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Independent Auditor's Report

Mr. Brian S. Col6n
State Auditor of New Mexico
Governing Council of the Rio Gallinas Charter School

Mr. Colén and Members of the Council

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 fund of Rio
Gallinas Charter (Charter), as of and for the year ended June 30, 2019, and the related notes to the
financial statements which collectively comprise the Charter's basic financial statements 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

Our 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 America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about 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 financial statements. The procedures selected depend on the auditor's judgment, 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 auditor 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 opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained 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 Charter as of June 30, 2019, and the respective changes in financial position and
the respective budgetary comparisons for the general fund for the year then ended in accordance with
accounting principles generally accepted in the United States of America.



Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Schedules of
Required Supplementary Information for Pension Plan and Other Post Employment Benefits Plan and
related notes be presented to supplement the basic financial statements. Such information although not a
part of the basic financial statements , is required by the Governmental Accounting Standards Board who
consider it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquires of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries,
the basic financial statements, and other knowledge we obtained during my audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Management has omitted the Management's Discussion and Analysis which is 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 Governmental Accounting Standards Board who considers it to be an
essential part of the 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 Information

Our audit was conducted for the purpose of forming opinions on the Charter's financial statements that
collectively comprise the Charter's basic financial statements. The supplemental information such as the
combining and individual nonmajor fund financial statements and the other schedules required by
2.2.2.NMAC, are presented for the purposes of additional analysis and are not a required part of the basic
financial statements.

The combining and individual fund statements and other schedules required by 2.2.2.NMAC presented as
supplementary information are the responsibility of management and were derived from and relate 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 basic financial statements or to
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 other supplementary
information is fairly stated, 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 October 22,
2019 on our consideration of the Charter's internal control over financial reporting and on our tests of its
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 Charter's internal control over financial reporting
and compliance.

De’Aun Willoughby, CPA, PC

Clovis, New Mexico
October 22, 2019
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State of New Mexico

Rio Gallinas Charter School
Government-Wide Statement of Net Position
June 30, 2019

Assets
Current Assets
Cash and Cash Equivalents
Due from Grantor
Other Receivables
Total Current Assets
Noncurrent Assets
Capital Assets
Less Accumulated Depreciation
Total Noncurrent Assets
Total Assets

Deferred Outflows of Resources

Deferred Outflows Related to Pensions

Actuarial Experience
Changes of Assumptions
Investment Experience
Changes in Proportion

Contributions Subsequent to Measurement Date
Deferred Outflows Related to Other Post Employment Benefits
Contributions Subsequent to Measurement Date
Total Deferred Outflows of Resources

Liabilities
Current Liabilities
Accounts Payable
Payroll Liabilities
Total Current Liabilities
Noncurrent Liabilities
Pension Liability

Other Post Employment Benefits Liability

Total Noncurrent Liabilities
Total Liabilities

Deferred Inflows of Resources
Deferred Inflows Related to Pensions
Actuarial Experience
Changes in Proportion

Deferred Inflows Related to Other Post Employment Benefits

Actuarial Experience
Investment Experience
Changes of Assumptions
Changes in Proportion

Total Deferred Inflows of Resources

Net Position
Invested in Net Capital Assets
Unrestricted
Total Net Position

The notes to the financial statements are an integral part of this statement.

*

Governmental

Activities

230,678
38,406
65,713

334,797

174,094

(166,816)

7,278

342,075

1,350
381,336
4,096
1,131
60,245

8,668

456,826

4,672
16,401

21,073

1,850,291

443,532

2,293,823

2,314,896

35,214
147,039

26,260
5,535
82,805
4,590

301,443

7,278
(1,824,716)

(1,817,438)



State of New Mexico

Rio Gallinas Charter School
Government-Wide Statement of Activities
For the Year Ended June 30, 2019

Program Revenues Net (Expenses)
Operating Capital Revenue and
Charges for Grants and Grants and Changes in
Functions/Programs Expenses Services Contributions  Contributions  Net Position
Governmental Activities
Instruction $ 770,867 0% 127,302 $ 0% (643,565)
Support Services
Students 114,215 10,966 6,870 0 (96,379)
Instruction 3,502 0 0 0 (3,502)
General Administration 194,081 0 0 0 (194,081)
School Administration 39,671 0 0 0 (39,671)
Central Services 81,260 0 0 0 (81,260)
Operation of Plant 112,833 0 37,778 0 (75,055)
Student Transportation 5,083 0 0 0 (5,083)
Other 33 0 0 0 (33)
Food Services Operations 7,153 0 0 0 (7,153)
Total Governmental Activites $ 1,328,698 $ 10,966 $ 171,950 $ 0 (1,145,782)
General Revenues
Federal and State Aid Not Restricted to a
Specific Purpose
General 756,437
Capital 0
Miscellaneous 8,567
Total General Revenues 765,004
Change in Net Position (380,778)
Net Position - Beginning (1,416,955)
Restatement (Note M) (19,705)
Restated Beginning Net Position (1,436,660)
Net Position - Ending $ (1,817,438)

The notes to the financial statements are an integral part of this statement.



State of New Mexico

Rio Gallinas Charter School
Governmental Funds
Balance Sheet

June 30, 2019

Capital
General Projects
Instructional Public School
Operational Materials Capital Outlay
11000 14000 31200
Assets
Cash and Cash Equivalents $ 211,384 $ 0% 0
Receivables
Due From Grantor 0 2,095 9,445
Other Receivables 63,703 0 0
Interfund Balances 35,542 0 0
Total Assets $ 310,629 $ 2,095 $ 9,445
Liabilities
Accounts Payable $ 4,669 $ 0% 0
Payroll Liabilities 11,094 0 0
Interfund Balances 0 148 9,445
Total Liabilities 15,763 148 9,445
Fund Balances
Restricted for
Special Revenue Funds 0 0 0
Unassigned 294,866 1,947 0
Total Fund Balances 294,866 1,947 0
Total Liabilities and Fund Balances $ 310,629 $ 2,095 $ 9,445

The notes to the financial statements are an integral part
of this statement.
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State of New Mexico

Rio Gallinas Charter School
Governmental Funds
Balance Sheet

June 30, 2019

Capital
Projects
Senate Bill Other Total
Nine-State Governmental  Governmental
31700 Funds Funds
Assets
Cash and Cash Equivalents $ 0% 19,294 $ 230,678
Receivables
Due From Grantor 8,186 18,680 38,406
Other Receivables 0 2,010 65,713
Interfund Balances 0 0 35,542
Total Assets $ 8,186 $ 39,984 $ 370,339
Liabilities
Accounts Payable $ 0% 3 s 4,672
Payroll Liabilities 0 5,307 16,401
Interfund Balances 8,186 17,763 35,542
Total Liabilities 8,186 23,073 56,615
Fund Balances
Restricted for
Special Revenue Funds 0 16,911 16,911
Unassigned 0 296,813
Total Fund Balances 0 16,911 313,724
Total Liabilities and Fund Balances $ 8,186 $ 39,984 $ 370,339

The notes to the financial statements are an integral part
of this statement.
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State of New Mexico

Rio Gallinas Charter School

Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net Position
June 30, 2019

Total Fund Balance - Governmental Funds

Amounts reported for governmental activities in the Statement of Net Position

are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported as assets in
governmental funds.
Capital Assets $
Accumulated Depreciation

Deferred Outflows and Inflows Related to Pensions and Other
Post Employment Benefits (OPEB) are the results of differences
in expected and actual actuary experience and the difference in
actuary projected and actual earnings. Also changes in proportion
and differences between contributions and proportionate share of

Deferred Outflows Related to Pensions

Deferred Outflows Related to OPEB

Deferred Inflows Related to Pensions

Deferred Inflows of Related to OPEB

Long-term and certain other liabilities, are not due and payable in
the current period and therefore are not reported as liabilities in
the funds. Long-term liabilities at year end consist of :

Pension Liability

Other Post Employment Benefits Liability

Total Net Position - Governmental Activities

The notes to the financial statements are an integral part of this statement.
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313,724
174,094
(166,816) 7,278
448,158
8,668
(182,253)
(119,190) 155,383
(1,850,291)
(443,532) (2,293,823)
(1,817,438)



State of New Mexico

Rio Gallinas Charter School

Governmental Funds

Statement of Revenues, Expenditures and Changes
in Fund Balance

For the Year Ended June 30, 2019

Revenues

Fees $

State and Local Grants
Federal Grants
Miscellaneous

Total Revenues

Expenditures
Current

Instruction

Support Services
Students
Instruction
General Administration
School Administration
Central Services
Operation of Plant
Student Transportation
Other Support Services

Food Service Operations
Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Fund Balances at Beginning of Year
Restatement
Restated Beginning Fund Balance

Fund Balance End of Year $

The notes to the financial statements are an integral
part of this statement.
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Capital

General Projects
Instructional Public School
Operational Materials Capital Outlay

11000 14000 31200
0% 0% 0
756,437 2,442 37,778
0 0 0
8,567 0 0
765,004 2,442 37,778
330,784 4,489 0
64,359 0 0
3,502 0 0
113,178 0 0
25,030 0 0
81,260 0 0
65,097 0 37,778
3,869 0 0
33 0 0
3,835 0 0
690,947 4,489 37,778
74,057 (2,047) 0
240,514 3,994 0
(19,705) 0 0
220,809 3,994 0
294,866 $ 1,947 $ 0




State of New Mexico

Rio Gallinas Charter School

Governmental Funds

Statement of Revenues, Expenditures and Changes
in Fund Balance

For the Year Ended June 30, 2019

Revenues

Fees $

State and Local Grants
Federal Grants
Miscellaneous

Total Revenues

Expenditures
Current

Instruction

Support Services
Students
Instruction
General Administration
School Administration
Central Services
Operation of Plant
Student Transportation
Other Support Services

Food Service Operations
Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

Fund Balances at Beginning of Year
Restatement
Restated Beginning Fund Balance

Fund Balance End of Year $

The notes to the financial statements are an integral
part of this statement.
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Capital
Projects
Senate Bill Other Total
Nine-State Governmental Governmental
31700 Funds Funds
0$% 10,966 $ 10,966
8,186 35,969 840,812
0 87,575 87,575
0 0 8,567
8,186 134,510 947,920
8,186 116,731 460,190
0 17,568 81,927
0 0 3,502
0 55 113,233
0 0 25,030
0 0 81,260
0 0 102,875
0 0 3,869
0 0 33
0 77 3,912
8,186 134,431 875,831
0 79 72,089
0 16,832 261,340
0 0 (19,705)
0 16,832 241,635
0% 16,911 $ 313,724




State of New Mexico

Rio Gallinas Charter School

Reconciliation of the Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balance
To the Statement of Activities

June 30, 2019

Excess (Deficiency) of Revenues Over Expenditures

Amounts 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 Position and
allocated over their estimated useful lives as annual depreciation
expenses in the Statement of Activities.

Depreciation expense

Capital Outlays

Pension and Other Post Employment Benefits (OPEB) contributions
are reported as expenses in the government funds but are deferred
outflows in the Statement of Net Position. Pension and OPEB expense
is reported in the Statement of Activities but not in the governmental
funds.

Pension Contributions

Other Post Employment Benefits Contributions

Pension Expense

Other Post Employment Benefits Expenses

Changes in Net Position of Governmental Activities

The notes to the financial statements are an integral part of this statement.
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$ 72,089
(2,131)

0 (2,131)
60,245
8,668
(521,215)

1,566 (450,736)

$ (380,778)



State of New Mexico

Rio Gallinas Charter School

General Fund-Operational-11000

Statement of Revenues, Expenditures, and Changes in Cash Balance -
Budget and Actual (Budgetary Basis)

For the Year Ended June 30, 2019

Variance
with Final
Actual Budget-
Budgeted Amounts (Budgetary Favorable
Original Final Basis) (Unfavorable)
Revenues
State Grant $ 750,734 $ 756,437 $ 777,126 $ 20,689
Miscellaneous 0 0 8,567 8,567
Total Revenues 750,734 756,437 785,693 29,256
Expenditures
Instruction
Personnel Services 268,506 274,089 218,262 55,827
Employee Benefits 105,779 105,779 110,756 (4,977)
Professional & Tech Services 1,250 1,250 448 802
Purchased Property Services 4,235 4,235 4,084 151
Other Purchased Services 11,225 11,225 13,089 (1,864)
Supplies 8,500 8,500 8,962 (462)
Fixed Assets 170,353 193,015 0 193,015
Total Instruction 569,848 598,093 355,601 242,492
Support Services
Students
Personnel Services 30,550 30,550 26,439 4,111
Employee Benefits 12,571 12,571 9,441 3,130
Professional & Tech Services 32,060 32,060 27,160 4,900
Other Purchased Services 250 250 1,319 (1,069)
Supplies 250 250 0 250
Total Students 75,681 75,681 64,359 11,322
Instruction
Supplies 2,000 5,503 3,502 2,001
Total Instruction 2,000 5,503 3,502 2,001
General Administration
Personnel Services 81,975 81,975 79,000 2,975
Employee Benefits 25,645 25,645 24,134 1,511
Professional & Tech Services 10,420 10,420 8,539 1,881
Other Purchased Services 2,700 2,700 1,506 1,194
Total General Administration 120,740 120,740 113,179 7,561
School Administration
Personnel Services 14,000 14,000 14,306 (306)
Employee Benefits 6,255 6,255 5,703 552
Professional & Tech Services 5,500 5,500 2,519 2,981
Other Purchased Services 1,000 1,000 1,730 (730)
Supplies 1,500 1,500 383 1,117
Supply Assets 0 0 389 (389)
Total School Administration $ 28,255 $ 28,255 $ 25,030 $ 3,225

16



State of New Mexico

Rio Gallinas Charter School

General Fund-Operational-11000

Statement of Revenues, Expenditures, and Changes in Cash Balance -
Budget and Actual (Budgetary Basis)

For the Year Ended June 30, 2019

Variance
with Final
Actual Budget-
Budgeted Amounts (Budgetary Favorable
Original Final Basis) (Unfavorable)
Central Services
Professional & Tech Services $ 62,094 $ 67,229 $ 61,013 $ 6,216
Supplies 16,400 19,051 18,577 474
Total Central Services 78,494 86,280 79,590 6,690
Operation of Plant
Personnel Services 9,135 9,135 9,731 (596)
Employee Benefits 2,377 2,377 2,466 (89)
Professional & Tech Services 44,542 44,542 38,676 5,866
Other Purchased Services 7,976 7,976 9,519 (1,543)
Supplies 2,000 2,000 1,839 161
Total Operation of Plant 66,030 66,030 62,231 3,799
Student Transportation
Personnel Services 2,470 4,420 1,187 3,233
Employee Benefits 673 793 131 662
Professional & Tech Services 0 0 0 0
Purchased Property Services 5,000 5,000 820 4,180
Other Purchased Services 1,559 1,631 1,631 0
Supplies 0 0 100 (100)
Total Student Transportation 9,702 11,844 3,869 7,975
Other Support Service
Other Support Services 200 200 33 167
Total Other Support Service 200 200 33 167
Total Support Services 381,102 394,533 351,793 42,740
Food Service
Personnel Services 3,500 3,500 3,104 396
Employee Benefits 825 825 731 94
Total Food Service 4,325 4,325 3,835 490
Total Expenditures $ 955,275 $ 996,951 $ 711,229 $ 285,722
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State of New Mexico

Rio Gallinas Charter School

General Fund-Operational-11000

Statement of Revenues, Expenditures, and Changes in Cash Balance -
Budget and Actual (Budgetary Basis)

For the Year Ended June 30, 2019

Variance

with Final

Actual Budget-

Budgeted Amounts (Budgetary Favorable
Original Final Basis) (Unfavorable)

Excess (Deficiency) of Revenues

Over Expenditures $ (204,541) $ (240,514) $ 74,464 $ 314,978
Cash Balance Beginning of Year 172,462 172,462 172,462 0
Cash Balance End of Year $ (32,079) $ (68,052) $ 246,926 $ 314,978

Reconciliation of Budgetary Basis to GAAP Basis

Excess (Deficiency) of Revenues Over Expenditures $ 74,464
Net Change in Other Receivables (20,687)
Net Change in Accounts Payable (4,669)
Net Change in Payroll Liabilities 24,949

Excess (Deficiency) of Revenues Over Expenditures-GAAP Basis $ 74,057

The notes to the financial statements are an integral part of this statement.
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State of New Mexico

Rio Gallinas Charter School

General Fund-Instructional Materials-14000

Statement of Revenues, Expenditures, and Changes in Cash Balance -
Budget and Actual (Budgetary Basis)

For the Year Ended June 30, 2019

Variance
with Final
Actual Budget-
Budgeted Amounts (Budgetary Favorable
Original Final Basis) (Unfavorable)
Revenues
State Grant $ 3,224 $ 3,224 $ 2,442 $ (782)
Total Revenues 3,224 3,224 2,442 (782)
Expenditures
Instruction
Supplies 4,489 5,122 4,489 633
Total Instruction 4,489 5,122 4,489 633
Total Expenditures 4,489 5,122 4,489 633
Excess (Deficiency) of Revenues
Over Expenditures (1,265) (1,898) (2,047) (149)
Cash Balance Beginning of Year 1,899 1,899 1,899 0
Cash Balance End of Year $ 634 $ 13 (148) $ (149)
Reconciliation of Budgetary Basis to GAAP Basis
Excess (Deficiency) of Revenues Over Expenditures $ (2,047)
Net Change in Due from Grantor 0
Excess (Deficiency) of Revenues Over Expenditures-GAAP Basis $ (2,047)

The notes to the financial statements are an integral part of this statement.
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State of New Mexico

Rio Gallinas Charter School

Statement of Fiduciary Assets and Liabilities-Agency Funds
June 30, 2019

Agency
Funds
Assets
Cash and Cash Equivalents $ 4,113
Total Assets $ 4,113
Liabilities
Deposits Held for Others $ 4,113
Total Liabilities $ 4,113

The notes to the financial statements are an integral part of this statement.
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State of New Mexico

Rio Gallinas Charter School
Notes to the Financial Statements
June 30, 2019

Summary of Significant Accounting Policies

The financial statements of the Rio Gallinas Charter School (Charter), a component unit of West Las
Vegas Schools, have been prepared in conformity with accounting principles generally accepted in the
United States of America (GAAP) as applied to government units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The more significant of the Charter's accounting policies
are described below.

Financial Reporting Entity

The Charter has been in existence since 2000, and is currently operating under the provisions of the
Public School Charter Code, Chapter 22, of the New Mexico Statutes Annotated, 1978 Compilation. The
Charter operates with a local board of education - superintendent form of government and provides a
supervised program of instruction designed to educate students at the elementary and secondary level.

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 Charter is considered a component unit, since it's budget is approved by West Las Vegas School
elected officials. GASB Statement No. 14 defines a component unit as one who is not fiscally
independent meaning the Charter may not, without the approval or consent of another governmental
entity, determine or modify its own budget, levy its own taxes or set rates or charges and issue bonded
debt.

The Charter has no component units, defined by GASB Statement No. 14 as other legally separate
organizations for which the elected Charter members are financially accountable. There are no other
primary governments with which the School Board Members are financially accountable. There are no
other primary governments with which the Charter has a significant relationship.

The accounts of the Charter are organized and operated on the basis of funds. A 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 in 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 Charter are classified into two categories: governmental and fiduciary. In turn, each
category is divided into separate fund types. The fund classification and a description of each existing
fund type follows below:

Governmental Funds

Governmental funds are used to account for the Charter's general government activities, including the
collection and disbursement of specific or legally restricted monies, the acquisition or construction of
capital assets and the servicing of general long-term debt.

General Fund - The General Fund is the general operating fund of the Charter and accounts for all
revenues and expenditures of the Charter not encompassed within other funds.

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

Capital Projects Fund - The Capital Projects Fund is used to account for all resources for the acquisition
of capital facilities by the Charter.
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State of New Mexico

Rio Gallinas Charter School
Notes to the Financial Statements
June 30, 2019

Fiduciary Fund Type

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 Charter.

The Student Activity Fund, an agency fund, accounts for assets held by the Charter as an agent for the
Charter organizations. These organizations exist with the explicit approval of and are subject to
revocation by the Charter's Board of Education. This accounting reflects the Charter's agency
relationship with the student activity organizations.

Major Funds
The Charter reports the following major governmental funds:

General Fund (11000)(14000) The General Fund consist of two sub funds. The first is the Operational
Fund of the Charter and accounts for all revenues and expenditures of the Charter not encompassed
within other funds. The Instructional Materials Fund accounts for a state grant to provide text books for
students in the Charter.

Major Capital Projects Funds
Public School Capital Outlay (31200). To account for a grant received

Senate Bill Nine (31700). The revenues are derived from a state grant. Expenditures are restricted to
capital improvements, repairs and maintenance, supplies and supply assets used in the upkeep of the
facilities.

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 Assets and Liabilities at the fund financial statement level.

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

Program Revenues

Program revenues included in the Statement of Activities derive directly from the program itself or
from parties outside the Charter's taxpayers or citizenry, as a whole; program revenues reduce the
cost of the function to be financed from the Charter's general revenues. Program revenues
include: 1) charges for services to students or applicants who purchase, use or directly benefit
from the goods or services provided by the given function 2) program-specific operating grants and
contributions, Transportation, Food Service, Special Revenue Funds such as special education as
well as others., and 3) program specific capital grants and contributions.
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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 collectible within the
current period or soon enough thereafter to pay liabilities of the current period. The government
considers all revenues available if they are collected within 30 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 judgments 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 Charter-wide
financial statements.

Revenues

Grants. Government mandated nonexchange transaction and voluntary nonexchange
transactions. Recipients should recognize revenues in the period when all applicable eligibility
requirements have been met and the resources are available.

Revenue Recognition for Grants.
Eligibility requirements for government-mandated and voluntary nonexchange transaction
comprise one or more of the following:

1. Required characteristics of recipients. The recipient has the characteristics specified by the
provider (are required to be school charters).

2. Time requirements. Time requirements specified be enabling legislation or the provider have
been met (period when the resources are required to be used).

3. Reimbursements. The provider offers resources on a reimbursement (“expenditure-driven")
basis and the recipient has incurred allowable costs under the applicable program.

4. Contingencies. The providers offer of resources is contingent upon a specified action of the
recipient and that action has occurred (the recipient has raised the matching funds).

Entitlement 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 requirements have been met and the
susceptible to accrual criteria have been met.

Other receipts become measurable and available when cash is received by the Charter 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 are not accrued. Salaries for the twelve month employees payroll are
accrued.
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Other Financing Sources (Uses)

Transfers between funds that are not expected to be repaid (or any other types, such as capital
lease transactions, sale of fixed assets, debt extinguishments, long-term debt proceeds, etc.) are
accounted for as other financing sources (uses). These other financing sources (uses) are
recognized at the time the underlying events occur.

Basis of Budgeting

Formal budgetary integration is employed as a management control device during the year.

Budgets for the General, Special Revenue, Debt Service and Capital Projects Funds are adopted on a
basis inconsistent with generally accepted accounting principles (GAAP). These budgets are prepared
using the cash basis of accounting. Budgetary comparisons for the various funds in this report are on
the non-GAAP budgetary basis.

The Charter follows the following procedures in establishing data reflected in the financial statements:

1.

Prior to April 15, (unless a later date is fixed by the Secretary of Education) the local school board
submits to the School Budget and Finance Analysis Unit (SBFAU) of the New Mexico Public
Education Department an estimated budget for the Charter for the ensuing fiscal year beginning
July 1. The operating budget includes proposed expenditures and the means of financing them.
All budgets submitted to the New Mexico Public Education Department (PED) by the Charter shall
contain headings and details as prescribed by law.

. Prior to June 20, of each year, the proposed "operating" budget will be reviewed and approved by

the SBFAU and certified and approved by the local school board at the public hearing of which
notice has been published by the local school board which fixed the estimated budget for the
Charter for the ensuing fiscal year.

. The "operating" budget will be used by the Charter until they have been notified that the budget

has been approved by the SBFAU and the local school board. The budget shall be integrated
formally in to the accounting system. Encumbrances shall be used as an element for control and
shall be integrated into the budget system.

. The Charter shall make corrections, revisions and amendments to the estimated budgets fixed by

the local school board to recognize actual cash balances and carryover funds, if any. These
adjustments shall be reviewed and approved by the SBFAU.

- No school board or officer or employee of the Charter shall make any expenditures or incur any

obligation for the expenditures of public funds unless such expenditure or contractual obligation is
made in accordance with an operating budget approved by the division. But this does not prohibit
the transfer of funds between line items within a series of a budget.

. Budget change requests are processed in accordance with Supplement | (Budget Preparation and

Maintenance) of the Manual of Procedures Public School Accounting and Budgeting. Such
changes are initiated by the Charter and approved by the SBFAU.

. Legal budget control for expenditures is by function.
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8. Appropriations lapse at fiscal year end. Funds unused during the fiscal year may be carried over
into the next fiscal year by budgeting those in the subsequent fiscal year's budget. The budget of
the Charter has been amended during the current fiscal year in accordance with these procedures.
The budget schedules included in the accompanying financial statements reflect the approved
budget and amendments thereto.

Budget comparison schedules are no longer required for non-major funds and are not included.
Cash and Cash Equivalents

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

Investments
All money not immediately necessary for the public uses of the Charter may be invested in :

(&) bonds or negotiable securities of the United States, the state or any county, municipality or
school Charter which has a taxable valuation of real property for the last preceding year of at least
one million dollars (1,000,000) and has not defaulted in the payment of any interest or sinking fund
obligation or failed to meet any bonds at maturity at any time within five years last preceding; or

(b) securities that are issued by the United States government or by its agencies or
instrumentalities and that are either direct obligations of the United States or are backed by the full
faith and credit of the United States government or agencies guaranteed by the United States
government.

(c) in contracts with banks, savings and loan associations or credit unions for the present
purchase and resale at a specified time in the future of specific securities at specified prices at a
price differential representing the interest income to be earned by the investor. The contract shall
be shown on the books of the financial institution as being the property of the investor and the
designation shall be contemporaneous with the investment. The contract shall be fully secured by
obligations of the United States having a market value of at least one hundred two percent of the
contract. The collateral required for investment in the contracts provided for in this subsection
shall be shown on the books of the financial institution as being the property of the investor and the
designation shall be contemporaneous with investment.

Receivables and Payables

Receivables include property taxes, interfund loans that are expected to be paid back and amount due
from state government agencies related to various grant agreements. Payables represent routine
monthly bills for services rendered and products purchased and accrued salaries and benefits.

Elimination and Reclassifications of Certain Receivables and Payables

In the process of aggregating data for the Statement of Net Position and the Statement of Activities,
some amounts reported as interfund activity and balances in the funds were eliminated or reclassified.
Interfund receivables and payables were eliminated to minimize the "grossing up" effect on assets and
liabilities within the governmental activities column.
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Inventories and Prepaid Items

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) commaodities. 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. Certain
payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
items in both Charter-wide and fund financial statements.

Capital Assets
Capital assets are recorded at historical costs and depreciated over their estimated useful lives (with no

salvage value). Capital assets are defined by the Charter as assets with an initial individ