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Comments and Feedback | 2019 Audit Rule Change

2.2.2.8M.(5)-Section 12-6-14 NMSA 1978; the final progress payment of the contract amount will not be 

authorized by the OSA  until the IPA has submitted the sign in sheet from the governing authority meeting or 

written notification from the chairman or treasurer stating that IPA presented the audit report in an open 

meeting.

2.2.10.M.(5)- The final progress payment of the contact amount will not be authorized by the OSA until he IPA 

has submitted the sign in sheet from the governing authority meeting or written notification from the chairman 

or treasurer stating that the IPA presented the audit report in an open meeting.

Requests a waiver or that the requirements of NMAC 2.2.2.10 (Z)© and NMAC 2.2.2.10(Z)(d)  related to the 

2018 schedule of the Employer Allocations be removed.

2.2.2.10.Q (3) (a) budgetary presentation is currently only for general and special revenue.  However, 

proprietary fund budgets are also legally adopted and approved through DFA. Previous versions of the Audit 

Rule (2010 for example:  2.2.2.10.O (3)(c) ) listed the proprietary funds budgets to be presented as SI. Legally 

adopted budgets for the agency should be presented per the State Audit Rule, not just the general and special 

revenue  as it’s written currently, the agency could potentially leave out the proprietary budgets, which could 

mislead readers.

2.2.2.8.M  & 2.2.2.10.M requires the sign-in sheet or a written statement from the Chairman or Treasurer to 

release final payment. A couple issues on that.  Somebody could forge the IPA name on the sign in sheet and 

some agencies do not employ the sign-sheet method at their meetings. A meeting could be held where there 

would be a quorum and the Chairman or Treasurer not be present. My suggestion is to widen the authorized 

notification to include draft minutes of the meeting or a resolution and include any member of the governing 

authority body to be able to provide written notification, rather than just the Chair or Treasurer.

Suggest a new sentence at the end of paragraph 2.2.2.15A.(2) " Definition of waste and abuse"; Sustainability, 

unlike waste or abuse, refers to governmental activities that maintain or enhance the  ability of the entity to 

meet the needs of the present without compromising the ability of future generations to meet their own needs

concerns regarding the proposed changes to the Audit Rule for the final payments and the method of getting to 

the final payments.

2.2.2.10.L – Summary of audit results – included requirement for a summary of audit results that

includes the type of auditor report issued and whether categories of findings for internal control

over financial reporting were identified.

2.2.2.10.M – In person exit conference – removed exception for audits less than $5,000.

2.2.2.10.BB – GASBS 77 disclosure spreadsheet – removed requirement to use a template GASBS

77 disclosure spreadsheet and submit to the OSA.

2.2.2.15.A – Fraud, waste or abuse reported to OSA – changed requirement that agencies respond

to OSA‐SID fact‐finding inquiries from 21 days of receipt to five days of receipt.

2.2.2.8.L- Prior Written approval of engagements- expanded requirement of prior written approval by the state 

auditor for any type of financial affairs engagement.

2.2.2.8.M & 2.2.2.10.M – Final progress payment – requirement that the final progress payment

of the contract will not be authorized by the OSA until the IPA has submitted the sign in sheet

from the governing authority meeting or written notification from the Chairman or Treasurer

state that the IPA presented the audit report in an Open Meeting.

2.2.2.9.B – Vendor schedule, fund balance form and GASBS 77 disclosure template – removed the

requirement to submit this data to the OSA

2.2.2.9.B – Vendor schedule, fund balance form and GASBS 77 disclosure template – removed the

requirement to submit this data to the OSA

2.2.2.10.A – Vendor schedule – removed requirement to prepare a schedule of vendors.

2.2.2.10.R(1)(b) – if budgeted expenditures exceed budgeted revenues (after prior‐year cash

balance and applicable federal receivables used to balance the budget), that fact shall be reported

as a finding. This type of finding shall be confirmed with the agency’s oversight entity (if

applicable).
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Note:

For full text of comments submitted refer to attached PDFs

Unless requested, eliminate the requirement, once an engagement is complete, to meet with the entire board 

of an entity since entrance and exit conference are already held with the member(s), not equal to a quorum

Revise firm profile input for those IPAs interested in conducting 

agreed upon procedures only.

Section 2.2.2.15.A.(6) reads, "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 OSA inquiries within five (5) 

calendar days of receipt. IPAs shall test compliance with this requirement and report noncompliance as a 

finding in the annual financial and compliance audit report."

2.2.2.8.L Prior written approval of engagements- expanded requirement of prior written approval by the state 

auditor for any type of financial affairs engagement. 

 (2) An IPA may not enter into any type of financial affairs engagement (this includes waste and abuse related 

engagements) with a New Mexico governmental agency without first obtaining the prior written approval of the 

state auditor. This requirement applies both when the IPA is the annual auditor approved by OSA and when the 

IPA is not the agency’s annual auditor. See Section 2.2.2.15 NMAC for the requirements to submit such reports 

to the OSA for review and release. 

2.2.2.8.M & 2.2.2.10.M Final progress payment- requirement that the final progress payment of the contract 

amount will not be authorized by the OSA until the IPA has submitted the sign in sheet from the governing 

authority meeting or written notification from the Chairman or Treasurer stating that the IPA presented the 

audit report in an Open Meeting.

(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 final 

progress payment of the contract amount will not be authorized by the OSA until the IPA has submitted the sign 

in sheet from the governing authority meeting or written notification from the chairman or treasurer stating 

that the IPA presented the audit report in an open meeting.



















 
 

	
	
	
	
 
 
January 31, 2019 
 
 
C. Jack Emmons 
Deputy State Auditor 
2540 Camino Edward Ortiz, Suite A 
Santa Fe, New Mexico 87507 
 
Mr. Emmons, 
 
We appreciate the hard work and thought that goes into updating the State Audit Rule every year and we 
thank you for the opportunity to participate in the process.  Our firm has reviewed the proposed changes 
to the NM State Audit Rule for 2019 and wanted to provide our comments on the proposed changes as 
noted below: 
 

 2.2.2.8.L  –  Prior  written  approval  of  engagements  –  expanded  requirement  of  prior  written 
approval by the state auditor for any type of financial affairs engagement.   

o Our  recommendation  is  to not  change  this  from  its  current  format which  is  to obtain 
approval  for  fraud  related  engagements.    The  change  to  any  type  of  financial  affairs 
engagement  is  far  reaching  and  doesn’t  seems  needed  for  nonaudit  clients  or  fraud 
procedures  as  the  entities  in  the  State  of  NM  are  already  following  procurement 
requirements and could create burden on the entities and the Office of the State Auditor. 

 2.2.2.8.M & 2.2.2.10.M – Final progress payment – requirement that the final progress payment 
of the contract will not be authorized by the OSA until the IPA has submitted the sign in sheet 
from  the  governing  authority meeting or written notification  from  the Chairman or  Treasurer 
state that the IPA presented the audit report in an Open Meeting. 

o Our recommendation is to not change the payment from its current form.  The holding of 
payment until after  the presentation to  the governing body could be multiple months 
from  the  completion of  the  audit  and  could  create unnecessary  cash  flow  challenges, 
especially with smaller firms, in order to continue to operate.   

o We would further recommend that only one meeting (either the exit conference or the 
presentation to the government body) be required to be in person and the use of video 
conference technology could be used for the other in order to keep costs down for the 
auditees.    This  is  in  correlation  with  our  recommendations  on  proposed  changes  to 
2.2.2.10M (in person exit conference). 

 2.2.2.9.B – Vendor schedule, fund balance form and GASBS 77 disclosure template – removed the 
requirement to submit this data to the OSA 

o We think this is a good and welcomed change by the office. 

 2.2.2.10.A – Vendor schedule – removed requirement to prepare a schedule of vendors. 
o We think this is a good and welcomed change by the office.   
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 2.2.2.10.L – Summary of audit results – included requirement for a summary of audit results that 
includes the type of auditor report issued and whether categories of findings for internal control 
over financial reporting were identified.   

o We would recommend providing a sample of what the OSA would require related to this 
summary. 

 2.2.2.10.M – In person exit conference – removed exception for audits less than $5,000. 
o As  noted  above,  we  would  recommend  allowing  either  the  exit  conference  or  the 

presentation to the governing body (for all audits, not just those less than $5,000) to be 
conducted via technology (video conference, conference call, etc.) in order to manage the 
cost for auditees.  We do believe the OSA should encourage meetings both meetings to 
be conducted in person, but not make it a requirement.   

 2.2.2.10.BB – GASBS 77 disclosure spreadsheet – removed requirement to use a template GASBS 
77 disclosure spreadsheet and submit to the OSA. 

o We think this is a good and welcomed change by the office.   

 2.2.2.15.A – Fraud, waste or abuse reported to OSA – changed requirement that agencies respond 
to OSA‐SID fact‐finding inquiries from 21 days of receipt to five days of receipt.   

o We believe this should remain as the current 21 days as 5 days is a very short turnaround 
and  could  lead  to  the  OSA  not  getting  as  complete  or  relevant  of  information  as 
sometimes these inquiries can require substantial inquiry and research.   

 
In addition, when looking at the State Audit Rule and areas of question that have arisen in the course of 
public practice, we had the additional following recommendation: 
 

 2.2.2.10.R(1)(b)  –  if  budgeted  expenditures  exceed  budgeted  revenues  (after  prior‐year  cash 
balance and applicable federal receivables used to balance the budget), that fact shall be reported 
as  a  finding.    This  type  of  finding  shall  be  confirmed  with  the  agency’s  oversight  entity  (if 
applicable). 

o We recommend updating this language as this doesn’t address budgets that are on the 
modified accrual basis of accounting.   

 
Again, we appreciate the opportunity to contribute to the process of updating the State Audit Rule and 
continuing to partner with the Office of the State Auditor in order to better serve the citizens of the State 
of NM.  We also thank you and everyone at the office for consideration of our thoughts and for your time 
and service to our state.   
 
Please contact me if you have any questions. 
 
Sincerely, 
 
 
 
 
Alan D. “A.J.” Bowers, Jr., CPA, CITP 
Partner 
Carr, Riggs, & Ingram, LLC 



From: Bone, Matthew
To: Natalie Cordova; Jack Emmons
Subject: Proposed Rule Changes
Date: Thursday, January 31, 2019 12:17:14 PM

Natalie/Jack –
 
I know you all are in a transition period, so I wanted to send a few comments to both of you
regarding the upcoming hearing for the proposed changes.  I noticed several positive changes (such
as removing the requirements of submitting the excel templates), thank you for the consideration on
these items and the proposed changes.  However, there were 2 proposed changes that I trust there
were valid reasons and rationale that triggered the changes, but I think in both situations they add
an unnecessary administrative burden to all parties (IPA, OSA and agency), in addition to the impact
on our business as an IPA that I respectfully request a re-consideration on these proposed changes. 
 
Thank you,
Matt Bone
 
Proposed Change
 
2.2.2.8.L Prior written approval of engagements- expanded requirement of prior written approval by the state
auditor for any type of financial affairs engagement.
 
(2) An IPA may not enter into any type of financial affairs engagement (this includes waste and abuse related
engagements) with a New Mexico governmental agency without first obtaining the prior written approval of the
state auditor. This requirement applies both when the IPA is the annual auditor approved by OSA and when the IPA
is not the agency’s annual auditor. See Section 2.2.2.15 NMAC for the requirements to submit such reports to the
OSA for review and release.
 
Comment regarding the proposed change: I understood the need to have fraud related engagements getting approval
by OSA, I have been neutral on the non-attest engagements when we are the auditor (as we are required to document
and maintain our independence already), but to require all engagements to go through OSA whether we are the IPA
or not, seems to add an unnecessary administrative burden and process on the IPA, the agency and the OSA.  How
will this be enforced for contractors that perform these type of consulting engagements but are not on the OSA
approved vendor list because they don’t perform audits? We would just request that you re-consider this proposed
change.
 
Proposed Change
 
2.2.2.8.M & 2.2.2.10.M Final progress payment- requirement that the final progress payment of the contract amount
will not be authorized by the OSA until the IPA has submitted the sign in sheet from the governing authority
meeting or written notification from the Chairman or Treasurer stating that the IPA presented the audit report in an
Open Meeting.
 
(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 final progress
payment of the contract amount will not be authorized by the OSA until the IPA has submitted the sign in sheet
from the governing authority meeting or written notification from the chairman or treasurer stating that the IPA
presented the audit report in an open meeting.
 
Comment regarding the proposed change: The current payment process only allows us to get paid 69% until
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released, which in some cases means that we are unable to get paid for 31% of the work we performed several
months after the work was done.  Which I understand the need to hold some of the contract payments until the report
is deemed in conformity and officially released, but I would recommend changing this to 90% until released (I know
that the rule currently allows a request for an exemption, but it is an administrative process that impacts all parties
involved).  With this proposed change, there are times when a board doesn’t have a meeting for another 4-6 weeks
after the release, thus we would need to defer our payment for that much longer, which could indicate getting paid
for work performed 3-4 months after the performance. 

 
Let me provide several examples:
1)    Education Trust Board – the majority of the work was performed in August/September, with a portion

in October as we completed our QC process.  The report was submitted October 31.  This wasn’t
released until January 9.  The next board meeting they asked for us to come present is next Thursday
(Feb 7).  After this meeting, we would need to have the treasurer submit a notification indicating we
held the meeting in open session, then we can send the invoice, which by the time it goes through our
billing process and to the State, it’s likely the end of February before we get paid 31% of our contract
that we did work for 4-5 months earlier. 

2)    New Mexico Lottery – We performed the work the later part of August and first week in Sept.  We
submitted to OSA October 11, 2018.  The report wasn’t released until December 3, 2018.  They do 6
meetings a year, thus we had to wait until Mid – January to present to the board.  Which we would be
another 4-5 months after the work was completed before we can receive payment. 

 
 

Matt Bone, CPA, CGFM, CGMA 
Principal, State and Local Government

 
Direct 505-222-3575 | Mobile 505-453-6000 | Main 505-842-8290 x23575 | Fax 505-842-1568 
CLA (CliftonLarsonAllen LLP) | 6501 Americas Parkway NE, Suite 500, Albuquerque, NM 87110 

matthew.bone@CLAconnect.com | CLAconnect.com

  Create Opportunities

Wealth Advisory | Outsourcing | Audit, Tax, and Consulting

 
 

  Investment advisory services are offered through CliftonLarsonAllen
Wealth Advisors, LLC, an SEC-registered investment advisor.

  Send me your files with secure file transfer.
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