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QACCOUNTING FINANCIAL
 SOLUTIONS

INDEPENDENT AUDITORS' REPORT

Tim Keller, State Auditor,

The Council and

The Audit Committee of

Central Region Educational Cooperative No. 5

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, the aggregate remaining
fund information, and the budgetary comparisons for the general fund and major special revenue funds of Central Region
Educational Cooperative No. 5, as of and for the year ended June 30, 2015, and the related notes to the financial statements which
collectively comprise Central Region Educational Cooperative No. 5 basic financial statements as listed in the table of contents.
We also have audited the financial statements of each of Central Region Educational Cooperative No. 5’s nonmajor governmental
and the budgetary comparisons for all nonmajor funds presented as supplementary information, as defined by the Government
Accounting Standards Board, in the accompanying combining and individual fund financial statements as of and for the year
ended June 30, 2015, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to Central Region Educational Cooperative No. 5’s preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control.  Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present faitly, in all material respects, the respective financial position of
the governmental activities, each major fund, and the aggregate remaining fund information of Central Region Educational
Cooperative No. 5, as of June 30, 2015, and the respective changes in financial position thereof and the respective budgetary
compatisons for the general fund and major special revenue funds for the year then ended in accordance with accounting
principles generally accepted in the United States of America. In addition, in our opinion, the financial statements referred to
above present fairly, in all material respects, the respective financial position of each nonmajor governmental of Central Region
Educational Cooperative No. 5 as of June 30, 2015, and the respective changes in financial position thereof and the respective
budgetary comparisons for all nonmajor funds for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

5|Page
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QACCOUNTING FINANCIAL
£ SOLUTION S

Tim Keller, State Auditor,

The Council and

The Audit Committee of

Central Region Educational Cooperative No. 5

Emphasis of Matter

As discussed in Note I.C and Note IV.F, during the year ended June 30, 2015 Central Region Educational Cooperative No. 5
adopted new accounting guidance, Governmental Accounting Standards Board Statement No. 68 Acounting and Financial Reporting for
Pensions—an amendment of GASB Statement No. 27. Our opinions are not modified with respect to this matter.

Other Matters
Reguired Supplementary Information

Management has omitted the management’s discussion and analysis that accounting principles generally accepted in the United
States of America require to be presented to supplement the basic financial statements. Such missing information, although not 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. Our opinion on the basic financial statements is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on Central Region Educational Cooperative No. 5’s financial
statements, the combining and individual fund financial statements, and the budgetary comparisons. The schedule of
expenditures of federal awards, as requited by Office of Management and Budget Circular A-133, Audits of States, 1.ocal
Governments, and Non-Profit Organizations is presented for purpose of additional analysis and is not a required part of the basic
financial statements.

The Schedule of Expenditures of Federal Awards and other schedules required by 2.2.2 NMAC are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with the auditing standards generally accepted in the United States of America. In our
opinion, the Schedule of Expenditures and other schedules required by 2.2.2 NMAC are fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 17, 2015 on our consideration
of the Central Region Educational Cooperative No. 5's internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering Central Region Educational Cooperative No. 5’s
internal control over financial reporting and compliance.

osads g Fmonns! SobiZsno, S0

September 17, 2015
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STATE OF NEW MEXICO

CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

STATEMENT OF NET POSITION
June 30, 2015

Assets
Cash and cash equivalents
Receivables:
Grant
Due from other governments
Non-current:

Depreciable capital assets, net
Total Assets

Deferred Outflows of Resources:
Contributions to pension subsequent to the measurement date
Change in proportionate share of pension liabiity

Total Deferred Outflows of Resources

Liabilities
Accounts payable
Compensated absences
Long-term liabilities other than pensions:
Due within one year
Due in more than one year
Aggregate net pension liability
Total Liabilities

Deferred Inflows of Resources
Advances of federal, state, and local grants
Difference between expected and actual experience
Net difference between projected and actual investment earnings on plan investments

Total Deferred Inflows of Resources

Net Position
Net investment in capital assets
Restricted for:

Special revenue funds
Unrestricted
Total Net Position

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

FINANCIAL SECTION
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STATE OF NEW MEXICO
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

STATEMENT OF ACTIVITIES
Year Ended June 30, 2015

Net (Expense) Revenue and

Program Revenues Changes in Net Position

28vdle

NOILLDHS TVIONVNIA

Charges for Operating Grants Capital Grants Governmental
Functions/Programs Expenses Services and Contributions and Contibutions Activities
Primary government:
Governmental activities:
Instruction $ 9,075 $ 13,243 $ 8,720 $ - $ 12,888
Support Services - Students 4,555,339 - 4,376,737 - (178,602)
Support Services - Instruction 704 - 676 - (28)
Support Services - General Administration 161,808 - 155,464 - (6,344)
Central Services 274,396 - 263,638 - (10,758)
Operations & Maintenance of Plant 52,506 - 50,447 - (2,059)
Other Support Services 35,348 - 33962 - (1,386)
Total governmental activities $ 5,089,176 $ 13,243 $ 4,889,644 $ - (186,289)
General revenues:
Grants and contributions not restricted -
Change in net position 186,289)
Net position - beginning 571,712
Restatement (4,897,551)
Net position - beginning as restated (4,325,839)

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

Net position - ending

$  (4512,128)



STATE OF NEW MEXICO
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

GOVERNMENTAL FUNDS
Balance Sheet
June 30, 2015

Assets
Cash and cash equivalents
Receivables:
Grant
Due from other governments
Due from other funds
Total assets

Liabilities, deferred inflows, and fund balance
Liabilities:
Accounts payable
Due to other funds
Total liabilities

Deferred inflows of resources:
Advances of federal, state, and local grants

Fund balance:
Restricted for:
Special revenue funds
Unassigned
Total fund balance

Total liabilities, deferred inflows
of resources, and fund balance

Negligent,
Javits Gifted &  Entitlement ~ Discretionary Preschool Delinquent or
General Talented IDEA-B IDEA-B IDEA-B At-Risk
Fund Fund #24102  Fund #24106  Fund #24107 Fund #24109  Fund #24123
$ 9,259 % 3,807 % - $ 21,137 % 4415 % -
82,952 - 29,813 - - 53,823
108,892 - - - - -
$ 201,103 § 3,807 % 29,813  § 21,137 § 4415  § 53,823
$ 9,599 § - 8 - 8 - 8 -3 -
31,153 - 29,813 - - 53,823
40,752 - 29,813 - - 53,823
- 3.807 - 21,137 4,415 -
160,351 - - - - -
160,351 - - - - -
$ 201,103 § 3,807 % 29,813  § 21,137 § 4415  § 53,823

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

FINANCIAL SECTION
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STATE OF NEW MEXICO

CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

Assets
Cash and cash equivalents
Receivables:
Grant
Due from other governments
Due from other funds
Total assets

Liabilities, deferred inflows, and fund balance
Liabilities:
Accounts payable
Due to other funds
Total liabilities

Deferred inflows of resources:
Advances of federal, state, and local grants

Fund balance:
Restricted for:
Special revenue funds
Unassigned
Total fund balance

Total liabilities, deferred inflows
of resources, and fund balance

GOVERNMENTAL FUNDS
Balance Sheet
June 30, 2015
State

Title XIX Discretionary ~ School Based Other Total
Medicaid IDEA-B Health Center  Governmental ~ Governmental

Fund #25153  Fund #27200 Fund #29130 Funds Funds
$ 129,111 $ - $ - $ 2,095 $ 169,824
- 102,074 1,193 - 269,855
- - - - 108,892
37,995 - 178,868 - 216,863
$ 167,106 $ 102,074 $ 180,061 $ 2,095 $ 765,434
5 - s s s - 959
- 102,074 - - 216,863
- 102,074 - - 226,462
- - - 2,095 31,454
167,106 - 180,061 - 347,167
- - - - 160,351
167,106 - 180,061 - 507,518
$ 167,106 $ 102,074 $ 180,061 $ 2,095 $ 765,434
(20f2)

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

M| Page



THIS PAGE INTENTIONALLY LEFT BLANK

FINANCIAL SECTION
12| Page



STATE OF NEW MEXICO
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

RECONCILIATION OF THE BALANCE SHEET - ALL. GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
June 30, 2015

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

Fund balances - total governmental funds $ 507,518
Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds.
Capital assets 76,426
Accumulated depreciation (69,710)
Deferred outflow of resources are not financial resources, and therefore are not reported
in the funds and include:
Contributions to pension subsequent to the measurement date 376,667
Change in proportionate share of pension liabiity 351,755
Long-term liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the funds
Accrued vacation payable (24,598)
Net pension liability (5,181,9306)
Deferred inflow of resources are not financial resources, and therefore are not reported
in the funds and include:
Difference between expected and actual experience (77,192)
Net difference bewtween projected and actual investment earnings on plan investments (471,058)
Net position of governmental activities $ (4,512,128)
The notes to the financial statements are an integral part of this statement.
FINANCIAL SECTION
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STATE OF NEW MEXICO

CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

GOVERNMENTAL FUNDS

Statement of Revenues, Expenditures, and Changes in Fund Balance

Revenues:
Intergovernmental - federal grants
Intergovernmental - state grants
Charges for services

Total revenues

Expenditures:
Current:
Instruction
Support services:
Students
General Administration
Central Services

Operation & Maintenance of Plant

Other Support services
Total expenditures

Excess (deficiency) of revenues
over expenditures

Other financing sources and financing uses:

Transfers in
Transfetrs out

Total other financing sources and financing uses

Net change in fund balance

Fund balance at beginning of the year

Fund balance at end of the year

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

FINANCIAL SECTION
14| Page

Year Ended June 30, 2015

Javits Gifted & Entitlement Discretionary

General IDEA-B IDEA-B
Fund Fund #24102 Fund #24106  Fund #24107
$ - $ $ 139,636 $ -
3,611,540 - -
13,243 - -
3,624,783 139,636 -
4,241 4,448 -
3,301,490 131,317 -
138,443 - -
199,304 14,473 -
52,430 - -
35,297 - -
3,731,205 150,238 -
(106,422) (10,602) -
- 10,602 -
(583) - -
(583) 10,602 -
(107,005) - -
267,356 - -
$ 160,351 $ $ - $ -

(cont'd; 1 of 3)



STATE OF NEW MEXICO
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

GOVERNMENTAL FUNDS
Statement of Revenues, Expenditures, and Changes in Fund Balance
Year Ended June 30, 2015
Negligent, State
Preschool Delinquent Title XIX Disctretionary  School Based
IDEA-B or At-Risk Medicaid IDEA-B Health Center
Fund #24109  Fund #24123 Fund #25153 Fund #27200  Fund #29130
Revenues:
Intergovernmental - federal grants $ - $ 268,721 $ 245,875 $ - $ -
Intergovernmental - state grants - - - 384,123 239,749
Charges for services - - - - -
Total revenues - 268,721 245875 384,123 239,749
Expenditures:
Current:
Instruction - 373 - - -
Support services:
Students - 225,765 235,902 385,216 164,878
General Administration - - - 23,132

Central Services - 31,471 - - 28,753
Operation & Maintenance of Plant - - - - -

Other Support services - - - - -
Total expenditures - 257,609 235,902 385,216 216,763

Exccess (deficiency) of revenues
over expenditures - 11,112 9.973 (1,093) 22,986

Other financing sources and financing uses:

Transfers in - - - 1,093 -
Transfers out - (11,112) - - -
Total other financing sources and financing uses - (11,112) - 1,093 -
Net change in fund balance - - 9,973 - 22,986
Fund balance at beginning of the year - - 157,133 - 157,075
Fund balance at end of the year $ - $ - $ 167,106 $ - $ 180,061
(cont'd; 2 0f 3)
The notes to the financial statements are an integral part of this statement.
FINANCIAL SECTION
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STATE OF NEW MEXICO
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

GOVERNMENTAL FUNDS
Statement of Revenues, Expenditures, and Changes in Fund Balance
Year Ended June 30, 2015
Other Total
Governmental ~ Governmental
Funds Funds
Revenues:
Intergovernmental - federal grants $ - $ 654,232
Intergovernmental - state grants - 4,235,412
Chartges for services - 13,243
Total revenues - 4,902,887
Expenditures:
Current:
Instruction - 9,062
Support services:
Students - 4,444 568
General Administration - 161,575
Central Services - 274,001
Operation & Maintenance of Plant - 52,430
Other Support services - 35,297
Total expenditures - 4,976,933
Exccess (deficiency) of revennes
over excpenditures - (74,046)

Other financing sources and financing uses:
Transfers in - 11,695
Transfers out - (11,695)
Total other financing sources and financing uses - -

Net change in fund balance - (74,040)

Fund balance at beginning of the year - 581,564

Fund balance at end of the year $ - $ 507,518
(30f3)

The notes to the financial statements are an integral part of this statement.
FINANCIAL SECTION
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STATE OF NEW MEXICO
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES ALL GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
Year Ended June 30, 2015

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

Net change in fund balance - total governmental funds $ (74,040)

Govermental funds report capital outlays as expenditures. However, in the
statement of activites the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which
capital oulays exceeded depreciation in the current year
Depreciation (7,327)

Some expenses reported in the statement of activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in the governmental

funds.
Compensated absences at:
June 30, 2014 23,895
June 30, 2015 (24,598)
Deferred contributions to pension plan 376,667
Pension expense (480,880)
Change in net position of governmental activities $ (186,289)

The notes to the financial statements are an integral part of this statement.
FINANCIAL SECTION
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STATE OF NEW MEXICO

CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

GENERAL FUND

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

Revenues:
Intergovernmental - state grants
Charges for services

Total revenues

Expenditures:
Current:
Instruction
Support services:
Students
General Administration
Central Services
Operation & Maintenance of Plant
Other Support services
Total expenditures

Excess (deficiency) of revenues
over expenditures

Other financing uses:
Transfers out

Net change in fund balance
Beginning cash balance budgeted

Fund balance at beginning of the year
Fund balance at end of the year

RECONCILIATION TO GAAP BASIS:
Change in grant receivable

Change in payables

Fund balance at end of the year (GAAP basis)

Year Ended June 30, 2015

Variance with

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

FINANCIAL SECTION
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Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)

$ 3,653,875 4,006,168 $ 3,625,785 (380,383)
- - 13,243 13,243

3,653,875 4,006,168 3,639,028 (367,140)

- 15,442 4,241 11,201

3,184,000 3,514,905 3,300,214 214,691
156,385 155,307 138,443 16,864
232,760 232,215 199,407 32,808
47,430 55,540 52,274 3,266
33,300 34,037 34,037 -
3,653,875 4,007,446 3,728,616 278,830

- (1,278) (89,588) (88,310)

- - (583) (583)

- (1,278) (90,171) (88,893)

- 1,278 - (1,278)

- - 267,356 267,356

$ - - 177,185 177,185

(14,245)
(2,589)
$ 160,351



STATE OF NEW MEXICO
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

JAVITS GIFTED & TALENTED FUND - NO. 24102
Statement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)

Year Ended June 30, 2015
Variance with
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
Revenues:
Intergovernmental - federal grants $ - $ - $ - $ -
Expenditures:
Current:
Instruction - - - -
Exccess of revenues over expenditures - - - -
Fund balance at beginning of the year - - - -
Fund balance at end of the year $ - $ - - $ -
RECONCILIATION TO GAAP BASIS:
Change in payables -
Fund balance at end of the year (GAAP basis) $ -
The notes to the financial statements are an integral part of this statement.
FINANCIAL SECTION
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STATE OF NEW MEXICO

CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

ENTITLEMENT IDEA-B FUND - NO. 24106

Statement of Revenues, Expenditures, and

Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)

Revenues:
Intergovernmental - federal grants

Expenditures:
Current:
Instruction
Support services:
Students
Central Services
Total expenditures

Exccess of revenues over expenditures

Year Ended June 30, 2015

Variance with

Fund balance at beginning of the year - -

Fund balance at end of the year

RECONCILIATION TO GAAP BASIS:

Change in payables

Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
3 - 3 235,394 3 151,483 3 (83,911)
- 8,933 4,448 4,485
- 211,698 132,562 79,136
- 14,763 14,473 290
- 235394 151,483 83,911
s s i s i
$ -

Fund balance at end of the year (GAAP basis)

FINANCIAL SECTION
20| Page

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



STATE OF NEW MEXICO
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

DISCRETIONARY IDEA-B FUND - NO. 24107
Statement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)

Year Ended June 30, 2015
Variance with
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
Revenues:
Intergovernmental - federal grants $ - $ - $ - $ -
Expenditures:
Current:
Instruction - - - -
Exccess of revenues over expenditures - - - -
Fund balance at beginning of the year - - - -
Fund balance at end of the year $ - $ - - $ -
RECONCILIATION TO GAAP BASIS:
Change in payables -
Fund balance at end of the year (GAAP basis) $ -
The notes to the financial statements are an integral part of this statement.
FINANCIAL SECTION
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STATE OF NEW MEXICO

CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

PRESCHOOL IDEA-B FUND - NO. 24109

Statement of Revenues, Expenditures, and

Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)

Revenues:
Intergovernmental - federal grants

Expenditures:
Current:
Instruction

Exccess of revenues over expenditures

Fund balance at beginning of the year

Fund balance at end of the year

RECONCILIATION TO GAAP BASIS:
Change in payables

Fund balance at end of the year (GAAP basis)

Year Ended June 30, 2015

Budgeted Amounts

Original

Final

Variance with
Final Budget

Actual Amounts Positive

(Budgetary Basis) (Negative)

$ - 3

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

FINANCIAL SECTION
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STATE OF NEW MEXICO
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

NEGLIGENT, DELINQUENT OR AT-RISK FUND - NO. 24123
Statement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)

Year Ended June 30, 2015
Variance with
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
Revenues:
Intergovernmental - federal grants 3 276,360 $ 416,815 3 257,608 3 (159,207)
Expenditures:
Current:
Instruction - 52,417 373 52,044
Support services:
Students 247,032 310,276 225,764 84,512
Central Services 29,328 31,566 31,471 95
Capital outlay:
Equipment - 22,556 - 22,556
Total expenditures 276,360 416,815 257,608 159,207
Exccess of revenues over expenditures - - - -
Fund balance at beginning of the year - - - -
Fund balance at end of the year $ - 3 - -3 -
RECONCILIATION TO GAAP BASIS:
Change in payables -
Fund balance at end of the year (GAAP basis) $ -
The notes to the financial statements are an integral part of this statement.
FINANCIAL SECTION
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CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

TITLE XIX MEDICAID FUND - NO. 25153

Statement of Revenues, Expenditures, and

Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)

Revenues:
Intergovernmental - federal grants

Expenditures:
Current:
Support services:
Students

Excess (deficiency) of revenues
over expenditures

Beginning cash balance budgeted

Fund balance at beginning of the year

Fund balance at end of the year

RECONCILIATION TO GAAP BASIS:

Change in payables

Fund balance at end of the year (GAAP basis)

The notes to the financial statements are an integral part of this statement.
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Year Ended June 30, 2015

Variance with

Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
212,056 $ 218,056 $ 245,875 $ 27,819
323,710 346,134 235902 110,232
(111,654) (128,078) 9,973 138,051
111,654 128,078 - (128,078)
- - 157,133 157,133
- $ - 167,106 3 167,106
$ 167,106



STATE OF NEW MEXICO

CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

STATE DISCRETIONARY IDEA-B FUND - NO. 27200

Statement of Revenues, Expenditures, and

Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)

Year Ended June 30, 2015
Variance with
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
Revenues:

Intergovernmental - federal grants $ - $ 386,126 $ 385,216 $ (910)
Expenditures:

Current:

Support services:
Students - 386,126 385,216 910
Excess of revenues over expenditures - - - -
Other financing sources:

Transfers in - - 1,093 1,093
Net change in fund balance - - 1,093 1,093
Fund balance at beginning of the year - - - -
Fund balance at end of the year $ - 3 - 1,093 3 1,093
RECONCILIATION TO GAAP BASIS:

Change in grant receivable (1,093)

Fund balance at end of the year (GAAP basis) $ -
The notes to the financial statements are an integral part of this statement.
FINANCIAL SECTION
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CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

SCHOOL BASED HEALTH CENTER FUND - NO. 29130

Statement of Revenues, Expenditures, and

Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)

Revenues:
Intergovernmental - state grants

Expenditures:
Current:
Support services:
Students
General Administration
Central Services
Total expenditures

Exccess (deficiency) of revenues
over exipenditures

Beginning cash balance budgeted

Fund balance at beginning of the year

Fund balance at end of the year

RECONCILIATION TO GAAP BASIS:

Change in payables

Fund balance at end of the year (GAAP basis)

The notes to the financial statements are an integral part of this statement.
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Year Ended June 30, 2015

Variance with

Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
234,665 234,665 3 239,749 5,084
234,665 218,691 164,878 53,813
- 23,136 23,132 4
- 35,637 28,753 6,884
234,665 277,464 216,763 60,701
- (42,799) 22,986 65,785
- 42,799 - (42,799)
- - 157,075 157,075
- - 180,061 180,061
$ 180,061



NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

NOTE PAGE
L SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity 28
1. Blended Component Units
2. Discretely Presented Component Units
B. Government-Wide and Fund Financial Statements 28
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 29
1. Major Funds 30
D. Assets, Liabilities, and Net Position or Equity 31
1I. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
A. Budgetary Information 35
B. Budgetary Violations 35
C. Deficit Fund Equity 35
III. DETAILED NOTES ON ALL FUNDS
A. Cash and Temporary Investments 36
B. Receivables 37
C. Inter-Fund Receivables and Payables 37
D. Inter-Fund Transfers 38
E. Capital Assets 38
F. Long-Term Debt 39
IV.  OTHER INFORMATION 39
STATE OF NEW MEXICO FINANACIAL SECTION
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5 27| Page

g



NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Reporting Entity

Central Region Educational Cooperative No. 5 (Cooperative) is a special purpose government corporation organized for the
purpose of providing supplementary special education services to local education agencies and is governed by a ten-member
Governing Council. The Council is the basic level of government, which has oversight responsibility and control over all
activities related to the Cooperative. The Cooperative is responsible for all activities related to public elementary and secondary
school education within its jurisdiction. The Cooperative receives funding from local, state, and federal government sources
and must comply with the requirements of these funding source entities.

The Cooperative’s financial statements include all entities over which the Council exercises oversight responsibility. Oversight
responsibility includes such aspects as appointment of governing body members, designation of management, the ability to
significantly influence operations, and accountability for fiscal matters. Based upon the application of these criteria, no
component units or fiduciary units were included in the financial statements.

Generally Accepted Accounting Principles (GAAP) requires that financial statements present the District (primary government)
and its component units. The District has no component units that are required to be presented in accordance with
Governmental Accounting Standards Board (GASB) Statement No. 14, The Financial Reporting Entity and GASB Statement No.
39, Determining Whether Certain Organigations Are Component Units, an amendment of GASB Statement No. 14, and GASB Statement
No. 61, The Financial Reporting Entity: Ommnibus — an amendment of GASB Statements No. 14 and No. 34.

1. Blended Component Units

The Cooperative does not have any component units reported as blended component units.

2. Discretely Presented Component Units

The Cooperative does not have any component units reported as discretely presented component units.

The summary of significant accounting policies of the Cooperative is presented to assist in the understanding of the
Cooperative’s financial statements. The financial statements and notes are the representation of Central Region Educational
Cooperative’s management who is responsible for their integrity and objectivity. The financial statements of the Cooperative
conform to GAAP as applied to governmental units. GASB is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the government’s accounting policies are
described below.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.c., the statement of net position and the statement of activities) report information
on all of the non-fiduciary activities of the Cooperative. For the most part, the effect of inter-fund activity has been removed
from these statements.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. Program revenues
include 1) charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges provided
by a given function or segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not propetly included among program revenues are
reported instead as general revenues.

Separate financial statements are provided for governmental funds. Major individual governmental funds are reported as
separate columns in the fund financial statements.

FINANACIAL SECTION STATE OF NEW MEXICO
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NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

L

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

During fiscal year 2015, the Cooperative adopted the following GASB Statements:

>

GASB 068, Accounting and Financial Reporting for Pensions—an amendment of GASB Statement No. 27, this Statement addresses
accounting and financial reporting for pensions that are provided to the employees of state and local governmental
employers through pension plans that are administered through trusts. This Statement requires the liability of defined
benefit pensions (net pension liability) to be measured as the portion of the present value of projected benefit payments
to be provided through the pension plan to current active and inactive employees that is attributed to those employees'
past periods of service (total pension liability), less the amount of the pension plan's fiduciary net position.

GASB 069, Government Combinations and Disposals of Government Operations, which distinguishes between a government
merger and a government acquisition and establishes accounting and financial reporting standards related to government
combinations and disposals of government operations.

GASB 71, Pension Transition for Contributions Made Subsequent to the Measurement Date (Amendment to GASB 68), improve
accounting and financial reporting by addressing an issue in Statement No. 68, Acounting and Financial Reporting for
Pensions, concerning transition provisions related to certain pension contributions made to defined benefit pension plans
prior to implementation of that Statement by employers and nonemployer contributing entities. This Statement will be
effective at the implementation of GASB 68.

Other accounting standards that the Cooperative is currently reviewing for applicability and potential impact on the financial
statements include:

>

GASB 72, Fair Value Measurement and Application, This Statement addresses accounting and financial reporting issues
related to fair value measurements. The definition of fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date. This Statement
provides guidance for determining a fair value measurement for financial reporting purposes. This Statement also
provides guidance for applying fair value to certain investments and disclosures related to all fair value measurements.
This Statement will be effective for the year ended June 30, 2016.

GASB 73, Accounting and Financial Reporting for Pensions and Related Assets That Are Not within the Scope of GASB Statement 66,
and Amendments to Certain Provisions of GASB Statements 67 and 68, this Statement establishes requirements for defined
benefit pensions that are not within the scope of Statement No. 68, Accounting and Financial Reporting for Pensions, as
well as for the assets accumulated for purposes of providing those pensions. In addition, it establishes requirements for
defined contribution pensions that are not within the scope of Statement 68. It also amends certain provisions of
Statement No. 67, Financial Reporting for Pension Plans, and Statement 68 for pension plans and pensions that are
within their respective scopes. This Statement will be effective for the year ended June 30, 2016.

GASB 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans, This Statement replaces Statements
No. 43, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans, as amended, and No. 57,
OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans. It also includes requirements for
defined contribution OPEB plans that replace the requirements for those OPEB plans in Statement No. 25, Financial
Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans, as amended,
Statement 43, and Statement No. 50, Pension Disclosures. This Statement will be effective for the year ended June 30,
2017.

GASB 75, Acconnting and Financial Reporting for Postemployment Benefits Other Than Pensions, this Statement replaces the
requirements of Statements No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits
Other Than Pensions, as amended, and No. 57, OPEB Measurements by Agent Employers and Agent Multiple-
Employer Plans, for OPEB. Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than
Pension Plans, establishes new accounting and financial reporting requirements for OPEB plans. This Statement
establishes standards for recognizing and measuring liabilities, deferred outflows of resources, deferred inflows of
resources, and expense/expenditures. For defined benefit OPEB, this Statement identifies the methods and assumptions
that are required to be used to project benefit payments, discount projected benefit payments to their actuarial present
value, and attribute that present value to periods of employee service. Note disclosure and required supplementary
information requirements about defined benefit OPEB also are addressed. This Statement will be effective for the year
ended June 30, 2018.
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NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

L

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation (cont’d)

»  GASB 76, The Hierarchy of Generally Accepted Acconnting Principles for State and Local Governments, This Statement supetsedes
Statement No. 55, The Hierarchy of Generally Accepted Accounting Principles for State and Local Governments. The
objective of this Statement is to identify—in the context of the current governmental financial reporting environment—
the hierarchy of generally accepted accounting principles (GAAP). The “GAAP hierarchy” consists of the sources of
accounting principles used to prepare financial statements of state and local governmental entities in conformity with
GAAP and the framework for selecting those principles. This Statement reduces the GAAP hierarchy to two categories
of authoritative GAAP and addresses the use of authoritative and non-authoritative literature in the event that the
accounting treatment for a transaction or other event is not specified within a source of authoritative GAAP. This
Statement will be effective for the year ended June 30, 2016.

The government-wide financial statements are reported using the economic resources measurement focus and the accrual basis
of accounting. Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenues, net of estimated refunds and estimated uncollectable
amounts, in the year for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the government considers revenues to be available if they are collected within 60 days of the
end of the current fiscal period. Revenues received during the year but are applicable to subsequent years are reported as
deferred inflows of resources. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences and claims and judgments, are
recorded only when payment is due. Expenditures incurred during the year that are for the benefit of subsequent years are
reported as deferred outflows of resources.

Interest associated with the current fiscal period is considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period. All other revenue items are considered to be measurable and available only when cash is
received by the government.

The Cooperative reports the following major governmental funds:
» General Fund

The general fund is the government’s primary operating fund. It accounts for all financial resources of the general
government, except those required to be accounted for in another fund.

»  Javits Gifted & Talented Students Special Revenue Fund (Fund No. 24102) Minimum Balance: None

Used to provide financial assistance to State and local educational agencies, institutions of higher education, and other
public and private agencies and organizations, to stimulate research, development, training, and similar activities designed to
build a nationwide capability in elementary and secondary schools to meet the special educational needs of gifted and
talented students. Authority for this fund is the Elementary and Secondary Education Act of 1965, as amended, Title V,
Part D, Subpatt 61, 108 Stat. 3820: 20 U.S.C. 8031.

» Entitlement/Discretionary IDEA-B Special Revenue Fund (Fund No. 24106) Minimum Balance: None

Program is to provide grants to states that flow-through to schools, to assist them in providing a free appropriate public
education to all children with disabilities. The program is funded by the United States government, under the Individuals
with Disabilities Education Act, Part B, Section 611-617, and part D, Section 674 as amended, 20 U.S.C. 1711-1417 and
1420.

»  Preschool IDEA-B Special Revenue Fund (Fund No. 24109) Minimum Balance: None

The Preschool program is for the purpose of enhancing Special Education for handicapped children from ages 3 to 5. The
program is funded by the United States government, under the Individuals With Disabilities Act, Part B, Section 619, as
amended, Public Laws 94-142, 99-457, 100-630, 101-497, and 101-476.
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NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

L

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation (cont’d)

>

Negligent, Delinquent, or At-Risk Fund Special Revenue Fund (Fund No. 24123) Minimum Balance: None

Program is to provide supplemental educational opportunities for academically disadvantaged children in the area where
they reside. Campuses are identified for program participation by the percentage of students on free or reduced price
lunches. Any school with a free and reduced price lunch percentage that is equal to or greater than the total REC percentage
becomes eligible for program participation. Any student whose test scores fall below REC established criteria and who is
attending a Title I campus is eligible to receive Title I services. Poverty is the criteria that identify a campus; education need
determines the students to be served. Authorization: Part A of Chapter I of Title I of Elementary and Secondary Education
Act (ESEA) of 1965, as amended, Public Law 103-383. Minimum balance: None.

Title XIX Medicaid Special Revenue Fund (Fund No. 25153) Minimum Balance: None

To provide financial assistance from the Federal government which flows-through the State of New Mexico to school
districts, for payments of medical assistance on behalf of cash assistance recipients, children, pregnant women and the aged
who meet income and resource requirements, and other categorically-eligible groups. The program is funded by the U.S.
government under the Social Security Act, Title XIX, as amended; Public Laws 92-223, 92-602, 93-66, 93-233, 96-499, 97-
35, 97-2248, 98-369, 99-272, 99-509, 100-93, 100-202, 100-203, 100-360, 100-436, 100-485, 100-647, 101-166, 101-234, 101-
239, 101-508, 101-517, 102-234, 102-170, 102-394, 103-66, 103-112, 103-333, 104-91, 104-191, 104-193, 104-208, and 104-
134; Balanced Budget Act of 1997, Public Law 105-33.

State Discretionary IDEA-B Special Revenue Fund (Fund No. 27200) Minimum Balance: None

To support the improvement of educational results and functional outcomes for all children with disabilities.

School Based Health Center Special Revenue Fund (Fund No. 29130) Minimum Balance: None

To enhance school based health centers infrastructure, develop and implement billing protocols, improve communication
with school personnel, families, and outside agencies, and improve behavioral health programs.

Additionally, the government reports the following fund types:

>

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

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. Likewise, general revenues include all taxes.

D. Assets, Liabilities, and Net Position or Equity

1.

Deposits and investments

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

State statutes authorize the investment of the Cooperative’s funds in a wide variety of instruments including certificates of
deposit and other similar obligations, state investment pool, and money market accounts. The Cooperative is also allowed
to invest in United States Government obligations. All funds for the Cooperative must follow the above investment
policies.

Deposits of funds may be made in interest or non-interest bearing checking accounts in one or more banks or savings and
loan associations within the geographical boundaries of the Cooperative. Deposits may be made to the extent that they are
insured by an agency of the United States or by collateral deposited as security or by bond given by the financial institution.
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NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

D. Assets, Liabilities, and Net Position or Equity (cont’d)

The rate of interest in non-demand interest-bearing accounts shall be set by the State Board of Finance, but in no case shall
the rate of interest be less than one hundred present of the asked price on United States treasury bills of the same maturity
on the day of deposit.

Excess of funds may be temporarily invested in securities which are issued by the State or by the United States
government, or by their departments or agencies, and which are either direct obligations of the State or the United States
or are backed by the full faith and credit of those governments.

Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the fiscal year
are referred to as either “due from/to other funds” (i.e., the cutrrent portion of inter-fund loans) or “advances to/from
other funds” (i.e., the non-current portion of inter-fund loans). All other outstanding balances between funds are reported
as “due from/to other funds.”

Capital assets

Capital assets, which include property, plant, and equipment (software), are reported in the applicable governmental-wide
financial statements. Beginning July 1, 2005, the threshold for defining Capital assets by the government was raised from
$1,000 to assets with an initial, individual cost of more than $5,000 (amount not rounded) and an estimated useful life in
excess of two years. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend assets lives are
not capitalized. Software costs have been included with the cost of computer equipment and are capitalized with that
equipment. The Cooperative does not develop software for internal use or any other use.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest on construction
projects has not been capitalized.

Property, plant, and equipment of the primary government are depreciated using the straight line method over the
following estimated useful lives:

Assets Years
Vehides 5
Equipment 3-7

Compensated absences

It is the Cooperative’s policy to permit employees to accumulate earned but unused vacation, of which up to 240 hours will
be paid to employees upon separation from the Cooperative’s service. The amount for liability has been reported in the
government-wide financial statements.

Accumulated sick leave is not payable upon termination and is recorded as expenditures when it is paid.
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NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

L. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
D. Assets, Liabilities, and Net Position or Equity (cont’d)
5. Long-term obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported as liabilities in

the applicable governmental activities, statement of Net Position. Bond premiums and discounts are deferred and

amortized over the life of the bonds using the effective interest method. Bond issue costs are reported as expenditures

during the year in which they are incurred. Bonds payable are reported net of the applicable bond premium or discounts.

Bond issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond

issuance costs, during the current period. The face amount of debt issued is reported as other financing sources.

Premiums received on debt issuances ate reported as other financing sources while discounts on debt issuances are

reported as other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are

reported as capital projects expenditures.

6.  Fund balance

a. Non-Spendable
The non-spendable fund balance classification includes amounts that cannot be spent because they are either not in
spendable form or legally or contractually required to be maintained intact. The "not in spendable form" criterion
includes items that are not expected to be converted to cash, for example, inventories and prepaid amounts.

b. Restricted
Fund balance is reported as restricted when constraints placed on the use of resources are either (1) externally
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other
governments or (2) imposed by law through constitutional provisions or enabling legislation.

c.  Committed
Amounts that can only be used for specific purposes pursuant to constraints imposed by the formal action of the
Cooperative’s Council should be reported as committed fund balance. The committed amounts cannot be used for
any other purpose unless the Cooperative’s Council removes or changes the specified use by taking the same type of
action it employed to previously commit those amounts. The Cooperative did not have committed fund balances for
the year ended June 30, 2015.

d. Assigned
Assigned fund balance includes (a) all remaining amounts, except for negative balances, that are reported in
governmental funds, other than the general fund, (b) that are not classified as non-spendable and are neither restricted
nor committed and (c) amounts in the general fund that are constrained by the Cooperative's intent to be used for
specific purposes, but are neither restricted nor committed. Intent, and removal of, is expressed by the Council or the
Finance Committee. The Cooperative did not have assigned fund balances for the year ended June 30, 2015.

e.  Unassigned
The remaining fund balance, after all other classifications, within the general fund is reported as unassigned fund
balance. This classification represents fund balance that has not been assigned to other funds and that has not been
restricted, committed, or assigned to specific purposes within the general fund. In governmental funds other than the
general fund, if expenditures incurred for specific purposes exceeded the amounts restricted, committed, or assigned
to those purposes, a negative fund balance will be reported as unassigned fund balance.

When committed, assigned, and unassigned resources are available for use, it is the Cooperative’s policy to use committed

first followed by assigned and unassigned resources as they are needed.
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NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

D. Assets, Liabilities, and Net Position or Equity (cont’d)

7.

10.

Net position
Net position is presented on the statement of net position and may be presented in any of three components.
a.  Net investment in capital assets

This component of Net Position consists of capital assets, including restricted capital assets, net of accumulated
depreciation and reduced by the outstanding balances of any bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets. The portion of the debt attributable to
the unspent proceeds is not included in the calculation of net investment in capital assets. That portion of the debt is
included in restricted for capital projects.

b. Restricted Net Position

Net Position are reported as being restricted when the restriction is either externally imposed by creditors, grantors,
contributors, or laws or regulations of other governments or imposed by law through constitutional provisions or
enabling legislation. Enabling legislation authorizes the government to assess, levy, charge, or otherwise mandate
payment of resources (from external resource providers) and includes a legally enforceable requirement that those
resources be used only for the specific purposes stipulated in the legislation.

c. Unrestricted Net Position

Unrestricted Net Position consists of Net Position that does not meet the definition of “net investment in capital
assets” or “restricted.”

When both restricted and unrestricted resources are available for use, it is the government’s policy to use restricted
resources first, then unrestricted resources as they are needed.

In the governmental environment, net position often is designated to indicate that management does not consider them to
be available for general operations. In contrast to restricted net position, these types of constraints on resources are
internal and management can remove or modify them. However, enabling legislation established by the reporting
government should not be construed as an internal constraint.

Indirect Costs

The Cooperative’s General Fund receives indirect cost reimbursements from the various federal programs it administers.
These reimbursements are for expenses incurred in performing administrative functions on behalf of the Special Revenue
Funds. They are shown as expenditures in the Special Revenue Funds, and as other special federal revenue in the General
Fund.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Revenues

The REC receives revenues from various Federal Departments (both direct and indirect), which are legally restricted to
expenditures for specific purposes. These programs are reported as Special Revenue Funds
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NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

11. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgetary Information

Budgets for the General, Special Revenue Funds are prepared by management and are approved by the local Cooperative’s
Council and the Public School Budget and Planning Unit of the Department of Education.

These budgets are prepared on the Non-GAAP cash basis, excluding encumbrances, and secure appropriation of funds for only
one year. Carryover funds must be re-appropriated in the budget of the subsequent fiscal year. The budget process in the State
of New Mexico requires that the beginning cash balance be appropriated in the budget of the subsequent fiscal year. Such
appropriated balance is legally restricted and is therefore presented as a reserved portion of fund balance.

Actual expenditures may not exceed the budget on a line item basis, i.e., each budgeted expenditure must be within budgeted
amounts. Budgets may be amended in two ways. If a budget transfer is necessary within a major category called a ‘series’, this
may be accomplished with only Council approval. If a transfer between ‘series’ or a budget increase is required, approval must
also be obtained from Public School Finance Division.

The budgetary information presented in these financial statements has been amended in accordance with the above procedures.
The Cooperative follows these procedures in establishing the budgetary data reflected in the financial statements:

1. In April or May, the superintendent submits to the Council a proposed operating budget of the fiscal year commencing
the following July. The operating budget includes proposed expenditures and the means of financing them, and has
approval by the Department of Education.

2. In May or June, the budget is approved by the Council.

3. The Council meeting, while not intended for the general public, is open for the general public unless a closed meeting
has been called for.

4. The Executive Director is authorized to transfer budgeted amounts between departments within any fund; however, any
revisions that alter the total expenditures of any fund must be approved by the Cooperative’s Council and the State of
New Mexico Department of Education.

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

6. Budgets for the General and Special Revenue Funds are adopted on a basis not consistent with generally accepted
accounting principles (GAAP). Encumbrances are treated the same way for GAAP purposes and for Budget purposes.

The Council may approve amendments to the appropriated budget, which are required when a change is made affecting
budgeted ending fund balance. The appropriated budget for the year ended June 30, 2015 was properly amended by the Board
through the year. New Mexico state law prohibits a Governmental Agency to exceed an individual line item. These
amendments resulted in the following changes:

Original Budget Final Budget

General Fund $ 3,653,875 $ 4,007,446
Spedal Revenue Fund 834,735 1,661,933
Totals $ 4,488,610 $ 5,669,379

B. Budgetary Violations
The Cooperative did not have any budgetary violations during the year ended June 30, 2015.

C. Deficit Fund Equity
The Cooperative did not have any deficit fund balance at June 30, 2015.
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JUNE 30, 2015

III.  DETAILED NOTES ON ALL FUNDS

A. Cash and Temporary Investments
At June 30, 2015, the carrying amount of the Cooperative’s deposits was $169,824 and the bank balance was $605,275 with the
difference consisting of outstanding checks. Of this balance $250,000 was covered by federal depository insurance and
$263,798 was covered by collateral held in joint safekeeping by a third party.
Custodial Credit Risk
Custodial credit risk is the risk that in the event of a bank failure, the Cooperative’s deposits may not be returned to it. New
Mexico 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 amount on deposit with the institution.
The statement listed below will meet the State of New Mexico Office of the State Auditor’s requirement in reporting the
uninsured portion of the deposits. As of June 30, 2015, $91,477 of the Cooperative’s bank balance of $605,275 was exposed
to custodial risk as follows:
Bank of
America
Uninsured and uncollateralized $ 91,477
Uninsured and collateral held by pledging
bank's trust dept not in the District's name 263,798
Total uninsured 355,275
Insured (FDIC) 250,000
Total deposits $ 605,275
State of New Mexico cllateral requirement:
50% of uninsured public fund bank deposits $ 67,369
Pledged security 263,798
Under collateralization $ 196,429
The collateral pledged is listed on Page 64 of this report. 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.
According to the Federal Deposit Insurance Authority, public unit deposits are funds owned by the Cooperative. Time
deposits, savings deposits and interest bearing “Now” accounts of a public unit in an institution in the same state will be
insured up to $250,000 in aggregate and separate from the $250,000 coverage for public unit demand deposits at the same
institution.
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III.  DETAILED NOTES ON ALL FUNDS (cont’d)
B. Receivables
Receivables as of year-end for the government’s individual major funds and non-major funds in the aggregate, including the
following;:
Receivables Due from Other
Grant Other Governments Funds
Major Funds:
General $ 82,952 $ - $ 108,892 $ -
Entitlement IDEA-B 29,813 - - -
Negligent, Deliquent, or At-Risk 53,823 - - -
Title XIX Medicaid - - - 37,995
State Discretionary IDEA-B 102,074 - - -
School Based Health 1,193 - - 178,868
Other Governmental Funds - - - -
Total $ 269,855 § - $ 108,892 $ 216,863
An allowance for doubtful accounts has not been established. All receivables are expected to be collectible.
Governmental funds reported deferred revenue in connection with receivables for revenues that are not considered to be
available to liquidate liabilities of the current period. Governmental funds also defer revenue recognition in connection with
resources that have been received, but not yet earned. At the end of the current fiscal year, the various components of deferred
revenue and unearned revenue reported in the governmental funds were as follows:
Unavailable Unearned
Grant drawdowns prior to meeting all eligibility requirements
General Fund $ - % -
Javits Gifted & Talented - 3,807
Disaetionary IDEA-B - 21,137
Preschool IDEA-B - 4,415
Other Governmental Funds - 2,095
Total defetred /unearned revenue for governmental funds $ - $ 31,454
C. Inter-Fund Receivables and Payables
The inter-fund receivables and payables at June 30, 2015 were:
Receivables DPayables
General Fund $ - 3% 31,153
Entitlement IDEA-B - 29,813
Negligent, Delinquent, or At-Risk - 53,823
Title XIX Medicaid 37,995 -
State Directed Activities - 102,074
School Based Health Center 178,868 -
Other Governmental Funds - -
Total $ 216,863 $ 216,863
The inter-fund loans were made for the purposes of cash shortfalls within the individual funds. All loans are expected to be
repaid within the next fiscal year.
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III.  DETAILED NOTES ON ALL FUNDS (cont’d)

D. Inter-Fund Transfers

The inter-fund receivables and payables at June 30, 2015 were:

Transfer In Transfer Out
General Fund $ - 3 (583)
Entitlement IDEA-B 10,602 -
Negligent, Delinquent or At-Risk - (11,112)
State Discaretionary IDEA-B 1,093
Other Governmental Funds - -
Total Due To/Due From Other Funds $ 11,695 $ (11,695)

The transfers were to clear funds that are no longer being used and were approved by the New Mexico Department of
Education.

E. Capital Assets

Capital asset activity for the year ended June 30, 2015 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental activities:
Capital assets being depredated:
Furniture, fixtures, and equipment $ 76,426 % - % - 9 76,426
Less accumulated depredation for:
Furniture, fixtures, and equipment (62,383) (7,327) - (69,710)
Total capital assets, net $ 14,043  § (7,327) $ - $ 6,716

Depreciation has been allocated to the functions by the following amounts:

Depredation Alloation to Fundions

Instruction $ 14
Support Services - Students 6,539
Support Services - Instruction 1
Support Services - General Administration 239
Central Services 405
Operations & Maintenance of Plant 77
Other Support Services 52

Total Depredation Expense $ 7,327

The Schedule of Capital Assets Used by Source, and the Schedule of Changes in Capital Assets by Function and Activity have
not been prepared because the detailed information is unavailable.
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III.  DETAILED NOTES ON ALL FUNDS (cont’d)

F.

Long-Term Debt

Changes in long term debt — During the year ended June 30, 2015 the following changes occurred in liabilities reported in the
general obligation bonds account group:

Beginning Ending Amount Due
Balance Additions Retirements Balance Within One Year
Compensated absences:
Compensated vacation $ 23895 $§ 33,798 $ 33,095 $ 24,598 $ 24,598

The liability of compensated absences is liquidated with resources from the general fund and several special revenue funds

Operating Ieases

The Cooperative leases office space under a three year operating lease executed April 25, 2013 with the option to renew after
each third year for a total of 15 years. Rental cost for the year ended June 30, 2015 was $21,661. The annual lease requirements
are as follows:

Year Ending Total
June 30, Requirements
2016 $ 17,979

The Cooperative leases office equipment under a 63 month non-cancellable operating lease executed April 29, 2011 with
monthly payments of $484. At the end of the lease period the Cooperative has the option purchase the equipment at fair
market value, return the equipment, or renew the lease. Rental cost for the year ended June 30, 2015 was $5,806. The annual
lease requirements are as follows:

Year Ending Total
June 30, Requirements
2016 $ 5,806

IV.  OTHER INFORMATION

A.  Risk Management
The Cooperative is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets; error and
omissions; and injuries to employees; and natural disasters. The Cooperative, as a State entity, is insured through the State of
New Mexico, General Services Department, Risk Management Division. Annual premiums are paid by the Cooperative to the
General Services Department, Risk Management Division for coverage provided in the following areas: Workers Compensation
Property and Automobile Liability and Physical Damage Liability and Civil Rights and Personal Injury; and Crime.
B. Employee Retirement Plan
Plan Description - Substantially all of the Cooperative’s full-time employees participate in a public employee retirement system
authorized under the Educational Retitement Act (Chapter 22, Article 11, Sections 1 through 52, NMSA 1978). The
Educational Retitement Board (ERB) is the administrator of the New Mexico Educational Employees' Retirement Plan (Plan),
which is a cost-sharing multiple-employer defined benefit retirement plan.  ERB issues a separate, publicly available financial
report that includes the financial statements and required supplementary information for the plan. That report may be obtained
www.nmerb.org, www.saonm.org, or by writing to:
ERB
P.O. Box 26129
Santa Fe, New Mexico 87502-6129
www.nmerb.org
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IV.

OTHER INFORMATION (cont’d)

B.

Employee Retirement Plan (cont’d)

Membership in the Plan is a condition of employment. Employees of public schools, universities, regional cooperatives, special
schools and state agencies providing educational programs, who are employed at more than 25% of a full-time equivalency, are
required to be members of the Plan. There were 140,008 active, retired, and inactive members in fiscal year 2014; there were
135,603 active, retired, and inactive members in fiscal year 2013.

Benefits Provided - The plan provides for retirement benefits, disability benefits, survivor benefits and cost-of-living adjustments
to plan members (certified teachers, and other employees of State public school districts, colleges and universities) and
beneficiaries. Benefits are based on three components: Final Average Salary (FAS), years of both earned and allowed service
credits, and a 2.35% factor. The gross annual benefit is determined by multiplying the three components together. FAS is the
higher of annual earnings for the previous 20 calendar quarters prior to retirement or the highest average annual earnings for
any 20 consecutive calendar quarters.

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 service credit add up to the sum or 75 or more; the member is at least sixty-five years of age and has
five or more years of earned service credit; or the member has service credit totaling 25 years or more.

Chapter 288, Laws of 2009 changed the eligibility requirements for new members first employed on or after July 1, 2010. The
eligibility for a member who either becomes a new member on or 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 sum 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 or more. The member, upon retirement, has three
options as to how to receive the benefit.

The benefit is paid as a monthly life annuity with a guarantee that, if the payments made do not exceed the member’s
accumulated contributions plus accumulated interest, determined as of the date of retirement, the balance will be paid in a lump
sum 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% survivor’s benefit; or single life annuity monthly benefit is reduced to provide
for a 50% survivor’s benefit.

Retired members and surviving beneficiaries receiving benefits receive an automatic cost of living adjustment (COLA) to their
benefit each July 1, beginning in the year the member attains or would 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 retirements. Retirees with benefits at or below the median
and with 25 or more 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%. Once the funding is greater than 90%, the COLA
reductions will decrease. The retirees with benefits at or below the median and with 25 or more years 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 average will
be 1.8%. Members on disability retitement are entitled to a COLA commencing on July 1 of the third full year following
disability retirement. 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 years of service, and (b) the disability
is approved by ERB. The monthly benefit is equal 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 60. The disability benefit commences immediately upon
the member’s retirement. Disability benefits are payable as a monthly 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 surviving beneficiary. If the disabled member survives to age 60, 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 or when the member attains age 65.
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IV.  OTHER INFORMATION (cont’d)

B. Employee Retirement Plan (cont’d)
The member, upon tetirement, has three options as to how to receive the benefit.

Option A — If the member elects the Option A, there is no reduction to the monthly benefit other than any “Rule of 75”
deductions or any community property or child support reductions. There will be no continuing benefit to a beneficiary or
estate upon the retiree’s death, except the balance, if any, of member contributions. Those contributions are usually
exhausted in the first three to four years of retirement.

Option B — If the member elects Option B, the monthly benefit is reduced to provide for a 100% survivor’s benefit. The
reduced benefit is payable during the life of the member and upon the retiree’s death, the same benefit is paid to the
beneficiary for his or her lifetime. The named beneficiary may not be changed after the effective date of retirement since
the amount of the option is calculated by using both the age of the member and the beneficiary. If the beneficiary
predeceases the member, the member’s benefit will be adjusted by returning it to the Option A Benefit amount. The IRS
prohibits selection of Option B for a non-spouse beneficiary more than ten years younger than the member.

Option C — If the member elects Option C, the monthly benefit is reduced to provide for a 50% survivor’s benefit. The
benefit is payable during the life of the member and upon the retiree’s death, one half of the membet’s benefit is paid to
the beneficiary for his or her lifetime. Here again, the named beneficiary may not be changed after the effective date of
retirement. If the beneficiary predeceases the member, the member’s benefit is adjusted by returning it to the Option A
Benefit amount.

Under the provisions of Options B and C coverage, the beneficiary must be a person, and only one beneficiary may be
named. The term beneficiary means a person having an insurable interest in the life of the member.

Mentber Contributions — Plan members whose annual salary is $20,000 or less are required by statute to contribute 7.9% of their
gross salary. Plan members whose annual salary is over $20,000 are required to make the following contributions to the Plan:
10.7% of their gross salary in fiscal year 2015.

Employer Contributions — In fiscal year 2015, the Cooperative was required to contribute 13.9% of the gross covered salary for
employees whose annual salary is $20,000 or less, and 13.9% of the gross covered salary for employees whose annual salary is
more than $20,000. The contribution requirements of plan members and the Cooperative are established in State statute under
Chapter 22, Article 11, NMSA 1978. The requirements may be amended by acts of the legislature. The District’s contributions
to ERB for the fiscal years ending June 30, 2015, 2014, and 2013, were $376,667, $329,185, and $236,930, respectively, which
equal the amount of the required contributions for each fiscal year.

Employers

The Educational Retirement Act designates employers as Local Administrative Units, directly responsible for payment of
compensation for the employment of members or participants of this Plan. There were 213 contributing employers in fiscal
year 2014; there were 212 contributing employers in fiscal year 2013.

Liabilities, Deferred Outflows of Resources, Deferred Inflows of Resources, and Expense Related to Pensions

At June 30, 2015, the Cooperative reported a liability of $5,181,936 for its proportionate share of the net pension liability. The
net pension liability was measured as of June 30, 2014, and the total pension liability used to calculate the net pension liability
was determined by an actuarial valuation as of that date. The Cooperative's proportion of the net pension liability was based on
a projection of the Cooperative's long-term share of contributions to the pension plan relative to the projected contributions of
all participating school districts, actuarially determined. At June 30, 2014, the Cooperative's proportion was 0.09082 percent,
which was a increase of 0.00755 percent from its proportion measured as of June 30, 2013.
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IV.  OTHER INFORMATION (cont’d)

B. Employee Retirement Plan (cont’d)
For the year ended June 30, 2015, the Cooperative recognized pension expense of $480,880.

Pension Expense Calculation

Add: Net pension liability - end of the year $ 5,181,936
Deduct: Net pension liability - beginning of the year (5,226,736)
Deduct: Deferred outflows of resources during the year (351,755)
Add: First year of amortization of deferred outflows of resources -
Add: Deferred inflows of resources during the year 548,250
Deduct:  First year of amortization of defetred inflows of resoutces -
Add: Layerd amortization of prior year(s) deferred outflows of resources -
Deduct: ILayerd amortization of prior year(s) deferred inflows of resources -
Reductions to ending net pension liability due contributions paid 329,185
Total Pension Expense $ 480,880

At June 30, 2015, the Cooperative reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources

Difference between expected and actual experience $ - $ 77,192
Change of assumptions - -
Net difference between projected and actual earnings on

pension plan investments - 471,058
Changes in proportion and differences between District

contributions and proportionate share of contributions 351,755 -
District contributions subsequent to the measurement date 376,667 -

Total $ 728,422 $ 548,250

Deferred outflows of resources related to pensions in the amount of $376,667 resulted from Cooperative contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year ended June 30,
2016. Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be
recognized in pension expense as follows:

Year Ending Deferred Deferred
June 30, Outflows Inflows Total
2016 $ (122,137) $ 144,569 $ 22,432
2017 (122,137) 144,569 22,432
2018 (107,481) 141,352 33,871
2019 - 117,760 117,760
2020 - - -
Thereafter - - -
Total $ (351,755) $ 548,250 $ 196,495
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IV.  OTHER INFORMATION (cont’d)

B. Employee Retirement Plan (cont’d)

Actuarial Assumptions

A single discount rate of 7.75% was used to measure the total pension liability as of June 30, 2014. This single discount rate was
based on the expected rate of return on pension plan investments of 7.75%. Based on the assumptions described below and the
projection of cash flows, pension plan's fiduciary net position and future contributions were projected to be available to finance
all projected future benefit payments of current plan members. The long term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the total pension liability.

The total pension liability, net pension liability, and certain sensitivity information shown in this report are based on an actuarial
valuation performed as of June 30, 2013. The total pension liability and net pension liability are based on an actuarial valuation
petformed as of June 30, 2013. The total pension liability was rolled forward from the valuation date to the Plan year ending
June 30, 2014 using generally accepted actuarial principles. There were no significant events 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 assumptions:

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 retire before age 55 and
their Cost of Living Adjustment (COLA) will be deferred until age 67.

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

4)  These assumptions 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 is assumed that the full COLA is paid in all future years. The actuarial
methods and assumptions used to determine contributions rates included in the measurement are as follows:

Actuarial Cost Method Entry Age: Normal

Amortization Method: Level Percentage of Payroll

Remaining Period: Amortized - closed 30 years from June 30, 2012 to June 30, 2042

Asset Valuation Method: 5 year 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 increases 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

Mortality: 90% of RP-2000 Combined Mortality Table with White Collar Adjustment projected

to 2014 using Scale AA (one year setback for females)

STATE OF NEW MEXICO FINANACIAL SECTION
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5 43 |Page



NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2015

IV.  OTHER INFORMATION (cont’d)

B. Employee Retirement Plan (cont’d)

The long-term expected rate of return 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 themes
(supply and demand imbalances, capital flows, etc.). These items are developed for each major asset class. Best estimates of
geometric real rates of return for each major asset class included in the Plan’s target asset allocation for 2014 and 2013 for 30-
year return assumptions are summarized in the following table:

Rate of Return

Asset Class

Cash

Treasuries

IG Corp Credit

MBS

Core Bonds

TIPS

High Yield Bonds

Bank Loans

Global Bonds (Unhedged)
Global Bonds (Hedged)

EMD External

EMD Local Currency

Large Cap Equities

Small/Mid Cap

International Equities (Unhedged)
International Equities (Hedged)
Emerging International Equities
Private Equity

Private Debt

Private Real Assets

Real Estate

Commodities

Hedge Funds Low Vol

Hedge Funds Mod Vol

2014 2013
Long-Term Expected Long-Term Expected
Real Rate of Return Real Rate of Return
1.50% 0.75%
2.00% 1.00%
3.50% 3.00%
2.25% 2.50%
2.53% 2.04%
2.50% 1.50%
4.50% 5.00%
5.00% 5.00%
1.25% 0.75%
1.38% 0.93%
5.00% 4.00%
5.75% 5.00%
6.25% 6.75%
6.25% 7.00%
7.25% 7.75%
7.50% 8.00%
9.50% 9.75%
8.75% 9.00%
8.00% 8.50%
7.75% 8.00%
6.25% 6.00%
5.00% 5.00%
5.50% 4.75%
5.50% 6.50%

The long-term expected rate of return 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 themes (supply and demand imbalances, capital flows, etc.).

These items ate developed for each major asset class.
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IV.

OTHER INFORMATION (cont’d)

B.

Employee Retirement Plan (cont’d)

Sensitivity of the Net Pension Liability to Changes in the Discount Rate Assumption

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

Current Single Rate
1% Decrease Assumption 1% Increase
6.75% 7.75% 8.75%
ERB (All Employers)
2014 7,763,304,829

$ 5,705,730,813
2013 $ 8286923513

6,276,852,149

3,987,098,791
4,599,162,126

& B
& B

Central Region Educational Cooperative
2014 $ 7,050,623 $ 5,181,936 $ 3,621,048
2013 $ 6,900,521 $ 5,226,736 $ 3,829,722

Post-Retirement Health Care Benefits
Plan Description

Central Region Educational Cooperative No. 5 contributes to the New Mexico Retiree Health Care Fund, a cost-sharing
multiple-employer defined benefit postemployment healthcare plan administered by the New Mexico Retiree Health Care
Authority (RHCA). The RHCA provides health care insurance and prescription drug benefits to tetited employees of
participating New Mexico government agencies, their spouses, dependents, and sutviving spouses and dependents. The RHCA
Board was established by the Retiree Health Care Act (Chapter 10, Article 7C, NMSA 1978). The Board is responsible for
establishing and amending benefit provisions of the healthcare plan and is also authorized to designate optional and/or
voluntary benefits like dental, vision, supplemental life insurance, and long-term care policies.

Eligible retirees are:

1) retirees who make contributions to the fund for at least five years prior to retirement and whose eligible employer during
that period of time made contributions as a participant in the RHCA plan on the person’s behalf unless that person retires
before the employer’s RHCA effective date, in which the event the time period requited for employee and employer
contributions shall become the period of time between the employer’s effective date and the date of retitement;

2) retirees defined by the Act who retired prior to July 1, 1990;

3) former legislators who served at least two years; and

4)  former governing authority members who served at least four years.

The RHCA issues a publicly available stand-alone financial report that includes financial statements and required supplementary
information for the postemployment healthcare plan. That report and further information can be obtained by writing to:

Retiree Health Care Authority
4308 Catlisle NE, Suite 104
Albuquerque, NM 87107

Funding Policy

The Retiree Health Care Act (Section 10-7C-13 NMSA 1978) authorizes the RHCA Boatd to establish the monthly premium
contributions that retirees are required to pay for healthcare benefits. FEach participating retitee 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 retited prior to the employer’s RHCA effective date or is a former legislator or former
governing authority member. Former legislators and governing authority members are required to pay 100% of the insurance
premium to cover their claims and the administrative expenses of the plan. The monthly premium rate schedule can be
obtained from the RHCA or viewed on their website at www.nmrhca.state.nm.us.
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NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2015

IV.

OTHER INFORMATION (cont’d)

C.

Post-Retitement Health Care Benefits (cont’d)

The employer, employee and retiree contributions are required to be remitted to the RHCA on a monthly basis. The statutory
requirements for the employer and employee contributions can be changed by the New Mexico State Legislature. Employers
that choose to become participating employers after January 1, 1998, are required to make contributions to the RHCA fund in
the amount determined to be appropriate by the board.

The Retiree Health Care Act (Section 10-7C-15 NMSA 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 member coverage plan 1; municipal police member coverage plans 3, 4 or 5;
municipal fire member coverage plan 3, 4 or 5; municipal detention officer member coverage plan 1; and members pursuant to
the Judicial Retirement Act) during the fiscal year ended June 30, 2013, the statute required each participating employer to
contribute 2.5% of each participating employee’s annual salary; and each participating employee was required to contribute
1.25% of their salary. For employees that were not members of an enhanced retirement plan during the fiscal year ended June
30, 2013, the statute required each participating employer to contribute 2.0% of each participating employee’s annual salary;
each participating employee was required to contribute 1.0% of their salary. In addition, pursuant to Section 10-7C-15(G)
NMSA 1978, at the first session of the Legislature following July 1, 2013, the legislature shall review and adjust the distributions
pursuant to Section 7-1-6.1 NMSA 1978 and the employer and employee contributions to the authority in order to ensure the
actuarial soundness of the benefits provided under the Retiree Health Catre Act.

The Cooperative's contributions to the RHCA for the years ended June 30, 2015, 2014 and 2013 were $55,074, $50,993, and
$45,275, respectively, which equal the required contributions for each year.

Contingent Liabilities

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor agencies, principally the
federal government. Any disallowed claims, including amounts already collected, may constitute a liability of the applicable
funds. The amount, if any, of expenditures that may be disallowed by the grantor cannot be determined at this time, although
the government expects such amounts, if any, to be immaterial.

The government is a defendant in various lawsuits. Although the outcome of these lawsuits is not presently determinable, in
the opinion of the government’s counsel the resolution of these matters will not have a material adverse effect on the financial
condition of the government.

Cash Flows

The Cooperative’s federal and state grants operate on a reimbursement basis. The Cooperative must support the expenditures
of these grants with monies from the unrestricted operating monies. Operating on a reimbursement basis for these grants in its
self does not adversely affect the Cooperative’s ability to operate effectively. However, the time it takes to receive
reimbursement, if extensive, does significantly affect the Cooperative’s cash flows and the ability to deliver educational services
to the community in an effective manner. This could affect the Cooperative’s financial operations in subsequent years.

Restatement

There was a restatement of the basic financial statements for $4,897,550, net pension liability. This was for the implementation
of GASBG68 Accounting and Financial Reporting for Pensions—an amendment of GASB Statement No. 27 which requires the recognition
of the Cooperative’s portion of the cost-sharing pension liability.

Subsequent Events

Subsequent events were evaluated through September 17, 2015, which is the date the financial statements were available to be
issued.

FINANACIAL SECTION STATE OF NEW MEXICO

46 | Page

CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5



REQUIRED SUPPLEMENTARY INFORMATION
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SCHEDULE OF THE COOPERATIVE’S PROPORTIONATE SHARE OF THE
NET PENSION LIABILITY
Educational Retitement Board (ERB) Pension Plan
Last 10 Fiscal Years*

2015
District's proportion of the net pension liability 0.090820%
District's proportionate share of the net pension liability $ 5,181,936
District's covered-employee payroll $ 2,504,469
District's proportionate share of the net pension liability as a
percentage of its covered-employee payroll 206.91%
Plan fidudary net position as a percentage of the total pension
liability 66.54%

* These schedules are intended to present 10 years of trending history. However, until a full 10-year trend is compiled, the District will present information for those years
for which information is available.

SCHEDULE OF COOPERATIVE’S CONTRIBUTIONS
Educational Retirement Board (ERB) Pension Plan
Last 10 Fiscal Years*

2015
Contractually required contribution $ 329,185
Contributions in relation to the contractually required (329,185)
Contribution defidency (excess) $ -
District's covered-em ployee payroll $ 2,504,469
Contribution as a percenatge of covered-employee payroll 13.14%

* These schedules are intended to present 10 years of trending history. However, until a full 10-year trend is compiled, the District will present information for those years
for which information is available.

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
For the Year Ended June 30, 2015

Changes of benefit terms: 'The COLA and retitement eligibility benefits changes in recent years are described in the Benefits Provided
subsection of the financial statement note disclosute General Information on the Pension Plan.

Changes of assumptions: ERB conducts an actuarial experience study for the Plan on a biennial basis. Based on the six-year actuarial
experience study presented to the Board of Trustees on April 26, 2013, ERB implemented the following changes in assumptions for
fiscal years 2014 and 2013.

1)  Fiscal year 2014 and 2013 valuation assumptions that changed based on this study:

a

b.
C.
d

Lower wage inflation from 4.75% to 4.25%
Lower payroll growth from 3.75% to 3.50%
Minor changes to demographic assumptions
Population growth per year from 0.75% to 0.50%

2)  Assumptions that were not changed:

a.

b.

Investment return will remain at 7.75%
Inflation will remain at 3.00%

See also the Note VI (B) Acsnarial Assumptions of the financial statement note disclosure on the Pension Plan.
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GENERAL FUNDS
YEAR ENDED JUNE 30, 2015

REC OPERATIONAL FUND (Fund No. 27101 )
The government’s primary fund. It accounts for all financial resources of the general government, except those required to be accounted
for in another fund.

INSTRUCTIONAL MATERIALS FUND ( Fund No. 14000 )
Accounts for all the Instructional Materials funds received through the state for the purpose of acquiring study materials for the students.
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GENERAL FUNDS
Combining Balance Sheet
June 30, 2015
REC Instructional
Operational Materials Total General
Fund #27101 Fund #14000 Funds
Assets
Cash and cash equivalents - $ 9,259 $ 9,259
Receivables:
Grant 82,952 - 82,952
Due from other governments 108,892 - 108,892
Total assets 191,844  § 9,259 $ 201,103
Liabilities and fund balance
Liabilities:
Accounts payable 9,599 § - $ 9,599
Due to other funds 31,153 - 31,153
Total liabilities 40,752 - 40,752
Fund balance:
Unassigned 151,092 9.259 160,351
Total liabilities and fund balance 191,844  § 9,259 $ 201,103

FINANCIAL SECTION
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GENERAL FUNDS

Combining Statement of Revenues, Expenditures, and

Changes in Fund Balance
Year Ended June 30, 2015

Revenues:
Intergovernmental - state grants
Charges for services

Total revenue

Expenditures:
Cutrent:
Instruction
Support services:
Students
General Administration
Central Services
Operation & Maintenance of Plant
Other Support services
Total expenditures

Excess (deficiency) of revennes

over expenditures

Other financing uses:

Transfers out

Net change in fund balance

Fund balance at beginning of the year

Fund balance at end of the year

General Funds

REC Instructional
Operational Materials Total General
Fund #27101  Fund #14000 Fund
$ 3,596,674  $ 14,806  § 3,011,540
13,243 - 13,243
3,609,917 14,866 3,624,783
- 4,241 4,241
3,301,490 - 3,301,490
138,443 - 138,443
199,304 - 199,304
52,430 - 52,430
35,297 - 35,297
3,726,964 4,241 3,731,205
(117,047) 10,625 (106,422)
(583) - (583)
(117,630) 10,625 (107,005)
268,722 (1,366) 267,356
$ 151,092 % 9,259 § 160,351
FINANCIAL SECTION

51| Page



STATE OF NEW MEXICO
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REC OPERATIONAL FUND - NO. 27101
Statement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)

FINANCIAL SECTION
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Year Ended June 30, 2015
Variance with
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final Budgetary Basis) Negative
Revenues:

Intergovernmental - state grants $ 3,653,875 $ 3,992,004 $ 3,610,919 $ (381,085)

Charges for services - - 13,243 13,243
Total revenues 3,653,875 3,992,004 3,624,162 (367,842)
Expenditures:

Current:

Support services:

Students 3,184,000 3,514,905 3,300,214 214,691

General Administration 156,385 155,307 138,443 16,864

Central Services 232,760 232,215 199,407 32,808

Operation & Maintenance of Plant 47,430 55,540 52,274 3,266

Other Support services 33,300 34,037 34,037 -
Total expenditures 3,653,875 3,992,004 3,724,375 267,629
Exccess (deficiency) of revennes

over expenditures - - (100,213) (100,213)
Other financing uses:

Transfers out - - (583) (583)
Net change in_fund balance - - (100,796) (100,796)
Fund balance at beginning of the year - - 268,722 268,722
Fund balance at end of the year $ - $ - 167,926 $ 167,926
RECONCILIATION TO GAAP BASIS:

Change in grant receivable (14,245)

Change in payables (2,589)

Fund balance at end of the year (GAAP basis) $ 151,092
GENERAL FUND
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INSTRUCTIONAL MATERIALS FUND - NO. 14000
Statement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)

Year Ended June 30, 2015
Variance with
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
Revenues:
Intergovernmental - state grants $ - $ 14,164 $ 14,866 $ 702
Expenditures:
Current:
Instruction - 15,442 4,241 11,201
Excess (deficiency) of revenues
over expenditures - (1,278) 10,625 11,903
Beginning cash balance budgeted - 1,278 - (1,278)
Fund balance (deficit) at beginning of the year - - (1,366) (1,366)
Fund balance at end of the year $ - % - 9,259  $ 9,259
RECONCILIATION TO GAAP BASIS:
Change in payables -
Fund balance (deficit) at end of the year (GAAP basis) $ 9,259
GENERAL FUND FINANCIAL SECTION
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NONMAJOR GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2015

Nonmajor Special Revenue Funds
Special revenue funds are operating funds used to account for the proceeds of specific revenue sources that are intended for specific purposes
other than special assessments or major capital projects.
» ENHANCING EDUCATION (Fund No. 24133) Minimum Balance: None

The technology fund provides financing to purchase computers and software for a District-wide student information system and
software licensing for computer labs within the District. The program is funded through the Office of Technology for the State of
New Mexico. Authorization: IASA Improving America School Act PL 103-382.

» LIBRARY BOOKS (Fund No. 27549) Minimum Balance: None

To support the purchase of library books. Authorized through New Mexico Senate Bill 471.
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NON-MAJOR SPECIAL REVENUE FUNDS
Combining Balance Sheet
June 30, 2015

Special Revenue Funds

Enhancing Total Nonmajor
Education Library Books Governmental
Fund #24133 Fund #27549 Funds
Assets
Cash and cash equivalents $ 1,875 $ 220 $ 2,095
Liabilities, deferred inflows
of resources, and fund balance
Deferred inflows of resources:
Advances of federal, state, and local grants  $ 1,875 $ 220 $ 2,095
Fund balance:
Unassigned - - -
Total liabilities, deferred inflows
of resources, and fund balance $ 1,875 $ 220 $ 2,095
FINANCIAL SECTION
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NON-MAJOR GOVERNMENTAL FUNDS
Combining Statement of Revenues, Expenditures, and
Changes in Fund Balance
Year Ended June 30, 2015

Special Revenue Funds

Enhancing Total Nonmajor
Education Library Books Governmental
Fund #24133 Fund #27549 Funds
Revenues:
Intergovernmental - federal grants $ - $ - $ -
Expenditures:
Current:
Instruction - - -
Excess of revenues over expenditures - - -
Fund balance at beginning of the year - - -
Fund balance at end of the year $ - $ - $ -
FINANCIAL SECTION
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CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

ENHANCING EDUCATION FUND - NO. 24133

Schedule of Revenues, Expenditures, and

Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)

Revenues:
Intergovernmental - federal grants

Expenditures:
Current:
Instruction

Exccess of revenues over expenditures

Fund balance at beginning of the year

Fund balance at end of the year

RECONCILIATION TO GAAP BASIS:
Change in payables

Fund balance at end of the year (GAAP basis)

FINANCIAL SECTION
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Budgeted Amounts

Original

Final

Variance with
Final Budget

Actual Amounts Positive

(Budgetary Basis) (Negative)

$

NONMAJOR SPECIAL REVENUE FUND



LIBRARY BOOKS FUND - NO. 27549
Schedule of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2015

Revenues:
Intergovernmental - state grants

Expenditures:
Current:
Instruction

Exccess of revenues over expenditures

Fund balance at beginning of the year

Fund balance at end of the year

RECONCILIATION TO GAAP BASIS:
Change in payables

Fund balance at end of the year (GAAP basis)

NONMAJOR SPECIAL REVENUE FUND

STATE OF NEW MEXICO
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

Budgeted Amounts

Original

Final

Actual Amounts

(Budgetary Basis)

$

Variance with
Final Budget

Positive

(Negative)
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OTHER SUPPLEMENTAL INFORMATION

Supplemental schedules required by the State of
New Mexico to provide additional analysis.
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SCHEDULE OF PLEDGED COLLATERAL

June 30, 2015
Bank of
Ametrica
Cash on deposit at June 30, 2015 $ 605,275
Less FDIC coverage 250,000
Uninsured funds $ 355,275
50% collateral requirement $ 177,638
Pledged collateral 263,798
Excess (deficiency) of pledged collateral $ 86,160
Pledged collateral of financial institutions consists of the following at June 30, 2015
Bank of America: Maturity CUSIP # Market Value
FMAC 2/1/2042 3132GRHLS $ 641
FMAC 6/1/2042 3132GUBR4 2,840
FNMA 10/1/2038 3136EG]JZ6 66,322
FNMA 2/1/2042 3138EHXR6 7,468
FNMA 12/1/2042 3136MOTB9 833
FNMA 6/1/2043 3136WTQN9 875
FNMA 10/1/2028 314041.X39 438
FNMA 11/1/2040 314 16XBU3 20,908
FNMA 12/1/2041 31417ARSQ 13,393
FNMA 5/1/2042 31417BZU4 5,159
FNMA 8/1/2042 31417CSK2 3,583
FNMA 2/1/2043 31417EY70 847
FNMA 11/1/2042 31418ANH7 19,529
FNMA 4/1/2037 31419AGL5 102,091
FNMA 10//1/2039 31419ANK9 265
FNMA 4/1/2039 31419AVF1 11,850
FNMA 12/1/2037 31419AVMG6 395
FNMA 4/1/2041 31419FAUO 4,259
FNMA 11/1/2040 31419HH47 2,102
$ 263,798

The above securities are held at Bank of New York Mellon, New York City, NY.

FINANCIAL SECTION
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CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

CASH RECONCILIATION
June 30, 2015
Net Cash End of Adjustments to Total Cash on
Beginning Cash Receipts Distributions Other Period the report Report
Instructional Matetials $ - $ 14,866 $ (4,241) (1,366)  $ 9,259 $ - $ 9,259
Federal Flowthrough Funds 31,234 414,563 (420,204) (77,995) (52,402) 83,036 31,234
Federal Direct Funds 75,114 245,875 (235,902) 82,019 167,106 (37,995) 129,111
State Flowthrough Funds 220 4,009,378 (4,110,173) (32,432) (133,007) 133,227 220
Local/State - 234910 (216,763) 160,721 178,868 (178,868) -
Total $ 106,568 $ 4,919,592 $ (4,987,283) 130,947 $ 169,824 $ - $ 169,824
Account Name Account Type Bank Name Bank Amount Adjustments to report:

Operational Checking - Non-Interest Wells Fargo Bank $ 605,275 Interfund loans receivable $ 216,863
Interfund loans payable (216,863)

Total adjustment to the report

Adjustments to cash:
Bank Balance

Cash on hand
Outstanding deposits
Outstanding checks

Total adjustment to cash

605,275

(435,451)
169,824
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Prepared by (Agency Staff Name):

Type of
REB/RFP # Procurement Awarded To

No purchases were made that exceeded $60,000

STATE OF NEW MEXICO
CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

SCHEDULE OF VENDOR INFORMATION

(Individual Purchases in Exceeding $60,000, Excluding Gross Receipts Tax)

Year Ended June 30, 2015

Jessica Orona

Title: _Business Manager

Date:

August 29, 2015

Amount of
Awarded Contract

Amount of
Amended
Contract

Name and Physical Address
of All Respondents

In-State /
Out-of-State
Vendor

Veteran's
Preference
N/A for
Federal
Funds

Scope of Work



COMPLIANCE SECTION

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

§

Report on Compliance for Each Major Federal Program;
Report on Internal Control Over Compliance; and
Report on the Schedule of Expenditures of
Federal Awards Required By OMB Circular A-133

§

Schedule of Expenditures of Federal Awards
Notes to the Schedule of Expenditures of Federal Awards

§

Schedule of Findings and Questioned Costs:
Summary of Auditor’s Results

Financial Statement Findings
Federal Award Findings

§
Summary Schedule of Prior Year Audit Findings

§

Required Disclosure
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{ SOLUTIONSS

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 AUDITORS' REPORT

Tim Keller, State Auditor

The Council and

The Audit Committee of

Central Region Educational Cooperative No. 5

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States,
the financial statements of the governmental activities, each major fund, the aggregate remaining fund information, the budgetary

comparisons of the general fund and major special revenue funds, of the Central Region Educational Cooperative No. 5 as of and
for the year ended June 30, 2015, and the related notes to the financial statements, which collectively comprise Central Region
Educational Cooperative No. 5’ basic financial statements, and the combining and individual funds and related budgetary
comparisons of Central Region Educational Cooperative No. 5, presented as supplemental information, and have issued our report
thereon dated September 17, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit, of the financial statements, we considered Central Region Educational Cooperative No. 5’s
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of Central Region Educational Cooperative No. 5’s internal control. Accordingly, we do not express
an opinion on the effectiveness of Central Region Educational Cooperative No. 5’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the
normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis. A
material weakness is a deficiency, or a combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the Central Region Educational Cooperative No. 5’s financial statements will not be prevented, or
detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a waterial weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies and therefore,
material weaknesses or significant deficiencies may exist that were not identified. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified. We did identify certain deficiencies in internal control, described in the accompanying
schedule of findings and questioned costs that we consider to be significant deficiencies. Finding 2014-001 and 2014-003.
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Tim Keller, State Auditor

The Council and

The Audit Committee of

Central Region Educational Cooperative No. 5

Compliance and other matters

As part of obtaining reasonable assurance about whether Central Region Educational Cooperative No. 5’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance 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. We also noted certain other matters that are required to be reported pursuant to
Government Auditing Standards paragraphs 5.14 and 5.16, and pursuant to Section 12-6-5, NMSA 1978, which are described in the
accompanying schedule of findings and questioned costs as findings 2012-002, 2014-001, and 2014-003.

Central Region Educational Cooperative No. 5’s Response to Findings

Central Region Educational Cooperative No. 5 responses to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. Central Region Educational Cooperative No. 5’s responses were not subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express no opinion on them.

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the result of that
testing, and not to provide an opinion on the effectiveness of the Central Region Educational Cooperative No. 5’s internal control

or on compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

September 17, 2015
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REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM; REPORT ON INTERNAL CONTROL
OVER COMPLIANCE; AND REPORT ON THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
REQUIRED BY OMB CIRCULAR A-133

INDEPENDENT AUDITOR’S REPORT

Tim Keller, State Auditor

The Council and

The Audit Committee of

Central Region Educational Cooperative No. 5

Report on Compliance for Each Major Federal Program

We have audited Central Region Educational Cooperative No. 5’s compliance with the types of compliance requirements described
in the OMB Circutar A-133 Compliance Supplement that could have a direct and material effect on each of Central Region Educational
Cooperative No. 5’s major federal programs for the year ended June 30, 2015. Central Region Educational Cooperative No. 5’s
major federal programs are identified in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants applicable to its
federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Central Region Educational Cooperative No. 5’s major
federal programs based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; and OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. 'Those standards and OMB Circular A-133 require
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about Central Region Educational Cooperative No. 5’s compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal program. However,
our audit does not provide a legal determination of Central Region Educational Cooperative No. 5’s compliance.

Opinion on Each Major Federal Program

In our opinion, Central Region Educational Cooperative No. 5 complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal programs for the year

ended June 30, 2015.

Other Matters

The results of our auditing procedures disclosed an instance of noncompliance, which is required to be reported in accordance
with OMB Circular A-133 and which are described in the accompanying schedule of findings and questioned costs as item
SA2014-001. Our opinion on each major federal program is not modified with respect to this matter.

Central Region Educational Cooperative No. 5’s response to the noncompliance finding identified in our audit is described in the
accompanying schedule of findings and questioned costs. Central Region Educational Cooperative No. 5’s response was not
subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the response.
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Tim Keller, State Auditor

The Council and

The Audit Committee of

Central Region Educational Cooperative No. 5

Report on Internal Control Over Compliance

Management of Central Region Educational Cooperative No. 5 is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and performing our audit of
compliance, we considered Central Region Educational Cooperative No. 5’s 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 Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of Central Region Educational Cooperative No. 5’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
noncompliance with a type of compliance requirement of a federal program on a timely basis. A material weakness in internal control
over compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will not be prevented, or
detected and corrected, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control over compliance that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified. We did
not identify any deficiencies in internal control over compliance that we consider to be material weaknesses. However, we
identified certain deficiencies in internal control over compliance, as described in the accompanying schedule of findings and
questioned costs as item SA2014-001, that we consider to be a significant deficiency.

Central Region Educational Cooperative No. 5’s response to the internal control over compliance findings identified in our audit
are described in the accompanying schedule of findings and questioned costs. Central Region Educational Cooperative No. 5’s
response was not subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion
on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal control

over compliance and the results of that testing based on the requirements of OMB Circular A-133. Accordingly, this report is not
suitable for any other purpose.

September 17, 2015
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STATE OF NEW MEXICO

CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Federal Grantor/Pass - Through
Grantor/Program or Cluster Title

U.S. Department of Education:

Pass-Through Programs From:
New Mexico Department of Education:
Special Education IDEA) Cluster:
Entitlement IDEA-B
Discretionary IDEA-B
Preschool IDEA-B
State Discretionary IDEA-B

Total Special Education (IDEA) Cluster

Javits Gifted & Talented
Negligent, Delinquent or At-Risk
Enhancing Education

Total U.S. Department of Education

U.S. Department of Health and Human Services:
Pass-Through Program From:

New Mexico Department of Health:
Title XIX Medicaid

Total Expenditures of Federal Awards

See the accompanying notes to the Schedule of Expenditures of Federal Awards.
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Year Ended June 30, 2015

Federal
CFDA

Number

84.027
84.027
84.173
84.027

84.009
84.013
84.318X

93.778

Pass-Through
Entity Identifying
Number

24106
24107
24109
27200

24102
24123
24133

25153

$

Cluster
Programs

150,238

385,216

Federal
Expenditures

535,454

257,609

793,063

235,902

$ 1,028,965



NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2015

Scope of audit pursuant to OMB Circular A-133

All federal grant operations of Central Region Educational Cooperative No. 5 (the “Cooperative”) are included in the scope of the Office
of management and Budget (“OMB”) Circular A-133 audit (the “Single Audit”). The Single Audit was performed in accordance with the
provisions of the OMB Circular Compliance Supplement (Revised July 2015 the “Compliance Supplement”). Compliance testing of all
requirements are described in the Compliance Supplement, was performed for the grants programs noted below. These programs
represent all federal award programs and other grants with fiscal 2015 cash and non-cash expenditures to ensure coverage of at least 50%
(HIGH risk auditee) of federally granted funds. Actual coverage is approximately 75% of total cash and non-cash federal award program
expenditures. Total cash expenditures were in the amount of $1,028,965 and there were not any non-cash expenditures amounted.

Fiscal 2015
Major Federal Award Program Description Expenditure
Cash assistance:
IDEA-B Special Educain Cluster $ 535,454
Title XIX Medicaid 235,902
Total $ 771,356

The federal program that was considered a high risk Type A program for the 2015 audit was IDEA-B Special Education Cluster.
The U.S. Department of Education is the Cooperative’s oversight agency for single audit.

Summary of significant accounting policies

Basis of presentation

The accompanying Schedule of Expenditures of Federal Awards (the “Schedule”) includes the federal grant activity of the Cooperative
under programs of the federal government for the year ended June 30, 2015. The information in this schedule is presented in accordance
with the requirements of the Office of Management and Budget (OMB) Circular A-133, Audits of States, ocal Governments, and Non-Profit
Organizations. Because the schedule presents only a selected portion of the operations of the Cooperative, it is not intended to and does
not present the financial position and changes in net position of the Cooperative. All federal programs considered active during the year
ended June 30, 2015, are reflected on the Schedule. An active federal program is defined as a federal program for which there were
receipts or disbursements of funds or accrued (deferred) grant revenue adjustments during the fiscal year or a federal program considered
as not completed or closed out at the beginning of the fiscal year. The Schedule is prepared using the accrual basis of accounting. Grant
revenues are recorded for financial reporting purposes when the Cooperative has met the qualifications for the respective grant. Grant
revenues for the Food Donation Program are based upon commodities received, at amounts per standard price listing, published quarterly
by the United States Department of Agriculture (the “USDA”). In addition, there is no federal insurance in effect during the year and
loan or loan guarantee outstanding at year end.

Accrued and deferred reimbursements

Various reimbursement procedures are used for federal awards received by the Cooperative. Consequently, timing differences between
expenditures and program reimbursements can exist at the beginning and end of the year. Accrued balances at year end represent an
excess of reimbursable expenditures over receipts to date. Deferred balance at year-end represent an excess of cash receipts over
reimbursable expenditure to date. Generally, accrued or deferred balances covered by differences in the timing of cash receipts and
expenditures will be reversed in the remaining grant period.

STATE OF NEW MEXICO
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2015

1.  SUMMARY OF AUDIT RESULTS

Yes No Occurrences
FINANCIAL STATEMENTS:
Type of auditor’s report issued: Unmodified

Internal control over financial reporting:
Material weakness(es) identified? v -
Significant Deficiency(ies) identified? v

Noncompliance material to financial statements noted? v -

FEDERAL AWARDS:
Internal control over major programs:

Material weakness(es) identified? v -

Significant Deficiency(ies) identified? v 1

Type of auditor’s report issued on compliance with major programs: Unmodified
Any audit findings disclosed that are required to be
reported in accordance with Section 510(a) of Circular A-133? v 1

The programs treated as major programs include:

Name of Federal Program or Cluster CFDA Number
IDEA-B Special Education Cluster 84.027

The threshold for distinguishing types A and B programs: $300,000

Auditee qualified as low-risk auditee? v
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2015

II. FINDINGS RELATED TO FINANCIAL STATEMENTS

2012 — 002 NON-COMPLIANCE WITH PURCHASING POLICIES
Other Noncompliance

(Repeat of prior year finding FS 2012-02; updated and revised)

Condition: Thirty disbursements were tested with one purchases totaling $169 being made prior to the approval of purchase
orders. Purchase orders are used to control cash and to authorize the purchases in accordance with the authorized budget.
The Cooperative has made improvements in maintaining controls over purchasing with only one violation versus the four
that were in the prior year. However, a complete corrective action had not been implemented.

Criteria: Section 13-1 to 199, NMSA 1978 states that expenditures should be propetly authorized, processed and recorded and
should have adequate supporting documentation for the disbursement.

Cause: Personnel initiated and/or completed purchases ptior to obtaining approval for the purchase in accordance with
established policies and regulations.

Effect of condition: Any purchases made without prior authorization have the potential to cause cash deficits in the funds from
which they are made or violations of the approved budget.

Recommendation: The importance of cash controls and adequate planning need to be made clear to all personnel that will be
making purchases for the cooperative.

Management’s response: The CREC has recognized the finding in which the authorization of a purchase was made before the
approval of the purchase order. The system requisition was in place the same date as the purchase; however, the purchase
order was not fully executed until after the fact. The CREC has already put a process in place and has been reiterated to all
staff that all required documents for purchases (including reimbursements for purchased items) are submitted to the Chief
Procurement Officer and turned into a direct purchase order before the purchase is made.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2015

FINDINGS RELATED TO FINANCIAL STATEMENTS (cont’d)

2014 - 001 UNAUTHORIZED LOAN FROM RESTRICTED FUNDS

Significant Deficiency in Internal Control
(Repeat of prior year finding; updated and revised)

Condition: The Cooperative does not have sufficient cash available in the general fund to loan the special revenue funds money
in-order to keep the school district operating without borrowing from Title XIX Medicaid Special Revenue Fund ($37,995)
and School Based Health Center Special Revenue Fund ($178,868). This condition has worsened from the previous year
with the amount of unauthorized loans increasing by $25,477.

Criteria: Special revenue funds are restricted in their use as per the terms of the grant agreements and are not intended to
supplement other programs.

Cause: The delay in processing request for reimbursements for special revenue expenditures and the decline in the cash balance
of the General Fund.

Effect of Condition: Management is out of compliance with the restrictions of Title XIX Medicaid Special Revenue Fund and
School Based Health Center Special Revenue Fund.

Recommendation: Management should develop a plan to monitor cash balances to insure that the General Fund can cover the
reimbursement funds until reimbursement have been received. Requests for reimbursements should be monitored and
followed up on to promote expedient processing.

Management’s Response: The CREC has been acquiring outside contracts to hopefully regain a cash reserve, so that at the end of
the year we aren’t dependent on the use of the federal funds to float our ending cash balance.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2015

II. FINDINGS RELATED TO FINANCIAL STATEMENTS (cont’d)

2014 -003 DORMANT FUNDS
Stignificant Deficiency in Internal Control

(Repeat of prior year finding; updated and revised)

Condition: The Cooperative has special revenue funds in the general ledger that are carrying balances forward from year to year
but are not being utilized. There has been no change in this condition from the previous year. These funds ate as follows:

Javits Gifted & Talented $ 3,807
Discretionary IDEA-B 21,137
Preschool IDEA-B 4,415
Enhancing Education 1,875
Library Books 220

Criteria: Good accounting policy necessitates the review of the general ledger to ensure that all existing funds are being utilized
and that any funds that are not being used yet are carrying balances are appropriately adjusted.

Cause: Management is not following procedures to review the general ledger to ensute that the Cooperative gets the benefit of all
funds available to the Cooperative and minimize the work required to maintain the general ledger.

Effect of condition: The extra funds that are not being utilized, but are carrying balances, create additional work for the
Cooperative during the preparation of reports and the reviewing of the general ledger.

Recommendation: Management should implement procedures to review the general ledger to identify funds that are not being
utilized so that cash balances can be used, covered, or reverted back to the originator.

Management’s Response: The issue of the dormant funds now lies with the Deputy Secretary of Finance, Paul Aguilar. He in
turn has requested legal advice at the federal level on how to re-issue these funds back to the CREC.
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2015

III. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

DEPARTMENT OF EDUCATION
U. S. Department of Health and Human Setvices
Title XIX Medicaid CFDA No. 93.778
Allowable Costs

SA2014 - 001 UNAUTHORIZED LOAN FROM RESTRICTED FUNDS
Significant Deficiency in Internal Control

(Repeat of prior year finding; updated and revised)

Condition: The Cooperative does not have sufficient cash available in the general fund to loan the special revenue funds money
in-order to keep the school district operating without borrowing from Title XIX Medicaid Special Revenue Fund

($37,995). This condition has improved from the previous year with the amount of unauthorized loans decreasing by
$44,024.

Criteria: Special revenue funds are restricted in their use as per the terms of the grant agreements and are not intended to
supplement other programs.

Cause: The delay in processing request for reimbursements for special revenue expenditures and the decline in the cash balance
of the General Fund.

Effect of Condition: Management is out of compliance with the restrictions of Title XIX Medicaid Special Revenue Fund and
School Based Health Center Special Revenue Fund.

Recommendation: Management should develop a plan to monitor cash balances to insure that the General Fund can cover the
reimbursement funds until reimbursement have been received. Requests for reimbursements should be monitored and
followed up on to promote expedient processing.

Management’s Response: The CREC has been acquiring outside contracts to hopefully regain a cash reserve, so that at the end of
the year we aren’t dependent on the use of the federal funds to float our ending cash balance.
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SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2015

I.  RESOLVED

There were no findings to be reported from the prior year.

II. NOT RESOLVED

FS 2012-02 — Non-compliance with Purchasing Policies (significant deficiency)
Current Status: Not resolved. Repeated in the current year.

2014 - 001  UNAUTHORIZED LOAN FROM RESTRICTED FUNDS
Current Status: Not resolved. Repeated in the current year.

2014 - 003 DORMANT FUNDS
Current Status: Not resolved. Repeated in the current year.
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REQUIRED DISCLOSURES
YEAR ENDED JUNE 30, 2015

The financial statements were prepared by the independent public accountants.

An exit conference was held September 22, 2015, during which the audit findings were discussed. The exit conference was attended by the
following individuals:

CENTRAL REGION EDUCATIONAL COOPERATIVE NO. 5

Ron Hendrix Council Member / Audit Committee
Maria Jaramillo Executive Director; Member, Audit Committee
Jessica Orona Business Manager; Member, Audit Committee

ACCOUNTING & FINANCIAL SOLUTIONS, I.I.C

Terry Ogle, CPA Partner
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