




















State Auditor (P628) Salaries and Benefits (200's) Contractual Services (300's) Other (400's) Other Financing Uses (500's) TOTAL

FY27 Operating Budget: General Fund $3,864.1 $221.3 $642.1 $0.0 $4,727.5
Increases (Decreases)

Increase # of funded FTE by approximately 17 (base budget) $2,472.9 $2,472.9 

3 new FTE and associated operating costs (expansion) $308.7 $18.5 $327.2 
GSD internal service charges (liability, workers comp, 

unemployment, property, motor pool)
$12.8 $0.5 $13.3 

10% employee health benefits premium increase $84.9 $84.9 

Agency audit rate ($0.1) ($0.1)

 IT maintenance and support $56.7 $56.7 

Employee travel for auditing fieldwork, outreach, and training $5.6 $5.6 

IT hardware/software agreements and licenses $70.0 $70.0 

DoIT internal service charges $85.3 $85.3 

Office lease $4.6 $4.6 

$0.0 

$0.0 

FY28 Request: General Fund $6,743.4 $277.9 $826.6 $0.0 $7,847.9
$ increase over FY27 $2,879.3 $56.6 $184.5 $0.0 $3,120.4

% increase over FY27 74.5% 25.6% 28.7% #DIV/0! 66.0%

STATE AUDITOR (30800)
FY28 RECURRING GENERAL FUND: AGENCY APPROPRIATION REQUEST 

CHANGES BY PROGRAM AND CATEGORY

CATEGORY TOTALS MUST RECONCILE WITH THE GENERAL FUND COLUMN OF THE BFM REV EXP COMPARISON AGENCY REPORT
TYPE IN GREEN CELLS ONLY









































































State Auditor State of New Mexico

BU PCode Contract by PCode Detail Run Date: 9/9/26
30800 P628 (Dollars in Thousands) Run Time: 12:08:34 PM

-------------------------- FY 2028 Agency Request --------------------------
Fund Account # Contract Purpose Actuals GF OSF ISF/IAT FF Total Justification

11100 535200 Professional Services 1000 0.0 46.1 0.0 0.0 0.0 46.1 Professional service contracts for
impact studies, strategic planning
and stakeholder engagement for
Audit Rule & Audit Act changes/
implementation.

11100 535209 Professional Svcs - Interagen 1000 16.3 0.0 0.0 0.0 0.0 0.0

11100 535300 Other Services 1000 33.9 41.0 0.0 0.0 0.0 41.0 Horizons-650 ($1k), Consulting,
Case IQ Fraud Reporting and Case
Mgmt System ($40K - ongoing fees
and mtn)

11100 535400 Audit Services 1000 17.2 18.3 0.0 0.0 0.0 18.3 External financial audit for agency -
per FY28 DFA Consolidated Rate
Sheet

11100 535500 Attorney Services 1000 8.4 25.0 0.0 0.0 0.0 25.0 Legal consultation for pending
litigation

11100 535600 IT Services 1000 70.2 147.5 0.0 0.0 0.0 147.5 RTS Web hosting & annual
maintenance ($15k),  RTS OSA
Connect enhancements for reporting
entities ($60K), RS21 maintenance/
support for new AI software for
report review objectives & related
data analytics ($72.5k)

TOTAL EXPENSE 146.0 277.9 0.0 0.0 0.0 277.9
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State of New Mexico

SPECIALS, SUPPLEMENTALS AND DEFICIENCIES DFA
(Prepare separate forms for each request)

BU: 30800 Request Type: Special (FY 28)

Agency: State Auditor

Program:

Analyst: Manuel Luna

Phone: 505-394-1600 Rank: 1

TOTAL SOURCES MUST EQUAL TOTAL USES

(Dollars in Thousands)

Sources

Revenue Account Amount

General Fund Transfers 1,000.0

Total Sources 1,000.0

Full Time Equivalents (FTE)

Type Amount of FTE

0.00

Total FTE 0.00

Request is related to a recurring expense No

Request is related to a capital request No

Request is related to proposed
legislation No

Language requested for inclusion in General Appropriations Act (Please Follow Legislative Bill Drafting Conventions - See
Instructions)

For technical assistance for the small local public bodies' compliance program.

Justification Quantitative Data (Description)

Uses

Uses Account Amount

Contractual Services 1,000.0

Total Uses 1,000.0
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The Office of the State Auditor (OSA) currently operates the Small Local Public Bodies Assistance Program (sLPB), which provides
targeted support to small, resource-limited local governments. In recent years, demand for technical assistance, training, and
compliance support has grown significantly across all types of local governments—including municipalities, counties, school
districts, and special districts. This increasing demand now exceeds the program’s current capacity, and the state lacks a
permanent, scalable framework to support local governments before compliance issues arise. 

To maintain recent compliance gains and address increasing demand for technical assistance across local governments, the Office
of the State Auditor seeks continued funding for the existing Small Local Public Bodies Assistance Program and support for its
expansion into a permanent Local Government Support Program, building on the success of the sLPB program, which was initially
funded in FY 2023. 

Local governments across the state face growing complexity in financial reporting, procurement compliance, internal controls, and
audit readiness. For Small Local Public Bodies (sLPBs), limited staffing, resource constraints, and turnover in key positions create
ongoing challenges that require continued technical assistance and support. As of June 30, 2024, the OSA Findings Report (https://
www.osa.nm.gov/accountability-office/findings-reports/) noted that the 82 SLPBs that required an annual financial statement audit
had a combined total of 80 findings. In addition,136 sLPBs required a lower tier of review known as an Agreed Upon Procedures
(AUP) report. These reports identified 298 findings across the population. The impacts of these findings extend beyond compliance.
Delayed audits and unresolved findings can hinder access to grant funding, delay reimbursement requests, and jeopardize eligibility
for state and federal financial assistance programs.

The OSA has thus far received a total of $2.5 million in annual special appropriation to manage the program and provide direct
assistance.  The main focus for the OSA sLPB program has been entities receiving $500,000 or less in revenue.  As of fiscal Year
2026, the program demonstrated measurable success by bringing 375 entities into compliance, completing 1220 financial
certifications, and facilitating the release of more than $14.8 million in previously withheld capital outlay funding. The program’s
popularity has also attracted 84 new agencies that have requested assistance. These outcomes directly enabled critical
infrastructure improvements, strengthened community services, and enhanced local governance in rural areas.

A $1,000,000 special appropriation to the Office of the State Auditor (OSA) will help the Agency eliminate the backlog of delinquent
financial certifications required under the Audit Act for sLPBs such as acequias, land grants, soil and water conservation districts,
mutual domestic water consumer associations, and other small political subdivisions of the state. Unless these entities file
mandated financial reports, they cannot access the capital outlay appropriations and other public funding already allocated by the
Legislature for their communities, nor can they apply for new sources of funding.

The OSA proposes contracting with Independent Public Accountants (IPAs) and expanding its direct technical assistance program
to help these entities come into compliance quickly and efficiently, clearing the bottleneck that currently blocks millions of dollars
from flowing to critical local projects across New Mexico.

The following are key areas of need:
• Compliance with State Regulations: Assist sLPBs in meeting the requirements of the Audit Act by completing agreed-upon
procedures (AUPs) or certifications, depending on size and revenue.
• Market Access to Accountants: Secure qualified IPAs to complete certifications and provide direct OSA support when sLPBs
cannot secure or afford accounting services.
• Workload and Staffing Levels: Scale technical assistance to address a backlog of almost 2,000 noncompliant certifications, some
delinquent for over a decade.
• Capital Outlay and Public Funding Access: Enable sLPBs to comply with financial reporting so they can access appropriated
funding in a timely manner.
• Alignment with Legislative Goals: Fulfill the Legislature’s intent by ensuring appropriations for ditches, land, water, and
infrastructure improvement projects reach their intended communities.
• Equity for Rural Entities: Level the playing field for small, volunteer-driven public bodies that lack the administrative capacity of
larger municipalities or state agencies.
• Transparency and Accountability: Ensure that legislative dollars allocated to local projects are spent transparently and accounted
for under state law.
• Regular Review and Adjustment: Establish sustainable compliance processes so that once the backlog is cleared, sLPBs can
remain current in future years.
The updated sLPB compliance program will strike a balance between accountability, transparency, and accessibility to public
funding across the state, supporting rural communities while protecting taxpayer dollars.

Request: Provide a brief description of what the request does, how the dollars will be spent and explain why it is a
nonrecurring need.
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A $1,000,000 special appropriation to the Office of the State Auditor (OSA) will help the Agency eliminate the backlog of delinquent
financial certifications required under the Audit Act for Small Local Public Bodies (sLPBs) such as acequias, land grants, soil and
water conservation districts, mutual domestic water consumer associations, and other small political subdivisions of the state.
Unless these entities file mandated financial reports, they cannot access the capital outlay appropriations and other public funding
already allocated by the Legislature for their communities, nor can they apply for new sources of funding. 

The OSA proposes contracting with Independent Public Accountants (IPAs) and expanding its direct technical assistance program
to help these entities come into compliance quickly and efficiently, clearing the bottleneck that currently blocks millions of dollars
from flowing to critical local projects across New Mexico. 

The following are key areas of need: 
• Compliance with State Regulations: Assist sLPBs in meeting the requirements of the Audit Act by completing agreed-upon
procedures (AUPs) or certifications, depending on size and revenue.
• Market Access to Accountants: Secure qualified IPAs to complete certifications and provide direct OSA support when sLPBs
cannot secure or afford accounting services.
• Workload and Staffing Levels: Scale technical assistance to address a backlog of almost 2,000 noncompliant certifications, some
delinquent for over a decade.
• Capital Outlay and Public Funding Access: Enable sLPBs to comply with financial reporting so they can access appropriated
funding in a timely manner.
• Alignment with Legislative Goals: Fulfill the Legislature’s intent by ensuring appropriations for ditches, land, water, and
infrastructure improvement projects reach their intended communities.
• Equity for Rural Entities: Level the playing field for small, volunteer-driven public bodies that lack the administrative capacity of
larger municipalities or state agencies.
• Transparency and Accountability: Ensure that legislative dollars allocated to local projects are spent transparently and accounted
for under state law.
• Regular Review and Adjustment: Establish sustainable compliance processes so that once the backlog is cleared, sLPBs can
remain current in future years.
The updated sLPB compliance program will strike a balance between accountability, transparency, and accessibility to public
funding across the state, supporting rural communities while protecting taxpayer dollars.

Request: How the dollars will be spent.

The OSA will:
• Issue a Request for Proposals (RFP) to contract Independent Public Accountants (IPAs) for completion of certifications.
• Provide direct technical assistance when sLPBs cannot secure IPA services.
• Strengthen statewide compliance systems for small local governments.
• Increase service capacity, manage a growing workload, and ensure the agency can effectively provide the expanded services and
support anticipated under this transition, as well as maintain statistical information to assist in decision-making as the program
grows.
• Develop, coordinate, and deliver training and professional development programs that strengthen stakeholder understanding,
promote consistent implementation of requirements, and support ongoing program success.
• Track, monitor, and report results to the Legislature to ensure transparency, fairness, and accountability.

Request: Explain why request is nonrecurring need.

This is a nonrecurring request because the goal is to address a decades-long backlog of delinquent certifications. Once current,
sLPBs can maintain compliance through the established tiered reporting system at a sustainable scale. The proposed FY ’28
budget includes all operational costs associated with this program and its expansion. 

Consequences:  Provide a brief description of consequences of not funding a performance and accountability task.

Without the appropriation:
1. Capital Outlay and Other Project Delays: Millions in appropriated dollars for acequias, land grants, and water systems will remain
frozen, and new funding cannot be accessed.
2. Equity Barrier: Small, rural, volunteer-led entities will continue to lack access to support enjoyed by larger governments.
3. Transparency Failure: Legislators’ appropriations will remain unspent, undermining accountability.
4. Community Harm: Needed water, infrastructure, and conservation projects will remain stalled.

Performance: How will agency performance be affected.

With this appropriation:
o OSA will continue reducing  the backlog of delinquent certifications.
o Legislators’ appropriated capital outlay and other public funding for urgent local needs will finally reach constituents.
o Transparency and accountability at the smallest units of government will be restored.

Without this appropriation:
o Millions of dollars in capital outlay and other public funds will remain inaccessible.
o Communities statewide will remain frustrated as appropriated projects stall and cannot request new sources of funding.
o Public trust in government accountability will erode

Performance: How will agency performance will be improved.

The sLPB Compliance Program is not just an administrative fix — it is a strategic initiative with direct impact on local communities.
Once certifications are addressed:
• Capital projects will move forward in rural communities.
• Efficiency gains will allow OSA staff to focus on oversight and accountability.
• Legislative intent in capital outlay allocations will be fulfilled.
• Public trust will increase as residents see their tax dollars funding local improvements.
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Brief description of problem agency is addressing.

Hundreds of small public entities across New Mexico remain out of compliance with the Audit Act, which bars them from accessing
millions of dollars in capital outlay and other appropriations by the Legislature.
At the start of this administration, OSA identified well over 2,000 delinquent certifications, with some entities more than a decade
behind. A 2019 grant-based program provided only $20,000–$35,000 annually with grants averaging $2000 per awarded entity
which was not appreciably reducing the growing backlog of delinquent certifications.  These sLPBs are often small, volunteer-run
associations that lack financial management capacity, creating a systemic barrier to compliance and preventing appropriations from
being used as intended.

OSA is uniquely positioned to administer this program and its expansion as it receives financial reporting information from local
governments statewide, monitors compliance trends, reviews audit findings, and regularly interacts with governing bodies,
administrators, and financial personnel. This statewide perspective allows OSA to identify risks early and target assistance where it
can have the greatest impact. The results of the Small Local Public Body Assistance Program clearly demonstrate the impact of
targeted state support. The program has improved compliance outcomes, restored access to critical funding, and strengthened rural
communities.  This investment will not only improve compliance but also strengthen local capacity, safeguard public resources, and
ensure that even the smallest and most rural communities have the tools, knowledge, and support needed to succeed.
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P628 State Auditor

Purpose: The purpose of the state auditor program is to audit the financial affairs of every agency annually so they can improve
accountability and performance and to assure New Mexicans that funds are expended properly.

Performance Measures:
2024-25
Actual

2025-26
Actual

2026-27
Budget

2027-28
Request

2027-28
Recomm

Output Amount of audit fees generated $381,291 $47,014 $350,000 $350,000

Output Number of training sessions performed 28 23 15 15

Output Number of working paper reviews of independent
public accountants

11 18 10 10

Output Number of attendees participating in training sessions 1,210 2,399 1,557 1,250

Output Number of outreach events in counties 12 20 12 12

Outcome Percent of audit reports reviewed and approved
within thirty business days of receipt

52% 66% 50% 50%

Outcome Number of small local public body annual financial
compliance certifications submitted

355 509 150 250

Outcome Percent of draft audit reports for which initial review
notes are provided to the independent public
accountant within thirty business days of receipt

New 0% New New

Explanatory Percent of audits submitted by regulatory due date 90% 60% N/A N/A

Explanatory Number of conservatorship reports reviewed 1,363 1,187 N/A N/A

Explanatory Number of allegations of fraud, waste and abuse
examined by the special investigations division

254 452 N/A N/A

Explanatory Number of small local public bodies newly registered
with the office of the state auditor

27 31 N/A N/A

Explanatory Amount of public funding made available for
noncompliant small local public bodies with public
funds withheld and brought into compliance

$7,500,000 $4,274,530 N/A N/A

Table 2 State Auditor 30800

Performance Measures Summary
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