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INDEPENDENT AUDITOR’S REPORT

Hector H. Balderas

New Mexico State Auditor

The Council of New Mexico Developmental Disabilities Planning Council
Albuquerque, New Mexico

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the budgetary comparisons for the general fund of the New Mexico Developmental
Disabilities Planning Council (the “Council”), as of and for the year ended June 30, 2014, and the related
notes to the financial statements which collectively comprise the Council’s basic financial statements 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.

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.
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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 and each major fund for the Council, as of
June 30, 2014, and the respective changes in financial position and the respective budgetary
comparisons for the general fund 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 2, the financial statements of the Council are intended to present the financial
position and changes in financial position of only that portion of governmental activities, the major fund,
and all respective budgetary comparisons of the State of New Mexico that is attributable to the
transactions of the Council. They do not purport to, and do not present fairly the financial position of the
entire State of New Mexico as of June 30, 2014, and the changes in financial position for the year then
ended, in conformity with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Management has omitted Management’s Discussion and Analysis that accounting principles generally
accepted in the United States of America requires to be presented to supplement the basic financial
statements. Such missing 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. Our opinion on the basic financial statements is not affected by this missing
information.

Other Information

Our audit was conducted for the purpose of forming opinions on the Council’s financial statements and
budgetary comparison. The schedule of expenditures of federal awards as required by Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and the other schedules required by 2.2.2.NMAC are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The schedule of expenditures of federal awards and other schedules required by 2.2.2 NMAC are the
responsibility of management and were derived from and relate directly to the underlying accounting
and other records used to prepare the basic financial statements.

4
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Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with the auditing standards generally accepted in the United States of America. In our
opinion, the schedule of expenditures and other schedules requires by 2.2.2 NMAC are fairly stated, in
all material respects, in relation to the basic financial statements as a whole.

The individual program budget-to-actual comparisons (pages 38-39) have not been subjected to the
auditing procedures applied in the audit of the basic financial statements, and accordingly, we do not
express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 12,
2014 on our consideration of the Council’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Council’s internal
control over financial reporting and compliance.

Axiom CPAs and Business Advisors, LLC
Albuguerque, New Mexico
December 12, 2014
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STATE OF NEW MEXICO Exhibit A-1
DEVELOPMENTAL DISABILITIES PLANNING COUNCIL

STATEMENT OF NET POSITION
JUNE 30, 2014
Governmental
Activities
ASSETS
Current:
Investment on deposit with state treasurer S 1,017,656
Due from other state agencies 459,478
Grants receivable 119,439
Total current assets 1,596,573
Noncurrent assets:
Capital assets 67,665
Less: accumulated depreciation (67,665)
Total noncurrent assets -
Total assets 1,596,573
LIABILITIES
Current liabilities:
Accounts payable 525,400
Accrued payroll liabilities 19,759
Due to state general fund-reversion 305,010
Current portion of compensated absences 24,841
Total current liabilities 875,010
Total Liabilities 875,010
Net position:
Restricted for special appropriation -
Restricted for supplemental appropriation -
Restricted for guardianship program 746,404
Unrestricted (24,841)
Total net position S 721,563

See Notes to Financial Statements
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2014

Exhibit A-2

Net (Expenses)
Revenues and

Program Revenues Changes in
Operating Capital Net Position
Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Primary government:
Governmental activities:
Planning & administration S 1,146,479 - 516,061 - (630,418)
Office of guardianship 3,966,900 478,884 - - (3,488,016)
Office of guardianship-
supplemental appropriations 77,553 - - - (77,553)
Total primary government S 5,190,932 478,884 516,061 - (4,195,987)

See Notes to Financial Statements

General Revenues and Transfers

State general fund appropriation

Supplemental appropriation

Miscellaneous revenue
Reversion to state general fund

Total general revenues and transfers

Change in net position

Beginning net position

Ending net position

4,837,600
164,000
10,950
(204,652)

4,807,898

611,911

109,652

S 721,563
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
BALANCE SHEET

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2014

ASSETS

Current:
Investment on deposit with the state treasurer
Due form other state agencies

Grants receivable

Total current assets

LIABILITIES AND FUND BALANCE
Current liabilities:
Accounts payable
Accrued payroll liabilities
Due to state general fund-reversion
Total current liabilities
Fund Balance:
Restricted for Office of the Guardianship program
Restricted - special appropriation
Restricted - supplemental appropriation

Total fund balance

Total liabilities and fund balance

See Notes to Financial Statements

Exhibit B-1
(Page 1 of 2)

General
Fund

1,017,656
459,478
119,439

1,596,573

525,400
19,759
305,010

850,169

746,404

746,404

1,596,573
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STATE OF NEW MEXICO
DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
GOVERNMENTAL FUNDS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE STATEMENT OF NET POSITION
FOR THE YEAR ENDED JUNE 30, 2014

Exhibit B-1
(Page 2 of 2)

Amounts reported for governmental activities in the statement of
net position are different because:

Fund balances - total governmental funds S 746,404

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds.

Capital Assets 67,665

Accumulated depreciation (67,665)
Total capital assets

Other long-term assets are not available to pay for current-period
expenditures and therefore, are deferred in the funds:

Long-term liabilities, are not due and payable in
the current period and therefore are not reported in the funds:

Compensated absences (24,841)

Total net position S 721,563

See Notes to Financial Statements
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STATE OF NEW MEXICO
DEVELOPMENTAL DISABILITIES PLANNING COUNCIL

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

Revenues:
Federal grants
Intra state federal-Medicaid
Miscellaneous

Total revenues

Expenditures:

Planning and administration

Office of guardianship

Office of guardianship - supplemental appropriation
Total expenditures

Deficiency of revenus over expenditures
Other financing sources (uses):
Operating transfers in
State appropriation - regular
Supplemental appropriation
Reversions to the state general fund
Total other financing sources (uses)
Net change in fund balance

Fund balance - beginning of year

Fund balance - end of year

See Notes to Financial Statements

11

Exhibit B-2
(Page 1 of 2)

General
Fund

516,061
478,884
10,950

1,005,895

1,156,286
3,966,900
77,553

5,200,739

(4,194,844)

4,837,600
164,000
(204,652)

4,796,948

602,104

144,300

746,404
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STATE OF NEW MEXICO Exhibit B-2
DEVELOPMENTAL DISABILITIES PLANNING COUNCIL (Page 2 of 2)
RECONCILIATION OF THE STATEMENT OF REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCE OF GOVERNMENTAL

FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2014

Amounts reported for governmental activities in the statement of activities
are different because:

Net change in fund balances - total governmental funds S 602,104

Expenses recognized in the statement of activities.
Not reported in governmental funds

Decrease in accrued compensated absences 9,807

Change in net position S 611,911

See Notes to Financial Statements

12
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL

GENERAL FUND
STATEMENT OF REVENUES AND EXPENDITURES

BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)

FOR THE YEAR ENDED JUNE 30, 2014

Exhibit C-1

Variance with

Budgeted Amounts Final Budget-
Actual Positive
Original Final Amounts (Negative)
Revenues:
General fund appropriation S 4,830,800 4,830,500 4,837,600 7,100
Federal grants 509,500 509,500 516,061 6,561
Intra state federal-Medicaid 535,000 535,000 478,884 (56,116)
Supplemental appropriation - 164,000 164,000 -
Miscellaneous revenue 6,800 6,800 10,949 4,149
Total revenues 5,882,100 6,045,800 6,007,494 (38,306)
Fund Balance:
Prior year non-revertig fund balance 144,300 746,404
Total budgeted revenues and fund balance $ 6,026,400 6,792,204
Expenditures:
Current
Personal services &
employee benefits S 973,300 973,300 794,527 178,773
Contractual services 4,460,400 4,460,400 3,964,011 496,389
Contractual services-
supplemental appropriation - 164,000 77,553 86,447
Other costs 448,400 448,400 364,648 83,752
Total expenditures S 5,882,100 6,046,100 5,200,739 845,361

See Notes to Financial Statements

13
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 1. NATURE OF ORGANIZATION

The State of New Mexico Developmental Disabilities Planning Council was created by the Thirty-ninth
Legislature, First Session Laws of 1989 Chapter 92.

The purpose of the Council is to:

Act as a planning and coordinating body for persons with developmental disabilities;

e Provide statewide systems advocacy for populations with developmental disabilities;

e  Work with appropriate state agencies to develop the developmental disabilities three-year plan
as required by the Federal Developmental Disabilities Assistance and Bill of Rights Act;

e Monitor and evaluate the implementation of the state developmental disabilities plan;

e To the maximum extent feasible, review and comment on all state plans which relate to
programs affecting persons with developmental disabilities;

e Submit to the Secretary of the United States Department of Health and Human Services through
the Developmental Disabilities Planning Council such periodic reports as the Secretary may
request;

e Advise the Governor and the Legislature about the needs of the developmentally disabled; and

e Any other activities authorized or required by the provisions of the Federal Developmental
Disabilities Assistance and Bill of Rights Acts.

The Council is authorized to:

e Award grants and enter into contracts to carry out duties; and

e Seek funding from sources other than the State.

The thirty members of the Council are appointed by the Governor of the State of New Mexico and serve
one, two, and three year terms.

The Council has decision-making authority, the power to designate management, the responsibility to
significantly influence operations, and is primarily accountable for fiscal matters.

15



STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Developmental Disabilities Planning Council (the “Council”) have been
prepared in conformity with accounting principles generally accepted in the United States of America
(GAAP) as applied to governmental units. The Governmental Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental accounting and financial reporting
principles. The GASB periodically updates its codification of the existing Governmental Accounting and
Financial Reporting Standards which, along with subsequent GASB pronouncements (Statements and
Interpretations), constitutes GAAP for governmental units. A summary of the Council’s more significant
accounting policies are described below.

A. Financial Reporting Entity

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

The basic-but not the only-criterion for including a potential component unit within the reporting entity
is the governing body’s ability to exercise oversight responsibility. The most significant manifestation of
this ability is financial interdependency. Other manifestations of the ability to exercise oversight
responsibility include, but are not limited to, the selection of governing authority, the designation of
management, the ability to significantly influence operations, and accountability for fiscal matters. A
second criterion used in evaluating potential component units is the scope of public service. Application
of this criterion involves considering whether the activity benefits the government and/or its citizens.

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

The Council is a department of the primary government, the State of New Mexico. These financial
statements present the financial position and results of operations of only those Statewide Human
Resources Accounting and Management Reporting System (SHARE) funds for which the Developmental
Disabilities Planning Council has oversight responsibility.

Based upon the application of these criteria, the Council has no component units, and is a component
unit of the State of New Mexico.

The Council has decision making authority, the power to designate management, the responsibility to
significantly influence operations and primary accountability for fiscal matters.

16



STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Government-wide and Fund Financial Statements

In the government-wide financial statements, the statement of net position, and the statement of
activities, report information on all of the non-fiduciary activities of an agency. The Council does not
have any fiduciary activities. As the Council is comprised of only one fund, there are no Interfund
transactions that need to be eliminated from the statement of net position. The Council does not have
any business-type activities, therefore, only governmental activities are shown. Governmental activities
are normally supported by taxes and intergovernmental revenues (including appropriations).

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes, appropriations and other items not properly
included among program revenues are reported instead as general revenues.

The Fund financial statements, the balance sheet and the statements of revenues, expenditures, and
changes in fund balances, are presented to report additional and detailed information about the
Council. The Council has only one type of fund financial statement, a governmental fund; and is has only
one type of governmental fund, the general fund, which is presented as a major fund. The general fund
is the Council operating fund. It includes all the financial transactions conducted to fulfill the general
government function of assisting those persons with Developmental Disabilities. It accounts for all
financial resources of the Council.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The accounting and financial reporting treatment is determined by the applicable measurement focus
and basis of accounting. Measurement focus indicates the type of resources being measured such as
current financial resources or economic resources. The basis of accounting indicates the timing of
transactions or events for recognition in the financial statements.

The government-wide statements are prepared using the “economic resources” measurement focus and
the accrual basis of accounting. In exchange transactions, revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. In non-
exchange transactions, revenues and expenses are recognized in accordance with the requirements of
GASB Statement No. 33, Accounting and Financial Reporting for Nonexchange transactions, as amended.
Program revenues consist of fees charged for services provided to the State of New Mexico Department
of Health and Human Services by the Council. Capital assets are reported at historical cost and
depreciated over their estimated useful lives.

17



STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

Depreciation expense is reported in the statement of activities. Grant revenue is recorded when all
applicable eligibility or reimbursement requirements are met.

The governmental fund financial statements are presented on the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the Council considers revenues to be available if they are collected within 60 days of
the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as
under accrual accounting. However, expenditures related to compensated absences and claims and
judgments are recorded only when payment is due. General capital asset acquisitions are reported as
expenditures in the governmental fund. Only the portion of current compensated absences related to
payments due to retired or terminated employees as of June 30, 2014, but not paid until after the end
of the fiscal year, is included in the fund financial statements.

This presentation is deemed appropriate to (a) demonstrate legal compliance, (b) demonstrate the
source and use of liquid resources, and (c) demonstrate how the Council’s actual experience conforms
to the budget and fiscal plan. Since the governmental fund statements are presented on a different
measurement focus and basis of accounting than the government-wide statements, reconciliation is
presented on the page following each fund statement, which briefly explains the adjustment necessary
to transform the fund based financial statements into the government-wide presentation.

The accounts of the Council are organized on a fund basis, each of which is considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, fund equity, revenues and expenditures, or expenses as
appropriate. Government resources are allocated to and accounted for in individual funds based upon
the purposes for which spending activities are controlled. The following fund types are used by the
Council:

General Funds (SHARE Fund 07900): The General Fund is the general operating fund of the
Council. It is used to account for all financial resources except those required to be accounted
for in another fund. The General Fund is composed of three programs:

e DDPC Planning and Administration (P727) — reverting

e Brain Injury Advisory Council (P728) —reverting
e Office of Guardianship (P737)-non reverting (see note 10 page 28)
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Assets, Liabilities, and Net Position or Equity

Investments: Council investments are deposited in the New Mexico State Treasurer’s General Fund
Investment Pool (GFIP).

Receivables and Payables between SHARE Accounts: Any amounts “due to/from other state agencies”
shown in the general fund reflect outstanding balances of receivables and payable between the Council
and other departments of the State of New Mexico. Amounts shown as “Due to the State General
Fund” generally reflect reversions for unexpended unencumbered appropriations that must be paid to
the State General Fund.

Capital Assets: Capital assets of the Council include furniture and fixtures, information technology
equipment (computers and peripherals, all equipment related to electronic communications), and
vehicles. General capital assets are not capitalized in the funds used to acquire or construct them.
Instead, capital acquisition and construction are reflected as capital outlay expenditures in
governmental funds. All purchased fixed assets are valued at cost where historical records are available
and at an estimated historical cost where no historical records exist. Donated fixed assets are valued at
their estimated fair market value on the date received. Capital assets with a value exceeding $5,000 are
capitalized in accordance with Section 12-6-10 NMSA 1978 and depreciated. Under this law, items in the
capital assets inventory that do not meet the new capitalization threshold continue to be depreciated in
future periods until they are fully depreciated. The costs of normal maintenance and repairs that do not
add to the value of the asset or materially extend asset lives are not capitalized. The Council has no
public domain or infrastructure assets. The Council does not undertake major capital projects involving
interest costs during the construction phase. There is no debt related to the Council’s capital assets.

Depreciation is provided over assets' estimated useful lives using the straight-line method of
depreciation and zero salvage value. The range of estimated useful lives by type of asset is as follows:

Equipment, furniture and
Fixtures 5-10 years

Vehicles 5 years

Reversions: The portion of the Guardianship program appropriations and supplemental appropriations
are non-reverting. All other appropriations including special and supplemental are reverting as of June
30, 2014 and revert to the State General Fund by September 30, 2014, in accordance with Section 6-5-
10, NMSA 1978. The reversion amount for the current fiscal year is show as an “Other Financing Use” in
the Statement of Revenues, Expenditures, and Changes in Fund Balance, and as a reduction of the State
General Fund appropriation in the Statement of Activities.
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Assets, Liabilities, and Net Position or Equity (Continued)

Deferred Outflow/Inflows of Resources: In addition to assets, the Statement of Financial Position will
sometimes report a separate section for deferred outflows of resources, represents a consumption of
net position that applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The Council did not have any items that qualified for reporting in this
category as of June 30, 2014.

In addition to liabilities, the State of Financial Position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period and so will not be recognized as
an inflow of resources (revenue) until that time. The Council did not have any items that were required
to be reported in this category as of June 30, 2014.

Compensated Absences: The Council's policy regarding annual leave permits employees to accumulate
earned but unused annual leave. The liability for these compensated absences is recorded as a current
liability in the government-wide statements. In the fund financial statements, governmental funds
report only the compensated absences liability payable from expendable available financial resources.

Net Position or Fund Equity: In the government-wide financial statements, fund equity is classified as
net position and is displayed in three components:

Net Investment in Capital Assets: Consists of capital assets net of accumulated depreciation and
reduced by any outstanding debt. The Council has no outstanding debt relating to capital assets.

Restricted Net Position: Consists of assets with constraints placed on their use either by (1)
external groups such as creditors, grantors, contributors or laws or regulations of other
governments: or (2) law through constitutional provisions or enabling legislation.

Unrestricted Net Position: All other net assets that do not meet the definition of "restricted" or
"invested in capital assets, net of related debt". The deficit reflected in the statement is caused
primarily by federal grants receivable and accrued compensated absences at year end that have
not been funded.

Governmental fund equity is classified as fund balance. Fund balance is further classified as

nonspendable, restricted, committed, assigned or unassigned depending on the constraints that control
how the Council can spend the amounts.
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Assets, Liabilities, and Net Position or Equity (Continued)
In the fund financial statements, governmental funds can report fund balances as:

Nonspendable: Amounts that are not in spendable form (such as inventory) or are required to
be maintained intact;

Restricted: Amounts constrained to specific purposes by their providers (such as grantors,
bondholders, and higher levels of government), through constitutional provisions, or by
enabling legislation.

Committed: Amounts constrained to specific purposes by a government itself, using its highest
level of decision making authority; to be reported as committed, amounts cannot be used for
any other purpose unless the government takes the same highest level of action to remove or
change the constraint;

Assigned: Amounts a government intends to use for a specific purpose; intent can be expressed
by the governing body or by an official or body to which the governing body delegates the
authority;

Unassigned: Amounts that are available for any purpose; positive amounts are reported only in
the general fund.

E. Budgetary Procedures and Budgetary Accounting

The State Legislature makes annual appropriations to the Council. Legal compliance is monitored
through the establishment of a budget and a financial control system which permits a budget to actual
expenditure comparison. Expenditures may not legally exceed appropriations for each budget at the
category level.

Budgeted category amounts may be amended upon approval from the Budget Division of the State of
New Mexico Department of Finance and Administration within the limitations as specified in the
General Appropriation Act. The budget amounts shown in the financial statements are the final
authorized amounts as legally revised during the year.

The council follows these procedures in establishing the budgetary data reflected in the financial
statements:

1. No later than September 1, the Council submits to the Legislative Finance Committee (LFC), and
the Budget Division of the Department of Finance and Administration (DFA), an appropriation
request for the fiscal year commencing the following July 1. The appropriation request includes
proposed expenditures and the means of financing them.
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Budgetary Procedures and Budgetary Accounting (Continued)

2. Budget hearings are scheduled before the New Mexico House Appropriations and Senate
Finance Committees. The final outcome of those hearings is incorporated into the State's
General Appropriation Act.

3. The Act is signed into Law by the Governor of the State of New Mexico within the legally
prescribed time limit, at which time the approved budget becomes a legally binding document.

4. According to subsection M of Section 3 of the General Appropriation Act of 2012 “for the
purpose of administering the General Appropriation Act of 2012, the State of New Mexico shall
follow the modified accrual basis of accounting for governmental funds in accordance with the
manual of model accounting practices issued by the department of finance and administration.”
Pursuant to Section 2.2.2.12(A)(3) NMAC, the only exception would be an amount payable at
June 30, 2014, that did not get paid by the statutory deadline after the end of the fiscal year.
The cash to pay such a payable is reverted to the State General Fund on September 30, 2014,
creating a negative fund balance. Such payables must be paid out of the following year’s budget
after a request to pay prior year bills out of the current year budget has been approved by the
DFA.

5. The Council submits, not later than May 1, to DFA an annual operating budget by appropriation
unit and object code based upon the appropriation made by the Legislature. The DFA-Budget
Division reviews and approves the opening budget which becomes effective on July 1. All
subsequent budgetary adjustment must be approved by the Director of the DFA-Budget Division
and the LFC.

6. The legal level of budgetary control is at the appropriation program level (P-Code level).
Subsection C of Section 9 of the General Appropriations Act of 2012, allows all agencies to
request category transfers among personnel services and employees benefits, contractual
services and other. Budget Adjustment Requests (BARs) are approved by the DFA Budget
Division.

7. Formal budgetary integration is employed as a management control device during the fiscal year
for the General Fund.

8. Single-year appropriations lapse at the end of the fiscal year. Accounts payable amounts related
to good and services received by June 30" that were paid within the 31 day statutory period are
accrued as accounts payable in the budget basis expenditures. Accounts payable that were not
paid within the 31 day statutory time period that require a request for approval to pay prior
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Budgetary Procedures and Budgetary Accounting (Continued)

year bills with current year funds, are paid out of the next year’s budget. Appropriations lapse
at the end of the fiscal year except for those amounts designated for multi-year use.

9. The Council's budget for the fiscal year ending June 30, 2014 was amended in a legally
permissible manner by increasing or reallocating appropriation unit totals as the need arose
during the fiscal year. Individual amendments were not material in relation to the original
budget.

In accordance with the requirements of Section 2.2.2.10.A(2)(b) NMAC, Requirements for Contracting
and Conducting Audits of Agencies, and the allowance made by GASB Statement No. 34 footnote 53, the
budgetary comparison statement has been included as part of the basic financial statements.

F. Compensated Absences

Vacation and sick leave earned and not taken is cumulative; however, upon termination of employment,
sick pay for such leave hours accumulated up to 600 hours is forfeited, and vacation pay is limited to
payment for 240 hours. Vacation leave up to the maximum of 240 hours is payable upon separation
from service at the employee's current hourly rate. Sick leave is payable semiannually to qualified
employees for hours accumulated above 600 hours at a rate equal to 50 percent of their hourly rate, not
to exceed 120 hours each semiannual period.

Upon retirement, payment for sick leave is limited to 400 hours accumulated in excess of 600 hours at
the 50 percent hourly rate. Accrued vacation and sick leave pay expected to be liquidated with current
financial resources, if any, is recorded as a liability and as expenditure in the General Fund.

Qualified employees accumulate annual leave to a maximum of 240 hours as follows:

Years of Service Hours Earned per Pay Period
Less than 3 years 3.08 hours
3 but less than 7 years 3.69 hours
7 but less than 11 years 4.61 hours
11 but less than 15 years 5.54 hours
15 years or more 6.15 hours

The maximum accrued annual leave may be carried forward into the beginning of the next calendar year
and any excess is lost. When employment terminates, employees are compensated for accumulated
unpaid annual leave as of the date of termination up to the maximum of 240 hours.
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

G. Use of Estimates

Management uses estimates and assumptions in preparing the financial statements. Those estimates
and assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities, and the reported revenue and expenses. Accordingly, actual results could differ
from those estimates.

H. Program Revenues

Program revenue includes federal grants and Medicaid referral fees generated by the call center.
Medicaid also reimburses certain administrative costs related to the Guardianship services. Grant
revenues are recognized when all applicable eligibility requirements are met.

I. Expenditures
When an expense is incurred for purposes for which both restricted and unrestricted net assets are
available, the Council first uses restricted resources then unrestricted resources.

NOTE 3. INVESTMENT DEPOSITED WITH THE STATE TREASURER

The State of New Mexico deployed the Statewide Human Resources, Accounting and Management
Reporting System (SHARE) on July 1, 2006. The goal of the SHARE implementation was to provide the
State of New Mexico with a single integrated system to streamline, enhance, and provide data integrity
for financial reporting. In June 2012, the New Mexico State Controller commissioned a Diagnostic report
with the purpose of assessing the state of cash reconciliations and determining recommendations for
remediating the remaining system and business process issues pertaining to the book to bank process.
This Diagnostic report indicates that the SHARE book to bank reconciliation contains a significant
number of un-recorded items. The Diagnostic report is available in the Resource section of the Cash
Control page of the New Mexico Department of Finance & Administration's website at
http://www.nmdfa.state.nm.us/Cash Control.aspx. The document title is “Current State Diagnostic of

Cash Control — June 2012.” The General Fund Investment Pool (GFIP) is the State Treasurer fund where
the Council cash is invested pursuant to Section 8-6-3 NMSA 1978.

The Department of Finance Administration (DFA), in partnership with the New Mexico State Treasurer’s
Office, the New Mexico Department of Information Technology and a contracted third party PeopleSoft
Treasury expert, conducted a Cash Management Remediation Project (Remediation Project) with a goal
of achieving “a point forward” reconciliation of cash, in February 2013. A DFA representative verbally
indicated to the Council that the SHARE cash reconciliation process from February 2013 forward, is
working for agencies like the Council that issue warrants through DFA. As of June 30, 2013, the old
unreconciled items that occurred from July 1, 2006 through February 2013, remain unreconciled.
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NOTE 3. INVESTMENT DEPOSITED WITH THE STATE TREASURER (CONTINUED)

On March 15, 2013, the third party PeopleSoft Treasury expert provided DFA with an additional report
title “Approach to the Historical Reconciliation of Bank Transactions.” This report describes three
possible approaches to addressing the remaining reconciliation issue: (1) adjust balances only; (2) fully
reconcile only the differences created from 2010 through the present that were created while Wells
Fargo was the fiscal agent; or (3) fully reconcile the differences created: from 2002 through 2006 while
Wells Fargo was the fiscal agent, from 2006 through 2010 while Bank of America was the fiscal agent
and from 2010 through the present while Wells Fargo was again the fiscal agent. DFA is currently
requesting a 3.2 million dollar supplemental appropriation to address the remaining reconciliation
issues.

The Council adheres to the standards established in the Cash Management Function section of the
Manual of Model Accounting Practice which was issued by the New Mexico Department of Finance and
Administration - Financial Control Division. As part of this process, the Council for the most part
performs a monthly reconciliation between the data collected in the field with monies deposited into
the bank and the amounts posted into SHARE. The Council has taken every reasonable measure within
its control to ensure that its cash balances in SHARE are correct. The Diagnostic report referred to above
is not anticipated to have an impact on the SHARE cash balances of the Council. The Council's cash
balances in SHARE appear to be fairly stated as of June 30, 2014.

All cash of the Council is on deposit with the New Mexico State Treasurer. These monies are held on
deposit with the State Treasurer and are pooled and invested by the State Investment Council. The State
Treasurer issues separate financial statements which disclose the collateral pledged to secure these
deposits. Cash on deposit with the State Treasurer at year end is as follows:

SHARES Fund # Book Balance
Operating Account 07900 S 1,017,656

The Council has cash on deposit with the State Treasurer in the General fund Investment Pool (GFIP).
The State Treasurer has the authority to invest money held in demand deposits and not immediately
needed for the operation of state government in securities in accordance with Section 6-10-10.1 through
Section 6-10-10.0 NMSA 1978 as amended. The State Treasurer, with the advice and consent of the
State Board of Finance can invest money held in demand deposits and not immediately needed for the
operations of state government in:

e Securities issued by the United States (U.S.) government or by its departments or agencies that

are either direct obligations of the U.S. or are backed by the full faith and credit of the U.S.
government or agencies sponsored by the U.S. government.
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e Contracts for the present purchase and resale at a specified time in the future, not to exceed

one year or, in the case of bond proceeds, not to exceed three years, of specific securities at

specified prices at a price differential representing the interest income to be earned by the

state. No such contract shall be invested in unless the contract is fully secured by obligations of

the United States or its agencies or by other securities backed by the United States or its

agencies or instrumentalities having a market value of at least one hundred two percent of the

amount of the contract. The securities required as collateral shall be delivered to a third-party

custodian bank and delivery shall be made simultaneously with the transfer, no later than the

same day the funds are transferred. The contracting bank, brokerage firm or institutional

investor must have a net worth in excess of five hundred million dollars.

e Contracts for the temporary exchange of state owned securities for the use of broker- dealers,

banks or other recognized institutional investors in securities for periods not to exceed one year

for a specified fee rate. No such contract shall be invested in unless the contract is fully secured

by exchange of an irrevocable letter of credit running to the state, cash or cash equivalent

collateral of at least one hundred two percent of the market value of the securities plus accrued

interest temporarily exchanged. The collateral required shall be delivered to the fiscal agent of

New Mexico or the designee simultaneously with the transfer of funds, no later than the same

day the state-owned securities are transferred. The contracting bank, brokerage firm or

institutional investor must have a net worth in excess of five hundred million dollars.

e Any of the following investments in an amount not to exceed forty percent of any fund that the

state treasurer invests: (1) commercial paper rated "prime" quality by a national rating service,

issued by corporations organized and operating within the U.S.; (2) medium-term notes and

corporate notes with a maturity not exceeding five years that are rated A or its equivalent or

better by a nationally recognized rating service and that are issued by a corporation organized

and operating in the U.S.; or (3) an asset-backed obligation with a maturity not exceeding five

years that is rated AAA or its equivalent by a nationally recognized rating service.

e Shares of an open-ended diversified investment company that is registered with the United

States Securities and Exchange Commission, complies with the diversification, quality and

maturity requirements of Rule 2a-7, or any successor rule, or the United States Securities and

Exchange Commission applicable to money market mutual funds; and assesses no fees pursuant

to Rule 12b-1, or any successor rule, on sales load on the purchase of shares and no contingent

deferred sales charge or other similar charges, provided that the state shall not, at any time,

own more than five percent of a money market mutual fund's assets.
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e Individual common or collective trust funds of banks or trust companies that invest in U.S, fixed
income securities or debt instruments authorized pursuant to (a), (b), and (d) above, provided
that the investment manager has assets under management of at least one billion dollars and
the investments made by the state treasurer pursuant to this paragraph are less than five
percent of the assets of the individual, common or collective trust fund.

Public funds to be invested in negotiable securities or loans to financial institutions fully secured by
negotiable securities at current market value shall not be paid out unless there is a contemporaneous
transfer of the securities at the earliest time industry practice permits, but in all cases, settlement shall
be on a same-day basis either by physical delivery or, in the case of uncertificated securities, by
appropriate book entry on the books of the issuer, to the purchaser or to a reputable safekeeping
financial institution acting as agent or trustee for the purchaser, which agent or trustee shall furnish
timely confirmation to the purchaser.

For additional disclosures information regarding the investment in the State Treasurer's GFIP, the reader
should see the separate audit report for the State Treasurer for the fiscal year ended June 30, 2013,
review the State Treasurer's Investment Policy at http://www.nmsto.gov/investment_policy 1 and
review Sections 2.60.4.1 through 2.60.4.15 of the New Mexico Administrative Code regarding
Investment of Deposits of Public Funds Depository Bank Requirements, Collateral Level Requirements,
and Custodial Bank Requirements.

Interest Rate Risk
The New Mexico State Treasurer’s Office has an investment policy that limits investment maturities to
five years or less on allowable investments. This policy is a means of managing exposure to fair value

losses arising from increasing interest rates. This policy is reviewed and approved annually by the New
Mexico State Board of Finance.

Credit Risk

The New Mexico State Treasurer pools are not rated. For additional GASB 40 disclosure information
regarding cash held by the New Mexico State Treasurer, the reader should see the separate audit report
for the New Mexico State Treasurer’s Office for the fiscal year ended June 30, 2014.
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NOTE 4. GRANTS RECEIVABLE

The Council receives Federal Financial Assistance in the form of Title 1 Funds - Programs for Persons
with Developmental Disabilities. The terms of the grant require that the State of New Mexico provide a
match of at least 25 percent of the total expenditures from the program. The Council was in compliance
with this requirement. Expenditures for federal programs are reimbursed upon request by the U. S.
Department of Health and Human Services. The amount of $459,478 has been accrued as a receivable at
June 30, 2014 from Title | funds to cover accounts payable for applicable federal programs and amounts
not previously drawn. The grant receivable amount is considered fully collectible.

NOTE 5. CAPITAL ASSETS

Substantially all capital assets have been acquired through State General Fund appropriations. A
summary of changes in capital assets are as follows:

Balance Balance
June 30, 2013 Additions Deletions June 30, 2014
Equipment S 17,737 S - S - S 17,737
Vehicle 49,928 - - 49,928
Accumulated depreciation (67,665) - - (67,665)
Total capital assets S - S - S - S -

Depreciation expense for the year ended June 30, 2014 was $0.

NOTE 6. ACCOUNTS PAYABLE

Accounts payable represent expenditures for goods and services received prior to June 30, 2014 and
paid after June 30, 2014.

NOTE 7. ACCRUED LIABILITIES - SALARES AND EMPLOYEE BENEFITS PAYABLE
A portion of payroll expenditures pertaining to the year ended June 30, 2014 was accrued.

Disbursement occurred subsequent to June 30, 2014. Accrued payroll and benefits payable totaling
$19,759 have been reflected in the balance sheet.
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NOTE 8. DUE TO THE STATE GENERAL FUND

Due to the State General Fund consists of the following:

Fiscal year 2014 S 204,652

Fiscal year 2013 71,090
Fiscal year 2012 10,372
Fiscal year 2011 18,896

Total S 305,010

NOTE 9. COMPENSATED ABSENCES PAYABLE

A summary of changes in Compensated Absences Payable follows:

Balance Balance Due Within
June 30, 2013 Increase Decrease June 30, 2014 One Year
Compensated Absences S 34,648 S 27,678 S 37,485 S 24,841 S 24,841

The Council’s general fund is used to pay compensated absences.

NOTE 10. FUND BALANCE

The New Mexico State Legislature, House Bill 2, 3, 4, 5, and 6 under special appropriations allowed that
any unexpended balance in the Office of the Guardianship program remaining at the end of fiscal year
2014 from appropriations made from the general fund and internal service fund/interagency transfers
shall not revert. As of June 30, 2014 the guardianship program had $746,404 in fund balance.
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NOTE 11. COMMITMENTS - OPERATING LEASES

The Council entered into noncancellable operating leases for Council space. Rental expense under all
operating lease agreements was approximately $202,930 for the year ended June 30, 2014. The Council
has future commitments under operating leases agreements as follows:

Year ending
June 30, Amount

2015 S 198,633
2016 196,264
2017 170,172
2018 173,794
2019 177,574

2020-2023 750,412
2024 32,429
Total S 1,699,278

NOTE 12. BUDGETARY/GAAP FINANCIAL STATEMENT RECONCILIATION

The Council generally reports budgetary information on the modified accrual basis of accounting.
However, there is a difference in revenues and expenditures between the budget statement and the
statement of Revenue and Expenditures. The following presentation reconciles the differences:

General Fund

Revenues - budgetary statement - Exhibit C-1 S 6,007,494
Revenues - GAAP basis statement - Exhibit B-2 S 6,007,494
Expenditures - budgetary statement - Exhibit C-1 S 5,200,739
Accounts payable approved by DFA to be paid in

2015 and charged to the 2014 budget 465,520
Prior year accounts payable approved by DFA to

be paid in 2014 and charged to the 2013 budget (260,868)
Expenditures - GAAP basis statement — Exhibit B-2 S 5,405,391
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NOTE 13. PENSION PLAN - PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Plan Description. Substantially all of the Council's full-time employees participate in a public employee
retirement system authorized under the Public Employees Retirement Act (Chapter 10, Article 11, NMSA
1978). The Public Employees Retirement Association (PERA) is the administrator of the plan, which is a
cost-sharing multiple-employer defined benefit retirement plan. The plan provides for retirement
benefits, disability benefits, survivor benefits and cost-of-living adjustments to plan members and
beneficiaries. PERA issues a separate, publicly available financial report that includes financial
statements and required supplementary information for the plan. That report may be obtained by
writing to PERA, P.O. Box 2123, Santa Fe, NM 87504-2123. The report is also available on PERA's website
at http://www.pera.state.nm.us.

Funding Policy. Plan members are required to contribute 8.92% (ranges from 6.28% to 18.15%
depending upon the plan —i.e., state general, state hazardous duty, state police and adult correctional
officers, municipal general, municipal police, municipal fire, municipal detention officer) of their gross
salary. The Council is required to contribute 15.09% (ranges from 7.0% to 25.72% depending upon the
plan) of the gross covered salary. The contribution requirements of plan members and the Council are
established in State statute under Chapter 10, Article 11, NMSA 1978. The requirements may be
amended by acts of the legislature. The Council's contributions to PERA for the fiscal years ending June
30, 2014, 2013 and 2012 were $89,985, $97,480, and $94,264, respectively, which equal the amount of
the required contributions for each fiscal year.

NOTE 14. DEFERRED COMPENSATION

The State of New Mexico offers state, local government and school district employees a deferred
compensation plan created in accordance with Internal Revenue Code Section 457. The plan is available
to all State employees and those local government and school district employees whose employers have
elected participation in the plan, and permits participants to defer a portion of their salary until future
years. The deferred compensation is not available to employees until termination, retirement, death, or
unforeseeable emergency.

There are employees that are making contributions to a Deferred Compensation Plan. Neither the
Council nor the State of New Mexico makes any contributions to the Deferred Compensation Plan. All
contributions withheld from participants by the Council have been paid to the New Mexico Public
Employee's Retirement Association, which administers the plan.
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NOTE 15. POST-EMPLOYMENT BENEFITS - STATE RETIREE HEALTH CARE PLAN

Plan Description. The Council contributes to the New Mexico Retiree Health Care Fund, a cost- sharing
multiple-employer defined benefit postemployment healthcare plan administered by the New Mexico
Retiree Health Care Authority (RHCA). The RHCA provides health care insurance and prescription drug
benefits to retired employees of participating New Mexico government agencies, their spouses,
dependents, and surviving spouses and dependents. The RHCA Board was established by the Retiree
Health Care Act (Chapter 10, Article 7C, NMSA 1978). The Board is responsible for establishing and
amending benefit provisions of the healthcare plan and is also authorized to designate optional and/or
voluntary benefits like dental, vision, supplemental life insurance, and long-term care policies.

Eligible retirees are: 1) retirees who make contributions to the fund for at least five years prior to
retirement and whose eligible employer during that period of time made contributions as a participant
in the RHCA plan on the person's behalf, unless that person retires before the employer's RHCA effective
date, in which event the time period required for employee and employer contributions shall become
the period of time between the employer's effective date and the date of retirement; 2) retirees defined
by the Act who retired prior to July 1, 1990; 3) former legislators who served at least two years; and 4)
former governing authority members who served at least four years.

The RHCA issues a publicly available stand-alone financial report that includes financial statements and
required supplementary information for the postemployment healthcare plan. That report and further
information can be obtained by writing to the Retiree Health Care Authority at 4308 Carlisle NE, Suite
104, Albuquerque, NM 87107.

Funding Policy. The Retiree Health Care Act (Section 10-7C-13 NMSA 1978) authorizes the RHCA Board
to establish the monthly premium contributions that retirees are required to pay for healthcare
benefits. Each participating retiree pays a monthly premium according to a service based subsidy rate
schedule for the medical plus basic life plan plus an additional participation fee of five dollars if the
eligible participant retired prior to the employer's RHCA effective date or is a former legislator or former
governing authority member. Former legislators and governing authority members are required to pay
100% of the insurance premium to cover their claims and the administrative expenses of the plan. The
monthly premium rate schedule can be obtained from the RHCA or viewed on their website at
www.nmrhca.state.nm.us.

The employer, employee and retiree contributions are required to be remitted to the RHCA on a
monthly basis. The statutory requirements for the employer and employee contributions can be
changed by the New Mexico State Legislature. Employers that choose to become participating
employers after January 1, 1998, are required to make contributions to the RHCA fund in the amount
determined to be appropriate by the board.
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NOTE 15. POST-EMPLOYMENT BENEFITS - STATE RETIREE HEALTH CARE PLAN
(CONTINUED)

The Retiree Health Care Act (Section 10-7C-15 NMSA 1978) is the statutory authority that establishes
the required contributions of participating employers and their employees. For employees that were
members of an enhanced retirement plan (state police and adult correctional officer member coverage
plan 1; municipal police member coverage plan 3, 4 or 5; municipal fire member coverage plan 3, 4 or 5;
municipal detention officer member coverage plan 1; and members pursuant to the Judicial Retirement
Act) during the fiscal year ended June 30, 2014, the statute required each participating employer to
contribute 2.5% of each participating employee’s annual salary; and each participating employee was
required to contribute 1.25% of their salary. For employees that were not members of an enhanced
retirement plan during the fiscal year ended June 30, 2014, the statute required each participating
employer to contribute 2.0% of each participating employee’s annual salary; each participating
employee was required to contribute 1.0% of their salary. In addition, pursuant to Section 10-5C-15(G)
NMSA 1978, at the first session of the Legislature following July 1, 2013, the legislature shall review and
adjust the distributions pursuant to Section 7-1-6.1 NMSA 1978 and the empl9oyer and employee
contributions to the authority in order to ensure the actuarial soundness of the benefits provided under
the Retiree Health Care Act.

The Council's contributions to the RHCA for the years ended June 30, 2014, 2013, and 2012 were
$10,245, $12,928, and $12,888, respectively, which equal the required contributions for each year.

NOTE 16. RISK MANAGEMENT AND LITIGATION

The Developmental Disabilities Planning Council is exposed to various risks of losses related to torts;
theft of, damage to, and destruction of assets; errors and omissions; injuries to employees; and natural
disasters. Section 15-7-2 NMSA 1978 requires the General Services Department, Risk Management
Division (RMD) to be responsible for the acquisition and administration of all insurance purchased by the
state. Since 1977, various state statutes have been passed which allow RMD to insure, self-insure or use
a combination of both. Any claims are processed through RMD. Coverage is provided for General
Liability, Surety Bond, Property and Workers Compensation. There are no pending or known threatened
legal proceedings involving material matters to which the Council is a party.
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NOTE 17. DUE TO/DUE FROM
Purpose Due From Due To
Due from other state agencies  Medicaid reimbursement due from S 459,478
Department of Human Services
SHARE Fund #97600
Due to State General Fund Reversion - Department of Finance and S 305,010

Administration SHARE Fund #85300

NOTE 18. DEFICIT NET POSITION

GASB #34 requires capitalized assets, net of accumulated depreciation and the inclusion of long term
debt, resulting in an unrestricted net position deficit of $24,841. This deficit is created by compensated
absences liabilities which will be paid from subsequent years State General Fund Appropriations.

NOTE 19. SUPPLEMENTAL APPROPRIATION

The Council received a supplemental appropriation in fiscal year 2014 of $164,000 from the State
General Fund to fund corporate guardianship services. Any unexpended balances remaining at the end
of fiscal year 2014 shall revert to the appropriate fund. The Council received $164,000 from the fiscal
year 2014 appropriation and had expended $77,553 of this amount as of June 30, 2014. The remaining
$86,447 is recorded as Due to State General Fund as a reversion as of June 30, 2014.

NOTE 20. RECENT ACCOUNTING PRONOUNCEMENTS

In March 2012, the Governmental Accounting Standard Board (GASB) issued Statement No. 65, /tems
Previously Reported as Assets and Liabilities. This statement, which is effective for financial statements
for periods beginning after December 15, 2012, establishes accounting and financial reporting standards
that reclassify, as deferred outflows of resources or deferred inflows of resources, certain items that
were previously reported as assets and liabilities and recognizes, as outflows of resources or inflows of
resources, certain items that were previously reported as assets and liabilities. The requirements of this
Statement will improve financial reporting by clarifying the appropriate use of the financial statement
elements deferred outflows of resources and deferred inflows of resources to ensure consistency in
financial reporting. The Council adopted GASB Statement No. 65 during fiscal year 2014. The Council
currently has no deferred outflows or deferred inflows.

In March 2012, the GASB issued statement No. 66, Technical Corrections — 2012 — an amendment of
GASB Statements No. 10 and No. 62. This statement, which is effective for financial statements for
periods beginning after December 15, 2012, amends Statement No. 10, Accounting and Financial
Reporting for Risk Financing and Related Insurance Issues, by removing the provision that limits fund-
based reporting of an entity’s risk financing activities to the general fund and the internal service fund
type. This Statement also amends Statement No. 62 by modifying the specific guidance on accounting
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NOTE 20. RECENT ACCOUNTING PRONOUNCEMENTS (CONTINUED)

for (1) operating lease payments that vary from a straight-line basis, (2) the difference between the
initial investment (purchase price) and the principal amount of a purchased loan or group of loans, and
(3) servicing fees related to mortgage loans that are sold when the stated service fee rate differs
significantly from a current (normal) servicing fee rate. The requirements of this Statement resolve
conflicting accounting and financial reporting guidance that could diminish the consistency of financial
reporting and thereby enhance the usefulness of the financial reports. The adoption of GASB Statement
No. 66 had no effect on the Council’s financial statements.

In June 2012, the GASB issued statement No. 67, Financial Reporting for Pension Plans — an amendment
of GASB Statement No. 25. This statement, which is effective for financial statements for periods
beginning after June 15, 2013, replaces the requirements of Statements No. 25, Financial Reporting for
Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans, and No. 50, Pension
Disclosures, as they relate to pension plans that are administered through trusts or equivalent
arrangements (hereafter jointly referred to as trusts) that meet certain criteria. The requirements of this
Statement will improve financial reporting primarily through enhanced note disclosures and schedules
of required supplementary information that will be presented by the pension plans that are within its
scope. The Council is a participant in the State of New Mexico’s Public Employee Retirement Association
(PERA). PERA as the plan’s administrator implemented this new pronouncement during fiscal year 2014.

In April 2013, the GASB issued Statement No. 70, Accounting and Financial Reporting for Nonexchange
Financial Guarantees. This statement, which is effective for financial statements for periods beginning
after June 15, 2013, requires a government that extends a nonexchange financial guarantee to recognize
a liability when qualitative factors and historical data, if any, indicate that it is more likely than not that
the government will be required to make a payment on the guarantee. This Statement requires a
government that has issued an obligation guaranteed in a nonexchange transaction to recognize
revenue to the extent of the reduction in its guaranteed liabilities. The requirements of this Statement
will enhance comparability of financial statements among governments by requiring consistent
reporting by those governments that extend nonexchange financial guarantees and by those
governments that receive nonexchange financial guarantees. The adoption of this pronouncement had
no effect on the Council’s financial statements.
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DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 21. NEW ACCOUNTING PRONOUNCEMENTS

The following GASB Pronouncements have been issued, but are not yet effective at June 30, 2014.

e GASB Statement No. 68, Accounting and Financial Reporting for Pensions — an amendment of
GASB Statement No. 27. Upon adoption of this statement for the year ended June 30, 2015, the
Statement of Net Position will include a material liability for pension participation in fiscal year
2015.

e GASB Statement No. 69, Government Combinations and Disposals of Government Operations.

e GASB Statement No.71, Pension Transition for Contributions Made Subsequent to the
Measurement Date — an amendment of GASB Statement No. 68.

The Council will implement the new GASB pronouncements in the fiscal year no later than the required
effective date. The Council believes that GASB No. 69 and 71 will not have a significant impact to the
Council or in issuing its financial statements.
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL

PLANNING AND ADMINISTRATION

STATEMENT OF REVENUES AND EXPENDITURES GENERAL FUND
BUDGET (NON-GAAP BUDGETARY BASIS) AND ACTUAL BY PROGRAM

FOR THE YEAR ENDED JUNE 30, 2014

Revenues:
General fund appropriation
Federal grants
Intra-state federal
Miscellaneous

Total revenues

Expenditures:
Current
Personal services &
employee benefits
Contractual services
Other costs

Total expenditures

See Notes to Financial Statements

Exhibit D-1

Variance with

Budgeted Amounts Final Budget-
Actual Positive
Original Final Amounts (Negative)

698,500 698,500 702,600 4,100
509,500 509,500 516,061 6,561
75,000 75,000 45,740 (29,260)
4,100 4,100 10,950 6,850
1,287,100 1,287,100 1,275,351 (11,749)
582,100 582,100 545,064 37,036
329,200 329,200 309,773 19,427
375,800 375,800 301,450 74,350
1,287,100 1,287,100 1,156,287 130,813

38



STATE OF NEW MEXICO Exhibit D-2
DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
OFFICE OF GUARDIANSHIP
STATEMENT OF REVENUES AND EXPENDITURES GENERAL FUND
BUDGET (NON-GAAP BUDGETARY BASIS) AND ACTUAL BY PROGRAM
FOR THE YEAR ENDED JUNE 30, 2014
Variance with

Budgeted Amounts Final Budget-
Actual Positive
Original Final Amounts (Negative)
Revenues:

General Fund Appropriation S 4,132,300 4,132,000 4,135,000 3,000

Intra-state federal grants 460,000 460,000 433,144 (26,856)

Supplemental appropriation - 164,000 164,000 -

Miscellaneous 2,700 2,700 - (2,700)
Total revenues 4,595,000 4,758,700 4,732,144 (26,556)
Fund Balance:

Prior year non-revertig fund balance 144,300 746,404 746,404 -
Total budgeted revenues and fund balance S 4,739,300 5,505,104 5,478,548 (26,556)
Expenditures:

Current

Personal services & employee

benefits S 391,200 391,200 249,463 141,737

Contractual services 4,131,200 4,131,200 3,654,238 476,962

Contractual services -

supplemental appropriation - 164,000 77,553 86,447

Other costs 72,600 72,600 63,198 9,402
Total expenditures S 4,595,000 4,759,000 4,044,452 714,548

See Notes to Financial Statements
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
SCHEDULE OF TRANSFERS

YEAR ENDED JUNE 30, 2014

SHARE TRANSFER
FUND TITLE IN ouT
(1) 85300 Department of Finance and Administration S 4,837,600 S -
(2) 85300 Department of Finance and Administration - 204,652
(3) 97600 Department of Human Services 45,740 -
(4) 05200 Department of Human Services 433,144 -
(5) 7900 Department of Finance and Administration 164,000 -
S 5,480,484 S 204,652

(1) General Fund Appropriation-Laws of 2013, Chapter 227, Section 4

(2) Reversion to State General Fund

(3) Transfer of medicaid reimbursement for Information Center

(4) Transfer of medicaid reimbursement of Office of Guardianship

(5) General Fund supplemental appropriation-Laws 2014, Chapter 63 Section 6 Item 13

All of the above transfers were made to the Council's general fund SHARE Fund #07900 except for the
reversion out to the State General Fund.

See Notes to Financial Statements
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
JOINT POWERS AGREEMENTS AND MEMORNADA OF UNDERSTANDING

YEAR ENDED JUNE 30, 2014

Participant has operational and audit responsibilities for the following JPA/MOU

ENTITY
1  University of New
Mexico 14-647-P727-
0200

2 University of New
Mexico 14-647-P727-
0203

3 University of New
Mexico 14-647-P727-
0209

5  University of New
Mexico 14-647-P727-
0211

6  University of New
Mexico 14-647-P727-
0206

DESCRIPTION
Maintain Statewide
Information Network &
Babynet (INB)

Maintain Statewide
Information Network &
Babynet (INB)

Provide Post-secondary
alliance agendas/minutes,
seek legislation to establish
Statewide Interagency
Transitioning Youth Council

Coordinate advisory
committee to provide
guidance to CDD, maintain
curriculum with objectives
that reflect National
Curriculum of Partners in
Policy Making

Stipends - 2 day seminar for
Legislative Advocacy
Seminar

See Notes to Financial Statements

Beginning Ending Total
Date Date Project
7/1/2013 6/30/2014 $ 80,000
7/1/2013 6/30/2014 75,000
7/1/2013 6/30/2014 10,000
7/1/2013  6/30/2014 62,500
7/1/2013  6/30/2014 2,500
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A I O M Sun Valley Commercial Center
316 Osuna Rd. NE, Suite 401

Albuquerque, NM 87107

Certified Public Accountants T 505-767-7600 F 505-767-7601

and Business Advisors LLC

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

Hector H. Balderas

New Mexico State Auditor

The Council of New Mexico Developmental Disabilities Planning Council
Albuquerque, New Mexico

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the major fund, and the budgetary comparison of the general fund of the New Mexico
Developmental Disabilities Planning Council (the “Council”), as of and for the year ended June 30, 2014,
and the related notes to the financial statements, which collectively comprise the Council’s basic
financial statements and have issued our report thereon dated December 12, 2014.

Internal Control Over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified. We did identify certain deficiencies in internal
control, described in the accompanying schedule of findings and questioned costs as items 2010-002,
2013-006, and 2013-011 that we consider to be a significant deficiency.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Council’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards and which are described in the
accompanying schedule of findings and questioned costs as items: 2013-003 and 2013-005.

New Mexico Developmental Disabilities Planning Council’s Response to Findings

The Council’s response to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. The Council’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on
them.

Purpose of this Report

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

Axiom CPAs and Business Advisors, LLC
Albuguerque, New Mexico
December 12, 2014
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» - Albuquerque, NM 87107
Certified Public Accountants T 505-767-7600 F 505-767-7601

and Business Advisors LLC

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Hector H. Balderas

New Mexico State Auditor

The Council of New Mexico Developmental Disabilities Planning Council
Albuquerque, New Mexico

Report on Compliance for Each Major Federal Program

We have audited New Mexico Developmental Disabilities Planning Council’s (the “Council”)’s
compliance with the types of compliance requirements described in the OMB Circular A-133 Compliance
Supplement that could have a direct and material effect on each of the Council’s major federal programs
for the year ended June 30, 2014. The Council’s major federal programs are identified in the summary
of the auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Council’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about the
Council’s compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major

federal program. However, our audit does not provide a legal determination of the Council’s
compliance.
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Opinion on Each Major Federal Program

In our opinion, the Council, complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2014.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be
reported in accordance with OMB Circular A-133 and which are described in the accompanying schedule
of findings and questioned costs as items 2013-005. Our opinion on each major federal program is not
modified with respect to these matters.

The Council’s response to the noncompliance findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. The Council’s responses were not subjected
to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion
on the responses.

Report on Internal Control Over Compliance

Management of the Council, is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Council’s internal control over compliance with
the types of requirements that could have a direct and material effect on each major federal program to
determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on internal
control over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the Council’s internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.
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The Council’s response to the internal control over compliance findings identified in our audit is
described in the accompanying schedule of findings and questioned costs. The Council’s response was
not subjected to the auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

Axiom CPAs and Business Advisors, LLC
Albuquerque, New Mexico
December 12, 2014
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STATE OF NEW MEXICO
DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

AND RELATED NOTES
YEAR ENDED JUNE 30, 2014
Passthrough Federal
Grant CFDA Federal
Federal Grantor or Pass-Through Grantor/Program Title Number Number Expenditures

U.S. Department of Health & Human Services

Federal Assistance to State Developmental

Disability Councils (1) 93.630 S 516,061

Total U.S. Department of Health & Human Services 516,061

Total Federal Financial Asistance S 516,061

(1) Denotes major federal assistance program
Notes to Schedule of Expenditures of Federal Awards

1. Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal grant activity of New
Mexico Developmental Disabilities Planning Council (the "Council") under programs of the federal government for the year
ended June 30, 2013. The information in this Schedule is presented in accordance with the requirements of OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations . Because the Schedule presentes only a selected
portion of the operations of the Council, it is not intended to and does not present the financial position, changes in net
assets, or cash flows of the Council.

2.  Summary of Significant Accounting Policies

a) Expenditures reported on the Schedule are reported on the modified accrual basis of accounting, which is the same basis as
was used to prepare the fund financial statements.

b) Pass-through entity identifying numbers are presented where available
3. Subrecipients
The Council did not provide any federal awards to subrecipients during the year.

4. Loan Balances Outstanding

There were no loans outstanding as of June 30, 2014.

Reconciliation of Schedule of Expenditures of Federal Awards to Financial Statements:

Total federal awards expended per Schedule of Expenditures of Federal Awards S 516,061
Total expenditures funded by other sources 4,684,678
Total expenditures S 5,200,739
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STATE OF NEW MEXICO
DEVELOPMENTAL DISABILITIES PLANNING COUNCIL

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2014

A. SUMMARY OF AUDITORS' RESULTS
Financial Statements

Type of auditors' report issued

Unmodified
Internal control over financial reporting:
e Material weakness(es) identified? Yes X No
e Significant deficiencies identified X Yes None Reported
Non-compliance material to financial statements noted? Yes X _No
Federal Awards
Internal control over major programs:
e Material weakness(es) identified? Yes X No
e Significant deficiencies identified Yes X_None reported
Type of auditor's report issued on compliance for
major programs: Unmodified
Any audit findings disclosed that are required
to be reported in accordance with section 510(a)
of Circular A-133? X _ Yes No
Identification of Major Program
CFDA Number Name of Federal Program or Cluster
93.630 Developmental Disabilities Act Subtitle B —

Federal Assistance to State Developmental
Disabilities Councils

Dollar threshold used to distinguish between type A
and type B programs

Auditee qualified as low-risk auditee?

49

S 300,000
Yes X No



STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2014

B. FINANCIAL STATEMENT FINDINGS

2010-002 Timely Reconciliation of Financial Records (Significant Deficiency) -
Repeated

CONDITION: Some of the financial accounts of the Council such as the federal accounts receivable,
fund balance, and due to the State General Fund as of June 30, 2014 were not reconciled.

CRITERIA: The Manual of Model Accounting Practices issued by the Financial Control Division of the
Department of Finance and Administration requires that state agencies perform monthly reconciliations
of balances and accounts. Also, good internal control and accounting practice require that financial
information be reviewed and reconciled on a timely basis.

EFFECT: Financial records are inaccurate and not fairly stated if not reconciled and corrected on a
timely basis.

CAUSE: The Council's Chief Financial Officer was out on family medical leave for twelve weeks which
delayed the reconciliation of its financial records.

RECOMMENDATION: Recommend that the Council reconcile and adjust its financial records on the
SHARE system to the amounts that the Council has supporting documentation for on a timely basis.

COUNCIL’S RESPONSE: The Agency had a full-time Chief Financial Officer (CFO) for only a couple of
months during the fiscal year. A full-time CFO has been hired since then. The financial specialist during
this period was preparing purchase orders and payment vouchers and left the agency therefore there
was no financial support staff for a period of time. The financial specialist position has been reclassified
to a financial specialist advanced and the agency was able to recruit an employee with higher skills. The
Agency now has the resources to perform reconciliations on a timelier basis.
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2014

B. FINANCIAL STATEMENT FINDINGS (CONTINUED)
2013-006 Reconciliation to SHARE (Significant Deficiency)

CONDITION: The Council did not reconcile their records to the balance maintained by the State
Treasurer in the SHARE system for the first three months of the fiscal year.

CRITERIA: The Manual of Model Accounting Practices issued by the Financial Control Division of the
Department of Finance and Administration requires that state agencies perform monthly reconciliations
of balances and accounts. Also, good internal control and accounting practice require that financial
information be reviewed and reconciled on a timely basis.

EFFECT: Financial records are inaccurate and not fairly stated if not reconciled and corrected on a
timely basis.

CAUSE: The entity had a high degree of turnover during the period and were missing key personnel,
and they do not have a process in place for this reconciliations.

RECOMMENDATION: Recommend that the Council reconcile and adjust its financial records on the
SHARE system to the amounts that the Council has supporting documentation for on a timely basis.

COUNCIL’S RESPONSE: The Agency had a full-time Chief Financial Officer (CFO) for only a couple of
months during the fiscal year. A full-time CFO has been hired since then. The financial specialist during
this period was preparing purchase orders and payment vouchers and left the agency therefore there
was no financial support staff for a period of time. The financial specialist position has been reclassified
to a financial specialist advanced and the agency was able to recruit an employee with higher skills. The
Agency now has the resources to perform reconciliations on a timelier basis.
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2014

B. FINANCIAL STATEMENT FINDINGS (CONTINUED)
2013-011 Cash Disbursement Testing (Significant Deficiency)

CONDITION: During our cash disbursement testing it was noted that in 1 out of 40 items tested the
warrant in the amount of $113.76 did not agree to the purchase order amount; in 1 out of 40 instances
the invoice in the amount of $149.48 was not initialed for approval by an authorized signer; in 2 out of
40 items tested in the amounts of $149.48 and $200.00, there was no approval on the schedule of travel
expenses; and in 1 out of 40 items tested the invoice for the amount of $1,179.84 was missing from the
supporting documents.

CRITERIA: Per New Mexico State Statute it is required that all expended funds be appropriately
approved and supported and follow the procurement process.

EFFECT: The Council is not in compliance with the State Procurement standards and also out of
compliance with their own purchasing requirements and controls.

CAUSE: The entity did not follow their control processes and procedures to ensure they were in
compliance with State procurement standards and their own requirements.

RECOMMENDATION: It is recommended that the Council follow state procurement standards along
with their own policies and procedures.

COUNCIL’S RESPONSE: The Agency had a full-time Chief Financial Officer (CFO) for only a couple of
months during the fiscal year. A full-time CFO has been hired since then. The financial specialist during
this period was preparing purchase orders and payment vouchers and left the agency therefore there
was no financial support staff for a period of time. The financial specialist position has been reclassified
to a financial specialist advanced and the agency was able to recruit an employee with higher skills. The
Agency now has the resources to perform reconciliations on a timelier basis.
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2014

C. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
2013-005 Timely Filing of Data Collection Form (Other Matter)

FEDERAL PROGRAM INFORMATION:

Funding Agency: U.S. Department of Health & Human Services

Title: Federal Assistance to State Developmental Disability Councils
CFDA Number: 93.630

Award year and number: 2014, 1401NMBSDD

QUESTIONED COSTS: None

CONDITION: The Council did not file its Data Collection Form to the Federal Audit Clearinghouse by
the required due date of March 31, 2014.

CRITERIA: Per OMB Circular A-133 the entity expending more than $500,000 during a given year is to
file electronically their data collection form by nine months after their year-end (June 30, 2013).

EFFECT: The Council is not in compliance with the requirements of OMB Circular A-133, which can
result in the loss of federal funding.

CAUSE: The Council experienced significant turnover during the current year along with two changes in
location, causing a delay in the completion of the audit and the filing of the Data Collection Form.

RECOMMENDATION: We recommend the Council ensure that all records are complete and ready for
audit to allow for the audit and the related Data Collection Form to be completed within the required
deadlines.

COUNCIL’S RESPONSE: The 2014 Audit will be submitted to the State Auditor by the due date and
the Data Collection Form will be submitted to the Federal Clearing House by the required due date.
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2014

D. OTHER FINDINGS AS REQUIRED BY NEW MEXICO STATE STATUTE, SECTION
12-6-5, NMSA 1978

2013-003 Procurement Code (Other Matter)

CONDITION: During our testing of procurement it was noted that for 4 out of 4 procurement
contracts tested, the Council failed to amend contracts that extended beyond the original contract date
and/or exceeded the original contract amount(s) in the aggregate of $57,697.

CRITERIA: All contracts must be in compliance with 1.4.1 NMAC State Procurement Code Regulations.
EFFECT: The Agency is not compliant with 1.4.1 NMAC State Procurement Code Regulations.

CAUSE: Turnover at the Agency has contributed to inadequate recordkeeping practices.

RECOMMENDATION: It is recommended that the Agency ensure that it is compliant with all
applicable laws, regulations, and internal Agency policy.

COUNCIL’S RESPONSE: Due to shortage of staff proper contract policies and procedures were not

followed which lead to services being provided without an approved contract in place prior to service.
This has since been resolved and all current contracts have been secured and approved.
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
JUNE 30, 2014

STATUS OF PRIOR YEAR FINDINGS

2004-001  [04-1] Segregation of Duties

2010-002  [10-2] Timely Reconciliation of Financial Records
2011-001  [11-1] Reversion to State General Fund

2013-001 Per Diem and Mileage Act
2013-002 Procurement Cards

2013-003 Procurement Code

2013-004 Late Audit Report

2013-005 Timely Filing of Data Collection Form
2013-006 Reconciliation to SHARE
2013-007 Journal Entry Approval
2013-008 Pay Rates not Agreeing
2013-009 Missing Personnel Files
2013-010 Use of Unlicensed Professionals
2013-011 Cash Disbursement Testing
2013-012 Unlocated Records
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STATE OF NEW MEXICO

DEVELOPMENTAL DISABILITIES PLANNING COUNCIL
EXIT CONFERENCE

JUNE 30, 2014

The contents of this report were discussed at an exit conference on April 16, 2014. Those attending
were as follows:

Representing NMDDPC:

Sandy Skaar Council President
John Block Il Executive Director
Kathleen Coates Chief Financial Officer

Representing Axiom CPAs:
Bryan Runyan Supervisor

The financial statements, notes to the financial statements and schedules were prepared by the
independent certified public accountant performing the audit. Management is responsible for ensuring
that the books and records adequately support the preparation of financial statements in accordance
with accounting principles generally accepted in the United States of America and that the records are
current and in balance. The Council's chief financial officer has knowledge and experience in the
preparation, review and approval of financial statements. Management has reviewed and approved the
financial statements, notes to the financial statements and schedules.
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