic
searchable version of the audit report
labeled “final”, in PDF format, and
an electronic Excel version of the
summary of findings report and any
other required electronic schedule
(electronic schedules may not apply
to engagements pursuant to 2.2.2.15
or 2.2.2.16 NMAC) if applicable,
and an electronic excel version of the
schedule of asset management costs
for investing agencies, if applicable
(all available at www.saonm.org).
The OSA shall not release the report
until the searchable electronic PDF
version of the report and all required
electronic Excel schedules are
received by the OSA. The electronic
file containing the final audit report
shall:

(a) be
created and saved as a PDF document
in a single PDF file format (simply
naming the file using a PDF extension
.pdf does not by itself create a PDF
file);

(b) be
version 5.0 or newer;
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(©)
not exceed 10 megabytes (MB) per
file submitted (contact the OSA to
request an exception if necessary);
(@)
have all security settings like self-
sign security, user passwords, or
permissions removed or deactivated
so the OSA is not prevented from
opening, viewing, or printing the file;
(e)
not contain any embedded scripts or
executables, including sound or movie
(multimedia) objects;
®
have a file name that ends with .pdf;
®
be free of worms, viruses or other
malicious content (a file with such
content shall be deleted by the OSA);
(h)
be “flattened” into a single layer file
prior to submission;
®
not contain any active hypertext
links, or any internal/external links
(although it is permissible for the
file to textually reference a URL as a
disabled link);
@
be saved at 300 dots per inch (DPI)
(lower DPI makes the file hard to read
and higher DPI makes the file too
large);
(k)
have a name that starts with the OSA
agency number, followed by the
agency name, the fiscal year, and
“final”; and
) be
searchable.

“) The IPA
shall deliver to the agency the number
of copies of the audit report indicated
in the audit contract only after the
state auditor has officially released the
audit report with a “release letter”.

(@
The audited agency may waive the
5-day waiting period required by
Section 12-6-5 NMSA 1978. To do
so, the agency’s governing authority
or the governing authority’s designee
must provide written notification
to the OSA of the waiver. The
notification must be signed by the
agency’s governing authority or the
governing authority’s designee and

be sent via letter, e-mail or fax to the
attention of the state auditor. The
OSA encourages agencies wishing to
waive the five-day waiting period to
provide the written notification prior
to the submission of the final report to
the OSA.

(b)
The IPA shall deliver to the agency
the number of copies of the audit
report indicated in the audit contract
only after the state auditor has
officially released the audit report
with a “release letter”. Release of
the audit report to the agency or the
public prior to it being officially
released by the state auditor shall
result in an audit finding.

Q) After the
release of a report, the OSA shall
provide DFA and the legislative
finance committee with notification
that the report is available on the OSA
website.

6) If an
audit report is reissued pursuant to
AU-C 560, subsequent events and
subsequently discovered facts, or
AAG GAS 13.29-.30 for uniform
guidance compliance reports,
the reissued audit report shall be
submitted to the OSA with a cover
letter addressed to the state auditor.
The cover letter shall explain that:

(@)
the attached report is a “reissued”
report;

(b)
the circumstances that caused the
reissuance; and

()
a summary of the changes that
appear in the reissued report. The
OSA shall subject the reissued
report to the report review process
and upon completion of that report
review process, shall issue a “release
letter.” The contents of the reissued
audit report are subject to the
confidentiality requirements described
in Subsection M of 2.2.2.10 NMAC.
Agency management and the IPA
are responsible for ensuring that the
latest version of the report is provided
to each recipient of the prior version
of the report. The OSA shall notify
the appropriate oversight agencies
regarding the updated report on the
OSA website.

©) If

changes to a released audit report
are submitted to the OSA, and the
changes do not rise to the level of
requiring a reissued report, the [PA
shall submit a cover letter addressed
to the agency, with a copy to the state
auditor, which includes the following
minimum elements:

(@)
a statement that the changes did not
rise to the level of requiring a reissued
report;

(b)
a description of the circumstances
that caused the resubmitted updated
report; and

(©)
a summary of the changes that appear
in the resubmitted updated report
compared to the prior released report.
Agency management and the IPA are
responsible for ensuring that the latest
version of the resubmitted report
is provided to each recipient of the
prior version of the report. The OSA
shall notify the appropriate oversight
agencies regarding the updated report
on the OSA website.

C. Required status
reports: For an agency that has
failed to submit audit or agreed-
upon procedures reports as required
by this rule, and has therefore been
designated as “at risk” due to late
reports, the state auditor requires
the agency to submit written status
reports to the OSA on each March
15, June 15, September 15, and
December 15 that the agency is
not in compliance with this rule.
Status reports are not required for
agencies that are included on the “at
risk” list solely due to an adverse
or disclaimed independent auditor’s
opinion. The status report shall be
signed by a member of the agency’s
governing authority, a designee of
the governing authority or a member
of the agency’s top management.

If the agency has a contract with
an IPA to conduct the audit or
perform the AUP engagement, the
agency must send the IPA a copy
of the quarterly status report. IPAs
engaged to audit or perform AUP
engagements for agencies with late
reports are responsible for assisting
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these agencies in complying with the
reporting requirements of this section.
Failure to do so shall be noted by the
OSA and taken into account during
the IPA Firm Profile evaluation
process. At a minimum, the quarterly
written status report shall include:

1) a detailed
explanation of the agency’s efforts
to complete and submit its audit or
agreed-upon procedures;

?2) the current
status of any ongoing audit or agreed-
upon procedures work;

3 any
obstacles encountered by the agency
in completing its audit or agreed-upon
procedures; and

4 a projected
completion date for the financial audit
or agreed-upon procedures report.
[2.2.2.9 NMAC - Rp, 2 2.2.9 NMAC,
3/28/2023]

2.2.2.10 GENERAL
CRITERIA:
A. Annual financial
and compliance audits:
1) The

financial audit shall cover the entire
financial reporting entity including
the primary government and the
component units of the primary
government, if any. For any financial
and compliance audit the agency
should produce all documents
necessary to conduct the engagement.
(@
The primary government shall
determine whether an agency that
is a separate legal entity from the
primary government is a component
unit of the primary government as
defined by GASBS 14, 39, 61, and
80 (as amended). The flowchart
at GASBS 61.68 may be useful in
making this determination. The
primary government shall notify
all other agencies determined to
be component units by September
15 of the subsequent fiscal year.
Failure to meet this due date results
in a compliance finding. IPAs shall
use GASB guidelines as found in
relevant GASBS to determine the
correct presentation of the component
unit. All agencies that meet the
criteria to be a component unit of

the primary government shall be
included with the audited financial
statements of the primary government
by discrete presentation or blended,
as appropriate. Component units
are reported using the government
financial reporting format if they have
one or more of the characteristics
described at AAG SLV 1.01. Ifa
component unit does not qualify to
be reported using the governmental
format and is not statutorily required
to be reported using the governmental
format, that fact shall be explained in
the notes to the financial statements
(summary of significant accounting
policies: financial reporting entity).
If there was a change from the
prior year’s method of presenting
a component unit or change in
component units reported, the notes to
the financial statements shall disclose
the reason(s) for the change.
(b)
If a primary government has no
component units, that fact shall be
disclosed in the notes to the financial
statements (summary of significant
accounting policies: financial
reporting entity). If the primary
government has component units
that are not included in the financial
statements due to materiality, that fact
shall also be disclosed in the notes.
()
The state auditor requires component
unit(s) to be audited by the same
audit firm that audits the primary
government (except for public
housing authority component units
that are statutorily exempt from
this requirement, and the statewide
ACFR). For clarification, housing
departments of a local government
or a regional housing authority are
not exempt from this requirement.
Requests for exemption from this
requirement shall be submitted in
writing by the primary government to
the state auditor. If the request to use
a different auditor for the component
unit is approved in writing by the state
auditor, the following requirements
shall be met:

)
the [PAs of the primary government
and all component units shall consider
and comply with the requirements of
AU-C 600;

(i)
the group engagement partner shall
agree that the group engagement
team will be able to obtain sufficient
appropriate audit evidence through
the use of the group engagement
team’s work or use of the work of the
component auditors (AU-C 600.15);

(iii)
the component unit auditor selected
shall appear on the OSA list of
approved IPAs;

(iv)
all bid and auditor selection processes
shall comply with the requirements of
this rule;

)
the OSA standard contract template
shall be used by both the primary
government and the component unit;

(vi)
the primary government, the primary
engagement partner, management
of the component unit, and the
component unit auditor shall all
coordinate their efforts to ensure that
the audit reports of the component
unit and the primary government are
submitted by the applicable due dates;

(vii)
all component unit findings shall be
disclosed in the primary government’s
audit report (except the statewide
ACFR, which shall include only
component unit findings that are
significant to the state as a whole);
and

(viii)
any separately issued component unit
financial statements and associated
auditors’ reports shall be submitted
to the state auditor by the due date
in Subsection A of 2.2.2.9 NMAC
for the review process described in
Subsection A of 2.2.2.13 NMAC.

(d)

With the exception of the statewide
ACFR, the following SI pertaining
to component units for which
separately issued financial statements
are not available shall be audited
and opined on as illustrated in AAG
SLV 16.103 example A-15: financial
statements for each of the component
unit’s major funds, combining and
individual fund financial statements
for all of the component unit’s
non-major funds, and budgetary
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comparison statements for the
component unit’s general fund and
major special revenue funds that have
legally adopted annual budgets (AAG
SLV 3.22).
?2) Audits

of agencies shall be comprised of a
financial and compliance audit of the
financial statements and schedules as
follows:

@
The level of planning materiality
described at AAG SLV 4.72-4.73 and
exhibit 4-1 shall be used. Planning
materiality for component units is at
the individual component unit level.

(b)
The scope of the audit includes the
following statements and disclosures
which the auditor shall audit and give
an opinion on. The basic financial
statements (as defined by GASB and
displayed in AAG SLV exhibit 4-1)
consisting of:

(@
the governmental activities, the
business-type activities, and the
aggregate discretely presented
component units;

(ii)

each major fund and the aggregate
remaining fund information;

(iii)
budgetary comparison statements for
the general fund and major special
revenue funds that have legally
adopted annual budgets (when budget
information is available on the same
fund structure basis as the GAAP fund
structure, the state auditor requires
that the budgetary comparison
statements be included as part of the
basic financial statements consistent
with GASBS 34 fn. 53, as amended,
and AAG SLV 11.12 and 11.13); and

(@iv)
the related notes to the financial
statements.

(©
Budgetary comparison statements
for the general fund and major
special revenue funds presented on
a fund, organization, or program
structure basis because the budgetary
information is not available on the
GAAP fund structure basis for those
funds shall be presented as RSI
pursuant to GASBS 41.

(d)
The auditor shall apply procedures
and report in the auditor’s report on
the following RSI (if applicable)
pursuant to AU-C 730:

(@
management’s discussion and analysis
(GASBS 34.8-.11);

(ii)
RSI data required by GASBS 67 and
68 for defined benefit pension plans;

(iii)
RSI schedules required by GASBS
43 and 74 for postemployment benefit
plans other than pension plans;

(iv)
RSI schedules required by GASBS
45 and 75 regarding employer
accounting and financial reporting for
postemployment benefits other than
pensions; and

\7)
infrastructure modified approach
schedules derived from asset
management systems (GASBS
34.132-133).

(e)
The audit engagement and audit
contract compensation include
an AU-C 725 opinion on the SI
schedules presented in the audit
report. The auditor shall subject the
information on the SI schedules to
the procedures required by AU-C
725. The auditor shall report on
the remaining SI in an other-matter
paragraph following the opinion
paragraph in the auditor’s report on
the financial statements pursuant to
AU-C 725. With the exception of
the statewide ACFR, the following
SI schedules are required to be
included in the AU-C 725 opinion if
the schedules are applicable to the
agency:

(@
primary government combining and
individual fund financial statements
for all non-major funds (GASBS
34.383);

(ii)
the schedule of expenditures of
federal awards required by uniform
guidance;

(iii)
the schedule of pledged collateral
required by Subsection P 0f2.2.2.10
NMAC,;

@iv)
the FDS of housing authorities
pursuant to Subsection B 0 2.2.2.12
NMAC,;

\))
the school district schedule of cash
reconciliation required by Subsection
C o0f2.2.2.12 NMAC. In addition,
the school district schedule of cash
reconciliation SI shall be subjected
to audit procedures that ensure the
cash per the schedule reconciles
to the PED reports as required by
Subsection C 0of 2.2.2.12 NMAC;

(vi)
any other SI schedule required by this
rule.

B. Governmental
auditing, accounting and financial
reporting standards: The audits
shall be conducted in accordance
with:

) the most
recent revision of GAGAS issued
by the United States government
accountability office;

?2) uU.S.
auditing standards-AICPA (clarified);
A3) uniform

administrative requirements, cost
principles, and audit requirements for
federal awards (uniform guidance);

“4) AICPA
audit and accounting guide,
government auditing standards and
single audits, (AAG GAS) latest
edition;

5) AICPA
audit and accounting guide, state and
local governments (AAG SLV) latest
edition; and

(6) 222
NMAC, requirements for contracting
and conducting audits of agencies,
latest edition.

C. Financial
statements and notes to the
financial statements: The financial
statements and notes to the financial
statements shall be prepared
in accordance with accounting
principles generally accepted in
the United States of America.
Governmental accounting principles
are identified in the government
accounting standards board (GASB)
codification, latest edition. IPAs
shall follow interpretations,
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technical bulletins, and concept
statements issued by GASB, other
applicable pronouncements, and
GASB illustrations and trends for
financial statements. In addition to
the revenue classifications required
by NCGAS 1.110, the OSA requires
that the statement of revenues,
expenditures, and changes in fund
balance - governmental funds include
classifications for intergovernmental
revenue from federal sources and
intergovernmental revenue from state
sources, as applicable.

D. Requirements for
preparation of financial statements:
1) The

financial statements presented in audit
reports shall be prepared from the
agency’s books of record and contain
amounts rounded to the nearest dollar.

2)

The financial statements are the
responsibility of the agency. The
agency shall maintain adequate
accounting records, prepare financial
statements in accordance with
accounting principles generally
accepted in the United States of
America, and provide complete,
accurate, and timely information to
the IPA as requested to meet the audit
report due date imposed in Subsection
Ao0f2.22.9NMAC.

A3 If there
are differences between the financial
statements and the books, the IPA
shall provide to the agency the
adjusting journal entries and the
supporting documentation that
reconciles the financial statements in
the audit report to the books.

4 If the TPA
prepared the financial statements in
their entirety from the client-provided
trial balance or underlying accounting
records the IPA should conclude
significant threats to independence
exist and shall document the threats
and safeguards applied to mitigate
the threats to an acceptable level. If
the threats cannot be documented as
mitigated the IPA may appropriately
decide to decline to provide the
service. IPAs should refer to the
GAGAS conceptual framework
to evaluate independence. The
fact that the auditor prepared the

financial statements from the client-
provided trial balance or underlying
records shall be disclosed on the exit
conference page of the audit report.
E. Audit
documentation requirements:

4)) The IPA’s
audit documentation shall be retained
for a minimum of five-years from the
date shown on the opinion letter of
the audit report or longer if requested
by the federal oversight agency,
cognizant agency, or the state auditor.
Audit documentation, including
working papers, are the property
of the IPA or responsible certificate
holder per Subsection A of Section
61-28B-25 NMSA 1978. Audit
documentation includes all documents
used to support any opinions or
findings included in the report. The
state auditor shall have access to the
audit documentation at the discretion
of the state auditor.

?2) When
requested by the state auditor, all
of the audit documentation shall
be delivered to the state auditor
by the due date indicated in the
request. State auditor review of audit
documentation does not transfer
the ownership of the documents.
Ownership of the audit documentation
is maintained by the IPA or
responsible certificate holder.

3) The audit
documentation of a predecessor
IPA shall be made available to a
successor [PA in accordance with
AU-C 510.07 and 510.A3 to 510.
All, and the predecessor auditor’s
contract. Any photocopy costs
incurred shall be borne by the
requestor. If the successor IPA finds
that the predecessor IPA’s audit
documentation does not comply
with applicable auditing standards
and this rule, or does not support
the financial data presented in the
audit report, the successor IPA shall
notify the state auditor in writing
specifying all deficiencies. If the state
auditor determines that the nature of
deficiencies indicate that the audit
was not performed in accordance
with auditing or accounting standards
generally accepted in the United
States of America and related laws,

rules and regulations, and this rule,
any or all of the following actions
may be taken:

(@)
the state auditor may require the
predecessor IPA firm to correct its
working papers and reissue the audit
report to the agency, federal oversight
or cognizant agency and any others
receiving copies;

(b)
the state auditor may deny or limit the
issuance of future audit contracts; or

(0
the state auditor may refer the
predecessor IPA to the New Mexico
public accountancy board for possible
licensure action.

F. Auditor
communication requirements:
a The IPA

shall comply with the requirements
for auditor communication with those
charged with governance as set forth
in AU-C 260 and GAGAS 6.06 and
6.07.

2) After the
agency and IPA have an approved
audit contract in place, the IPA
shall prepare a written and dated
engagement letter during the planning
stage of a financial audit, addressed to
the appropriate officials of the agency,
keeping a copy of the signed letter as
part of the audit documentation. In
addition to meeting the requirements
of the AICPA professional standards
and the GAGAS requirements, the
engagement letter shall state that the
engagement shall be performed in
accordance with 2.2.2 NMAC.

A3 The
audit engagement letter shall not
include any fee contingencies. The
engagement letter shall not be
interpreted as amending the contract.
Nothing in the engagement letter
can impact or change the amount of
compensation for the audit services.
Only a contract amendment submitted
pursuant to Subsection N 0of 2.2.2.8
NMAC may amend the amount of
compensation for the audit services
set forth in the contract.

“4) A separate
engagement letter and list of client
prepared documents is required
for each fiscal year audited. The
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IPA shall provide a copy of the
engagement letter and list of client
prepared documents immediately
upon request from the state auditor.

Q) The IPA
shall conduct an audit entrance
conference with the agency with
representatives of the agency’s
governing authority and top
management, which may include
representatives of any component
units (housing authorities, charter
schools, hospitals, foundations,
etc.), if applicable. The OSA has the
authority to notify the agency or IPA
that the state auditor shall be informed
of the date of the entrance conference
and any progress meetings. If such
notification is received, the IPA and
agency shall invite the state auditor
or the auditor’s designee to attend
all such conferences no later than 72
hours before the proposed conference
or meeting.

6) All
communications with management
and the agency’s oversight officials
during the audit, regarding any
instances of non-compliance or
internal control weaknesses, shall
be made in writing. The auditor
shall obtain and report the views of
responsible officials of the audited
agency concerning the audit findings,
pursuant to GAGAS 6.57-6.60. Any
violation of law or good accounting
practice, including instances of
non-compliance or internal control
weaknesses, shall be reported as audit
findings per Section 12-6-5 NMSA
1978. Separate management letter
comments shall not be issued as a
substitute for such findings.

G. Reverting or non-
reverting funds: Legislation can
designate a fund as reverting or non-
reverting. The IPA shall review the
state law that appropriated funds to
the agency to confirm whether any
unexpended, unencumbered balance
of a specific appropriation shall be
reverted and to whom. The law
may also indicate the due date for
the required reversion. Appropriate
audit procedures shall be performed
to evaluate compliance with the law
and accuracy of the related liability
account balances due to other

funds, governmental agencies, or
both. The financial statements and
the accompanying notes shall fully
disclose the reverting or non-reverting
status of a fund or appropriation. The
financial statements shall disclose the
specific legislation that makes a fund
or appropriation non-reverting and
any minimum balance required. If
non-reverting funds are commingled
with reverting appropriations, the
notes to the financial statements shall
disclose the methods and amounts
used to calculate reversions. For more
information regarding state agency
reversions, see Subsection A of
2.2.2.12 NMAC and the department
of finance and administration (DFA)
white papers “calculating reversions
to the state general fund,” and “basis
of accounting-modified accrual

and the budgetary basis.” The
statewide ACFR is exempt from this
requirement.

H. Referrals and risk
advisories: The Audit Act (Section
12-6-1 et seq. NMSA 1978) states that
“the financial affairs of every agency
shall be thoroughly examined and
audited each year by the state auditor,
personnel of the state auditor’s office
designated by the state auditor or
independent auditors approved by
the state auditor.” (Section 12-6-3
NMSA 1978). Further, audits of New
Mexico governmental agencies “shall
be conducted in accordance with
generally accepted auditing standards
and rules issued by the state auditor.”
(Section 12-6-3 NMSA 1978).

0} In an effort
to ensure that the finances of state
and local governments are thoroughly
examined, OSA may provide [PAs
with written communications to
inform the IPA that OSA received
information that may suggest elevated
risk in specific areas relevant to a
particular agency’s annual financial
and compliance audit. These
communications shall be referred to as
“referrals.” Referrals are considered
confidential audit documentation.
Referrals may relate to any topic,
including the scope of the annual
financial and compliance audit. IPAs
shall take the circumstances described
in OSA referral communications

into account in their risk assessment
and perform such procedures as,

in the IPA’s professional judgment,
are necessary to determine what
further actions, if any, in the form of
additional disclosures, findings, and
recommendations are appropriate in
connection with the annual audit of
the agency. After the conclusion of
fieldwork but at least 14 days prior

to submitting the draft annual audit
report to the OSA for review, IPAs
shall provide written confirmation to
the OSA that the IPA took appropriate
action in response to the referral.
This written confirmation shall be
submitted separately from any draft
report and addressed to the attention
of the OSA’s special investigations
division. The written confirmation
shall be submitted electronically

to SIDreferrals@osa.state.nm.us

and shall respond to all aspects of
the referral and list any findings
associated with the subject matter

of the referral. IPAs shall retain
adequate documentation in the audit
workpapers to support the written
confirmation to OSA that the IPA
took appropriate action in response to
the referral. As outlined in 2.2.2.13
NMAC the OSA may review [PA
workpapers associated with the annual
audit of any agency. OSA workpaper
review procedures shall include
examining the IPA documentation
associated with referrals. Insufficient
or inadequate documentation may
result in deficiencies noted in the
workpaper review letter and may
negatively impact the IPA during

the subsequent firm profile review
process. In accordance with
Subsection D 0f 2.2.2.8 NMAC, an
IPA may be placed on restriction if
an IPA refuses to comply with OSA
referrals in a timely manner.

2) OSA may
issue written communications to
inform agencies and IPAs that OSA
received information that suggests
elevated risk in specific areas
relevant to the annual financial and
compliance audits of some agencies.
These communications shall be
referred to as “risk advisories.”

Risk advisories shall be posted on
the OSA website in the following
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location: https://www.saonm.org/
risk_advisories. Risk advisories
may relate to any topic relevant to
annual financial and compliance
audits of New Mexico agencies.
IPAs shall take the circumstances
described in OSA risk advisories
into account in their risk assessment
and perform such procedures and
testwork as, in the IPA’s professional
judgment, are necessary to determine
what further action, if any, in the
form of disclosure, findings and
recommendations are appropriate in
connection with the annual audit of
the agency.

L. State auditor
workpaper requirement: The state
auditor requires that audit workpapers
include a written audit program for
fund balance and net position that
includes tests for proper classification
of fund balance pursuant to GASBS
54 and proper classification of net
position pursuant to GASBS 34.34-
.37 (as amended) and GASBS 46.4-.5
(as amended).

J. State compliance
audit requirements: An IPA shall
identify significant state statutes,
rules, and regulations applicable to the
agency under audit and perform tests
of compliance. In designing tests
of compliance, IPAs may reference
AU-C 250 relating to consideration
of laws and regulations in an audit
of financial statements and AU-C
620 relating to using the work of an
auditor’s specialist. As discussed in
AU-C 250.A23, in situations where
management or those charged with
governance of the agency, or the
agency’s in-house or external legal
counsel, do not provide sufficient
information to satisfy the IPA that
the agency is in compliance with an
applicable requirement, the IPA may
consider it appropriate to consult
the IPA’s own legal counsel. AU-C
620.06 and 620.A1 discuss the use
of an auditor’s specialist in situations
where expertise in a field other than
accounting or auditing is necessary
to obtain sufficient, appropriate audit
evidence, such as the interpretation
of contracts, laws and regulations.

In addition to the significant state
statutes, rules and regulations

identified by the IPA, compliance
with the following shall be tested if
applicable (with the exception of the
statewide ACFR):

1
Procurement Code, Sections 13-1-1
to 13-1-199 NMSA 1978 including
providing the state purchasing agent
with the name of the agency’s chief
procurement officer, pursuant to
Section 13-1-95.2 NMSA 1978,
and Procurement Code Regulations,
Section 1.4.1 NMAC, or home rule
equivalent. All agencies must retain
support for procurement until the
contract expires or the minimum time
required for record retention is met,
whichever is longer.

?2) Per Diem
and Mileage Act, Sections 10-8-1 to
10-8-8 NMSA 1978, and Regulations
Governing the Per Diem and Mileage
Act, Section 2.42.2 NMAC.

3 Public
Money Act, Sections 6-10-1 to
6-10-63 NMSA 1978, including
the requirements that county and
municipal treasurers deposit money
in their respective counties, and
that the agency receive a joint safe
keeping receipt for pledged collateral.
(In instances when another statute
provides for a different timeline
applicable to the agency, that statute
shall control.)

(C)) Public
School Finance Act, Sections 22-8-1
to 22-8-48 NMSA 1978.

Q)] Investment
of Public Money Act, Sections 6-8-1
to 6-8-25 NMSA 1978.

6) Public
Employees Retirement Act, Sections
10-11-1 to 10-11-142 NMSA 1978.
IPAs shall test to ensure eligible
contributions are remitted to PERA.
The IPA shall evaluate and test
internal controls regarding employee
eligibility for PERA and other
benefits. IPAs shall evaluate risk
associated with employees excluded
from PERA and test that employees
are properly excluded.

)

Educational Retirement Act, Sections
22-11-1 to 22-11-55 NMSA 1978.
IPAs shall test to ensure eligible
contributions are remitted to ERA.

The IPA shall evaluate and test
internal controls regarding employee
eligibility for ERA and other benefits.
IPAs shall evaluate risk associated
with employees excluded from ERA
and test that employees are properly
excluded.

) Sale of
Public Property Act, Sections 13-6-1
to 13-6-8 NMSA 1978.

) Anti-
Donation Clause, Article IX, Section
14, New Mexico Constitution.

10 Special,
deficiency, and supplemental
appropriations (appropriation laws
applicable for the year under audit).

an State
agency budget compliance with
Sections 6-3-1 to 6-3-25 NMSA 1978,
and local government compliance
with Sections 6-6-1 to 6-6-19 NMSA
1978.

a2 Lease
purchase agreements, Article IX,
Sections 8 and 11, New Mexico
Constitution; Sections 6-6-11 to
6-6-12 NMSA 1978; Montano v.
Gabaldon, 108 NM 94, 766 P.2d 1328
(1989).

a3)

Accounting and control of fixed assets
of state government, Sections 2.20.1.1
t0 2.20.1.18 NMAC, (updated for
GASBS 34 as applicable).

a4
Requirements for contracting and
conducting audits of agencies, 2.2.2
NMAC.

(15) Article
IX of the state constitution limits on
indebtedness.

(16) Any
law, regulation, directive or policy
relating to an agency’s use of gasoline
credit cards, telephone credit cards,
procurement cards, and other agency-
issued credit cards.

a7 Retiree
Health Care Act, Sections 10-7C-1 to
10-7C-19 NMSA 1978. I1PAs shall
test to ensure eligible contributions
are reported to NMRHCA.
NMRHCA employer and employee
contributions are set forth in Section
10-7C-15 NMSA 1978. The IPA shall
evaluate and test internal controls
regarding employee eligibility for
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NMRHCA and other benefits. IPAs
shall evaluate risk associated with
employees excluded from NMRHCA
and test that employees are properly
excluded.

as)

Governmental Conduct Act, Sections
10-16-1 to 10-16-18 NMSA 1978.

19) School
Personnel Act, Sections 22-10A-1 to
22-10A-39 NMSA 1978.

(20) School
Athletics Equity Act, Sections 22-31-
1 to 22-31-6 NMSA 1978. 1PAs shall
test whether the district has submitted
the required school-district-level
reports, but no auditing of the reports
or the data therein is required.

K. Federal
requirements: IPAs shall conduct
their audits in accordance with
the requirements of the following
government pronouncements and
shall test federal compliance audit
requirements as applicable:

1 generally
accepted government auditing
standards (GAGAS) issued by
the United States government
accountability office, most recent
revision;

?2) uniform
administrative requirements, cost
principles, and audit requirements for
federal awards;

A3) compliance
supplement, latest edition; and
) internal

revenue service (IRS) employee
income tax requirements. IRS
Publication 15-B, employer’s tax
guide to fringe benefits, available
online, provides detailed information
regarding the taxability of fringe
benefits.

L. Audit finding
requirements:

@

Communicating findings: IPAs shall
communicate findings in accordance
with generally accepted auditing
standards and the requirements of
GAGAS 6.17-6.30. All finding
reference numbers shall follow a
standard format with the four-digit
audit year, a hyphen, and a three-digit
sequence number (e.g. 20XX-001,
20XX-002 ... 20XX-999). All prior

year findings shall include the finding
numbers used when the finding
was first reported under historical
numbering systems in brackets,
following the current year finding
reference number (e.g., 2021-001
(2020-003)) to enable the report user
to see what year the finding originated
and how it was identified in previous
years. Finding reference numbers
for single audit findings reported
on the data collection form shall
match those reported in the schedule
of findings and questioned costs
and the applicable auditor’s report.
Depending on the IPA’s classification
of the finding, the finding reference
number shall be followed by one of
the following descriptions: “material
weakness”; “significant deficiency”;
“material non-compliance”; “other
non-compliance”; or “other matters.”

(@)
IPAs shall evaluate deficiencies to
determine whether individually or
in combination they are significant
deficiencies or material weaknesses in
accordance with AU-C 260.

(b)
Findings that meet the requirements
described in AAG GAS 4.12 shall
be included in the 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.
AAG GAS 13.35 table 13-2 provides
guidance on whether a finding
shall be included in the schedule of
findings and questioned costs.

()
Section 12-6-5 NMSA 1978 requires
that “each report set out in detail, in a
separate section, any violation of law
or good accounting practices found by
the audit or examination.”

@

When auditors detect violations of
law or good accounting practices that
shall be reported per Section 12-6-5
NMSA 1978, but that do not rise to
the level of significant deficiencies or
material weaknesses, such findings
are considered to warrant the attention
of those charged with governance due
to the statutory reporting requirement.
The auditor shall communicate such

violations in the “compliance and
other matters” paragraph in the 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.

(i)
Findings required by Section 12-6-
5 NMSA 1978 shall be presented
in a separate schedule of findings
labeled “Section 12-6-5 NMSA 1978
findings”. This schedule shall be
placed in the back of the audit report
following the financial statement audit
and federal award findings. Per AAG
GAS 13.49 there is no requirement
for such findings to be included or
referenced in the uniform guidance
compliance report.

(d)
Each audit finding (including current
year and unresolved prior-year
findings) shall specifically state and
describe the following:
@

condition (provides a description of
a situation that exists and includes
the extent of the condition and an
accurate perspective, the number of
instances found, the dollar amounts
involved, if specific amounts were
identified, and for repeat findings,
management’s progress or lack of
progress towards implementing the
prior year planned corrective actions);

(i)
criteria (identifies the required or
desired state or what is expected from
the program or operation; cites the
specific section of law, regulation,
ordinance, contract, or grant
agreement if applicable);

(iii)
effect (the logical link to establish
the impact or potential impact of the
difference between the situation that
exists (condition) and the required or
desired state (criteria); demonstrates
the need for corrective action in
response to identified problems or
relevant risks);

(iv)
cause (identifies the reason or
explanation for the condition or the
factors responsible for the difference
between what the auditors found
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and what is required or expected;
the cause serves as a basis for the

recommendation);

)
recommendation addressing each
condition and cause; and

(vi)

agency response (the agency’s
comments about the finding, including
specific planned corrective actions
with a timeline and designation
of what employee position(s) are
responsible for meeting the deadlines
in the timeline).

(e)
Uniform guidance regarding single
audit findings (uniform guidance
200.511): The auditee is responsible
for follow-up and corrective action
on all audit findings. As a part of
this responsibility, the auditee shall
prepare a summary schedule of prior
audit findings and a corrective action
plan for current year audit findings
in accordance with the requirements
of uniform guidance 200.511. The
corrective action plan and summary
schedule of prior audit findings
shall include findings relating to the
financial statements which shall be
reported in accordance with GAGAS.
The summary schedule of prior year
findings and the corrective action
plan shall be included in the reporting
package submitted to the federal audit
clearinghouse (AAG GAS 13.49 fn
38). In addition to being included
in the agency response to each audit
finding, the corrective action plan
shall be provided on the audited
agency’s letterhead in a document
separate from the auditor’s findings.
(COFAR frequently asked questions
on the office of management and
budget’s uniform administrative
requirements, cost principles, and
audit requirements for federal awards
at 2 CFR 200, Section 511-1).

®
All audit reports shall include a
summary of audit results preceding
the presentation of audit findings
(if any). The summary of audit
results shall include the type of
auditor report issued and whether
the following categories of findings
for internal control over financial
reporting were identified: material

weakness, significant deficiency,

and material noncompliance. AUP
reports completed pursuant to 2.2.2.16
NMAC are not required to include a
summary of audit results.

?2) Prior year
findings:

(@)
IPAs shall comply with the
requirements of the most recent
version of GAGAS relating to
findings and recommendations
from previous audits and attestation
engagements. In addition, IPAs shall
report the status of a/l prior-year
findings and a/l findings from special
audits performed under the oversight
of the state auditor in the current year
audit report in a summary schedule
of prior year audit findings. The
summary schedule of prior year audit
findings shall include the prior year
finding number, the title, and whether
the finding was resolved, repeated, or
repeated and modified in the current
year. No other information shall be
included in the summary schedule of
prior year audit findings. All findings
from special audits performed under
the oversight of the state auditor
shall be included in the findings of
the annual financial and compliance
audits of the related fiscal year. IPAs
shall consider including findings from
special audits in annual audit reports.

(b)
Uniform guidance regarding single
audit prior year findings (uniform
guidance 200.511): The auditor shall
follow up on prior audit findings,
perform procedures to assess the
reasonableness of the summary
schedule of prior audit findings
prepared by the auditee in accordance
with the uniform guidance, and
report, as a current-year audit finding,
when the auditor concludes that the
summary schedule of prior audit
findings materially misrepresents the
status of any prior audit finding (AAG
GAS 13.53).

3 Current-
year audit findings: Written audit
findings shall be prepared and
submitted to management of the
agency as soon as the IPA becomes
aware of the findings so the agency
has time to respond to the findings

prior to the exit conference. The
agency shall prepare “planned
corrective actions” as required by
GAGAS 6.57 and 6.58. The agency
shall respond, in writing, to the IPA’s
audit findings within 10 business
days. Lack of agency responses
within the 10 business days does not
warrant a delay of the audit report.
The agency’s responses to the audit
findings and the “planned corrective
actions” shall be included in the
finding after the recommendation.
If the IPA disagrees with the
management’s comments in response
to a finding, they may explain in the
report their reasons for disagreement,
after the agency’s response (GAGAS
6.59). Pursuant to GAGAS 6.60, “if
the audited agency refuses to provide
comments or is unable to provide
comments within a reasonable period
of time, the auditors may issue the
report without receiving comments
from the audited agency. In such
cases, the auditors should indicate in
the report that the audited agency did
not provide comments.”

O
If appropriate in the auditor’s
professional judgment, failure to
submit the completed audit contract to
the OSA by the due date at Subsection
F 0f 2.2.2.8 NMAC may be reported
as a current year compliance finding.

Q) If
an agency has entered into any
professional services contract with an
IPA with a scope of work that relates
to fraud, waste, or abuse, and the
contract was not approved by the state
auditor, the IPA shall report a finding
of non-compliance with Paragraph (2)
of Subsection C 0f 2.2.215 NMAC.

6) If an
agency subject to the procurement
code failed to meet the requirement
to have a certified chief procurement
officer during the fiscal year, the
IPA shall report a finding of non-
compliance with Section 1.4.1.94
NMAC.

)
Component unit audit findings
shall be reported in the primary
government’s financial audit report.
This is not required for the statewide
ACFR unless a finding of a legally
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separate component unit is significant
to the state as a whole.

3 Except
as discussed in Subsections A and E
0f2.2.2.12 NMAC, release of any
portion of the audit report by the IPA
or agency prior to being officially
released by the state auditor is a
violation of Section 12-6-5 NMSA
1978 and requires a compliance
finding in the audit report.

()] In the
event that an agency response to a
finding indicates in any way that
the OSA is the cause of the finding,
the OSA may require that a written
response from the OSA be included in
the report, below the other responses

to that finding.
M. Exit conference
and related confidentiality issues:

1) The IPA
shall hold an exit conference with
representatives of the agency’s
governing authority and top
management, which may include
representatives of any component
units (housing authorities, charter
schools, hospitals, foundations,
etc.), if applicable. The OSA has
the authority to notify the agency
or IPA that the state auditor shall be
informed of the date of any progress
meetings and the exit conference.

If such notification is received, the
IPA and agency shall invite the state
auditor to attend all such conferences.
If component unit representatives
cannot attend the combined exit
conference, a separate exit conference
shall be held with the component
unit’s governing authority and top
management. The exit conference
and presentation to governance shall
occur in the forum agreed to by

the agency and the IPA, to include
virtual or telephonic options. The
OSA reserves the right to require

an in-person exit conference and
presentation to the board. The date of
the exit conference(s) and the names
and titles of personnel attending shall
be stated in the last page of the audit
report.

?2) The IPA,
with the agency’s cooperation, shall
provide to the agency for review a
draft of the audit report (stamped

“draft”), a list of the “passed audit
adjustments,” and a copy of all the
adjusting journal entries at or before
the exit conference. The draft audit
report shall include, at minimum,
the following elements: independent
auditor’s report, basic financial
statements, audit findings, summary
schedule of prior year audit findings,
and the reports on internal control and
compliance required by government
auditing standards and uniform
guidance.

3 Agency
personnel and the agency’s IPA
shall not release information to the
public relating to the audit until
the audit report is released by the
OSA, and has become a public
record. This does not preclude an
agency from submitting financial
statements and notes to the financial
statements, clearly marked as
“draft” or “unaudited” to federal
or state oversight agencies or bond
rating agencies. Any draft financial
statements provided to federal or
state oversight agencies or to bond
rating agencies shall exclude draft
auditor opinions and findings, and any
pages including references to auditor
opinions or findings.

“4) Once the
audit report is officially released to
the agency by the state auditor (by
a release letter) and the required
waiting period of five calendar days
has passed, unless waived by the
agency in writing as described in
Subparagraph (a) of Paragraph (4) of
Subsection B 0f 2.2.2.9 NMAC, the
audit report shall be presented by the
IPA, to a quorum of the governing
authority of the agency at a meeting
held in accordance with the Open
Meetings Act, if applicable. This
requirement only applies to agencies
with a governing authority, such as
a board of directors, board of county
commissioners, or city council, which
is subject to the Open Meetings Act.
The IPA shall ensure that the required
communications to those charged with
governance are made in accordance
with AU-C 260.12 to 260.14.

5) At all
times during the audit and after the
audit report becomes a public record,

the IPA shall follow applicable
standards and 2.2.2 NMAC regarding
the release of any information relating
to the audit. Applicable standards
include but are not limited to the
AICPA Code of Conduct ET Section
1.700.001 and related interpretations
and guidance, and GAGAS 6.53-6.55
and GAGAS 6.63-6.65. The OSA
and the IPA shall not disclose audit
documentation if such disclosure
would undermine the effectiveness or
integrity of the audit process. AU-C
230.A209.

N. Possible violations
of criminal statutes in connection
with financial affairs:

@ IPAs shall
comply with the requirements of
GAGAS 6.19-6.24 relating to fraud,
noncompliance with provisions of
laws, regulations, contracts and
grant agreements, waste, and abuse.
Relating to contracts and grant
agreements, [PAs shall extend the
AICPA requirements pertaining to
the auditors’ responsibilities for
laws and regulations to also apply
to consideration of compliance with
provisions of contracts or grant
agreements. Concerning abuse,
if an IPA becomes aware of abuse
that could be quantitatively, or
qualitatively material to the financial
statements or other financial data
significant to the audit objectives,
the IPA shall apply audit procedures
specifically directed to ascertain
the potential effect on the financial
statements or other financial data
significant to the audit objectives.

2) Pursuant to
Section 12-6-6 NMSA 1978 (criminal
violations), an agency or IPA shall
notify the state auditor immediately,
in writing, upon discovery of any
alleged violation of a criminal statute
in connection with financial affairs.
If an agency or IPA has already
made a report to law enforcement
that fact shall be included in the
notification. The notification shall
be sent by e-mail to reports@osa.
state.nm.us, by facsimile, or by US
mail. Notifications shall not be
made through the fraud hotline. The
notification shall include an estimate
of the dollar amount involved, if
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known or estimable, and a description
of the alleged violation, including
names of persons involved and any
action taken or planned. The state
auditor may cause the financial
affairs and transactions of the agency
to be audited in whole or in part
pursuant to Section 12-6-3 NMSA
1978 and 2.2.2.15 NMAC. If the
state auditor does not designate an
agency for audit, an agency shall
follow the provisions of 2.2.2.15
NMAC when entering into a
professional services contract for

a special audit, performance audit,
non-attest engagement, or attestation
engagement regarding the financial
affairs and transactions of the agency
relating to financial fraud, waste and
abuse.

3 In
accordance with Section 12-6-6
NMSA 1978, the state auditor,
immediately upon discovery of any
violation of a criminal statute in
connection with financial affairs,
shall report the violation to the proper
prosecuting officer and furnish the
officer with all data and information
in the auditor’s possession relative to
the violation.

0. Special revenue
funds authority: The authority for
creation of special revenue funds and
any minimum balance required shall
be shown in the audit report (i.e., cite
the statute number, code of federal
regulation, executive order, resolution
number, or other specific authority) on
the divider page before the combining
financial statements or in the notes
to the financial statements. This
requirement does not apply to the
statewide ACFR.

P. Public monies:

6)) All
monies coming into all agencies
(i.e., vending machines, fees for
photocopies, telephone charges, etc.)
shall be considered public monies and
be accounted for as such. For state
agencies, all revenues generated shall
be authorized by legislation (MAPS
FIN 11.4).

?2) If the
agency has investments in securities
and derivative instruments, the IPA
shall comply with the requirements of

AU-C 501.04-.10. Ifthe IPA elects to
use the work of an auditor’s specialist
to meet the requirements of AU-C
501, the requirements of AU-C 620
shall also be met.

A3) Pursuant
to Section 12-6-5 NMSA 1978, each
audit report shall include a list of
individual deposit and investment
accounts held by the agency. The
information presented in the audit
report shall include at a minimum:

(a)
name of depository (i.e., bank, credit
union, state treasurer, state investment
council, etc.);

(b)
account name;

()
type of deposit or investment account
(also required in separate component
unit audit reports):

(@
types of deposit accounts include
non-interest bearing checking, interest
bearing checking, savings, money
market accounts, certificates of
deposit, etc.; and

(i)
types of investment accounts
include state treasurer general fund
investment pool (SGFIP), state
treasurer local government investment
pool (LGIP), U.S. treasury bills,
securities of U.S. agencies such as
Fannie Mae (FNMA), Freddie Mac
(FHLMC), government national
mortgage association (GNMA), Sallie
Mae, small business administration
(SBA), federal housing administration
(FHA), etc.

(d
account balance of deposits and
investments as of the balance sheet
date;

(e)
reconciled balance of deposits and
investments as of the balance sheet
date as reported in the financial
statements; and

®
for state agencies only, statewide
human resources accounting and
management reporting system
(SHARE) fund number. In auditing
the balance of a state agency’s
investment in the SGFIP, the
IPA shall review the individual

state agency’s cash reconciliation
procedures and determine whether
those procedures would reduce the
agency’s risk of misstatement in the
investment in SGFIP, and whether the
agency is actually performing those
procedures. The IPA shall also take
into consideration the complexity of
the types of cash transactions that the
state agency enters into and whether
the agency processes its deposits and
payments through SHARE. The IPA
shall use professional judgment to
determine each state agency’s risk of
misstatement in the investment in the
SGFIP and write findings and modify
opinions as deemed appropriate by the
IPA.
()} Pledged

collateral:

(a)
All audit reports shall disclose
applicable collateral requirements in
the notes to the financial statements.
In addition, there shall be a SI
schedule or note to the financial
statements that discloses the collateral
pledged by each depository for public
funds. The SI schedule or note
shall disclose the type of security
(i.e., bond, note, treasury, bill,
etc.), security number, committee
on uniform security identification
procedures (CUSIP) number, fair
market value and maturity date.

(b)
Pursuant to Section 6-10-17 NMSA
1978, the pledged collateral for
deposits in banks and savings and
loan associations shall have an
aggregate value equal to one-half of
the amount of public money held by
the depository. If this requirement is
not met the audit report shall include
a finding. No security is required
for the deposit of public money that
is insured by the federal deposit
insurance corporation (FDIC) or the
national credit union administration
(NCUA) in accordance with Section
6-10-16 NMSA 1978. Collateral
requirements shall be calculated
separately for each bank and disclosed
in the notes.

(©
All applicable GASB 40 disclosure
requirements relating to deposit
and investment risk shall be met.
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In accordance with GASBS 40.8,
relating to custodial credit risk, the
notes to the financial statements shall
disclose the dollar amount of deposits
subject to custodial credit risk, and the
type of risk the deposits are exposed
to. To determine compliance with
the fifty percent pledged collateral
requirement of Section 6-10-17
NMSA 1978, the disclosure shall
include the dollar amount of each
of the following for each financial
institution: fifty percent pledged
collateral requirement per statute,
total pledged collateral, uninsured and
uncollateralized.

()
Repurchase agreements shall be
secured by pledged collateral having
a market value of at least one
hundred two percent of the contract
per Subsection H of Section 6-10-
10 NMSA 1978. To determine
compliance with the one hundred two
percent pledged collateral requirement
of Section 6-10-10 NMSA 1978, the
disclosure shall include the dollar
amount of the following for each
repurchase agreement: one hundred-
two percent pledged collateral
requirement per statute, and total
pledged collateral.

(e
Per Subsection A of Section 6-10-
16 NMSA 1978, “deposits of public
money shall be secured by: securities
of the United States, its agencies
or instrumentalities; securities
of the state of New Mexico, its
agencies, instrumentalities, counties,
municipalities or other subdivisions;
securities, including student loans,
that are guaranteed by the United
States or the state of New Mexico;
revenue bonds that are underwritten
by a member of the financial industry
regulatory authority (known as
FINRA), and are rated “BAA” or
above by a nationally recognized
bond rating service; or letters of credit
issued by a federal home loan bank.”

®
Securities shall be accepted as
security at market value pursuant
to Subsection C of Section 6-10-16
NMSA 1978.

(®

State agency investments in the state

treasurer’s general fund investment
pool do not require disclosure
of specific pledged collateral for
amounts held by the state treasurer.
However, the notes to the financial
statements shall refer the reader to
the state treasurer’s separately issued
financial statements which disclose
the collateral pledged to secure state
treasurer cash and investments.

(h)
If an agency has other “authorized”
bank accounts, pledged collateral
information shall be obtained from
the bank and disclosed in the notes
to the financial statements. The state
treasurer monitors pledged collateral
related to most state agency bank
accounts. State agencies should
not request the pledged collateral
information from the state treasurer.
In the event pledged collateral
information specific to the state
agency is not available, the following
note disclosure shall be made: detail
of pledged collateral specific to this
agency is unavailable because the
bank commingles pledged collateral
for all state funds it holds. However,
STO’s collateral bureau monitors
pledged collateral for all state
funds held by state agencies in such
“authorized” bank accounts.

) Agencies
that have investments in the state
treasurer’s local government
investment pool shall disclose the
information required by GASBS 79 in
the notes to their financial statements.
Agencies with questions about
the content of these required note
disclosures may contact STO (http://
www.nmsto.gov) for assistance.

Q. Budgetary
presentation:

1) Prior year
balance included in budget:

(a)
If the agency prepares its budget
on the accrual or modified accrual
basis, the statement of revenues and
expenditures (budget and actual)
or the budgetary comparisons shall
include the amount of fund balance on
the budgetary basis used to balance
the budget.

(b) If
the agency prepares its budget on the

cash basis, the statement of revenues
and expenditures (budget and actual)
or the budgetary comparisons shall
include the amount of prior-year cash
balance used to balance the budget (or
fund balance on the cash basis).

?2) The
differences between the budgetary
basis and GAAP basis revenues and
expenditures shall be reconciled. If
the required budgetary comparison
information is included in the basic
financial statements, the reconciliation
shall be included on the statement
itself or in the notes to the financial
statements. If the required budgetary
comparison is presented as RSI, the
reconciliation to GAAP basis shall
appear in either a separate schedule
or in the notes to the RSI (AAG SLV
11.14). The notes to the financial
statements shall disclose the legal
level of budgetary control for the
entity and any excess of expenditures
over appropriations at the legal level
of budgetary control. The legal
level of budgetary control for local
governments is at the fund level.

The legal level of budgetary control
for school districts is at the function
level. The legal level of budgetary
control for state agencies is explained
at Subsection A 0f 2.2.2.12 NMAC.
For additional information regarding
the legal level of budgetary control
the IPA may contact the applicable
oversight agency (DFA, HED, or
PED).

A3) Budgetary
comparisons shall show the original
and final appropriated budget (same
as final budget approved by DFA,
HED, or PED), the actual amounts
on the budgetary basis, and a column
with the variance between the final
budget and actual amounts.

(@)
If the budget structure for the general
fund and major special revenue funds
is similar enough to the GAAP fund
structure to provide the necessary
information, the basic financial
statements shall include budgetary
comparison statements for those
funds.

(b)
Budgetary comparisons for the
general fund and major special
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revenue funds shall be presented as
RSI if the agency budget structure
differs from the GAAP fund structure
enough that the budget information
is unavailable for the general fund
and major special revenue funds.

An example of this “perspective
difference” would occur if an agency
budgets by program with portions of
the general fund and major special
revenue funds appearing across
various program budgets. In a case
like that the budgetary comparison
would be presented for program
budgets and include information in
addition to the general fund and major
special revenue funds budgetary
comparison data (GASBS 41.03 and
.10).

R. Appropriations:
§)) Budget
related findings:
(a) If

actual expenditures exceed budgeted
expenditures at the legal level of
budgetary control, that fact shall be
reported in a finding and disclosed in
the notes to the financial statements.
(b)
If budgeted expenditures exceed
budgeted revenues (after prior-year
cash balance and any applicable
federal receivables used to balance the
budget), that fact shall be reported in
a finding. This type of finding shall be
confirmed with the agency’s budget
oversight entity (if applicable).

?2) Special,
deficiency, specific, and capital outlay
appropriations:

(a)
Special, deficiency, specific, and
capital outlay appropriations
shall be disclosed in the notes
to the financial statements. The
original appropriation, the
appropriation period, expenditures
to date, outstanding encumbrances,
unencumbered balances, and amounts
reverted shall be shown in a SI
schedule or in a note to the financial
statements. The accounting treatment
of any unexpended balances shall be
fully explained in the SI schedule or
in a note to the financial statements.
This is a special requirement of the
state auditor, and it does not apply to
the statewide ACFR audit.

(b)

The accounting treatment of any
unexpended balances shall be fully
explained in the SI schedule or in
a note to the financial statements
regarding the special appropriations.

S. Consideration of
internal control and risk assessment
in a financial statement audit:

) Audits
performed under this rule shall
include tests of internal controls
(manual or automated) over assertions
about the financial statements and
about compliance related to laws,
regulations, and contract and grant
provisions. IPAs and agencies are
encouraged to reference the U.S.
GAOs’ Standards for Internal
Control in the Federal Government,
known as the “Green Book”, which
may be adopted by state, local, and
quasi-governmental Agencies as a
framework for an internal control
system.

?2) The
department of information technology
is to engage in an SOC-2 compliance
audit of the SHARE system annually,
starting in 2024.

T. Required auditor’s
reports:

1) The AICPA
provides examples of independent
auditor’s reports in the appendix to
chapter 4 of AAG GAS and appendix
A to chapter 16 of AAG SLV.
Guidance is provided in footnote 4
to appendix A to chapter 16 of AAG
SLV regarding wording used when
opining on budgetary statements on
the GAAP basis. IPAs conducting
audits under this rule shall follow
the AICPA report examples. All
independent auditor’s reports shall
include a statement that the audit
was performed in accordance with
auditing standards generally accepted
in the United States of America
and with applicable government
auditing standards per GAGAS 6.36.
This statement shall be modified in
accordance with GAGAS 2.17b if
some GAGAS requirements were
not followed. Reports for single
audits of fiscal years beginning on
or after December 26, 2014 shall
have references to OMB Circular

A-133 replaced with references

to Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost
Principles, and Audit Requirements
for Federal Awards (Uniform
Guidance 200.110(b), AAG GAS
4.89, Example 4-1).

?2) The AICPA
provides examples of the 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 in the appendix to chapter 4
of AAG GAS. IPAs conducting audits
under this rule shall follow the AICPA
report examples.

(a)
The state auditor requires the 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 be dated the same date as
the independent auditor’s report.

(b)
No separate management letters shall
be issued to the agency by the auditor.
Issuance of a separate management
letter to an agency shall be considered
a violation of the terms of the audit
contract and may result in further
action by the state auditor. See also
Subsection F 0f2.2.2.10 NMAC
regarding this issue.

3) The AICPA
provides examples of the report on
compliance for each major federal
program and on internal control over
compliance required by the uniform
guidance in the appendix to chapter
13 of AAG GAS. IPAs conducting
audits under this rule shall follow the
AICPA report examples.

@ The
state auditor requires the financial
statements, RSI, SI, and other
information required by this rule,
and the following reports to be
included under one report cover:
the independent auditor’s report;
the report on internal control over
financial reporting and on compliance
and other matters based on an audit
of financial statements performed
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in accordance with government
auditing standards; and the report on
compliance for each major federal
program and on internal control
over compliance required by the
uniform guidance. If applicable, the
independent auditor’s report shall
include the AU-C 725 opinion on
SI, the schedule of expenditures of
federal awards and the HUD FDS
(required by HUD guidelines on
reporting and attestation requirements
of uniform financial reporting
standards). The report shall also
contain a table of contents and an
official roster. The IPA may submit a
written request for an exemption from
the “one report cover” requirement,
but shall receive prior written
approval from the state auditor in
order to present any of the above
information under a separate cover.

U. Disposition of
property: Sections 13-6-1 and
13-6-2 NMSA 1978 govern the
disposition of tangible personal
property owned by state agencies,
local public bodies, school districts,
and state educational institutions. At
least 30 days prior to any disposition
of property included on the agency
inventory list, written notification
of the official finding and proposed
disposition duly sworn and subscribed
under oath by each member of the
authority approving the action shall
be sent to the state auditor. The
disposition list shall include worn out,
unusable or obsolete items, and may
include trade-ins, and lost, stolen, or
destroyed items, as applicable.

V. Joint powers
agreements:

@ Any

joint powers agreement (JPA)
shall be listed in a SI schedule in
the audit report. The statewide
ACFR schedule shall include JPAs
that are significant to the state as a
whole. The schedule shall include
the following information for each
JPA: participants; party responsible
for operations; description;
beginning and ending dates of the
JPA; total estimated amount of
project and portion applicable to
the agency; amount the agency
contributed in the current fiscal

year; audit responsibility; fiscal
agent if applicable; and name of the
government agency where revenues
and expenditures are reported.

?2) For self-
insurance obtained under a JPA,
see the GASB Codification Section
J50.113.

W. Inventory
certification:

1) All
agencies shall comply with the
requirements of Section 12-6-10
NMSA 1978 and also maintain a
capitalization policy that complies
with the law. All agencies shall
maintain an inventory listing of
chattels and equipment that cost over
five thousand dollars ($5,000).

?2) Agencies
shall conduct an annual physical
inventory of chattels and equipment
on the inventory list at the end
of each fiscal year in accordance
with the requirements of Section
12-6-10 NMSA 1978. The agency
shall certify the correctness of the
inventory after the physical inventory.
This certification shall be provided
to the agency’s auditors. The IPA
shall audit the inventory listing for
correctness and compliance with the
requirements of the Audit Act.

X. Tax increment
development districts: Pursuant
to Subsection C of Section 5-15-
9 NMSA 1978, tax increment
development districts (TIDDs) are
political subdivisions of the state, and
they are separate and apart from the
municipality or county in which they
are located. Section 5-15-10 NMSA
1978 states that the district shall be
governed by the governing body
that adopted a resolution to form the
district or by a five-member board
composed of four members appointed
by that governing body; provided,
however, that the fifth member of the
five-member board is the secretary
of finance and administration or the
secretary’s designee with full voting
privileges. However, in the case of
an appointed board of directors that
is not the governing body, at the end
of the appointed directors’ initial
terms, the board shall hold an election
of new directors by majority vote of

owners and qualified resident electors.
Therefore, a TIDD and its audit firm
shall apply the criteria of GASBS

14, 39, 61, and 80 to determine
whether the TIDD is a component
unit of the municipality or county
that approved it, or whether the
TIDD is a related organization of the
municipality or county that approved
it. If the TIDD is determined to

be a related organization per the
GAAP requirements, then the TIDD
shall contract separately for an

audit separate from the audit of the
municipality or county that approved
1t.

Y. GASBS 68,
accounting and financial reporting
for pensions:

) PERA and

ERB shall each prepare schedules of
employer allocations as of June 30
of each fiscal year. The state auditor
requires the following:

(@)
Prior to distribution of the schedule
of employer allocations, PERA and
ERB shall obtain audits of their
respective schedules. These audits
shall be conducted in accordance with
government auditing standards and
AU-C 805, special considerations -
audits of single financial statements
and specific elements, accounts, or
items of a financial statement.

(b)
Pursuant to AU-C 805.16, the PERA
and ERB auditors shall each issue
a separate auditor’s report and
express a separate opinion on the
AU-C 805 audit performed (distinct
from the agency’s regular financial
statement and compliance audit).
Additionally, the auditor shall apply
the procedures required by AU-C
725 to all supplementary information
schedules included in the schedule of
employer allocations report in order to
determine whether the supplementary
information is fairly stated, in all
material respects, in relation to the
financial statements as a whole. The
IPA shall include the supplementary
information schedules in the
related reporting in the other-matter
paragraph pursuant to AU-C 725.09,
regarding whether such information is
fairly stated in all material respects in
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relation to the schedule of employer
allocations as a whole.

(©)
PERA and ERB shall include note
disclosures in their respective
schedule of employer allocations
reports that detail each component
of allocable pension expense at the
fund level, excluding employer-
specific pension expense for changes
in proportion. Each plan shall also
include note disclosures by fund
detailing collective fund-level
deferred outflows of resources and
deferred inflows of resources. The
disclosures shall include a summary
of changes in the collective deferred
and inflows outflows of resources
(excluding employer specific
amounts), by year of deferral.

(@)
The AU-C 805 audits and resulting
separate reports on the PERA
and ERB schedules of employer
allocations shall be submitted to the
OSA for review and release pursuant
to Subsection A 0f 2.2.2.13 NMAC,
prior to distribution to the participant
employers.

(e)
As soon as the AU-C 805 reports
become public record, PERA and
ERB shall make the information
available to their participant
employers.

®
PERA and ERB shall each prepare
an employer guide that illustrates
the correct use of their respective
schedule of employer allocations
report by their participant employers.
The guides shall explicitly distinguish
between the plan-level reporting and
any employer-specific items. The
calculations and record-keeping
necessary at the employer level (for
adjusting journal entries, amortization
of deferred amounts, etc.) shall
be described and illustrated. The
employer guides shall be made
available to the participant employers
by June 30 of the subsequent
fiscal. Stand-alone state agency
financial statements that exclude the
proportionate share of the collective
net pension liability of the state
of New Mexico shall include note
disclosure referring the reader to the

statewide ACFR for the state’s net
pension liability and other pension-
related information.

()

Stand-alone state agency financial
statements that exclude the
proportionate share of the collective
net pension liability of the state

of New Mexico shall include note
disclosure referring the reader to the
statewide ACFR for the state’s net
pension liability and other pension-
related information.

Z. GASBS 77, tax
abatement agreements: Unaudited,
but final, GASBS 77 disclosure
information shall be provided to
any agency whose tax revenues are
affected by the reporting agency’s tax
abatement agreements no later than
September 15 of the subsequent fiscal
year. This due date does not apply if
the reporting agency does not have
any tax abatement agreements that
reduce the tax revenues of another
agency. All tax abatement agreements
entered into by an agency’s
component unit(s) shall be disclosed
in the same manner as the tax
abatement agreements of the primary
government. If an agency determines
that any required disclosure is
confidential, the agency shall cite the
legal authority for the determination.

AA. GASBS 75,
accounting and financial reporting
for postemployment benefits other
than pensions: The retiree health
care authority (RHCA) shall prepare a
schedule of employer allocations as of
June 30 of each fiscal year. The state
auditor requires the following:

1) Prior
to distribution of the schedule of
employer allocations, RHCA shall
obtain an audit of the schedule.

This audit shall be conducted in
accordance with government auditing
standards and AU-C 805, special
considerations - audits of single
financial statements and specific
elements, accounts, or items of a
financial statement.

?2) Pursuant
to AU-C 805.16, the RHCA auditors
shall issue a separate auditor’s report
and express a separate opinion on the
AU-C 805 audit performed (distinct

from the agency’s regular financial
statement and compliance audit).
Additionally, the auditor shall apply
the procedures required by AU-C

725 to all supplementary information
schedules included in the schedule of
employer allocations report in order to
determine whether the supplementary
information is fairly stated, in all
material respects, in relation to the
financial statements as a whole. The
IPA shall include the supplementary
information schedules in the

related reporting in the other-matter
paragraph pursuant to AU-C 725.09,
regarding whether such information is
fairly stated in all material respects in
relation to the schedule of employer
allocations as a whole.

A3) RHCA
shall include note disclosures in the
schedule of employer allocations
report that detail each component
of allocable OPEB expense at the
fund level, excluding employer-
specific OPEB expense for changes in
proportion. RHCA shall also include
note disclosures by fund detailing
collective fund-level deferred
outflows of resources and deferred
inflows of resources. The disclosures
shall include a summary of changes
in the collective deferred outflows
and inflows of resources (excluding
employer specific amounts), by year
of deferral.

“) The AU-C
805 audit and resulting separate report
on the RHCA schedule of employer
allocations shall be submitted to the
OSA for review and release pursuant
to Subsection A of 2.2.2.13 NMAC,
prior to distribution to the participant
employers.

5) As soon
as the AU-C 805 reports become
public record, RHCA shall make the
information available to its participant
employers.

(6) RHCA
shall prepare an employer guide
that illustrates the correct use of the
schedule of employer allocations
report by its participant employers.
The guide shall explicitly distinguish
between the plan-level reporting and
any employer-specific items. The
calculations and record-keeping
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necessary at the employer level (for
adjusting journal entries, amortization
of deferred amounts, etc.) shall

be described and illustrated. The
employer guide shall be made
available to the participant employers
by June 30 of the subsequent fiscal
year.

)

Stand-alone state agency financial
statements that exclude the
proportionate share of the collective
OPEB liability of the state of New
Mexico, shall include note disclosure
referring the reader to the statewide
ACFR for the state’s net OPEB
liability and other OPEB-related
information.
[2.2.2.10 NMAC - Rp, 2.2.2.10
NMAC, 3/28/2023]
2.2.2.11 [RESERVED]
2.2.2.12 SPECIFIC
CRITERIA: The specific criteria
described in this section shall
be considered in planning and
conducting governmental audits.
These requirements are not intended
to be all-inclusive; therefore, OSA
recommends that IPAs review the
NMSA and NMAC while planning
governmental audits.

A. Pertaining to
audits of state agencies:

@ Due dates
for agency audits: audit reports of
agencies under the oversight of DFA
FCD are due to OSA in accordance
with the requirements of Subsection
D of Section 12-6-3 NMSA 1978 and
Subsection A of 2.2.2.9 NMAC.

?2) All the
individual SHARE funds shall be
reported in the financial statements,
either within the basic financial
statements or as SI.

A3 Accounts
payable at year-end and reversion
calculation: If goods and services
were received (as defined by generally
accepted accounting principles) by
the end of the fiscal year but not paid
for by the end of the fiscal year, an
accounts payable shall be reported for
the respective amount due in both the
government-wide financial statements
and the fund financial statements.

The “actual” expenditures in the budgetary comparison exclude any accounts

payable that were not paid timely and therefore require a request to the financial

control division to pay prior year bills out of the current year budget. They

are paid out of the budget of the following fiscal year. An agency’s reversions

are calculated using the budgetary basis expenditures because the agency

does not have the legal authority to obligate the state for liabilities once the

appropriation period has lapsed. Thus, the agency cannot keep the cash related

to accounts payable that were not paid timely. This results in a negative fund

balance in the modified accrual basis financial statements of a reverting fund.
“4) Net position/fund balance:

(a) Pursuant to GASBS 63.8 the government-
wide statement of net position and the proprietary fund statement of net
position show net position as:

(i) net investment in capital assets as
defined by GASBS 63.9;
(ii) restricted (distinguishing between
major categories of restrictions) as defined by GASBS 63.10; and
(iii) unrestricted as defined by GASBS
63.11.

(b) Governmental fund financial statement

fund balances shall be reported in accordance with GASBS 54.
Q) Book of record:

(a) The state maintains the centralized
accounting system SHARE. The SHARE data and reports are the original
book of record that the auditor is auditing. Each fiscal year, the agency shall
record all audit adjusting journal entries in SHARE. The financial information
in SHARE shall agree to the agency’s audited financial statements, with the
exception of accounts payable as explained in Subsection A of 2.2.2.12 NMAC.
If the agency maintains a separate accounting system, it shall be reconciled
with the SHARE system and all applicable adjustments shall be recorded in
SHARE in the month in which the transactions occurred. DFA FCD provides
guidance to agencies, which IPAs shall review, regarding policy and procedure
requirements. These documents are available on the DFA FCD website and
include:

(i) the manual of model accounting
practices (MAPs);
(ii) various white papers, yearly
closing instructions; and
(iii) various accounting guideline
memos.

(b) The statement of revenues and expenditures
in the audit report shall be presented in accordance with GAAP, by function or
program classification and object code. However, the budgetary comparison
statements shall be presented using the level of appropriation reflected in the
final approved budget. The SHARE chart of accounts reflects the following
appropriation unit levels:

Appropriation unit code/appropriation
unit description

personal services & employee

200 benefits

300 contractual services
400 other

500 other financing uses
600 non-budgeted
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(©)
Revenue categories of appropriations
to state agencies are listed below. The
budgetary comparison statements
for state agencies shall be presented
in the audit report by the revenue
categories shown below and by the
expenditure categories that appear in
the agency’s final approved budget.

(@
state general fund;

(ii)
other state funds;

(iii)
internal service funds/inter-agency
transfers; or

(@iv)
federal funds.

(d)
For more detail about the SHARE
chart of accounts see the DFA
website.
6) Reversions

to state general fund:

(@
All reversions to the state general
fund shall be identified in the financial
statements or the notes to the financial
statements by the fiscal year of
appropriation (i.e., reversion to state
general fund - FY 16). The gross
amount of the appropriation and the
gross amount of the reversion shall be
shown separately.

(b)
Subsection A of Section 6-5-10
NMSA 1978 states “all unreserved
undesignated fund balances in
reverting funds and accounts as
reflected in the central accounting
system as of June 30 shall revert by
September 30 to the general fund.
The division may adjust the reversion
within 45 days of release of the audit
report for that fiscal year.” Failure
to transfer reverting funds timely in
compliance with the statute requires
an audit finding.

@) Non-
reciprocal (not payments for materials
or services rendered) interfund
(internal) activity includes:

(@)
transfers; and

(b)
reimbursements (GASBS 34.410):

@

intra-agency transfers between funds

within the agency shall offset (i.c.
balance). Reasons for intra-agency
transfers shall be fully explained in
the notes to the financial statements.
In the separate audit reports of
state agencies, transfers between
their internal funds are shown as
other financing sources or uses in
the fund financial statements and
as transfers (that get eliminated)

in the government-wide financial
statements;

(i)
inter-agency transfers (between an
agency’s internal funds and other
funds of the state that are outside the
agency such as state general fund
appropriations, special appropriations,
bond proceeds appropriations,
reversions to the state general fund,
and transfers to/from other state
agencies) shall be segregated from
intra-agency transfers and fully
explained in the notes to the financial
statements along with the agency
number and SHARE fund number to
whom and from whom transferred.
The transfers may be detailed in
supporting schedules rather than in
the notes, but agency and SHARE
fund numbers shall be shown. The
schedule shall be presented on the
modified accrual basis. The IPA is
responsible for performing audit
procedures on all such inter-agency
transfers.

()
Regarding inter-agency transfers
between legally separate component
units and the primary government (the
state of New Mexico):

(0]
if the inter-agency transfer is between
a blended component unit of the
state and other funds of the state,
then the component unit’s separately
issued financial statements report
such activity between itself and the
primary government as revenues
and expenses. When the blended
component unit is included in the
primary government’s financial
statements, such inter-agency
transfers are reclassified as transfers
(GASBS 34.318);

(i)
all resource flows between a
discretely presented component unit

of the state and other funds of the
state shall be reported as external
transactions - revenues and expenses -
in the primary government’s financial
statements and the component unit’s
separately issued financial statements
(GASBS 34.318);

(d)
All transfers to and from SHARE
fund 853, the state general fund
appropriation account, shall be clearly
identifiable in the audit report as
state general fund appropriations,
reversions, or collections;

(e)
Reimbursements are transfers
between funds that are used
to reallocate the revenues and
expenditures/expenses to the
appropriate fund. Reimbursements
are not reported as inter-fund activity
in the financial statements.

(¢)) General
services department capital projects:
in general, GSD records the state of
New Mexico capitalized land and
buildings for which it is responsible,
in its accounting records. The cost
of furniture, fixtures, and moveable
equipment owned by agencies is
to be capitalized in the accounting
records of the agency that purchased
them. The agency shall capitalize
those assets based on actual amounts
expended in accordance with GSD
instructions issued in 2.20.1.10
NMAC.

(&) State-
owned motor vehicle inventory:
successful management of state-
owned vehicles pursuant to the
Transportation Services Act (Sections
15-8-1 to 15-8-11 NMSA 1978) is
dependent on reliable and accurate
capital assets inventory records
and physical verification of that
inventory. Thus, the annual audit of
state agencies shall include specific
tests of the reliability of the capital
assets inventory and verification that a
physical inventory was conducted for
both the agency’s owned vehicles and
long-term leased vehicles.

(10)

Independent auditor’s report: The
independent auditor’s report for
state agencies, district attorneys,
district courts, and the educational
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institutions created by New Mexico
Constitution Article XII, Sec. 11

shall include an emphasis of matter
paragraph referencing the summary
of significant accounting principles
disclosure regarding the reporting
agency. The emphasis of matter
paragraph shall indicate that the
financial statements are not intended
to present the financial position and
changes in financial position of the
primary government, the state of New
Mexico, but just the financial position
and the changes in financial position
of the department. The emphasis

of matter paragraph shall follow

the example provided in AAG SLV
16.103 ex. A-17.

(11) Budgetary
basis for state agencies: the state
budget is adopted on the modified
accrual basis of accounting except
for accounts payable accrued at the
end of the fiscal year that do not get
accrued by the statutory deadline per
Section 6-10-4 NMSA 1978. Those
accounts payable that do not get paid
timely or accrued by the statutory
deadline shall be paid out of the next
year’s budget. If an agency needs to
recognize additional accounts payable
amounts that were not accrued by the
statutory deadline, then the budgetary
statements and the fund financial
statements require a reconciliation
of expenditures, as discussed at
Subsection Q 0f 2.2.2.10 NMAC. All
transactions are recorded in the state’s
book of record, SHARE, under the
modified accrual basis of accounting
except for accounts payable not
meeting the statutory deadline;
therefore, the “actual” expenditures in
the budgetary comparison schedules
equal the expenditures as recorded in
SHARE for the fund. Encumbrances
related to single year appropriations
lapse at year end. Appropriation
periods are sometimes for periods in
excess of 12 months (multiple-year
appropriations). When multiple-
year appropriation periods lapse,
the authority for the related budgets
also lapse and encumbrances can no
longer be charged to those budgets.
The legal level of budgetary control
shall be disclosed in the notes
to the financial statements. Per

Subsection C of Section 9 of the
General Appropriation Act of 2017,
all agencies, including legislative
agencies, may request category
transfers among personal services
and employee benefits, contractual
services and other. Therefore, the
legal level of budgetary control is
the appropriation program level
(A-Code, P-Code, and Z-Code).
A-Codes pertain to capital outlay
appropriations (general obligation/
severance tax or state general
fund). P-Codes pertain to program/
operating funds. Z-Codes pertain to
special appropriations. The IPA shall
compare total expenditures for each
program to the program’s approved
final budget to evaluate compliance.

(12) Budgetary
comparisons of state agencies
shall show the original and final
appropriated budget (same as final
budget approved by DFA), the actual
amounts on the budgetary basis,
and a column with the variance
between the final budget and actual
amounts. If a state agency presents
budgetary comparisons by fund,
the appropriation program code(s)
(A-Code, P-Code, and Z-Code)
shall be reported on the budgetary
comparison schedule.

13)
Accounting for special capital outlay
appropriations financed by bond
proceeds.

(14) Amounts
“due from other state agencies” and
“due to other state agencies”: if a state
agency reports amounts “due from” or
“due to” other state agencies the notes
shall disclose the amount “due to” or
“due from” each agency, the name
of each agency, the SHARE fund
account numbers, and the purpose of
the account balance.

15)
Investments in the state general fund
investment pool (SGFIP): these
balances are presented as cash and
cash equivalents in the statements of
net position and the balance sheets
of the participant agencies, with
the exception of the component
appropriation funds (state general
fund). The notes to the financial
statements of the component

appropriation funds shall contain
GASBS 40 disclosures for the SGFIP.
This disclosure may refer the reader
to the separate audit report for STO
for additional information regarding
the SGFIP.

(16) Format
for the statement of activities: state
agencies that have more than one
program or function shall use the
financial statement format presented
in GASBS 34, Illustrations B-1
through B-4. The simplified
statement of activities (GASBS 34,
[lustration B-5) may not be used for
agencies that have multiple programs
or functions. GASBS 34.41 requires
governments to report direct expenses
for each function.

B. Pertaining to
audits of housing authorities:

@ Housing
authorities within the state of New
Mexico consist of regional housing
authorities, component units or
departments of local governments,
component units of housing
authorities, and housing authorities
created by intergovernmental
agreements between cities and
counties that are authorized to
exercise all powers under the
Municipal Housing Law, Section
3-45-1 et seq., NMSA 1978.

?2) The
financial statements of a housing
authority that is a department,
program or component unit of a
primary government shall be included
in the financial audit report of the
primary government. [PAs shall use
GASB guidelines as found in relevant
GASBS to determine the correct
presentation of the component unit.

A3) Audits of
PHAs s that are departments of a local
government shall be conducted by the
same IPA that performs the audit of
the local government. Separate audit
contracts shall not be approved.

(@)
Local governments are encouraged to
include representatives from PHAs
that are departments of the local
government in the IPA selection
process.

(b)
The IPA shall include the housing
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authority’s governing board and
management representatives in the
entrance and exit conferences with
the primary government. Ifitis
not possible to hold such combined
conferences, the IPA shall hold
separate entrance and exit conferences
with housing authority’s management
and a member of the governing
board. The OSA has the authority
to notify the agency or IPA that the
state auditor shall be informed of
the date of the entrance conference,
any progress meetings and the exit
conference. If such notification is
received, the IPA and agency shall
invite the state auditor to attend all
such conferences no later than 72
hours before the proposed conference.
4 The

following information relates
to housing authorities that are
component units of a local
government.

(a)
The housing authority shall account
for financial activity in proprietary
funds.

(b)
At the public housing authority’s
discretion, the agency may “be
audited separately from the audit of
its local primary government entity,
other than a housing department of
a local government or a regional
housing authority. If a separate
audit is made, the public housing
authority audit shall be included in
the local primary government entity
audit and need not be conducted
by the same auditor who audits the
financial affairs of the local primary
government entity” (Subsection E of
Section 12-6-3 NMSA 1978). Statute
further stipulates in Subsection A of
Section 12-6-4 NMSA 1978 that “a
public housing authority other than a
regional housing authority shall not
bear the cost of an audit conducted
solely at the request of its local
primary government entity.”

(©)
Audit reports of separate audits of
component unit housing authorities
shall be released by the state
auditor separately from the primary
government’s report under a separate
release letter to the housing authority.

Q) Public
housing authorities and their [PAs
shall follow the requirements
of Guidelines on Reporting and
Attestation Requirements of Uniform
Financial Reporting Standards
(UFRS), which is available on the
U.S. department of housing and urban
development’s website under a search
for UFRS. Additional administrative
issues related to audits of public
housing authorities follow.

(@)
Housing authority audit contracts
include the cost of the audit firm’s
AU-C 725 opinion on the FDS. The
preparation and submission cost
for this HUD requirement shall
be included in the audit contract.
The public housing authority shall
electronically submit a final approved
FDS based on the audited financial
statements no later than nine months
after the public housing authority’s
fiscal year end. The IPA shall:

(@
electronically report on the
comparison of the electronic FDS
submission in the REAC staging
database through the use of an
identification (ID) and password;

(i)
include an electronic version of the
FDS in the audit report;

(iii)
render an AU-C 725 opinion on the
FDS; and

(@iv)
explain in the notes any material
differences between the FDS and the
financial statements.

(b)
The IPA shall consider whether any
fee accountant used by the housing
authority is a service organization
and, if applicable, follow the
requirements of AU-C 402 regarding
service organizations.

()
The IPA shall provide the housing
authority with an itemized cost
breakdown by program area for audit
services rendered in conjunction with
the housing authority.

6) Single
audit reporting issue: If a single
audit is performed on the separate
audit report for the public housing

authority, including the housing
authority’s schedule of expenditures
of federal awards, the housing
authority federal funds do not need

to be subjected a second time to a
single audit during the single audit

of the primary government. In this
situation, the housing authority’s
federal expenditures do not need to be
included in the primary government’s
schedule of expenditures of federal
awards. See AAG GAS 6.15 for more
information.

C. Pertaining to
audits of school districts:
a) In the

event that a state-chartered charter
school subject to oversight by PED is
not subject to the requirement to use
the same auditor as PED, that charter
school is reminded that their audit
contract shall be submitted to PED
for approval. Charter schools shall
ensure that sufficient time is allowed
for PED review refer to Subsection F
0f2.2.2.8 NMAC for the due date for
submission of the audit contract to the
OSA.
?2) Regional

education cooperative (REC) audits:

(a)
A separate financial and compliance
audit is required on activities of
RECs. The IPA shall provide copies
of the REC report to the participating
school districts and PED once the
report has been released by the state
auditor.

(b)
Audits of RECs shall include tests
for compliance with Section 6.23.3
NMAC.

(©
Any ‘on-behalf” payments for fringe
benefits and salaries made by RECs
for employees of school districts
shall be accounted for in accordance
with GASB Cod. Sec. N50.135 and
communicated to the employer in
accordance with GASB Cod. Sec.
N50.131.

(d
The audit report of each REC shall
include a cash reconciliation schedule
which reconciles the cash balance as
of the end of the previous fiscal year
to the cash balance as of the end of
the current fiscal year. This schedule
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shall account for cash in the same
categories used by the REC in its
monthly cash reports to the PED. If
there are differences in cash per the
REC financial statements and cash
per the REC accounting records, the
IPA shall provide the adjusting entries
to the REC to reconcile cash per the
financial statements to cash per the
REC accounting records. If cash per
the REC accounting records differs
from the cash amount the REC reports
to PED in the monthly cash report,
the IPA shall issue a finding which
explains that the PED reports do not
reconcile to the REC accounting
records.

A3) School
district audits shall address the
following issues:

(@)
Audits of school districts shall include
tests for compliance with Section
6.20.2 NMAC and PED’s manual
of procedures for public schools
accounting and budgeting (PSAB),
with specific emphasis on supplement
7, cash controls.

(b)
The audit report of each school
district shall include a cash
reconciliation schedule which
reconciles the cash balance as of the
end of the previous fiscal year to
the cash balance as of the end of the
current fiscal year. This schedule is
also required for each charter school
chartered by a school district and
each charter school chartered by
PED. This schedule shall account
for cash in the same categories used
by the district in its monthly cash
reports to PED. Subsection D of
Section 6.20.2.13 NMAC states that
school districts shall use the “cash
basis of accounting for budgeting and
reporting”. The financial statements
are prepared on the accrual basis of
accounting. Subsection E of Section
6.20.2.13 NMAC states that “if there
are differences between the financial
statements, school district records and
department records, the IPA should
provide the adjusting entries to the
school district to reconcile the report
to the school district records.” If there
are differences between the school
district records and the PED report

amounts, other than those explained
by the adjusting entries, the IPA shall
issue a finding which explains that the
PED reports do not reconcile to the
school district records.

()

Any joint ventures or other Agencies
created by a school district are
agencies subject to the Audit Act.

(d)

Student activity funds: Risk should
be assessed and an appropriate sample
tested regarding controls over student
activity funds.

(e)
Relating to capital expenditures by the
New Mexico public school facilities
authority (PSFA), school districts
shall review capital expenditures
made by PSFA for repairs and
building construction projects of the
school district. School districts shall
also determine the amount of capital
expenditures that shall be added to the
capital assets of the school district and
account for those additions properly.
The IPA shall test the school district
capital asset additions for proper
inclusion of these expenditures.

®
Sub-funds of the general fund: school
district audit reports shall include
individual fund financial statements
for the following sub-funds of
the general fund: operational,
transportation, instructional materials
and teacherage (if applicable).

“4) Pertaining
to charter schools:

(a) A
charter school is a conversion school
or start-up school within a school
district authorized by the local school
board or PED to operate as a charter
school. A charter school is considered
a public school, accredited by the
state board of public education and
accountable to the school district’s
local school board, or PED, for
ensuring compliance with applicable
laws, rules and charter provisions. A
charter school is administered and
governed by a governing body in a
manner set forth in the charter.

(b)

Certain GASBS 14 criteria (as
amended by GASBS 39, 61, and 80)
shall be applied to determine whether

a charter school is a component unit
of the chartering entity (the district
or PED). The chartering agency
(primary government) shall make the
determination whether the charter
school is a component unit of the
primary government.
(©

No charter school that has been
determined to be a component unit
may be omitted from the financial
statements of the primary government
based on materiality. All charter
schools that are component units
shall be included in the basic
financial statements using one of the
presentation methods described in
GASBS 34.126, as amended.

D. Pertaining
to audits of counties: Tax roll
reconciliation county governments:
Audit reports for counties shall
include two SI schedules.

a) The first
one is a “tax roll reconciliation of
changes in the county treasurer’s
property taxes receivable” showing
the June 30 receivable balance and
a breakout of the receivable for the
most recent fiscal year ended, and a
total for the previous nine fiscal years.
Per Subsection C of Section 7-38-81
NMSA 1978, property taxes that have
been delinquent for more than 10
years, together with any penalties and
interest, are presumed to have been
paid.

?2) The second
schedule titled “county treasurer’s
property tax schedule” shall show
by property tax type and agency, the
amount of taxes: levied; collected
in the current year; collected to-
date; distributed in the current year;
distributed to-date; the amount
determined to be uncollectible in
the current year; the uncollectible
amount to-date; and the outstanding
receivable balance at the end of
the fiscal year. This information
is necessary for proper revenue
recognition on the part of the county
as well as on the part of the recipient
agencies, under GASBS 33. If'the
county does not have a system set
up to gather and report the necessary
information for the property tax
schedule, the IPA shall issue a finding.
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E. Pertaining to
audits of educational institutions:
@

Educational institutions are reminded
that audit contracts shall be submitted
to HED for approval. Refer to
Subsection F of 2.2.2.8 NMAC for the
due date for submission of the audit
contract to the OSA.

?2) Budgetary
comparisons: the legal level of
budgetary control per 5.3.4.10 NMAC
shall be disclosed in the notes to
the financial statements. The state
auditor requires that every educational
institution’s audit report include
budgetary comparisons as SI. The
budgetary comparisons shall be
audited and an auditor’s opinion shall
be rendered. An AU-C 725 opinion
does not meet this requirement. The
budgetary comparisons shall show
columns for: the original budget; the
revised budget; actual amounts on
the budgetary basis; and a variance
column. The IPA shall confirm the
final adjusted and approved budget
with HED. The IPA shall compare
the financial statement budget
comparison to the related September
15 budget submission to HED. The
only differences that should exist
between the HED budget submission
and the financial statement budgetary
comparisons are adjustments made
by the institution after September 15
and audit adjustments. If the HED
budget submission does not tie to
the financial statement budgetary
comparison, taking into account
only those differences, then the
IPA shall write a related finding. A
reconciliation of actual revenue and
expense amounts on the budgetary
basis to the GAAP basis financial
statements shall be disclosed at the
bottom of the budgetary comparisons
or in the notes to the financial
statements. The reconciliation is
required only at the “rolled up” level
of “unrestricted and restricted - all
operations” and shall include revenues
and expenses. HED approved the
following categories which shall be
used for the budgetary comparisons.

(@
Unrestricted and restricted — All
operations (schedule 1): beginning

fund balance/net position;
unrestricted and restricted revenues;
state general fund appropriations;
federal revenue sources; tuition
and fees; land and permanent fund;
endowments and private gifts;
other; total unrestricted & restricted
revenues; unrestricted and restricted
expenditures; instruction; academic
support; student services; institutional
support; operation and maintenance
of plant; student social & cultural
activities; research; public service;
internal services; student aid, grants
& stipends; auxiliary services;
intercollegiate athletics; independent
operations; capital outlay; renewal
& replacement; retirement of
indebtedness; total unrestricted &
restricted expenditures; net transfers;
change in fund balance/net position
(budgetary basis); ending fund
balance/net position.

(b)
Unrestricted instruction & general
(schedule 2): beginning fund balance/
net position; unrestricted revenues;
tuition; miscellaneous fees; federal
government appropriations; state
government appropriations; local
government appropriations; federal
government contracts/grants; state
government contracts/grants; local
government contracts/grants; private
contracts/grants; endowments; land
& permanent fund; private gifts; sales
and services; other; total unrestricted
revenues; unrestricted expenditures;
instruction; academic support;
student services; institutional support;
operation & maintenance of plant;
total unrestricted expenditures; net
transfers; change in fund balance/net
position (budgetary basis); ending
fund balance/net position.

()
Restricted instruction & general
(schedule 3): beginning fund balance/
net position; restricted revenues;
tuition; miscellaneous fees; federal
government appropriations; state
government appropriations; local
government appropriations; federal
government contracts/grants; state
government contracts/grants; local
government contracts/grants; private
contracts/grants; endowments; land
& permanent fund; private gifts; sales

and services; other; total restricted
revenues; restricted expenditures;
instruction; academic support;
student services; institutional support;
operation & maintenance of plant;
total restricted expenditures; net
transfers; change in fund balance/net
position (budgetary basis); ending
fund balance/net position.

3
Educational institutions shall present
their financial statements using the
business type activities model.

C))
Compensated absence liability is
reported as follows: the statement
of net position reflects the current
portion of compensated absences
under current liabilities and the long-
term portion of compensated absences
under noncurrent liabilities.

)
Component unit issues: educational
institutions shall comply with the
requirements of Subsection A of
2.2.2.10 NMAC. Additionally:

(@)
individual component unit budgetary
comparisons are required if the
component unit has a “legally adopted
budget.” A component unit has a
legally adopted budget if it receives
any federal funds, state funds, or
any other appropriated funds whose
expenditure authority derives from an
appropriation bill or ordinance that
was signed into law; and

(b)
there is no level of materiality for
reporting findings of component units
that do not receive public funds. All
component unit findings shall be
disclosed in the primary government’s
audit report.

(6
Management discussion and analysis
(MD&A): The MD&A of educational
institutions shall include analysis of
significant variations between original
and final budget amounts and between
final budget amount and actual budget
results. The analysis shall include
any currently known reasons for those
variations that are expected to have a
significant effect on future services or
liquidity.

)

Educational institutions established
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by Section 11 of Article XII of the
New Mexico state constitution shall
provide the department of finance
and administration’s financial control
division with a draft copy of their
financial statements excluding
opinions and findings, pursuant to
Subsection A 0f 2.2.2.12 NMAC.

F. Pertaining to
audits of investing agencies:
Investing agencies, which are defined
as STO, PERA, ERB, and the state
investment council, shall prepare
schedules of asset management
costs which include management fee
information by investment class.

a For all
asset classes except private asset
classes and alternative investment
classes, the schedules shall, at
minimum, include the following
information:

(@)
relating to consultants: the name of
the firm or individual, the location
of the consultant (in-state or out-
of-state), a brief description of
investments subject to the agreement,
and fees;

(b)
relating to third-party marketers
(as defined in Section 6-8-22
NMSA 1978): the name of the firm
or individual, the location of the
marketer (in-state or out-of-state),

a brief description of investments
subject to the agreement, and any
fees, commissions or retainers;

(©
relating to traditional asset classes:
name of the investment, asset
class, value of the investment, and
fees (including both “direct” and
“embedded” costs).

?2) For
private asset classes and alternative
investment classes, the schedules
shall, at minimum, include the
following information:

(@)
relating to consultants: the aggregate
fees by asset class and consultant
location (in-state or out-of-state), and
a brief description of investments
included in each asset class;

(b)
relating to third-party marketers (as
defined in Section 6-8-22 NMSA

1978): aggregate fees, commissions
and retainers by asset class and third-
party marketer location (in-state or
out-of-state), and a brief description
of investments included in each asset
class;

(©)
relating to alternative asset classes:
the total fees by asset class (including
both “direct” and “embedded”
costs), and a brief description of the
investments included in each asset
class.

A3 These
schedules shall be included as
unaudited other information in the
audit report.

G. Pertaining to
audits of local public bodies;
budgetary comparisons: Auditors
shall test local public body budgets
for compliance with required reserves
and disclose those reserves on the
face of the financial statements and
in notes financial statements (if
applicable).

[2.2.2.12 NMAC, Rp, 2.2.2.12
NMAC, 3/28/2023]

2.2.2.13 REVIEW OF
AUDIT REPORTS AND AUDIT
DOCUMENTATION:

A. Statutory
requirement to review audit
reports: Subsection B of Section
12-6-14 NMSA 1978 requires the
state auditor or personnel of the
office designated by the state auditor
to examine all reports of audits of
agencies made pursuant to contract.
All audits performed under contracts
approved by the state auditor are
subject to review. The OSA shall
review all reports submitted by
the IPA to determine if the reports
are presented in accordance with
the requirements of this rule and
applicable auditing, accounting and
financial reporting standards. The
OSA shall review all audit reports
submitted by the report due date
before reviewing reports that are
submitted after the report due date.
As discussed in Subsection B of
2.2.2.9 NMAC, audit reports reissued
by the agency and IPA, pursuant to
AU-C 560, are also subject to OSA
review procedures.

B. Comprehensive
reviews: Released audit reports are
subject to a comprehensive report
and audit documentation review by
the state auditor. The IPA’s audit
documentation shall be assembled
in one complete file or one complete
set of files in one location, whether
the documentation is hardcopy or
electronic. The documentation
shall be either all hardcopy or all
electronic. OSA reviews of audit
and AUP working papers include
inspection of firm documentation
related to compliance with
governmental auditing, accounting
and financial reporting standards,
rules and other requirements issued by
GASB, AICPA, GAO, and the OSA.

C. Consequences of
deficiencies: If during the course
of its review of an audit report or
the related audit documentation, the
OSA finds significant deficiencies
that warrant a determination
that the audit was not made in
accordance with the provisions of
the contract or applicable standards
and requirements, any or all of the
following action(s) may be taken;

(6)) the IPA
may be required by OSA to correct
the deficiencies in the report or audit
documentation, and reissue the audit
report to the agency and any others
receiving copies;

?2) the
IPA’s eligibility to perform future
engagements may be limited in
number or type of engagement
pursuant to Subsection D of 2.2.2.8
NMAGC,;

A3) for future
audit reports, for some or all audit
contracts, the IPA may be required to
submit working papers with the audit
reports for review by the OSA prior to
the release of the report; or

“) the IPA
may be referred to the New Mexico
public accountancy board for possible
licensure action.

D. Results of work
paper reviews: After the review
is completed, the OSA shall issue
a letter to advise the IPA about the
results of the review. The IPA shall
respond in writing to all review
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comments when directed. If the
firm disagrees with any comments,
the firm shall provide references to
professional standards supporting
the firm’s disagreement. Failure to
respond shall be noted during the firm
profile review process. Results of
work paper reviews are confidential
audit documentation.

[2.2.2.13 NMAC-Rp,22.2.13
NMAC, 3/28/2023]

2.2.2.14 CONTINUING
PROFESSIONAL EDUCATION
AND PEER REVIEW
REQUIREMENTS:

A. Continuing
professional education: IPAs
performing annual financial and
compliance audits, or other attest
engagements under GAGAS shall
ensure that all members of their staff
comply with the CPE requirements of
the most recent revision of GAGAS.

B. Peer review
requirements: IPAs performing
annual financial and compliance
audits, or other attest engagements
under GAGAS shall comply with
the requirements of the most recent
revision of GAGAS relating to quality
control and assurance and external
peer review.

1) Per
AICPA PRP Section 1000 standards
for performing and reporting on
peer reviews, a firm’s due date for
its initial peer review is 18 months
from the date the firm enrolled in
the peer review program or should
have enrolled, whichever is earlier. A
firm’s subsequent peer review is due
three years and six months from the
previous peer review year end.

?2) The IPA
firm profile submission to the state
auditor shall include copies of the
following peer review documentation:

(@
the peer review report for the
auditor’s firm;

(b)
if applicable, detailed descriptions
of the findings, conclusions and
recommendations related to
deficiencies or significant deficiencies
required by GAGAS 5.91;

()
if applicable, the auditor’s response
to deficiencies or significant
deficiencies;

(d)
the letter of acceptance from the peer
review program in which the firm is
enrolled; and

(e)
a list of the governmental audits
reviewed during the peer review.

A3) A peer
review rating of “failed” on the
auditor’s peer review shall disqualify
the IPA from performing New Mexico
governmental audits.

“) During
the procurement process IPAs shall
provide a copy of their most recent
external peer review report to the
agency with their bid proposal or
offer. Any subsequent peer review
reports received during the period of
the contract shall also be provided to
the agency.

Q) The peer
review shall meet the requirements of
GAGAS 5.60 to 5.95.

6) The peer
reviewer shall be familiar with this
rule. This is a requirement of the
state auditor that can be achieved
by attendance at audit rule training
provided by the OSA.

C. State auditor
quality control reviews: The state
auditor performs its own quality
control review of IPA audit reports
and working papers. An IPA that is
included on the state auditor’s list of
approved firms for the first time may
be subject to an OSA quality control
review of the IPA’s working papers.
This review shall be conducted as
soon as the documentation completion
date, as defined by AU-C Section
230, has passed (60 days after the
report release date). When the result
of the state auditor’s quality control
review differs significantly from the
external quality control report and
corresponding peer review rating,
the state auditor may no longer
accept external peer review reports
performed by that reviewer. In
making this determination, the state
auditor shall take into consideration
the fact that AICPA peer reviews

are performed on a risk-based or
key-element approach looking for
systemic problems, while the state
auditor reviews are engagement-
specific reviews.

[2.2.2.14 NMAC - Rp, 2.2.2.14
NMAC, 3/22/2022]

2.2.2.15 SPECIAL
AUDITS AND EXAMINATIONS:
A. Fraud, waste or

abuse in government reported by
agencies, IPAs or members of the
public:

1) Reports
of fraud, waste & abuse: Pursuant
to the authority set forth Section 12-
6-3 NMSA 1978, the state auditor
may conduct initial fact-finding
procedures in connection with reports
of financial fraud, waste and abuse in
government made by agencies, IPAs
or members of the public. Reports
may be made telephonically or in
writing through the fraud hotline
or website established by the state
auditor for the confidential reporting
of financial fraud, waste, and abuse in
government. Reports may be made
telephonically to the fraud hotline
by calling 1-866-OSA-FRAUD (1-
866-672-3728) or reported in writing
through the state auditor’s website at
www.saonm.org. Reports received or
created by the state auditor are audit
information and audit documentation
in connection with the state auditor’s
statutory duty to examine and audit
the financial affairs of every agency,
or in connection with the state
auditor’s statutory discretion to audit
the financial affairs and transactions
of an agency in whole or in part.

2
Confidentiality of sources: The
identity of a person making a report
and associated allegations made
directly to the state auditor orally
or in writing, or telephonically or in
writing through the state auditor’s
fraud hotline or website, or through
any other means, alleging financial
fraud, waste, or abuse in government
is confidential audit information
and may not be disclosed, except as
required by Section 12-6-6 NMSA
1978.
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3)
Confidentiality of files: A report
alleging financial fraud, waste, or
abuse in government that is made
directly to the state auditor orally
or in writing, or telephonically or in
writing through the state auditor’s
fraud hotline or website, any resulting
special audit, performance audit,
attestation engagement or forensic
accounting or other non-attest
engagement, and all records and
files related thereto are confidential
audit documentation and may not be
disclosed by the OSA or the agency,
except to an independent auditor,
performance audit team or forensic
accounting team in connection with
a special audit, performance audit,
attestation engagement, forensic
accounting engagement, non-attest
engagement, or other existing or
potential engagement regarding the
financial affairs or transactions of an
agency. Any information related to a
report alleging financial fraud, waste,
or abuse in government provided to
an independent auditor, performance
audit team or forensic accounting
team, is considered to be confidential
audit or engagement documentation
and is subject to confidentiality
requirements, including but not
limited to requirements under
Subsections E and M of 2.2.2.10
NMAC, the Public Accountancy Act,
and the AICPA Code of Professional
Conduct.

4@ The OSA
may make inquiries of agencies
as part of the fact-finding process
performed by the OSA’s special
investigations division. Agencies shall
respond to the OSA inquiries within
15 calendar days of receipt or as soon
as practicable under the circumstances
with written notice to the OSA stating
the basis for any delay. IPAs shall test
compliance with this requirement and
report noncompliance as a finding in
the annual financial and compliance

audit report.
B. Special audit or
examination process:

@
Designation: Pursuant to Section
12-6-3 NMSA 1978, in addition to
the annual audit, the state auditor

may cause the financial affairs
and transactions of an agency to
be audited in whole or in part.
Accordingly, the state auditor may
designate an agency for special
audit, attestation engagement,
performance audit, forensic
accounting engagement, or non-
attest engagement regarding the
financial affairs and transactions
of an agency or local public body
based on information or a report
received from an agency, IPA or
member of the public. For purposes
of this rule “special audit, attestation
engagement, performance audit,
forensic accounting engagement, or
non-attest engagement” includes,
without limitation, AUP, consulting,
and contract close-out (results-based
award) engagements that address
financial fraud, waste, or abuse in
government. It also includes non-
attest engagements performed under
the forensic services standards issued
by the AICPA and engagements
performed following the Code of
Professional Standards issued by
the Association of Certified Fraud
Examiners (ACFE). The state
auditor shall inform the agency of the
designation by sending the agency a
notification letter. The state auditor
may specify the subject matter, the
scope and any procedures required,
the AICPA or other professional
standards that apply, and for a
performance audit, performance
aspects to be included and the
potential findings and reporting
elements that the auditors expect to
develop. Pursuant to Section 200.503
of Uniform Guidance, if a single
audit was previously performed, the
special audit, attestation engagement,
performance audit or forensic
accounting engagement shall be
planned and performed in such a way
as to build upon work performed,
including the audit documentation,
sampling, and testing already
performed by other auditors. The
attestation and performance audit
engagements may be conducted
pursuant to government auditing
standards if so specified by the OSA.
?2) Costs:
All reasonable costs of special

audits, attestation engagements,
forensic accounting engagements,
non-attest engagements, or single-
entity performance audits conducted
pursuant to this Section shall be borne
by the agency audited pursuant to
Section 12-6-4 NMSA 1978. The
state auditor, in its sole discretion,
may apportion among the Agencies
audited some or all of the reasonable
costs of a multi-entity performance
audit.

A3) Who
performs the engagement: The state
auditor may perform the special
audit, attestation engagement,
performance audit, forensic
accounting engagement, or non-
attest engagement alone or with
other professionals selected by the
state auditor. Alternatively, the state
auditor may require the engagement
to be performed by an IPA or a
team that may be comprised of
any of the following: independent
public accountants; individuals with
masters degrees or doctorates in a
relevant field such as business, public
administration, public policy, finance,
or economics; individuals with their
juris doctorate; CFE-certified fraud
examiners; CFF-certified forensic
auditors; CIA-certified internal
auditors; or other specialists. If the
state auditor designates an agency for
an engagement to be conducted by an
IPA or professional team, the agency
shall:

(@)
upon receipt of notification to proceed
from the state auditor, identify all
elements or services to be solicited,
obtain the state auditor’s written
approval of the proposed scope of
work, and request quotations or
proposals for each applicable element
of the engagement;

(b)
follow all applicable procurement
requirements which may include, but
are not limited to, Uniform Guidance,
Procurement Code (Sections 13-1-28
through 13-1-199 NMSA 1978), or
equivalent home rule procurement
provisions when selecting an IPA or
team to perform the engagement;

(c)

submit the following information
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to the state auditor by the due date
specified by the state auditor:
®

a completed template for special
audits, attestation engagements,
performance audits or forensic
accounting engagements, provided at
www.osanm.org, which the agency
shall print on agency letterhead; and

(i)
a completed contract form including
the contract fee, start and completion
date, and the specific scope of
services to be performed in the format
prescribed by the OSA, provided at
www.osanm.org, with all required
signatures on the contract.

(@

If the agency fails to select an IPA
and submit the signed contract to
OSA by the due date specified by the
state auditor, or, if none within 60
days of notification of designation
from the state auditor, the state
auditor may conduct the engagement
or select the IPA for that agency in
accordance with the process described
at Subsection F of 2.2.2.8 NMAC.

“4) Errors:
Contracts that are submitted to the
OSA with errors or omissions shall
be rejected by the state auditor. The
state auditor shall return the rejected
contract to the agency indicating the
reason(s) for the rejection.

)
Recommendation rejections: In the
event the agency’s recommendation
is not approved by the state auditor,
the state auditor shall promptly
communicate the decision, including
the reason(s) for rejection, to the
agency, at which time the agency
shall promptly submit a different
recommendation. This process
shall continue until the state auditor
approves a recommendation and
related contract. During this process,
whenever a recommendation and
related contract are not approved, the
agency may submit a written request
to the state auditor for reconsideration
of the disapproval. The agency
shall submit its request no later than
15 calendar days from the date of
the disapproval and shall include
documentation in support of its
recommendation. If warranted, after

review of the request, the state auditor
may hold an informal meeting to
discuss the request. The state auditor
shall set the meeting in a timely
manner with consideration given to
the agency’s circumstances.

6) Contract
amendments: Any proposed contract
amendments shall be processed in
accordance with Subsection N of
2.2.2.8 NMAC.

@) Access
to records and documents: For
any special audit, attestation
engagement, performance audit or
forensic accounting engagement,
or non-attest engagement, the
state auditor and any engaged
professionals shall have available
to them all documents necessary to
conduct the special audit, attestation
engagement, performance audit,
forensic accounting engagement, or
non-attest engagement. Furthermore,
pursuant to Section 12-6-11 NMSA
1978, when necessary for a special
audit, attestation engagement,
performance audit, forensic
accounting engagement, or non-attest
engagement the state auditor may
apply to the district court of Santa Fe
County for issuance of a subpoena to
compel the attendance of witnesses
and the production of books and
records.

®) Entrance,
progress and exit conferences: The
IPA or other professional shall hold
an entrance conference and an exit
conference with the agency, unless
the IPA or other professional has
submitted a written request to the state
auditor for an exemption from this
requirement and has obtained written
approval of the exemption. The OSA
has the authority to notify the agency
or IPA or other professional that the
state auditor shall be informed of
the date of the entrance conference,
any progress meetings and the exit
conference. If such notification is
received, the IPA or other professional
and the agency shall invite the state
auditor or the auditor’s designee to
attend all such conferences no later
than 72 hours before the proposed
conference or meeting. The state
auditor may also require the IPA or

other professional to submit its audit
plan to the state auditor for review
and approval. The date of the exit
conference(s) and the names and titles
of personnel attending shall be stated
on the last page of the special audit
report.

(&) Required
reporting: All reports for special
audits, attestation engagements,
performance audits, forensic
accounting engagements, or non-
attest engagements related to
financial fraud, waste or abuse in
government undertaken pursuant
to 2.2.2.15 NMAC (regardless of
whether they are conducted pursuant
to AICPA standards for consulting
services, forensic services or for
attestation engagements, non-attest
engagements, or other professional
standards) shall report as findings any
fraud, illegal acts, non-compliance
or internal control deficiencies,
pursuant to Section 12-6-5 NMSA
1978. Each finding shall comply
with the requirements of Subsection
L 0f2.2.2.10 NMAC for audit and
attest engagements or Subsection
D 0of 2.2.2.15 NMAC for non-attest
engagements.

10) Report
review: As required by Section 12-
6-14 NMSA 1978, the state auditor
shall review reports of any special
audit, attestation engagement,
performance audit, forensic
accounting engagement, or non-
attest engagement made pursuant to
this section for compliance with the
professional services contract and
this rule. Upon completion of the
report, the IPA or other professional
shall deliver the electronic report to
the state auditor with a copy of any
signed management representation
letter, if applicable. Unfinished or
excessively deficient reports shall
be rejected by the state auditor. If
the report is rejected the firm shall
submit an electronic version of the
corrected rejected report for state
auditor review. The name of the
electronic file shall be “corrected
rejected report” followed by the
agency name and fiscal year. The IPA
or other professional shall respond to
all review comments as directed by
the state auditor.
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a1 Report
release: After OSA’s review of
the report for compliance with the
professional services contract and this
rule, the state auditor shall authorize
the IPA to print and submit the final
report. An electronic version of the
report, in the PDF format described at
Subsection B 0f 2.2.2.9 NMAC, shall
be delivered to the state auditor within
five business days. The state auditor
shall not release the report until all
the required documents are received
by the state auditor. The state auditor
shall provide the agency with a letter
authorizing the release of the report
pursuant to Section 12-6-5 NMSA
1978. Agency and local public
body personnel shall not release
information to the public relating
to the special audit, attestation
engagement, performance audit,
forensic accounting engagement,
or non-attest engagement until the
report is released and has become
a public record pursuant to Section
12-6-5 NMSA 1978. Except for
the exception under Subsection
B of2.2.2.15 NMAC, at all times
during the engagement and after
the engagement report becomes
a public record, the IPA or other
professional(s) shall not disclose to
the public confidential information
about the auditee or about the
engagement. Confidential information
is information that is not generally
known to the public through
common means of providing public
information like the news media and
internet.

12) Disclosure
by professionals: The IPA or other
professional shall not disclose
information identified as confidential
information provided to them by
the state auditor unless otherwise
specified by the state auditor.
Disclosure of confidential information
by the IPA or other professional may
result in legal action by the state
auditor, or in the case of an IPA,
restriction pursuant to Subsection D
0f2.2.2.8 NMAC.

13) Payment:
Progress payments up to (but not
including) ninety-five percent of the
contract amount do not require state

auditor approval and may be made
by the agency if the agency monitors
the progress of the services procured.
If requested by the state auditor, the
agency shall provide a copy of the
approved progress billing(s). Final
payments over ninety-five percent
may be made by the agency pursuant
to either of the following:
(@)
stated in the letter accompanying the
release of the report to the agency, or
(b) in
the case of ongoing law enforcement
investigations, stated in a letter prior
to the release of the report to the
agency.
C. Agency-initiated
special audits or examinations:
0))
Applicability: With the exception of
agencies that are authorized by statute
to conduct performance audits and
forensic accounting engagements, this
section applies to all special audits
and examinations in which an agency
enters into a professional services
contract for a special audit, attestation
engagement, performance audit,
forensic accounting engagement, or
non-attest engagement relating to
financial fraud, waste or abuse, but
the agency has not been designated by
the state auditor for the engagement
pursuant to Subsection B of 2.2.2.15
NMAC. For purposes of this rule,
“special audit, attestation engagement,
performance audit, forensic
accounting engagement, or non-
attest engagement” includes, without
limitation, AUP, consulting, forensic
services and contract close-out
(results-based award) engagements
that address financial fraud, waste or
abuse in government.
@
Contracting: An agency, IPA or
other professional shall not enter
into a professional services contract
for a special audit, attestation
engagement, performance audit,
forensic accounting engagement, or
non-attest engagement regarding the
financial affairs and transactions of
an agency and relating to financial
fraud, waste or abuse in government
without the prior written approval
of the state auditor. The proposed

professional services contract shall
be submitted to the state auditor
for review and approval after it has
been signed by the agency and the
IPA or other professional, unless the
agency or IPA or other professional
applies to the state auditor for an
exemption and the state auditor grants
the exemption. When contracting
with an IPA or other professional,
the agency shall contract only with
an IPA or other professional that has
been approved by the state auditor to
conduct such work. The state auditor
may, in its sole discretion, require a
non-IPA professional to submit proof
of qualifications, a firm profile or
equivalent documentation prior to
approving the contract. The contract
shall include the contract fee, start
and completion date, and the specific
scope of services to be performed, and
shall follow any template that the state
auditor may provide. See Subsection
F 0f2.2.2.10 NMAC for applicable
restrictions on the engagement letter.

(®))
Applicability of other rules: The
provisions outlined in Subsection B
0f2.2.2.15 NMAC apply to agency-
initiated special audits, attestation
engagements, performance audits and
forensic accounting engagements.

D. Finding

requirements for special audits
or examinations: Communicating
findings: All finding reference
numbers shall follow a consistent
format. Findings required by Section
12-6-5 NMSA 1978 shall be presented
in a separate schedule of findings and
placed at the end of the report.

(€)) Section
12-6-5 NMSA 1978 requires that for
every special audit and examination
made “each report set out in detail,
in a separate section, any violation
of law or good accounting practices
found by the audit or examination.”

2) Each
finding shall specifically state and
describe the following:

(@)
condition (provides a description of
a situation that exists and includes
the extent of the condition and an
accurate perspective, the number of
instances found, the dollar amounts
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involved, if specific amounts were
identified);

(b)
criteria (identifies the required or
desired state or what is expected from
the program or operation; cites the
specific section of law, regulation,
ordinance, contract, or grant
agreement if applicable);

(©
effect (the logical link to establish
the impact or potential impact of the
difference between the situation that
exists (condition) and the required or
desired state (criteria); demonstrates
the need for corrective action in
response to identified problems or
relevant risks);

(d)
cause (identifies the reason or
explanation for the condition or the
factors responsible for the difference
between what the auditors found
and what is required or expected;
the cause serves as a basis for the
recommendation);

(e)
recommendation addressing each
condition and cause; and

®
agency response (the agency’s
response shall include specific
planned corrective actions with a
timeline and designation of what
employee position(s) are responsible
for meeting the deadlines in the
timeline).

[2.2.2.15 NMAC - Rp, 2.2.2.15
NMAC, 3/28/2023]

2.2.2.16 ANNUAL
FINANCIAL PROCEDURES
REQUIRED FOR LOCAL
PUBLIC BODIES WITH ANNUAL
REVENUES LESS THAN

FIVE HUNDRED THOUSAND
DOLLARS ($500,000) (TIERED
SYSTEM):

A. Annual revenue
and state funded capital outlay
expenditures determine type of
financial reporting: All local
public bodies shall comply with the
requirements of Section 6-6-3 NMSA
1978. Pursuant to Section 12-6-3
NMSA 1978, the annual revenue of a
local public body determines the type
of financial reporting a local public

body shall submit to the OSA. Local
public bodies are mutual domestic
water consumers associations, land
grants, incorporated municipalities,
and special districts.

1) The annual
revenue of a local public body shall
be calculated on a cash basis as
follows:

(@)
Revenue shall exclude capital outlay
funds. OSA defines capital outlay
funds as funds expended pursuant to
the Property Control Act definition of
a capital outlay project. Per Section
15-3B-2 NMSA 1978 “Capital outlay
project” means the acquisition,
improvement, alteration or
reconstruction of assets of a long-term
character that are intended to continue
to be held or used, including land,
buildings, machinery, furniture and
equipment. A “capital outlay project”
includes all proposed expenditures
related to the entire undertaking.

(b)
Revenue shall exclude federal or
private grants. For the purpose of
2.2.2.16 NMAC “private grant”
means funding provided by a non-
governmental entity.

?2) For the
purposes of 2.2.2.16 NMAC “state
funded capital outlay expenditures”
are expenditures made pursuant to any
funding provided by the New Mexico
legislature for a capital outlay project
as defined in the Property Control
Act, Section 15-3B-2 NMSA 1978,
either received directly by the local
public body or disbursed through an
administering agency.

B. Determination of
revenue and services: Annually,
following the procedures described in
Subsection F 0f 2.2.2.8 NMAC, the
state auditor shall provide local public
bodies written authorization to obtain
services to conduct a financial audit
or other procedures. Upon receipt of
the authorization, a local public body
shall determine its annual revenue
in accordance with Subsection A
0f2.2.2.16 NMAC. The following
requirements for financial reporting
apply to the following annual revenue
amounts (tiers):

) ifa
local public body’s annual revenue
is less than ten thousand dollars
($10,000) and the local public body
did not directly expend at least fifty
percent of, or the remainder of, a
single capital outlay award, then the
local public body is exempt from
submitting a financial report to the
state auditor, except as otherwise
provided in Subsection C of 2.2.2.16
NMAC (tier one);

?2) if a local
public body’s annual revenue is ten
thousand dollars ($10,000) or more
but less than fifty thousand dollars
($50,000), then the local public body
is exempt from submitting a financial
report to the state auditor, except as
otherwise provided in Subsection C of
2.2.2.16 NMAC (tier two);

3) if a local
public body’s annual revenue is less
than fifty thousand dollars ($50,000),
and the local public body expended
at least fifty percent of, or more of,

a single capital outlay award during
the fiscal year, then the local public
body shall procure the services of an
IPA for the performance of a tier three
AUP engagement in accordance with
the audit contract for a tier three AUP
engagement;

) if a local
public body’s annual revenue is
greater than fifty thousand dollars
($50,000) but less than two hundred-
fifty thousand dollars ($250,000), then
the local public body shall procure the
services of an IPA for the performance
of a tier four AUP engagement in
accordance with the audit contract for
a tier four AUP engagement;

Q) if a local
public body’s annual revenue is
greater than fifty thousand dollars
($50,000) but less than two hundred-
fifty thousand dollars ($250,000),
and the local public body expended
any capital outlay funds during the
fiscal year, then the local public body
shall procure the services of an IPA
for the performance of a tier five
AUP engagement in accordance with
the audit contract for a tier five AUP
engagement;
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6) if a local
public body’s annual revenue is
two hundred-fifty thousand dollars
($250,000) or greater, but less
than five hundred thousand dollars
($500,000), the local public body
shall procure services of an IPA for
the performance of a tier six AUP
engagement in accordance with the
audit contract for a tier six AUP
engagement; the report shall include
at a minimum, a compilation of
financial statements and a financial
report consistent with the agreed-upon
procedures;

) ifa
local public body’s annual revenue
is five hundred thousand dollars
($500,000) or more, this section shall
not apply and the local public body
shall procure services of an IPA for
the performance of a financial and
compliance audit in accordance with
other provisions of this rule;

®)
notwithstanding the annual revenue of
a local public body, if the local public
body expended seven hundred-fifty
thousand dollars ($750,000) or more
of federal funds subject to a federal
single audit during the fiscal year then
the local public body shall procure a
single audit.

C. Exemption from
financial reporting: A local public
body that is exempt from financial
reporting to the state auditor pursuant
to Subsection B 0of 2.2.2.16 NMAC
shall submit written certification
to LGD and the state auditor. The
certification shall be provided on
the form made by the state auditor,
available through OSA-Connect. The
local public body shall certify, at a
minimum:

(§)) the local
public body’s annual revenue for the
fiscal year; and

?2) that the
local public body did not expend fifty
percent of or the remainder of a single
capital outlay award during the fiscal
year.

3) The OSA
will not accept the certification of
exemption from financial reporting
for the current year until the prior
year certifications or AUP reports

(whichever is appropriate) have been
submitted.

D. Procurement
of IPA services: A local public
body required to obtain an AUP
engagement shall procure the
services of an IPA in accordance with
Subsection F of 2.2.2.8 NMAC.

E. Access to Records
and Documents: For any AUP the
agency should produce all documents
necessary to conduct the engagement.

F. Requirements of
the IPA selected to perform the
AUP:

1) The IPA

shall provide the local public body
with a dated engagement letter
during the planning stages of the
engagement, describing the services
to be provided. See Subsection F
0f2.2.2.10 NMAC for applicable
restrictions on the engagement letter.

?2) The IPA
may not subcontract any portion of
the services to be performed under
the contract with the local public
body except for the activation of a
contingency subcontractor form in the
event the IPA is unable to complete
the engagement.

3) The IPA
shall hold an entrance conference
and an exit conference with the local
public body. The entrance and exit
conference shall occur in the forum
agreed to by the local public body
and the IPA, to include virtual or
telephonic options. The OSA reserves
the right to require an in-person
entrance or exit conference. The OSA
has the authority to notify the agency
or [PA that the state auditor shall be
informed of the date of the entrance
conference, any progress meetings
and the exit conference. If such
notification is received, the IPA and
agency shall invite the state auditor
to attend all such conferences no later
than 72 hours before the proposed
conference or meeting.

“@ The IPA
shall submit the report to the OSA
for review in accordance with the
procedures described at Subsection B
0f 2.2.2.9 NMAC. Before submitting
the report to OSA for review, the IPA
shall review the report using the AUP

report review guide available on the
OSA’s website at www.saonm.org.
The report shall be submitted to the
OSA for review with the completed
AUP report review guide. Once the
AUP report is officially released to
the agency by the state auditor (by a
release letter) and the required waiting
period of five calendar days has
passed, unless waived by the agency
in writing, the AUP report shall be
presented by the IPA, to a quorum of
the governing authority of the agency
at a meeting held in accordance with
the Open Meetings Act, if applicable.
This requirement only applies to
agencies with a governing authority,
such as a board of directors, board
of county commissioners, or city
council, which is subject to the Open
Meetings Act. The IPA shall ensure
that the required communications
to those charged with governance
are made in accordance with AU-C
260.12 to 260.14.

G. Progress
payments:

1) Progress
payments up to ninety-five percent
of the contract amount do not require
state auditor approval and may be
made by the local public body if
the local public body ensures that
progress payments made do not
exceed the percentage of work
completed by the IPA. If requested by
the state auditor, the local public body
shall provide the OSA a copy of the
approved progress billing(s).

2) Final
payments from ninety-five percent
to one hundred percent may be made
by the local public body pursuant to
either of the following:

(@)
stated in the letter accompanying the
release of the report to the agency, or
(b) in
the case of ongoing law enforcement
investigations, stated in a letter
prior to the release of the report to
the agency. In this situation a letter
releasing the report to the agency will
be issued when it is appropriate to
release the report.
H. Report due
dates, notification letters and
confidentiality:
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) For local
public bodies with a June 30 fiscal
year-end that qualify for the tiered
system, the report or certification
due date is December 15. Local
public bodies with a fiscal year end
other than June 30 shall submit the
AUP report or certification no later
than five months after the fiscal
year-end. Late AUP reports (not
the current reporting period) are due
not more than six months after the
date the contract was executed. An
electronic copy of the report shall be
submitted to the OSA. AUP reports
submitted via fax or email shall not be
accepted. A copy of the signed dated
management representation letter
shall be submitted with the report.

If a due date falls on a weekend or
holiday, or if the OSA is closed due to
inclement weather, the report is due
the following business day by 5:00
p.m. If the report is mailed to the
state auditor, it shall be postmarked
no later than the due date to be
considered filed by the due date. If
the due date falls on a weekend or
holiday the audit report shall be
postmarked by the following business
day.

?2) As soon
as the IPA becomes aware that
circumstances exist that will make
the local public body’s AUP report
be submitted after the applicable due
date, the auditor shall notify the state
auditor of the situation in writing.
This notification shall consist of
a letter, not an email. However, a
scanned version of the official letter
sent via email is acceptable. The
late AUP notification letter is subject
to the confidentiality requirements
detailed at Subsection M 0f 2.2.2.10
NMAC. This does not prevent the
state auditor from notifying the
legislative finance committee or
applicable oversight agency pursuant
to Subsections F and G of Section
12-6-3 NMSA 1978. There shall be a
separate notification for each late AUP
report. The notification shall include
a specific explanation regarding why
the report will be late, when the IPA
expects to submit the report and a
concurring signature by the local
public body. If the IPA will not meet

the expected report submission date,
then the IPA shall send a revised
notification letter. In the event the
contract was signed after the report
due date, the notification letter

shall still be submitted to the OSA
explaining the reason the AUP report
will be submitted after the report

due date. The late report notification
letter is not required if the report was
submitted to the OSA for review by
the deadline, and then rejected by the
OSA, making the report late when
resubmitted.

3 Local
public body personnel shall not
release information to the public
relating to the AUP engagement
until the report is released and has
become a public record pursuant
to Section 12-6-5 NMSA 1978. At
all times during the engagement
and after the AUP report becomes a
public record, the IPA shall follow
applicable professional standards and
2.2.2 NMAC regarding the release of
any information relating to the AUP
engagement.

L Findings: All
AUP engagements shall report as
findings any fraud, illegal acts,
non-compliance or internal control
deficiencies, consistent with Section
12-6-5 NMSA 1978. The findings
shall include the required content
listed at Subparagraph (d) of
Paragraph (1) of Subsection L of
2.2.2.10 NMAC.

J. Review of AUP
reports and related workpapers:
AUP shall be reviewed by the OSA
for compliance with professional
standards and the professional
services contract. Noncompliant
reports shall be rejected and not
considered received. Such reports
shall be returned to the firm and a
copy of the rejection letter shall be
sent to the local public body. If the
OSA rejects and returns an AUP
report to the IPA, the report shall
be corrected and resubmitted to the
OSA by the due date, or the IPA shall
include a finding for non-compliance
with the due date. The IPA shall
submit an electronic version of the
corrected rejected report for OSA
review. The name of the electronic

file shall be “corrected rejected
report” followed by the agency name
and fiscal year. The OSA encourages
early submission of reports to

avoid findings for late reports.

After its review of the AUP report

for compliance with professional
standards and the professional
services contract, the OSA shall
authorize the IPA to print and submit
the final report. An electronic version
of the AUP report, in PDF format, as
described at Subsection B 0f 2.2.2.9
NMAUC, shall all be delivered to

the OSA within five business days.
The OSA shall not release the AUP
report until the electronic version of
the report is received by the OSA.
The OSA shall provide the local
public body with a letter authorizing
the release of the report after the
required five day waiting period.
Released reports may be selected

by the OSA for comprehensive

report and workpaper reviews. After
such a comprehensive report and
workpaper review is completed, the
OSA shall issue a letter to advise the
IPA about the results of the review.
The IPA shall respond to all review
comments as directed. If during the
course of its review, the OSA finds
significant deficiencies that warrant

a determination that the engagement
was not performed in accordance with
provisions of the contract, applicable
AICPA standards, or the requirements
of this rule, any or all of the following
action(s) may be taken:

1) the IPA
may be required to correct the
deficiencies in the report or audit
documentation, and reissue the AUP
report to the agency and any others
receiving copies;

2) the
IPA’s eligibility to perform future
engagements may be limited in
number or type of engagement
pursuant to Subsection D of 2.2.2.8
NMAC;

A3) for future
reports, for some or all contracts,
the IPA may be required to submit
working papers with the reports for
review by the OSA prior to the release
of the report; or
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“) the IPA
may be referred to the New Mexico
public accountancy board for possible
licensure action.

K. IPA independence:
IPAs shall maintain independence
with respect to their client agencies
in accordance with the requirements
of the current government auditing
standards.
[2.2.2.16 NMAC - Rp 2.2.2.16
NMAC, 3/28/2023]

HISTORY of 2.2.2 NMAC:
Pre-NMAC Regulatory Filing
History: The material in this part
was derived from that previously
filed with the State Records Center
and Archives under SA Rule No.
71-1, Regulations of State Auditor
Relating to Audit Contracts with
Independent Auditors by State
Agencies, filed 5/14/1971; SA Rule
No. 71-2, Regulations of State
Auditor for Audits by Independent
Auditors, filed 5/27/1971; SA Rule
No. 72-1, Regulations of State
Auditor Relating to Audit Contracts
With Independent Auditors by
Agencies of the State of New Mexico,
filed 6/1/1972; SA Rule No. 72-2,
Regulations of State Auditor for
Audits by Independent Auditors,
filed 6/1/1972; SA Rule No. 74-1,
Regulations of State Auditor Relating
to Reporting Statutory Violations,
filed 2/28/1974; SA Rule No. 74-

2, Rotation of Assignments, filed
2/28/1974; SA No. 78-1, Regulations
Governing the Auditing of New
Mexico Governmental Agencies,
filed 11/3/1978; Amendment No.

1 to SA Rule 78-1, Regulations
Governing the Auditing of New
Mexico Governmental Agencies,
filed 5/28/1980; SA Rule No. 82-1,
Regulation Governing the Auditing of
New Mexico Governmental Agencies,
filed 12/17/1982; SA Rule No. 84-1,
Regulations Governing the Auditing
of Agencies of the State of New
Mexico, filed 4/10/1984; SA Rule
No. 85-1, Regulations Governing the
Auditing of Agencies of the State

of New Mexico, filed 1/28/1985;

SA Rule No. 85-3, Regulation for
State Agencies Concerning NCGA
Statement No. 4 - Accounting and

Financial Reporting Principles

for Claims and Judgements and
Compensated Absences, filed
4/16/1980; SA Rule No. 85-4,
Regulations Governing the Auditing
of Housing Authorities of the State

of New Mexico, filed 6/12/1985; SA
Rule No. 85-5, Regulations Pertaining
to Single Audits of State Agencies and
Local Public Bodies, filed 6/17/1985;
SA Rule No. 85-6, Audits of Grants
to Subrecipients, filed 6/17/1985; SA
Rule 86-1, Regulations Governing

the Audits of Agencies of the State

of New Mexico, filed 1/20/1986; SA
Rule No. 86-2, Regulation Governing
Violations of Criminal Statutes in
Connection with Financial Affairs,
filed 3/20/1986; SA Rule No. 86-3,
Professional Services Contracts, filed
7/9/1986; SA Rule 87-1, Regulations
Governing the Audits of Agencies

of the State of New Mexico, filed
2/13/1987; SA Rule 87-2, Approval
of Audit Contracts, filed 4/2/1987; SA
Rule 87-3, Audit Requirements for
Deferred Compensation, Retirement
Plans, Budget and Public Money

for the State of New Mexico, filed
8/14/1987; SA Rule 88-1, Regulations
Governing the Audits of Agencies

of the State of New Mexico, filed
2/10/1988; SA Rule 89-1, Regulations
Governing the Audits of Agencies

of the State of New Mexico, filed
3/10/1989; SA Rule 90-1, Regulations
Governing the Audits of Agencies

of the State of New Mexico, filed
3/1/1990; SA Rule 90-3, Auditor’s
Responsibilities Related to Fees
Collected on Convictions Relating to
Intoxicating Liquor and Controlled
Substances, filed 5/7/1990; SA Rule
91-1, Regulations Governing the
Audits of Agencies of the State of
New Mexico, filed 3/13/1991; SA
Rule 92-1, Regulations Governing

the Audits of Agencies of the State

of New Mexico, filed 3/6/1992; SA
Rule 93-1, Regulations Governing

the Audits of Agencies of the State

of New Mexico, filed 2/25/1993; SA
Rule 94-1, Regulations Governing

the Audits of Agencies of the State

of New Mexico, filed 2/25/1994;
Amendment 1 to SA Rule 94-1,
Regulations Governing the Audits of
Agencies of the State of New Mexico,

filed 5/16/1994; SA Rule 95-1,
Regulations Governing the Audits of
Agencies of the State of New Mexico,
filed 3/16/1995; and 2 NMAC 2.2,
Requirements for Contracting and
Conducting Audits of Agencies, filed
4/2/1996.

History of Repealed Material:

2 NMAC 2.2, Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 3/30/2001.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 3/29/2002.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 4/30/2003.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 3/31/2004.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 5/13/2005.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 3/16/2006.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 4/16/2007.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 4/15/2008.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 2/27/2009.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 2/12/2010.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 2/28/2011.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 2/15/2012.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 2/28/2013.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 2/28/2014.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 3/16/2015.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 3/15/2016.

2.2.2 NMAC Requirements for
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Contracting and Conducting Audits of
Agencies - Repealed, 3/14/2017.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 2/27/2018.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 3/10/2020.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 3/23/2021.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 3/22/2022.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies - Repealed, 3/28/2023.

Other History:

2 NMAC 2.2, Requirements for
Contracting and Conducting Audits of
Agencies, filed 3/13/1997, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 3/20/2001.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 3/15/2001, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 3/29/2002.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 3/19/2002, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 4/30/2003.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 4/15/2003, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 3/31/2004.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 3/16/2004, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 5/13/2005.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 5/2/2005, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 3/31/2006..

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 3/16/2006, is replaced

by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 4/16/2007.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 4/2/2007, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 4/15/2008.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 4/12/2008, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 2/27/2009.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 2/17/2009, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 2/12/2010.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 2/1/2010, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 2/28/2011.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 2/15/2011, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 2/15/2012.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 2/1/2012, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 2/28/2013.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 2/15/2013, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 2/28/2014.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 2/13/2014, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 3/16/2015.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 3/2/2015, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 3/15/2016.

2.2.2 NMAC Requirements for

Contracting and Conducting Audits of
Agencies, filed 3/1/2016, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 3/14/2017.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 3/1/2017, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 2/27/2018.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 2/15/2018, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 3/10/2020.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 2/27/2020, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 3/23/2021.

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 3/11/2021, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 3/22/2022

2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, filed 3/10/2022, is replaced
by 2.2.2 NMAC Requirements for
Contracting and Conducting Audits of
Agencies, effective 3/28/2023.

HUMAN SERVICES

DEPARTMENT
MEDICAL ASSISTANCE
DIVISION

This is an emergency amendment to
8.200.510 NMAC, Sections 11, 12,
13 and 15, effective 4/1/2023.

8.200.510.11 COMMUNITY
SPOUSE RESOURCE
ALLOWANCE (CSRA): The
CSRA standard varies based on when
the applicant or recipient become
institutionalized for a continuous
period. The CSRA remains constant
even if it was calculated prior

to submission of a formal MAP
application. If institutionalization
began:



New Mexico Register / Volume XXXIV, Issue 6/ March 28, 2023 314
A. Between September 0. On or after January | and the federal maximum CSRA is
30, 1989 and December 31, 1989, 1, 2003, the state minimum is $31,290 | $120,900.
the state maximum CSRA is $30,000 and the federal maximum CSRA is DD. On or after January

and the federal maximum CRSA is
$60,000.

B. On or after January
1, 1990, the state minimum is $31,290
and the federal maximum CSRA is
$62,580.

C. On or after January
1, 1991, the state minimum is $31,290
and the federal maximum CSRA is
$66,480.

D. On or before
January 1, 1992, the state minimum
is $31,290 and the federal maximum
CSRA is $68,700.

E. On or after January
1, 1993, the state minimum is $31,290
and the federal maximum CSRA is
$70,740.

F. On or after January
1, 1994, the state minimum is $31,290
and the federal maximum CSRA is
$72,660.

G. On or after January
1, 1995, the state minimum is $31,290
and the federal maximum CSRA is
$74,820.

H. On or after January
1, 1996, the state minimum is $31,290
and the federal maximum CSRA is
$76,740.

L On or after January
1, 1997, the state minimum is $31,290
and the federal maximum CSRA is
$79,020.

J. On or after January
1, 1998, the state minimum is $31,290
and the federal maximum CSRA is
$80,760.

K. On or after January
1, 1999, the state minimum is $31,290
and the federal maximum CSRA is
$81,960.

L. On or after January
1, 2000, the state minimum is $31,290
and the federal maximum CSRA is
$84,120.

M. On or after January
1, 2001, the state minimum is $31,290
and the federal maximum CSRA is
$87,000.

N. On or after January
1, 2002, the state minimum is $31,290
and the federal maximum CSRA is
$89,280.

$90,660.

P. On or after January
1, 2004, the state minimum is $31,290
and the federal maximum CSRA is
$92,760.

Q. On or after January
1, 2005, the state minimum is $31,290
and the federal maximum CSRA is
$95,100.

R. On or after January
1, 2006, the state minimum is $31,290
and the federal maximum CSRA is
$99,540.

S. On or after January
1, 2007, the state minimum is $31,290
and the federal maximum CSRA is
$101,640.

T. On or after January
1, 2008, the state minimum is $31,290
and the federal maximum CSRA is
$104,400.

U. On or after January
1, 2009, the state minimum is $31,290
and the federal maximum CSRA is
$109,560.

V. On or after January
1, 2010, the state minimum is $31,290
and the federal maximum CSRA
remains $109,560.

W. On or after January
1, 2011, the state minimum is $31,290
and the federal maximum CSRA
remains $109,560.

X. On or after January
1, 2012, the state minimum is $31,290
and the federal maximum CSRA is
$113,640.

Y. On or after January
1, 2013, the state minimum is $31,290
and the federal maximum CSRA is
$115,920.

Z. On or after January
1, 2014, the state minimum is $31,290
and the federal maximum CSRA is
$117,240.

AA. On or after January
1, 2015, the state minimum is $31,290
and the federal maximum CSRA is
$119,220.

BB. On or after January
1, 2016, the state minimum is $31,290
and the federal maximum CSRA is
$119,220.

CC. On or after January
1,2017, the state minimum is $31,290

1, 2018, the state minimum is $31,290
and the federal maximum CSRA is
$123,600.

EE. On or after January
1, 2019, the state minimum is $31,290
and the federal maximum CSRA is
$126,420.

FF. On or after January
1, 2020, the state minimum is $31,290
and the federal maximum CSRA is
$128,640.

GG.  On or after January
1, 2021, the state minimum is $31,290
and the federal maximum CSRA is
$130,380.

HH. On or after January
1, 2022, the state minimum is $31,290
and the federal maximum CSRA is
$137,400.

11. On or after January
1, 2023, the state minimum is $31,290
and the federal maximum CSRA is
$148.620.
[8.200.510.11 NMAC - Rp,
8.200.510.11 NMAC, 7/1/2015;
AJE, 1/1/2016; A/E, 3/1/2017,
A/E, 8/30/2018; A/E, 4/11/2019;
A, 7/30/2019; A/E, 8/11/2020;
A, 12/15/2020; A/E, 4/1/2021; A,
9/1/2021; A/E, 4/1/2022; A, 8/9/2022;
A/E, 4/1/2023]

8.200.510.12 POST-
ELIGIBILITY CALCULATION
(MEDICAL CARE CREDIT):
Apply applicable deductions in the
order listed below when determining
the medical care credit for an
institutionalized spouse.
DEDUCTION AMOUNT
A. Personal needs
allowance for institutionalized spouse:
[Fulty +2621]
[$78]
July 1, 2022
$83
B. Minimum monthly
maintenance needs allowance
(MMMNA):
[Fulty +2621]
[$2:178]
July 1, 2022
$2,289

C. The community
spouse monthly income allowance
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(CSMIA) is calculated by subtracting
the community spouse’s gross income
from the MMMNA:

6)) If
allowable shelter expenses of the
community spouse exceeds the
minimum allowance then deduct
an excess shelter allowance from
community spouse’s income that
includes: expenses for rent; mortgage
(including interest and principal);
taxes and insurance; any maintenance
charge for a condominium or
cooperative; and an amount for
utilities (if not part of maintenance
charge above); use the standard utility
allowance (SUA) deduction used in
the food stamp program for the utility
allowance.

[Futy -
2621]
[$653]
July 1.
2022
687
(2) Excess

shelter allowance may not exceed the
maximum:

(a)
Jan. 1, 2023
$1,427
[t>] (b)
Jan. 1, 2022
$1,257
[th)] ()
Jan. 1, 2021
$1,105
[t5)] (d)
July 1, 2020
$1,062
[th] ()
Jan. 1, 2020
$1,103
[to——
Fuly 12619
—51647]
D. Any extra

maintenance allowance ordered
by a court of jurisdiction or a state
administrative hearing officer.

E. Dependent family
member income allowance (if
applicable) calculated as follows: 1/3
X MMMNA - dependent member’s
income).

F. Non-covered
medical expenses.

G. The maximum total

of the community spouse monthly
income allowance and excess shelter
deduction may not exceed [$3;435]
$3.716.

[8.200.510.12 NMAC - Rp,
8.200.510.12 NMAC, 7/1/2015;
AJ/E, 3/1/2017; A/E. 8/30/2018;

AJE, 4/11/2019; A, 7/30/2019;

AJ/E, 1/16/2020; A/E, 8/11/2020;

A, 12/15/2020; A/E, 4/1/2021; A,
9/1/2021; A/E, 4/1/2022; A, 8/9/2022;
AJE, 4/1/2023]

8.200.510.13 AVERAGE
MONTHLY COST OF NURSING
FACILITIES FOR PRIVATE
PATIENTS USED IN TRANSFER
OF ASSET PROVISIONS: Costs
of care are based on the date of
application registration.
DATE

AVERAGE COST PER MONTH

A. July 1, 1988 - Dec.
31, 1989
$1,726 per month

B. Jan. 1, 1990 - Dec.
31, 1991
$2,004 per month

C. Jan. 1, 1992 - Dec.
31,1992
$2,217 per month

D. Effective July 1,
1993, for application
$2,377 per month

register on or after

Jan. 1, 1993

E. Jan. 1, 1994 - Dec.
31, 1994
$2,513 per month

F. Jan. 1, 1995 - Dec.
31, 1995
$2,592 per month

G. Jan. 1, 1996 - Dec.
31, 1996
$2,738 per month

H. Jan. 1, 1997 - Dec.
31, 1997
$2,889 per month

1. Jan. 1, 1998 - Dec
31, 1998
$3,119 per month

J. Jan. 1, 1999 - Dec.
31, 1999
$3,429 per month

K. Jan. 1, 2000 - Dec.
31,2000

$3,494 per month

L. Jan.

31,2001
$3,550 per month

M. Jan.

31,2002
$3,643 per month

N. Jan.

31,2003
$4,188 per month

0. Jan.

31,2004
$3,899 per month

P. Jan.

31,2005
$4,277 per month

Q. Jan.

31,2006
$4,541 per month

R. Jan.

31,2007
$4,551 per month

S. Jan.

31,2008
$4,821 per month

T. Jan.

31,2009
$5,037 per month

U. Jan.

31,2010
$5,269 per month

V. Jan.

31,2011
$5,774 per month

W. Jan.

31,2012
$6,015 per month

X. Jan.

31,2013
$6,291 per month

Y. Jan.

31,2014
$6,229 per month

7. Jan.

31,2015

$6,659 per month
AA.

31,2016

$7,786 per month
BB.

31,2017

$7,485 per month
CC.

31,2018

$7,025 per month
DD.

31,2019

$7,285 per month

Jan.

Jan.

Jan.

Jan.

1, 2001 - Dec.

1, 2002 - Dec.

1, 2003 - Dec.

1, 2004 - Dec.

1, 2005 - Dec.

1, 2006 - Dec.

1, 2007 - Dec.

1, 2008 - Dec.

1, 2009 - Dec.

1, 2010 - Dec.

1, 2011 - Dec.

1,2012 - Dec.

1,2013 - Dec.

1,2014 - Dec.

1, 2015 - Dec.

1,2016 - Dec.

1,2017 - Dec.

1, 2018 - Dec.

1,2019 - Dec.
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EE. Jan. 1, 2020 - Dec. 9/1/2021; A/E, 4/1/2022; A, 8/9/2022; | $1.644 per month but no more than
31,2020 AJ/E, 4/1/2023] [$1+:831] $1.972 per month.
$7,480 per month For

FF. Jan. 1, 2021 - Dec. purposes of this eligibility calculation,
31,2021 HUMAN SERVICES “couple” means an applicant couple
$7,590 per month DEPARTMENT or an applicant with an ineligible

GG.  Jan. 1,2022 - Dec. MEDICAL ASSISTANCE spouse when income is deemed.
31,2021 DIVISION C. One hundred thirty-
$7,811 per month three percent FPL:

HH. Jan.1,2022- This is an emergency amendment to Size of budget group FPL per
38,275 per month 8.200.520 NMAC, Sections 11, 12, 1 month
[8.200.510.13 NMAC - Rp, 13, 15, 16 and 20, effective 4/1/2023. | [} $1567
8.200.510.13 NMAC, 7/1/2015; 2 $2,630
A/E, 1/1/2016; A/E, 3/1/2017, 8.200.520.11 FEDERAL 3 $2,553
AJ/E, 8/30/2018; A/E, 4/11/2019; POVERTY INCOME 4 $3,076
A, 7/30/2019; A/E, 8/11/2020; GUIDELINES: 5 $3;599
A, 12/15/2020; A/E, 4/1/2021; A, A One hundred 6 5,4,1“

i/ /lézgjll /’23923 4/112022; A, 8/5/2022; pércent federal poverty limits (FPL): g ;?fzg]
’ Size of budget group FPL per ’

month 1 $1.616

8.200.510.15 EXCESS HOME [+ $1433% 2 $2,186

EQUITY AMOUNT FOR LONG- 5 S+ 5065 3 $2.756

TERM CARE SERVICES: B $1.926 4 $3.325

A. Jan. 2023 4 PO, 5 $3.895
$688,000 p 43706 6 $4.465

[A=] B. Jan. 2022 < 100 7 $5.035
$636,000 - $3.453 8 $5.604

[B:] C. Jan. 2021 8 “3’8 86] Add [$523] $569 for each additional
$603,000 1 ;liZl 5 person in the budget group.

[€] D. Jan. 2020 5 $1.644 D. One hundred thirty-
$595,000 3 $2.072 five percent FPL: This income level

[B:] E. Jan. 2019 4 $2.500 is used only in the determination
$585,000 5 $2.929 of the maximum income limit for a

[E-]E Jan. 2018 6 $3.357 qualified individual 1 (QI1) applicant
$572,000 7 $3.785 or eligible recipient. For purposes of

[¥]G. Oct. 2017 g $4.214 this eligibility calculation, “couple”
$560,000 - means an applicant couple or an

[6:] H. Jan. 2017 ;ﬁggj?jﬂg%i;g ;:chpajldduwnal applicgnt with. an ineligible spouse
$840,000 *FPL when income is deemed. The

[H:] L Jan. 2016 must be below one hundred percent following income leve1§ apply:
$828,000 for an individual or couple for .. .. Applicant or
s 000[1:] J.  Jan. 2015 qualified medicare beneficiary (QMB) eligible recipient ;\mount

[F]K. Jan. 2014 D one hundred wenty | Individual At least [$£:359]
$814’000[&] L Jan. 2013 percent FRL: This income !evel is L—[ 1.458 I])erlnézriﬂ;iu;zigore than

= used only in the determination of the $1529] $1.641
$802,000 maximum income limit for specified 2

[&=] M. Jan. 2012 low income medicare beneficiaries Couple At least [$1831]
$786,000 (SLIMB) applicants or cligible $1.972 per month but no more than

[M=] N. Jan. 2011 recipients. [$2;666] $2.219 per month.
$758,000 Applicant or E. One hundred

[A:] O. Jan. 2010 eligible recipient Amount eighty-five percent FPL:
$750,000 1 Size of budget group FPL per
[8.200.510.15 NMAC - Rp, Individual At least [$+:433] month
8.200.510.15 NMAC, 7/1/201/5;/A/E, $1.215 per month but no more than [ ?”,096
1/1/2016; A/E, 3/1/2017; A, 3/1/18; 2 $2,823
AJE, 8/30/2018; A/E, 4/11/2019; [$1:359] $1.458 per momh'z 3 $3.554
A, 7/30/2019; A/E, 8/11/2020; Couple At least [$:526] 4 $4;279

A, 12/15/2020; A/E, 4/1/2021; A,
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I~ QL NOL
J 5,000
6 55734
7 $6:462
8 $7:189]
1 $2.248
2 $3.041
3 $3.833
4 $4.625
5 $5.418
6 $6.210
7 $7.003
8 $7.795
Add [$727] $792 for each additional person in the budget group.
F. Two hundred percent FPL:
Size of budget group FPL per month
[ $2;265
2 $3;052
3 $3;839
4 54,625
5 55412
6 $6;199
7 $6;985
8 $772]
1 $2.430
2 $3.287
3 $4.144 Continued Next Page
4 $5.000
5 $5.857
6 $6.714
7 $7.570
8 $8.427
Add [$787] $857 for each additional person in the budget group.
G. Two hundred thirty-five percent FPL:
Size of budget group FPL per month
[ $2,662
2 $3;586
3 45+
4 55435
5 $6;359
6 $7,284
7 $8;268
8 $9:132]
1 $2.856
2 $3.862
3 $4.869
4 $5.875
5 $6.882
6 $7.889
7 $8.895
8 $9.902
Add [$924] $1.007 for each additional person in the budget group.
H. Two hundred fifty percent FPL:
Size of budget group FPL per month
[ $2,832
2 $3;815
3 4,798
4 55,782
5 $6;765
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$10,534
Add [$983] $1.071 for each additional person in the budget group.
[8.200.520.11 NMAC - Rp, 8.200.520.11 NMAC, 8/28/2015; A/E, 4/1/2016; A/E, 9/14/2017; A, 2/1/2018; A/E,
5/17/2018; A, 9/11/2018; A/E, 4/11/2019; A, 7/30/2019, A/E, 8/11/2020; A, 12/15/2020; A/E, 4/1/2021; A, 9/1/2021,
A/E, 4/1/2022; A, 8/9/2022; A/E, 4/1/2023]

8.200.520.12 COST OF LIVING ADJUSTMENT (COLA) DISREGARD COMPUTATION: The countable
social security benefit without the COLA is calculated using the COLA increase table as follows:

A. divide the current gross social security benefit by the COLA increase in the most current year; the
result is the social security benefit before the COLA increase;

B. divide the result from Subsection A above by the COLA increase from the previous period or year; the
result is the social security benefit before the increase for that period or year; and

C. repeat Subsection B above for each year, through the year that the applicant or eligible recipient
received both social security benefits and supplemental security income (SSI); the final result is the countable social
security benefit.

COLA Increase and disregard table
Period and year COLA increase = benefit before

1 2023 Jan - Dec 8.7 Jan 23
[+]2 2022 Jan - Dec 59 Jan 22
213 2021 Jan - Dec 1.3 Jan 21
314 2020 Jan - Dec 1.6 Jan 20
4] 5 2019 Jan - Dec 2.8 Jan 19
[5]6 2018 Jan - Dec 2.0 Jan 18
617 2017 Jan - Dec 0.3 Jan 17
[7]8 2016 Jan - Dec 0 Jan 16
819 2015 Jan - Dec 1.017 Jan 15
[9]10 | 2014 Jan - Dec 1.015 Jan 14
511-0] 2013 Jan - Dec 1.017 Jan 13
M 20120 -Dec | 1037 Jan 12
;if] 2011 Jan - Dec 0 Jan 11
5_3] 2010 Jan - Dec 1 Jan 10
5.1:] 2009 Jan - Dec 1 Jan 09
;i:] 2008 Jan - Dec 1.058 Jan 08
51;6] 2007 Jan - Dec 1.023 Jan 07
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E:] 2006 Jan-Dec | 1.033 Jan 06
58] 2005 Jan-Dec | 1.041 Jan 05
59] 2004 Jan - Dec 1.027 Jan 04
Ze] 2003 Jan - Dec 1.021 Jan 03
Z}] 2002 Jan - Dec 1.014 Jan 02
Z“] 2001 Jan - Dec 1.026 Jan 01
Z‘ﬂ 2000 Jan - Dec 1.035 Jan 00
Zﬂ 1999 Jan - Dec 1.025 Jan 99
Zﬂ 1998 Jan - Dec 1.013 Jan 98
ZG] 1997 Jan - Dec 1.021 Jan 97
Z"] 1996 Jan - Dec 1.029 Jan 96
ZB] 1995 Jan - Dec 1026 Jan 95
59] 1994 Jan - Dec 1.028 Jan 94
5"] 1993 Jan - Dec 1.026 Jan 93
5}] 1992 Jan - Dec 1.03 Jan 92
g’] 1991 Jan - Dec 1.037 Jan 91
53] 1990 Jan - Dec 1.054 Jan 90
g‘ﬂ 1989 Jan - Dec 1.047 Jan 89
;5] 1988 Jan - Dec 1.04 Jan 88
56] 1987 Jan - Dec 1.042 Jan 87
g’] 1986 Jan - Dec 1.013 Jan 86
58] 1985 Jan - Dec 1.031 Jan 85
59] 1984 Jan-Dec | 1.035 Jan 84
ze] ]1)9;2 I-1983 | o Tl 8
Z}] ;3:1 o182 | o sl
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[42] 1980 Jul - 1981

S o 1.112 Jul 80
[43] 1979 Jul - 1980 1.143 Jul 79
44 Jun

[44] 1978 Jul - 1979 1.099 Jul 78
45 Jun

[45] 1977 Jul - 1978 1.065 Jul 77
46 Jun

[46] 1977 Apr - 1977

pa e 1.059 Apr 77

[8.200.520.12 NMAC - Rp, 8.200.520.12 NMAC, 8/28/2015; A/E, 1/1/2016; A/E, 3/1/2017; A/E, 5/17/2018; A,

9/11/2018; A, 4/11/2019; A, 7/30/2019; A/E, 8/11/2020; A, 12/15/2020; A/E, 4/1/2021; A, 9/1/2021; A/E, 4/1/2022; A,

8/9/2022; A/E, 4/1/2023]

8.200.520.13 FEDERAL BENEFIT RATES (FBR) AND VALUE OF ONE-THIRD REDUCTION (VTR):

Year Individual Institution Individual Couple Institution Couple
FBR FBR VTR FBR FBR VTR
1/89 to 1/90 $368 $30 $122.66 $553 $60 $184.33
1/90 to 1/91 $386 $30 $128.66 $579 $60 $193.00
1/91 to 1/92 $407 $30 $135.66 $610 $60 $203.33
1/92 to 1/93 $422 $30 $140.66 $633 $60 $211.00
1/93 to 1/94 $434 $30 $144.66 $652 $60 $217.33
1/94 to 1/95 $446 $30 $148.66 $669 $60 $223.00
1/95 to 1/96 $458 $30 $152.66 $687 $60 $229.00
1/96 to 1/97 $470 $30 $156.66 $705 $60 $235.00
1/97 to 1/98 $484 $30 $161.33 $726 $60 $242.00
1/98 to 1/99 $494 $30 $164.66 $741 $60 $247.00
1/99 to 1/00 $500 $30 $166.66 $751 $60 $250.33
1/00 to 1/01 $512 $30 $170.66 $769 $60 $256.33
1/01 to 1/02 $530 $30 $176.66 $796 $60 $265.33
1/02 to 1/03 $545 $30 $181.66 $817 $60 $272.33
1/03 to 1/04 $552 $30 $184.00 $829 $60 $276.33
1/04 to 1/05 $564 $30 $188 $846 $60 $282.00
1/05 to 1/06 $579 $30 $193 $869 $60 $289.66
1/06 to 1/07 $603 $30 $201 $904 $60 $301.33
1/07 to 1/08 $623 $30 $207.66 $934 $60 $311.33
1/08 to 1/09 $637 $30 $212.33 $956 $60 $318.66
1/09 to 1/10 $674 $30 $224.66 $1,011 $60 $337
1/10 to 1/11 $674 $30 $224.66 $1,011 $60 $337
1/11 to 1/12 $674 $30 $224.66 $1,011 $60 $337
1/12 to 1/13 $698 $30 $232.66 $1,048 $60 $349.33
1/13 to 1/14 $710 $30 $237 $1,066 $60 $355
1/14 to 1/15 $721 $30 $240 $1,082 $60 $361
1/15 to 12/15 $733 $30 $244 $1,100 $60 $367
1/16 to 12/16 $733 $30 $244 $1,100 $60 $367
1/17 to 12/17 $735 $30 $245 $1,103 $60 $368




321 New Mexico Register / Volume XXXIYV, Issue 6/ March 28, 2023

1/18 to 12/18 $750 $30 $250 $1,125 $60 $375
1/19 to 12/19 $771 $30 $257 $1,157 $60 $386
1/20 to 12/20 $783 $30 $261 $1,175 $60 $392
1/21 to 12/21 $794 $30 $264.66 $1,191 $60 $397
1/22 to 12/22 $841 $30 $280.33 $1,261 $60 $420.50
1/23 to 12/23 $914 $30 $304.66 $1.371 $60 $456.99
A. Ineligible child deeming allocation is [$426-56] $457.
B. Part B premium is [$176:-10] $164.90 per month.
C. VTR (value of one third reduction) is used when an individual or a couple lives in the household of

another and receives food and shelter from the household or when the individual or the couple is living on his or her
own household but receiving support and maintenance from others.

D. The SSI resource standard is $2000 for an individual and $3000 for a couple.
[8.200.520.13 NMAC - Rp, 8.200.520.13 NMAC, 8/28/2015; A/E, 1/1/2016; A/E, 3/1/2017; A/E, 5/17/2018; A,
9/11/2018; A/E, 4/11/2019; A, 7/30/2019; A/E, 8/11/2020; A, 12/15/2020; A/E, 4/1/2021; A, 9/1/2021; A/E, 4/1/2022; A,
8/9/2022; A/E, 4/1/2023]

8.200.520.15 SUPPLEMENTAL SECURITY INCOME (SSI) LIVING ARRANGEMENTS:

A. Individual living in his or her own household who own or rent:
Payment amount: [$841] $914 Individual
[$+261] $1.371 Couple
B. Individual receiving support and maintenance payments: For an individual or couple living in his or

her own household, but receiving support and maintenance from others (such as food, shelter or clothing), subtract the
value of one third reduction (VTR).

Payment amount: [ = 33= 67] $914 - $304.66 = $609.34 Individual
[$1:261—= 50—= 56] $1.371 - $456.99 = §914.01 Couple
C. Individual or couple living household of another: For an individual or couple living in another
person’s household and not contributing his or her pro-rata share of household expenses, subtract the VTR.
Payment amount: [$841=5$28633=5$566-67] $914 - $304.66 = $609.34 Individual
[$1261=5420-56=5840-50] $1.371 - $456.99 = §914.01 Couple
D. Child living in home with his or her parent:
Payment amount: [$841] $914
E. Individual in institution:
Payment amount: $30.00

[8.200.520.15 NMAC - Rp, 8.200.520.15 NMAC, 8/28/2015; A/E, 3/1/2017; A/E, 5/17/2018; A, 9/11/2018; A/E,
4/11/2019; A, 7/30/2019; A/E, 8/11/2020; A, 12/15/2020; A/E, 4/1/2021; A, 9/1/2021; A/E, 4/1/2022; A, 8/9/2022; A/E,
4/1/2023]

8.200.520.16 MAXIMUM COUNTABLE INCOME FOR INSTITUTIONAL CARE MEDICAID AND
HOME AND COMMUNITY BASED WAIVER SERVICES (HCBS) CATEGORIES: Effective January 1, 2022,
the maximum countable monthly income standard for institutional care medicaid and the home and community based
waiver categories is [$2;523] $2.742.

[8.200.520.16 NMAC - Rp, 8.200.520.16 NMAC, 8/28/2015; A/E, 3/1/2017; A/E, 5/17/2018; A, 9/11/2018; A/E,
4/11/2019; A, 7/30/2019; A/E, 8/11/2020; A, 12/15/2020; A/E, 4/1/2021; A, 9/1/2021; A/E, 4/1/2022; A, 8/9/2022; A/E,
4/1/2023]

8.200.520.20 COVERED QUARTER INCOME STANDARD:

Date Calendar Quarter Amount
Jan. 2023 - Dec. 2023 $1.640 per calendar quarter
Jan. 2022 - Dec. 2022 $1,510 per calendar quarter
Jan. 2021 - Dec. 2021 $1,470 per calendar quarter
Jan. 2020 - Dec. 2020 $1,410 per calendar quarter
Jan. 2019 - Dec. 2019 $1,360 per calendar quarter
Jan. 2018 - Dec. 2018 $1,320 per calendar quarter
Jan. 2017 - Dec. 2017 $1,300 per calendar quarter
Jan. 2016 - Dec. 2016 $1,260 per calendar quarter

Jan. 2015 - Dec. 2015 $1,220 per calendar quarter
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Jan.
Jan.
Jan.
Jan.
Jan.
Jan.
Jan.
Jan.
Jan.
Jan.
Jan.
Jan.
Jan.

2014 - Dec.
2013 - Dec.
2012 - Dec.
2011 - Dec.
2010 - Dec.
2009 - Dec.
2008 - Dec.
2007 - Dec.
2006 - Dec.
2005 - Dec.
2004 - Dec.
2003 - Dec.
2002 - Dec.

2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002

§$1,200 per calendar quarter
$1,160 per calendar quarter
$1,130 per calendar quarter
$1,120 per calendar quarter
$1,120 per calendar quarter
$1,090 per calendar quarter
$1,050 per calendar quarter
$1,000 per calendar quarter
$970 per calendar quarter
$920 per calendar quarter
$900 per calendar quarter
$890 per calendar quarter
$870 per calendar quarter

[8.200.520.20 NMAC - Rp, 8.200.520.20 NMAC, 8/28/2015; A/E, 1/1/2016; A/E, 03/01/2017; A/E, 5/17/2018; A,
9/11/2018; A/E, 4/11/2019; A, 7/30/2019; A/E, 8/11/2020; A, 12/15/2020; A/E, 4/1/2021; A, 9/1/2021; A/E, 4/1/2022; A,
8/9/2022; A/E, 4/1/2023]

This is an emergency amendment to 8.291.430 NMAC, Section 10, effective 4/1/2023.

HUMAN SERVICES DEPARTMENT

MEDICAL ASSISTANCE DIVISION

8.291.430.10 FEDERAL POVERTY LEVEL (FPL): This part contains the monthly federal poverty level table
for use in determining monthly income standards for MAP categories of eligibility outlined in 8.291.400.10 NMAC:

IS_II%I;SEHOLD 100% 133% 138% 190% 240% 250% 300%

1 [$133] [$5567] | [$5563] [$2:452] | [$2748] [$2:832] | [$3:398]
$1.215 $1.616 $1.677 $2.309 $2.916 $3.038 $3.645

5 [$1526] [52:630] | [$25106] | [$2,900] | [$3:662] [$3:815] | [$4:578]
$1.644 $2.186 $2.268 $3.123 $3.944 $4.109 $4.930

3 [$1:926] [$2:553] | [$2:649] [§3:647] | [$4:667] [$4798] | [$5:758]
$2,072 $2.756 $2.859 $3.937 $4.972 $5.180 $6.215

4 [$2:313] [53:676] | [$3:192] | [$4394] | [$5:556] [$5:782] | [$6:938]
$2.500 $3.325 $3.450 $4.750 $6.000 $6.250 $7.500

5 [$2;766] [$3;599] | [$3:735] | [35:142] | [$6:494] [$6:765] | [$8:118]
$2.929 $3.895 $4.042 $5.564 $7.028 $7.321 $8.785

6 [$35166] [$4122] | [$4:277] [§5:889] | [$7:439] [§7:748] | [$9:298]
$3.357 $4.465 $4.633 $6.378 $8.056 $8.392 $10.070

7 [$3:493] [$4646] | [$4820] | [$6:636] | [$8:382] [$8:732] | [$16:478]
$3.785 $5.035 $5.224 $7.192 $9.084 $9.463 $11,355

3 [$3:886] [$5169] | [$5363] | [$7:384] | [$9:326] [$9:715] | [$1H658]
$4.214 $5.604 $5.815 $8.006 $10.,112 $10.534 $12.640

1 [$393] [$523] [§543] [$748] [$944-60] [$983] [$H186]
$429 $569 $591 $814 $1.028 $1.071 $1.285

[8.291.430.10 NMAC - Rp, 8.291.430.10 NMAC, 11/16/2015; A/E, 4/1/2016; A/E, 9/14/2017; A, 2/1/2018; A/E,
5/17/2018; A, 9/11/2018; A/E, 4/11/2019; A, 7/30/2019; A, 12/1/2020; A/E, 4/1/2021; A, 9/1/2021; A/E, 4/1/2022; A,
8/9/2022; A/E, 4/1/2023]

End of Adopted Rules
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Volume XXXI1V, Issues 1-24

Issue Submittal Deadline Publication Date

Issue 1 January 5 January 18

Issue 2 January 19 January 31

Issue 3 February 2 February 14

Issue 4 February 16 February 28

Issue 5 March 2 March 14

Issue 6 March 16 March 28

Issue 7 March 30 April 11

Issue 8 April 13 April 25

Issue 9 May 4 May 16

Issue 10 May 18 May 31

Issue 11 June 1 June 13

Issue 12 June 15 June 27

Issue 13 July 7 July 18

Issue 14 July 20 July 31

Issue 15 August 3 August 15

Issue 16 August 17 August 29

Issue 17 August 31 September 12

Issue 18 September 14 September 26

Issue 19 September 28 October 10

Issue 20 October 12 October 24

Issue 21 October 26 November 7

Issue 22 November 9 November 21

Issue 23 November 22 December 5

Issue 24 December 7 December 19
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pursuant to Section 14-4-7.1 NMSA 1978.The New Mexico Register is available free online at: http://www.srca.
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