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NOTE 10. Pension Plan – Educational Retirement Board 
 

Plan Description.  Substantially all of Dulce Independent Schools’ full-time employees participate in a public 
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, and other employees of State public 
school districts, colleges and universities) and beneficiaries.  ERB issues a separate, publicly available financial 
report that includes financial statements and required supplementary information for the plan.  That report may be 
obtained by writing to ERB, P. O. Box 26129, Santa Fe, New Mexico 87502.  The report is also available on ERB’s 
website at www.nmerb.org. 
 
Funding Policy.  Plan members are required to contribute 7.90% of their gross salary.  The District is required to 
contribute 11.65% of the gross covered salary.  The employer contribution will increase .75% each year until July 1, 
2011 when the employer contribution will be 13.9%.  The contribution requirements of plan members and the 
District are established in State statute under Chapter 22, Article 11 NMSA 1978.  The requirements may be 
amended by acts of the legislature.  The District’s contributions to ERB for the fiscal years ending June 30, 2010, 
2009 and 2008 were $583,690, $557,730, and $489,505, respectively, which equal the amount of the required 
contributions for each fiscal year. 

 
 
NOTE 11. Post-Employment Benefits – State Retiree Health Care Plan 
 

Plan Description.  Dulce Independent Schools contributes to the New Mexico Retiree Health Care Fund, a cost-
sharing multiple-employer defined benefit postemployment healthcare plan administered by the New Mexico 
Retiree Health Care Authority (RHCA).  The RHCA provides 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 Board 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 employer’s 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 postemployment healthcare plan.  That report and further information can be 
obtained by writing to the Retiree Health Care Authority at 4308 Carlisle NE, Suite 104, Albuquerque NM 87107. 
 
Funding Policy.  The Retiree Health Care Act (Section 10-7C-13 NMSA 1978) authorizes 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 of the plan. The monthly premium rate schedule can be obtained from the RHCA or viewed 
on their website at www.nmrhca.state.nm.us. (1)The Retiree Health Care Act (Section 10-7C-15 NMSA 1978) is the 
statutory authority that establishes the required contributions of participating employers and their employees. During  
 



STATE OF NEW MEXICO 
DULCE INDEPENDENT SCHOOLS 

NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2010 

 

35 

NOTE 11. Post-Employment Benefits – State Retiree Health Care Plan (continued) 
 
the fiscal year ended June 30, 2010, the statute required each participating employer to contribute 1.3% of each 
participating employee’s annual salary; each participating employee was required to contribute .65% of their salary. 
In the fiscal years ending June 30, 2011 through June 30, 2013 the contribution rates for employees and employers 
will rise as follows: 
 
For employees who are not members of an enhanced retirement plan the contribution rates will be: 
 Fiscal Year Employer  Contribution Rate Employee  Contribution Rate 

 FY11  1.666%  .833% 
  FY12   1.834%   .917% 
  FY13   2.000%   1.000% 
 
Also, employers joining the program after 1/1/98 are required to make a surplus-amount contribution to the RHCA 
based on one of two formulas at agreed-upon intervals. The RHCA plan is financed on a pay-as-you-go basis. The 
employer, employee and retiree contributions are required to be remitted to the RHCA on a monthly basis. The 
statutory requirements for the contributions can be changed by the New Mexico State Legislature. 
 
The District’s contributions to the RHCA for the years ended June 30, 2010, 2009, and 2008 were $65,315, $62,236, 
and $58,381, respectively, which equal the required contributions for each year. 
 
 

NOTE 12. Contingent Liabilities 
 
Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor agencies.  Any 
disallowed claims, including amounts already collected, may constitute a liability of the applicable funds.  The 
amount, if any, of expenditures which may be disallowed by the grantor cannot be determined at this time, although 
the Schools expects such amount, if any, to be immaterial. 
 
The District is involved in various claims and lawsuits arising in the normal course of business.  Although the 
outcome of these lawsuits is not presently determinable, it is the opinion of the District’s legal counsel that 
resolution of these matters will not have a material adverse effect on the financial condition of the District. 

 
NOTE 13. Commitments 

 
 Dulce Independent Schools contracts with outside vendors for construction and renovation of various facilities.  At 

June 30, 2010, contracts outstanding for capital projects totaled $98,281. 
 

NOTE 14. Subsequent Events 
 

In September 2010, the District drew down $3,000,000 from their investments account in the LGIP to help pay for 
operational negative funds. 
 

NOTE 15. Fund Balance and Net Assets Restatement 
 

The District’s capital assets and depreciation was not properly recorded in the prior year so adjustments were needed 
in the amount of $314,810 to restate prior year net assets.  Adjustments were made for governmental capital assets 
that were understated as a result of assets not being added to the asset listing in the prior year when they were 
purchased. The amount for the accumulated depreciation beginning of the year was understated from the ending 
accumulated depreciation in the prior year’s audit report and so an adjustment was made to increase it and correct 
the balances. 
 
The District’s balances related to long-term debt were also not properly recorded in the prior year so adjustments 
were needed in the amount of $2,603,617 to restate fund balance in the Debt Service Fund.  The amounts for 
accrued interest payable ($238,617) and current portion of bonds payable ($2,365,000) were incorrectly included in 
the governmental financial statements which required a restatement of fund balance in the current year.   
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NOTE 16. Subsequent Accounting Standard Pronouncements  

 
In March 2009, the GASB issued Statement No. 54, Fund Balance Reporting and Governmental Fund Type 
Definitions, which is effective for financial statement periods beginning after June 15, 2010.  This Statement 
establishes fund balance classifications that comprise a hierarchy based primarily on the extent to which a 
government is bound to observe constraints imposed upon the use of the resources reported in governmental funds. 
 
In March 2009, the GASB issued Statement No. 55, The Hierarchy of Generally Accepted Accounting Principles for 
State and Local Governments, which is effective upon issuance.  The objective of this Statement is to incorporate 
the hierarchy of generally accepted accounting principles (GAAP) for state and local governments into the 
Governmental Accounting Standards Board’s (GASB) authoritative literature. The “GAAP hierarchy” consists of 
the sources of accounting principles used in the preparation of financial statements of state and local governmental 
entities that are presented in conformity with GAAP, and the framework for selecting those principles. 
 
In March 2009, the GASB issued Statement No. 56, Codification of Accounting and Financial Reporting Guidance 
Contained in the AICPA Statements on Auditing Standard, which is effective upon issuance.  The objective of this 
Statement is to incorporate into the Governmental Accounting Standards Board’s (GASB) authoritative literature 
certain accounting and financial reporting guidance presented in the American Institute of Certified Public 
Accountants’ Statements on Auditing Standards. This Statement addresses three issues not included in the 
authoritative literature that establishes accounting principles—related party transactions, going concern 
considerations, and subsequent events. The presentation of principles used in the preparation of financial statements 
is more appropriately included in accounting and financial reporting standards rather than in the auditing literature. 
 
In December 2009, the GASB issued Statement No. 57, OPEB Measurements by Agent Employers and Agent 
Multiple-Employer Plan, which is effective for financial statement periods beginning after June 15, 2011.  The 
objective of this Statement is to address issues related to the use of the alternative measurement method and the 
frequency and timing of measurements by employers that participate in agent multiple-employer other 
postemployment benefit (OPEB) plans (that is, agent employers). 
 
In December 2009, the GASB issued Statement No. 58, Accounting and Financial Reporting for Chapter 9 
Bankruptcies, which is effective for financial statement periods beginning after June 15, 2009.  The objective of this 
Statement is to provide accounting and financial reporting guidance for governments that have petitioned for 
protection from creditors by filing for bankruptcy under Chapter 9 of the United States Bankruptcy Code. It requires 
governments to re-measure liabilities that are adjusted in bankruptcy when the bankruptcy court confirms a new 
payment plan.  In June 2010, the GASB issued Statement No. 59, Financial Instruments Omnibus, which is effective 
for financial statement periods beginning after June 15, 2010.  The Statement updates and improves existing 
standards regarding financial reporting of certain financial instruments and external investment pools. 
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STATE OF NEW MEXICO Statement C-5
DULCE INDEPENDENT SCHOOLS

CAPITAL IMPROVEMENTS HB-33 CAPITAL PROJECT FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE - BUDGET (NON - GAAP BUDGETARY BASIS) AND ACTUAL
FOR THE YEAR ENDING JUNE 30, 2010

Original Budget Final Budget Actual Variance
Revenues:

Property taxes 260,853$         260,853$         156,576$         (104,277)$        
Oil & Gas Taxes 3,719,635        3,719,635        1,633,127        (2,086,508)       
State grants -                   -                   -                   -                   
Federal grants -                   -                   -                   -                   
Miscellaneous -                   -                   -                   -                   
Interest 100,000           100,000           4,117               (95,883)            

Total revenues 4,080,488        4,080,488        1,793,820        (2,286,668)       

Expenditures:
Current:

Instruction -                   -                   -                   -                   
Support Services

Students -                   -                   -                   -                   
Instruction -                   -                   -                   -                   
General Administration -                   -                   1,569               (1,569)              
School Administration -                   -                   -                   -                   

Central Services -                   -                   -                   -                   
Operation & Maintenance of Plant -                   -                   -                   -                   
Student Transportation -                   -                   -                   -                   
Other Support Services -                   -                   -                   -                   
Food Services Operations -                   -                   -                   -                   
Community Services -                   -                   -                   -                   

Capital outlay 7,580,745        7,580,745        1,271,834        6,308,911        
Debt service

Principal -                   -                   -                   -                   
Interest -                   -                   -                   -                   
 Total expenditures 7,580,745        7,580,745        1,273,403        6,307,342        

Excess (deficiency) of revenues 
over (under) expenditures (3,500,257)       (3,500,257)       520,417           4,020,674        

Other financing sources (uses):
Designated cash 3,500,257        3,500,257        -                   (3,500,257)       
Operating transfers -                   -                   -                   -                   
Proceeds from bond issues -                   -                   -                   -                   
Bond Premiums -                   -                   -                   -                   

Total other financing sources (uses) 3,500,257        3,500,257        -                   (3,500,257)       
 
Net changes in fund balances -                   -                   520,417           520,417           

Fund balances - beginning of year -                   -                   3,561,400        3,561,400        

Fund balances - end of year -$                -$                4,081,817$     4,081,817$     

Reconciliation to GAAP Basis:
Adjustments to revenues 73,206             
Adjustments to expenditures (2,228)              

Excess (deficiency) of revenues and other sources (uses)
over expenditures (GAAP Basis) 591,395$         

Budgeted Amounts

The accompanying notes are an integral part of these financial statements
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STATE OF NEW MEXICO Statement C-6
DULCE INDEPENDENT SCHOOLS

SB-9 CAPITAL PROJECT FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE - BUDGET (NON - GAAP BUDGETARY BASIS) AND ACTUAL
FOR THE YEAR ENDING JUNE 30, 2010

Original Budget Final Budget Actual Variance
Revenues:

Property taxes 130,426$         130,426$         155,844$         25,418$           
Oil & Gas Taxes 1,859,817        1,859,817        1,281,317        (578,500)          
State grants -                   18,470             50,823             32,353             
Federal grants -                   -                   -                   -                   
Miscellaneous -                   -                   4,996               4,996               
Interest 1,000               1,000               11                    (989)                 

Total revenues 1,991,243        2,009,713        1,492,991        (516,722)          

Expenditures:
Current:

Instruction -                   -                   -                   -                   
Support Services

Students -                   -                   -                   -                   
Instruction -                   -                   -                   -                   
General Administration -                   -                   1,561               (1,561)              
School Administration -                   -                   -                   -                   

Central Services -                   -                   -                   -                   
Operation & Maintenance of Plant -                   -                   -                   -                   
Student Transportation -                   -                   -                   -                   
Other Support Services -                   -                   -                   -                   
Food Services Operations -                   -                   -                   -                   
Community Services -                   -                   -                   -                   

Capital outlay 2,859,637        2,442,158        2,331,038        111,120           
Debt service

Principal -                   -                   -                   -                   
Interest -                   -                   -                   -                   
 Total expenditures 2,859,637        2,442,158        2,332,599        109,559           

Excess (deficiency) of revenues 
over (under) expenditures (868,394)          (432,445)          (839,608)          (407,163)          

Other financing sources (uses):
Designated cash 868,394           432,445           -                   (432,445)          
Operating transfers -                   -                   -                   -                   
Proceeds from bond issues -                   -                   -                   -                   
Bond Premiums -                   -                   -                   -                   

Total other financing sources (uses) 868,394           432,445           -                   (432,445)          
 
Net changes in fund balances -                   -                   (839,608)          (839,608)          

Fund balances - beginning of year -                   -                   432,444           432,444           

Fund balances - end of year -$                -$                (407,164)$        (407,164)$       

Reconciliation to GAAP Basis:
Adjustments to revenues 2,612               
Adjustments to expenditures (53,475)            

Excess (deficiency) of revenues and other sources (uses)
over expenditures (GAAP Basis) (890,471)$        

Budgeted Amounts

The accompanying notes are an integral part of these financial statements
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Griego Professional Senices, LLC 
(-{'r l ' I I t"<~ Gd:l,c ,~\.::U li lid 1n t- t> 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 

COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 


STA TEMENTS PERFORMED IN ACCORDANCE WITH GO VERN1\1fENT A UDfTlNG STANDA RDS 


Hector Balderas 
New Mexico State Auditor 
The Office of Management and Budget 
To the Board of Education 
Dulce Independent Schools 
Dulce, New Mexico 

We ha ve audited the financial statements of the governmental activities, each major fund, and the aggregate remaining 
information consist ing of the aggregate nonmajor govermnental fund column and the fiduciary fund column in the fund 
statements and the budgetary comparisons of the general and maJor special revenue fund of Dulce Independent School s, New Mexico, 
as of and for the year ended June 30, 20 I 0, which co llectively comprise the District 's basic financial statements as listed in the table of 
contents, and have issued our report th ereon dated December 3, 2010, We also have audited the financial sta tements of each of the 
District' s nonmajor governmental funds and all the budgetary comparisons presented as supplementary information in the 
accompanying combining and individual fund financial statements as of and for the year ended June 30, 20 I 0, as Ilsted in the table of 
contents, and have issued OLlr report thereon dated December 3, 20 I 0, We conducted our audit in accordance with auditing standards 
generally accepted in the United States of America and the standards applicable to financial audits contained in Government A udiJing 
Srandards, issued by tbe Comptroller General of the United States, 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered Dulce Independent Schools, New Mexi co' s internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of express ing our opinions on the financial statements, but 
not for the purpose of express ing an opinion on the effectiveness of the District 's internal contro l over financi al reporting, 
Accordingly, we do not ex press an opinion on the effectiveness of the District' s internal control over financial reporting , 

A deficiency in intemal control ex ists 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 poss ibility that a materia l 
misstatement of the entity' s financial statements will not be prevented, or detected and corrected on a timel y basis , 

Our consideration of the internal control over fll1ancial reporting was for the lim ited purpose described in the first paragrap h of thi s 
section and was not designed to identify all deficiencies in the internal control th at might be deticiencies or material weaknesses, 
did not identify any deficiencies in intemal contro l over financial reporting that we consider to be material weaknesses , as defin

We 
ed 

above , Howeve r, we identified certain deficiencies in internal control over financial report ing , desc ribed in the accompanying 
schedul e of findings and quest ioned costs that we consider to be significant deti ciencies in internal contro l over financial reponing, F 
07-03, FS 07-11 and FS 10-01 A significant defici ency is a deficiency, or comb ination of deficiencies, in Internal control that is Ie, S 

severe than a material weakness, yet important enough to merit attention by those charged with governance, 

fund 
financial 

f , 5 0" 31)17· A lb, 'l ua9u~ , M 87176-7379 
850 Mcnaul 5 1vd IF , k 5 295 · A lbu9ucr9Lw, NM 87112 
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Accordingly, 

Griego Professional Services, LLC 
C.crtd;(",J GlbilC .~.:: Ullll l 'lt-S 

REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A 
DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 

OVER COMPLIANCE IN ACCORDANCE WITH OMS CIRCULAR A-133 

Hector Balderas 
New Mexico State Auditor 
The Office of Management and Budget 
To the Board of Education 
Dulce Independent Schools 
Dulce, New Mexico 

Compliance 

We have audited the compliance of Dulce Independent Schools, New Mexico, with the types of compliance 
requirements described in the Us. Office of Management and Budget (OMB) Circular A-J33 Compliance 
Supplement that are applicable to each of its major federal programs for the year ended June 30, 20 I O. Dulce 
Independent Schools, New Mexico's major federal programs are identified in the summary of auditors ' results 
section of the accompanying schedule of findings and questioned costs. Compliance with the requirements of laws, 
regulations, contracts, and grants applicable to each of its major federal programs is the responsibil ity of Dulce 
Independent Schools, New Mexico 's mana gement. Our responsibility is to express an opinion on Dulce 
Independent Schools, New Mexico 's compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States 
of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and OMB Circular A-133, Audits ofStates, Local Governments, and Non ­
Profit Organizations. Those standards and OMB Circular A-1 33 require that we plan and perform the audit to 
obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to 
above that could have a direct and material effect on a major federal program occurred. An audit includes 
exatllllling, on a tes t basis, evidence about Dulce Independent Schools, New Mexico's compliance with those 
requirements and perfonning such other procedures as we considered necessary in the circumstances. We believe 
that our audit provides a reasonable basi s for our opinion. Our audit does not provide a legal determination on 
Dulce Independent Schools, New Mexico' s compliance with tho se requirements. 

In our opinion, Dulce Independent Schools, New Mexico complied, in a ll material respec ts, with the reqlllrements 
referred to above that are applicable to each of its major federal programs for the year ended June 30, 20 IO. 

Internal Control Over Compliance 

The management of Dulce Independent Schools, New Mexico is responsible for establishing and mamtaining 
effective internal control over compliance with the requirements of laws, regulation s, contracts, and grants 
appl ica ble to federal programs. In planning and performing our audit, we considered Dulce Independent Schools, 
New Mexico's internal control over compliance with requirements that could have a direct and material effect on a 
major federal program to determine the auditing procedures for the purpose of expressing our opinion on 
compliance, and to test and report on internal control over compliance in accordance wi th OMB Circular A-133 but 
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
we do not express an opinion on the effectiveness of Dulce Independent Schools, New Mexico's internal contro 
over compliance. 

FO 5 0x 373794 
• AibuLltJel9' <, NtvI 871761779 

3500 Menclul5kJ IE.,Stc 5 295 • A lhu9ucr'l'JC;; , NM 87112 
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