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Report	of	Independent	Auditors	
	
	
	
Hanna	Skandera,	Secretary‐Designate	of	Education	
New	Mexico	Public	Education	Department	
	 and	
Hector	H.	Balderas	
New	Mexico	State	Auditor	
	
	
We	have	audited	the	accompanying	financial	statements	of	the	governmental	activities,	
the	aggregate	discretely	presented	component	units	(Charter	Schools),	each	major	fund,	
the	 aggregate	 remaining	 fund	 information,	 and	 the	 budgetary	 comparisons	 for	 the	
general	 fund	 and	 major	 special	 revenue	 funds	 of	 New	 Mexico	 Public	 Education	
Department	(Department)	as	of	and	for	the	year	ended	June	30,	2012,	which	collectively	
comprise	the	Department’s	basic	financial	statements	as	 listed	in	the	table	of	contents.	
We	 have	 also	 audited	 the	 financial	 statements	 of	 each	 of	 the	 nonmajor	 governmental	
funds	 including	 the	 budgetary	 comparisons	 for	 the	 discretely	 presented	 component	
units	and	each	of	the	nonmajor	governmental	funds,	fiduciary	and	agency	funds,	and	the	
budgetary	comparisons	for	each	major	capital	project	fund	as	of	and	for	the	year	ended	
June	 30,	 2012,	 as	 listed	 in	 the	 table	 of	 contents.	 These	 financial	 statements	 are	 the	
responsibility	 of	 the	 Department’s	 management.	 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	of	material	misstatement.		An	
audit	 includes	 consideration	 of	 internal	 control	 over	 financial	 reporting	 as	 a	 basis	 for	
designing	 audit	 procedures	 that	 are	 appropriate	 in	 the	 circumstances,	 but	 not	 for	 the	
purpose	 of	 expressing	 an	 opinion	 on	 the	 effectiveness	 of	 the	 Department’s	 internal	
control	over	financial	reporting.	Accordingly	we	express	no	such	opinion.	An	audit	also	
includes	examining,	on	a	test	basis,	evidence	supporting	the	amounts	and	disclosures	in	
the	 financial	 statements,	 assessing	 the	 accounting	 principles	 used	 and	 the	 significant	
estimates	made	 by	management,	 as	well	 as	 evaluating	 the	 overall	 financial	 statement	
presentation.	We	believe	that	our	audit	provides	a	reasonable	basis	for	our	opinions.	
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In	our	opinion,	the	financial	statements	referred	to	above	present	fairly,	 in	all	material	
respects,	the	respective	financial	position	of	the	governmental	activities,	each	discretely	
presented	 component	 unit,	 each	 major	 fund,	 and	 the	 aggregate	 remaining	 fund	
information	of	 the	New	Mexico	Public	Education	Department,	as	of	 June	30,	2012,	and	
the	 respective	 changes	 in	 financial	position,	 respective	budgetary	 comparisons	 for	 the	
general	 fund	 and	major	 special	 revenue	 funds	 for	 the	 year	 then	 ended	 in	 conformity	
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,	
each	 fiduciary	 and	 agency	 fund	 as	 of	 June	30,	 2012,	 and	 the	 respective	 changes	 in	
financial	position,	respective	budgetary	comparisons	for	the	major	capital	project	funds	
and	all	nonmajor	funds	for	the	year	then	ended	in	conformity	with	accounting	principles	
generally	accepted	in	the	United	States	of	America.	
	
In	 accordance	 with	 Government	 Auditing	 Standards,	 we	 have	 also	 issued	 our	 report	
dated	 June	 13,	 2013,	 except	 for	 each	 discretely	 presented	 component	 unit	 (Charter	
Schools)	 as	 to	 which	 the	 date	 is	 December	 14,	 2012,	 on	 our	 consideration	 of	 the	
Department’s	internal	control	over	financial	reporting	and	our	tests	of	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	and	should	be	considered	in	assessing	the	results	of	our	audit.			
	
Accounting	 principles	 generally	 accepted	 in	 the	United	 States	 of	 America	 require	 that	
the	management’s	 discussion	 and	 analysis	 on	 pages	 I‐5	 through	 I‐37	 be	 presented	 to	
supplement	the	basic	financial	statements.	Such	information,	although	not	a	part	of	the	
basic	financial	statements,	is	required	by	the	Governmental	Accounting	Standards	Board	
who	 considers	 it	 to	 be	 an	 essential	 part	 of	 financial	 reporting	 for	 placing	 the	 basic	
financial	statements	 in	an	appropriate	operational,	economic,	or	historical	context.	We	
have	applied	certain	 limited	procedures	 to	 the	required	supplementary	 information	 in	
accordance	with	auditing	standards	generally	accepted	in	the	United	States	of	America,	
which	 consisted	 of	 inquiries	 of	 management	 about	 the	 methods	 of	 preparing	 the	
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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.	
	
Our	 audit	 was	 conducted	 for	 the	 purpose	 of	 forming	 opinions	 on	 the	 financial	
statements,	 the	 combining	 and	 individual	 fund	 financial	 statements,	 and	 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	 is	 presented	 for	 purposes	 of	 additional	 analysis	 and	 is	 not	 a	
required	 part	 of	 the	 financial	 statements.	 	 The	 additional	 schedules	 listed	 as	 other	
supplementary	information	listed	in	the	table	of	contents	are	presented	for	purposes	of	
additional	 analysis	 and	 are	 not	 a	 required	 part	 of	 the	 financial	 statements.	 Such	
information	 is	 the	 responsibility	 of	 management	 and	 was	 derived	 from	 and	 relates	
directly	 to	 the	 underlying	 accounting	 and	 other	 records	 used	 to	 prepare	 the	 financial	
statements.	The	 information	has	been	 subjected	 to	 the	auditing	procedures	 applied	 in	
the	 audit	 of	 the	 financial	 statements	 and	 certain	 additional	 procedures,	 including	
comparing	and	reconciling	such	 information	directly	 to	 the	underlying	accounting	and	
other	 records	 used	 to	 prepare	 the	 financial	 statements	 or	 to	 the	 financial	 statements	
themselves,	 and	 other	 additional	 procedures	 in	 accordance	 with	 auditing	 standards	
generally	 accepted	 in	 the	 United	 States	 of	 America.	 In	 our	 opinion,	 the	 schedules	
referred	 to	 above	 are	 fairly	 stated	 in	 all	 material	 respects	 in	 relation	 to	 the	 financial	
statements	as	a	whole.	

	
Albuquerque,	New	Mexico	
June	13,	2013,	except	for	each	discretely	presented	
component	unit	(Charter	Schools)	as	to	which	the	
date	is	December	14,	2012	
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NOTE	10.	 SPECIAL	APPROPRIATIONS	
	
A	summary	of	the	Special	appropriations,	fund	79000,	is	as	follows:	
	
	 	 	 	 	 	 	 	 Remaining	
	 Appropriation	Appropriation	Expenditures	 Reserve	Fund	 	 Balance	to	
Legislation	 	 Period	 	 	 Amount	 	 	 to	Date	 	 	 Balances	 	 	 Expend	 	
Laws	2007,	
	 Ch21,	28	 	 2007	–	2008	 $	 4,230,000	 	 (4,059,578)	 	 170,422	 	 170,422	
Laws	2008,	
	 Ch	6	 	 2008	‐	2009	 	 1,650,000	 	 (1,616,392)	 	 33,608	 	 33,608	
Laws	2009	
	 Ch	124	 	 2009	–	2010	 	 36,197,100	 	(33,527,451)	 	 764,891	 	 764,891	
	
Total	Special	Appropriations	outstanding	 	 	 	 	 968,921	 	 968,921	
	
Total	fund	balance	for	other	
non‐special	projects	within	
this	fund:	 	 `	 	 	 	 	 	 6,234,349	 	 6,234,349	
	
Total	2012	 	 	 $	 42,077,100	 	(39,203,421)	 	 7,203,270	 	 7,203,270	
	
	
NOTE	11.	 COMMITMENTS	AND	CONTINGENCIES	
	
Amounts	received	or	receivable	from	grantor	agencies	are	subject	to	audit	and	adjustment	by	
grantor	 agencies,	 principally	 the	 federal	 government.	 Any	 disallowed	 claims,	 including	
accounts	already	collected,	may	constitute	a	 liability	of	 the	applicable	 funds.	The	amount,	 if	
any,	of	expenditures	which	may	be	disallowed	by	 the	grantor	cannot	be	determined	at	 this	
time,	although	the	Department	expects	such	amounts,	if	any,	to	be	immaterial.	
	
Contingency.	 	 The	 Department	 did	 not	 meet	 its	 required	 level	 of	 financial	 support	 for	 the	
Special	 Education	 Cluster	 of	 programs	 for	 fiscal	 years	 2011	 and	 2012.	 	 As	 a	 result,	 the	
Department	 may	 have	 a	 one‐time	 reduction	 of	 future	 federal	 funding.	 	 	 Management’s	
estimate	of	the	potential	one‐time	reduction	in	federal	funding	ranges	from	$0	to	$63,491,592	
as	more	fully	described	in	the	audit	finding	PED	12‐07	Maintenance	of	Effort	(MOE)	–	Special	
Education	 Cluster	 (Material	Noncompliance	 and	Material	Weakness	 in	 Internal	 Compliance)	
which	begins	on	page	II‐85	in	Volume	II	of	the	June	30,	2012	financial	statements.			
	
Litigation.		There	are	several	pending	and/or	threatened	lawsuits	in	which	the	Department	is	
involved.	Generally,	these	matters	are	insured	by	the	Risk	Management	Division	(RMD)	of	the	
New	 Mexico	 General	 Services	 Department.	 The	 Department’s	 attorneys	 estimate	 that	 the	
potential	 claims	 against	 the	 Department	 not	 covered	 by	 insurance	 resulting	 from	 such	
litigation	would	not	materially	affect	the	financial	statements	of	the	Department.	
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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	

	
	
	
Hanna	Skandera,	Secretary‐Designate	of	Education	
New	Mexico	Public	Education	Department	
	 and	
Hector	H.	Balderas	
New	Mexico	State	Auditor	
	
	
We	have	audited	the	accompanying	financial	statements	of	the	governmental	activities,	
the	 aggregate	 discretely	 presented	 component	 units,	 each	major	 fund,	 the	 aggregate	
remaining	fund	information,	and	the	budgetary	comparisons	for	the	general	fund	and	
major	 special	 revenue	 funds	 of	 New	 Mexico	 Public	 Education	 Department	
(Department)	as	of	and	for	the	year	ended	June	30,	2012,	which	collectively	comprise	
the	Department’s	basic	financial	statements	as	listed	in	the	table	of	contents.	We	have	
also	 audited	 the	 financial	 statements	 of	 each	 of	 the	 nonmajor	 governmental	 funds	
including	the	budgetary	comparisons	for	the	discretely	presented	component	units	and	
each	 of	 the	 nonmajor	 governmental	 funds,	 fiduciary	 and	 agency	 funds,	 and	 the	
budgetary	comparisons	for	each	major	capital	project	fund	as	of	and	for	the	year	ended	
June	 30,	 2012,	 as	 listed	 in	 the	 table	 of	 contents	 and	 have	 issued	 our	 report	 thereon	
dated	 June	 13,	 2013,	 except	 for	 each	 discretely	 presented	 component	 unit	 (Charter	
Schools)	 as	 to	 which	 the	 date	 is	 December	 14,	 2012.	 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.	
	
Internal	Control	Over	Financial	Reporting	
	
Management	 of	 the	 Department	 is	 responsible	 for	 establishing	 and	 maintaining	
effective	 internal	 control	 over	 financial	 reporting.	 In	 planning	 and	 performing	 our	
audit,	we	 considered	 the	Department’s	 internal	 control	 over	 financial	 reporting	 as	 a	
basis	for	designing	our	auditing	procedures	for	the	purpose	of	expressing	our	opinion	
on	 the	 financial	 statements,	 but	not	 for	 the	purpose	of	 expressing	an	opinion	on	 the	
effectiveness	 of	 the	 Department’s	 internal	 control	 over	 financial	 reporting.	
Accordingly,	 we	 do	 not	 express	 an	 opinion	 on	 the	 effectiveness	 of	 Department’s	
internal	control	over	financial	reporting.	
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Our	 consideration	 of	 internal	 control	 over	 financial	 reporting	 was	 for	 the	 limited	
purpose	 described	 in	 the	 preceding	 paragraph	 and	 was	 not	 designed	 to	 identify	 all	
deficiencies	 in	 internal	 control	 over	 financial	 reporting	 that	 might	 be	 significant	
deficiencies	or	material	weaknesses	and	therefore,	there	can	be	no	assurance	that	all	
deficiencies,	 significant	 deficiencies,	 or	 material	 weaknesses	 have	 been	 identified.	
However,	as	described	in	the	accompanying	schedule	of	findings	and	questioned	costs,	
we	 identified	 certain	deficiencies	 in	 internal	 control	 over	 financial	 reporting	 that	we	
consider	 to	 be	 material	 weaknesses	 and	 other	 deficiencies	 that	 we	 consider	 to	 be	
significant	deficiencies.	
	
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	 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.	 We	
consider	 the	 deficiencies	 described	 in	 the	 accompanying	 schedule	 of	 findings	 and	
questioned	costs	to	be	material	weaknesses:	CS	12‐01‐SS,	CS	11‐07‐FF,	CS	12‐02‐C,	and	
CS	11‐01‐C.	
	
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.	We	consider	the	deficiencies	described	in	
the	 accompanying	 schedule	 of	 findings	 and	 questioned	 costs	 to	 be	 significant	
deficiencies:	 PED	 10‐02,	 PED	 10‐03,	 PED	 10‐07,	 PED	 11‐01,	 PED	 11‐10,	 PED	 11‐11,	
PED	12‐04,	PED	12‐05,	DVR	12‐01,	DVR	12‐02,	DVR	12‐03,	CS	12‐02‐A,	CS	12‐02‐VV,	
CS	09‐203‐VV,	 CS	12‐01‐TT,	 CS	 12‐05‐SS,	 CS	 12‐01‐LL,	 CS	 12‐01‐JJ,	 CS	 11‐02‐HH,	 CS	
11‐07‐DD,	CS	12‐03‐Y,	CS	11‐02‐W,	CS	12‐01‐V,	CS	11‐04‐U,	CS	11‐02‐U,	CS	09‐25‐U,	
CS	09‐16‐U,	CS	12‐01‐R,	CS	09‐19‐M,	CS	11‐01‐K,	CS	11‐02‐J,	CS	11‐02‐F,	CS	12‐01‐E,	
CS	12‐01‐D,	CS	11‐01‐D,	CS	11‐06‐C,	and	CS	11‐05‐E. 
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Compliance	and	Other	Matters	

As	 part	 of	 obtaining	 reasonable	 assurance	 about	whether	 the	Department’s	 financial	
statements	 are	 free	 of	 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	CS	12‐03‐HH,	CS	12‐02‐KK,	CS	12‐03‐	KK,	CS	11‐06‐DD,	
CS	12‐02‐XX,	CD	09‐203‐VV,	CS	09‐164‐RR,	CS	12‐01‐QQ,	CS	12‐02‐PP,	CS	12‐01‐D,	CS	
12‐01‐E,	CS	12‐01‐I,	CS	12‐05‐M,	CS	12‐01‐P,	CS	12‐02‐Q,	CS	12‐01‐R,	CS	12‐01‐S,	CS	
11‐02‐T,	CS	12‐01‐JJ,	CS	09‐16‐U,	CS	12‐01‐V,	CS	12‐01‐II,	CS	11‐04‐AA,	CS	12‐01‐BB,	
CS	12‐02‐HH,	CS	12‐03‐GG,	CS	11‐01‐B,	CS	11‐02‐F,	CS	11‐01‐K,	CS	11‐01‐C,	CS	11‐07‐
FF,	and	CS	11‐59‐VV.	

We	 also	 noted	 certain	 other	 matters	 that	 are	 required	 to	 be	 reported	 pursuant	 to	
Section	 12‐6‐5,	 NMSA	 1978,	 which	 are	 described	 in	 the	 accompanying	 schedule	 of	
findings	and	questioned	costs	as	findings	PED	10‐06,	PED‐12‐01,	PED	12‐03,	PED	12‐
06,		CS	10‐13‐A,	CS	12‐01‐A,	CS	12‐01‐B,	CS	12‐02‐B,	CS	12‐03‐B,	CS	12‐04‐B,	CS	07‐21‐
C,	CS	07‐26‐C,	CS	08‐22‐C,	CS	11‐02‐C,	CS	12‐01‐C,	CS	12‐03‐C,	CS	12‐04‐C,	CS	12‐05‐C,	
CS	12‐06‐C,	CS	12‐07‐C,	CS	11‐01‐D,	CS	11‐02‐D,	CS	12‐02‐D,	CS	12‐03‐D,	CS	12‐04‐D,	
CS	11‐01‐E,	CS	11‐02‐E,	CS	11‐03‐E,	CS	11‐05‐E,	CS	11‐07‐E,	CS	12‐02‐E,	CS	10‐30‐F,	CS	
12‐01‐F,	CS	12‐02‐F,	CS	12‐03‐F,	CS	12‐01‐G,	CS	12‐01‐H,	CS	11‐01‐I,	CS	11‐02‐I,	CS	12‐
02‐I,	CS	09‐18‐J,	CS	09‐24‐K,	CS	10‐24‐K,	CS	11‐02‐K,	CS	11‐03‐K,	CS	12‐01‐K,	CS	12‐
02‐K,	CS	12‐03‐K,	CS	12‐01‐L,	CS	12‐01‐M,	CS	12‐02‐M,	CS	12‐03‐M,	CS	12‐04‐M,	CS	11‐
02‐N,	CS	12‐01‐N,	CS	11‐02‐P,	CS	12‐02‐P,CS	12‐01‐Q,	CS	12‐02‐R,	CS	12‐03‐R,	CS	12‐4‐
R,	CS	10‐25‐S,	CS	11‐04‐S,	CS	11‐03‐T,	CS	12‐01‐T,	CS	12‐02‐T,	CS	12‐03‐T,	CS	12‐04‐T,	
CS	09‐18‐U,	CS	11‐03‐U,	CS	12‐01‐U,	CS	12‐02‐U,	CS	12‐02‐V,	CS	11‐02‐W,	CS	12‐01‐W,	
CS	12‐01‐X,	CS	11‐01‐Y,	CS	12‐01‐Y,	CS	12‐02‐Y,	CS	12‐03‐Y,	CS	11‐03‐Z,	CS	11‐04‐Z,	CS	
12‐01‐Z,	CS	12‐02‐Z,	CS	12‐03‐Z,	CS	11‐04‐AA,	CS	12‐01‐AA,	CS	12‐02‐AA,	CS	12‐01‐BB,	
CS	11‐02‐CC,	CS	11‐04‐CC,	CS	11‐06,	CS‐11‐07‐DD,	CS	11‐11‐DD,	CS	12‐01‐DD,	CS	12‐
02‐DD,	 CS	 12‐03‐DD,	 CS	 12‐04‐DD,CS	 11‐02‐EE,	 CS	 12‐01‐EE,	 CS	 12‐02‐EE,	
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CS	09‐18‐FF,	CS	11‐03‐FF,	CS	11‐08‐FF,	CS	12‐01‐FF,	CS	12‐02‐FF,	CS	12‐03‐FF,	CS	10‐
30‐GG,	CS	10‐31‐GG,	CS	12‐01‐GG,	CS	12‐02‐GG,	CS	12‐04‐GG,	CS	11‐01‐HH,	CS	11‐02‐
HH,	CS	11‐03‐HH,	CS	11‐04‐HH,	CS	12‐01‐HH,	CS	12‐02‐HH,	CS	12‐04‐HH,	CS	12‐02‐II,	
CS	12‐03‐II,	CS	11‐04‐JJ,	CS	12‐02‐JJ,	CS	12‐01‐KK,	CS	12‐04‐KK,	 	CS‐12‐01‐LL,	CS	12‐
02‐LL,	CS	12‐03‐LL,	CS	08‐89‐NN,	CS	12‐01‐NN,	CS	12‐02‐NN,	CS	12‐01‐PP,	CS	09‐172‐
RR,	CS	11‐45‐RR,	CS	12‐02‐SS,	CS	12‐03‐SS,	CS	12‐04‐SS,	CS	12‐01‐UU,	CS	09‐207‐VV,	
CS	11‐56‐VV,	CS	11‐57‐VV,	CS	11‐58‐VV,	CS	12‐01‐VV,	CS	12‐01‐WW,	CS	12‐02‐WW,	CS	
12‐01‐XX.	
	
The	Department’s	responses	to	the	findings	identified	in	our	audit	are	described	in	the	
accompanying	 schedule	 of	 findings	 and	 questioned	 costs.	 We	 did	 not	 audit	 the	
Department’s	response’s	and,	accordingly,	we	express	no	opinion	on	them.		
	
This	report	is	intended	solely	for	the	information	and	use	of	management,	Secretary	of	
Education,	 others	 within	 the	 entity,	 New	 Mexico	 Department	 of	 Finance	 and	
Administration,	 the	 New	 Mexico	 State	 Auditor,	 the	 New	 Mexico	 Legislature,	 and	
applicable	federal	grantors,	and	is	not	intended	to	be	and	should	not	be	used	by	anyone	
other	than	these	specified	parties.	

	
Albuquerque,	New	Mexico	
June	13,	2013,	except	for	each	discretely	presented	
component	unit	(Charter	Schools)	as	to	which	the	
date	is	December	14,	2012	
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Report	on	Compliance	With	Requirements		
that	Could	Have	a	Direct	and	Material	Effect	on		
Each	Major	Program	and	on	Internal	Control	

Over	Compliance	in	Accordance	With	OMB	Circular	A‐133	
	
	
Hanna	Skandera,	Secretary‐Designate	of	Education	
State	of	New	Mexico		
Public	Education	Department	
	 and	
Mr.	Hector	H.	Balderas	
New	Mexico	State	Auditor	
Santa	Fe,	New	Mexico	
	
	
Compliance	
We	have	audited	the	State	of	New	Mexico	Public	Education	Department’s	(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	its	
major	 federal	 programs	 for	 the	 year	 ended	 June	 30,	 2012.	 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.	 Compliance	 with	 the	
requirements	of	laws,	regulations,	contracts,	and	grants	applicable	to	each	of	its	major	
federal	 programs	 is	 the	 responsibility	 of	 the	 Department’s	 management.	 Our	
responsibility	 is	 to	express	an	opinion	on	the	Department’s	compliance	based	on	our	
audit.		
	
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.	
Our	audit	does	not	provide	a	legal	determination	of	the	Department’s	compliance	with	
those	requirements.	
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As	 described	 in	 item	 DVR	 11‐02,	 in	 the	 accompanying	 schedule	 of	 findings	 and	
questioned	 costs,	 the	 Department	 did	 not	 comply	 with	 requirements	 regarding	
allowable	 costs	 and	 cash	 management	 for	 Rehabilitation	 Services	 –	 Vocational	
Rehabilitation	 Grants	 to	 States	 and	 ARRA	 –	 Vocational	 Rehabilitation.	 	 Also,	 as	
described	 in	 the	 item	 PED	 12‐07,	 in	 the	 accompanying	 schedule	 of	 findings	 and	
questioned	 costs,	 the	 Department	 did	 not	 comply	 with	 requirements	 regarding	
maintenance	of	effort	for	the	Special	Education	Cluster	Programs.	
	
Compliance	with	such	requirements	is	necessary,	in	our	opinion,	for	the	Department	to	
comply	with	the	requirements	applicable	to	those	programs.	
	
In	our	opinion,	except	for	the	noncompliance	described	in	the	preceding	paragraph,	the	
Department	 complied,	 in	 all	 material	 respects,	 with	 the	 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,	 2012.	 The	 results	 of	 our	 auditing	
procedures	also	disclosed	other	instances	of	noncompliance	with	those	requirements,	
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	
PED	10‐04,	PED	12‐02,	PED	12‐08,	DVR	11‐03,	FA‐11‐01‐D,	FA	12‐01‐J,	FA	11‐01‐K,	FA	
11‐08‐NN,	and	FA	11‐12‐VV.	
	
Internal	Control	Over	Compliance	

Management	 of	 the	 Department	 is	 responsible	 for	 establishing	 and	 maintaining	
effective	internal	control	over	compliance	with	the	requirements	of	 laws,	regulations,	
contracts,	and	grants	applicable	to	federal	programs.	 In	planning	and	performing	our	
audit,	 we	 considered	 the	 Department’s	 internal	 control	 over	 compliance	 with	
requirements	that	could	have	a	direct	and	material	effect	on	a	major	federal	program	
in	 order	 to	 determine	 our	 auditing	 procedures	 for	 the	 purpose	 of	 expressing	 our	
opinion	on	compliance,	and	to	test	and	report	on	 internal	control	over	compliance	 in	
accordance	with	OMB	Circular	A‐133	and	therefore,	there	can	be	no	assurance	that	all	
deficiencies,	 significant	deficiencies,	or	material	weaknesses	have	been	 identified	but	
not	 for	 the	purpose	of	 expressing	an	opinion	on	 the	 effectiveness	 of	 internal	 control	
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over	compliance.	Accordingly,	we	do	not	express	an	opinion	on	the	effectiveness	of	the	
Department’s	internal	control	over	compliance.	
	
Our	 consideration	 of	 internal	 control	 over	 compliance	 was	 for	 the	 limited	 purpose	
described	 in	 the	 preceding	 paragraph	 and	 would	 not	 necessarily	 identify	 all	
deficiencies	 in	 internal	 control	over	compliance	 that	might	be	significant	deficiencies	
or	material	weaknesses	as	defined	below.	However,	as	discussed	below,	we	identified	
certain	deficiencies	in	internal	control	over	compliance	that	we	consider	to	be	material	
weaknesses	 and	 other	 deficiencies	 in	 internal	 control	 over	 compliance	 that	 we	
consider	to	be	significant	deficiencies.	

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	
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.	 We	 consider	 the	 deficiencies	 in	 internal	 control	 over	 compliance	
described	in	the	accompanying	schedule	of	findings	and	questioned	costs	as	items	DVR	
11‐02	and	PED	12‐07	to	be	a	material	weakness.	

A	 significant	 deficiency	 in	 internal	 control	 over	 compliance	 is	 a	 deficiency,	 or	
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.	 	We	 consider	 the	 deficiencies	 in	 internal	 control	
over	compliance	described	in	accompanying	schedule	of	findings	and	questioned	costs	
as	items	PED	10‐04,	PED	12‐02,	DVR	11‐03,	DVR	11‐05,	FA	11‐01‐D,	and	FA	12‐01‐J	to	
be	significant	deficiencies.	
	
The	Department’s	responses	to	the	findings	identified	in	our	audit	are	described	in	the	
accompanying	 schedule	 of	 findings	 and	 questioned	 costs.	 We	 did	 not	 audit	 the	
Department’s	responses	and,	accordingly,	we	express	no	opinion	on	them.		
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The	purpose	of	this	report	is	solely	to	1)	describe	the	scope	of	our	testing	of	internal	
control	 over	 compliance	 and	 the	 results	 that	 testing;	 and	 (2)	 express	 an	 opinion	 on	
compliance	based	on	our	audit.	This	report	is	an	integral	part	of	an	audit	performed	in	
accordance	with	OMB	Circular	A‐133.	Accordingly,	 this	 report	 is	not	 suitable	 for	 any	
other	purpose.	

	
Albuquerque,	New	Mexico	
June	13,	2013,	except	for	each	discretely	presented	
component	unit	(Charter	Schools)	as	to	which	the	
date	is	December	14,	2012	
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Management	Response:	Management	concurs	with	 the	 finding.	 	The	Department	has	
procedures	in	place	and	has	trained	staff	regarding	the	requirement	that	services	are	
not	to	be	rendered	without	a	completed	contract,	however	violations	have	occurred.		
The	Department	has	 reviewed	 the	 contract	process	 to	determine	what	 changes	 are	
needed	 to	 better	 manage	 PED	 contracts	 and	 help	 to	 reduce	 the	 potential	 for	
procurement	violations.	 	Once	these	revisions	are	implemented	staff	training	will	be	
provided	 to	 ensure	 Department	 staff	 are	 trained	 and	 understand	 the	 Department	
policy.	The	Bureau	Chief	of	Accounting	and	Audit	and	the	Procurement	Bureau	Chief	
are	the	responsible	parties	to	develop	and	implement	the	corrective	action	to	address	
the	above	audit	finding	within	the	next	calendar	year.	
	
PED	12‐02	Subrecipient	Monitoring	(Significant	Deficiency,	Non‐Compliance)	
	
Federal	 Programs:	 	 Title	 II‐U.S.	 Department	 of	 Education,	 CFDA	 #84.367A;	 Special	
Education	Cluster‐	U.S.	Department	of	Education,	CFDA	#84.027A/84.173A,	84.391A,	
84.392A;	 School	 Improvement	 Cluster‐U.S.	 Department	 of	 Education,	 CFDA	
#84.377/84.388;	 	 Title	 I‐U.S.	 Department	 of	 Education,	 CFDA	 #84.010;	 Child	
Nutrition	Cluster	–	U.S.	Department	of	Agriculture,	CFDA	10.553/10.555	
	
Condition:	 	We	noted	 that	while	 the	Department	 had	 a	 process	 for	 following	 up	 on	
noncompliance	and	monitoring	of	corrective	actions	of	subrecipients	in	place	at	year	
end	 (all	 federal	 programs)	 through	 a	 review	 of	 the	 subrecipient’s	 financial	
statements,	 this	 follow	up	was	not	done	during	 the	year.	 In	addition,	 for	 the	School	
Improvement	Cluster	of	Programs,	there	was	no	proof	of	required	site	visits	for	1	of	3	
subrecipients	tested.	
	
It	was	also	noted	that	the	required	information	(CFDA	#	and	OMB	Circulars)	was	not	
communicated	to	the	subrecipients	of	the	Child	Nutrition	Cluster.	
	
Criteria:		Per	OMB	Circular	A‐133,	A	pass‐through	entity	is	responsible	for:		
	

1. During‐the‐Award	Monitoring	 ‐	 Monitoring	 the	 subrecipient’s	 use	 of	 Federal	
awards	 through	 reporting,	 site	 visits,	 regular	 contact,	 or	 other	 means	 to	
provide	 reasonable	 assurance	 that	 the	 subrecipient	 administers	 Federal	
awards	 in	compliance	with	 laws,	regulations,	and	the	provisions	of	contracts	
or	grant	agreements	and	that	performance	goals	are	achieved.	

2. Subrecipient	Audits	–	 (1)	Ensuring	 that	 subrecipients	 expending	$500,000	or	
more	 in	 Federal	 awards	 during	 the	 subrecipient’s	 fiscal	 year	 for	 fiscal	 years	
ending	after	December	31,	2003	as	provided	in	OMB	Circular	A‐133	have	met	
the	audit	requirements	of	OMB	Circular	A‐133	and	that	the	required	audits	are	
completed	within	9	months	of	 the	end	of	 the	subrecipient’s	audit	period;	 (2)	
issuing	a	management	decision	on	audit	findings	within	6	months	after	receipt	
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