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

INDEPENDCENT AUDITCR®S REPORT

Mr. Tim Kellar
New Mexico State Auditor
and
Board of ERducation
Regerve Independent S8chool District
Reserve, New Mexico

Report on Financial Statements

We have audited the acccmpanying financial statements of the governmental
activities, each major .fund, and the aggregate remaining fund information, and
the budgetary comparisons for the General, Title I and PLS4-142 Entitlement
Funds of the Reserve Independent School Dietrict, as of and for the year ended
June 30, 2015, and the related notes to the €finan¢ial statementa which
¢ollectively comprise the Reserve Independent School District’s basic financial
statements as listed in the table of contents. We also hawve audited the
financial statements of each of the Reserve Independent School District non-
major goveramental and fiduciary funds and the budgetary camparigsons for the
Major Capital Project and Debt Service Funds and all non-major funds presented
as supplementary information, as defined by the Government Accounting Standards
Board, in the accompanying combining and individual fund financial statements
a8 of and foxr the year ended June 30, 2015 as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is reeponsible for the preparation and E£air 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 internmal centrcl relevant to the preparation and fair
presentation of financial statements that are free from material migstatements,
whether dve to fraud or error.

Auditor‘s Responsibility

Our responsibility ig to express opinions on these financial statements baased
on our audit. We conducted our audit in accordance with auditing standaxde
genierally accepted in the United States of Rmerica and the standards applicable
to financial audits c¢ontained in Government Auvditing Standards, igssued by the
Comptroller General of the United-States. Thoee standarde require that we plan
and perform the audit to obtain reascnable assurance about whether the financial
gtatements are free of material migstatement.

BAn audit involves performing procedures to obtain audit evidence about the
amounts and dieclosures in the financial statements. The procedures selected
depend on the auditor‘s judament, 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 auditox congiders internal control
relevant to the entity’s preparation and fair presentation of the Einaacial
statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expreasing an opinion on the
effectiveness of the entity’e internal control. Accordingly, we express no such
epinion. An audit algo includes evaluating the appropriateness of accounting
policies used and the reascnableness of significant accounting estimatee made
by management, as well as evaluating the overall presentation of the financial
etatements.



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
Reserve Independent School District, as of June 30, 2015, and the respective
changes in financial position and where applicable, cash flows thexeof, and the
respective budgetary comparisons for the General, Title I and PL 94-142
Entitlement Funds for the year then ended in accordance with acecounting
principles generally accepted in the United States of America. In addition, in
our opinicn, the financial statewments referred to above present fairly, in all
material respects, the respective financial position of each nomr-major
governmental and fiduciary funds of the Reserve Independent School Diatrict, as
of June 30, 2015, and the respective changes in financial pasition and cash
flows, where applicable, thereof and the respective budgetary camparisonas for
the Major Capital Project and Debt Service Funds and the non-major governmental
funds for the year then ended in accordance with accounting principles senerally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Management has omitted the MD&A which is required to be presented to supplement
the gaaic financial atatements. Such missing infcrmation, although not a part
of the basic¢ financial statements is required by GASE who censiders it to be an
essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or hiastorical context. Our opinion on
the basic financial statements is not affected by this missing information.

Accounting principles generally accepted in the United States of America require
the Schedules I and II and the nctes to the Required Supplementary Information
be presented to supplement the basic financial statements. Such information,
although nct a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information 1in
acceordance with auditing standarde generally accepted in the United States of
America, which consisted of inguires 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 statementsa, and
other knowledge obtained during our 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
ocpinion or previde any assurance,

Qther Information

Our audit was conducted for the purpose of forming opinions_omn the Reserve
Independent Schocl District fimancial statements, the combining and the
individual fund financial statements, and the budgetary comparisons. The
Schedule of Expenditures of Federal Awards as required by the Office of
Management and Budget Circular A-133, Rudits of States, Local Governments, and
Non-Profit Organizations and Supporting Sc¢hedule III regquired by Section 2.2.2
NMAC are presented for purposes of additional analysis and are not a reguired
part of the basic financial statements,

The budgetary comparisons Eor the Major Capital Project and Debt Service Funds
and non-major governmental funds, the Schedule of Cash Receipta and
Distursements - All Funds by School District Claseification and Schedule of
Expenditures of Federal Awarde are the responsibility of management and were
derived from and relateg directly to the underlying accounting and other records

used tocPrepare the basic financial statement&. Such infoxmation has been
subiected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and

reconciling such information directly te the underlying accounting and other
records used tc prepare the basis financial statements or to the basic financial
statements themgelves, and other additional procedures in acccrdance with the
auditing standards generally accepted in the Untied States of America. In our
opirion, the budgetary comparisons for the Majer Capital Precject and Debt
Service Funds and the non-major governmental funds, the Schedule of Cash
Receipts and Disbursements - All Funds by School Digtrict Classification fairly
states, %n all material reapects, in relation to the basic financial atatements
as a whole.



Schedule IV, the Schedule of Vendor Information, has not been subjected to the
auditing grocedures applied in the audit of the basic financial statements, and
accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued ouy repert
dated November 4, 2015 on our consideration of the Reserve Independent School
District 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 ig to describe the
scope of our testing of intermal control over financial reporting and compliance
and the results of that testing and nct to provide an cpinion on the internmal
control over financial reporting oxr on compliance. That report is an integral
part of an andit performed in accordance with Government Auditing Standards in
congidering the Reserve Independent School Disgtrxict intermal control over
financial reporting and compliance.

\ D>t E b By E

Albuguerque, New Mexico
November 4, 2015
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STATE OF BEN MEXICO
RESERVE INOEPENDINT SCHOOLS
Gtatament of Net Positien
June 36, 2015

Statement 1
Page 1 of 2

Governaertal
Activitieg
RESETS
Curxrent asscts
Caeh § 2,928,564
Accounts recelvable 3,512
Due from grantor 136,286
Inventory 252110
Total current aLsets 3,070,573
Non-current asEets
Land {non-depreciable) 71.676
Captial amsete {depreciable) 7,282,252
Less accumulated depreciation (4,856,585}
Total nen-current assets 2,487,343
Total aasats 5,567,216
Deferrad outfilowa of resources
Change in proportion
Employer conkributions subsegquent to the measurement date 216.363
Total deferred outflows cf rescurcee - 216,262
Total aesats and dafezrred cutflows of rTesduzces $ 5,784,279
e

The acconmganying notes axe an integral part ©f these firancial statements.



STATE OF NEW MEXICO
RR3S8RVE INDRPEXNDBNT SCHBOOLS
Statenent of Net fowikion

June 30, 2015

LTABILITIES
Currenk liabllities

Acceunts payable
8ecurity depo=mit payablwe
Current portion of long-term lizbilitiee

Total current liabilities

Long-texm obligations:
Net pensicn liabilitcy
Compensated abaences
Nan-current pertion of long-term liabilities

Total long-term liabilitiea
Totzl liabilities
Deferred inflowd of zesources

Actuvarial experience
Investinent experience

Change in proportian

Total deferred inflows of regoirces

WBT POBITION
Net inveetmunt in capital ageets
Restricted fox:
Cafcteria fund (inventoxy?
Capital outlay
Debt gervice
8pecial grants
Unreatxicted

Total net poBiticn

Total liebilities, deferzed inflows of rasocurces

and nat positica

Statement 1
Page 2 of 2

1,250
155,900

156,250

2,990,937
13,902

5,279,838

5,436,088

44,554
271,886
12,122

__ 228,582

252,243

2,211
2,147,320
174,431
74,051
(2,630, 723]

18,629

5,784,279

The accompanying noteg are an integral part of these financial atatemente.



Funcriong/Precgrams

BXPENSRS:

Coveramental activities:
Direct instruction
Instructicnal support
Food services

Depzeciation - unallecated
Intexest - unallccated

Total goveranmental activities

General revenues:
Taxes

Propexty Laxes,
levied fcor general purpopes
Property taxes,
levied for capital projects
Property taxes,
levied for dabt service

Feéderal and State aid not

reatricted to epecific purpose

Genseyal - SBd
Rorest Reserve

[nterest and investment earnings

Sub-total, general revenues
Change in net position
et poeitien heginning of year
Restakement

Net pogition

¥et positior - &ud of ysar

STATE OF NBY MEXICO
RBSBRVE INDEPENDENT SCHEOLS
Staterment af Activities
Year Ended June 30, 2015

Prugram Revenues

Operating
Grants and

Capital
Granta and
ContributionsContributions

Charges for

Expensee Services

Statement 2

Net
{Expenaes)

Revenue and

Changes

Net Aggets

§1.608,161 &
1,336,179
123,812
227,600

37,305 - =

7.768 S
15,253
6,964

3jeg,s83 $ 621,914
274,683 i
$7.616

e —— _

3.333.057 31,005 700.882 621,914

$

{609,8%6)
(1,045,243}
(59,212)
(227,600}

(37,385)

(1,979,256)

beginming of year o

reatated

The azcoepanying notes are an integral part of these fimancial statements,

20,608

84,741

213,801

2,451,710

4B%5,5°91
1.985

3.293,&2&

1,319,180

1.817,093

(3,118, 645)

{1,299,552)

¢

19,8248



NRSSRTI

Cash on demposit
agcourte recejvable
Inventory, at cost
Due from grantor

pue from other funda

Total aRseta

LIABILITIBS
Cash overdxaft
Rental deposits
Accounts pavable
tue to othexr fundam

Totel liabilities

FUND BALANCEB
Nonependable
Restricted
Comaitted
Assigned
Unaasigncd

The accompanying aotee are an integra) part af thepe £inanciul statements.

Tatal fund balance

Total liabilites and
fund balance

STATE OF MEW MEXICO
RESERVE INDRPENDEN'
Balance Sheet - All Governmental funde

GCHOOLS

Statement 3

Junie 30, 201S
Capital
PL94-142 Bond Improvements Debt other
Genezral Title Y Bnt:itlement Building SB-9 Service Governnmentsl Total

4 610,0a8 $ - $ - $ 2,005,042 $§ 141 ,28% $ 172,185 $ - § 2,928,564
2177 - - g 3/ 2,24¢ = 1,512
.l = = = - 2,211 2,211
- 87,477 20,811 - - 27,998 136,288
146,908 - - - - - - 146,508
y 757,233 $ 87.477 ¢ 20,811 8 2,005,042 S 142,278 $ 174,421 ] 30,209 $ 3,217,431

-3 $ v $ = $ $ $ $ » $
1,250 - = - - = 1,259
- 87,477 20,811 - - ... 38,620 146,908
1,250 87,477 20,811 = - - - 38,620 143,153
. ” - - 2,211 2:23
84,673 ~ - 2,065,042 142,378 174,431 {10,622) 2,395,302
671,310 - = - - 671,310
75%, 983 - = 2.005,082 142.278 174,431 (8,411) 1,969,323
§ 757.233 g 87,477 8 20,811 s 2,005,0&2 $ 142,278 $ 174,431 3 30,209 $ 3,217,481




3TATE OF NER MEXIC@ Statement 4
RESEBERYE INDEPENDENT SCHOOLS
Regoneiliation of the Balance Sheet - Governmental Punds
to the Statement of Net Position
June 39, 2018

Amounte reported for governmental activitieg in the
atatement of net asseta are different because:

Total fund balances - governmental funde $ 3,069,322

Capital a#sete® used in governmental activities are
not financial resources and therefore are not
reported as assets in governwental funds

The cost of capital assets 7,353,828
Accumulated depreciation {4,856,585)

2,497,343
Deferred outflowe and inflows or resources related

to penpiong are applic¢able to furure periods and
therefore, are not reported in the funds

Deferred outflows of resources related to
emplover contributions sukbseguent to the

meaguremnent datre 218,363

Deferred inflows of resources related to

actuarial expeience {44,584)
Deferred inflowe or resour<es related to

invegtment experience {271,188)
Peferred inflows of resources related to changes

in proportion {12,122}

Long-term and certain other liabilities, including
bords payableand net pension liabilivy, are not

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

Net pension liability {2,990,937)
Bondg Payable (2,300,000)
Compensated abeences payable {43,202)
Total net position - governmental funds $ 19,629

—————

Tae accenpanying notes are an integral part of these financial statements.



REVENTLES
Taxes
Charges foc asrvicesx
Icca) senxces
State acuvces
radera: sources

Esrcinga from inveatmwentis

Tots] revenuss

KXCPNBITURRS

Corrent :
Cirect inatxuction
Instructional suppert
Faod services

capital cutlay

Debt serivce
Bonda
Interasc

Total expenditures

Net change in fund belances

Fuad balance beginning of year

Fund balance ead ef year

~he sccompanying actcs ore ag integral part of those £imancial etaterenta.

STATE OF NEW NEXIQO
REIERVE INPEPENTYQNT OCQHOOLS

8tatemant of Revenues, Bxpenditurms and Changes in

Fund Balances -

Al} Governmental Funda
Year BEnded June 39, 2035

Steztement: 5

capltal
BL 356-142 Band In@rovemantea Debt Other

General Title I Entitlcmcnt Buildineg SB-9% Service Governmental Tot)
20,608 $ - = $ - 3 84, 721 $ 233,801 $ - 119,150
16,662 - - : 14,343 31,005
106,294 - ~ - - 2,000 108,294
2,717,293 - - 845,493 2,802,786
485,591 136,158 52,947 = - - 22,207 767,103
247 = = %, 813 - ] ST\ 6 1,985
3,346,605 136,358 52,947 1,613 ) 84,809 212,852 154. 849 4,030,323
1,345,672 101,136 39,295 - 121,479 1,607,782
1,269,228 35,222 13,652 6,417 2,116 9,542 1,336,179
39,270 - - - 84,542 123,812
132,916 - 333,7as . - 466,695
z : P - - 37,305 - 37,308
2,787,201 136,358 52,947 333,74S 6,317 _ 19,421 215,554 3,571,713
§69,414 - (332,172] 78,392 174,431 (21, 513) 458, 55¢
196,569 - 3,337,214 63.BAEE . 12,104 2,610, 773
755,983 3 - - § 2,005.042 5 142,278 $ 174,631 $ (8,411} 3,069,323




STAIE OF NBW HEXICO Scatement 6
RESFRVEB INDEPENBENT SCHOOLS
Recorciliation of the Statement of Revenues, Bxpenditureg
and {“anges in Fund Balances - Governmental ¥unds
to the Statement ¢f Activitiee
For the Year Baded June 3o, 2015

Total net change in funé balances - govermaental funds 9 458,550

Amounte reported for governmental adtivities in the
Statemsnt of Activities are different cecauso:

Capital outlays to vuychase or build capital

aseets are reported in govezamental funie ase
expendituyes. #owever, for geveramental

activities thoee costs are shown in the statement

of net ggsgete and allocated over rheir estimated
ueeful livecs a9 annual depreciation expenees in the
statement of activities. This is the amount by which
capital outlays exceeds depreciation in the period

Capltal outlays 1,098,608
bepreciation expenge _ . _f227,6080)
Bxccus of depreciation expense over cagital outlay 8461, 0c¢8

In the Statenment of Activities, certain operating
expecnses are measured by the amcunts ivourred
during the year. 1Im the fund financial stCatewente,
however, expenditures are measuread by the smount

of finaacisl remcurces uaed {essentially the amounts
actually paid). The (increases} decreases in the
liabilities for the year were:

Corpeneated ahaencea payable . fr3.887)

Governmental funds report School diatrict peusion

coatributicos as expenditures. However {n the Statement

of Activities, the cost ¢f pension benefite earned net of employee
ccntributions i3 xeported as peneien <xPense

Pension contributicna 216,383
Peneion sxpecuse {2C2,854)

The issuanee of leng-term debt (e.g. bonds) provides
curxent financial resourcegR 1o government funds
while the repayment of the principal of long-term debt

congumee the current financial resources cf governmental
funda

Proceeds of bhend iesue
Repayment of long-term debt e

Change in net pogition of governmental activities $ 1,319,130

The accowpanying netes are an integral part ef theee financial statements.

1eé



STATE OF NRBW MEXICO

RESERVE INDEPENDENT SCHOOLS

Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)

General Fund

REVENUES
Taxeg
Charges for services
Local sources
State sources
FPederal sources
Earnings from investments

Total revenues

EXPENDITURES

Direct instruction
Inatractiocnal support
Foad services

Capital cutlay

Total expenditures

BUDGETED CASH BALANCE

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

Year Ended June 30, 2015

Statement 7

11

Variance

Original Rinal Favorable
Budget Budget Actual (Unfavorable)
20.571 20.571 S 20,790 $ 219
10,608 10,600 16,662 8,062
* 89,019 106,294 17,275
2,644,376 2,717,343 2,717,293 (50)
- 22,197 485,591 463,394
3ac 300 221 (79)
2,671,847 2,860,030 § 3,346,851 § 486,821
1,414,397 1,385,032 $ 1,345,872 $ 39,160
1,298,585 1,486,906 1,286,454 200,452
33,980 40,98¢ 39,270 1,71e
45,310 136,214 115,685 20,525
2,792,672 3,049,132 $ 2,787,281 $ 261,851

120,825 183,102



REVENUES
Federal seurcesy

Total revenues
EXPENBITURES
Direct instruction

Instructional Support

Total expenditurxes

RESERVE

STATE @F NEW MEXIC®

INDEPENDENT SCHOOLS
Statement of Revenues and Expenditures

Budget and Actual {(Non-GAAP Budgetary Baeia)

Title I

Year Ended June 30, 2015

Statement 8

Variance

Original Final Favorable
Budget Budget Actual {Unfavorable)
134,041 $ 180,102 12%,486 $ (54,€16)
134,041 $ 180,102 125,486 $ (54.616)
94,147 s 140,208 101,136 S 39,072
33,834 39,894 35,222 4,672
134,041 S 180,102 136,358 [ 43,744

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

12



Statement 9

STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOOLS
Statement of Revenues and Expenditures
Budget and Actual (Non-GBAP Budgetary Basis)
PL %4-142 FEntitlement
Year Ended June 30, 2015

Variance
Original Final Favorable
Budeet Budget Actual {Unfavorable)
REVENUES
Federal sources S 44,980 $ 53,343 $ 51,212 S 2,131
Total revenues $ 44,980 S 53,343 $ 51,212 S 2,131
RXPENDITURES
Direct instruction $ 22,818 $ 39,333 S 39,295 $ 3e
Instractional support 22,465 14,010 13,652 358
Total expenditures 5 44,980 3 53,343 5 52,947 s 3946

The accompanying notes are an integral part ef these financial statemente.
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Statement 10

STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOOLS
Statement of Fiduciary
Assets and Liabilities - Agency Funds
June 30, 201§

Agency
Funds
ASSETS
Cash $ 49,295
Total Assets $ 40,295
LIABRILITIES
Deposits held for others $ 40,295
Total Liabilities $ 40,285

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOQOLS
Noteg to Financial Statements
Year Ended June 30, 2015

SUMMARY OF STGNTIFICANT ACCOUNTING POLICTES

The financial statements of Reserve Independent Schoole (District)
have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP) as
applied to governmental units. The Governmental Accounting
Standard Board (GASB) is the accepted standard-settine body for
egtablishing governmental accounting and financial reporting
principles. The GASB periodically updates itg codification of the
existing Governmental Accounting and Financial Reporting Standards
which, along with subsequent GASR pronouncements {Statements and
Interpretations}, constitutes GAAP for governmental units. The
more significant of the District’s accounting policies are
described below.

In June 1898, the GASB unanimously approved Statement #34, Bagic
Financial Statements and Management Discussion and Analysis for
State and Local Governments. In June 2001, the GasSB approved
Statement No., 37, Basgic Financial Statementg and Management
Discugsion and Analyaiag for State and Local Governments: Qmnibus
and Statement No. 38, Certain Financial Statement Note
Digclosures. Statement 37 clarifies and modifies Statement No. 34
and should be implemented simultaneocusly with Statement No. 34.
Statement No. 38 meodifies, establishes and rescinds certain
financial statement disclosure requirements.

The ®istrict implemented the provisions of GASB #'s 34, 37 and 38
effective July 1, 2002. As part of Statement No. 34, there is a
new reporting requirement xregarding the local government's
infrastructure (roade, bridges, ete.}. The District does not own
any infrastructure assets and therefore is unaffected by this
requirement .

Reporting Entity

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

GASB Statement No. 14 established criterxia foxr determining the
governmental reporting entity and component unite that should he
included within the reporting entity. Under provisions of this
Statement, the District is considered a primary government,
since it is a special-purpose government that has a separately
elected governing body, is legally separate, and is fiscally
independent of other state or local governments. As uged in
GASB Statement No. 14, fiscally independent means that the
District may, without the approval or consent of another
governmental entity, determine or modify is own budget, levy its
own taxes or set rates or charges, and issue bonded debt. This
District alsc has no other legally separate organizationa for
which the elected School Board 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 Distriet has a
gignificant relationship. The Distriet has no component units,
as defined by GASB Statement No. 14.

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

B. Basis of Presentation

The accounts of the District are organized and operated on the
basis of funda. A fund is an independent fiscal and accounting
entity with a self-Balancing get of accounts. Fund accounting
segregates funds according to their intended purpose and is used
to aid management in demonetrating compliance with finance-
related legal and contractual provisions. The minimum number of
funde are mairtained consistent with legal and managerial
requirements.

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

Governmental Funds

Governmental funds are used to account foxr the District‘s
general government activities, including the collection and
disbursement of gpecific or legally restricted monies, the
acquisition or construction of general fixed assets, and the
gservicing of general long-term debt.

Under the requirements of GASB 34, the District is reguired to
present certain of its governmental funds as major funds based
upon certain criteria. The major funds presented in the fund
financial statements include the following:
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Nctes to Financial Statements (continued)

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

Special Revenue PFund - Title T ESEA Fund - The Title I
project proviedes remedial instruction in language arts for
educationally deprived students in low income areas. The
project is funded by the Federal Government through the New
Mexlico State Department of Education, under the Elementary
and Secondary Education Act of 1965, Title I, Chapter 1, Part
A, 20 U.8.C. 2701 et seq.

Speci Revenue nd - - Entitlement - To account for
grant funds to increase gstudent academic achievement through
strategies such as improving teacher and principal quality.
Financing and authority is Elementary and Secondary Education
Act of 1965 as amended, Title II, Part A, Public Law 107-110,

Capital Projects Funde - Bond Building - To account for
resources received from the sale of general obligation bonds

foxr the purpose of constructing and renovating school
buildings.

Capital Projects Fund - Capital Improvementg SB-9 - To
account for reBources received through Senate Bill 9 and
local tax leviee obtained for the purpose of building,
remodeling, and equipping classroom facilitjes. Also, for
resources received from State of New Mexico Severance Tax
Bonds.

Debt Serwvice Fund - General Obligation Bonds - To account for
resources received for the purpose of paying general
obligation bonds and interest coupong. Funds are received
from property taxes levied against property located within
the school district and levied apecifically for this purpose,

Piduciary Funds

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

The Dietrict also reporte additional Government funda as non-
major. They include:

Special Revenue Funds - thease funds are used to account for
the proceeds of specific revenue sourcea that are legally
regtricted to expenditures for specified purposes.

Capital Project Funds - These funds are used to account for
the acquisition of capital assets or construction of major
capital projects.
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Notes to Financial Statements {(continued)

C.

Measurement Focus and Basig of Agcounting

Government-Wide Financial Statements (GNWNFS)

The Statement of Net Position and the Statement of Activities
displaye information about the reporting government as a whole.
Piduciary funds are not included in the GWFS. Fiduciary funds
are reported only in the Statement of Fiduciary Net Assets at
the fund financial statement level.

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

Program Revenues

Amounts reported as program revenues include 1) charges to
customers or applicants for goods, services, or privileges
provided, 2) operating grants and contributions, and 3) capital
grants and contributions. Internally dedicated resources are
reported as general revenues rather than as program revenues.
Taxeg and other items not properly included among program
revenues are reported instead as general revenues.

Allocation of Indirect Expenses

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

Governmental Funds

The accounting and financial reporting treatment applied to a
fund is determined by its measurement focus. Governmental fund
types uge the flow of current financial regources 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 liabilitier of
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Notes to Financial Statementa (continued)

the current peried. The government considers all revenues
available if they are collected within 60 days after year-end.
Expenditureg are recorded when the related fund liability is
incurred, except for unmatured principal and interest on general
long-term debt which 18 recognized when due, and certain
compensated absences and claims and Jjudgments which are
recognized when the cbligations are expected to be liguidated
with expendable availadble financial resources. Any effect of
interfund activity has been eliminated from the district-wide
financial statements.

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

Revenues

valorem taxes operty taxes) are susceptible to
full accrual on the government wide financial
statements, Property tax revenues recognize revenues
net of estimated refunds and uncollectible accounts in
the period for which the taxes are levied. Total
delinquent property taxes were not available from the
County Treasurer for the current year.

Entitliements and ghaxed revenues (which include state
equalization and state revenue sharing) are recorded as
unrestriected ¢grants-in-aid at the time of receipt orx
earlier if the susceptible to accrual criteria are met.
Expenditure-driven grants are recognized ag 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 wecome measurable and available when cash
is received by the District and are recognized as
revenue at that time.

Expenditures

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

Fidueciarxry Fundse

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

D.

"y

Budgets and Budgetary Agcounting

All budgets, and any amendments or revision therecf, are
approved by the State of New Mexico, Department of Finance and
Administration, Department of Education. Budgets for the
General, Special Revenue and Capital Projecte Fund are adopted
cn a basis inconsistent with generally accepted accounting
principles (GAAP] Encumbrance accounting is not used by the
School District.

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

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

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

Encumbrances

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

Asgets, TLiabilities and Net Position or Fund Eguity
1. Cagh & Cash Equivalents

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

The District is authorized under the provisions of Chapter &,
Article 10, Paragraph 10, NMSA 1978, to deposit ite money in
banks, savings and loan associatione and/or credit unions
whose accounts are insured by an agency of the United States.
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Netes to Financial Statements {continued)
2. Accounts Receivable

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

Accounts receivable consist of the following:

Other Other
General Maior Govexnmental Total
Property taxes s 277§ 3,235 § LA 3,512

3. Inventaries

Purchased invent.ory ig valued at the lower of cost (first-in,

first-out) or market. Inventory in the Cafeteria Fund
congists of purchased food and non-food items and United
States Department of Agriculture (USDA) commodities.

Commodities are shown at the USDA procurement cogt. Costs
are recorded as expenditurer 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 asgets.

4. Capital Assets

Capital asgmets are recorded at historical cost and
depreciated over their estimated useful 1lives (with no
salvage value). Capital assets are defined by the District
ag agsets with an initial individual cost of more than $5,000
and an estimated useful life in excess of one year. This
is an increase from the $1,000 threshold reported in prior
years. This i1s a change in accounting estimate. All
previously reported Capital Assets that do not meet the
updated amount will be depreciated currently and in future
periods until they are fully depreciated. Donated capital
assets are recorded at their estimated fair value at the date

of donation. Additions, improvements and other capital
outlays that significantly extend the useful life of an asset
are capitalized. Other costs incurred for repairs and

maintenance are expensed as incurred. The District does not
capitalize interest in regards to its capital assgets.

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

lives:
Land improvements 20-50 vyears
Buildings & building improvements 20-50 vyears
Furniture & equipment 5-10 years

21



Notes to Financial Statements (continued)

GASB Statement #34 requires the recording and depreciation of
infrastructure assets, which include roads, bridges, traffic
signals, etc. The District did not own any infrastructure
assets as of June 30.

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

Compensated Absences

All Adwinistrator/Supervisor employees are entitled to 1§
working days per year annual leave. Unused annual leave may
be accumulated to a total of not more than 40 days per year,
but upon cancellation of their contract, will only be paid
for no more than 25 days of unused annual leave.

Long-Term Liabilities

For government-wide veporting, the costs associated with
bonds are recognized over the life of the bond. As permitted
by GASB Statement No. 24 the amortization of the costs of
bonds will be amortized prospectively from the date of
adoption of GASB Statement No. 34.

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

Fund Balance
Fund balance is divided into five clagsifications based

primarily on the extent to which the School District is bound
to obeerve constraints imposBed upon the use of the resocurces

in the governmental funds. The classifications arxe as
follows:
Nonspendable - The nonspendable fund balance category

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

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

Enabling 1legislation authorizes the School Distrxict ¢to
assegs, levy, charge, or otherwise mandate payment of
resources (from external resource providers) and includer a

22



Notes to Financial Statements (continued}

legally enforceable reguirement that those rescurces be used
only for the specific purposes stipulated in the legislation.
Legal enforceability means that the School District can be
compelled by an external party - such as citizens, public
interest groups, or the judiciary to use resourceg created by
enabling legislation only for the purpose specified by the
legislation.

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

Assigned - Amounts in the assigned fund Dbalance
classification are intended to be used by the School District
for specific purposes but do not meet the criteria to be
classified as restricted or committed. In governmental funds
othexr than the General Fungd, assigned fund balance represents
the remaining amount that is not restricted or committed. In
the General Fund, assigned amounts represent intended uses
established by the School District Board or a School District
official delegated that authority by the School District
Board or ordinance.

Unaggigned - Unassigned fund balance is the residual
clasaification for the General Fund and includes all
spendable amounts not contained in the other classgifications.
In other governmental funds, the unassigned classification is
used only to report a deficit balance resulting from
overspending for specific purposes for which amounts have
been restricted, committed, or aseigned.

The School District applies restricted resources first when
expenditures are incurred for purposes for which either
regstricted oY unrestricted (committed, assigned, and
unassigned} amounts are available. Similarly, within
unrestricted fund balance, committed amounts are reduced
first follewed By assigned, and then unassigned amounte when
expenditures are incurred for purposes for which amounts in
any of the unrestricted fund balance clasgifications could be
used.
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Notes to Financial Statements {continued}

8.

10.

Restricted Net Assets

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

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

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

Unrestricted net pogition - This catesory reflects net assets
of the School District not restricted for any project ox
other purposes.

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

Deferred Inflowes of Resource

In addition to liabilities, the balance sheet reports a
separate section for deferred inflows of resources. This
separate financial statement element, deferred inflows of
resources, represents an acguisition of net position that
applies to a future period(s) and go will not be recognized
as an inflow of resources (revenue) until that time. Revenue
must be susceptible to accrual (measurable and available to
finance expenditures of the current fiscal period) to be
recognized. If assets are recognized in connection with a
transaction, but those assets are not vyet available to
finance expenditures of the current fiscal period, then the
ageetg -must be offset by a corresponding deferred inflow of
reaources. The School District has two types of items, which
arise due to the implementation of GASR 68 and the related
net pension liability, Accordingly, the items, net
difference between expected an® actual earnings and change in
assumptions, are reported on the Statement of Net Position.
These amounts are deferred and recognized as an inflow of
resources in the period that the amounts become available.

Defarred Outflows of Resocurce

In addition to assets, the balance sheet reports a separate
section for deferred outflows of rescurces, This separate
financial statement element, deferred outflows of resourcees,
represents a use oOf net position that applies to a future
pericd(s) and so will not be recognized as an outflow of
resources (expenditure) until that time. The Schocl District
has two types of items that qualify for reporting in this
category. Accordingly, the items, change in proportion and
employer contributions subsequent to measurement date, are
reported in the Statement of Net Position. These amounts are
deferred and recognized as outflows of resources the next
period.
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Notes to Financial Statements (continued)

G.

1.

Revenues

Property Tax levies

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

Although there are no restrictions placed on preperty taxes
collected for operation purposes, restrictions do exist en
the amounts collected wunder the Public School Capital
Improvements Act (22-25-1 to 22-25-10 NMSA 1%78) and the
amounts collected as a result of issuing general obligation
bondsa .

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

1. Identify the capital improvements;

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

3. Specify the date an election will be held;

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

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

General obligation bonds may be issued for the purpose of
erecting, remodeling, making additions to and the furnishing
of achool buildings, or purchasing or improving school
grounds or any combination of these purposes. Such bonds
shall be fully negotiable and constitute negotiable
instruments.

The school board shall establish adequate budgetary
provisions, approved by the School Management Division, to
promptly pay., as it becomes due, all principal and interest
on general obligation bonds issued by the school district.
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Notes to Financial Statements {(continued)

The full faith and credit of a 8school district shall be
pledged to the payment of the principal and interest on
general obligation bonds issued by the school district.

The board of county commissioners shall levy and collect upon
all taxable property within a school district in the county
such tax as is necessary to pay the interest and principal on
general obligation bonds issued by the 3chool district as the
interest and principal become due, without limitation as to
rate or amount.

2. State Egualization Guarantee

Bach school district in the State of New Mexico receives a
“atate equalization guarantee distribution” which is defined
ags “that amount of money distributed to each school district
to insure that the school district’s operating revenue,
including its local and federal revenues as defined” (in
Chaptexr 22, Section 8-25, NMSA 1878) “is at least egual to
the school district’s program cost.”

A school district’s program costs are determined through the
uge of various formulas uging “program unitse” which take into
consideration {1} early childhood education; (2) basic
education; (3) sgpecial education; (4) bilingual-multi-
cultural education; (5) size, etc. Payment is made frem the
public school fund under the authority of the chief (director
of public school finance). The District received $1,823, 762
in state equalization guarantee distributions during the
vear.

3. Trangportation Digtribution

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

Money in the vocational education transportation distribution
of the public school fund is uged for the purpose of making
payments to school districts for transportation of studente
to and from their regular attendance centers and the place
where vocation education programs are being offered, pursuant
to Section 22-16-4.1 (NMSA 1978) of the Act. The
transportation distribution is allocated to each sachecol
district according to an cbjective formula developed by the
gtate transportation director and the director of public
school finance.
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Notes to Financial Statements {continued)

In the event the s8um of the proposed tranasportation
allocations to each school district exceede the amcunts in
the transportation distribution, each school district to
receive an allcocation shares in a reduction in the proportion
that each school district’s forty-day average daily
menbership beares to the forty-day average daily membershis of
all school districts to receive allocations.

Local school hoardse shall negotiate school bua contracts in
accordance with regulations promulgated by the state
transportation director with the approval of the State Board
of Education.

Local B8cheol Dboards, with the approval of the state
transporxtation director, may provide additional
transportation services pursuant to Section 22-16-2 NMSA 1578
to meet established program needs.

The District received $202,607 in transportaticn diatribution
during the year.

4. SB-9 State Match

The Director shall distribute to any school digtrict that has
imposed a tax under the Public School Capital Improvements
Act {22-25-1 to 22-25-10 NMSA 1978) an amount from the public
school capital improvements fund that is equal to the amcunt
by which the revenue estimated to be received from the
impoged tax as specified in Subgection B af Section 22-25-3
NMSA 1978, assuming a one hundred percent collectiocn rate, ie
less than an amount calculated by multiplying the product
obtained by the rate imposed in the Digstrict under the Public
School Capital Improvements Act. The distribution shall be
made by December 1, of each year that the tax is imposed in
accordance with Section 22-25-3 NMSA 1978. Provided,
however, in the event that sufficient funds are not available
in the public gchool capital improvement funde to make the
state distribution provided for in thie Bection, the dollar
per program unit figure shall be reduced as necessary. The
District received $0 in state SB-9 matching during the year.

5. Critical Capital OQutlay

Under the provigions of Chapter 22, Article 24, a critical
capital outlay fund was created. The money in the fund ma
be used only for capital expenditures deemed by the public
gechool capital outlay council necessary for an adeguate
educational program, and the capital cutlay expenditures are
limited to the purchase, or construction of temporary or
permanent classrooms.

The council shall approve an application for grant assistance
from the fund when the council determinee that:
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Notes to Financial Statements (continued)

i. A critical need exigte requiring action;

2. The residents of the school distriet have provided all
available regsources to the district to meet its capital
outlay requirewents;

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

4. The district 1is in a county or counties which have
participated in the reappraisal program and the
reappraised values are on the tax rells, or will be used

for the tax year 1979 as certified by the property tax
division; and

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

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

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

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

6. Ingstructional Materials

The New Mexico State Department of Educatien (Department)
received federal mineral leasing funds from which it makes
anmial allocations to the wvarious school districts for the
purchase of educational materials. Of each allocatioun,
seventy percent is restricted to the requisition of materialse
listed in the State Board of Education “State Adopted
Instructional Material®” 1list, while thirty percent of each
allocation ig available for purchases directly from vendors.
Beginning with the fiscal year ended June 30, 2002, Districte
received their total allocation at the beginning of the
fiscal year, ingtead of being reimbursed for purchases as was

done in prior years. During the year ended Jume 30, the
District received 410,368 in instructional materials
allocation.
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H.

15

J.

2,

Federal Grants

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

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

Interfund Transactions

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

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

Eatimates

The preparation of financial statements in conformity with
accounting principles generally accepted in the United Statea
of America regquires management to make estimates and
assumptions that affect the reported amounts of assets and
liabilities and digsclosure of contingent assumptions that
affect the reported amounts of assete and liabilities and
disclosure of contingent asseets and liabilities at the date
of the financial statements and the reported amounts of
revenuesa and expenditures during the reporting period.
Actual results could differ from those estimates.

Pensions

For purposes of measuring the net pension liability, deferred
outflows of resources and deferred inflows of resources
related to pensions, and pension expense, information about
the £iduciary net poaition of the Educational Retirement Board
(ERB) and additions to/deductions from ERB‘s fiduciary net
position have been determined on the same basie as they are
reported by ERB, on the economic resources measurement focus
and accrual basis of accounting. For this purpose, benefit
payments (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit
terms. Investments are reported at fair value.
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2.

Cash on deposit at June 30

(continued)

DEPOSTITORY COLUATERAL

The following
institution.

is the Cash on Deposit at each {inancial

First State Bank Checking Operational $3,386,904
Fixst State Bank Checking Activities 41,4193
3,428,323

Total amount on deposit $3,428,323
Outstanding checks (459,464)
Deposits in transit =
Total per financial statements $2,968,859

Custodial Credit Risk - Deposits - Custodial Credit Risk is the
risk that in the event of bank failure, the School’s deposits may
not be returned to it. The Schocl doesg ncot have a deposit policy
for custodial credit risk. As of June 30, 2015, $3,178,323 of the

School’s bank balance of $3,428,323 was exposed to custodial credit
riak ag follows:

A. Uningsured and uncollateralized

B. Uninsured and collateralized with
securities held by the pledging
banks trust department, not in the
Schools name

$1,378,545

1,799,778

$3,178,323

The following schedule details the public money held by financial
institutiens and pledged c¢ollateral held by the District as
follows:

Total

First State Bank

$ 3,428,323

Less F.D.I.C, {250,000)
Uninsured funds 3,178,323
50% Collateral requirement

(as per section 6-10-17,

NMSA, 1978) 1,589,162
Pledged collateral by pledging

banks trust department or agent

but not in the Schecols name 1,799,778

Excess of pledged collateral
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Notes to Financial Statements {(continued)

NM State Statutes require collateral pledged for deposits in excess
of the federal deposit insurance to be delivered, or a joint
safekeeping receipt be issued, to the cooperative for at least one
half of the amocunt on deposit with the institution.

The types of collateral allowed are limited to direct obligations
of the United States Government and all bonds issued by any agency,
district or political subdivision of the State of New Mexico. The
collateral pledged iz shown as fcllows:

Firgt State Bank Maturity Date Fair Market Value
FFCR CUSIP #31331V2J4 08/e1/19 $ 1,202,497
FHLB CUSIP #3133XN4B2 12/01/22 180,098
FFCB CUSIP #3133KUDO 02/11/2s 417,183

$ 1,799,778
3. CAPITAI,_ASSETS

Capital assets balances and activity for the vyear ended June 30,
2015 are as followsa:

Balance Balance
July 1, 2014 ddditionse Celetions June 30, 2Q1ls
Jovernmental activities:
Land s 71.676 & - & - 71,676
Totali capital assets not being
depreciated 71,676 - B 721,676
Lard improverents 772,593 - - 772,593
Buildings & building improvements 4,548,543 980,479 (20, 004G} 5,509, ¢22
Vehicles €18,757 108,129 (74,748} 652,141
Equipment 348,496 z i 346,496
Total 6,238,389 1,088,608 {94,745) 7,282,252
Lemg accumvlated
deareciation:
Land inprovements (757,748) (5,075) - (762,823)
RBuildings & building imprevements (3,181,902) (157,710) 20,000 (3,319,612)
Vehicles (519,699) (47,904) T4, 745 {492, 858)
Equipment {264,381} (16, 511) - (2B1,292)
Tozel (4,723,730} {227,600} 94,745 {4 B56,585)
Governmental activities
Capital assets, net 5,_1.636,335 § 861,008 § = $_ 2,497,343

The District has no infrastructure as of June 30, 2015. Depreciation
expense was charged tc governmental activities as follows:

Unallocated $ 227,600
Total depreciation expense $§ 227,600
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The District received $621,914 in Capital Asset Improvements from
the Public School Finance Authority.

4. LONG-TERM LIABILITIES

A. Changes in Long-Term Liabilities

During the year ended dJune 30, 2015, the following changes
occurred in the 1liabilities vreported in the District-Wide
Statement of Net Assets:

B, Compensated Absgences

Balance Balance
June 30, 2014 Additions Deletions June 30, 2015
Compensated
Absences $ 30,015 § 13,887 § - $ 43,902

The compensated absences liability will ultimately be liquidated
by several of the Digtricts governmental funds, with wost being
paid by the General Fund, Trangportation Fund, Cafeteria Fund and
Title I Fund.

C. @General Obligation Bonds

The general obligation bonds will be paid from taxes levied
against property owners living within the School District
boundaries. The School District has pledged future property
taxes to repay the outstanding bonds of $2,400,000. Total annual
principal and interest paymente for all General Obligation Bonds
are expected to require 100% of gross revenue in the Debt Service
Fund. The annual requirements to retire general obligation bonds
are as follows:

Date of issue - Marech 21, 2014
Criginal Amount - $2,400,000

Interest Rage ~ ,1000% to 3.2000%
Due in Year
Ending Principal Interest Total
2016 $ 155,000 $ 43,000 $ 198,000
2017 180,000 42,167 222,167
2018 185,000 40,938 225,938
2019 190,000 29,121 229,121
2020 195,000 316,554 231,554
2021 205,000 33,100 238,100
2022 210,000 28,682 238,682
2023 220,000 23,306 243,306
2024 230,000 17,007 247,007
2025 230,000 10,127 240,127
2026 200,000 3,400 203,400
2027 200,000 100 200,100

2,400,000 §$ 317,502 §2,717,502
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During the year ended June 30, the following changes occurxred in
the liabilities reported in the District-Wide Statement of Net

Assets:
Balance Balance Due Within
June 30, 2014 _Additions Deletions June 30, 20218 ane Year
2014
Go3onds $ 2,400,000 .3 - $ - $..2,600,000 155

D. Operating lease

The School District did not have any operating leases during the
fiscal year.

s

Short-Term Liabilities

The District did not have any short-term liabilities during the
fiscal year.

DUE FROM GRANTOR

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

CASH OVERDRAFTS

The caesh overdrafte shown in some federal, state and local projects
in the saspecial revenue fund represent expenditures made by the
District which will be reimbursed by the grantor. Receivables from
grantor are presented to off-set these overdrafts.

SOUTHWEST REGICNAI, EDUCATION CENTER NO. l@

The School District is a member of the Southwest Regional Education
Center No. 10. Southwest Regional Education Center No. 10 issues
a separate, publicly available financial zxeport that includes
financial statements and required supplementary information. A
copy of that audit report can be ebtained by writine to Southwest
Regional Education Center No. 10, PO Box 952, Truth or
Consequenceg, New Mexico 879%01.
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8. RECONCILTATION OF BUDGETARY BASIS TO GAAP BASIS STATEMENTS
. PL 54-142 Bond
General Title I Entitlement Building _
Revenues per modified
accrual bagis $ 3,348,695 $ 136,358 $ 52,947 $ 1,613
FEeceivables 156 - - =
Peferred revanues/Due -
trom grantor, {10,872} (1,735)
Security depogitks - - - <
FPevenuea per budgetary
baaig § 3,346,851 3 135,486 51,212 $ 1,613
Expenditures per modified
accrual basis $ 2,787,281 $ 136,358 $ 52,947 $ 333,785
Accounts payable — = . L3
Expenditures per
budgetary basis $ 2,787,281 S 136,358 $ 62,947 ¢ 333,785
Capital Non-Major Nen-~-Ma-j
Improvement Debt Specfgl Capita i
£3-9 Service Revenue Proje¢ts
Revenues per modified
accrual basis 3 84,803 $ 213,852 $ 154,049 $ =
Peceivables 326 (2,248} - -
peferred revenuee/Due
from grantor - = (10,111) -
Pevenues per budgetary
basis s 85,135 8§ 211,606 § 183,938 g s
Expenditures ger modified
accrual basis 6,417 s 39,421 S 215,326 S 238
nventory changes - - (367) -
Accounts payable - - -~ -
Expenditures per
Budgetary basis 3 6,417 $ 39,421 § 214,959 $ 238

10.

RISK MANAGEMENT

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

PENSION-PLAN - EDUCATIONAL RETIREMENT BOARD

Plan desgceription. ERB was created by the state’s Educational
Retirement Act, Section 22-11-1 through 22-11-52, NMSA 1978, as
amended, to administer the New Mexico Educational Employees’
Retirement Plan (Plan). The Plan is a cost-sharing, multiple
employer plan established to provide retirement and disability
benefits for certified teachers and other empleyees of the state’s
public achoolg, institutions of higher learning, and agencies
providing educational programs.

The Plan is a pension trust fund of the State of New Mexico. The
New Mexico legislature has the authority to Bet or amend
contribution rates. ERB igsues a publicly available financial
report and a comprehensive annual financial report that can be

obtained at www.nmerb.orq.
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Benefits provided. A member’s retirement benefit is
determined by a formula which includes three component
parts: the member‘’s final average salary (FAS), the number of

yeara of service credit, and a 0.0235 multiplier. The FAS is the
average of the member’s salaries for the last five years of
service or any other consecutive five-year period, whichever
is greater. A Dbrief summary of Plan c¢overage provisions
follows:

For members employed before July 1, 2010, a member is eligible
to retire when one of the following events occurs: the member’s
age and earned pervice credit add up to the gum or 75 or more; the
member is at least sixty-five years of age and has five or moxe
years of earned service credit; or the member has pervice credit
totaling 25 years oOr more.

Chapter 288, Laws of 2009 changed the eligibility regquirements for
new memberg first employed on ox aftexr July 1, 2010. The
eligibility for a member who either becomes a new member on ox
after July 1, 2010, or at any time prior to that date refunded all
member contributions and then became, or becomes, reemployed after
that date is as follows: the member‘s age and earned service
credit add up to the Bum of 80 or more; the member is at least
sixty-seven years of age and has five or more years of earned
service credit; or the member has service credit totaling 30 years
oY more.

The benefit is paid as a menthly life annuity with a guarantee
that, if the payments made do not exceed the member'’s
accumulated contributions plus accumulated interest,
detexrmined as of the date of retirement, the balance will be
paid in a lump 8um to the member’s surviving beneficiary. There
are three benefit options available: single life annuity; single
life annuity monthly benefit reduced to provide for a 100%
survivoxr’s benefit; or single life annuity wmonthly benefit is
reduced to provide for a 50% survivor’s benefit.

Retired members and surviving beneficiaries receiving
benefits receive an automatic cost of living adjuatment
(COLA) to their benefit each July 1, beginning in the year the
member attainsg or weuld have attained age 65 or on July 1 of the
year following the member’s retirement date, whichever is later.
Prior to June 30, 2013 the COLA adjustment was equal to one-half
the change in the Consumer Price Index (CPI), except that the COLA
shall not exceed 4% nor be less than 2%, unless the change in CPI
is less than 2%, in which case, the Cola would equal the change
in the CPI, but never less than zero. As of July 1, 2013, for
current and future retirees the COLA was immediately reduced until
the plan is 100% funded. The COLA reduction was based on the
median retirement benefit of all retirees excluding disability
retiremente. Retirees with benefits at or below the median and
with 25 or wmore years of service credit will have a 10% COLA
reduction; their average COLA will be 1.8%. All other retirees
will have a 20% COLA reduction; their average COLA will be 1.6%.
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Once the funding ia ereater than 90%, the COLA reductions will
decrease. The retirees with benefits at or below the median and
with 25 or more vyears of service credit will have a 5% COLA
reduction; their average COLA will be 1.9%. All other retirees
will have a 10% COLA reduction; their averxage will be 1.8%.
Members on disability retirement are entitled to a COLA commencing
on July 1 of the third full year following disability retjirement,
A member on regular retirement who can prove retirement because
of a disability may qualify for a COLA beginning July 1 in the
third full year of retirement.

A member is eligible for a disability benefit provided (a) he or
she has credit for at least 10 yeara of service, and (b) the
disability is approved by ERE. The monthly benefit is egqual to
2% of FaS times years of service, but not less than the smaller
of (a) one-third of FAS or (b) 2% of FAS times year of service
projected to age &0. The digability benefit commences
immediately upon the member’s retirement. Disability
benefite are payable as a wmonthly life annuity, with a
guarantee that, if the payments made do not exceed the member's
accumulated contributions, determined as of the date of
retirement, the balance will be paid in a lump sum to the member’s
aurviving beneficiary. If the disabled member survives to age 69,
the regular optional forms of payment are then applied. A member
with five or more years of earned service credit on deferred
status may retire on disability retirement when eligible under the
Rule of 75 ox when the member attains age 5.

Comtributions. The contribution requiremwents of defined
benefit plan members and the s8chool district are established
in state statute under Chapter 10, Article 11, NMSA 1978. The
requirements may be amended by acts of the legislature. For the
fiscal year ended June 30, 2014 employers contributea 13,15% of
employees’ gross annual Balary to the Plan. Employees earning
$20,000 or less contributed 7.90% and employees earning more than
$20,000 contributed 10.10% of their gross annual galary. Per
fiscal year ended June 30, 2015 employers contributed 13.80%, and
employees earning $20,000 or lees continued to contribute 7.90%
and employees earning mere than $20,000 contributed an
increased amount of 10.70% of their gross annual salary.
Contributions to the pension plan from the school district were
$216,363 for the year ended June 30, 2015.

Pension Liabilities, Pension Expense, and Deferred Outflows of
Regources and Deferred Inflows of Resources Related tc Pensions:
The total ERB pension liability, net pension 1liability, and
gensitivity information were based on an annual actuarial
valuation performed as of June 30, 2013. The total ERB pension
liability was rolled forward from the wvaluation date to the Plan
year ending June 30, 2014, wusing generally accepted actuarial
principles. Therefore, the employer’s portion was established as
of the measurement date June 30, 2014. At June 30, 2015, the
school district reported a liability of 62,990,937 for its
proportionate share of the net pension liability. The
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school district’s proportion of the net pension liability is based
on the employer contributing entity’s percentage of total employer
contributicns for the fiscal year ended June 30, 2014, The
contribution amounta were defined by Section 22-11-21, NMSA 1978.
At June 30, 2014, the school digtrict’s proportion wag 0.05268

percent, which was an increase of 0.00026 from its proportion
measured asg of June 306, 2013,

For the year ended June 30, 2015, the schocl district recognized
pensien expensBe of §202,85%4. At June 30, 2015, the school
district reported deferred outflows of resources and deferred
inflows or resources related to pensions from the following

sources:
Deferred Defaerred
outflowe of Inflows of
Regources Regcurces
Differences between expected
and actual experience g - $ 44,554
Net difference between projected
and actual earnings on pension plan
investments - 271,386
Changes in proporticn and differences
between the school district
contributions and proportionate share
of contributions - 12,122
School district‘s contributions
subsequent to the measurement date 21€,363 -
Total s 216,363 s 328,562

The §216,363 1is reported as deferred outflows of reaocurces
related to pensions resulting from school district contributions
subsequent to the measurement date June 30, 2014 will be
recognized as a reduction of the net pension liability in the
year ended June 30, 2016.

Other amounts reperted as deferred outflows of resources and
deferred inflowa of resources related to pensions will be
recognized in pension expense as follows:

Year ended June 30:

20186 $ (85,712)
2017 (65, 712)
2018 (65,712}
2018 (65,712)
2020 {(65,714)
Thereafter -
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Actuarial assumptions. As desacribed above, the total ERB pension
liability and net pension liability are based on an actuarial
valuation performed as of June 30, 2013. The tetal ERB pension
liability was rolled forward from the valuation date to the Plan
vear ending June 30, 2014 using generally accepted actuarial
principles. There were no significant eventg or changes in
benefit provisions that required an adjustment to the roll-forward
liabilities as of June 30, 2014. Specifically, the liabilities
measured as of June 30, 2014 incorporate the following
agsumptions:

1. All members with an annual salary of more than $20,000 will
contribute 10.10% during the fiscal year ending June 30, 2014
and 10.7% thereafter.

2. Members hired after June 30, 2013 will have an actuarially
reduced retirement benefit if they xetire before age 55 and
their COLA will be deferred until age 67.

3. COLAs for most retirees are reduced until ERB attains a 100%
funded status,

4. These assummptions were adopted by ERB on April 26, 2013 in
conjunction with the six-year experience study period ending
June 30, 2012.

For the purposes of projecting future benefits, it ies assumed
that the full COLA is paid in all future years. The actuarial
methods and assumptions used to determine contribution rates
included in the measurement are as follows:

Actuarial Cosat Method Entry Age Normal

Amortization Method Level Percentage of Payroll
Remaining Period Amortized - closed 30 years from
to June 30, 2042 2012

Agpet Valuation Method 5 vyear smoothed market for

funding valuation (fair value
for financial valuation)

Inflation 3.00%

Salary Increases Composition: 3% inflation, plus
1.25% productivity increase
rate, plus step rate promotional
increages for members with less
than 10 years of service

Investment Rate of Return 7.75%

Retirement Age Experience based table of age
and service rates
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Mortality 50% of RP-2000 Combined
Mortality Takle with wWhite
Collar Adjustment projected to
2014 using Scale AR (one year
getback for females)

The long-term expected rate of yeturn on pension plan
investments is determined annually using a building-block
approach that includes the following: 1) rate of return
projections are the sum of current yield plus projected changes
in price (valuation, defaults, etc.), 2) application of key
economic¢ projections (inflation, real growth, dividends, etc.),
and 3) structural themea (supply and demand imbalances, capital
flows, etc.). These items are developed for each major asset
class. Rest egtimates of geometric real rates of return for
each major asset c¢lass included in the Plan‘s target asset
allocation for 2014 and 2013 for 30-year return assumptions are
summarized in the following table:

2014 2013
Long-Ternm Expected Long-Texrm Expected
Appet Clags Real Rate of Return Real Rate of Return
Cagh 1.50% 0.75%
Treasuries 2,00% 1.00%
IG Corp Credit 3.50% 3.00%
MBS 2.25% 2.50%
Core Bonds 2.53% 2,04%
TIPS 2.58% 1.50%
High Yield Bonds 4.50% 5.00%
Bank Leans 5.00% $.00%
Global Bonds (Unhedged) 1.25% 0.75%
Global Bonds (Hedged) 1.38% 0.93%
EMD External 5.00% 4.00%
EMD Local Currency 5.75% 5.00%
Large Cap Eguities 6.25% 6.75%
Small/Mid Cap 6.25% 7.00%
International Equities (Unhedged) 7.25% 7.75%
International Equities (Hedged) 7.50% 8.00%
Emerging International Equities 9.50% 9.75%
Private Bquity 8.75% 9.00%
Private Debt 8.00% 8.50%
Private Real Assets 7.75% 8.00%
Real Estate 6.25% 6.00%
Commodities 5.00% 5.00%
Hedge Funds Low Vol 5.50% 4.75%
Hedge Funds Mcd Vol 5.50% 6.50%

Discount rate: A single discount rate of 7.75% was used to
measure the total ERB pension liability as of June 30, 2014 and
June, 30; - 2013. This single discount rate was based on the
exXxpected rate of return on pensgion plan investmente of 7.75%.
Based on the gstated assumptions and the projection of cash
flows, the Plan’s fiduciary net position and future
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contributions were projected to e available to finance
all projected future benefit paymente of current pension plan

members. Therefore the long term expected rate of return on
Plan investments was applied to all periods of projected benefit
payments to determine the total pension liability. The

projection of cash flows used to determine this single discount
rate assumed that Plan contributiens will be made at the current
statutory levels., Additionally, contributions received through
the Alternative Retirement Plan (ARP) , ERB’'s defined
contributicon plan. are included in the projection of cash flows.
ARP contributions are assumed to remain at a level percentage
of ERB payroll, where the percentage of payroll is based on the
most recent five year contribution history.

Sensitivity of the school digtrict’s proportionate share of the
net pension liability to changes in the discount rate.

The following table shows the sensitivity of the net pengion
liability to changes in the discount rate as of the fiscal year
end 2014. In particular, the table presents the (employer's}
net pensiion liability under the current single rate assumption,
as if it were calculated using digcount rate one percentage
point lower (6.75%) or cne percentage point higher (8.75%) than
the single discount rate.

Current Discount

1% Decrease Rate 1% Increane
(6.75%) (7.75%) (B.75%)
8chool district’s
proportienate share
of the net pension
liability $ 4,069,514 s 2,990,937 $ 2,089,999

Pension plan fiduciary net position. Detailed information about
the ERB’s fiduciary net position ig available in the separately
issued audited financial statements as of and for June 30, 2014
and 2013 which are publicly available at www.nmerb.org.

Payables to the pension plan. The School Bistrict remite the
legally required employer and employee contributions on a
monthly basis to ERB. The ERB requires that the centributions
be remitted by the 15*" day of the month following the month for
which contributions are withheld. At June 30, 2019 the School
District owed the ERB $77,439 for the contributions withheld in
the month ef June 2015.
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11.

POST-EMPLOYMENT BENEFTTS - STATE RETIRFE HEALTH CARE_PLAN

Plan Degcriptiocn. Reserve Independent Schools contributes to the
New Mexico Retiree Health Care Fund, a cost-sharing multiple-
employer defined Dbenefit post-employment healthcare plan
administered by the New Mexico Retiree Health Care Authority
(RHCA) . The RHCA provided health care insurance and prescription
drug benefits to retired employees of participating New Mexico
government agenciesg, their sgpouses, dependents and surviving
gpeuses 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
provisiona 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 contributionge to the
fund for at 1least five vyears 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 employexr’s RHCA effective date, in
which event the time period required for employee and employer
contributions shall become the period of time between the
employers effective date and the date of retirement; (2) retirees
defined by the Act who retired prior to July 1, 1990; (3) former
legislators who served at 1least two Yyears; and (4) former
governing authority members who served at least four years.

The RHCA issues a publicly available stand-alone financial report
that includes financial statements and required supplementary
information for the post-employment healthcare plan. The report
and further information can be obtaine® by writing to Retiree
Health Care Authority, 4308 Carlisle Boulevard, Suite 104,
Albuquerque, New Mexico 87107.

Funding Policy. The Retiree Health Care Act (Section 10-7C-13
NMSA 1978) authorized the RHCA Board to establish the monthly
premium contributions that retirees are required to pay for
healthcare benefite. 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 wmember. Former legislators and governing
authority membexs are required to pay 100% of the insurance
pPremium to covexr their claims and the administrative expenses fo
the plan. The monthly premium rate schedule can be obtained from
the RYHCA or viewed on their website at www.nmrhca.state.nm.us.

The employer, employvee and retiree contributions are required to

be xemitted to the RHCA on a monthly basis. The statutory
requirements for the employer and employee contributions can be
changed by the New Mexico State Legislature. Employers that

chooge to become participating employers after January 1, 1998,
are required to make contributions to the RHCA fund in the amount
determined to be appropriate by the board.
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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. For employees
that were members of an enhanced retirement plan (state police and
adult correctional officer wmember coverage plan 1; municipal
police member coverage plans 3, 4 or 5; municipal fire menber
coverage plan 3, 4 or 5; nmunicipal detention officer menber
coverage plan 1; and members purguant to the Judicial Retirement
Act) during the fiscal year ended June 30, 201%, the statute
regquired each participating employer to contribute 2.5% of each
participating employee’s annual salary; and each participating
employee was required to contribute 1.25% of thelr salary. Fox
employees that were not members of an enhanced retirement plan
during the fiscal year ended June 30, 2015, the statute required
each participating employer to contribute 2.0% of each
participating employee’s annual salary; each participating
employee was required to contribute 1.0% of their salary. In
addition, pursuant to Section 10-7C-135(G) NMSA 1978, at the firat
seggion of the Legiplature following July 1, 2013, the legislature
ghall review and adjust the distributions pursuant to section 7-1-
6.1 NMSA 1978 and the employer and employee contributicne to the
authority in order to ensure the actuarial soundnegs of the
benefits provided under the Retiree Health Care Act.

The Reserve Independent Schoole contributions to the RHCA for the
years ended June 30, 2015, 2014, and 2013 were $31,131, 829,261
and $28,632, respectively, which equal the required centributions
for each year.

12, BUDGETED ACTIVITY FUNDS

The Student Activity Funds, while budgeted under Non-Instructional
Support in the financial statements, are considered for reporting
purposes as Agency Funds. These monies are retained by the
District in a fiduciary capacity. Monies are received from
student groups and are expended for purposes determined by the
gtudents within guidelines established by the District. The
changes in those balances follow:

Balance Balance
July 1, 2014 Additiong Retizrements June 30, 2015
ASSRTS
tash and cash equivalent S 43,760 $ 52,817 $ 56,282 $ 40,295
‘fotal assets 3 43,760 3 52,817 $ 56,282 s 40,295
LIABILITIES

Deposits held for others
Regerve Independent

Schoels $ 43,760 s 52,0817 s 56,282 ] 40,285
Total liabilities $ 43,760 ES 52,817 S 56,282 $ 40,295
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Notes to Financial Statements (continued)

13.

FUND BAIANCES CILASSIFIED

Fund balance is classified as nonspendahle, regtricted, committed,
assigned and/or unassigned upon the use of the resources in the
government funds. The constraints placed on fund balance for the
major governmental funds and all other governmental funds are
pregented here.

Capltal Non-Majexr
Gerneral Hond Inprovemnent s Debt Governmental
Fund Balances Fund Building 3B-9 Service Fund rotal
Nonspendabls:
Inventory $ = E) = 8 = $ - 8 2,211 § 2,211
Totsl nonspendable - = - - 2,211 2,211
Restricted for:
Trangportation servicea 490,541 - - - 40, 541
Inetructiona} materials 7.4684 - - = - 7,484
Teacherage units 36,648 - . 36.648
capital improvementn - 2,005,042 142,278 - 2,147,320
Debt aervice paymante - - - 174,431 - 174,431
Athletic services - - - = {1,341) (1.341)
Special grants - - - - - -
cafeceria serxvices : 8 {9,281} {9.281)
State mandated cash reserves 2,533 = - - . 2,533
Total raatricted 87,286 2,005,042 142,278 174,431 {10.622) 2,398,336
comsitted to:
ethex purposea - - 5 = = 5
Total committed = = = = - -
Unassigned: 668,777 - - - - 66R, 777
Total Pund Balaunces ; 755i983. 42,005,042 3 142,273 § 174,431 §= (8!(11[ 8 3,069,323
14. CONCENTRATIONS
The District depends on financial rerources flowing from, or associated
with, both the Federal Government and the State of New Mexico. Because
of this dependency, the District is subject to changes in specific flows
of intergovernmental revenues based on modificatione to Federal and
State laws and Federal and State appropriations.
15. NET POSITION RESTATEMENT

The School Disgtrict had a prior period adjustment of $3,116,645 of which
was required for the implementation of GASB Statement No. €8. The
adjustment reflecta a beginning net pension liability of $3,306,644 and
a beginning deferred outflow of repourceas - employer contributiona
subgequent to the measurement date of $189,3888.
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Statement 11

STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOOLS
Statement af Revenues and Expenditures -
Budget and ac¢tual {Non-GABP Budgetary Basis)
Bond Building
Year Ended June 3¢, 2015

Variance
Original Pinal Favorable
Budget Budget Actual (bnfavorable)
REVENOES
Taxes s - S - 5 : S L
lLocal eources - ~
State sources - = =
Farninga from investments - - 1,613 1,613
Total revenues S - $ - 8 1,613 : 1,613
EXPENDITURES
Capital outlay s 1,897,901 5 2,337,214 S 333,785 S 2.003,429
Total expenditures $ 1,897,901 S 2,337,214 $ 333,785 S 2,003,429
BUDGETED CASH BALANCE $ 1,897.8901 S 2,337,214

The accompanyine notesg are an integral part of these f£inancial statements.
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Statement 12

STATE OF NEW MEXICO
2ISERVE INDEPENDENT SCHOOLS
Staterient Of Revenues and Expenditures -
Budget ans Actuzal (Non-GARAP Budgetary Basis)
Capital Improvements SB-9
Year Ended June 30, 2015

Variance
Original Final Favorable
Budget Budget Acttual {(Unfavorable)
REVENUES
Taxes 3 86,590 $ 86,590 S 85,067 s (1,523)
Local sources = = i =
State sources - - = L
Barnings from investments - - 68 68
Total revenues $ 86,590 $ 86,590 $ 85,135 8 {(1,455)
EXPENDITURES
Capital outlay 3 92,296 $ 92,296 g 6,417 $ 85,879
Tetal expenditures 5 92,296 $ 92,296 $ 6,417 ¢ 85,879

BUDGETED CASH BALANCE 5,706 $ 5,706

<ur

The accompanying notes are an integral part aof these financial statements.
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REVENUES
Taxes
Barnings from investments

Total revenuesg

EXPENDITURES
Instructiontal support
Bonds paid

Coupone Paid

Total expenditures

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

STATE OF NEW MEXICO
RESERVE INDEPENBBENT SCHOCLS
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAF Budgetary Baais)
Debt Service Fund

Statement 13

Year Ended June 30, 201§

variance

Final Favorable
Budget Actual (bnfavorable)
166,682 211,555 $ 44,893
. s1 51
166,662 211,606 3 44,944

2,116 2.116 $

37,305 37,305 = -
39,421 39,421 § -
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NON-MAJOR FUNDS



STATE OF NER MEXTICO
RRERSERVE INBEPENDENT SCHOQOQOLS
Non-Majer Governmental Funds
Combinineg Balance Sheet - By Fund Type
June 3¢, 201§

Statement A-1

Special Capital
Revenue Project
Funds Funds Total
ASSETS
Cagh on deposit $ - $ - -
Taxes receivable = - -
Due from grantor 27,998 - 27,998
Inventory, at cost 2,211 = 2,211
Total assete $ 30,205 s - 30,209
LIABILITIES
Cash overdraft $ 38,620 S - 38,620
Total liabilities 38,620 - 38,620
FUND BALANCY
Nonspendahle 2,211 - 2,211
Reptricted (10,622) - (10,€22)
Committed cC = -
Assigned = =
Unassigned < = -
Total fund balance (8,411) - (8,411)
Total liabilities
and fund balance 8 30,209 5 - 30,209

The accompanying noteeg are an integral part of these financial statements.
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STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOOLS
Non-Major Governmental Funds
Combining Statement of Revenues, Expenditures and Changes in

Fund Balances -

By Fund Type

Year Ended June 30, 2015

REVENUEBS
Taxes
Charges for services
Local seurces
State aources
Tederal sources
Barnings from investments

Total revenues

EXPENDITURES
Cuxrrent:
Direct instruction
Instructional support
Food services
capical outlay

Total expenditures

Net change in fund halance

Fund balance beginning ¢f year

Pund balance end of year

The accompanying notes are an integral part of these financial staktements,
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Statement A-2

Special Capital
Revenue Preiject
Punds Funds Total
5 -8 - ;
14,343 14,2343
2,000 - 2,000
85,493 - 85,493
32,207 -~ 92,207
o 6 = = 6
194,049 - 194,049
121,479 121,479
9,305 238 9,543
84,542 84,542
215,326 238 215,564
(21,277) (238) {21,515)
12,866 238 13,104
$ (8,411) $ - (8,411}




STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOCLS

Cenbined Statement of Revenues and Expenditures

Budget and Actual

REVENUES
Charges for services
Local sources
State Bources
Federal sources
Barnings from inveatments

Total revenues
EXPERDITURES
Direct inatruction
Instructional support

Food services
Capital outlay

Total expenditures

BUDGETER CASH BALANCE

(Non-GAAP Budgetary Basis)
Govermmental Fund Types - Non-Major
Special Revenue Funds
Year Bnded June 36, 2015

Statement A-3

variance

Original Pinal Favorable
Budget Budget Actual (Unfavorable)
14,844 14,844 14,293 S {551)
= 2,000 2,000 =
42,700 96,628 70,754 {25,874)
89,065 108,395 86,885 (11,510)
= 6 6
146,609 221,867 183,938 $ {37,929)
6,099 134,339 112,660 S 1,675
17,316 30,625 18,124 12,501
81,462 87,181 84,175 3,016
154,877 232,155 214,959 9 17,196

8,268 10.288

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

STATE OF NEW MEXIC®
INDEPENDENT SCHOOLS

Statement A-4

Cowbined Statement of Revenues and Expenditures -
(Non-GaAP Budgetary Basis)

Budget and Actunal
Governmental Fund Types - Non-Major
Capital Projects Funds

Year Ended June 30, 2415

REVENUES
Earnings from invesatments

Total revenues

BXPENDITURES
Capital outlay

Total expendituree

BUDGETED CASH BALANCE

Variance

Qriginal Final Favorable
Budget Budget Actual {(Unfavorable)

= = $

- = - 5 )

238 238 238 $ =

238 238 238 5 -

238 238

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

ALL FUNDS - All funds were created by management directive.

NM AUTISM PROJECT - To account for resources received to improve the
outcomes for Students with Autism Spectrum Disorders with
professional development, curriculum materials, training and
supplies related to the project.

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

IMPROVING TEACHER QUALITY -~ To account for grant funds to increase
student academic achievement through strategies such as improving
teacher and principal quality. Financine and authority is Elementary
and Secondary Education Act of 1965 as amended, Title II, Part A,
Public Law 107-110,

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

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

READZLEAD - To account for resources received to provide funds to
support a reading K-3 Formative Assessment System providing regional
and district reading coaches, sgupports for intervention, and
professional administrators. Financing and authority is a sapecial
legigslative appropriation, Lawa of 2014, Chapter 63, Section 4, Item
1 (other Education), Early Reading Initiative.

PRE-K INITIATIVE FUND - To account for resources received to provide
preschool services to 10 four year old children in PreKindergarten.
Financing and authority is provided by New Mexico State Legislature
Laws of 2014, Chapter 63, Section 4, Item 1({e).

BREAKFAST PROGRAM - To account for monies received from the 2006
Legislative General Appropriations Act to be used for Elementary
Breakfast food expenses. Financing and authority is provided by the
State Legislature.

FRESH FRUIT & VEGETABLES - To account for resources to purchase New
Mexico grown fresh fruits and vegetables for use in school nutrition
programs. Authority is from the Public Education Department.



(Non-Major Special Revenued Fundg - Continued)

CATRON COUNTY GRANT - To account for resources received from Catron
County Grassroots Behavicral Health Group to be used for a stipend to
reimburge the staff members for the monies they spend while giving
direct guidance and assistance to the students participating Natural
Helpere Program.

ATHLETIC8 FUND - To account for the activities of the athletic
funetions of the district. (State Department of Education
Regulations 93-1).

SCHOOL LUNCH FUND - This program provides financing for the School
Hct Imnch Program. Punding isg provided from fees from patrons and
USDA food reimbursements, under the National School ILunch Act of
1946, as amended, Public Law 79-396, Sections 2-12, 60 Stat. 230, 42
U.S.C. 1751 et geq.; 80 stat., 889, as amended; 84 stat. 270; and the
Child Nutrition Act of 1966, as amended, Sections 4 and 10. Public
Law 89-642, 80 stat. 8B6, B8B9, 42 U.s.C. 1773, 1779; Public Law 99-
581, 100 stat. 3341; Public Law 100-71, 101 stat. 430.



BLGSRTS
Cash on deposit
Due from grantor
Inventory, at cost

Total asaets

LIABILITIES
cash overdratft

Total liabilities

FUND BALANCES
Nonependable
Restricted

Total fund balance

Total liabilities
and fund balances

RESERVE INDEPBNDENT SCHOOLS

STATE OF REW MEXICO

Statement B-1l

.
Non-Major 8pecial Revenue Funds age 1 of 2
Combining Balance Sheet
June 30, 2015
Improving
IDBA-B Teacher ual

NM Butism Preschoocl Quality Credit Read?

Furd Fund Fund Fund Lead
S £ $ G $ = $ - $ -
2,520 2,249 4,490 a3 12,450
$ 2,520 $ 2,249 $ 4,490 § 33 $ 12,450
s 2,820 S 2,249 $ 4,490 $ 33 $ 12,450
2.520 2.249 4,490 33 12,4590
S 2,520 $ 2,248 S 4,490 $ 33 3 12,450

The accompanying notea are an integral part of these financial statements.
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STATE OF NBff MBXICO
RBSERVE INDEFENDENT SCHOULS
Non-Major Special Revenue Funds Page 2 of 2
Combining Balance Sheet
June 30, 2015

Statetent Be-l

Breakfast Fresh Fruits Catrom Student

Pre-K Pxogram & Vegetables county Cafeteria
Fund Fund Fund Grant Athletics Account Totaly
ASSRTS
Cash on deposit $ - s - $ - $ - $ - $ - $ -
Due fxom gramtor 5,652 56¢ - = - 27,998
Inventory, at cost = = - 2,212 22 )
Total apzsets $ 5.692 3 564 $ - $ = $ - S 2.211 $ 30,209
LIABILITIES
Cash overdraft $ 5,692 $ 564 $ - $ W $ 1,341 $ 9.281 3 38.620
Total liabilities » 5,692 564 - Nes 1,341 9.281 38,620
FUNP BALANCES
Nonspendable - - - = 2.211 2,211
Raepgtricted = - - {1,341) (9,281) {10,.622)
Total fund balance = - - = (1,141) (7.070) {8,411)
Total liabilities
and fund balances $ 5,692 3 S64 § - $ - & = 3 2,211 3 30,209

The accompanying notes are an integral part of theee financial statements.
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STATR OF NEW MEBXICQO
RESERVE INDEPENDENT SCHOOLS
Non-Major Special Revenue Funds

Combining Statement of Revenues, Expenditures

and Changes in Fund Balances

Year Ended June 30, 2015
Inproving
IDEA-B Teacher Dual
WM Aurism Preachool Quality REAP Credit Read?2
Fund Fund Fund Pund Pund Lead

REVENURS

Charges for services $ = $ £ $ = $ = $ = >

Local msources - - v -

State sources - - - - 2159 50,0900

Federal sources z,B19 6,402 17.509 4,232 -

Eamings from investments -] e, 1 e - =

Total revenues 2,819 a 6,402 . 17,8ab 4,232 219 50,000

EXPENDITURBS

Direcc instruction 8,819 . 17,509 4,232 219 50,000

Inetructional support 6,402 - - -

Food services el = = B

Total expenditures i 8,819 [— €,402 17,509 4,222 219 50,000

Net change in fund balance - g = v -
Fund dalance beginning of year - = e = = -
Pund balance at end af year $ - $ - & - $ - 3 - -

The accompanying notes are an integral

part of these financial statemente,
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Page 1 of 2



REVBNUES
Chargee for services
Laocal seurces
State sgources
Pederal sources
Earnings frern investwments

Total ravenues

BXPENDITURES
Direcet instyuction
Instruetional support
Food sgervices

Tetal expenditures

Net change in fund balance

fund balance beginning of year

tund balance at end of year

The accompanying notes are an integral part of

Combining Statement of Revenues, Expenditures

STATE OF NEW MEXICO

RESERVE INUEPENBENT SCHOOLS
Noo-Major Special Revenue Funds

and Changes in Fund Balances

Statement. B-2
Yage 2 of 2

Year Ended June 30, 2015
Brealkfast Fregh Fruits Catron Student
Pre-K Progran & Vegetables County Cafereria

Fund fund Fund Grant Athletics Account Totals
= = $ $ - $ 7,359 5 6,984 $ 14,343
E - - 2,000 - - 2,000
32,503 2,31) 60 - - 85,493
. 2 - - - 55.248 92,207
= = =, = 6, 6
32,903 2,311 6Q — 2,000 7.359 62,2135 194,049
39,000 - - 2,000 8,700 121,479
2,903 - - = - 3,305
- 2,311 60 . - 82,171 84,542
32,903 3,211 et 2,009 8,700 $2.171 215,226
- = = = (T,341) (19,936} (21,277)
= = = - 12,866 12, 866
1 : s s I3 = 3 (1,341) & (7.070) ¢ (8,411)

these financlal statements.
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Statement B-3

STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHCCLS
Nen-Major Special Revenue Fund - NMAutism
Statement of Revenueg and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis})
Year Ended June 30, 2015

Variance
Criginal Final Favorable
Budget Budget Actual {(Untavorable)
REVENUES
Federal scurces S - $ 10,093 S 6,299 b3 (3,794)
Total rewenues $ ~ $ 110,093 $ 6,299 3 (3,.,794)
EXPENDITORES
Instructional support $ - S 10,093 S 8,819 $ 1,274
Total expenditures S - § 10,093 8 8.8159 S 1,274
REVENUES
Budgetary basis S 6,299
Increase in Due from Grantor 2,520
Modified accrual basis $ 8,819
]

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

STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOOLS
Non-Major 8pecial Revenue Fund - IDEA-B Preschool
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAFP Budgetary Basis)
Year Ended dJune 30, 2015

Variance
Original Final Favozable
Budget Budget Actual (Unfavorable)
REVENUES
Federal socurces S 4,616 5 7,832 S 7,484 s (348)
Total revenues $ 4,616 S 7.832 $ 7,484 $ (348)
EXPENBITURES
Instructional support $ 4,616 $ 7,832 S 6,402 S 1,430
Total expenditures S 4,616 [ 7,832 $ §,402 $ 1.430
REVENUES
Budgetary basis S 7,484
(Decrezse) in due from granter (1,082)
Modified accrual basis S 6,402

The accompanying note@ are an intedral part of these financial statements.
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Statement B-5

STATE OF NER MEXICO
RERSERVE INDEPENDENT SCHOOLS
Ncn-Major Special Revenue Fund - Improving Teacher Quality
Statement of Revenues and Expenditures -
Budger and Actual (Non-GAAP Budgetaxy Basis)
Year Ended June 20, 20158

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Federal sources S 12,934 $ 18,955 ] 23,475 ] 4,520
Tetal revenues ¢ 12,934 $ 18,955 S 23,475 $ 4,520
EXPENDITURES
plrect instruction 8 12,934 § 18,955 S 17,508 $ 1,446
Total expenditures $ 12,934 $ 18,955 $ 17,508 $ 1,446
REVENUES
Budgetary basgie $ 23,475
{Decrease) in due from grantor {5,966)
Modified accrual basis $ 17,509
L ——————

The accompanying netes are an integral part of these financial statements.
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STATE OF NEW

MEXICO
RESERVE INDEPENDENT SCHOOLS

Non-Major Special Revenue Fungd - RBAP

Statement of Revenues and Expenditures

Budget and Actunal {(Nen-GAAP Budgetary Basis)

Statement B-¢

Year Ended June 30, 20138
Variance
®riginal Final Yavorable
Budget Budget Actual {(Unfavorable)
REVENUES
Federal sources 8 4,465 $ 4,465 $ 4,382 3 {83)
Total revenuesg $ 4,465 S 4,465 $ 4,382 S (83)
EXPENDITURES
Direct inatruction $ 4,465 $ 4,465 S 4,382 s 83
Total expenditures S 4,465 S 4,465 S 4,382 S 83
REVENUES
Budeetary basis 9 4,382
{Decrease) in due from grantor {150)
Modified ac¢erual bhagisg $ 4,232

The accompanying notes are an integral part of these financial statements.
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Statement B-7

STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOOLS
Non-Major Special Reveénue Fund - Dual Credit
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2018

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
State sources S - $ 219 S 186 5 (33}
Total revenues $ - $ 219 s 186 $ {33)
EXPENDITURES
Direct insgtruction S - $ 219 S 219 $
Total expenditures S - 8 219 $ 219 $ -
REVENUES
Budgetary basis $ 186
Increasgse in due from grantor 33
Modified accrual basis ] 219

The accompanying noteB are an integral part of these financial atatements.
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Statement B-8

STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOOLS
Non-Major Special Revenue Fund - Read2Lead
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 201S

Variance
Original Final Faverable
Budget Budget Actual (Unfaverable)
REVENUES
State sources S - $ 50,000 $ 41,550 $ (8,450)
Total revenues [S - $ 50.000 $ 41,550 s (8.450)
EXPENDITURES
Direct instruction $ - $ 50,000 $ 506,000 $ -
Total expenditures $ - $ 50,000 $ 50,000 $ -
REVENUES
Budgetary basis $ 41,55
Increase in due f£rom grantor 8,450
Modified accrual basis S 50,000

The accompanying notes are an integral part of these financial statemencs.
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STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOOLS

Nen-Major Smpecial Revenue Fund - Pre-X Fund
Statement of Revenues and Bxpenditures -

Budget and Actual (Non-GAAP Rudgetary Basis)

REVENUES
State sources

Total revenues

EXPENDITURES

Direct instruction
Instructional support

Total expenditures

REVENUES

Budgetary basis
Increase in due from grantor

Modified accrual basis

Year Ended June 30, 2015

Statement B-9

$

32,903

The accompanying netes are an integral part of these financial statements.
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Variance
Original Final Favorable
Budget Budget BActual {Unfavorable)
$ 42,700 $ 42,700 S 2921 $ (15,489}
$§ 42,700 $ 42,700 S0r 275211 $ (15.489)
S 30,000 $ 30,000 $ 30,000 $ -
12,700 12,700 2,903 3,797
$ 42,700 $ 42,700 $ 32,903 $ 9,797
$ 27,211
5,692



Statement RB-10

STATE OF NEW MEXICO
RESRRVE INDEPENDENT SCHOCLS
Non-Major Special Revenue Fund - Breakfast Program Fund
Statewment of Revenues and Expenditures -
Budget and Actual (Non-GARP Budgetary Basis)
Year Ended June 30, 2015

Variance
Origimnal Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
State eources £ ~ $ 2,313 S 1,747 $ (564)
Total revenues S - $ 2,311 [ 1,747 $ (564)
EXPENDITURES
Food services $ - 8 2,311 $ 2,311 $
Total expenditures $ - $ 2,311 $ 2,311 $ -
REVENUES
Budgetary basis S 1,747
Increagse in due from grantor 564
Modified accrual basis g 222311

The accompanying netesa are an integral part of thegse financial statements.
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Statement B-11

STATE OF NEW MEXICe
RESERVE INDEPENDENT SCHOOLS
Nen-Major Spec¢ial Revenuve Fund - Fresh Fruite & Vegetablee Fund
Statement of Revenues and Bxpenditures -
Budget and Actual {Non-GAAP Budgetary Basis)
Year Ended June 30, 2015

Variance
Original Pinal Favorable
Budget Budget Actual (Unfavorable)
REVENUES
State sources $ 5 1,398 $ 60 $ {1,338)
Total revenues $ - $ 1,398 S 60 S {(1,338)
EXPENDITURRS
Fcod services $ - $ 1,398 $ 60 8 1,338
Total expenditures -} - [ 1,398 8 60 § 1,338

The accompanying notes are an integral part of these finmancial statements.
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Statement B-~12

STATE OF NEY MEXICO
RESERVE INDEPENDENT SCHOOLS
Non-Major Special Revenue Fund - Catron County Grant
Statement of Revenuesg and Expenditurep -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2015

Variance
Original rinal Pavorable
Budget Budget Actual (Unfavoradble)
REVENUES
Local sources $ - $ 2,000 $ 2,000 $ -
Total revenues S - $ 2,000 $ 2,000 $ "
EXPENDITURES
Direct instructicn 8 2 $ 2,000 $ 2,000 $ -
Total expenditures $ - $ 2,000 $ 2,000 [ -

The accecmpanying nctes are an integral part of these financial statementcs.
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REVENUES
Charees for services

Total revenues

EXPENDITURES
Direct instruction

Total expenditures

BUDGETED CASH BALANCE

STATE OF NEW MEXICO

RESERVE INDEPENDENT SCHOCLS

Non-Major Special Revenue Fund - Athletics
Statement of Revenunes and Expenditures -
Budget and Actual {Non-GAAP Budgetary Basis)

Year BEnded June 30, 2015

Statement B-13

Variance

Original Final Favorable

Budget Budget Actual (Unfavorable)
$ 8,700 8,700 7,389 $ (2.391)
$ 8,700 8,700 7.309 s {1,391)
S 8,700 8,700 8,700 S
$ 8,700 8,700 8,700 3 -
8 . a

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

STATE OF NEW MEXICO
RESERVE INDEPRNDENT SCHCOLS
Non-Major Special Revenue Fund - Cafeteria
Statemment of Revenues and Expenditures -
Budeet and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2015

variance
®riginal Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Charges for aervices $ 6,144 ) 6,144 ) §,984 S 840
Federal sources €7,050 67,050 55,245 {11,805}
Barnings from investments - = e = &

Total revenues

EXPENDITURES
Food sgervice

Total expenditures

BUDGETED CASH BATANCE

EXPENDITURES
Budgetary basis

Decrease in inventory

Modified accerual basis

] 73,194 $§ 73,194 $ 62,235 § (10,959)

$ BL,462 $ 83,482 5 81,804 § 1,678

$ 81,462 $ 83,482 $ 81,804 $ 1,678

3 8,268 $ 10,288

§ 81,804

367
$ 82,171
E—— " —— 3

The accompanying notes are an integral part of these financial statements.
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NON-MAJOR CAPITAL PROJECTS FUND

PUBLIC SCHQOLS CAPITAL OUTLAY - To account for funding which is to
be used by the District to promote the comprehensive integration of
advanced technology in an educational setting, through the conduct
of techmnical assistance, professional developwent information and
resource dissemination and collaboration activities. Authorization
NMSA 22-315A-1.

I



STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOCLS
Non-Major Capital Projects Funds
Balance Sheet
June 30, 29015

Public Schaols
Capital Outlay

Pund
ASSETS
Cash on deposit S
Taxes receivable =
Total assets $ -
LIABILITIES
Accounts payabkle 5 -
Total liabilities -
FUND BALANCE
Restricted -
Total fund balance =
Total liabilities and
fund balance g =

The accompanying notes are an integral part of thege financial statewments.
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STATE OF NEN MEXICO
RESERVE INDEFPENDENT SCHOOQOLS
Non-Major Capital Projects Funds
Statement of Revenueg, Expenditures
and Changes in Fund Balancea
Year Ended June 30, 2015

Public 8chools
Capital Outlay
Fund

REVENUES
Taxes 5
State gourcesg ~
Earninge from investments -

Total revenues

EXPENDITURES
Instructional support 238
Capital outlay

Total expenditures 238

Net change in fund balance {238)

Fund balance at beginning

of year 238

Fund balance at end of year $ -

The accorpanving notes are an integral part of these financial statements.
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Statement (-3

STATE OF NEWN MEBXICO
RESRRVE INDEPENDENT SCHO®SLS
Non-Major Capital Projects Fund - Publie Schools Capital OQutlay Fund
Statenent of Revenuee and Expenditures -
Budget and Actual (Non-GAZP Budgetary Basis)
Year Ended June 36, 2015

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Earnings from investments $ $ =X Pfg . - cum 5 =
Total revenues $ - § - S - ] -
EXPENDITURRS
Capital ocutlay S 238 S 238 S 238 $ -
Total expenditures $ 238 § 238 S 238 S =
BUDGETED CASH BAiI.ANCE 5 P $ =

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

OPERATICNAL FUND - This fund is the chief operating fund of the
School District. It is used to account for all financial resources

of the School District except for those regquired to be accounted
for in another fund.

TEACHERAGE FUND - To account for rescurces received f£rom the rental
of School owned facilities.

TRANSPORTATION PUND - To account for resgsources received from the

Public Education Department to be used only for eligible to and
from school transportation cos8ts.

INSTRUCTIONAL MATERIALS FUND - to account for resgources received

from the Public Education Department to be used to purchasze
materials used as the basis for instructiomn.



STATE OF NBW MEXICO Statement D-1
RESERVE INDEPENDENT SCHOOLS
Combining Balance Sheet
General Fund
June 30, 2015

Instructional
®perational Teacherage Transporation Materials Toral
ASSETS
Cash on deposit § 671,033 $ 37,898 S 40,541 ] 7,484 $ 756,956
Accounts receivable, cellectible o 277 = ' - - 277
Total asgets $§ 671,310 $ 37.898 $ 40,541 S 7,484 § 757,233
LIARILITIES
Accounts payable $ - $ . $ - $ = S -
Rental deposits : 1.250 - = 1,250
Total liabilities - 1,259 E - 1,250
FUND BALANCES
Nonspendable : = = - -
Regtricted - 36,648 40,542 7,484 84,673
Unassigned 671,31¢ = e = AT R ___671,21e¢
Total fund balance 671,310 36,648 40,541 7,484 755,583
Total liabilities and
fund balance $ 671,310 $ 37,898 $ 40,541 g 7,484 $§ 757,233

The accompanying notes are an integral part of these finmancial statements.
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Statement D-2
STAYE OF NER MEXICO
RRSERVE INDRPENDENT SCHCOLS
Combining Statement of Revenues, Expenditures
and Changes in Fund Balances
General Fund
Year Ended June 30, 201S

Ingtxuctional
Operational Teacherage Tranpportatien Materials Total
REVENUES
Property taxes $ 20,608 $ - $ S $ - $ 20,608
Charges for services 409 16,253 - - 16,662
Lecal sources 106,294 - - 106,294
State aocurces 2,451,710 - 216,504 9,079 2,717,293
Federal sources 48S,591 ~ = - 485,591
Barninge from investments - 221 26 - . - 247
Total revenues 3,104,833 16,279 216,504 5,079 3,246,695
EXPENDITURES
Direc¢t instruction 1,341,311 - - 4,561 1,345,872
Imstructional support 1,082,813 7,958 178,452 1,269,229
Food service 39,270 - = - 39.270
Capital outlay 30,904 24,781 17, 225 - 13214910
Total expenditures 2,554,303 32,740 195,677 4,561 2,787,281
Net change in fund balance 550,530 (16, 461) 20,827 4,818 559,414
Furd balance at beginning of year 120,789 53,209 18,714 2,966 196,569
Pund balance at end of vear $ 671,310 $ 36,648 $ 40,541 - 7,484 § 755,883

The accompanying notea are an integral part of these financial statewents.
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Statement [3-3

STATE OF NEW MEXICO
RRSERVE INDEPENDENT SCHOOLS
General Fund -~ Operational Fund
Statement of Revenues and Expenditures
Budget and Actual (Non-GAAFP Budgetary Baeis)
Yeay Ended June 30, 2015

Variance
Original Final Favorable
Budget Budget Actual {Unfavorable)
REVENUES
Taxes $ 20,571 S 20,571 $ 29,790 5 219
Charges for services - : 409 409
Local sources = 82,019 106, 254 17,278
State sources 2,437,000 2,492,088 2,491,710 {378)
Federal sources - 22,187 485,591 463,394
Earninge from investments 300 300 221 {79)
Total revenues $ 2,457,871 S 2,624,175 § 3,105,018 $ 480,840
EXPENDITURRBS
Direct instruction 5 1,407,072 S, 13734326 S~ 143415,31 1 ) 32,005
Instructional support 1,081.684 1,239,295 1,082,818 156,477
Fcod gervices 33,980 40, %60 39,270 1,710
Capital outlay 50,904 90,904 -
Total expenditures § 2,522,736 § 2,744,495 § 2,554,302 S 190,192
BUDGETED CASH RALANCE 8 64,865 8 120,320
REVBMNUES
Budgetary basis $§ 3,185,015
[Decrease) in receivables {lag)
Modified accrual basis $§ 3,104,833
—y

The accompanylng notes are an Integral part of these filnancial statements.
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Statement D-4

STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHCOLS
General Fund - Teacherage Fund
Statement of Revenues and Expenditures
Budget and Actual {Non-GAAP Budgetary Basis)
Year Ended June 30, 201§

Variance
Original Final Favaorabie
Budget Budget Actual {Unfavorable)
REVENURS
Taxesg $ - 8 B S - 8 z
Charges for eervices 10,600 10,600 16,283 5,653
Laoc¢al sources - - - -
State sources - - - =
Federal sources - - - -
Barnings from inveetmente . s 26 26
Total revenues 8 10,600 $ 10,600 8 16,279 $ 5,679
EXPENDITURES
Direct instruction $ - $ - $ - ] -
Instructional support 21,2590 21,280 7,959 13,201
Food services - - - &
Capital outlay 45,310 4%,310 24,781 20,529
Total expenditures $ 66,560 8 66,560 $ 32,740 3 33.829
BUDGETED CASH BALANCE ] 55,960 8 55:960

The accompanying netes are an integral parxrt of these financial etatements.
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STATE OF NBW MEXICO
RESERVE INDEPENDENT SCHOOLS

Statement ®-5

General Pund - Transportation Fund
Statement of Revenues and Bxpenditures

Budget and Actual

REVENVES
Taxes
Charges for services
Local scurces
State sources
Federal sourcesg
Barninge from investmente

Total revenues

EXPENDITURES
Direct instruction
Instructional euppozrt
Food service

Total expenditures

BUDGETED CASE BALANCE

(Non~-GAAP Budgetary Basis)
Year Ended June 30, 2015

vVariance

Original Final Favorable
Budget Budget Actual (Unfavorable)
- $ = $ o
196,051 216,504 216,504 =
196,051 216,504 $ 216,504 $ -
“ - 4 = $ -
196,051 226,361 195,677 30,6984
196,051 226,361 5 195,677 S 30,684

- 9,857

The accompanying notes are an integral part of these financial statements.
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STATE OF NEN MEXICO
RESERVE INDEPENDENT SCHOOLS
General Fund - Inatructional Materials
Statement ©f Revenues and Expenditures -

Fund

Budget and Actual (Non-GAAP Budgetary Basis)

REVENUES
Taxes
Charges for services
Local scources
State gsources
Federal sources
Barnings from inveegtments

Total revenues
EXP3NDITURES
Direct instruction

Ingtructional puppert
Food services

Tatal expenditures

BUDGETEDM CASH BALANCE

Statement B-6

The az¢ompanying netes are an integral part of these financial gstatements.
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Year Ended June 3D, 2015
Variance
Original Final Favorable
Budget Budget Actunal (Unfavorable)
y - %
7,325 8,75% 9,079 328
7.325 8,751 9,079 $ 338
7.325 11,716 4,561 s 7,155
7,325 11,716 4.561 -] ?7.155
- 2,965
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Schedule I

STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOOLS
Schedule of Proportiocnate Share of the Net Pension Liability
Educational Retirement Hoard (ERB} Pension Plan
last 10 Fiecal Years?®

2014
Reserve Independent School Dietrict's
proportien Of net pension liability (asset) 0.05242%
Resexrve Independent School District's
proportionate share of the net pension liability (asset) $ 2,990,937
Reserve Independent School Dietrict's
covered-employee payroll % 1,444,963
Reserve Independent School District's
proportiocnate share of the net pension liability (asset)
as a percentase of ites covered-employee payrell 207%
Plan fiduciary net position as a percentate of the total
pension liabilicy 66 .54%
*The amounts presented were determined as of June 30. This schedule is presented to
i{1lustrate the requirement to show information for 10 years. However, until a full

10-year trend is compiled, Reserve Independent S8chool District will present information
for those years for which information ig available.

See Independent Auditor's Report
See notes te required zupplementazy information
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Schedule rY

STATE QF NEW MBXICC
RESERVE INDEPENDENT SCHOOLS
Schedule of Contributions
Educational Retirement Board (ERB) Peneion. Plan
Last 10 Fiscal Yearsr®

201%
Contractually required contributions S 216,363
Contributions in relation to the contractually reqguired
Contribution 216, 363

Contribution deficiency (excess) 3 -

Repexrve Independent School District'sg
covered-employee payroll $1,556¢,566

Contribution a8 a percentage of covered-
employee payroll 13.90%

*The amounte predented were determined as of June 30. This schedule is presented to
illustrate the requirement to show information for 10 years. However, until a full
10-year trend is compiled, Reserve Independent School Dietrict will present information
for those years for which information is available.

see Independent zuditor's Report
See mnotes to required supplementary infermation
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STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHQOOLS
Notes to Required Supplementary Information
Year Ended June 30, 2015

Changes in benefit terms.

The COLA and retirement eligibility benefit changes in recent years are
@escribed in the Benefits Provided gubsection of the financial
statement note disclosure Pensiocn Plan - Bducatiocnal Retirement Board,
General Information on the Pension Plan,

Changes of assumptions.

Per the ERB FYl4 annual audit Management Digcussion and Analysig, ERB
conducts an actuarial experience study every two years. The actuarial
experience study, presented to the Board of Trusteer on April 26, 2013,
compiled data for the six year period ending June 230, 2013.

1. Fiscal year 2014 and 2013 valuation aeeumptions that changed based
on this study:
a. Lower wage inflation from 4.75% to 4.25%
b. Lower payroll growth from 3.,75% to 3.5%
c. Minor changer to demographic assumptions
d. Population growth per year from 0.75% to 0.,50%
2. Agsumptions that were not changed:
a. Investment return will remain at 7.75%
b. Inflation will remain at 3.00%

See also the Actuarial Asgsumptions subsection of the financial
statement note disclosure Pension Plan - Educational Retirement Boaxd,
General Information on the Pensgion Plan

See Independent Auditor‘’s Report
See notes to required supplementary information
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Cash balance, June 39, 2414
Cash Receipts, 2014-2015

Cash Disbursements, 2014-2015

Cash balanec, June 30, 201S

Cash balance, June 30, 2014
Cash Re:eipte, 2014-2015

Cagh Digbursements, 2014-2815

cash balance, June 30, 2015

Cash balance, June 30, 2014

Cash Receipts, 2014-201%

Cash Digbursements. 2014-2015

Cash balance, June 24, 2015

STATR OF NEW MEXICE
RESKRVE INDEPENBENT SCHAOIS
schedule of Cash Receipte and
Disbursements « All Funds by
Schoonl District Classification

Year Ended June 30, 2915

Schedule 111

Ingkructional
Operational Teacherage Tranaportation Materials Cafeteria Athletics
$ 120,321 $ S4, 259 $ 19,714 $ 2.966 $ 13.350 1.748
3,105, 015 16,279 216,504 9,079 75,177 8,689
{2,554, 303) (32, 74¢) {195,677) (4,561) {78,239) {10,437)
5 671,033 $ 37,898 3 40,541 - 7,484 $ 10,288
capital
Lacal/ Federal Bond Improveneat Public Schools
state Prajects Bu{lding SB- 8 Capital Qutlay Agency
$ (2,009} $  (209,618) $ 2,337,214 $ 62,57% 3 238 43,760
72,754 218,338 1,613 85,135 - 52,817
(B7.4393) (226,267) (333,7B5) {6.417) (238) (56,2B2)
$ (16,739 $ (117,547) §__ 3,095,042 9 142.289 $ - 40,235

Debt
Service

211,606

(29,421}

$ 122,185
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RFBA/RFPI Rmacuxoment

M/

HiR

foduive Tudependent School olstrict
SCHEDVIE OF VENIOR ENFORMRTION

{Zor Purchazes Exceading $§80,000 cxcluding GHY)

Pramored by (Agancy Statr Nane): Odelis DIlgzdo

Type of

Set~ice

fervice

Curchase

axarded Jeador

CREC

Greer Stafrford/SJCE

Architecture,

CES

inc.

$

8

Aromnt o
Avarded
Contzzat,

70,000

8,588,000

108,129

§

$

$

Asdruant of

Comgract

66, 531

8,548,000

108,128

Fos che Year Bnded Junc 3G, 2815

Title: Buainesa Mauager

Name and Phyeical Address of
All Bampondsmtg

CREC
5323 Menaut Blvd NC
Albuqunerque, NN A7130

Wwiltioms Desiqgn Group,
1028 S Main Suita A
Lag Cruces, NM ARQCS

$tove Nawhy Architects
1042 S Kaim Street
Las Zrucea, N BBCOS

¥CA Architacts
1306 Ria Grande Blvd HN
Albuquerqua, M 87104

¥shZman Scudic ArcmiteclLure
20§ Broadway Blvd SE
Albuquarque, NM ¥7L1G

EBr Architaectse

Cne Fark Bquare

6501 americae Ekwy NE  Scile
308 Albuque . tque,
o 87130

The Bartman 4 Majew=ki Tasign
Grolp 120
Taagar Br SE Sto 100
AbuQuérque, NN 8718§

ASA Architects
PO Box 146
Lag Ccuces, u¥ B830LL

Grear Stafford/sJcs
Architecture, Inc.

1717 louielana Blvd NE Suite
209

Albufquerque, NM B712:0

Ces

TO Bax 9222X

Alboquerqgoe, NM RI119

Bata:

Novembexy 4,

In-ftata/Out-
Af=-Stata

¥Bndor

In-State

in~-Szate

in-8tsce

Scheduvle IV

$cope of work

Specrh/Lsrnguige
Pattiologirt

Airchitectural Services

2 Chevy Susuroans, hi
Caevy Sounic



Source and Program

STATE OF NEW MEXXCO
RESERVE INDEPENDENT SCHOCLS
Schedule of Expenditures of Federal Awards
Year Bnded June 3¢, 2018

Federal Pass-Through Federal
Humber— r Expenditures

U.S. Department of Education
Direct Programs:

RBAP 84.358 25.233 $ 4,232

Pase=d through State of NM
Department of Education:

Imgact aid 7Title X

Chapter 1) Basgic 84.010 24.101 136,358
IDEA-BR Batitlement B4 .027 24 .10s6 52,947
IDBA-B Preschool 84.027 24.109% 6,402
Improving Teacher Quality B4.367 24.154 17,509
NMAutism Project 84.027 24,1038 8,819

Sub-total 222,035

U.S. Department o rigulture
Passed through State of NWM

Departmert—of Educatlon:

National Schosl Lunch Proeram 10.855 21.000 33,665
School Breakfast Program 10.583 21.000 19,218

Pass2d through State of NM
Health and Human Services:

J.5.D.A. Commcdities 10.550 N/A 5,480

Passed through State of nNM
Department of Finance

and Administration:

xForest Reserve 10.€65 N/A 485,591

Sub-total 543,964

Total Expenditures of Federal Awards s 770,233

Hotes to Schedule of Bxpenditurest of Federal Awardsg

1

Basle of Presentation

Tae accompanying Schedule of Expenditurxes of Federal Awards includes the federal
grant activity of the Reserve Independent Schools and is presented on the modified
accrual basis of accounting, which ie the same basis as was used to prepare the
financlal statements. The information in this schedule le presented in accordance
with the reequirements of OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Therefore, some-amounte presented in this schedule
ray differ £rom amounts presented in, or uesed in the preparation of the financial
scatements.

Non-Cash Assistance

The District did not recelve any federal awards in the form of non-¢ash assistance
except for U.S8.D.A. Commodities during the vear,

Subrecipients

Tae District did not provide any federal awards to eubrecipients during the year.

*Treated as a Major Program
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AUDITING CERTIFIED PUBLIC ACCOUNTANTS TAX PLANNING
BOOKKEEPING 11805 Menaul NE TAX PREPARATION
(505} 292-8275 Albuquerque, NM 87112 FAX (505) 294-8904

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR’S REPORT

Mr, Tim Keller

New Mexico State Auditor
and

Beard of Education

Regerve Independent Schools

Reserve, New Mexico

We have audited, in accordance with the auditing standards
generally accepted in the United States of America and the
standarda applicable to financial auvdits contained in Goveranent
Auditing Standards igsued by the Comptroller General of the United
States the financial gstatements of the governmental activities,
each major fund, and the aggregate remaining fund information, the
budgetary comparisong of the &eneral, Title I and PL 94-142
Entitlement Funds of the Reserve Independent Schools, as of and for
the year ended June 30, 2015 and the related notes to the financial
astatements, which collectively comprise the Reserve Independent
Schools bhasic financial statementa, and the conbining and
individual funds and the related budgetary comparisons of the major
Capital Project and Debt Service Funds and all non-major funds,
presented as supplemental information, and have issued our report
thereon dated November 4, 2015.

Internal Control Over Financi Re in

In planning and performing our audit, we considered the Reserve
Independent Schools intermnal control over financial reporting as a
basis for designing our auditing procedures for the purpose of
expressing our opinions on the financial statements, but not for
the purpose of expreesing an opinion on the effectiveness of the
Reserve Independent Schocls internal control over financial
reporting. Accordingly, we do not express an opinion on the
effectiveness of the Reserve Independent Schools internal control
over financial repoxting.

A deficiency 1in internal control exigte when the design or
operation of a control does not allow management or employees, in
the normal course of performing their assigned functiong, .to
prevent or detect and correct misstatement® on a timely basis. A
material weakneags is a deficiency, or combination of deficiencies,
in internal control such that there is a reasonable possibility
that a material misgtatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis.



A significant deficiency ir a deficiency, or a combination of
deficiencieg, in internal control that 1is less severe than a

material weakness, yet important enough to merit attention by those
charged with governance.

Qur consideration of internal control over financial reporting was
for the limited purpose deacribed in the first paragraph of this
secticn and was not designed to identify all deficlencies in
internal control over financial ©reporting that might be
deficiencies, significant deficiencies oxr material weaknesses and
therefore, material weaknesses oxr significant deficiencies may
exist that were not identified.

Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be a material
weakness. However, material weaknesses may exist that have not
been identified.

Compliance and Other Matterg

As part of obtaining reasonable aseurance about whether the Reserve
Independent Schools financial 8tatements are free of material
misstatement, we performed teste of its compliance with certain
provisions of laws, regulationg, contracts, and grant agreementeg,
non-compliance with which could have a direct and material effect
on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an
opinion. The results of our teste disclosed instances of non-
compliance or other matters that are required to be reported under
Government Auditing Standarde, which are described in the
accompanying Schedule of Findings and Questioned Costs and the
Status of Findings and Responges as Contract Addendums Missin

(2015-001), U.S.D.A. Student Nutrition Reguests for Reimbursemen

not Complete (2015-002), Dailly Attendance Information Used for
U.S.D.A. Reimbursemente not Correct (2015-083) and Funds with
Deficit Fund Balances (2015-004) .

Resgponses to the Findings

Reserve Independent Schools responses to the findings identified in
our audit are described in the accompanying Schedule of Findings
and Quertioned Costs and Status of Findings and Responses. The
District‘e responses were not subject to the auditing procedures
applied in the audit of the financial statemente and, accordingly,
we expresg not opinion on them.

Purpoge of this Report

The purpose of this report is solely te describe the scope of our
testing of internal contrcl and compliance and the result of that
testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an
integral part of an audit perfermed in accordance with Government
Auditing Standards in considering the Reserve Independent Schools
internal control and compliance. Accordingly, this communication
is not suitable for any other purpose.

) 5 K -l
AL o et b T e,

Albugquerque, New Mexico
November 4, 201S
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AUDITING CERTIFIED PUBLIC ACCOUNTANTS TAX PLANNING
BOOKKEEPING 11805 Menaul NE TAX PREPARATION
(505) 292-8275 Albuquerque, NM 87112 FAX (505) 294-8904

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

Mr. Tim Kellexr

New Mexico State Auditor and
Board of Education

Regserve Independent Schools
Regerve, New Mexico

Report on CQmpliance for Each Major PFederal Program

We have audited Reserve Independent Schools compliance with the types
of compliance requirement2 described in the OMB Circular A-133
Compliance Supplement that could have a direct and material effect on
each of Reserve Independent Schools major federal programs for the year
ended June 30, 2015. Reserve Independent Schools major federal
programg are identified in the gummary of auditor’s rxesults gection of
the accompanying Schedule of Findings and Questioned Costs.

Management’s Responsibllity

Management is responsible for compliance with the reguirementes of laws,
‘regulations, contractas, and grants applicable to its federal programs.

Auditor’s Responeibility

Our xegponsibility is to express an opinion on compliance for each of
Reserve Independent 8chools major federal programs based on our audit
of the ¢types of compliance requirements referred to above. we
cenducted our audit of compliance in accordance with auditing standards
generally accepted in the United sStates of &America; the standards
applicable te financial audits contained in Government Auditing
Standards, issued by the Comptrollier General of the United States; and
OMB Circular A-133, Audits of States, Local Governments , and Non-
Profit Organizations. Those Standards and OMB Circular A-133 requires
that we plan and perform the audit to obtain reasonable assurance about
whether mnoncompliance with the types of compliance reguirewments
referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, en a test
bagig, evidence about Reserve Independent Schoole compliance with those
requiremente and performing such other procedures as we considered
necessary in the circumstances.



We believe that our audit provides a reasonable bagig for our opinion
on compliance fer each major federal program. Howevexr, our audit does
not provide a legal determination of Reserve Independent Schools
compliance.

Opinion on Each ¥ajor Federal Program

In our opinion, Reserve Independent Schools, complied, in all material
regpect®, with the types of compliance requirements referred to above
that could have a direct and material effect on each of its major
federal programs for the year ended June 30, 2015.

Report on Internal Control Over Compliance

Management o©f Reserve Independent Schools, is responeible for
gstablishing and maintaining effective internal control over compliance
with the types of compliance requirements referred to above. In

planning and performing our audit of compliance, we considered Reserve
Independent Schools internal control over compliance with the types of
requirements that could have a direct and material effect on each major
federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an
opinion on compliance for each major federal program and to test and
report on internal control over compliance in accordance with OMB
Circuwlar A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do
not express an opinion on the effectivenesas of Reserve Independent
Schoels internal control over cempliance.

A control deficiency in an entity’s internal control over compliance
exista when the design or operation of a c¢ontrol does not allow
management or employees, in the normal course of performing their
agcigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A
significant deficiency 1is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to
administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of
a federal program that is more than inconsequential will not be
prevented or detected by the entity’s internal control.

A material weakneas is a significant deficiency, or combination of
gignificant deficiencies, that results in more than a remote likelihood
that material noncompliance with a type of compliance requirement of a

federal program will not be prevented or detected by the entity’s
internal control.

Our consideration of internal control over conpliance wae for the
limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses e o significant
deficiencies. We did not identify any deficienciegs in internal control



over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is
golely to describe the scope of our testing of internal control over
compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any
other purpose.
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Albuquerque, New Mexico
Noverber 4, 2015



STATE OF NEW MEXICO
RESERVE INDEPENDENT SCHOOLS
Schedule of Findings and Questioned Costs
Year Ended June 30, 2015

Part 1 - Summa of Auditor R

Fla Type of Report - Unmodified

2.4 Significant Deficiency - NONE

3. Non-Compliance - NONE

4. Reportable Conditions Over Major Programs - NONE

= Type of Report Issued on Cowpliance with the Major Program -
Unmedified

6. A-133 Audit Findings - NONE
A Major Programs - Forest Reserve CFDA #10.665

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

9. Reserve Independent Schools did qualify as a low-risk auditee

Part 2 - Findings

Contract Addendums Missing (2015-001), U.S.D.A Student Nutrition
Requests for Reimbursement Not Complete (2015-002), Daily
Attendance Information used for U.S.D.A Reimbursements not Correct
(2015-003) and Funds with Deficit Fund Balances (2015-004) .

Part 3 - Questioned Cogrts

NONE
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STATUS OF FINDINAY AND RESPONSES
Prior Year Audit Findings:

Budget Overruns (2014-001]) - Resolved,

Current Year Audit Findings:

Contract Addendums Missing (2015-001)

U.S.D.A Student Nutrition Requests for Reimbureement Not
Complete (2015-002)

Daily Attendance Information used for U,S8.D,A Reimbursements
not coxxrect (2015-003)

Funds with Deficit Fund Balances (2015-004)
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Financial Statement Finding

Contract Addendumg Missing - Other Matter

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

RESPONSE

(2615-001)

Three out of ten employees were paid more than
their original contract. A contract addendum
was not present for the additional duties and
pay. Contract addendums should include:

i, A statement as to what eriginal contract
is being amended.

24 That the increase in pay is subject to
all applicable income taxes.

< What additional duties, hours/days will

be needed to earn the additional pay.

All contracts shcould specifically identify
rate of pay, hours, duties, income taxes, etc.
to ensure both parties understand the
additional requirements and method of payment.

Management was not aware of this procedure to
ensure all amounts/duties were agreed to by
both the employee and Management of the School
District.

Paymentr to employees could be incorrect by
amounts paid based on the contract used.

Management Bshould prepare all contract
addendums to ensure all regquired information
is included, as soon as possible.

The Superintendent will ensure that
appropriate contracts are prepared and kept on
file to show salary payments made in excess of

an employee’s regular contract (by the end of
this fiscal year).
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Financial Statement Finding

USDA Student Nutritiom Re | nt

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDRTION

RESPONSE

Not Cemplete = he

{2015-002)

The reimbursement request form for April,
2015 &submitted to the USDA did not
include all the information. This cauged
the school district to receive only
$2,208 of which they should have received
$5,335.

Reimbursement requests should be filled
out with all necessary information and
reviewed before gubmission to the New
Mexico Department of Education.

Management did not have an employee
responsible for reviewing these requests
for completeness before submission to the
New Mexico Department of Education.

The School District did not receive
$3,128 in revenue Tresources it was
entitled to.

Management should ensure that an employee
is derignated with the responsibility of
reviewing these reimbursement requests
before they are submitted.

The Superintendent will review each USDA
Student Nutrition Reimbursement Request
and certify its accuracy throughout the
fiscal year.
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Financial Statement Finding

Daily Attendanc mat i

for USDA Reimbursements Incoxrect - Othé; Matter

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

RESPONSE

(2015-003)

The attendance recordse used to prepare USDA
reimbursement regquests shows on average of 51
children lowex than the previous year.
However, enrollment records show a decrease of
only 13 children.

Uneerlying support records used to prepare
reimbursement requests need to be complete and
accurate 8o reimbursement reguests  are
correct,

It is unclear at this time as to why this
difference occurred.

The School District received $2,833 less than
the previous year in Lunch and Breakfast
reimbursement from the USDA.

Management should ensure that an employee ig
designated with  the responsibility of
reviewing these reimbursement requests before
they are submitted.

The Superintendent will review each USDA
Student Nutrition Reimbursement Request and
certify its accuracy throughout the £fiscal
year.
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Financial Statement Finding

Funds with Deficit Fund Balances - Other Matter

CONDITI®N

CRITERIA

CAUSE

EFFECT

RECOMMENDAT ION

RESPONSE

(2015-004)

The Cafeteria and Athletic funds ended with a
negative fund balance at the end of the year.
Cafeteria by $9,281 and Athletics by $1,341.

All funde administered by the School District
need to be monitored to ensure a deficit fund
balance is not created.

The funds did not receive enough in revenues
to cover all of the expenses for the year,

The Operatiocnal Fund will now have to absorb
these deficits which are not budgeted for in
the 2016 figecal year.

Management should review these funds to ensure
deficits are not created. If these funds
cannot provide enough resources to cover the
expenses then they need tc be expended from
the Operational Fund. Also, budget
adjustments need to be approved gso the
expenditures can be spent from the Operational
Fund.

The Superintendent will ensure these two funds

will not be in a defiecit at the end of the
fiscal year.
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PINANCIAL STATEMENT PREPARATION

The combining and individual fund financial statements and notes to
the financial statements for the year ended, June 30, 2015 were
prepared by Rice & Associates, CPA, based on managements chart of
accounts and trial balances including any adjusting, c¢orrecting or
closing entries approved by management. Thege services are
ailowable under SAS 115.

EXIT CONFERENCE

An exit conference was held at the School Disgtrict on November 4,
2015, to diescuss the current audit report. In attendance were Mr.
Bill Green, Superintendent, Ms. Odelia Delgado, Business Mahager,
Mr. Antonio Lucero, Contract Auditor and Ms. Pamela A. Rice, CPA,
Contract Auditor.
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