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INDEPENDENT AUDITOR'S REPORT

Mr. Hector H. Balderas

New Mexico State Auditor
and

Board of Education

Clayton Municipal Schools

Cilayton, New Mexico

Report on 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 comparisons for the General, Title I,
IDEA~-B Entitlement, Improving Teacher Quality, House Bill 33, Capital
Improvements SB-9 and Debt Service Funds of the Clayton Municipal
Scheools, as of and for the year ended June 30, 2013, and the related
notes to the financial statements which collectively comprise the Clayton
Municipal Schools basic financial statements as listed in the table of
contents. We also have audited the financial statements of each of the
Clayton Municipal Schools non-major governmental and fiduciary funds and
the budgetary comparisons for the non-major Special Revenue funds
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 misstatements, whether due to fraud or error.

Auditor's Responsibility

Cur 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 BAmerica and the
standards applicable to financial audits contained in Government Auditing
Standards, 1issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonakble
assurance abcut whether the financial statements are free of material
misstatement.

An -audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financlal statements. The procedures
selected depend on the auditor’s Jjudgment, 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 auditoer
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 copinion. An audit
also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by
management, as well as valuating the overall presentation of the
financial statements.



We believe that the audit evidence we have obtgined 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 Clayton Municipal Schools, as of June 30, 2013,

and the respective changes in financial position and where appllcable,
cash flows thereof, and the respective budgetary comparisons for the
General, Title I, IDEA-B Entitlement, Improving Teacher Quality, House
Bill 33, Capital Improvements SB-9 and Debt Service Funds 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 non-major governmental and
fiduciary funds of the Clayton Municipal Schools, as of June 30, 2013,
and the respective changes in financial position and cash flows, where
applicable, thereof and the respective budgetary comparisons for the
funds and the non-major governmental funds for the year then ended in
accordance with accounting principles generally accepted in the United
States of America.

Other Matters
Required Supplementary Information

Management has omitted the MD&A which 1s required to be presented to
supplement the basic financial statements. Such missing information,
although not a part of the basic financial statements is required by GASB
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 Informatiocn

Our audit was conducted for the purpose of forming opinions on the
Clayton Municipal Schools financial statements, the combining and the
individual fund financial statements, and the budgetary comparisens. The
Schedule of Expenditures of Federal Awards as redquired by the 0Office of
Management and Budget Circular A-133, Audits of States, Local
Governments, and Non -Profit Organizations, the budgetary comparlsons for
the non- major governmental funds and the Schedule of Cash Receipts and
Disbursements - All Funds by School District classification 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 the budgetary
comparisons for the non- major governmental funds and the Schedule of Cash
Receipts and Disbursements - All Funds by School District classification
are the responsibility of management and were 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 basis financial statements or teo 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 of
Federal Awards and the Dbudgetary comparlsons for the non-major
governmental funds and the Schedule of Cash Receipts and Disbursements -
All Funds by School District c¢lassification fairly states, in all
material respects, in relation to the basic financial statements as a
whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our
report dated November 7, 2013 on our consideration of the Clayton
Municipal Schools internal control over financial reporting and on our
tests of 1ts 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 Clayton Municipal Schools internal control over financial reporting
and compliance.

%@mm o2

Albugquergque, New Mexico
November 7, 2013



FINANCIAL STATEMENTS



STATE OF NEW MEXICO

CLAYTON MUNICIPAL SCHOCLS
Statement of Net Position

ASSETS
Current assets
Cash
Taxes receivable
Due from grantor

Inventory

Total current assets

Non-current assetis
Land (non-depreciable}
Capital assets (depreciable)

Less accumulated depreciation

Total non-current assets

Total assets

LIABILITIES
Current liabilities
Cash overdraft
Deferred revenue

Total current liabilities

Long-term obligations
Compensated absences payable

Total long-term obligations

Total liabilities

NET POSITION
Net investment in capital assets
Restricted for:
Cafeteria Fund {inventory}
Capital projects
Special grants
Unrestricted

Total net position

The accompanying notes are an integral part of these financial statements.

June 30,

4

2013

Governmental
Activities

§

3,022,282
52,443
137,880

3,441

3,216,046

467,890
10,118,750

(5,076,719)

5,509,921

8,725,967

137,880
17,027

154,907

43,843

43,843

198,750

5,509,921

3,441
1,787,669
91,598
1,134,588

8,527,217

Statement 1



STATE OF NEW MEXICOC
CLAYTON MUNICIPAL SCHOOLS
Statement of Activities
Year Ended June 30, 2013

Statement 2

Net
Program Revenues (Expenses)
Operating Capital Revenue and
Charges for Grants and Grants and Changes in
Functicns/Pregram Expenses Services Contributions Contributicns Met Assets
EXPENSES:
Governmental activities:
Direct instruction $ 3,267,882 $ 67,424 $ 427,632 $ - $ {2,772,8286)
Instructional support 3,193,211 - 820,864 15,685 (2,356,462)
Feood services 247,124 45,591 188, 630 - (12,903)
Depreciaticn - vnallocated 244,218 - - o (244,218)
Total $ 6,952,435 $ 113,015 $§ 1,437,126 5 15,885 {5,386,409)
General revenues:
Taxes
Property taxes,
levied for general purpeses 60,551
Property taxes,
levied for capital projects 255, 000
Property taxes,
levied for HB-33 -
Pruperty taxes,
levied for Debt Service
0il and gas taxes, general purpose 12,840
0il and gas taxes, capital projects 53,358
0il and gas taxes, HB-33
Federal, State and Local aid not
restricted to specific purpose
General-SEG 4,980, 648
Interest and investment earnings 14,329
Miscellaneous {Indirect Costs) =7
Sub-total, general revenues 5,376,726
Change in net position (9,683)
Net assets beginning of year 8,536,900

Net assets - end of year

The accompanving notes are an integral part of these financial statements.

$__ 8,527,217
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STATE QF NEW MEXICO Statement 4
CLAYTON MUNICIPAL SCHOOLS
Reconciliation of the Balance Sheet - Government Funds
to the Statement of Net Position
June 30, 2013

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

Total fund balances - governmental funds $ 3,061,139

Capital assets used in governmental activities are
not financial resources and therefore are not

reported as assets in governmental funds

The cost of capital assets 10,586, 640
Accumulated depreciation (5,076,719)
Net capital assets 5,509,921

Long-term and certain cther liabilities, including

bonds payable, are not due and payable in the

current pericd and therefore are not reported as liabilities
in the funds. Long-term and other liabilities at year-end
consist of:

Cormpensated absences (43,843)

Total net position - governmental funds § 8,527,217

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS

Reconciliation of the Statement of Revenues, Expenditures

and Changes in Fund Balances - Governmental Funds

to the Statement of Activities
For the Year Ended June 30, 2013

Total net change in fund balances - governmental funds

Amcunts reported for governmental activities in the

Statement of Activities are different because:

Capital outlays to purchase or build capital

assets are reported in governmental funds as
expenditures. However, for governmental

activities those costs are shown in the statement

of net assets and allocated over their estimated
useful lives as annual depreciation expenses in the
statement of activities. This is the amount by which

capital outlays exceed depreciation expense in the period

Capital outlays

Depreciation expense

264,757
(244,218)

Excess of depreciaton expense over capital outlays

In the Statement of Activities, certain operating
expenses - compensated absences are
measured by the amount incurred during the year.
In the fund financial statements, however, expenditures are
measured by the amount of financial resources used

{essentially the amounts actually paid). The (increases}

decreases in the liabilities fior the year were:

Compensated absences

Change in net position of governmental activities

The accompanying notes arxe an integral part of these financial statements.,

9

Statement 6

$

(43,501)

20,539

13,279

(9, 683)



REVENUES
Taxes
Charges for services
Local sources
State sources
Federal sources

Earnings from investments

Total revenues

EXPENDITURES
Direct instruction

Instructional support

Food services
Capital outlay

Total expenditures

BUDGETEDR CASH BALANCE

Budget and Actual

STATE OF NEW MEXICO

CLAYTON MUNICIPAL SCHOOQLS
Statement ¢f Revenues and Expenditures -
(Non-GAAP Budgetary Basis)

General Fund

Year Ended June 30, 2013

Statement 7

The accompanying notes are an integral part of these financial statements.

10

Variance

Original Final Favorable
Budget Budget Actual (Unfavorable)
63,585 63,585 65,294 1,709
25,000 25,000 27,488 2,488
= = 39,111 39,111
5,684,117 5,720,023 5,734,668 14,645
5,000 5,000 - (5,000)
7,000 7,000 5,533 (1,467)
5,784,702 5,820,608 5,872,094 51,486
3,369,611 3,368,058 2,882,099 485, 959
3,239,971 3,483,921 2,923,001 560,920
- 1,113 1,113 -
6,609,582 6,853,092 5,806,213 1,046,879

824,880 1,032,484



REVENUES
Federal sources

Total revenues

EXPENDITURES
Direct instruction
Instructional support

Total expenditures

STATE OF NEW MEXICO
CLAYTCN MUNICIPAL SCHOOLS
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAFP Budgetary Basis)
Title I
Year Ended June 30, 2013

Statement 8

Variance

Original Final Favorable
Budget Budget Actual (Unfavorable)
148,118 173,392 181,820 5 8,428
148,118 173,382 181,820 $ 8,428
143,242 168,516 164,711 5 3,805
4,876 4,876 4,840 36
148,118 173,392 169,551 $ 3,841

The accompanying notes are an integral part of these financial statements.

11



Budget and Actual

REVENUES
Federal sources

Total revenues

EXPENDITURES
Direct instruction
Instructional support

Total expenditures

STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS
Statement of Revenues and Expenditures
(Non-GAAP Budgetary Basis)

IDEA-B Entitlement

Statement 9

Year Ended June 30, 2013

Variance

Original Final Favorable
Budget Budget Actual (Unfavorable)
137,239 159,230 160,736 ) 1,506
137,238 159,230 160,736 $ 1,506
103,115 122, 440 106, 3C¢ s 16,131
34,124 36,790 34,573 2,217
137,239 155,230 140,882 S 18,348

The accompanying notes are an integral part of these financial statements.

12



Statement 10

STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOCLS
Statement of Revenues and Expenditures -
Budget and Actual (Non-GRAP Budgetary Basis)
Improving Teacher Quality
Year Ended June 30, 2013

Variance
Criginal Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Federal sources § 32,959 $ 58,442 5 44,954 $ {13, 488)
Total revenues $ 32,959 $ 58,442 $ 44,954 S (13,488)
EXPENDITURES
Direct instruction $ 32,959 $ 58,442 5 34,369 5 24,073
Total expenditures s 32,959 ] 58,442 -1 34,369 § 24,073

The accompanving notes are an integral part of these financial statements,

13



STATE OF NEW MEXICO Statement 11
RESERVE INDEPENDENT SCHOOLS
Statement of Fiduciary
Assets and Liabilities - Agency Funds
June 30, 2013

Agency
Funds
ASSETS
Cash on deposit $ 112,781
Total assets 5§ 112,781
LIABILITIES
Deposits held for others $ 112,781
Total liabhilities $ 112,781

The accompanying notes are an integral part of these financial statements.

14



STATE QOF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS
Notes to Financial Statements
Year Ended June 30, 2013

SUMMARY OF SIGNIFTCANT ACCOUNTING POLICIES

The financial statements of Clayton Municipal Schools (District)
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
Standard 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. The
more significant of the District’s accounting policies are
described below.

In June 1999, the GASB unanimously approved Statement #34, Basic
Financial Statements and Management Discussion and Analysis for
State and Local Governments. In June 2001, the GASB approved
Statement No. 37, Basic Financial Statements and Management
Discussion and Analysis for State and Local Governments: Omnibus
and Statement No. 38, Certain Financial Statement Note
Disclosures. Statement 37 clarifies and modifies Statement No. 34
and should be implemented simultaneously with Statement No. 34.
Statement No. 38 modifies, establishes and rescinds certain
financial statement disclosure requirements.

The District implemented the provisions of GASB #’'s 34, 37 and 38
effective July 1, 2002. As part of Statement No. 34, there is a
new reporting requirement regarding the local government’s
infrastructure {(roads, bridges, etc.). The District does not own
any infrastructure assets and therefore is unaffected by this
requirement.

Reporting Entity

The District provides kindergarten, elementary, middle and
secondary educational services to school age residents of the
District. The Clayton Municipal Schools School Board was
created under the provision of Chapter 22, Article 5, Paragraph
4, New Mexico Statutes 1978 to provide public education for the
children within the District. The School Board is authorized to
establish policies and regulations for its own government
consistent with the laws of the State of New Mexico and the
regulations of the State Board of Education and the Legislative
Finance Committee. The School Board 1is comprised of five
members who are elected for terms of four years.
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Notes to Financial Statements (continued)

GASB Statement No. 14 established criteria for determining the
governmental reporting entity and component units that should be
included within the reporting entity. Under provisions of this
Statement, the District is considered a primary government,
since it is a special-purpose government that has a separately
elected governing body, is legally separate, and is fiscally
independent of other state or local governments. As used in
GASB Statement No. 14, fiscally independent means that the
District may, without the approval or consent of another
governmental entity, determine or modify is own budget, levy its
own taxes or set rates or charges, and issue bonded debt. This
District also has no other legally separate organizations for
which the elected School Board members are financially
accountable. There are nc other primary governments with which
the School Beoard Members are financially accountable. There are
no other primary governments with which the District has a
significant relationship. The District has no component units,
as defined by GASB Statement No. 14.

The accounting policies of the School District as reflected in
the accompanying financial statements, conform to generally
accepted accounting principles for local governmental units.
The following is a summary of the more significant policies:

B. Basis of Presentation

The accounts of the District are organized and operated cn the
basis of funds. & fund is an independent fiscal and accounting
entity with a self-balancing set of accounts. Fund accounting
segregates funds according to their intended purpose and is used
to aid management 1in demonstrating compliance with finance-
related legal and contractual provisions. The minimum number of
funds are maintained consistent with legal and managerial
requirements.

The funds of the District are classified intoc two categories:
governmental and fiduciary. In turn, each category is divided
into separate fund types.

Governmental Funds

Governmental funds are used to account for the District’s
general government activities, including the collection and
disbursement of specific or legally restricted monies, the
acquisition or construction of general fixed assets, and the
servicing of general long-term debt.
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Notes to Financial Statements {continued}

Under the requirements of GASB 34, the District is required to
present certain of its governmental funds as major funds based
upon certain criteria. The major funds presented in the fund
financial statements include the following:

General Fund - The primary operating fund of the District
accounts for all financial resources, except those required
to be accounted for in other funds.

Special Revenue Fund - Title T ESEA Fund - The Title I
project provides remedial instruction in language arts for
educationally deprived students in low income areas. The
project is funded by the Federal Government through the New
Mexico State Department of Education, under the Elementary
and Secondary Education Act of 1965, Title I, Chapter 1, Part
A, 20 U.s8.C. 2701 et seq.

Special Revenue Fund - IDEA-B Entitlement - To account for
grant funds to increase student academic achievement through
strategies such as improving teacher and principal quality.

Financing and authority is Elementary and Secondary Educatiocon
Act of 1965 as amended, Title II, Part A, Public Law 107-110.

Special Revenue Fund - Improving Teacher Quality - To account
for resources received to enable the District to become a
community learning center to keep children safe in the after
schocl hours., Resources are provided by New Mexico
Legislation and the Federal Title IV Act. Funding and
Authority 1s provided by the Elementary and Secondary
Education Act of 1965, as amended, Title IV, Part B.

Capital Projects Fund - House Bill 33 - this fund 1is used to
account for funds received from a 2 mill levy, restricted for
erecting, remodeling, making additions to, providing
equipment for, and furnishing school buildings, improving
school grounds and maintenance of school buildings and
grounds, exclusive of salary expenses. Authority for this
fund is Section 22-26-1, NMSA 1978.

Capital Proijects Fund - <Capital Improvements SB-39 - To
account for resources received through Senate Bill 92 and
local tax levies obtained for the purpose of building,

remodeling, and equipping classroom facilities. Also, for
rescurces received from State of New Mexico Severance Tax
Bonds.

Debt Service Fund - General QObligation Bonds - To account for
resources received for the purpose of paying general

obligation bonds and interest coupons. Funds are received
from property taxes levied against property located within
the school district and levied specifically for this purpose.
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Nctes to Financial Statements (continued)

Fiduciary Funds

Fiduciary Funds - account for assets held by the government in
a trustee capacity or as an agent on behalf of outside parties,
including other governments, or on behalf of other funds within
the District.

The District also reports additional Government funds as non-
major. They include:

Special Revenue Funds - these funds are used to account for
the proceeds of specific revenue sources that are legally
restricted to expenditures for specified purposes.

C. Measurement Focus and Basis of Accounting

Government-Wide Financial Statements (GWFS)

The Statement of Net Position and the Statement of Activities
displays information about the reporting government as a whole.

Fiduciary funds are not included in the GWFS. Fiduciary funds
are reported only in the Statement of Fiduciary Net Assets at
the fund financial statement level.

The Statement of Net Position and the Statement of Activities
were prepared using the economic rescurces measurement focus and
the accrual basis of accounting. Revenues, expenses, gains,
losses, assets and liabilities resulting from exchange-like
transactions are recognized when the exchange takes place.
Revenues, expenses, gains, losses, assets, and liabilities
resulting from non-exchange transactions are recognized in
accordance with the requirements of GASB Statement No. 33,
Accounting and Financial Reporting for Non-Exchange
Transactions.

Private-sector standards of accounting and financial reporting
issued prior to December 1, 1989, generally are followed in both
the government-wide financial statements to the extent that
those standards do not conflict with or contradict guidance of
the Governmental Accounting Standards Board.

Program Revenues

Amounts reported as program revenues include 1) charges to
customers or applicants for goods, services, or privileges
provided, 2) operating grants and contributions, and 3) capital
grants and contributions. Internally dedicated resources are
reported as general revenues rather than as program revenues.
Taxes and other items not properly included among program
revenues are reported instead as general revenues.
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Notes to Financial Statements {(continued)
Allocation of Indirect Expenses

The District reports all direct expenses by function in the
Statement of Activities. Direct expenses are those that are
clearly identifiable with a function. The District does not
currently employ indirect cost allocation systems. Depreciation
expense is specifically identified by function and is included
in the direct expense of each function, except for that portion
of depreciation that 1is identified as unallocated on the
Statement of Activities. Interest on general long-term debt is
considered an indirect expense and 1s reported separately on the
Statement of Activities.

Fund Financial Statements (FFS)

Governmental Funds

The accounting and financial reporting treatment applied to a
fund is determined by its measurement focus. Governmental fund
types use the flow of current financial resources measurement
focus and the modified accrual basis of accounting. Under the
modified accrual basis of accounting revenues are recognized
when susceptible to accrual (i.e., when they are “measurable and
available”). “Measurable” means the amount of the transaction
can be determined and “available” means ccllectible within the
current period or scon enough thereafter to pay liabilities of
the current period. The government considers all revenues
available if they are collected within 60 days after year-end.
Expenditures are recorded when the related fund liability is
incurred, except for unmatured principal and interest on general
long-term debt which is recognized when due, and certain
compensated absences and claims and Jjudgments which are
recognized when the obligations are expected to be liquidated
with expendable available financial resources. Any effect of
interfund activity has been eliminated from the district-wide
financial statements.

With this measurement focus, only current assets and current
liabilities are generally included on the balance sheet.
Operating statements of these funds present increases and
decreases in net current assets. The governmental funds use the
following practices in recording revenues and expenditures:

Revenues

Ad valcrem taxes roperty taxes) are susceptible to
full accrual on the government wide financial
statements. Property tax revenues recognize revenues
net of estimated refunds and uncollectible accounts in
the period for which the taxes are levied. Total
delinquent property taxes were not available from the
County Treasurer for the current year.
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Notes to Financial Statements (continued)

Entitlements and shared revenues (which include state
equalization and state revenue sharing} are recorded as
unrestricted grants-in-aid at the time of receipt or
earlier if the susceptible to accrual criteria are met.
Expenditure-driven grants are recognized as revenue when
the qualifying expenditures have been incurred and all
other grant regquirements have been met and the
susceptible to accrual criteria have been met.

Other receipts become measurable and available when cash
is received by the District and are recognized as
revenue at that time.

Expenditures

Salaries are recorded as paid. Salaries for nine-month
employees are paid prior to the end of the fiscal year
and therefore not accrued.

Fiduciary Funds

Agency funds are custodial in nature (assets equal
liabilities) and do not present results of operations or
have a measurement focus. Agency funds are accounted
for using the economic resources measurement focus and
the accrual basis of accounting. These funds are used
to account for assets that the District holds for others
in an agency capacity.

D. Budgets and Budgetary Accounting

All budgets, and any amendments or revislion thereof, are
approved by the State of New Mexico, Department of Finance and
Administration, Department of Education. Budgets for the
General, Specilal Revenue, Debt Service and Capital Projects Fund
are adopted on a basis inconsistent with generally accepted
accounting principles (GAAP) Encumbrance accounting is not used
by the School District.

Formal budgetary integration is employed as a management control
device during the year for the General Fund, Special Revenue
Funds, Debts Service Fund and Capital Projects Fund.

Appropriations do not lapse at the end of the fiscal year and
unexpended fund balances are budgeted in the succeeding fiscal
year. The Board of Education is authorized to transfer budgeted
amounts between departments within any fund; however, any
revisions that alter the total expenditures of any fund must be
approved by the State of New Mexico, Department of Finance and
Administration, Department of Education. Budgeted amounts in
the accompanying financial statements include transfers and
revisions to the original appropriations.

20



Notes to Financial Statements (continued)

Expenditures of the School District may not legally exceed
appropriations at the level at which the budget is adopted, that
is, expenditures in each category of line items may not exceed
the budgeted appropriation for that category.

£. Encumbrances

Encumbrances represent commitments related to unperformed
contracts for goods or services. Encumbrance accounting - under
which purchase orders, contracts and other commitments for the
expenditure of resocurces are recorded to reserve that portion of
the applicable appropriation - is utilized in the governmental
funds. Encumbrances lapse at the fiscal year end and are
therefore not included as a reservation of fund balance.
Buthorization for the eventual expenditure will be included in
the following years budget appropriations.

F. Assets, ILiabilities and Fund Equity

1. Cash & Cash Equivalents

The District’s cash and cash equivalents are considered to be
cash on hand, demand deposits and short-term investments with
original maturities of three months or less from the date of
acquisition.

The District is authorized under the provisions of Chapter 6,
Article 10, Paragraph 10, NMSA 1978, to deposit its money in
banks, savings and loan assoclations and/or credit unions
whose accounts are insured by an agency of the United States.

2. Accounts Receivable

Accounts receivable are recorded in the various governmental
funds. They consist of amounts receivable from local
governments relating to various grant agreements and property
taxes receivable. The information required to report
property taxes at full accrual was not available during the
year.

Accounts receivable consist of the following:

Other Other
General Maijor Governmental Total
Property taxes $ 9,693 $ 42,750 § - 8 52,443
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Nctes to Financial Statements (continued)

3.

Inventories

Purchased inventory is valued at the lower of cost (first-in,
first-out) or market. Inventory in the Cafeteria Fund
consists of purchased food and non-food items and United
States Department of Agriculture (USDA) commodities.

Commodities are shown at the USDA procurement cost. Costs
are recorded as expenditures at the time individual inventory
items are used {consumption method). Reported inventories

are equally offset by a fund balance reserve which indicates
that they do not constitute “available spendable resources”
even though they are a component of net current assets.

Capital Assets

Capital assets are recorded at historical cost and
depreciated over their estimated useful lives (with no
salvage value). Capital assets are defined by the District
as assets with an initial individual cost of more than $5,000
and an estimated useful life in excess of one year. This
is an increase from the $1,000 threshold reported in prior
years. This 1s a change in accounting estimate. All
previously reported Capital Assets that do not meet the
updated amount will be depreciated currently and in future
periods until they are fully depreciated. Donated capital
assets are recorded at their estimated fair value at the date
of donation. Additions, improvements and other capital
outlays that significantly extend the useful life of an asset
are capitalized. Other costs incurred for repairs and
maintenance are expensed as incurred. The District does not
capitalize interest in regards to its capital assets.

Estimated useful life is management’s estimate of how long
the asset is expected to meet service demands. Straight line
depreciation is used based on the following estimated useful
lives:

Land improvements 50 vyears
Buildings & building improvements 50 vyears
Furniture & equipment 5-10 years
Vehicles 12-20 years

GASB Statement #34 requires the recording and depreciation of
infrastructure assets, which include roads, bridges, traffic
signals, etec. The District did not own any infrastructure
assets as of June 30.
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Notes to Financial Statements ({continued)

The District does not capitalize computer software or
software developed for internal use (if applicable) unless
they exceed the $5,000 threshocld. Also, the District does
not capitalize library books unless they exceed the 55,000
threshold.

5. Deferred Revenues

The District reports deferred revenues on its Statement of
Net Assets and fund balance sheet. Deferred revenues arise
when resources are received by the District before it has a
legal claim to them, as when grant monies are received prior
to the occurrence of qualifying expenditures. 1In subsequent
periods, when the District has a legal claim to the
resources, the liability for deferred revenue is removed from
the balance sheet and the revenue is recognized.

6. Compensated Absences

During the June 30, 2006 fiscal year, the District’s board
elected to change the District’s policy on compensated
absences. In the past, District employees were not paid for
unused sick leave upon their retirement. Beginning July 1,
2006 employees are eligible to receive payment upon their
retirement of a porticn of their unused sick leave.
Employees with 1 to 10 years of employment can accumulate up
to 45 days of sick leave. Employees with 11 to 20 years
employment can accurnulate up to 55 days and employees with 21
years or more of employment can accumulate up to 65 days of
sick leave. Upon retirement an employee can collect $50 per
day for one half of their unused sick leave.

7. Long-Term Liabilities

For government-wide reporting, the costs associated with the
bonds are recognized over the life of the bond. As permitted
by GASB Statement No. 34 the amortization of the costs of
bonds will be amortized prospectively from the date of
adoption of GASB Statement No. 34.

For fund financial reporting issuance costs are recognized in
the period the bonds are issued. Bond proceeds are reported
as an other financing source.

8. Fund Balance

Fund balance is divided into five classifications based
primarily on the extent to which the School District is bound
to observe ceonstraints imposed upon the use of the resources
in the governmental funds. The classifications are as
follows:
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Notes to Financial Statements {continued)

Nonspendable - The nonspendable fund balance category
includes amounts that cannot be spent because they are not in
spendable form, or legally or contractually required to be
maintained intact. The “not in spendable form” criterion
includes items that are not expected to be converted to cash.
It also includes the long-term amount of interfund loans.

Restricted - Fund balance is reported as restricted when
constraints placed on the use of resources are either
externally imposed by creditors (such as through debt
covenants), grantors, contributors, or laws or regulations of
other governments or is imposed by law through constitutional
provisions or enabling legislation (School District
ordinances).

Enabling legislation authorizes the School District to
assess, levy, charge, or otherwise mandate payment of
resources (from external resource providers) and includes a
legally enforceable requirement that those resources be used
only for the specific purposes stipulated in the legislation.
Legal enforceability means that the School District can be
compelled by an external party - such as citizens, public
interest groups, or the judiciary to use resources created by
enabling legislation only for the purpose specified by the
legislation.

Committed - The committed fund balance classification
includes amounts that can be used only for the specific
purposes imposed by formal action (ordinance or resolution)
of the School District Board. Those committed amounts cannot
be used for any other purpose unless the School District’s
Board removes or changes the specified use by taking the same
type of action (ordinance or resolution) it employed to
previously commit those amounts. In contrast to fund balance
that is restricted by enabling legislation, committed fund
balance classification may be redeployed for other purposes
with appropriate due process. Constraints imposed on the use
of committed amounts are imposed by the School District’s
Board, separate from the authorization to raise the
underlying revenue; therefore, compliance with these
constraints are not considered to be legally enforceable.
Committed fund balance alsco incorporates contractual
obligations to the extent that existing resources in the fund
have been specifically committed for use in satisfying those
contractual requirements.

Assigned - Amounts in the assigned fund balance
classification are intended to be used by the Scheool District
for specific purposes but do not meet the criteria to be
classified as restricted or committed. In governmental funds
other than the General Fund, assigned fund balance represents
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Nctes to Financial Statements (continued)

the remaining amount that is not restricted or committed. In
the General Fund, assigned amounts represent intended uses
established by the School District Board or a School District
official delegated that authority by the School District
Board or ordinance.

Unassigned - Unassigned fund balance 1s the residual
classification for the General Fund and includes all
spendable amounts not contained in the other classifications.

In other governmental funds, the unassigned classification is
used only to report a deficit balance resulting from
overspending for specific purpcses for which amounts have
been restricted, committed, or assigned.

The School District applies restricted resources first when
expenditures are incurred for purposes for which either
restricted or unrestricted {committed, assigned, and
unassigned) amounts are available. Similarly, within
unrestricted fund balance, committed amounts are reduced
first followed by assigned, and then unassigned amounts when
expenditures are incurred for purposes for which amounts in
any of the unrestricted fund balance classifications could be
used.

Restricted Net Position

The governmental activities financial statements utilize a
net assets presentation. Net assets are categorized as
follows:

Net investment in capital assets — This category reflects the
portion of net assets that are associated with capital assets
less outstanding capital asset related debt.

Restricted net position - This category reflects the portion
of net assets that have third party limitations on their use.

Unrestricted net position - This category reflects net assets
of the School District not restricted for any project or
other purposes.

The District’s policy is to apply restricted resources first
when an expense 1is incurred for purposes for which both
restricted and unrestricted net assets are available.

G. REVENUES

1.

Property Tax Levies

Clayton Municipal Schools receives property taxes from the
Union County Treasurer for operational, public school capital
improvements and debt service purposes. Property taxes are
assessed on January lst of each year, except on livestock,
and are payable in two equal installments, on November 10th
of the year in which the tax bill is prepared and April 10th
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of the following year. Property taxes are collected by the
County Treasurer and remitted to the School District in the
month following collection.

Although there are no restrictions placed on property taxes
collected for operation purposes, restrictions do exist on
the amounts collected under the Public School Capital
Improvements Act (22-25-1 to 22-25-10 NMSA 1978) and the
amounts collected as a result of issuing general obligation
bonds.

Under the ©provisions of the Public School Capital
Improvements Act, any 1local school board may adopt a
resolution to submit to the qualified electors of the school
district the guestion of whether or not a property tax should
be imposed on the net taxable value of property allocated to
the school district for the purpose of capital improvements.
The resolution shall:

1. Identify the capital improvements;

2. Specify the rate of the proposed tax, which shall not
exceed two dollars ($2.00) on each $1,000 of net taxable
value of property:

3. Specify the date an election will be held;

4, Limit the imposition of the tax to no more than three
property tax years.

If approved, any revenues produced by the tax and any state
distribution resulting to the District under the Act shall be
expended only for the capital improvements specified in the
authorized resolution.

General obligation bonds may be issued for the purpose of
erecting, remodeling, making additions to and the furnishing
of school buildings, or purchasing or improving school

grounds or any combination of these purposes. Such bonds
shall be fully negotiable and constitute negotiable
instruments.

The school Dboard shall establish adequate budgetary
provisions, approved by the School Management Division, to
promptly pay, as it becomes due, all principal and interest
on general obligation bonds issued by the school district.

The full faith and credit of a school district shall be

pledged to the payment of the principal and interest on
general obligation bonds issued by the school district.
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The board of county commissioners shall levy and collect upon
all taxable property within a school district in the county
such tax as is necessary to pay the interest and principal on
general obligation bonds issued by the school district as the
interest and principal become due, without limitation as to
rate or amount.

2. State Fgualization Guarantee

Each school district in the State of New Mexico receives a
“state equalization guarantee distribution” which is defined
as “that amount of money distributed to each school district
to insure that the school district’s operating revenue,
including its local and federal revenues as defined” (in
Chapter 22, Section 8-25, NMSA 1978) “is at least equal to
the school district’s program cost.”

A schoeol district’s program costs are determined through the
use of various formulas using “program units” which take into
consideration (1} early childhood education; (2) basic
education; {3) special education; (4) bilingual-multi-
cultural education; (5) size, etc. Payment is made from the
public school fund under the authority of the chief (director
of public school finance). The District received $4, 980, 648
in state equalization guarantee distributions during the
year.

3. Transportation Digtribution

Money in the transportation distribution of the public school
fund shall be used only for the purpose of making payments to
each school district for the to-and-from school
transportation costs of students in the grades K through
twelve attending public school within the school district.
Except in unusual circumstances as determined by the local
school board and confirmed by the state transportation
director, midday bus routes for early childhood education
students shall not be approved for funding in excess of
twenty miles one way.

Money in the vocational education transportation distribution
of the public school fund is used for the purpose of making
payments to school districts for transportation of students
to and from their regular attendance centers and the place
where vocation education programs are being offered, pursuant
to Section 22-16-4.1 (NMSA 1978) of +the Act. The
transportation distribution is allocated to each school
district according to an objective formula developed by the
state transportation director and the director of public
school finance.
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In the event the sum of the proposed transportation
allocations to each schoel district exceeds the amounts in
the transportation distribution, each school district to
receive an allocation shares in a reduction in the proportion
that each school district’s forty-day average daily
membership bears to the forty-day average daily membership of
all school districts to receive allocations.

Local school boards shall negotiate school bus contracts in
accordance with regulations promulgated by the state
transportation director with the appreoval of the State Board
of Education.

Local schoel beards, with the approval of the state
transportation director, may provide additicnal
transportation services pursuant to Section 22-16-2 NMSA 1978
to meet established program needs.

The District received $718,398 in transportation distribution
during the year.

4. SB-9 State Match

The Director shall distribute to any school district that has
imposed a tax under the Public School Capital Improvements
Act (22-25-1 to 22-25-10 NMSA 1978) an amount from the public
school capital improvements fund that 1s equal to the amount
by which the revenue estimated to be received from the
imposed tax as specified in Subsection B of Section 22-25-3
NMSA 1978, assuming a one hundred percent collection rate, is
less than an amount calculated by multiplying the product
obtained by the rate imposed in the District under the Public
School Capital Improvements Act. The distribution shall be
made by December 1, of each year that the tax is imposed in
accordance with Section 22-25-3 NMSA 1978. Provided,
however, in the event that sufficient funds are not available
in the public school capital improvement funds to make the
state distribution provided for in this section, the dollar
per program unit figure shall be reduced as necessary.

The District received $15,885 in state SB-9 matching during
the vyear.

5. Critical Capital Qutlay

Under the provisions of Chapter 22, Article 24, a critical
capital outlay fund was created. The money in the fund may
be used only for capital expenditures deemed by the public
school capital outlay council necessary for an adequate
educatiocnal program, and the capital outlay expenditures are
limited to the purchase, or construction of temporary or
permanent classrooms.
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The council shall approve an application for grant assistance
from the fund when the council determines that:

1. A critical need exists requiring action;

2., The residents of the school district have provided all
available resources to the district to meet its capital
outlay requirements;

3. The school district has used its resources in a prudent
manner.

4. The district is in a county or counties which have
participated in the reappraisal program and the
reappraised values are on the tax rolls, or will be used
for the tax year 1979 as certified by the property tax
division; and

5. The school district has provided insurance for buildings
of the school district in accordance with the provisions
of Section 13-5-3 NMSA 1978.

The council shall consider all applications for assistance
from the fund and after public hearing shall either approve
or deny the application. Applications for grant assistance
shall only be accepted by the council after a district has
complied with the provisions of this section. The council
shall 1list all applications in order of priority and all
allocations shall be made on a priority basis.

Money 1in the fund shall be disbursed by warrant of the
Department of Finance and Administration on vouchers signed
by the Secretary of Finance and Administration following
certification by the council that the application has been
approved.

During the year ended June 30, the District received $0 in
critical capital outlay funds and $0 in special capital
outlay funds.

6. Instructional Materials

The New Mexico State Department of Education (Department)
received federal mineral leasing funds from which it makes
annual allocations to the various school districts for the
purchase of educational materials. Of each allccation,
seventy percent is restricted to the requisition of materials
listed in the State Board of Education “State Adopted
Instructional Material” list, while thirty percent of each
allocation is available for purchases directly from vendors.
Beginning with the fiscal year ended June 30, 2002, Districts
received their total allocation at the beginning of the
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fiscal year, instead of being reimbursed for purchases as was

done 1in prior years. During the year ended June 30, the
District received $35,622 in instructional materials
allogcation.

7. Federal Grants

The District receives revenues from various Federal
departments (both direct and indirect) which are legally
restricted to expenditures for specific purposes. These
programs are reported as Special Revenue Funds. Each program
operated under its own budget, which has been approved by the
Federal Department or the flow-through agency (usually the
New Mexico Department of Education). The various budgets are
approved by the Local Schoel Board and the New Mexico
Department of Education.

The District also receives reimbursement under the National
School Lunch and Breakfast Programs for its food service
cperations, and distributions of commodities through the New
Mexico Human Services Department.

H. Interfund Transactiocons

Quasi-external transactions are accounted for as revenues,
expenditures or expenses. Transactions that constitute
reimbursements to a fund from expenditures/expenses initially
made from it that are properly applicable to another fund,
are recorded as expenditures/expenses in the reimbursing fund
and as reductions of expenditures/expenses in the fund that
is reimbursed.

All other interfund transactions, except gquasi-external
transactions and reimbursements, are reported as transfers.
Nonrecurring or nonroutine permanent transfers of equity are
reported as residual equity transfers. All other interfund
transfers are reported as operating transfers.

I. Estimates

The preparation of financial statements in conformity with
accounting principles generally accepted in the United States
of America requires management to make estimates and
assumptions that affect the reported amounts of assets and
ligbilities and disclosure of contingent assumptions that
affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date
of the financial statements and the repcocrted amounts of
revenues and expenditures during the reporting period.
Actual results could differ from those estimates.
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DEPOSITORY COLTLATERAL

The following 1s the Cash on Deposit at each financial
institution.

First National Bank Savings Investment S 144,774
Farmers & Stockmens
Bank Checking Operational 2,541,753
First National Bank Checking Activity 39,737
First National Bank Certificate
of Deposit 740,000
Farmers & Stockmens Certificate
Bank of Deposit Activity 6,000
Farmers & Stockmens
Bank Checking Junior High 43,015
$§3,515,279
Total amount on deposit $3,515,279

Qutstanding checks {518, 0%¢)
Deposits in transit -

Total per financial statements $2,997,183

Custodial Credit Risk - Deposits - Custodial Credit Risk is the
risk that in the event of bank failure, the School’s deposits may
not be returned to it. The School does not have a deposit policy
for custodial credit risk. As of June 30, 2013, $2,830,768 of the
School’s bank balance cf 82,515,279 was exposed to custodial
credit risk as follows:

A. Uninsured and uncollateralized $1,282,652
B. Uninsured and collateralized with

securities held by the pledging

banks trust department, not in the

Schoecls name 1,548,116

Total $2,830,768

NM BState Statutes require collateral pledged for deposits in
excess of the federal deposit insurance to be delivered, or a
joint safekeeping recelpt be issued, to the cooperative for at
least one half of the amount on deposit with the institution.
The types of collateral allowed are limited to direct obligations
of the United States Government and all bonds issued by any
agency, district or political subdivision of the State of New
Mexico. The collateral pledged is shown as follows:
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Federal Home Loan Bank
of Dallas, TX

FNMA CUSIP #3138ARA6S5
FNMA CUSIP #3136FTJEO
Los Lunas School Bonds #5455620D5

Vining Sparks Bank of Dallas, TX

FHLB Cusip #850395CJ1
FHLB Cusip #953769JE7
FHLB Cusip #418839CH7

The following schedule details the public money held by financial
and pledged collateral held by the

institutions
follows:

Cash on deposit at June 30
Less F.D.I.C.
Uninsured funds
50% Collateral requirement
(as per section 6-10-17,
NMSA, 1978)
Pledged collateral by pledging
banks trust department or agent
but not in the Schools name

Excess of pledged collateral

32

Maturity Date

4/01/26
16/28/15
7/15/17

Maturity Date

6/15/16
10/01/14
8/01/17

Fair
Market

Value

$ 715,979
401,407
100,000

$ 1,530,684

Value

3 134,347
105,233
91,150

$ 330,730

Farmers & First
Stockmens National
Bank Bank
$ 2,590,768 824,511

{250,000} (434,511)
2,340,768 490,000
1,170,384 245,000
1,217,386 330,730

S 47,002 -] 85,730

District as



Notes to Financial Statements

3. CAPITAL ASSETS

Capital assets balances and activity for the year

are as follows:

Governmental activities:

Land

Total capital assets
not being depreciated

Buildings
Vehicles
Egquipment
Land improvements

Total
Less Accumulated Depreciation
Buildings
Vehicles

Egquipment
Land improvements

Total

Governmental activities
capital assets, net

The District has no infrastructure as of June 30,

Depreciation expense was charged to governmental activities

follows:

Unallocated

(continued)

ended June 30, 2013

Balance Balance
July 1, 2012 Additions Deletions June 30, 2013
$ 467,890 ] - ] - g 467,890
467,89 - = 467,890
7,379,212 - 7,379,212
935,023 = = 935,023
1,203,997 = 1,203,897
335,761 264,757 - 600,518
9,853,993 264,757 I 10,118,750
(2,932,652) (140, 657) = (3,073,309)
(636,831) {56,329) = {693,160)
(1,154,776) {14,784) . (1,162,560)
(108,242) {32,448) = {149,6%0)
(5,076,719) (244,218) = (5,076,719)
$ 5,489,382 § 20,539 ] - § 5,500 821

2013,

Total depreciation expense
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Notes to Financial Statements (continued)

4, LONG-TERM IL.TABTTITIES
A. Changes in Long-Term Ligbilities
During the year ended June 30, 2013, the following changes
occurred 1n the liabilities reported in the District-Wide
Statement of Net Assets:
Balance Balance
June 30, 2012 _Additions Deletions Jupne 30, 2013
Compensated
Absences $ 57,122 $ - 8 (13,729) § 43,393
The compensated absences liability will ultimately be liquidated
by several of the Districts governmental funds, with most being
paid by the General Fund, Transportation Fund, Cafeteria Fund
and Title I Fund.
B. Operating Lease
Clayton Municipal Schools leases copiers on a monthly long-term
contract. The lease provides for monthly lease payments until
March 31, 2013. The property may be purchased at the fair
market value upon expiration of the lease., The following yearly
payments will be due:
Fiscal year 2013 $ 19,554
c Short-Term Liabilities
The District did not have any short-term liabilities during the
fiscal year.
5. DEFERRED REVENUE
Deferred revenue represents advances on cost-reimbursement type
grants which have not yet been earned.
6. DUE FROM GRANTOR

The amount shown as due from grantor represents federal, state and
local expenditures in excess of revenues. Most federal, state or
local projects earn revenue as expenditures are incurred and are
subsequently reimbursed by the grantor.
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Notes to Financial Statements

CASH OVERDRAFTS

{continued}

The cash overdrafts shown in some federal, state and local projects
in the special revenue fund represent expenditures made by the

District which will be reimbursed by the grantor.

grantor are presented to off-set these overdrafts.

HIGH PLAINS REGIONAT, EDUCATIONAT COOPERATIVE

Receivables from

The School District 1is a member of the High Plains Regional

Educational Cooperative.

The High Plains Regional Educational

Cooperative issues a separate, publicly available financial report

that includes financial statements

and required supplementary

information. A copy of that audit report can be obtained by
writing to the High Plains Regional Educational Cooperative, 101
North 2°¢ Street, Raton, New Mexico 87740.

RECONCTILTATION OF BUDGETARY BASIS TO GAAP BASTIS STATEMENTS

Revenues per modified
accrual basis

Receivables

Deferred revenues/Due
from grantor

Revenues per budgetary
basis

Zxpenditures per modified
accrual basis
Accounts payable

Zxpenditures per
budgetary basis

Revenues per modified
accrual basis
Recelvables
Deferred revenues/Due
from grantor

Revenues per budgetary
basis

Expenditures per modified
accrual basis

Inventory chan%es

Accounts payable

Exgenditures per
udgetary basis

Improving
] IDEA-B Teacher
General Title T Entitlement Quality
5 5,880,191 § 169,551 S 140,882 $ 34,369
(8,087 - = _
- 12,269 19,854 i0,585
$§ 5,872,094 § 181,820 $ 160,736 3 44,954
$ 5,806,213 § 169,551 5§ 140,882 $ 34,369
§ 5,806,213 § 169,551 8 140,882 ] 34,369
. Capital Non-Major
House Bill Improvenments Debt Special
33 = Service Revenue
$ 3,938 8 328,463 3 486 5 384,872
- (36,0986) - -
- = - 95,940
$ 3,938 $ 292,367 § 486 5 480,812
$ 295,147 § 137,354 § 5 402,737
= = - (4,319)
S 295,147 8§ 137,354 5§ — ) 398,418
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Notes to Financial Statements {continued)

1G.

11.

RISK MANAGEMENT

The School District is exposed to varicus risks of loss related
to torts; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees; and Workmens Compensation.
For these risks of loss the School District belongs to a public
entity risk pool currentlg operated as a common risk management
and insurance program for 89 member school districts. (New Mexico
Public School Insurance Authority). Amounts of settlement have
not exceeded insurance coverage 1n the past three years.

RETIREMENT PLAN

Plan Description. Substantially all of the Clayton Municipal
Schools fuli-time employees participate in a educational employee
retirement system authorized under the Educational Retirement Act
(Chapter 22, Article 11 NMSA 1978). The Educational Retirement
Board (ERB) 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
(certified teachers, other employees of state public school
districts, colleges and universities, and some state agency
employees) and beneficiaries. ERB issues a separate, publicly
avallable financial report that includes financial statements and
required supplementary information for the plan. That report may
be obtained by writing to ERB, PO Box 26129, Santa Fe, New Mexico
87502. The report 1is also available on ERB’s website at

www.nmerb.orqg.
Funding Policy
Member Contributions

Plan members whose annual salary is $20,000 or less are required
by statute to contribute 7.9% of their gross salary. Plan members
whose annual salary 1s over 820,000 are required to make the
following contributions to the Plan: 9.40% of their gross salary
in fiscal year 2013; 10.1% of their gross salary in fiscal year
2014; and 10.7% of their gross salary in fiscal year 2015 and
thereafter.

Employer Contributions

In the fiscal year 2013, the Clayton Municipal Schools was
required to contribute 12.4% of the gross covered salary for
employees whose annual salary is $20,000 or less, and 10.9% of the
gioss$§8v§g§d salary for employees whose annual salary is more
than ’ .

In the future, Clayton Municipal Schools will contribute the
following percentages of the gross covered salary of employees:
13.15% of gross covered salary in fiscal year 2014; and 13.9% of
gross covered salary in fiscal year 2015.

The contribution requirements of plan members and the Clayton
Municipal Schools are established in State statute under Chapter
22, Article 11, NMSA 1978. The requirements may be amended by acts
of the legislature. The Clayton Municipal Schools contributions
to ERB for the fiscal fears ending June 30, 2013, 2012, and 2011,
were $366,186, $335,013 and $413,010, respectively, which equal
the amount of the required contributions for each fiscal year.
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12.

Notes to Financial Statements (continued)

POST-EMPLOYMENT BENEFITS - STATE RETIREF HEATTH CARE PLAN

Plan Description. Clayton Municipal Schools contributes to the
New Mexico Retiree Health Care Fund, a cost-sharing multiple-
employer defined benefit post-employment Thealthcare ©plan
administered by the New Mexico Retiree Health Care Authority
(RHCA). The RHCA provided 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 Beoard 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
employers 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 post-employment healthcare plan. The report
and further information can be obtained by writing to Retiree
Health Care Authority, 4308 <Carlisle Boulevard, Suite 104,
Albuquerque, New Mexico 87107.

Funding Policy. The Retiree Health Care Act (Section 10-7C-13
NMSA 1978) authorized 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 fo
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.

The Retiree Health Care Act {Section 10-7C-15 NMSA 19%78) is the

statutory authority that establishes the required contributions
of participating employers and their employees, For employees
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Notes to Financial Statements (continued)

that were members of an enhanced retirement plan (state police and
adult correctional officer member coverage plan 1; municipal
police member coverage plans 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, 2013, 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, 2013, the statute required
each participating employer to contribute 2.0% of each
participating employee’s annual salary; each participating
employee was required to contribute 1.03% of their salary. In
addition, pursuant to Section 10-7C-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 employer and employee contributiocns to the
authority in order to ensure the actuarial soundness of the
benefits provided under the Retiree Health Care Act.

Clayton Municipal Schools contributions to the RHCA for the years
ended June 30, 2013, 2012 and 2011 were $66,843, $66,224 and
$62,205, respectively, which equal the required contributions for
each year.

13. BUDGETED ACTIVITY FUNDS

The Student Activity Funds, while budgeted under Non-Instructional
Suppoert in the financial statements, are considered for reporting

purposes as Agency Funds, These monies are retained by the
District in a fiduciary capacity. Monies are received from
student groups and are expended for purposes determined by the
students within guidelines established by the District. The
changes in those balances follow:
Balance Balance
July 1, 2012 Additions Retirements June 30, 2013
ASSETS
Cash and cash equivalent $ 130,018 § 170,866 5 188,103 S 112,781
Total assets ] 130,018 35 170,866 $ 188,103 5 112,781
LIAEILITIES
Deposits held for others
Elementary School 5 14,309 5§ 20,530 § 29,274 S 5,565
Junior High 58,351 8,631 32,135 34,847
High School 57,358 141,705 126,694 12,369
Total liabilities ] 130,018 $ 170,866 § 188,103 5 112,781
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Notes to Financial Statements

14, FUND BALANCES CLASSIFIED

Fund balance is c¢lassified as
committed, assigned and/or
resources in the government funds.

{continued)

nonspendable,

restricted,

unassigned upon the use of the
The constraints placed

on fund balance for the major governmental funds and all
other governmental funds are presented here,
Capital Non-Major
General House Improrements Debt Governmental
Fund Bill 33 SB-9 Service Fund Totils
Fund_Balance
Nonspendable:
Interfund loans - ¥ - L - $
Inventory = = = 3,441 3,441
Total nonspendable B - 3,411 3,441
Restricted for:
Transportation services 20, 250 = = £0,950
Instructional materials 26,491 = 2¢,4°4
Capital imprcrements - 714,885 1,072,774 1,787,669
Debt service pa:ments = E -
Athletic services - 13,633 13,535
Special grants - -
Cafeteria services - 30,521 30,521
Total restricted 47,444 714,085 1,072,774 44,154 1,879,257
Committed to:
Cther purposes = = _
Tetal committed = ——m
Unasigned: 1,076,152 - 102,279 - 1,178,431
Total Fund Balances § 1,123,596 § 714,895 $ 1,072,774 $ 102,279 ] 47,595 $ 3,061,139
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Statement 12

STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOQOLS
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
House Bill 33
Year Ended June 30, 2013

Variance
Original Final Favorable
Budget Budget Actual {Unfaverable)
REVENUES
Earnings from investments 5 3,000 $ 3,000 5 3,938 5 938
Total revenues 5 3,000 5 3,000 $ 3,938 5 938
EXPENDITURES
Capital outlay 5 901,806 $1,009,105 5 295,147 5 713,958
Total expenditures ] 901,806 $1,009,105 $ 295,147 $ 713,958
BUDGETED CASH BALANCE 5 898,806 $1,006,105

The accompanying notes are an integral part of these financial statements.
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REVENUES
Taxes
State sources
Earnings from investments

Total revenues

EXPENDITURES
Capital outlay

Total expenditures

BUDGETED CASH BALANCE

STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Capital Improvements SB-9
Year Ended June 30, 2013

Statement 13

Variance

Original Final Favorable
Budget Budget Actual (Unfavorable)
$ 265,509 ] 265,509 $ 272,262 5 6,753
15,885 31,152 15,885 {15,267)
2,500 2,500 4,220 1,720
$ 283,894 $ 299,186l $ 292,367 $ (6,794)
$ 1,124,117 $ 1,174,171 $ 137,354 $ 1,036,817
$ 1,124,117 $1,174,171 $ 137,354 $ 1,036,817

$ 840,223 $ 875,010

The accompanying notes are an integral part of these financial statements.
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Statement 14

STATE OF NEW MEXTICO
CLAYTON MUNICIPAL SCHOOLS
Statement of Revenues and Expenditures -
Budget and Actual (Ncn-GAAP Budgetary Basis)
Debt Service
Year Ended June 30, 2013

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Earnings from investments $ 500 $ 500 s 486 $ {14)
Total revenues 8 500 $ 500 $ 486 5 (14)
EXPENDITURES
Bonds 5 - 5 - S : $
Interest = = =
Total expenditures S - $ - 5 - 3 -

The accompanying notes are an integral part of these financial statements.
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NON-MAJOR SPECIAL REVENUE FUNDS

ALL FUNDS - All funds were created by management directive.

PL 94-142 REALLOCATION - To account for resources received for
supplies and materials to meet the special education needs of
children with disabilities. Financing and authority is the

Individual With Disabilities Act, Part B, Sec. 611 as amended; Public
Laws 91-230, 93-380, 94-142, 98-199, 99-457, 100-630 and 101-476; 20
U.S.C. 1401-1419, Public Law 105-17.

21 CENTURY - To account for resources received to enable the District
to become a community learning center to keep children safe in the
after school hours. Resources are provided by New Mexico Legislation
and the Federal Title IV Act. Funding and Authority is provided by
the Elementary and Secondary Education Act of 1965, as amended, Title
1V, Part B.

PL94-142 PRESCHOOL - To account for monies received for the operation
and maintenance of meeting the special education needs of children
with disabilities. Financing and authority is the Individuals With
Disabilities Act, Part B, Sec. 611, as amended; Public Law 105-17.

RURAL LOW-INCOME GRANT - Created to provide financial assistance to
rural districts to carry out activities to help improve the quality
of teaching and learning in their schools. (Elementary and Secondary
Education Act of 1965 (ESEA), Title VI, Part B, as amended.)

MEDICAID - To account for reimbursement of health-related services of
medical eligible students receiving related services for
administrative time study, and for a statement of service costs
study. The fund is administered by the Lea Regicnal Cooperative
Center #7. It is included in this report to identify the loan from
operational to cover cost not yet reimbursed by the Cooperative
Authorized by Public Law 92-222, Public Law 104-208.

SUMMER FOOD PROGRAM - To account for monies received to provide food
to the extended day care program. Financing and authority is Public
Law 105-336.

REAP (RURAL EDUCATION ACHIEVEMENT PROGRAM) - To provide financial
assistance to rural districts to carry out activities to help improve
the quality of teaching and learning in their schools. The authority
for the creation of this fund is the Elementary and Secondary
Education Act of 1965 (ESEA), Title VI, Part B, as amended.

DUAL CREDIT - To account for rescurces received from House Bill 2,
2009, to be used for dual credit instructional materials through a
course approved by Higher Education Department and through a
college/university for which the district has an approved agreement.

GO BOND SCHOOL LIBRARY - To account for monies received from the SBI1,
Laws of 2010 Appropriation, Second Special Session, Chapter 3,
Section B3 to be used to acquire library books, equipment and library
resources for public school libraries statewide.



(Non-Major Special Revenue Funds - continued)

FORMATIVE ASSESSMENTS - To account for monies received for the
purchase of formative assessments approved by the Public Education
Department. The approved formative assessments are for English
language arts and math in grades 4 through 10. Fund is authorized by
a special State appropriation.

INCENTIVES FOR SCHOQL IMPROVEMENT ACT - To account for monies
received to be used as determined by the school principal and
teachers 1in cooperation with other school employees and the
community. It shall not be used for salaries, salary increases or
bonuses. Financing and authority is provided by NMSA 22-13A-5.

CHILD & ADULT FOOD PROGRAM - To account for grant funds to provide
meals and snacks to children enrolled in day care. This program is
in accordance with the federal regulation 7 CFR part 226.6(h) and is
monitored by the New Mexico Children, Youth and Families Department.

AFTER SCHOOL ENRICHMENT PROGRAM - To account for a private grant from
the Geo Group, Inc. to help Clayton Junior High School address the
“search for self” by providing opportunities for their students to
become part of something bigger than themselves. Financing and
authority is provided by the grant agreement.

SATURDAY SCHOOL - To account for a private grant used to provide
Saturday tutoring services to students. The formation of this fund
is provided by local city/county funding.

ATHLETICS FUND - To acceount for the activities of the athletic
functions of the District. (State Department of Education Regulation
93-1).

SCHOOL LUNCH FUND - This program provides financing for the School
Hot Lunch Program. Funding is provided from fees from patrons and
USDA food reimbursements, under the National School Lunch Act of
1946, as amended, Public Law 79-396, Sections 2-12, 60 Stat. 230, 42
U.S.C. 1751 et seq.; B0 stat. 889, as amended; 84 stat. 270; and the
Child Nutrition Act of 1966, as amended, Sections 4 and 10. Public
Law 89-642, 80 stat. 886, 889, 42 U,.S.C. 1773, 1779; Public Law 99-
591, 100 stat. 3341; Public Law 100-71, 101 stat. 430.
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Statement A-3

STATE OF NEW MEXICOC
CLAYTON MUNICIPAL SCHOOLS
Non-Major Special Revenue Fund - IDEA-B Reallocation
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Federal sources 5 . $ - 5 440 $ 440
Total revenues 8 - -] - 5 440 $ 440
EXPENDITURES
Direct instructicn $ - $ = § - $ -
Total expenditures [} - 5 - 3 - L) -
REVENUES
Budgetary basis g 440
Decrease in due from grantor (440)
Modified accrual basis L] -

The accompanying notes are an integral part of these financial statements.
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Statement A-4

STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS
Non-Major Special Revenue Fund - 21lst Century
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Variance
Original Final Favorable
Budget Budget Actual {Unfavorable)
REVENUES
Federal sources $ - $ = 5 76,034 s 76,034
Total revenues $ - $ - $§ 76,034 3 76,034
EXPENDITURES
Direct instruction $ - $ - 5 - $ -
Total expenditures $ - 3 - $ - 5 -
REVENUES
Budgetary basis $ 76,034
Decrease in due from grantor (76,034)
Modified accrual basis $ -

The accompanying notes are an integral part of these financial statements.

50



Statement A-5

STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS
Non-Major Special Revenue Fund - IDEA-B Preschool
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Federal socurces 5 10, 664 $ 13,164 $ 16,641 5 3,477
Total revenues ] 10,664 8§ 13,164 $ 16,641 s 3,477
EXPENDITURES
Direct instruction 5 10,324 5 12,824 5 10,378 $ 2,446
Instructional support 340 340 340
Total expenditures $ 10,664 $ 13,164 s 10,378 -3 2,786
REVENUES
Budgetary basis $ 16,8641
Decrease in due from grantor {6,263)
Modified accrual basis $ 10,378

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS

Non-Major Special Revenue Fund — Rural Low Income
Statement of Revenues and Expenditures -

Budget and Actual

REVENUES
Federal scurces

Total revenues

EXPENDITURES
Direct instruction

Total expenditures

REVENUES

Budgetary basis
Increase in due from grantor

Modified accrual basis

(Non—-GAAP Budgetary Basis)

Statement A-6

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30, 2013
Variance
Original Final Favorable
Budget Budget Actual {(Unfavorable)
9,135 10,603 5,660 3 (4,943)
9,135 10,603 5,660 § (4,943)
9,135 10,603 9,645 $ 958
9,135 10,603 9,645 $ 958
5,660
3,985
9,645



STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS

Non-Major Special Revenue Fund - Medicaid
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)

REVENUES
Federal sources

Total revenues

EXPENDITURES
Instructional support

Total expenditures

REVENUES

Budgetary basis
Decrease in due from grantor

Modified accrual basis

Statement A-7

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30, 2013
Variance
Original Final Favorable
Budget Budget Actual {(Unfavorable)
90,0090 90,000 76,701 $ (13,299}
90,000 90,000 76,701 $ {13,299)
90, 000 90,000 60,599 5 29,401
90,000 90,000 60,599 5 29,401
76,701
{16,102)
60,599



Statement A-28

STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS
Non-Major Special Revenue Fund - Summer Food Program
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Federal sources 5 - $ - § - $
Total revenues ] - 5 - 3 - 5 -
EXPENDITURES
Food services § - 5 - § . ] =
Total expenditures $ - $ - § - $ -

The accompanying notes are an integral part of these financial statements.
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STATE QOF NEW MEXICO
CLAYTON MUNICIPAL SCHOQLS
Non-Major Special Revenue Fund - REAP
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Statement A-9

Variance
Original Final Favorable
Budget Budget Actual {Unfavorable)
REVENUES
Federal sources g - § 23,413 $ 21,668 $ {1,745)
Total revenues 5 - $ 23,413 $ 21,668 $ (1,745)
EXPENDITURES
Direct instruction 8 - § 23,413 $ 21,668 % 1,745
Total expenditures 5 - $ 23,413 $ 21,668 5 1,745

The accompanying notes are an integral part of these financial statements.
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Statement A-10

STATE QF NEW MEXICQ
CLAYTON MUNICIPAL SCHCOLS
Non-Major Special Revenue Fund - Dual Credit
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
State sources 8 - 5 305 s 305 [} -
Total revenues 5 - $ 305 5 305 -} — -
EXPENDITURES
Direct instruction $ - $ 305 5 305 =S
Total expenditures $ - ] 305 ] 305 L -

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOQLS

Statement A-11

Non-Major Special Revenue Fund - GO Bond Student Library
Statement of Revenues and Expenditures -

Budget and Actual

REVENUES
State sources

Total revenues

EXPENDITURES
Instructional support

Total expenditures

REVENUES

Budgetary bkasis
Increase in due from grantor

Modified accrual basis

(Non-GAAP Budgetary Basis)

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30, 2013
Variance
Original Final Favorable
Budget Budget Actual (Unfavcrable)
2,473 2,473 51 $ (2,422)
2,473 2,473 51 5 {2,422)
2,473 2,473 2,454 5 19
2,473 2,473 2,454 $ 19
51
2,403
2,454



STATE CF NEW MEXICO
CLAYTON MUNICIPAL SCHOCLS
Non-Major Special Revenue Fund - Formative Assessments
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Statement A-12

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
State sources $ - $ 3,974 $ - 5 {3,974)
Total revenues s - s 3,974 ] - 3 (3,974)
EXPENDITURES
Direct instruction s - $ 3,974 $ 3,130 $ §44
Total expenditures $ - $ 3,974 $ 3,130 $ 844
REVENUES
Budgetary basis $ -
Increase in due from grantor 3,130
Mcdified accrual basis $ 3,130

The accompanying notes are an integral part of these financial statements.
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Statement A-13

STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS
Non-Major Special Revenue Fund - Incentives for School Improvements
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary BRasis)
Year Ended June 30, 2013

Variance
Original Final Favorabkle
Budget Budget Actual {(Unfavorable)
REVENUES
State sources $ - 5 — $ - $ =
Total revenues 8 - $ - $ . $ -
EXPENDITURES
Instructional support $ = 5 $ - g =
Total expenditures $ - $ - § - $ -

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS

Statement A-14

Non-Major Special Revenue Fund - Child and Adult Food Program
Statement of Revenues and Expenditures -
Budget and Actual

REVENUES
State sources

Total revenues

EXPENDITURES
Food services

Total expenditures

REVENUES

Budgetary basis
Increase in deferred revenue

Modified accrual basis

(Non-GAAP Budgetary Basis)

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30, 2013
Variance
Original Final Faverable
Budget Budget Actual (Unfavorable)
10,992 6,815 $ {4,177)
10,992 6,815 $ (4,177)
10,992 170 5 10,822
10,992 170 $ 10,822
6,815
(6,645)
170



Statement A-15

STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS
Non-Major Special Revenue Fund - After School Enrichment Program
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Variance
Criginal Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Local sources 8 - 5 - $ - § =
Total revenues $ - 5 - $ - -5 -
EXPENDITURES
Food services $ 3,018 S 3,018 5 - s 3,018
Total expenditures $ 3,018 $ 3,018 8 - % 3,018
BUDGETED CASH BALANCE $ 3,018 $ 3,018

The accompanying notes are an integral part of these financial statements.
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Statement A-16

STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOCLS
Non-Major Special Revenue Fund - Saturday School
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Variance
Criginal Final Favorable
Budget Budget Actual {Unfavorable)
REVENUES
Local sources $ = 5 = $ . $
Total revenues $ - 5 - $ - 5 -
EXPENDITURES
Direct instruction $ 6,233 8 6,233 5 26 o 6,207
Instructional support 116 116 = 116
Total expenditures 5 6,349 5 6,349 $ 26 5 6,323
BUDGETED CASH BALANCE $ 6,349 $ 6,349
REVENUES
Budgetary basis ] =
Decrease in deferred income 26
Modified accrual basis $ 26

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS
Non-Major Special Revenue Fund - Athletics
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Statement A-17

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable}
REVENUES
Charges for services S 38,500 s 38,500 $ 39,936 $ 1,436
Lecal services - - 2,358 2,358
Total revenues $ 38,500 $ 38,500 $ 42,294 § 3,794
EXPENDITURES
Direct instruction § 57,585 $ 57,585 $ 48,521 $ 9,064
Tetal expenditures 5 57,585 $ 57,585 § 48,521 s 9,064
BUDGETED CASH BALANCE $ 19,085 $ 19,085

The accompanying notes are an integral part of these financial statements.
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Statement A-18

STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS
Non-Major Special Revenue Fund - Cafeteria
Statemert of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Charges for services 5 47,500 $ 47,500 $ 45,591 5 {1,909}
Federal sources 181,275 181,275 188, 460 7,185
Earnings from investments 50 50 152 102
Total revenues $ 228,825 $ 228,825 $ 234,203 $ 5,378
EXPENDITURES
Food services $ 258,805 $ 266,666 $ 241,522 5 25,14z
Total expenditures $ 258,805 $ 266,666 § 241,522 s 25,144
BUDGETED CASH BALANCE 5 29,980 8 37,841
EXPENDITURES
Budgetary basis $ 241,522
Decrease in inventory 4,319
Modified accrual basis § 245,841

The accompanying notes are an integral part of these financial statements.
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GENERAL FUND

OPERATIONAL FUND - This fund is the chief operating fund of the
Schoel District. It is used to account for all financial resources
of the School District except for those required to be accounted
for in another fund.

TRANSPORTATION FUND - To account for resources received from the
Public Education Department to be used only for eligible to and
from school transportation costs.

INSTRUCTIONAL MATERIALS FUND - to account for resources received

from the Public Education Department to be used to purchase
materials used as the basis for instruction.
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STATE OF NEW MEXICO

CLAYTCN MUNICIPAL SCHOOLS
General Fund - Operational Fund

Statement of Revenues and Expenditures -

Budget and Actual

REVENUES
Taxes
Charges for services
Local sources
State scurces
Federal sources
Earnings from investments

Total revenues
EXPENDITURES
Direct instruction
Instructional support
Food services
Capital outlav
Total expenditures
BUDGETED CASH BALANCE
REVENUES
Budgetary basis

Increase in receivables

Modified accrual basis

(Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Statement B-3

Yariance
Original Final Favorablsz
Budget Budget Actual (Unfavorable)
$ 63,585 63,5R5 65,294 § 1,709
25,000 25,000 27,488 2,488
- - 39,111 39,111
4,942,806 4,550,090 4,980, 648 30,55¢
5,000 5,000 = (5,000)
7,000 7,000 5,414 (1,586)
$ 5,043,391 5,050,675 5,117,955 S 67,280
§ 3,333,989 3,332,436 2,360,771 $ 471,665
2,534,282 2,749,610 2,222,097 527,513
= 1,113 1,113 -
§ 5,868,271 6,083,159 5,083,981 $ 989,178
$ 824,880 1,032,484
5,117, 955
5,126,052
8,097

The accompanying notes are an integral part of these financial statements.

67



Statement B-4

STATE COF NEW MEXICO
CLAYTON MUNICIPAL SCHOQLS
General Fund - Transportation Fund
Statement of Revenues and Expenditures
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2013

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Taxes -
Charges for services -
Local sources - - -
State sources 705, 689 734,311 718,398 (15,913)
Federal sources = = - -
Earnings from inwvestments - - -
Total revenues 705,689 734,311 718,398 {15,913)
EXPENDITURES
Direct instruction = - - -
Instructional support 705, 689 734,311 700,904 33,407
Food services = - - -
Capital outlay - - -
Total expenditures 705,689 734,311 700,904 33,407

BUDGETED CASH BALANCE

The accompanying notes are an integral part of these financial statements,
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Budget and Actual

REVENUES
Taxes
Charges for services
Local sources
State sources
Federal sources
Earnings from investments

Total revenues
EXPENDITURES
Direct instruction
Instructicnal support

Food services
Capital outlay

Total expenditures

BUDGETED CASH BALANCE

STATE OF NEW MEXICC
CLAYTON MUNICIPAL SCHOCLS
General Fund - Instructional Materials
Statement of Revenues and Expenditures -
(Non-GAAP Budgetary Basis)

Statement B-5

Year Ended June 30, 2013
Variance
Original Final Favorable
Budget Budget Actual {Unfavorable)
- - =3 $ =
35,622 35,622 35,622
119 119
35,622 35,622 35,741 $ 119
35,622 35,622 21,328 § 14,234
35,622 35,622 21,328 $ 14,294

The accompanying notes are an integral part of these financial statements.
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SUPPLEMENTARY INFORMATION
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STATE OF NEW MEXICO
CLAYTON MUNICIPAL SCHCOLS
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2013

Federal Pass-Through Federal
Source and Prodram Number Entity Number Expenditures
U.S. Department of Education
Direct Programs:
REAP 84.358 25.233 s 21,668
Passed through State of NM
Department of Education:
Impact Aid Title I
(Chapter 1) Basic 84.010 24,101 169,551
PL 94-142 Preschool 84.027 24,109 10,378
PL 94-142 Entitlement 84.027 24.106 140,882
21%* Century 84.287 24,119 -
Improving Teacher Quality B4.367 24,154 34,369
PL 94-142 Reallocaticn 84.027 24.120 -
Rural Low Income 84.358 24.160 9,645
Sub-total 364,825
U.S. Department of Agriculture
Passed through State of NM
Department of Education:
* National School Lunch Program 10.555 21.000 125,795
* School Breakfast Program 10.553 21.000 49,232
Summer Food Program 10.558 25.171 -
Passed through State of NM
Health and Human Services:
U.S.D.A, Commodities 10.550 N/A 13,433
Sub-total 188,460
Total Expenditures of Federal Awards $ 574,953

Notes to Schedule of Fxpenditures of Federal Awards

1.

3.

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal
grant activity of the Clayton Municipal Scheools and is presented on the modified
accrual basis of accounting, which is the same basis as was used to prepare the
financial statements. 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. Therefore, some amounts presented in this schedule
may differ from amounts presented in, or used in the preparation of the financial
statements.

Non-Cash Agsistance

The District did not receive any federal awards in the form of non-cash assistance
except for U.S.D.A. Commodities during the year.

Subrecipients

The District did not provide any federal awards to subrecipients during the year.

*Treated as a Major Program
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STATE QOF NEW MEXICO
CLAYTON MUNICIPAL SCHOOLS
Schedule of Findings and Questioned Costs
Year Ended June 30, 2013

Part 1 - Summary cof Auditor Results

1, Type of Report - Unmodified

2. Significant Deficiency - Contract Signed Before Bids Obtained
(13-03}, Vendor Overpaid (13-04) and Bus Contracts Overpaid
(13-06)

3. Non-Compliance - Bus Contracts (13-C1}, Procurement Violations
(13-02)

4. Reportable Conditions Over Major Programs - NONE

5. Type of Report Issued on Compliance with the Major Program
Unmodified

6. A-133 Audit Findings - NONE

7. Major Programs - National School Lunch CFDA #10.555, School
Breakfast CFDA #10.553

8. Dollar Threshold Used to Distinguish Type A and Type B
Programs - $300,000

9. Clayton Municipal Schools did qualify as a low-risk auditee

Part 2 - Findings

Missing Contract Addendum (12-05}, Bus Contracts (13-01),
Procurement Violations (13-02), Contract Signed Before Bids
Obtained (13-03}, Vendor Overpaid (13-04), Contract Signed/Approved
Without Any Cap (Limit) Included (13-05), Bus Contracts Overpaid
{13-06), Incomplete Employee Files (13-07) and Contracts For
Employees Missing (13-08)

Part 3 - Questioned Costs

NONE

12
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AUDITING CERTIFIED PUBLIC ACCOUNTANTS TAX PLANNING
BOOKKEEPING 11805 Menaul NE TAX PREPARATION
(505) 292-8275 Albuquerque, NM 87112 FAX (505) 294-8904

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

INDEPENDENT AUDITOR’S REPORT

Mr. Hector H. Balderas
New Mexico State Auditor
and
Board of Education
Clayton Independent School District
Clayton, 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
Comptreller General of the United States the financial statements of the
governmental activities, each major fund, and the aggregate remaining fund
information, the budgetary compariscns of the General, Title I, IDEA-B
Entitlement, Improving Teacher Quality, House Bill 33, Capital Improvements
SB-9 and Debt Service Funds of the Clayton Independent School District, as
of and for the vyear ended June 30, 2013 and the related notes to the
financial statements, which collectively comprise the Clayton Municipal
Schools basic financial statements, and the combining and individual funds
and the related budgetary comparison of the non-major funds, presented as
supplemental information, and have issued our report thereon dated November
7, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Clayton Municipal
Schools internal control over financial reperting as a basis for designing
our auditing procedures 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 Clayton Municipal Schoecls internal control over
financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Clayton Municipal Schools internal control over
financial reporting.

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.

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 Status of Findings
and Responses and the Schedule of Findings and Questioned Costs to be
significant deficiencies: Contract Signed Before Bids Obtained (13-03),
Vendor Overpaid (13-04) and Bus Contracts Overpaid (13-06).



Cur consideration of internal control over financial reporting 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 financial
reporting that might be deficiencies, significant deficiencies or material
weaknesses 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 a material weakness,
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reascnable assurance about whether the Clayton
Municipal Schoels financial statements are free of material misstatement, we
performed tests of 1its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, non-compliance with which
could have a direct and material effect on the determination of financial
statement amounts, However, providing an opinion on cocmpliance 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, which are described in the accompanying
Schedule of Findings and Questioned Costs and the Status of Findings and
Responses as Missing Contract Addendum (12-05), Bus Contracts (13-01),
Procurement Violations (13-02), Contract Signed/Approved Without Any Cap
(Limit) Included (13-05), Incomplete Employee Files (13-07} and Contracts
for Employees Missing (13-08).

Responses to the Findings

Clayton Municipal Schools responses to the findings identified in our audit
are described in the accompanying Schedule of Findings and Questioned Costs
and Status of Findings and Responses. The District’s responses were not
subject 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 Clayton
Municipal Schools’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

\,ggﬁg>q¢¢§2:¢az4$:£; L]

Albuquerque, New Mexico
November 7, 2013
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AUDITING CERTIFIED PUBLIC ACCOUNTANTS TAX PLANNING
BOOKKEEPING 11805 Menaul NE TAX PREPARATION
(505) 292-8275 Albuquerque, NM 87112 FAX (505) 294-8904

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

Mr. Hector H. Balderas

New Mexico State Auditor and
Board of Education

Clayton Municipal Schools
Clayton, New Mexico

Report on Compliance for Each Major Federal Program

We have audited Clayton Municipal Schools 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
Clayton Municipal Schools major federal programs for the vyear ended
June 30, 2013. Clayton Municipal Schools major federal programs are
identified 1in 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 copinion on compliance for each of
Clayton Municipal Schools majcor federal programs based on cur 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 tc
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 requires 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 Clayton Municipal Schools 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 Clayton Municipal Schoeools
compliance.

Opinion on Each Major Federal Program

In our opinion, Clayton Municipal Schools, 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.

Report on Internal Control Over Compliance

Management of Clayton Municipal Schools, 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 Clayton
Municipal Schools internal control over compliance with the types of
requirements that could have a direct and material effect on each maior
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 Clayton Municipal
Schools internal control over compliance.

A control deficiency in an entity’s internal control over compliance
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 noncompliance with a tvpe of
compliance requirement of a federal program on a timely basis. A
significant deficiency 1is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to
administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of
a federal program that 1is more than inconsequential will not be
prevented or detected by the entity’s internal control.

A material weakness 1is a significant deficiency, or combination of
significant deficiencies, that results in more than a remote likelihood
that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity’s
internal control.

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. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance 1is
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.

LD o s tbedidn, Lo,

Albuquerque, New Mexico
November 7, 2013
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STATUS OF FINDINGS AND RESPCNSES

Prior Year Audit Findings:
Classification of Revenues (12-01) - Resolved.
Current Approved Contract Needed (12-02) - Resclved.
Approval of Track Construction (12-03) - Resolved.
Stipends to Employees (12-04) - Resolved.
Missing Contract Addendum (12-05) - Repeated.
Contract Addendums Inadequate (12-06) - Resolved.
Contract Additions (12-07) - Resolved.

Agreement to Forgive Debt (12-08) - Resolved.

Current Year Audit Findings:
Bus Contracts (13-01}
Procurement Viclations {(13-02)
Contract Signed Before Bids Obtained (13-03)
Vendor Overpaid (13-04)

Contract Signed/Approved Without Any Cap (Limit) Included
(13-05)

Bus Contracts Overpald (13-06)
Incomplete Employee Files (13-07)

Contracts For Employees Missing (13-08)
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Missing Contract Addendum - Qther Matter

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

RESPONSE

{12-05)

An approved contract addendum for all bus
contractors was not available for review.

All approved contracts and addendums should be
kept in the business office files.

Management did not ensure that all necessary
informaticon was filed in the business office.

Payments could not be verified by the
available documentation.

To ensure that all payments made to
contractors are correct the appropriate
approved contract and all addendums should be
kept in the business office.

The current administration will ensure that
all bus contract addendums are executed and
verified through proper documentation.
Contracts and addendums amounts will be
reconciled with the Visions Accounting Program
and kept in the business office.
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CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

RESPONSE

Bus Contracts - QOther Matter

(13-01)

The School District entered into 2 Fleet
Contracts with 2 Owner/Operators. These
contracts were entered into during August,
2012. These contracts were not prepared
correctly because:

1) They are not Fleet owners,

2) the contracts are for Owner/Operators

contracts not fleet contractors,
3) this contract vicolates State Statute 22-

16-3 that states Owner/Operators will be
paid “employee salary and benefits”.

NMSA  22-16-3 states that Owner/Operator
contracts shall “include recognition of fuel
costs, operation and maintenance costs and
employee salary and benefit costs”.

The Transportation Division of the Public
Education Department incorrectly approved the
change from an Owner/Operator contract to a
Fleet Contract.

The School District is not following NMSA 22-
16-3.

The School District should change the Fleet
Contracts back to an Owner/Operator contracts
to ensure NMSA 22-16-3 is followed.

The District was advised by the New Mexico
School Transportation Department to consider
the contractor/owner as a fleet operator even
though the contractor/owner had one bus. The
District complied with this advice. However,
the auditor indicated that th District was not
in compliance with the State Statute NMSA 22-
le-3 that stipulates that owners of one bus
are not fleet operators, and as such, the
owner/operators are entitled to: fuel costs,
employee salary and benefit costs. Since the
District’s contract is based on the New Mexico
School Transportation Department’s advice, the
District did not allocate money for
owner/operator expenses. Therefore, the
District will consider its options during the
next contract negotiations with these
contractors.
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Procurement Violatjons - Other Matter
(13-02)

CONDITION The School District purchased $36,250 worth of
computers without obtaining three quotes to
ensure the lowest price was obtained. Thus,
not complying with procurement procedures.

CRITERIA The School District 1is to obtain three
quotations to ensure the School District is
obtaining the lowest price available.

CAUSE Management did not ensure this procedure was
followed.

EFFECT Procurement policies were not followed.

RECOMMENDATION Current management should ensure all purchases

follow procurement procedures.
RESPONSE The current administration is versed in the

current procurement code and will follow the
regulations outlined in the code.
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Contract Signed Before Bids Obtained - Significant Defeciency

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

RESPCNSE

(13-03)

The Superintendent signed a contract to obtain
services from a particular vendor before the
Schoel District received the formal bid from
the wvendor.

All sealed bids should be obtained, received
and reviewed before signing a contract with
the wvendor.

The Superintendent circumvented the
procurement procedures.

Procurement procedures were not followed.

The new management of the School District
should ensure that all procurement procedures
are followed.

The current administration will ensure that

all sealed bids will be obtained and reviewed
prior to signing a contract with the wvendor.
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Vendor Overpaid - Significant Deficiency

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDAT ION

RESPONSE

(13-04)
A particular vendor was to be paid $30,390 for
services rendered. The amount actually paid
to the vendor was $95,175. There was no

contract addendum, change order, etc. to
provide an understanding as to the additional
services that were required for the additional
amount paid.

All payments to vendors should be supported by
a signed/approved contract including any
addendums for additional services.

Management did not ensure the procurement
process was followed.

The vendor was paid $64,785 over the original
agreement.

Management should ensure proper documentation
is received to support all payments to
vendors.

The current administration will ensure that
the District’s policy D-2450 that states,
“Contracted awarded amendments, which exceed
10 percent (10%) of the original contract
awarded, shall be submitted to the Board for
review and approval,” will be followed. In
addition, all payments to vendors will be
supported by a signed/approved contract
including any  addendums for additional
services. The current administration will
ensure proper documentation is received to
support all payments to wvendors.
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Contract Signed/Approved Without Any Ca Limit) Included

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

RESPONSE

- Other Matter
{13-05)

Management signed a contract without ensuring
a cap or limit was included to ensure only the
services required were obtained.

A1l formal contracts need a cap included to
ensure overpayments are not made.

Management did not ensure this contract was
complete.

A vendor was overpald by $64,785.

Management should ensure all formal contracts
have a limit as to what amount can be paid to
the vendor not an hourly rate.

The current administration will ensure all
formal contracts have a limit or cap as to
what amount can be paid to the wvendor. The
District will also adhere to the District’s D-
2450 policy that outlines the extension of the
scope of work of contracts.
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Bus Contracts Overpalid - Significant Deficiency

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

RZSPONSE

(13-06)

Management overpaid all bus contractors by
$43,334. There were no contract addendums to
support these overpayments.

All additions to bus contracts are to be
sufficiently supported by contract changes.

Management did not ensure these contracts were
adjusted to reflect the additional payments
made.

The School District paid 543,334 in additiocnal
payments without the proper support.

All contracts should be adjusted and
adequately documented for any additicnal
services required.

All extended contracts will have adequate

documentation that reflects all additional
compensations.
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Incomplete Employee Files - Other Matter

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

RZSPONSE

(13-07)

All three personnel files tested were missing
current W-4 forms. Also all out of three
chosen were missing the I-9 form.

IRS regulations require a W-4 form and I-9
form be completed and included in each
employees file.

Management did not ensure these forms were
completed and kept in each employees file.

Management does not have any supporting
documentaticn for amounts being withheld on
behalf of the employee. If the amounts
withheld were incorrect the School District
could be liable for the amounts owed to the
IRS. As for I-9 forms, IRS regulations are
not being adhered to.

Management should go through each employees
file and update and/or collect all required
forms.

The current administration will go through

each employee’s file and ensure that all
required information is present.
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Contracts for Fmployees Missing - Other Matter

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATICN

RESPONSE

(13-08)

Two out of ten employees files chosen did not
have a signed/approved employment contract in
their employment file.

All contracts documenting employment services
to be provided to the School District need to
be kept in each employees file.

Management did not ensure these files were
complete.

Employees could have been overpaid.

Management needs to ensure all enmployee
contracts are included in the employee file.

The Current administration will ensure that

all signed and approved contracts are included
in each employee’s file,
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FINANCTAT, STATEMENT PREPARATTION

The combining and individual fund financial statements and notes to
the financial statements for the year ended, June 30, 2013 were
prepared by Rice & Associates, CPA, based on managements chart of
accounts and trial balances including any adjusting, correcting or
closing entries approved by management. These services are
allcwable under SAS 115,

EXIT CONFERENCE

An exit conference was held at the School District on November 7,
2013, to discuss the current audit report. In attendance were Dr.
Nelda Isaacs, Superintendent, Ms. April Geary, Parent/Community
Member and Audit Committee President, Ms. Lynette Keeth, School
Board Secretary, Ms. Becka Arrington, Parent/Community Member and
Audit Committee Secretary, Mr. Chad Deason, School Board President,
Ms. Erlene Bradley, Business Manager, Mr. Antonio Lucero and Ms.
Pamela A. Rice, CPA, Contract Auditors.
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