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FARMINGTON MUNICIPAL SCHOOLS 
MISSION STATEMENT 

 
The mission of Farmington Municipal Schools is to provide our students with the 

knowledge and skills necessary to be successful in a changing environment by 
providing a system of learning focused on high expectations and continuous 

improvement. 
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October 31, 2011 
 
 
 
To the Citizens and Board of Education of Farmington Municipal School District 
 
We are pleased to present to you the comprehensive annual financial report of the 
Farmington Municipal School District for the fiscal year ended June 30, 2011. 
 
State law requires that all general-purpose local governments publish within six months of 
the close of each fiscal year a complete set of financial statements presented in conformity 
with generally accepted accounting principles (GAAP) and audited in accordance with 
generally auditing standards by a firm of licensed certified public accountants.  Pursuant to 
that requirement, we hereby issue the comprehensive annual financial report of the 
Farmington Municipal School District for the fiscal year ended June 30, 2011. 
 
This report consists of management’s representations concerning the finances of the 
Farmington Municipal School District.  Consequently, management assumes full 
responsibility for the completeness and reliability of all of the information presented in this 
report.  To provide a reasonable basis for making these representations, management of the 
Farmington Municipal School District has established a comprehensive internal control 
framework that is designed both to protect the government’s assets from loss, theft, or misuse 
and to compile sufficient reliable information for the preparation of the Farmington 
Municipal School District’s financial statements in conformity with GAAP.  Because the 
cost of internal controls should not outweigh their benefits, the Farmington Municipal School 
District’s comprehensive framework of internal controls has been designed to provide 
reasonable rather than absolute assurance that the financial statements will be free from 
material misstatement.  As management, we assert that, to the best of our knowledge and 
belief, this financial report is complete and reliable in all material respects. 
 
The Farmington Municipal School District’s financial statements have been audited by 
David Berry, CPA, PC, a firm of licensed certified public accountants.  The goal of the 
independent audit was to provide reasonable assurance that the financial statements of the 
Farmington Municipal School District for the fiscal year ended June 30, 2011, are free of 
material misstatement.  The independent audit involved examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements; assessing the accounting 
principles used and significant estimates made by management; and evaluating the overall 
financial statement presentation.  The independent auditor concluded, based upon the audit, 
that there was a reasonable basis for rendering an unqualified opinion that the Farmington 
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Municipal School District’s financial statements for the fiscal year ended June 30, 2011, are 
fairly presented in conformity with GAAP.  The independent auditor’s report is presented as 
the first component of the financial section of this report. 
 
The independent audit of the financial statements of the Farmington Municipal School 
District was part of a broader, federally mandated “Single Audit” designed to meet the 
special needs of federal grantor agencies.  The standards governing Single Audit 
engagements require the independent auditor to report not only on the fair presentation of the 
financial statements, but also on the audited government'’ internal controls and compliance 
with legal requirements, with special emphasis on internal controls and legal requirements 
involving the administration of federal awards.  These reports are available in the Farmington 
Municipal School District’s separately issued Single Audit Report. 
 
GAAP require that management provide a narrative introduction, overview, and analysis to 
accompany the basic financial statements in the form of Management’s Discussion and 
Analysis (MD&A).  This letter of transmittal is designed to complement MD&A and should 
be read in conjunction with it.  The Farmington Municipal School District’s MD&A can be 
found immediately following the report of the independent auditors. 
 
Profile of the District 
 
The District is a political subdivision of the State organized for the purpose of operating and 
maintaining an educational program for school-age children residing within its boundaries. 
The Farmington Municipal School District No. 5 is the seventh largest district in the State 
with an enrollment of 10,646 students. There are 10 elementary schools, 4 middle schools, an 
alternative junior-senior high school, two senior high schools and two pre-schools within the 
District.  The District’s educational program also includes vocational, technical and 
occupational training.  The District provides education services for the detainees of the 
County Juvenile Detention Center, which averages approximately 30 students. 
 
In addition, there are twelve BIA/private schools, which also operate in the District with 
approximately 900 students and 218 students approved for home schools. 
 
 
The District’s powers are subject to regulations promulgated by the New Mexico Secretary 
of Public Education.  The Public Education Department Secretary is the governing authority 
of the public school systems in New Mexico and has control, management and direction over 
all public schools.  The Governor appoints the Secretary of Public Education.  Generally, the 
powers of the Secretary include determining policy of operations of all public schools; 
designating courses of instruction for all public schools in the State; adopting regulations for 
the administration of all public schools; determining qualifications for teachers, counselors, 
and their assistants; and prescribing minimum educational standards for all public schools.  
The Secretary of the Public Education Department may order the creation of new school 
districts or may require consolidation of school districts. 
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The District Board (the “Board”), subject to regulations of the Public Education Department, 
supervises and controls all public schools and property within the District.  The Board 
employs a superintendent of schools, delegates administrative and supervisory functions to 
the superintendent, fixes the budget, has the capacity to sue and be sued, contracts, leases, 
purchases and sells for the District, acquires and disposes of all property, and adopts 
regulations pertaining to the administration of all powers or duties of the Board.  Members 
serve without compensation for four-year terms of office in non-partisan elections held every 
two years on the first Tuesday in February. 
 
Currently, the District operates and maintains a variety of facilities in meeting its obligations 
to provide an education program for the school-age children residing within its boundaries.  
The District operates 19 school sites.  The capacity of the school facilities is estimated at 
11,000 students (FTE basis). 
 
In addition to the school buildings and their contents, the District owns 290 acres of land 
upon which school buildings and facilities are located, approximately 579 acres of additional 
vacant property, the District Administration Building, a maintenance shop and custodial 
center, bus terminal, an Exceptional Program and Bilingual Education building, an 
instructional materials warehouse and 40 vehicles.  The District owns its bus fleet (75).  The 
District also owns 18-acre feet of water rights.   
 
The Farmington Schools, as a whole, is accredited by the State of New Mexico’s Public 
Education Department.  The most recent accreditation was in December 2003.  The results 
were favorable for the District. 
 
The District is required by State law to submit to the Public Education Department by April 
15 of each year, an estimated budget for the District for the ensuing fiscal year.  If the 
District fails to submit a budget, the Public Education Department must prepare an estimated 
budget for the District for the ensuing fiscal year.  Prior to June 20th of each year, the Board 
must hold a public hearing to establish the estimated budget for the district for the next year. 
 
On or before July 1 of each year, the Public Education Department must approve and certify 
to the District an approved budget for use by the District based upon the estimated budget 
fixed by the District.  No school board, officer or employee of a school district may make 
expenditure or incur any obligation for the expenditure of public funds unless such 
expenditure is made in accordance with an operating budget approved by the Public 
Education Department, but this does not prohibit the transfer of funds between line items 
within an object of a budget.  Approved budgets may not be altered or amended after 
approval by the Public Education Department except upon request to the Public Education 
Department by the District.  Instances in which such requests will be approved include a 
change within the budget, which does not increase the total amount of the budget.  
Additional budget items may also be approved if the District is to receive unanticipated 
revenues.  Finally, if it becomes necessary to increase the District’s budget by more than 
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$1,000 for any reason other than those listed above, the Public Education Department may 
order a special public hearing to consider the requested increase. 
 
Formal budgetary integration is employed as a management control device during the year 
for the General Fund, Special Revenue Funds, Capital Projects and Debt Service Fund with 
appropriations lapsing at year-end.  Total expenditures of any activity category may not 
exceed categorical appropriations.  
 
To conform to Public Education Department requirements, budgets for all funds of the 
District are adopted on the cash basis of accounting except for state instructional materials 
credit, which provides free textbooks from the Public Education Department.  Hence, the 
budgets are not prepared in conformity with generally accepted accounting principles 
(GAAP) and budgetary comparisons are presented on the (Non-GAAP) basis of accounting. 
 
Budget-to-actual comparisons are provided in this report for each individual governmental 
fund for which an appropriated annual budget has been adopted.  For the general fund, this 
comparison is found on pages 24-25 as part of the basic financial statements for the 
government funds.  For governmental funds, other than the general fund, with appropriated 
annual budgets, this comparison is presented in the governmental fund subsection of this 
report, which starts on page 26 and pages 57-133. 
 
Factors Affecting Financial Condition 

 
The information presented in the financial statements is perhaps best understood when it is 
considered from the broader perspective of the specific environment within which 
Farmington Municipal School District operates. 
 
Local economy.  The Farmington Municipal School District (the “District”) is located in the 
mineral rich “Four Corners” area in northwestern New Mexico.  The economy of the area is 
dependent upon trade, electric power generation, oil, gas and coal production, government, 
tourism and agriculture.  The State of New Mexico has completed the four-lane Highway 
550 from Albuquerque to Farmington, which provides further opportunities for economic 
growth for the region. 
 
Retail trade. Farmington is the largest city in the Four Corners area of Colorado, Arizona, 
Utah and New Mexico.  It serves as the retail 
distribution and service center for an estimated 
population over 225,000, including the Navajo 
Nation, the largest Indian reservation in the 
country.  Total retail trade gross receipts in the 
City represents over 79% of the retail trade gross 
receipts within San Juan County. 
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Within the past 2 years, Farmington has seen the addition of AT&T Wireless offices and a 
My Big Fat Greek Restaurant as well as several smaller franchise businesses. 
 
 
Electrical Generation   The economic base of the 
area was broadened beyond agriculture and oil and 
gas production in the 1960’s with construction of 
two coal-fired generating plants, the Four Corners 
Generating Station and the San Juan Generating 
Station. 
 
Arizona Public Service Company operates Four 
Corners Power Plant, a five-unit, 2,050-megawatt coal-fired plant.  Located 20 miles west of 
Farmington, the plant employs 573 full-time and part-time men and women, more than 73 
percent of who are members of the Navajo Tribe.  The plant payroll is about $42 million 
annually.  BHP Minerals, Navajo Coal Company provides coal under a long-term agreement.  
Coal usage is approximately 10 million tons per year.  The Plant is one of the largest 
generating stations in the U.S.  The plant is equipped with all necessary pollution control 
equipment and delivers power through its switchyard to utilities in Arizona, California, New 
Mexico and Texas.  The plant ranks among the lowest in the region for power costs and 
operating economy. 
 
The Public Service Company of New Mexico (“PNM”) operates a four-unit, 1800-megawatt 
coal-fired plant approximately 15 miles west of Farmington.  Known as the San Juan 
Generating Station, the plant employs 418 full-time employees and an annual payroll of $26 
million.  The plant is the largest taxpayer in San Juan County.  The plant consists of four 
coal-fired, pressurized units that generate about 1,800 gross megawatts of electricity to serve 
PNM’s customer base and that of eight other owners.  It is the seventh-largest coal-fired 
generating station in the West.  San Juan is PNM’s primary generation source, serving 58% 
of the power needs of PNM customers.  
 
Oil and Gas Production The oil and gas industry has been important to the San Juan 
County economy since the 1920s and between the early 1950s and early 1980s was its 
mainstay.  Large-scale development began in 1951 and continued until 1983 when cheaper 
foreign crude oil and natural gas supplies dominated the market.  
 
New Mexico oil and natural gas reserves are estimated at 730 million barrels of oil and 19.1 
trillion cubic feet of natural gas, according to the State of New Mexico, Department of 
Energy, Minerals and Natural Resources, Mining and Minerals Division.  New Mexico is 
ranked third nationally in natural gas reserves with approximately 68% located in 
northwestern New Mexico.  
 
San Juan County has been ranked first in gas production in New Mexico and third in oil 
production for the past three years and these rankings are not expected to change in the 



 xx

foreseeable future.  Recent exploration for natural gas in coal seams throughout the San Juan 
Basin has increased potential reserves by as much as 70 trillion cubic feet.  Federal tax 
credits for coal seam gas expired December 31, 1992. 
 
The Oil Conservation Division of the State Energy, 
Minerals and Natural Resources Department reports 
25,761  producing oil wells and 29,934 active producing 
gas wells in San Juan County as of November 2010.  
 
The Four Corners as well as the State of New Mexico has 
been negatively impacted this past year by the low prices 
of natural gas and oil. 
 
The State of New Mexico is facing budget deficits due the 
reduction in revenue from oil and gas taxes.  Those state 
revenues affect the amount the state allocates to public education through the state 
equalization formula.  The reduction in public education funding could be significant as 
education funding is 47% of the state’s budget. 
 
Coal Mining  The major coal producer in the area is BHP-Utah International, Inc., which 
owns three large mines producing coal for the Four Corners and San Juan Generating 
Stations.  The Navajo Mine supplies the Four Corners Plant.  The San Juan and La Plata 
Mines, each estimated to have useful lives in excess of twenty years, supply the San Juan 
Plant.  The Navajo Mine is located approximately 20 miles southwest of Farmington and the 
San Juan mine is northwest.  Production is estimated at over 20 million tons of coal per year. 
 
Employment is approximately 1,030 at all mines (as of December 2010) and the annual 
payroll is approximately $72,000,000. 
 
Navajo Indian Irrigation Project  The Navajo Indian 
Irrigation Project (NIIP), representing a joint federal and 
tribal investment, is farmed by the Navajo Agricultural 
Products Industry (NAPI), an enterprise of the Navajo 
Nation. The 2007 farming season has approximately 60,000 
acres under cultivation and an additional 40,000 acres still to 
be developed, bringing the total area to 100,000 acres.  NAPI 
produces high value crops such as potatoes, onions, beans, 
alfalfa, pumpkins, barley, corn and wheat.  The enterprise 
also includes a 12,000-head feedlot and an industrial park.  NAPI employs 150 full-time and 
800 seasonal employees.  Most of the employees are Navajo with about 33 percent women. 
NAPI is also involved in several other joint ventures including a bean processing plant, 
production of Hrbi sod, an orchard, a pallet mill operation, a fresh pack operation and a 
potato storage facility. 
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Medical   The San Juan Medical Center, with 145 
acute care beds and 15 skilled nursing beds and has 
recently completed a $60 million dollar expansion 
adding an additional 72 private rooms. The hospital is 
privately held, a not-for-profit corporation devoted 
exclusively to the medical needs of San Juan County.  
San Juan County Health Department offers free 
programs in immunization, well baby and family 

planning, also WIC, testing and education services.   
 
Tourism   The Four Corners area boasts internationally known tourist 
attractions including Mesa Verde, Canyon de Chelly, Monument 
Valley and Lake Powell.  Equally worthy attractions within the County 
include Chaco Cultural National Historic Park (a major Anasazi 
cultural center during the 12th and 13th centuries), Aztec Ruins National 

Monument (500 room Indian community ruin with reconstructed 
Kiva), white water river rafting and nationally renowned trout 
fishing on the San Juan River just below Navajo Lake.  Tourist 
visits to Aztec Ruins have increased 38 percent in the past five 
years.  The Connie Mack Baseball World Championship 
Tournament is held in Farmington each summer.  Navajo rugs, 
Indian jewelry, paintings and sculpture are available at local 
trading posts and shops. 

 
The Four Corners Regional Airport, is located 1 ½ miles from downtown Farmington, 
offering daily flights to Denver, Phoenix and Durango. 
 
Long-term financial planning.  The Board of Education has established a Career and 
Technical Education Center in the district to provide students the opportunity to explore 
different career paths. The center has begun offering auto, welding, and culinary arts. The 
district has a Master Facility Plan that determines the district’s capital improvements for the 
next five years and the district’s financial planning for future bond elections. 
 
Financial planning for the district has been driven by the No Child Left Behind education act 
and state mandates that result from this reform requiring greater accountability for student 
success.   
 
 
 

AWARDS AND ACKNOWLEDGEMENTS 
 
Mrs. Ryan recognized the Finance Department for again receiving the Certificate of 
Achievement for Excellence in Financial Reporting for its comprehensive 
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annual financial report. The District has received this honor every year since 1993. 
 
 

CURRENT PROJECTS 
 
On August 24, 2010 voters approved issuing $50,000,000 in bonds to fund replacement of 
Tibbetts Middle School and numerous improvement projects. 

 
 
The District has received Public School Critical 
Capital Outlay funds in the amount of  
$19,000,000 to help with construction of Tibbetts 
Middle School. 
 
 
 
 

 
 
 
 
 

INDEPENDENT AUDIT 
 
As required by New Mexico State law, an annual audit of the financial records, books of 
account and the transactions of all administrative departments of the Farmington Municipal 
School District No. 5 have been made by an independent auditor.  The independent auditor’s 
opinion as prepared by David Berry, CPA, PC is included within the Financial Section of this 
report.  The 2011 audit was an organization-wide single audit under the provisions of the 
Single Audit Act Amendments of 1996 and related OMB Circular A-133.  The auditor’s 
reports related specifically to the single audit area in the Compliance Section of this report. 
 

CERTIFICATES 
 
The Government Finance Officers Association of the United States and Canada (GFOA) 
awarded a Certificate of Achievement for Excellence in Financial Reporting to Farmington 
Municipal Schools for its comprehensive annual financial report for the fiscal year ended 
June 30, 2010.  This was the (18) consecutive year (1993-2010) that the government has 
achieved this prestigious award. In order to be awarded a Certificate of Achievement, a 
government must publish an easily readable and efficiently organized comprehensive annual 
financial report. This report must satisfy both generally accepted accounting principles and 
applicable legal requirements. 
 





 xxiv

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

THIS PAGE INTENIONALLY LEFT BLANK 















7 

Management’s Discussion and Analysis 
 
 
As management of the Farmington Municipal School District, we offer readers of 
Farmington Municipal School District’s financial statements this narrative overview and 
analysis of the financial activities of the Farmington Municipal School District for the fiscal 
year ended June 30, 2011. We encourage readers to consider the information presented here 
in conjunction with additional information that we have furnished in our letter of transmittal, 
which can be found on pages xiv – xxiv. 
 
Financial Highlights 
 

• The assets of the Farmington Municipal School District exceeded liabilities at the 
close of the most recent fiscal year by $81,461,145 (net assets).  Of this amount, 
$21,449,047 (Unrestricted net assets) may be used to meet the School District’s 
ongoing obligations. 

 
• As of the close of the current fiscal year, Farmington Municipal School District’s 

governmental funds reported combined ending fund balances of $41,685,913, an 
increase of $13,632,622 in comparison with the prior year.  Approximately 23% of 
this total amount, $9,384,014 is available for spending at the district’s discretion 
(unreserved fund balance). 

 
• At the end of the current fiscal year, unreserved fund balance for the general fund was 

$9,384,014 or 15% of the total general fund expenditures. 
 

• The Farmington Municipal School District’s total net debt increased by $8,404,352 or 
25% during the current fiscal year.  The district retired $14,305,648 of debt while 
issuing new debt in the amount of $22,710,000. The district issued $5,310,000 in 
general obligation educational technology notes and $4,900,000 in general obligation 
refunding bonds authorized by the board in 2010. The district issued $12,500,000 in 
general obligation school building bonds authorized by the voters in 2010. 

 
 

Overview of Financial Statements 
 
This discussion and analysis are intended to serve as an introduction to the Farmington 
Municipal School District’s basic financial statements. The School District’s basic financial 
statements comprise three components: 1) government-wide financial statements, 2) fund 
financial statements, and 3) notes to the financial statements.  This report also contains other 
supplementary information in addition to the basic financial statements themselves. 
 
Government-wide financial statements. The government-wide financial statements are 
designed to provide readers with a broad overview of the Farmington Municipal School 
District’s finances, in a manner similar to a private-sector business. 
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The statement of net assets presents information on all of the Farmington Municipal School 
District’s assets and liabilities, with the difference between the two reported as net assets. 
Over time, increases or decreases in net assets may serve as a useful indicator of whether the 
financial position of the Farmington Municipal Schools is improving or deteriorating. 
 
The statement of activities presents information showing how Farmington Municipal School 
District’s net assets changed during the most recent fiscal year.  All changes in net assets are 
reported as soon as the underlying event giving rise to the change occurs, regardless of the 
timing of related cash flows.  Thus, revenues and expenses are reported in this statement for 
some items that will only result in cash flows in future fiscal periods. (e.g., uncollected taxes 
and earned but unused vacation leave, etc.) 
 
Both of the government-wide financial statements reflect functions of the Farmington 
Municipal School District that are principally supported by taxes and intergovernmental 
revenues (governmental activities). The governmental activities of the Farmington Municipal 
School District include general government operations, transportation of students and 
instructional materials allocations. The government-wide financial statements can be found 
on pages 19 and 20 of this report. 
 
Fund financial statements.   A fund is a grouping of related accounts that is used to 
maintain control over resources that have been segregated for specific activities or objectives.  
Farmington Municipal School District, like other state and local governments, uses fund 
accounting to ensure and demonstrate compliance with finance-related legal requirements.  
All of the funds of the Farmington Municipal School District are governmental funds. 
 
Governmental funds.  Governmental funds are used to account for essentially the same 
functions reported as governmental activities in the government-wide financial statements.  
However, unlike the government-wide financial statements, governmental fund financial 
statements focus on near-term inflows and outflows of spendable resources, as well as on 
balances of spendable resources available at the end of the fiscal year.  Such information 
may be useful in evaluating a government’s near-term financing requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental 
activities in the government-wide financial statements.  By doing so, readers may better 
understand the long-term impact of the government’s near-term financing decisions.  Both 
the governmental fund balance sheet and the governmental fund statements of revenues, 
expenditures, and changes in fund balances provide a reconciliation to facilitate this 
comparison between governmental funds and governmental activities. 
 
Farmington Municipal School District maintains four individual governmental funds. 
Information is presented separately in the governmental fund balance sheet and in the  
governmental fund statement of revenues, expenditures, and changes in fund balances for the 
general fund, special revenue fund, capital projects and the debt service fund, all of which are 
considered to be major funds. Data from the 59 governmental funds are combined into a 
single, aggregated presentation.  Individual fund data for these non-major governmental 
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funds is provided in the form of combining statements following the notes to the financial 
statements (pages 57-68). 
 
Farmington Municipal School District adopts an annual appropriated budget for each of its 
funds. Budgetary comparative statements have been provided for these funds to demonstrate 
compliance with these budgets. 
 
The basic governmental fund financial statements can be found on pages 19-27 of this report. 
 
Fiduciary funds.  Fiduciary funds are used to account for resources held for the benefit of 
parties outside the government.  Fiduciary funds are not reflected in the government-wide 
financial statement because of the resources of those funds are not available to support the 
Farmington Municipal Schools’ own programs.  The accounting used for fiduciary funds is 
much like that used for proprietary funds. 
 
The basic fiduciary fund financial statements can be found on pages 29 of this report. 
 
Notes to the financial statements.  The notes provide additional information that is essential 
to a full understanding of the data provided in the government-wide and fund financial 
statements.  The notes to the financial statements can be found on pages 31-45 of this report. 
 
Government-wide Financial Analysis 
 
 As noted earlier, over time, net assets may serve as a useful indicator of a government’s 
financial position.  In the case of Farmington Municipal School District, assets exceeded 
liabilities by $81,461,145 at the close of the most recent fiscal year. 
 
A portion (54%) of Farmington Municipal School District’s net assets is invested in capital 
assets (e.g., land, buildings, machinery, and equipment), less any related debt used to acquire 
those assets that is still outstanding. Farmington Municipal School District uses these capital 
assets to provide educational services; consequently, these assets are not available for future 
spending.  Although Farmington Municipal School District’s investment in its capital assets 
is reported net of related debt, it should be noted that the resources needed to repay this debt 
must be provided from other sources, since the capital assets themselves cannot be used to 
liquidate these liabilities. 
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Farmington Municipal School District’s Net Assets 
 

FY 2011 FY 2010 FY 2011 FY 2010
Current and other assets 60,445,211$      45,583,550$     60,445,211$     45,583,550$      
Capital assets 70,660,053$      70,677,531$     70,660,053$     70,677,531$      

Total assets 131,105,264$    116,261,081$   131,105,264$   116,261,081$    

Current Liabilities 6,301,071$        5,271,041$       6,301,071$       5,271,041$        
Noncurrent liabilities:

Due within one year 9,594,349$        8,767,427$       9,594,349$       8,767,427$        
Due in more than one year 33,748,699$      25,469,852$     33,748,699$     25,469,852$      

Total liabilities 49,644,119$      39,508,320$     49,644,119$     39,508,320$      

Net assets:
Invested in capital assets, net
of related debt 44,134,648$      44,326,970$     44,134,648$     44,326,970$      
Restricted 15,877,450$      15,247,416$     15,877,450$     15,247,416$      
Unrestricted 21,449,047$      17,178,375$     21,449,047$     17,178,375$      

Total net assets 81,461,145$      76,752,761$     81,461,145$     76,752,761$      

Governmental Activities Total

 
 

 
Farmington Municipal School District’s Net Assets 

A large portion of Farmington Municipal School District’s net assets (19%) represents 
resources that are subject to external restrictions on how they may be used.  The remaining 
balance of unrestricted net assets ($21,449,047) may be used to meet the district’s ongoing 
obligations. 
 
At the end of the current fiscal year, Farmington Municipal School District has achieved 
positive balances in the Governmental Activities category of net assets.  The same   
situation held true in the prior fiscal year. 
 
Farmington Municipal School District’s net assets increased by $4,708,384 during the 
current fiscal year. Total assets increased due to increased cash revenues from state sources 
and the bond proceeds received in the current fiscal year. Long-term liabilities increased due 
to the issuance of additional debt. 
 
Governmental activities.  Governmental activities increased Farmington Municipal School 
District’s net assets by $4,708,384.  Key elements of this increase are as follows: 
 

• Operating grants & contributions for governmental activities decreased primarily due 
to a 42% reduction in the amount of federal funding from the Educational Stimulus 
Funds received by the district. The reduction was offset by a 3.3% increase in state 
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equalization revenue as shown in the comparison of grants and contributions not 
restricted to specific programs. 

 
• Earnings from investments have declined due to the state of the economy and lower 

interest rates. 
 
 
The decrease in expenses for the district resulted from a decrease in operation of non-
instruction services costs. This decrease was largely due to fewer construction projects in the 
district. 

 
Farmington Municipal School District’s Changes in Net Assets 

 

FY2011 FY2010 FY2011 FY2010

Revenues:
Program Revenues:
Charges for services 1,713,639$    1,557,798$       1,713,639$    1,557,798$       
Operating grants & contributions 16,238,340$  18,451,821$     16,238,340$  18,451,821$     
Capital grants & contributions 226,196$       414,564$          226,196$       414,564$          
General Revenues: -$               -$                  
Property taxes-general purpose 583,549$       590,775$          583,549$       590,775$          
Property taxes-debt service 9,983,458$    10,554,810$     9,983,458$    10,554,810$     
Property taxes-capital projects 3,136,308$    2,787,701$       3,136,308$    2,787,701$       
Grants and contributions not
restricted to specific progams 67,228,446$  64,409,185$     67,228,446$  64,409,185$     
Other:
Earnings from investments 116,388$       330,227$          116,388$       330,227$          
Gain on sale of capital asset -$               492,941$          -$               492,941$          

Total Revenues 99,226,324$  99,589,822$     99,226,324$  99,589,822$     

Expenses:
Direct instruction 50,181,718$  52,940,094$     50,181,718$  52,940,094$     
Support Services 22,424,212$  19,176,000$     22,424,212$  19,176,000$     
Operation of non-instruction services 14,373,083$  17,149,315$     14,373,083$  17,149,315$     
Food services 3,495,334$    3,134,259$       3,495,334$    3,134,259$       
Athletics 280,813$       366,917$          280,813$       366,917$          
Pupil transportation 2,760,952$    3,206,068$       2,760,952$    3,206,068$       
Other 1,001,828$    1,320,460$       1,001,828$    1,320,460$       

Total Expenses 94,517,940$  97,293,113$     94,517,940$  97,293,113$     

Increase in net assets 4,708,384$    2,296,709$       4,708,384$    2,296,709$       

Net assets - Beginning 76,752,761$  74,456,052$     76,752,761$  74,456,052$     
Net assets - Ending 81,461,145$  76,752,761$     81,461,145$  76,752,761$     

Governmental Activities Total
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Financial Analysis of the Government’s Funds 
 
As noted earlier, Farmington Municipal School District uses fund accounting to ensure and 
demonstrate compliance with finance-related legal requirements. 
 
Governmental funds.  The focus of Farmington Municipal School District’s governmental 
funds is to provide information on near-term inflows, outflows, and balances of spendable 
resources.  Such information is useful in assessing Farmington Municipal School District’s 
financing requirements. In particular, unrestricted fund balance may serve as a useful 
measure of a government’s net resources available for spending at the end of the fiscal year. 
 
As of the end of the current fiscal year, Farmington Municipal School District’s 
governmental funds reported combined ending fund balances of $41,685,913 an increase in 
comparison with the prior year.  Approximately 23% of this total amount ($9,384,014) 
constitutes unassigned fund balance, which is available for spending at the government’s 
discretion.  The remainder of fund balance is restricted to indicate that it is not available for 
new spending because it has already been committed 1) to pay debt service ($10,779,975),  
2) for capital projects ($20,427,036) and 3) a variety of other restricted purposes 
($1,094,868). 
 
The general fund is the chief operating fund of Farmington Municipal School District. At the 
end of the current fiscal year, unassigned fund balance of the general funds was $9,118,856, 
which is also the total fund balance.  As a measure of the general fund’s liquidity, it may be 
useful to compare both unassigned fund balance and total fund balance to total fund 
expenditures.  Unassigned represents 15% percent of the total general fund expenditures, and 
the total fund balance represents 15% as well since none of the general fund balance was 
restricted at June 30, 2011. 
 
The fund balance of Farmington Municipal School District’s general fund increased by 
$4,376,386 during the current fiscal year.  Farmington Municipal School District’s board and 
management were committed to increasing the cash balance of the district at the end of the 
fiscal year in order to meet increasing state mandates while maintaining the district’s high 
bond rating. The revenue reductions from the state did not materialize to the level forecasted 
by the state. The district reduced expenditures to meet the forecasted reduction and therefore, 
the district budget reflected a larger portion of the revenues from the state equalization 
guarantee be set aside in cash reserves. The current fiscal year budget reflects a slight 
decrease in the cash balance. The fund balance is expected to decrease slightly this next fiscal 
year as the district will replace some non-recurring expense items on an opportunistic basis. 
 
The district’s debt service fund’s total fund balance was $7,280,671 that is restricted for the 
payment of debt service.  This is a net decrease in fund balance of $596,540. The decrease 
during the current year resulted from a decrease in cash that was used to retire debt 
obligations of the district. 
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The educational technical debt service fund balance was $3,499,304. The total amount is 
restricted for the payment of debt service. This is a net increase in fund balance of $723,611. 
The increase is the result of increased tax collections for the purpose of debt payment. 
 
There was an increase of $7,797,347 in the fund balance of the bond building capital fund 
resulting in a fund balance of $15,091,771. The increase was the result of the $12,500,000 
debt issue in March 2011 offset by spending proceeds for construction projects in the current 
fiscal year. 
 
The SB-9 capital improvement fund balance was $2,256,804 that is used primarily for 
maintenance and repair of facilities and grounds. This is a net increase in fund balance of 
$329,483. The expenditures in this fund can fluctuate depending on the number, complexity 
and cost of the maintenance work orders for any given year. This year revenues were flat 
compared to the prior year and expenditure decreased due to fewer high cost repairs. 
 
 
General Fund Budgetary Highlights 
 
Differences between the original budgeted revenues and the final amended budgeted 
revenues were resulted in a budget reduction of $1,600,403, which can be briefly 
summarized as follows: 
  

• The difference resulted from a mid-year 2.6% reduction in revenue from the 
state in state equalization funds. 
 

• Expenditures were reduced to balance the budget.  
 

• Additional cash from 6/30/10 was carried forward and budgeted in 2010-
2011. 

 
 
Capital Asset and Debt Administration 
 

Capital assets.  Farmington Municipal School District’s investment in capital assets for 
its governmental activities as of June 30, 2011 amounts to $70,660,053 (net of 
accumulated depreciation).  This investment in capital assets includes land, construction 
in progress, buildings, improvements, and machinery and equipment.  For the 
governmental activities, a total of $70,660,053 was determined as the current value of all 
the capital assets owned by the District.   
  
Major capital asset events during the current fiscal year included the following: 
 

• Student laptops were purchased for high school students as part of the 
district’s technology master plan. 
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• Construction was completed on new restrooms at the two high schools and 
two elementary schools. 

 
• Construction was completed on an addition to the preschool. 

 
Additional information on Farmington Municipal School District’s capital assets can be 
found in note “C” on page 40 of this report. 
 

FY2011 FY2010 FY2011 FY2010
Land 3,444,131$         3,444,131$         3,444,131$      3,444,131$    
Construction in progress -$                    -$                    -$                 -$               
Land improvements 623,773$            748,132$            623,773$         748,132$       
Buildings and improvements 61,500,322$       60,711,120$       61,500,322$    60,711,120$  
Machinery and equipment 5,091,827$         5,774,148$         5,091,827$      5,774,148$    
Total 70,660,053$      70,677,531$      70,660,053$   70,677,531$  

TotalGovernment Activities

 
Long-term debt.  At the end of the current fiscal year, Farmington Municipal School District 
had total bonded debt outstanding of $41,872,331. The total outstanding debt represents 
general obligation bonds secured solely by specified revenue sources (i.e., property tax 
collections). 
    

 

Governmental
activities

Total Total
FY 2011 FY 2010

General obligation bonds $41,872,331 $33,467,979

Farmington Municipal School District's Outstanding Debt
General Obligation Bonds

 
 
Farmington Municipal School District’s total debt increased by $8,404,351 during the current 
fiscal year.  The district retired $14,305,649 of debt while issuing new debt in the amount of 
$22,710,000. The district issued $5,310,000 in general obligation educational technology 
notes and $4,900,000 in general obligation refunding bonds authorized by the board in 2010. 
The district issued $12,500,000 in general obligation school building bonds authorized by the 
voters in 2010. 
 
Farmington Municipal School District maintains an AA2 bond rating from Moody’s Investor 
Service, Inc. 
 
State statute limits the amount of general obligation debt a governmental entity may issue to 
6% of its total assessed valuation.  The current debt limitation for Farmington Municipal 
School District is $84,749,696, which is significantly in excess of Farmington Municipal 
School District’s outstanding general obligation debt. 
 
More information of Farmington Municipal School District’s debt can be found in note “D” 
of this report on pages 41-43. 
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Economic Factors and Next Year’s Budget 
 
Farmington Municipal School District is located in San Juan County.  San Juan County, like 
the rest of New Mexico and the nation, has experienced a declining economy. Due to the 
economic factors affecting the entire country in 2011-2012 the State of New Mexico and San 
Juan County have seen a rise in unemployment and a slow down of the oil and gas economy.  
The taxes on oil and gas in New Mexico are a vital revenue factor in the state’s budget.  98% 
of Farmington Municipal Schools’ operating revenue comes from the state and the district 
anticipates a reduction in funding allocated for schools in FY 2012.  The board of education 
is being proactive and considering ways to significantly reduce expenditures and increasing 
the district’s cash balance in preparation for reduced revenues. 
 
 
San Juan County’s population continues to increase (14% between 2000 and 2010 census) 
and Farmington Municipal Schools experienced an increase in enrollment for the current 
fiscal year.  The current enrollment is up approximately 80 students mostly in the elementary 
grades. The projections are that the enrollment will remain relatively flat over the next two to 
three years pending the impact of a new charter school that the board recently approved. The 
charter school is under the Farmington Municipal Schools so enrollment may decline if 
students choose to attend the charter school scheduled to open for the 2012-2013 school year. 
 
Farmington Municipal School District receives approximately 98% of its annual operating 
budget from the State of New Mexico through the State Equalization Guaranteed Funding. 
The objectives of the formula are (1) to equalize educational opportunity statewide (by 
crediting certain local and federal support and then distributing state support in an objective 
manner) and (2) to retain local autonomy in actual use of funds by allowing funds to be used 
in local districts at the discretion of local policy making bodies. The basis for the formula is 
in the number of students enrolled. Weighting factors are assigned to students that receive 
special services, i.e., special education and bilingual education services as well as other 
factors based on the training and experience of the teaching staff and the district’s at-risk 
population.  
 
Farmington Municipal School District has appropriated $9,118,856 of its unassigned fund 
balance for spending in the 2012 fiscal year budget. The $9,118,856 budgeted primarily into 
direct classroom instruction to fund additional staff needed to meet the state mandated class 
sizes while accommodating the slight growth in the elementary student population. 
 
Requests for information 
 
This financial report is designed to provide a general overview of Farmington Municipal 
School District’s finances for all those with an interest in the district’s finances.  Questions 
concerning any of the information provided in this report or requests for additional financial 
information should be addressed to the Assistant Superintendent of Finance, 2001 North 
Dustin, Farmington, New Mexico 87401. 































































































































































































































































































































 
FARMINGTON MUNICIPAL SCHOOL DISTRICT NO. 5 

SCHEDULE OF FINDINGS AND 
QUESTIONED COSTS 

Year Ended June 30, 2011 
 
B.  FINDINGS – FINANCIAL STATEMENTS AUDIT 
 
Prior Year Finding Description 
None 
 
 
Current Year Finding Description 
2011-1 – Roll forward amount different from prior year amount (significant deficiency). 
 
Condition 
The investment balance carried forward for Fund 43000 general ledger from June 30, 2010 was 
in error by $540,201.   
 
Criteria 
The beginning balances for the current fiscal year should be equal to the ending balances from 
the prior fiscal year. 
 
Cause 
The District’s computer system does not automatically roll forward balances from the prior fiscal 
year.  The beginning balances are manually entered into the computer system and the incorrect 
amount was entered into the general ledger.  The investment amount was reconciled monthly to 
a manual schedule and not to the general ledger.  The reports used by management included 
the correct amount but the year-end general ledger balance was incorrect. 
 
Effect 
The investment balance for Fund 43000 was incorrect. 
 
Recommendation 
The District should determine if the roll forward of prior year balances can be performed 
automatically through the computer system and if not then a control needs to be put in place to 
have an independent reviewer determine if the proper balances are carried forward.  Also, the 
investment reconciliation process should be change to reconcile the amounts to the general 
ledger and not to a manual schedule. 
 
Management Response 
The District will work with the software vendor to determine if the rollover of balances can be 
done automatically or if the process needs to continue to be done manually. If the process must 
be done manually, the District will have additional reviews completed to ensure the proper 
balances are carried over to the next year. 
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