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INDEPENDENT AUDITORS REPORT 
 
 
 
Public Regulation Commissioners 
State of New Mexico Public Regulation Commission  
and 
Mr. Timothy Keller, New Mexico State Auditor 
Santa Fe, New Mexico 
 
 
Report on the Financial Statements 
We have audited the accompanying financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund information, and the budgetary comparisons for the general fund and 
major special revenue funds of the State of New Mexico Office of the State of New Mexico Public 
Regulation Commission (Commission), as of and for the year ended June 30, 2017, and the related notes 
to the financial statements which collectively comprise the Commission’s basic financial statements as 
listed in the table of contents. We also have audited the financial statements of each of the Commission’s 
nonmajor governmental and fiduciary funds presented as supplementary information as defined by the 
Governmental Accounting Standards Board, in the accompanying combining and individual fund financial 
statements as of and for the year ended June 30, 2017, as listed in the table of contents.   
 
Management’s Responsibility for the Financial Statements  
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatements, whether due to fraud or 
error.  
 
Auditor’s Responsibility  
Our responsibility is to express opinions on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America and 
the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 
 
Opinions 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate remaining 
fund information and the budgetary comparisons for the general fund and major special revenue funds 
of the Commission, as of June 30, 2017, and the respective changes in financial position thereof for the 
year then ended in accordance with accounting principles generally accepted in the United States of 
America.  
 
Emphasis of Matter 
As discussed in Note A1, the financial statements of the Commission are intended to present the financial 
position and changes in financial position, of only that portion of the governmental activities, each major 
fund, and the aggregate remaining fund information of the State of New Mexico that is attributable to the 
transactions of the Commission. They do not purport to, and do not, present fairly the financial position 
of the State of New Mexico as of June 30, 2017, and the changes in financial position, for the year then 
ended in accordance with accounting principles generally accepted in the United States of America. Our 
opinion is not modified with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis on pages 5-12 be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of management 
about the methods of preparing the information and comparing the information for consistency with 
management’s responses to our inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements. We do not express an opinion or provide any 





•
•
•
•
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Discussion of Statement of Net Position 
Deducting total liabilities, deferred inflows and outflows from total assets derives the Net 
position. The overall Net position decreased by $12,984,538 over fiscal year 2016.   
 
Current assets consist mostly of assets due from external parties-federal grants in the amount of 
$343,032 and investments with the State Treasurer of $3,978,179; and receivables from other 
state agencies in the amount of $18,674,159. 
 
The Commission reports balances in three categories of net position; (1) invested in capital 
assets; (2) restricted for special purposes and (3) unrestricted.  The invested in capital assets 
balance is positive, but the unrestricted balance is negative mostly due to compensated absences 
reported on the government-wide financial statements and a deficit fund balance in the Pipeline 
Safety Fund.  Restricted net position decreased due to utilization of restricted funds (Fire 
Protection Grant Fund) to pay for grants to local governments.  Per House Bill 4, there were no 
provisions to allocate funds to the Fire Protection Grant Fund at the end of fiscal year 2017.  The 
unrestricted deficit balance was increased by $99,477 mostly due to current year decrease in 
fund balance in the Pipeline Safety Fee Fund (37700). Resources from this fund were legally 
transferred to the General Fund (55000) to cover operating costs. 
 
Capital Asset Administration 
The decrease in capital assets of $36,540 is due to new purchases of machinery and equipment 
of $263,354, partially offset by depreciation expense of $299,894 recorded in the current fiscal 
year. 
 
Liabilities 
Current liabilities of $21,354,003 consists primarily of accounts payable of $394,955, i.e., 
amounts that the Commission is obligated to pay; accrued salaries and benefits payable 
$397,754; reversions due to the State General Fund $20,212,223; and other liabilities of $1,379. 
The estimated portion of compensated absence liabilities due in one year is $347,692. 
 
Long-Term Debt 
The Commission has no long-term debt outstanding other than the noncurrent portion of 
compensated absences of $108,125 as of June 30, 2017.  There was no noncurrent portion of 
compensated absences reported in the prior fiscal year. 
 
Deferred Inflows of Resources 
The Commission received at year end from the utility companies for FY2018 pipeline assessments 
of $1,044,149.  
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Commission’s Statement of Activities 
    As Restated   
STATEMENT OF ACTIVITIES  June 30, 2017  June 30, 2016  Change 

       
Government activities       
  Operating grants and contributions  $          877,168   $      1,112,026   $     (234,858) 
  Investment income  15,880   11,118               4,762  
  Charges for services  86,805,283   16,899,570     69,905,713  
  General Fund Appropriations  6,666,800   7,793,200     (1,126,400) 
  Other financing sources   -   -   - 
       

Total revenue  94,365,131   25,815,914     68,549,217  
       
Program expenses  24,011,520   20,282,485       3,729,035  
Other financing uses  83,338,149    429,137   82,909,012  
       
Total expense  107,349,669   20,711,622     86,638,047  
       
Change in net position (12,984,538) 5,104,292  (18,088,830) 

Net position, beginning of year        15,672,730   10,568,438   5,104,292  
       
Net position, end of year  $      2,688,192   $    15,672,730   $(12,984,538) 

 
Discussion of Statement of Activities 
This statement shows the components that decreased, in the aggregate, the Commission’s net 
position by $12,984,538 during the year.  Operating grant revenue decreased by $234,858 from 
the prior year.  The Commission recognized a large increase in the charges for services category 
because of the reclassification of the Fire Protection Fund from an agency fund to a Special 
Revenue fund effective for the fiscal year ended June 30, 2017.  The charges for service for the 
Fire Protection Fund were $85,509,099 which accounts for the major increase in charges for 
service and revenues overall.  However, House Bill 4 required that any fund balances at June 30, 
2017 in the Fire Protection and Fire Protection Grant funds be transferred to the State General 
Fund.  These transfers account for the increase in Other financing uses amounts over the prior 
fiscal year.  In addition, the Fire Protection Grant fund provided for approximately $3,300,000 in 
additional grants to local governments over the prior fiscal year which accounts for much of the 
increase in program expenses over the past fiscal year.  The General Fund also realized an 
increase in Personal Service costs over the prior fiscal year. These major transactions account for 
the decline in the Commission’s net position of $12,984,538. 
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THE COMMISSION’S FUNDS 
The Commission’s Individual Governmental Funds 
As of year-end, the governmental funds, as presented on the balance sheet, reported a combined 
fund balance of $944,910, for a net decrease over the prior fiscal period of $13,016,733. This is 
primarily due to the decrease in the Fire Protection Grant Fund and Fire Protection Fund balances 
required to be transferred to the State General Fund as required by House Bill 4. 
 
The General Fund is the Commission’s operating fund where all operational expenses reside. The 
General Fund revenues decreased $5,010,701, other financing sources increased $6,110,834 due 
to a change in classification of receipts from the Fire Protection Fund. Expenditures decreased 
$166,382 as compared to the previous year due to reduction of capital outlay expenditures and 
other costs which were offset by increases in personal services. 
 
The Fire Protection Grant Fund revenues are transferred from the Fire Protection Fund and used 
to provide grants of up to $100,000 to fire departments in need of fire service support 
equipment. This fund did not receive any provisions in fiscal year 2017 from the Fire Protection 
Fund because of the House Bill 4 requirements.  The fund did collect $11,330,127 of Fire 
Insurance Tax fees from the Fire Protection Fund that represented amounts due from the prior 
fiscal year. Expenses incurred in this fund total $10,150,045 primarily from grant awards to fire 
departments. 
 
The Fire Protection Fund (57800) is presented as a Special Revenue Fund this fiscal year.  The 
revenues in this fund are derived from fire insurance tax assessments through the Office of the 
Superintendent of Insurance.  Major expenditures and uses incurred are amounts appropriated 
to the Commission’s General Fund for operations and the annual transfer of $750,000 to the 
PERA Volunteer Firefighters Retirement Fund.  The other financing uses represent amounts 
transferred to the State General Fund per House Bill 4. 
 
The Pipeline Safety Fund is a fund that collects revenues used to support the Pipeline Safety 
Bureau by an assessment determined in May of each year to all gas consumers and pipeline 
distributors in the state. Revenues collected in fiscal year 2017 were $1,113,878.  The other 
financing uses are amounts transferred to the General Fund (55000) to fund the operations of 
the Commission for the fiscal year. 
 
Non-major Governmental Funds at the PRC are the Fire Safer Cigarette Fund, Reproduction Fund, 
Transportation Network Company Fund, and the Firefighter Use Fee Fund. The Fire Safer 
Cigarette funds are used for State Fire Marshal staff equipment and training materials used at all 
elementary schools for fire training awareness; the Reproduction Funds are used in the NMPRC 
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STATE OF NEW MEXICO
PUBLIC REGULATION COMMISSION

Balance Sheet ‐ Governmental Funds
June 30, 2017

General
 Fire Protection 

Grant 
 Pipeline 
Safety 

55000 56900 37700
Assets

Interest in STIP 595,862$             1,020,183             1,008,836       
Due from Other Funds 581,254               ‐                         ‐                    
Due from Other State Agencies 9,000                     ‐                         ‐                    
Due from Federal Agencies 343,032               ‐                         ‐                    

Total Assets 1,529,148$          1,020,183             1,008,836       

Liabilities
Accounts Payable 394,205$             ‐                         ‐                    
Accrued Payroll 397,485               ‐                         ‐                    
Due to Other Funds 210,577               ‐                         581,254          
Due to Other State Agencies ‐                         ‐                         ‐                    
Due to State General Fund 526,881               1,020,183             ‐                    
Unearned Revenues ‐                         ‐                         1,044,149       

Total Liabilities 1,529,148            1,020,183             1,625,403       

Fund Balance
Restricted ‐                         ‐                         ‐                    
Committed ‐                         ‐                         ‐                    
Unassigned ‐                         ‐                         (616,567)         

Total Fund Balance ‐                         ‐                         (616,567)         

Total Liabilities and Fund Balance 1,529,148$          1,020,183             1,008,836       

See Notes to the Financial Statements.
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 Fire Protection 
 Non Major 

Governmental 
 Total 

Governmental 
57800 Funds Funds

‐$                     1,353,298            3,978,179        
‐                       210,577               791,831           

18,665,159        ‐                         18,674,159     
‐                       ‐                         343,032           

18,665,159$      1,563,875            23,787,201     

750$                    ‐                         394,955           
‐                       269                        397,754           
‐                       ‐                         791,831           

1,379                  ‐                         1,379               
18,665,159        ‐                         20,212,223     

‐                       ‐                         1,044,149        
18,667,288        269                        22,842,291     

‐                       1,409,330            1,409,330        
‐                       154,276               154,276           

(2,129)                 ‐                         (618,696)          
(2,129)                 1,563,606            944,910           

18,665,159$      1,563,875            23,787,201     
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STATE OF NEW MEXICO
PUBLIC REGULATION COMMISSION

Reconciliation of The Balance Sheet to The Statement of Net Position Governmental Funds
For the Year Ended June 30, 2017

Total fund balance governmental funds 944,910$               

Amounts reported for governmental activities in the 
Statement of Net Position are different because:

Capital assets (net of depreciation) used in governmental 
activities are not financial resources and, therefore, are not 
reported in the funds:

Governmental capital assets 8,529,660        
Accumulated depreciation (6,330,561)       

2,199,099              

Compensated absences are not due and payable in the 
current period and, therefore, are not reported in the funds (455,817)                

Net position of governmental activities 2,688,192$            

See Notes to the Financial Statements.

17



















NOTES TO FINANCIAL STATEMENTS 





















State of New Mexico Public Regulation Commission 

Notes to the Financial Statements 
For the year ended June 30, 2017 

 
 

35 

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Assigned Fund Balances 
In the governmental fund financial statements, assigned fund balances are reported when 
amounts are constrained by the government’s intent to be used for specific purposes, but are 
neither restricted nor committed. Intent can be expressed by (a) the governing body itself or (b) a 
body (a budget or finance committee, for example) or official to which the governing body has 
delegated the authority to assign amounts to be used for specific purposes. 
 
Unassigned Fund Balances 
In the governmental fund financial statements, unassigned fund balances are reported to reflect 
residual fund balance that has not been assigned to other funds and that has not been restricted, 
committed, or assigned to specific purposes within the General Fund.  
 
Generally, the Commission would first apply restricted or committed resources when an expense 
is incurred for purposes for which either restricted, committed or unassigned fund balances are 
available. 
 
The deficit unassigned fund balance in the Pipeline Safety Fee Fund (37700) is due to revenues 
not materializing as expected.  The deficit fund balance in the Fire Protection Fund (57800) was 
the result of prior year commitments exceeding the estimation determined as of June 30, 2016. 
 
10. Net Position 

The government-wide fund financial statements utilize a net position presentation. Net position is 
defined by GAAP as the residual of all assets, liabilities, deferred outflows of resources, and 
deferred inflows of resources for the Commission. Deferred inflows of resources for the year 
ended June 30, 2017, consist of fees collected for the subsequent fiscal year’s operations. The 
Commission had no deferred outflows of resources for the year ended June 30, 2017. Net 
position is categorized as net investment in capital assets, restricted, and unrestricted. 
 
Net Investment in Capital Assets – is intended to reflect the portion of net position which is 
associated with non-liquid, capital assets less outstanding capital asset related debt. The 
Commission did not have any related debt during the year ended June 30, 2017. 
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STATE OF NEW MEXICO
PUBLIC REGULATION COMMISSION

Combining Balance Sheet ‐ All Nonmajor Funds
June 30, 2017

 Fire Safer 
Cigarette and 

Fire 
Protection   Reproduction 

 Transportation 
Network 

 Firefighters 
Use Fee 

 Title 
Insurance 
Fund 

10890 47700 43150 09300 86000 Total
Assets
Interest in State Treasurer 
Investment Pool 586,919$       152,461          30,117                 583,532       269 1,353,298  
Due from Other Funds ‐                   1,815                ‐                       208,762       ‐            210,577     
Due from Other State Agencies ‐                   ‐                    ‐                       ‐                 ‐            ‐               
Due from Federal Agencies ‐                   ‐                    ‐                       ‐                 ‐            ‐               

Total Assets 586,919$       154,276          30,117                 792,294       269           1,563,875  

Liabilities
Accounts Payable ‐$                 ‐                    ‐                       ‐                 ‐            ‐               
Accrued Payroll ‐                   ‐                    ‐                       ‐                 269 269             
Due to Other Funds ‐                   ‐                    ‐                       ‐                 ‐            ‐               
Due to Other State Agencies ‐                   ‐                    ‐                       ‐                 ‐            ‐               
Due to State General Fund ‐                   ‐                    ‐                       ‐                 ‐            ‐               
Unearned Revenues ‐                   ‐                    ‐                       ‐                 ‐            ‐               

Total Liabilities ‐                   ‐                    ‐                       ‐                 269           269             

Fund Balance
Restricted 586,919          ‐                    30,117 792,294       ‐            1,409,330  
Committed ‐                   154,276          ‐                       ‐                 ‐            154,276     

Total Fund Balance 586,919          154,276          30,117                 792,294       ‐            1,563,606  
‐               

Total Liabilities and Fund Balance 586,919$       154,276          30,117                 792,294       269           1,563,875  

See Independent Auditor's Report.
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STATE OF NEW MEXICO
PUBLIC REGULATION COMMISSION

Combining Statement of Revenue, Expenditures and Changes in Fund Balance ‐ All Nonmajor Funds
For the Year Ended June 30, 2017

 Fire Safer 
Cigarette and 

Fire 
Protection   Reproduction 

 Transportation 
Network 

 Firefighters 
Use Fee 

 Title 
Insurance 
Fund 

10890 47700 43150 09300 86000 Total

Revenues
Other Fees & Taxes 44,000$         24,242             20,000                 82,410          ‐            170,652     
Interest income ‐                   ‐                     113                       ‐                 ‐            113             
Federal Grant Revenue ‐                   ‐                     ‐                       ‐                 ‐            ‐               

Total Revenue 44,000           24,242             20,113                 82,410          ‐            170,765     

Expenditures
Current:
Personal Services ‐                   ‐                     ‐                       ‐                 ‐            ‐               
Contractual Services ‐                   ‐                     ‐                       ‐                 ‐            ‐               
Other Costs ‐                   ‐                     ‐                       ‐                 ‐            ‐               

Capital Outlay ‐                   ‐                     ‐                       ‐                 ‐            ‐               
Total Expenditures ‐                   ‐                     ‐                       ‐                 ‐            ‐               

Excess (Deficiency) of 
Revenues over Expenditures 44,000           24,242             20,113                 82,410          ‐            170,765     

Other Financing Sources (Uses)
General Fund Appropriation ‐                   ‐                     ‐                       ‐                 ‐            ‐               
Other Financing Sources ‐                   ‐                     ‐                       ‐                 ‐            ‐               
Other Financing Uses ‐                   ‐                     ‐                       ‐                 ‐            ‐               
Intra‐Agency Transfers (178,344)        (48,185)            (462,238)      ‐            (688,767)    
Reversions ‐                   ‐                     ‐                       ‐                 ‐            ‐               

Total Other Financing Sources 
(Uses) (178,344)        (48,185)            ‐                       (462,238)      ‐            (688,767)    

Net Change in Fund Balance (134,344)        (23,943)            20,113                 (379,828)      ‐            (518,002)    

Fund Balance, Beginning 721,263         178,219           10,004                 1,172,122    ‐            2,081,608  

Fund Balance, Ending 586,919$       154,276           30,117                 792,294       ‐            1,563,606  

See Independent Auditor's Report.
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STATE OF NEW MEXICO
PUBLIC REGULATION COMMISSION

Combining Schedule of Changes in Assets and Liabilities ‐ Agency Funds
June 30, 2017

Balance Balance
June 30, 2016 Additions Deletions June 30, 2017

30500‐Qwest Performance Assurance Plan

ASSETS
Interest in State Treasurer Investment 
Pool ‐$                  ‐                  ‐                  ‐                       
Due from Other State Agencies ‐                     ‐                  ‐                  ‐                       
Other Receivables ‐                     ‐                  ‐                  ‐                       

TOTAL ASSETS ‐$                  ‐                  ‐                  ‐                       

LIABILITIES
Due to State General Fund ‐$                  ‐                  ‐                  ‐                       
Undistributed Receipts ‐                     ‐                  ‐                  ‐                       
Other Liabilities ‐                     ‐                  ‐                  ‐                       

TOTAL LIABILITIES ‐$                  ‐                  ‐                  ‐                       

50500‐Pipeline Fees Fund

ASSETS
Interest in State Treasurer Investment 
Pool ‐$                  136,560         136,560         ‐                       
Due from Other State Agencies ‐                     ‐                  ‐                  ‐                       
Other Receivables ‐                     ‐                  ‐                  ‐                       

TOTAL ASSETS ‐$                  136,560         136,560         ‐                       

LIABILITIES
Due to State General Fund ‐$                  136,560         136,560         ‐                       
Undistributed Receipts ‐                     ‐                  ‐                  ‐                       
Other Liabilities ‐                     ‐                  ‐                  ‐                       

TOTAL LIABILITIES ‐$                  136,560         136,560         ‐                       

See Independent Auditor's Report.
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SHARE
FUND TITLE IN OUT

General Fund (55000)

(1) 85300
Department of Finance and 
Administration 6,666,800$         ‐                      

(2) 85300
Department of Finance and 
Administration ‐                        599,756            

Fire Protection Grant (56900)

(3) 85300
Department of Finance and 
Administration ‐                        1,020,183         

(4) 89200 NM Economic Development ‐                        1,100,000         
(5) 87100 NM Spaceport Authority ‐                        1,200,000         

Fire Protection (57800)
(6) 60700 Public Employees Retirement Assoc. ‐                        750,000            

(7) 62000
Department of Finance and 
Administration ‐                        1,379                 

(2) 85300
Department of Finance and 
Administration ‐                        78,666,831       

Total governmental funds 6,666,800$         83,338,149       

(1) General Fund Appropriations ‐ Laws of 2016, Chapter 11, Section 4.
(2) Fiscal Year 2017 Reversions to the State General Fund.
(3) State Solvency ‐ Laws 2017, Chapter 1, Section 7.
(4) Border Authority Appropriation ‐ Laws of 2016, Chapter 81, Section 33.
(5) Space Port Authority Appropriation ‐ Laws of 2016, Chapter 11, Section 5.
(6) Volunteer Firefighters Retirement Act ‐ NMSA 10‐11A‐3.
(7) Transfer to DFA for Active Shooter Program.

See Independent Auditor's Report.
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Federal Grantor/
Pass‐Through Grantor/Program Title

CFDA 
Number

Grant Number or 
Passthrough Entity 

Number
 Federal 

Expenditures 

U.S. Department of Transportation
Pipeline Safety Program State Base Grant 20.700 DTPH5616GSBG29 258,324$         
Pipeline Safety Program State Base Grant 20.700 DTPH5616GSBL08 34,988             
Pipeline Safety Program State Base Grant 20.700 69A3801730029PSBG 271,147           
Pipeline Safety Program State Base Grant 20.700 69A3801730057PSBL 11,885             
Total Pipeline Safety Program 576,344           

State Damage Prevention Program Grants 20.720 DTPH5616SDP06 22,992             

PHMSA Pipeline Safety Program One Call Grant 20.721 DTPH5616GSOC18 36,747             

PHMSA Pipeline Safety Program One Call Grant 20.721 69A3801740018PSOC  60,000             
Total PHMSA Pipeline Safety Program 96,747             

Total U.S. Department of Transportation 696,083           

U.S. Department of Energy
Pass‐through Programs:
State of New Mexico, Energy, Minerals and 
Natural Resources Department:
Transport of Transuranic Wastes to the 
Waste Isolation Pilot Plant: States and Tribal 
Concerns, Proposed Solutions 81.106 DE‐FC29‐88AL53813 189,149           

Total Expenditures of Federal Awards 885,232$         

Note >1 Basis of Presentation
The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal grant 
activity of the Commission under programs of the federal government for the year ended june 30, 2017.  
The information in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 

requirements for Federal Awards  (Uniform Guidance).  Because the Schedule presents only a selected 
portion of the operations of the Commission, it is not intended to and does not present the financial 
position, changes in net assets, or cash flows of the Commission.
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For the Year Ended June 30, 2017

Federal Grantor/
Pass‐Through Grantor/Program Title

CFDA 
Number

Grant Number or 
Passthrough Entity 

Number
 Federal 

Expenditures 

Note >2 Summary of Significant Accounting Policies

Note >3 Indirect Cost Rate

See Independent Auditor's Report.

The accompanying Schedule of Expenditures of Federal Awards has been prepared on the
accrual basis of accounting.  Such expenditures are recognized following the cost principles contained in 
the Uniform Guidance, wherein certain types of expenditures are not allowable or are limited as to 
reimbursement.

The Commission has elected to use the 10‐percent de minimis indirect cost rate allowed under the Uniform 
Guidance.
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SIGNIFICANT DEFICIENCIES 

 

2017-001  ACCOUNTING OVER REVENUE AND RECEIPTS 
 
CONDITION 
In our audit work over the revenues and cash receipts of the Commission, we noted that the 
various divisions/bureaus within PRC maintain cash/check logs for amounts received from third 
parties.  However, the cash/check logs in use are not uniform.  PRC staff encountered some 
difficulty in retrieving the logs in use in certain bureaus because of employee turnover and 
because the logs were not kept in designated areas within the division/bureau. 
 
CRITERIA 
Good accounting and the Manual of Model Accounting Practices (MAPS), require that all monies 
received be documented either with pre-numbered receipt/deposit tickets or by entering them 
in a cash receipt log that specifies the amount and date of the receipt, the source of revenue, and 
account coding information. That information should be readily available. 
 
CAUSE 
The PRC divisions/bureaus develop and maintain their own cash logs. 
 
EFFECT 
Documentation maintained at PRC is not uniform. Access to records by Administrative Services 
Division (ASD) financial personnel is limited. 
 
RECOMMENDATION 
We recommend ASD accounting personnel develop a uniform cash receipts log for all divisions 
and bureaus within PRC to utilize.  The logs should be kept on the PRC server where ASD 
personnel can gain access for the purpose of confirming receipts received for deposit and for 
audit support.  This process will also assist division/bureau employees in accessing the logs when 
there is employee turnover or absence. 
 
VIEWS OF REPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTION 
The Agency agrees with the recommendation.  ASD Financial Management Bureau has begun the 
process of developing a uniform cash receipts log for all divisions and bureaus within the PRC.   
This will be completed by the end of this calendar year. The Commission’s Interim CFO is 
responsible for ensuring completion of this task.  When completed, a log and will be placed on 
the Agency’s intranet, for use by all staff who receive money from third parties.  
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SIGNIFICANT DEFICIENCIES 

 
2017-002  NON-MAJOR GRANT REVENUE BILLINGS 
 
CONDITION 
The Commission receives reimbursement from the New Mexico Energy, Minerals, and Natural 
Resources Department for expenditures incurred regarding the WIPP Emergency Response 
Capability grant.  The grant reimburses the Commission for timely reimbursement requests.  The 
Commission did not capture all expenditures eligible for reimbursement at the end of the current 
fiscal year and it was unable to recover $14,471.03 in eligible costs.  In addition, the Commission 
was not paid a revenue billing submitted and recorded in fiscal year 2016 in the amount of 
$8,074.95 because the request for reimbursement was not timely filed. 
 
CRITERIA 
Requests for reimbursement of costs from grants and contracts should be complete and timely 
filed with funding sources to assist the Commission in recovering expenditures incurred in 
conducting public safety activities. 
 
CAUSE 
Reports generated for billing did not capture all eligible expenditures in the initial request for 
reimbursement.  When the omission was discovered, the period for timely filing and eligibility 
for reimbursement had passed. 
 
EFFECT 
Other funding sources are used to cover expenditures that could have been recovered through 
grant funding. 
 
RECOMMENDATION 
The Commission needs to review the procedures in place and modify them to ensure that all 
costs eligible for reimbursement are captured and billed to the grantor in a timely manner. 
 
VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTION 
The Commission agrees with the recommendation and will run accurate financial reports to 
capture all expenses for each billing cycle.  As of October 12, 2017, the SHARE Financial System 
has been upgraded which should enable the Commission to run accurate reports for billing 
purposes.  The Commission’s Interim CFO and Financial Staff Manager are responsible for 
ensuring completion of this task.   
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SIGNIFICANT DEFICIENCIES and NONCOMPLIANCE 

 
2017-003 CAPITAL ASSETS (Other Noncompliance) 
 
CONDITION 
The Commission did not conduct a physical inventory of capital assets for the fiscal year ended 
June 30, 2017.  The last inspection of capital assets was conducted on June 24, 2016.  In addition, 
our audit work revealed that the Commission did not include in capital assets the cost of 
installation of a water tank at the Firefighter Training Academy.  The cost of the installation was 
$27,315.23.   
 
CRITERIA 
The Audit Act (12-6-10 NMSA 1978) requires agencies to conduct an annual physical inventory of 
movable chattels and equipment on the inventory list at the end of each fiscal year.  The agency 
shall certify the correctness of the inventory after the physical inventory. 
 
The Audit Act also requires agencies to capitalize assets whose cost exceeds $5,000.  
 
CAUSE 
The Commission utilizes a service entity to maintain its inventory list.  The service entity does not 
conduct a physical inspection every year unless requested by the Commission.  The cost of the 
installation was coded to contractual services. 
 
EFFECT 
Certain movable chattels and equipment on the inventory list could be misplaced, lost, or stolen 
without the knowledge of the Commission when an annual inventory is not conducted.  In 
addition, the capital asset inventory will not reflect proper balances for items on hand at year 
end. 
 
RECOMMENDATION 
The Commission should establish a capital asset inventory manager to ensure that a physical 
inventory is conducted each year by either coordinating with the service entity or conducting the 
physical inventory utilizing Commission staff.  All costs associated with placing an asset into 
service should be capitalized. 
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VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTION  
The Agency agrees with the recommendation and will establish a capital asset inventory team 
within the Commission.  The team will have key responsibilities with regard to capital asset 
management, and will train divisions and bureaus within the agency on accurate record keeping 
in order to comply with our statutory requirements.   The team will conduct a physical inventory 
of all capital assets prior to fiscal year end in compliance to the Audit Act.  The Commission’s 
Interim CFO is responsible for ensuring completion of this task.   
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NONCOMPLIANCE 

 

2017‐004  STATE VEHICLE USE AND REPORTING 

 

CONDITION 

The Commission has not issued Form 1099‐Misc to employees driving a state vehicle to report 

the value of the personal use when the state vehicle is used for commuting from the domicile to 

the post of duty as required by the Commission’s policy #20, Operation of State Vehicles.  The 

Commission has authorized take home vehicles for the five (5) Public Regulation Commissioners, 

State Fire Marshal’s Office Investigations Bureau, State Fire Marshal’s Code Enforcement Bureau, 

State Fire Marshal, and Transportation Division Pipeline Safety Bureau (certain staff).  This matter 

affects IRS reporting requirements for prior years as well. 

 

CRITERIA 

The  Commission’s  Policy  #20  –  Operation  of  State  Vehicles,  Section  IV  13,  requires  that 

employees  assigned  a  state  vehicle maintain  a  log  of  the  number  of miles  driven  annually 

between work and the employee’s residence.  The policy also requires that a Form 1099‐Misc be 

issued to the employee each calendar year for the value of the personal use of the state vehicle.  

 

CAUSE 

Policy has not been enforced. 

 

EFFECT 

The Commission is not complying with Internal Revenue Service reporting requirements and its 

own policy.  

 

RECOMMENDATION 

The Commission needs to enforce its policy on state vehicle use for employees that use a state 

vehicle on a non‐temporary basis. The reporting needs to be coordinated with the Department 

of Finance & Administration (DFA) so that Form 1099‐Misc is issued to the employees affected 

each calendar year. 
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VIEW OF RESPONSIBLE OFFICIALS AND ACTION PLAN 
As of March 13, 2017, the Commission and Chief of Staff have implemented a corrective 
operational plan that prohibits the use of state vehicles for commuting to an employee’s post of 
duty with the exception of on-call employees and commissioners. The Commission’s Human 
Resources Staff, along with the Chief of Staff, will coordinate with DFA to comply with 
Commission’s Policy No. 20 which requires employees utilizing take home vehicles to report 
annual miles driven between the employee’s home and post of duty and the issuance of either a 
Form 1099-Misc. or a W-2 reflecting the value of the use of a state vehicle for such purpose. 
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OTHER MATTERS 
 
2017-005 COMMISSION OPERATIONS 
 
CONDITION 
The Commission has operated under budget constraints for several years and currently has 
vacancies in critical staff positions.  The Commission has not employed an Administrative Services 
Division (ASD) director for approximately two years and currently does not employ a State Fire 
Marshal.  The Commission’s Chief of Staff is acting as both State Fire Marshal and Chief Financial 
Officer.  During our audit, we found that there are also vacancies in the Utilities and Pipeline 
Safety Bureaus that utilize code and other inspectors. 
 
The Legislature also passed House Bill 4 that requires any cash balances in the Fire Protection 
Fund and Fire Protection Grant Fund at June 30, 2017 be transferred to the State General Fund.  
The total amount transferred from these funds as of June 30, 2017 was approximately 
$104,000,000.  These sources not only partially fund the operations of the Commission, but 
provide critical funding to fire districts around the State. 
 
CRITERIA 
The Commission’s core mission is to protect the public interest.  In addition, the Commission has 
responsibility for regulating public utilities, including electric, natural gas and water companies; 
transportation companies, including common and contract carriers; transmission and pipeline 
companies, including telephone, telegraph, and information transmission companies; and other 
public service companies.  The Commission promotes public safety through the offices of State 
Fire Marshal, the Firefighter Training Academy, and Pipeline Safety Bureau.  
 
CAUSE 
Limited resources have been allocated to the Commission. The Commission faces challenges in 
filling vacancies in these areas because of non-competitive compensation that limits the ability 
to hire and retain professionals with the education and specific experience needed to maintain 
staff workload.   
 
EFFECT 
The condition makes it more difficult for the Commission to meet its regulatory mission. 
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RECOMMENDATION 
The Commission needs to conduct a thorough evaluation of its condition and implement the 
necessary changes in order to ensure that it is properly funded and staffed to ensure it meets its 
stated mission.  
 
VIEWS OF RESPONSIBLE OFFICIALS AND PLANNED CORRECTIVE ACTION 
After an evaluation, the Agency believes that currently allocated resources are insufficient to meet its 
regulatory mission.  The Agency received a budget reduction in the FY 2017 of 5.5% in keeping with other 
state agencies. The reduction affected the program areas in P611 (Utilities, Transportation, Legal, Office 
of General Counsel, and Commissioner offices) and P613 Program Support.  In FY 2018, the Agency asked 
for, but did not receive, an increase from the General Fund in the amount of $480,000 as the funds were 
an operating transfer to P613 for FY17 Operating budget. These funds were taken from the Firefighter 
Use Feed Fund and these funds were no longer available to support the transfer. 
 
On July 1, 2017 (FY2018), the PRC began with a negative operating budget. This situation has created 
difficulties within the Agency as funds have been moved between programs to keep the agency operating 
in the positive with respect to salaries and benefits. 
 
As positions are vacated, we have not filled these positions, in many cases, for extended pay periods. The 
PRC’s operating budget request for FY 2019, if funded, would contain sufficient funds to hire an 
Administrative Services Director. 
 
PRC resources and uncompetitive compensation scale have been insufficient to successfully recruit a 
licensed Senior Electrical Engineer who could provide technical and economic analysis with respect to new 
rate increases.  Additionally, the PRC requires two additional staff lawyers that can serve in an advocacy 
role when evaluating utility cases. 
 
Overall, the PRC Utility Division, P611 Program, has a 17.72 % vacancy rate.  Just over half of the vacant 
PRC positions reside in this area.  The salaries and benefits required to fill these positions at midpoint is 
approximately $900,000.  The Legislature has expressed concerns that economic impact and job losses be 
taken into account when providing utility case analysis.  However, the expertise and resources necessary 
to assess and quantify these specific types of issues do not currently exist at the PRC.  In order for the 
required analysis and filing of testimony occur, the PRC would need to have the requisite budget to hire 
an additional two staff members, particularly in the areas of economics and tax accounting.  Without this 
internal expertise, the records developed in cases before the PRC would lack the type of data and 
evidence, presented by independent Staff experts, that is necessary for the PRC to consider these impacts. 
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In the absence of such internal personnel, the PRC could attempt to retain highly proficient expertise 
through contractual services.  However, this in itself may present challenges, as many who are qualified 
have held previous employment with an Investor Owned Utility (IOU) and may thus be subject to conflicts 
of interest.  Another challenge remains from a funding perspective, as the Legislature has provided little 
in the Contractual Services category.  For example, in FY 2018 less was appropriated that the prior fiscal 
year.  This programmed amount does not represent a serious commitment to the effective use of 
consultants retained for matters requiring highly specialized expertise. 
 
In addition to the requisite staffing, the PRC does not currently have the software tools and budget to 
address these concerns.  In particular, the PRC requires access to software necessary to either validate or 
challenge expert testimony provided by the utilities.  In order to begin meeting these obligations the PRC 
would have to purchase and train Staff on the following software: 
 
Strategist – This is a widely accepted and utilized production costing and resource planning model 
software that allows utilities to evaluate the impact of generation resources.  Strategist is used to estimate 
the costs of various resource expansion plans, to evaluate specific capacity requirements and measure 
the potential risks of new environmental legislation and other policy scenarios.  Strategist has been used 
for many years by utilities, consultants, and state public utility commissions to evaluate a variety of long-
term resource planning issues. All the IOUs in the state use this model.  This software is not limited to rate 
cases, but also includes IRP and Renewable Portfolio Standard (RPS) proceedings. 
 
Cost of Service Software (“COSS”) – Cost of Service Studies are among the basic tools of ratemaking.  The 
primary objective of a cost of service analysis is to identify the cost of providing service to each rate class 
as a function of load and service characteristics.  All electric utilities in the state use some form of Cost of 
Service Software to justify an overall rate increase and the rate increases to each rate class.  The PRC 
currently does not have the capability to effectively and, more importantly, independently evaluate an 
electric utilities rate increase without having to depend on the study conducted by the utility. 
 
 SUMMARY 
Budget allowing, the Commission hopes to have the ASD/CFO position filled by the beginning of FY 19.  
The Commission’s Chief of Staff is responsible for implementing this Corrective Action Plan. 
 
The agency is also actively pursuing the hiring process for a State Fire Marshall. We are hopeful that the 
process will be finalized in the December 2017/January 2018 time frame.  The Commission’s Chief of Staff 
is responsible for implementing this Corrective Action Plan. 
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No matters noted. 
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Exit Conference 
June 30, 2017  

 
 
 
An exit conference was held in a closed session on November 1, 2017. In attendance were the 
following: 
 
 
 
Representing the State of New Mexico Public Regulation Commission: 

Sandy Jones, Chair 
Patrick H. Lyons, Commissioner 
Ernest Archuleta, Chief of Staff 
Donald Martinez, ASD - Financial Manager 

 
 
Representing Zlotnick, Laws & Sandoval, P.C.: 

Richard Sandoval, CPA 
Ban Trinh, CPA 

 
 
 
Financial Statements 
The accompanying financial statements of the Commission have been prepared by Zlotnick, Laws 
& Sandoval, P.C., the Commission’s independent public auditors; however, the financial 
statements are the responsibility of management. 
 




