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REPORT	OF	INDEPENDENT	AUDITORS	
	
	
	
Retta	Ward,	Cabinet	Secretary	
New	Mexico	Department	of	Health	
	 and	
Mr.	Hector	H.	Balderas,	
New	Mexico	State	Auditor	
	
	
Report	on	the	Financial	Statements	

We	have	audited	the	accompanying	financial	statements	of	the	governmental	activities,	each	major	fund,	
and	the	aggregate	remaining	fund	information,	and	the	budgetary	comparison	for	the	general	fund	and	
major	special	revenue	fund	of	New	Mexico	Department	of	Health	(the	Department)	as	of	and	for	the	year	
ended	June	30,	2013,	and	the	related	notes	to	the	financial	statements,	which	collectively	comprise	the	
Department’s	basic	financial	statements	as	listed	in	the	table	of	contents.	We	also	audited	the	financial	
statements	of	each	of	 the	Department’s	nonmajor	governmental	and	fiduciary	 fund	and	the	budgetary	
comparisons	for	the	nonmajor	funds	and	programs	presented	as	supplementary	information,	as	defined	
by	 the	Government	Accounting	Standards	Board,	 in	 the	accompanying	 combining	and	 individual	 fund	
financial	statements	as	of	and	for	the	year	ended	June	30,	2013,	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	misstatement,	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	
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Retta	Ward,	Cabinet	Secretary	
New	Mexico	Department	of	Health	
	 and	
Mr.	Hector	H.	Balderas,	
New	Mexico	State	Auditor	
	
	
effectiveness	of	 the	Department’s	 internal	 control.	Accordingly,	we	 express	no	 such	opinion.	An	 audit	
also	 includes	 evaluating	 the	 appropriateness	 of	 accounting	 policies	 used	 and	 the	 reasonableness	 of	
significant	accounting	estimates	made	by	management,	as	well	as	evaluating	the	overall	presentation	of	
the	financial	statements.	

We	believe	that	the	audit	evidence	we	have	obtained	is	sufficient	and	appropriate	to	provide	a	basis	for	
our	audit	opinions.	
	
Opinions	

In	 our	 opinion,	 the	 financial	 statements	 referred	 to	 above	 present	 fairly,	 in	 all	material	 respects,	 the	
respective	 financial	 position	 of	 the	 governmental	 activities,	 each	 major	 fund,	 and	 the	 aggregate	
remaining	 fund	 information	 of	 the	 Department	 as	 of	 June	 30,	 2013,	 and	 the	 respective	 changes	 in	
financial	 position	 and	 the	 respective	 budgetary	 comparisons	 for	 the	 general	 fund	 and	 major	 special	
revenue	fund	for	the	year	then	ended	in	accordance	with	accounting	principles	generally	accepted	in	the	
United	States	of	America.		In	addition,	in	our	opinion,	the	financial	statements	referred	to	above	present	
fairly,	in	all	material	respects,	the	respective	financial	position	of	each	nonmajor	governmental	fund	and	
fiduciary	 fund	of	 the	Department	as	of	 June	30,	2013,	and	the	respective	changes	 in	 financial	position	
and	the	respective	budgetary	comparisons	for	all	nonmajor	funds	and	programs	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	1,	the	financial	statements	of	the	Department	are	intended	to	present	the	financial	
position	and	changes	in	financial	position	of	only	that	portion	of	the	governmental	activities,	each	major	
fund,	and	the	aggregate	remaining	fund	information	of	the	State	of	New	Mexico	that	is	attributable	to	the	
transactions	of	the	Department.		They	do	not	purport	to,	and	do	not	present	fairly	the	financial	position	
of	the	State	of	New	Mexico	as	of	June	30,	2013,	and	the	changes	in	its	financial	position	and	budgetary	
comparison	for	the	year	then	ended	in	conformity	with	accounting	principles	generally	accepted	in	the	
United	States	of	America.	
	
Other	Matters	

Required	Supplementary	Information	

Accounting	principles	generally	accepted	in	the	United	States	of	America	require	that	the	management's	
discussion	 and	 analysis	 on	 pages	 6	 through	 14	 be	 presented	 to	 supplement	 the	 basic	 financial	
statements.	Such	 information,	although	not	a	part	of	 the	basic	 financial	 statements,	 is	 required	by	 the	
Governmental	 Accounting	 Standards	 Board	 who	 considers	 it	 to	 be	 an	 essential	 part	 of	 financial	
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reporting	 for	 placing	 the	 basic	 financial	 statements	 in	 an	 appropriate	 operational,	 economic,	 or	
historical	 context.	 We	 have	 applied	 certain	 limited	 procedures	 to	 the	 required	 supplementary	
information	in	accordance	with	auditing	standards	generally	accepted	in	the	United	States	of	America,	
which	 consisted	 of	 inquiries	 of	 management	 about	 the	 methods	 of	 preparing	 the	 information	 and	
comparing	 the	 information	 for	 consistency	 with	management's	 responses	 to	 our	 inquiries,	 the	 basic	
financial	 statements,	 and	 other	 knowledge	 we	 obtained	 during	 our	 audit	 of	 the	 basic	 financial	
statements.	We	 do	 not	 express	 an	 opinion	 or	 provide	 any	 assurance	 on	 the	 information	 because	 the	
limited	 procedures	 do	 not	 provide	 us	 with	 sufficient	 evidence	 to	 express	 an	 opinion	 or	 provide	 any	
assurance.	
	
Other	Information	

Our	 audit	 was	 conducted	 for	 the	 purpose	 of	 forming	 opinions	 on	 the	 financial	 statements	 that	
collectively	 comprise	 the	Department's	 basic	 financial	 statements,	 the	 combining	 and	 individual	 fund	
financial	statements,	and	the	budgetary	comparisons.	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,	 the	 schedule	 of	 individual	 deposits,	 the	 schedule	 of	 pledged	 collateral,	 the	
schedule	 of	 joint	 powers	 agreements,	 the	 schedule	 of	 due	 to	 and	 due	 from	 other	 state	 agencies,	 the	
schedule	of	special	appropriations,	and	the	schedule	of	changes	in	assets	and	liabilities	–	agency	funds	as	
required	by	the	New	Mexico	State	Audit	Rule	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,	 the	 schedule	 of	 individual	 deposits,	 the	 schedule	 of	
pledged	collateral,	the	schedule	of	joint	powers	agreements,	the	schedule	of	due	to	and	due	from	other	
state	 agencies,	 the	 schedule	 of	 agencies	 transfers	 in	 and	 transfers	 out,	 the	 schedule	 of	 special	
appropriations,	and	the	schedule	of	changes	in	assets	and	liabilities	–	agency	funds	are	the	responsibility	
of	 management	 and	 was	 derived	 from	 and	 relates	 directly	 to	 the	 underlying	 accounting	 and	 other	
records	 used	 to	 prepare	 the	 basic	 financial	 statements.	 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	auditing	standards	generally	accepted	
in	 the	 United	 States	 of	 America.	 In	 our	 opinion,	 the	 schedule	 of	 expenditures	 of	 federal	 awards,	 the	
schedule	 of	 individual	 deposits,	 the	 schedule	 of	 pledged	 collateral,	 the	 schedule	 of	 joint	 powers	
agreements,	the	schedule	of	due	to	and	due	from	other	state	agencies,	the	schedule	of	agencies	transfers	
in	and	transfers	out,	 the	schedule	of	special	appropriations,	and	the	schedule	of	changes	 in	assets	and	
liabilities	 –	 agency	 funds	 are	 fairly	 stated,	 in	 all	 material	 respects,	 in	 relation	 to	 the	 basic	 financial	
statements	as	a	whole.	
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Retta	Ward,	Cabinet	Secretary	
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	 and	
Mr.	Hector	H.	Balderas,	
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Other	Reporting	Required	by	Government	Auditing	Standards	

In	accordance	with	Government	Auditing	Standards,	we	have	also	issued	our	report	dated	December	16,	
2013	on	our	consideration	of	the	Department'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	
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	Department's	internal	
control	over	financial	reporting	and	compliance.	

	
Albuquerque,	New	Mexico	
December	16,	2013	
	
	
	





























STATE	OF	NEW	MEXICO
DEPARTMENT	OF	HEALTH

STATEMENT	OF	REVENUES,	EXPENDITURES	AND	CHANGES
IN	FUND	BALANCES	‐	GOVERNMENTAL	FUNDS

Year	Ended	June	30,	2013

General
Fund	06100

ARRA
Fund	89000

REVENUES:
Federal	grant	revenue $																		120,033,758	 1,863,096$											 ‐$																																	 121,896,854$													
In‐kind	assistance 34,946,123																			 ‐																															 ‐																																			 34,946,123																		
Charges	for	services 80,152,987																			 ‐																															 ‐																																			 80,152,987																		
Investment	earnings 2,503,208																					 ‐																															 ‐																																			 2,503,208																					
Fees,	penalties,	rentals	and	other 13,934,649																			 ‐																															 650,327																				 14,584,976																		

TOTAL	REVENUES 251,570,725																				 1,863,096																 650,327																								 254,084,148																			

EXPENDITURES:
	

Current	operating:
Administration 														13,130,244	 ‐																															 ‐																																			 13,130,244																		
Public	health 											161,040,339	 1,163,870													 2,769,843																	 164,974,052																
Public	health	in‐kind	assistance 														34,946,123	 ‐																															 ‐																																			 34,946,123																		
Epidemiology	and	response 														18,601,961	 671,472																 6,747,177																	 26,020,610																		
Laboratory	services 														11,528,526	 ‐																															 ‐																																			 11,528,526																		
Facilities	management 											126,381,128	 ‐																															 ‐																																			 126,381,128																
Development	Disabilities	Support	Services 														49,741,229	 ‐																															 ‐																																			 49,741,229																		
Health,	Certification,	Licensing	and	Oversight 														11,523,692	 ‐																															 ‐																																			 11,523,692																		
Other	health	initiatives 																																		‐	 ‐																															 414,482																				 414,482																								

Capital	outlay 																				975,461	 27,754																			 ‐																																			 1,003,215																					
																																		‐	 ‐																															 1,130,000																	 1,130,000																					

Capital	lease	interest	payment 																																		‐	 ‐																															 2,920,000																	 2,920,000																					

TOTAL	EXPENDITURES 427,868,703																				 1,863,096																 13,981,502																		 443,713,301																			

DEFICIENCY	OF	REVENUES

OVER	EXPENDITURES 									(176,297,978) ‐																								 							(13,331,175) 								(189,629,153)

OTHER	FINANCING	SOURCES	(USES):
State	General	Fund	appropriation 											283,241,200	 ‐																															 11,100,600															 294,341,800																
Tobacco	Settlement	appropriation 																6,851,600	 ‐																															 ‐																																			 6,851,600																					
County‐supported	Medicaid 																																		‐	 ‐																															 2,309,254																	 2,309,254																					
Reversion	‐	FY2013	‐	transfer	out 												(24,006,992) ‐																															 (162,953)																			 (24,169,945)																
Inter‐agency	transfers,	net 												(86,942,286) ‐																															 25,794																							 (86,916,492)																

TOTAL	OTHER	FINANCING
SOURCES	 															179,143,522	 ‐																												 													13,272,695	 														192,416,217	

NET	CHANGE	IN	FUND	BALANCE 																							2,845,544	 ‐																																		 																						(58,480) 2,787,064																					

FUND	BALANCES,	BEGINNING 																							3,429,926	 																													(62) 																						1,549,246	 4,979,110																					

FUND	BALANCES,	ENDING	(DEFICIT) 	$																							6,275,470	 	$																										(62) 	$																		1,490,766	 	$																						7,766,174	

Other
Non‐major

Total
Governmental

Major	Funds

Capital	lease	principal	payment

See	Notes	to	Financial	Statements
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STATE	OF	NEW	MEXICO
DEPARTMENT	OF	HEALTH

RECONCILIATION	OF	THE	STATEMENT	OF	REVENUES,	
EXPENDITURES	AND	CHANGES	IN	FUND	BALANCES	‐

	GOVERNMENTAL	FUNDS	TO	THE	STATEMENT	OF	ACTIVITIES
Year	Ended	June	30,	2013

Net	Changes	in	Fund	Balances	‐	Total	Governmental	Funds
(Statement	of	Revenues,	Expenditures,	and	Changes	in	Fund	Balances)	 $ 2,787,064										

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

In	the	Statement	of	Activities,	certain	operating	expenses	‐	compensated	
absences	(sick	and	annual	leave)	are	measured	by	the	amounts	earned	during	
the	year.	In	the	Governmental	Funds,	however,	expenditures	for	these	items	
are	measured	by	the	amounts	of	financial	resources	used	(essentially,	the	
amounts	actually	paid).	The	decrease	in	the	liabilities	for	the	fiscal	year	was: 501,663													

Governmental	Funds	report	capital	outlays	as	expenditures.	However,	in	the	
Statement	of	Activities,	the	cost	of	those	assets	is	allocated	over	their	
estimated	useful	lives	and	reported	as	depreciation	expense.	In	the	current	
period,	these	amounts	were:

Capital	outlay	 1,003,215										
Depreciation	expense (4,927,295)								

Excess	of	depreciation	expense	over	capital	outlay	 (3,924,080)								

The	Statement	of	Activities	reports	the	loss	on	the	sale	of	equipment,	while	
the		Statement	of	Revenues,	Expenditures	and	Changes	in	Fund	Balance	
reports	the	proceeds.	The	reconciling	amount	is	the	difference: (17,048)														

Repayments	of	capital	lease	obligations	are	an	expenditure	in	the	governmental
	 funds,	but	the	repayment	reduces	long‐term	liabilities	on	the	Statement	of
Net	Position: 1,130,000										

Change	in	net	position	of	governmental	activities	(Statement	of	Activities) $ 477,599													

See	Notes	to	Financial	Statements
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REPORT	OF	INDEPENDENT	AUDITORS	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	

	
	
	
Retta	Ward,	Cabinet	Secretary	
New	Mexico	Department	of	Health	
	 and	
Mr.	Hector	H.	Balderas,	
New	Mexico	State	Auditor	
	
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,	each	major	fund,	and	the	aggregate	remaining	fund	information,	the	budgetary	comparisons	of	
the	 general	 fund	 and	 major	 special	 revenue	 fund	 of	 State	 of	 New	 Mexico	 Department	 of	 Health	
(Department)	 as	 of	 and	 for	 the	 year	 ended	 June	 30,	 2013,	 and	 the	 related	 notes	 to	 the	 financial	
statements,	which	collectively	comprise	the	Department’s	basic	financial	statements,	and	the	combining	
and	 individual	 funds	 and	 related	 budgetary	 comparisons	 of	 the	 Department,	 presented	 as	
supplementary	information,	and	have	issued	our	report	thereon	dated	December	16,	2013.	
	
Internal	Control	Over	Financial	Reporting	

In	 planning	 and	 performing	 our	 audit	 of	 the	 financial	 statements,	 we	 considered	 the	 Department’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	Department’s	internal	control.	
Accordingly,	we	do	not	express	an	opinion	on	the	effectiveness	of	Department’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	
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Retta	Ward,	Cabinet	Secretary	
New	Mexico	Department	of	Health	
	 and	
Mr.	Hector	H.	Balderas,	
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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	2011‐01	and	
2013‐01	that	we	consider	to	be	significant	deficiencies.	

Compliance	and	Other	Matters	

As	part	of	obtaining	reasonable	assurance	about	whether	the	Department’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	2010‐11	and	2013‐03	through	2013‐
06.	

The	Department’s	Response	to	Findings	

The	Department’s	responses	to	 the	 findings	 identified	 in	our	audit	are	described	 in	the	accompanying	
schedule	of	findings	and	questioned	costs.	The	Department’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	 result	 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.	

	
Albuquerque,	New	Mexico	
December	16,	2013	
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REPORT	OF	INDEPENDENT	AUDITORS	ON	COMPLIANCE	FOR	THE	MAJOR	FEDERAL	
PROGRAM	AND	REPORT	ON	INTERNAL	CONTROL	OVER	COMPLIANCE	REQUIRED	BY	

OMB	CIRCULAR	A‐133	
	
	
	
Retta	Ward,	Cabinet	Secretary	
New	Mexico	Department	of	Health	
	 and	
Mr.	Hector	H.	Balderas,	
New	Mexico	State	Auditor	
	
	
Report	on	Compliance for	Each	Major	Federal	Program	

We	have	 audited	 State	 of	New	Mexico	Department	 of	Health’s	 (the	Department)	 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	Department's	major	federal	programs	for	the	year	
ended	 June	 30,	 2013.	 The	 Department's	 major	 federal	 programs	 are	 identified	 in	 the	 summary	 of	
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	Department'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	Department'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	 Department's	
compliance.	
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Opinion	on	Each	Major	Federal	Program	

In	 our	 opinion,	 the	 Department's	 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,	2013.	
	
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	 2013‐02	 and	 2013‐07.	 Our	 opinion	 on	 each	major	 federal	
program	is	not	modified	with	respect	to	these	matters.	

The	Department's	responses	to	the	noncompliance	findings	identified	in	our	audit	are	described	in	the	
accompanying	schedule	of	findings	and	questioned	costs.	The	Department's	response	was	not	subjected	
to	the	auditing	procedures	applied	in	the	audit	of	compliance	and,	accordingly,	we	express	no	opinion	on	
the	response.	
	
Report	on	Internal	Control	Over	Compliance	

Management	 of	 the	 Department's	 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	Department'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	Department's	internal	control	over	compliance.	
	
A	deficiency	 in	 internal	control	over	compliance	exists	when	 the	design	or	 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	a	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.	
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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.	However,	
we	identified	certain	deficiencies	in	internal	control	over	compliance,	as	described	in	the	accompanying	
schedule	 of	 findings	 and	 questioned	 costs	 as	 items	 2013‐02	 and	 2013‐07	 that	 we	 consider	 to	 be	
significant	deficiencies.	
	
The	Department's	responses	to	the	internal	control	over	compliance	findings	identified	in	our	audit	are	
described	in	the	accompanying	schedule	of	findings	and	questioned	costs.	The	Department's	responses	
were	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.	

	
Albuquerque,	New	Mexico	
December	16,	2013 






































