
Memo 
 
To: New Mexico Finance Authority Oversight Committee 

From: Jeanna M. Cullins  

Nancy A. Williams 

Scott A. Miller 

Date: October 11, 2012 

Re: Update on Progress of Independent Governance Review 

 
We are pleased to present this update on the progress of our Independent Governance Review. Our 
review involves the following three areas. 
 

A. The scope and schedule of the Special Audit 
 
B. The NMFA governance and organizational structure 
 
C. The NMFA policies, procedures and practices 

 
Through our review of the contract between the Office of the State Auditor (OSA) and 
PricewaterhouseCoopers (PwC) related to the Special Audit, we understand the following. 
 

A. The OSA is issuing the Special Audit, rather than PwC 
 

1. It is common for State Auditors to contract with outside firms when their resources 
are constrained 

 
2. PwC is acting only as an advisor and consultant to the OSA, not as an independent 

auditor, as stated in the scope of work: “Contractor will not provide an audit or attest 
opinion or other form of assurance, and Contractor will not verify or audit any 
information provided to Contractor.” 

 
3. This role of PwC may not meet the expectations of or give sufficient confidence to the 

rating agencies and other stakeholders 
 

4. An independent audit conducted by an entity that was not connected to the broader 
governance sphere of the NMFA would be more transparent and preferable  
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B. PwC is performing two specific services for the OSA 
 

1. “Forensic Consulting Services” with the goal of answering a number of questions 
specified in the contract regarding the NMFA’s issuance of the fraudulent audit 

 
2. A “Comprehensive Analysis and Risk Assessment” to identify certain risks to the 

NMFA and whether certain policies and procedures contributed to the issuance and 
lack of detection of the fraudulent audit 

 
Our review of the PwC contract revealed the following omissions that we believe should be 
addressed in order to improve the usefulness of the Special Audit. 
 

A. The scope of PwC’s work does not include an investigation into whether any funds were 
actually stolen or embezzled from the NMFA 

 
B. The risks to the NMFA that PwC is to identify do not include the risk of corruption and 

whether any corruption took place 
 

C. The contract does not require PwC to state what materials it reviewed and what materials it 
did not have access to that would be considered relevant to its scope of work 

 
D. There is no requirement that PwC provides all of its findings to the OSA, or to provide all of its 

findings in a written report 
 
Our work on the governance framework, policies and procedures of the NMFA is moving forward. The 
NMFA has been very cooperative and responsive to our requests for documents and interviews. We 
are working diligently to complete the report. 
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