NOTICE

RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3
$3,000,000© - General Obligation Bonds, Series 2020

Preliminary Official Statement
Dated February 6, 2020

The Preliminary Official Statement, dated February 6, 2020 (the “Preliminary Oficial Statement’) relaing to the
above-described bonds (the “Bonds”) of the RUIDOSO MUNICIPAL SCHOOLDISTRICT NO. 3 (the “Issuer”), has been
posted on the internet as a matier of convenience. Paper copies of the Preliminary Official Statement are available
from the Issuer by contacting the financial advisor, RBC Capital Markets, LLC, Erik B. Harrigan at (505) 872-5999.
The posted version of the Preliminary Oficial Statement has been formatted in Adobe Portable Document Format
(Adobe Acrobat XI). Although this format should replicate the Preliminary Ofiicial Statement available from the Issuer, its
appearance may vary for a number of reasons, including electronic communicaton dificulies or particular user
sofware or hardware. Using softvare other than Adobe Acrobat XI may cause the Preliminary Official Statement that
you view or print to differ in format from the Preliminary Official Statement

The Preliminary Official Statement and the information contained therein are subject to completion or
amendment or other change without notice. Under no circumstances shall the Preliminary Official Statement constitute
an offer to sell or the solicitation of an offer to buy nor shall there be any sale of the Bonds in any jurisdiction in which
such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws ofany such
jurisdiction.

For purposes of Rule 15¢2-12 promulgated by the Securites and Exchange Commission, the Preliminary Offcial
Statement alone, and no other document or information on the internet, constiutes the “Oficial Statement’ that the
Issuer has deemed “final” as of its date in respect of the Bonds, except for certain pertinent information permitied to
be omited there from.

No person has been authorized to give any information or to make any representatons other than those
contained in the Preliminary Official Statement in connection with the ofier and sale of the Bonds, and, if given or made,
suchinformation or representations mustnot be relied upon as having been authorized. The information and expressions
of opinion in the Preliminary Official Statement are subject to change without notice and neither the delivery of the Official
Statement nor any sale made thereunder shall, under any circumstances, create any implicaon that there has been
no change in the affairs of the Issuer since the date of the Preliminary Official Statement

By choosing to proceed and view the electronic version of the Preliminary Ofiicial Statement, you acknowledge
that you have read and understood this Notice.

Preliminary Official Statement dated February 6, 2020

(1) Preliminary, subjectto change.



This Preliminary Official Satement and the information contained herein are subject to completion or amendment. These securities may not be sold nor may offers o buy be accepted prior to the ime the Cfficial Siatementis delivered in final form. Underno circumstances shall this Preliminary

Official Statement consitute an offer © sell ora solicitaton of an offer to buy nor shall there be any sale of these securities in anyjurisdiction in which such offer, solicitation or sale would be unlawful prior to the registration or qualificaon under the securities laws of such jurisdiction.

PRELIMINARY OFFICIAL STATEMENT DATED FEBRUARY 6, 2020

$3,000,0000
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3
General Obligation Bonds, Series 2020

NEW ISSUE Bank-Quialified
Book-Entry Only Moody’srating: Aa3 Underlying/Aa3Enhanced
PURPOSES Proceeds of the Bonds will be used for the purpose of (i) erecting, remodeling, making additions to and furnishing school buildings and

THE BONDS

OPTIONAL
REDEMPTION

SECURITY

BOND AND
TAX OPINION

DELIVERY
DATED DATE
DUEDATE

purchasing or improving school grounds and purchasing computer software and hardw are for student use in public schools, providing
matching funds for capital outlay projects funded pursuant to the Public School Capital Outlay Act, or any combination of these purposes
and (i) paying costs of issuance.

The Bonds are issuable as fully registered bonds and when initially issued will be registered in the name of Cede & Co., as nominee of
the Depository Trust Company, New York, New York (“DTC"). Purchases of the Bonds will be made in book-entry form only, in the
principal amount of $5,000 or any integral multiple thereof, through brokers and dealers who are, or who act through a DTC Participant.
Beneficial owners of the Bonds will not be entifled to receive physical delivery of bond certificates so long as DTC or a successor
securities depository acts as the securities depository with respectto the Bonds. Interest on the Bonds is pay able on each February 1
and August 1, commencing August 1, 2020. As long as DTC or its nominee is the registered ow ner of the Bonds, reference in this
Official Statement to registered ow ner will mean Cede & Co., and pay ments of principal of and interest on the Bonds will be made directly
to DTC by the Paying Agent. Dishursements of such pay ments to DTC Participants are the responsibility of DTC. See “The Bonds -
Book-Entry Only System”. BOKF, N.A., New Mexico (or successor in function) will serve as the Registrar and Paying Agent for the
Bonds.

The Series 2020 Bonds are subject to redemption prior to maturity as provided herein. See “THE BONDS.”

The Bonds are general obligations of the Ruidoso Municipal School District No. 3, pay able solely out of general (ad v alorem) property
taxes which are required to be levied against all tax able property in the District without limitation as to rate or amount.

In the opinion of Modrall, Sperling, Roehl, Harris & Sisk, P.A., Bond Counsel, under existing law and assuming continuous compliance
with certain covenants in the documents relating to the Bonds and requirements of the Internal Revenue Code of 1986, as amended,
(the “Code”) interest on the Bonds is ex cluded from gross income for federal income tax purposes, and the interest on the Bonds is not
treated as an item of tax preference for purposes of the alternative minimum tax imposed on individuals and corporations. However, for
the purpose of computing the alternative minimum tax imposed on certain corporations (as defined for federal income tax purposes)
such interest is taken into account in determining adjusted current earnings. Bond Counsel is further of the opinion that interest on the
Bonds is ex cluded from netincome for purposes of certain New Mexico tax es imposed on individuals, estates, trusts and corporations.
Bond Counsel expresses no opinion regarding other federal income tax consequences relating to the accrual or receipt of interest on
the Bonds. (See “Tax Exemption” herein.)

When, as and if issued, through DTC'’s facilities, on or about February 27, 2020
Date of delivery

August 1, as shown on the following page:

Electronic and sealed bids for the Bonds will be open at 9:00 AM, prevailing Mountain Time, February 13, 2020.
See “Official Notice of Bond Sale” enclosed for the Bonds.

(1) Preliminary, subjectto change.



General Obligation School Bonds, Series 2020

Cusip # Cusip #
Year Principal Interest Rate Yield 781338 Year Principal Interest Rate Yield 781338
2021 $50,000 2028 $270,000
2022 200,000 2029 270,000
2023 50,000 2030 270,000
2024 95,000 2031 270,000
2025 135,000 2032 270,000
2026 270,000 2033 270,000
2027 270,000 2034 310,000

(1) Preliminary, subject to change.

**. CUSIP is aregistered trademark of the American Bankers Association. CUSIP data herein is provided by CUSIP Global Services,
managed by S&P Capital IQ LLC on behalf of the American Bankers Association. This datais notintendedto create a database and
doesnotserve in any way as a substitute forthe CUSIP Services. CUSIP numbers are included herein solely forthe convenience of
the owners of the Bonds. None of the District, the Financial Advisor northe Underwriters shall be responsible forthe selection or the
correctness of the CUSIP numbers shown herein.
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A Few Words About Official Statements

Official statements for municipal securities issues — like this one — contain the only “oficial” information about a
particular issue of municipal securies. This Official Statement is not an offer to sell or solicitaion of an offer to
buy Bonds in any jurisdicton where it is unlawful to make such offer, solicitaion or sale and no unlawiul offer,
solicitaon or sale of the Bonds may occur through this Official Statement or otherwise. This Official Statement is
not a contract and provides no investment advice. Investors should consult their advisors and legal counsel with
their questions about this Official Statement, the Bonds or anything else related to this issue.

MARKET STABILIZATION

In connection with this Official Statement, the Underwriters may over-allot or effect transactions which stabilize
and maintainthe market price of the Bonds at a level above that which might otherwise prevail in the open market.
The Underwriters are not obligated to do this and are free to discontinue it at any time.

The estimates, forecasts, projectons and opinions in this Oficial Statement are not hard facts, and no one,
including the District, guarantees them.

The District and other reliable sources have provided information for this Oficial Statement, with the goal of
providing disclosure 1o investors which meets legal requirements.

Modrall, Sperling, Roehl, Harris & Sisk, P.A. is serving as a bond counsel to the District has assisted in the
preparaion of the Oficial Statement, has reviewed its contents, and has participated in conferences with
representaves of the District Financial Advisor to issue disclosure counsel opinion. Such frm has no
responsibility for the accuracy or completeness of any information furnished in connection with any offer or sale of
the Bonds in the Official Statement or otherwise. The legal fees t be paid to Bond Counsel and special disclosure
counsel for services rendered in connection with the issuance of the Bonds is contingent upon the sale and delivery
of such Bonds and all legal fees will be paid from Bond proceeds.

Any part of this Official Statement may change at any ime, without prior notice. Also, important information about
the District and other relevant matiers may change after the date of this Official Statement

All document summaries are just that — they are not complete or definiive, and they may omit relevant information.
Such documents are qualified in their entirety by reference to the complete documents. Any investor who wishes
o review the full text of documents may request them at no cost from the District or the Financial Advisor as
follows:

District Financial Advisor
Ruidoso Municipal School District RBC Capital Markets, LLC
200 Horton Circle 6301 Uptown Blvd. NE, Suite 110
Ruidoso, New Mexico 88345 Albuguerque, NM 87110
(575) 257-4051 Atin: Erik Harrigan

Atin: Dr. George Bickert
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$3,000,000®
Ruidoso Municipal School District No. 3
General Obligation School Building Bonds, Series 2020

INTRODUCTION

This Official Statement is furnished to prospectve purchasers of Ruidoso M unicipal School District No. 3, New Mexico,
General Obligaton School Building Bonds, Series 2020 (the “Bonds” or “Series 2020 Bonds”), issued in the aggregate
principal amount of $3,000,000 by Ruidoso M unicipal School District No. 3 (the "District’). The offering of the Bonds
is made only by way of this Preliminary Official Statement, which supersedes any other information or materials used
in connection with the offer or sale of the Bonds. Additonal information concerning the District, the Bonds, and other
aspects of this ofiering may be obtained either from the District, or RBC Capital Markets, LLC (the "Financial Advisor")
at the address set forth in the section entiled "ADDITIONAL MATTERS."

The following material is qualified in its entrety by the more complete information contained throughout this Official
Statement, and detachment or other use of this "INTRODUCTION " without the entire Official Statement, including the
cover page and the appendices, is not authorized.

All terms used in this Preliminary Oficial Statement that are not defned herein shall have the meanings given such
terms in Resoluton authorizing issuance of the Bonds to be adopted by the Board of Education of the District (the
"Board") as described in the Resoluton (the "Bond Resolution”).

The Financial Advisor

The Issuer has refained RBC Capital Markets, LLC as financial advisor (the "Financial Advisor")in connection with the
preparation, authorizaon and issuance of the Bonds. The Financial Advisor is not obligated o undertake, and has not
undertaken to make, an independent verification or to assume responsibility for the accuracy, completeness, or fairness
of the information contained in the Preliminary Ofiicial Statement. The fee of the Financial Advisor for services with
respect to the Bonds is contingent upon the issuance and sale of the Bonds.

The Issuer

The District is a poliical subdivision of the State organized for the purpose of operaiing and maintaining an educatonal
program for the school-age children residing within its boundaries. The District includes the Village of Ruidoso, City of
Ruidoso Downs, and part of the unincorporated areas of Lincoln County. The District is located in the south-eastern
corner of the State.

Security

The Bonds are general obligatons of the District and paid from ad valorem taxes that are levied against all taxable
property within the District Neither the State nor the County has any responsibility to pay the debt service on the
Bonds.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]

Preliminary, subjectto change.



Limited Role of Auditors

Except for the audited financial statements of the District for the year ended June 30, 2019, contained in Appendix B,
this Official Statement presents unaudited financial and statistical information from District records and other sources.

Purpose

The Bonds are being ofered for the purpose of providing funds (i) for erecting, remodeling, making addions to and
furnishing school buildings, purchasing and improving school grounds, and purchasing computer sofware and
hardware for student use in public school classrooms, or any combination of these purposes within the District and (ii)
to pay costs of issuance.

THE BONDS

New Mexicolaw enables the District to issue the Bonds (Section 6-15-1 through Section 6-15-22, NMSA, 1978). The
New Mexico Atiorney General will provide a writen approving opinion with respect to the Bonds.

General Terms

The Bonds will bear interest at the rates and mature in the amounts and on the dates shown on the front cover of this
Official Stattment All Bonds are fully registered in denominations of $5,000 or integral muliiples thereof in
conformance with the Constituion and laws of the State and pursuant to the Bond Resolution. Bond payments will go
to The Depository Trust Company (“DTC”), and DTC will then remit the payments o its partcipants for disbursement
to the beneficial owners of the Bonds. See “Book-Entry Only System” in Appendix C.

Bond Registrar and Paying Agent
BOKF, N.A. (or successor) will serve as Paying Agent and Registrar for the Bonds.

Payment of Principal and Interest; Record Date

The principal of the Bonds is payable to the registered owners of the Bonds at the principal ofice of the Paying Agent
Interest on the Bonds is payable by check or draft of the Paying Agent mailed on or before each interest payment date
to the registered owners of the Bonds as of the close of business on the 15" day of the calendar month preceding the
interest payment date (the “Regular Record Date”) at the addresses appearing in the registraion books maintained by
the Registrar; but any such interest not so imely paid or duly provided for shall cease to be payable to the person who
is the registered owner thereof at the close of business on the Regular Record Date and shall be payable to the person
who is the registered owner thereof at the close of business on the date to be fixed by Registrar whenever moneys
become available for the payment of defaulted interest (the “Special Record Date”).

Optional Prior Redemption

The Series 2020 Bonds maturing on and after August 1, 2029, are subject to prior redemption at the Districts option
in one or more units of $5,000 on and after August 1, 2028 in whole or in part at any time in such order of maturiies
as the District may determine for the principal amount of each $5,000 unit of principal soredeemed and accruedinterest
to the redemption date. If the District redeems only part of the Bonds of a given maturity, the Registrar will select those
Bonds by lot

Transfers and Exchanges

Registered Bond owners may surrender and transfer their Bonds, in person or by duly authorized atiorney, at the ofice
of the Paying Agent/Registrar. They must complete an approved transfer form and pay any taxes or governmental
charges which apply to the transfer. As explained in Appendix C, while DTC is the securifies depository for the Bonds,
it will be the sole registered owner of the Bonds.



Limited Book-Entry Responsibilities

While a book-entry-only system is used for the Bonds, the Paying Agent/Registrar will send redemption and other
notices only to DTC. Any failure of DTC to advise any DTC Participant, or of any DTC Participant to notify any Beneicial
Owner, of any notice and its content or effect will not afiect the validity of suficiency of the proceedings relating to the
Bond redemption or any other action based on the notice.

The District and the Financial Advisor have no responsibility or liability for any aspects of the records relaing to or
payments made on account of beneficial ownership, or for maintaining, supervising or reviewing any records relating
to beneficial ownership of interests in the Bonds.

The District and the Financial Advisor cannot and do not give any assurances that DTC will distribute payments to
DTC Participants or that DTC Participants or others will distrioute payments with respect to the Bonds received by
DTC or its nominees as the holder or any redemption notices or other notices o the beneficial holders, or that they
will do so on a tmely basis, or that DTC will serve and act in the manner described in this Official Stattment See
Appendix C.

SECURITY AND REMEDIES

The Bonds are general obligations of the District payable from general (ad valorem) property taxes that may be levied
against all taxable property within the District without limitation of rate or amount

The District must use all of the property taxes collected for debt service, and any other legally available money, o pay
the debt service on the Bonds and other outstanding debt

Various New Mexicolaws and constituional provisions apply to the assessment and collection of ad valorem property
faxes. There is no guarantee that there will not be any changes that would have a material efiect on the District

Limitations of Remedies

There is no provision for acceleration of maturity of the principal of the Bonds in the event of a default in the payment
of principal of or interest on the Bonds. Consequently, remedies available to the owners of the Bonds may need to be
enforced from year to year.

The enforceability of the rights and remedies of the owners of the Bond, and the obligations incurred by the District in
issuing the Bond, are subject to the following: the federal bankrupicy code and applicable bankruptcy, insolvency,
reorganization, moratorium, or similar laws relaiing 1o or affecng the enforcement of creditor's rights generally, now or
hereafter in eflect usual equity principles that may limit the specific enforcement under State law of certain remedies;
the exercise by the United States of America of the powers delegated to it by the federal Constituion; and the
reasonable and necessary exercise, in certain exceptional situations, of the police power inherent in the sovereignty of
the State and its governmental bodies in the interest of serving a significant and legiimate public purpose. Bankruptcy
proceedings, or the exercise of powers by the federal or State government, if inifated, could subject the owners of the
Note to judicial discretion and interpretation of their rights in bankruptcy or otherwise, and consequenty may entail
risks of delay, limitation, or modification of their rights.

New Mexico School District Enhancement Program

The New Mexico legislature amended NMSA 1978, Sections 22-18-1 et seq. in the first session of 2003 by adding
Section 22-18-13 which became eflective July 1, 2003. Section 22-18-13 was further amended in 2007 and provides that, if
a school districtindicates that it will not make the paymentby the date on which it is due, the New Mexico Depariment of
Finance and Administration (“DFA") shall forward the amountin immediately available funds necessary to make the payment
due on the bonds to the paying agent from the current fiscal year's undistributed State Equalization Guarantee (“SEG)
distribution to that school district and, if not otherwise repaid by the school district from other legally available funds, withhold
the distributions from the school district untl the amount has been recouped by the DFA, provided that, if the amount of the
undistributed SEG distribution in the currentfiscal year is less than the payment due on the bond, the DFA shall:



(1) forward in immediately available funds to the paying agent an amount equal to the total amount of the
school districts undistributed SEG distribution and, if not otherwise repaid by the school district from other
legally available funds, withhold all distributions to the school district for the remainder of the fiscal year; and

(2) on July 1 of the following fiscal year, forward in immediately available funds an amount equal to the
remaining amount due to the paying agent from that year's SEG distribution and, if not otherwise repaid by
the school district from other legally available funds, withhold an equal amount from the distribution to the
school district untl the amount paid has been recouped in full.

This provision applies to all New Mexico school districts.
Withholding of the SEG distribution may affect the District's ability to continue to operate.

The New Mexico School District Enhancement Program was initially put on watch list for possible downgrade on May
15, 2007 after the State adopted new legislation that altered the mechanics of the program. After areview of the law
and policies regarding the implementation of the law, program ratings were bifurcated, with one rating applying to bonds
issued prior to the March 30, 2007 eflective date of the legislaion and a second rating applying to bonds issued on or
afier the March 30, 2007 efiectve date. Under the new law, the State cannot immediately advance more than the
remaining undistributed SEG payments for the fiscal year of default As a result, those school districts with principal
and interest payments that fall in the latter part of the fiscal year or that are significant in amount relative to the district' s
total annual SEG distribuion may not have sufficient undistributed SEG payments to cover debt service payments in
the event of a default

Moody's downgraded the New Mexico School District Enhancement Program (Pre and Post-Defaulf) to Aa2 from Aal,
and assigned a negatve outook on November 1, 2016. On June 18, 2018, Moody's further downgraded the
enhancement rating from “Aa2” to “Aa3” and assigned a stable outiook.

By request, Moody’s will assign a rating to school district bonds upon verification of a requirement in the authorizing
Bond Resolution that an independent, third-party paying agent will be appointed and maintained. The District has
qualiied the Bonds under the New Mexico School District Enhancement Program and received a rating of “Aa3” on
the Bonds.

DEBT AND OTHER FINANCIAL OBLIGATIONS

Article 1X, Section 11 of the New Mexico Constituion limits the powers of a District to incur general obligation debt
extending beyond the fiscal year. The District can incur such debt for the purpose of ereciing, remodeling, making
additons to and furnishing school buildings or purchasing or improving school grounds or any combination of these
purposes but only after the proposition to create any such debt has been submitted t a vote of the qualified electors
of the District, and a majority of those voting on the question vote in favor of creating the debt The total indebtedness
of the District may not exceed 6% of the assessed valuation of the taxable property within the District as shown by the
last preceding general assessment. The District also may create a debt by entering into a lease-purchase arrangement
to acquire education technology equipment without submiting the proposition to avote of the qualified electors of the
District, but any such debt is subject to the 6% debt limitaon. The issuance of refunding bonds does not have o be
submited to a vote of the qualified electors of the District

The most recent assessed valuation of taxable property within the District is $742,800,944 for the tax year 2019, as
approved by the State of New Mexico Taxation and Revenue Department, Property Tax Division. The maximum
general obligation indebtedness of the District may not exceed 6% of the assessed valuation or $44,568,057.

After the Bonds areissued, the ratio of net outstanding general obligation (G/O) debt of the District to the 2019 assessed
valuation will be no greater than 4.81% as summarized on the following page:



2019 Assessed Valuation $742,800,944

2019 Estimated Actual Valuation $2,332,421,142 Y
Bonded Debt

Current T otal Outstanding (Including the Bonds) $36,365,000

Less Debt Senice Fund Balance $602,857 @
NET DEBT $35,762,143
Ratio of Estimated Net Debt to 2019 Assessed Valuation: 4.81%
Ratio of Estimated Net Debt to 2019 Estimated Actual Valuation: 1.53%
Per Capita Net Bonded Debt: $2,629.57
Est. Population: 13,600

(1) Actual valuation is computed by adding exemptions to the assessed valuation and

multiplying the result by three.
(2) The net cash balance as of 12/31/2019 was $2,039,377. The amount properly

attributable to principal reduction is 30%.

Selected Debt Ratios

2019 Assessed Valuation $742,800,944
2019 Estimated Actual Valuation $2,332,421,142

District General Obligation

Debt Outstanding (Including the Bonds) $36,365,000
District Net General Obligation Debt $35,762,143
District Net Debt as a Percentage of

Assessed Valuation 4.81%

Estimated Actual Valuation 1.53%
Estimated Direct & Overlapping G/O Debt $61,685,573
Direct & Overlapping Debt as a Percentage of

Assessed Valuation 8.30%

Estimated Actual Valuation 2.64%
Estimated Population 13,600
District Net Debt Per Capita $2,629.57
Direct & Overlapping Debt Per Capita $4,535.70

(1) Preliminary, subject to change.



Outstanding Debt

The District has issued debt (“Outstanding Debt’) in the past for various capital improvements and has never defaulted
in the payment of any of its debt or other obligations. Listed below is the Districts total general obligation debt
outstanding including the Bonds.

Original Amount Final Principal

Series Issued Maturity Outstanding
2011 9,000,000 01-Aug-25 7,100,000
2013 5,000,000 01-Aug-25 2,750,000
2014 9,980,000 01-Aug-22 3,605,000
2015 6,325,000 01-Aug-22 3,370,000
2016 9,500,000 01-Aug-31 8,915,000
2017A 5,600,000 01-Aug-32 5,350,000
2018 2,700,000 01-Aug-31 2,275,000
2020 3,000,000  01-Aug-34 3,000,000

$51,105,000 $36,365,000

(1) Preliminary, subjectto change.

Debt Service Requirements to Maturity

The District schedules principal and interest payments at the tme of the bond sales with constraints being general
obligation debt capacity and expected property tax revenues and computed at the desired tax rate. Listed below is a
summary of the currently scheduled principal and interest on the District's outstanding debt, as well as the proposed
principal and interest payments on the Bonds.

Current Requirements Series 2020 Bonds Total Requirements

Year Principal Interest Total Principal Coupon Interest Total Principal Interest Total
2020 $3,240,000 $896,813 $4,136,813 $60,958 $60,958 $3,240,000 $957,771 $4,197,771
2021 3,285,000 828,675 4,113,675 $50,000 4.750% 142,500 192,500 3,335,000 971,175 4,306,175
2022 3,250,000 754,150 4,004,150 200,000 4.750% 140,125 340,125 3,450,000 894,275 4,344,275
2023 3,125,000 675,600 3,800,600 50,000 4.750% 130,625 180,625 3,175,000 806,225 3,981,225
2024 3,365,000 597,100 3,962,100 95,000 4.750% 128,250 223,250 3,460,000 725,350 4,185,350
2025 3,275,000 507,500 3,782,500 135,000 4.750% 123,738 258,738 3,410,000 631,238 4,041,238
2026 2,175,000 413,725 2,588,725 270,000 4.750% 117,325 387,325 2,445,000 531,050 2,976,050
2027 2,180,000 350,075 2,530,075 270,000 4.750% 104,500 374,500 2,450,000 454,575 2,904,575
2028 2,180,000 288,275 2,468,275 270,000  4.750% 91,675 361,675 2,450,000 379,950 2,829,950
2029 2,180,000 223,225 2,403,225 270,000 4.750% 78,850 348,850 2,450,000 302,075 2,752,075
2030 2,180,000 158,175 2,338,175 270,000 4.750% 66,025 336,025 2,450,000 224,200 2,674,200
2031 2,315,000 93,125 2,408,125 270,000 4.750% 53,200 323,200 2,585,000 146,325 2,731,325
2032 615,000 24,600 639,600 270,000 4.750% 40,375 310,375 885,000 64,975 949,975
2033 270,000 4.750% 27,550 297,550 270,000 27,550 297,550
2034 310,000 4.750% 14,725 324,725 310,000 14,725 324,725

$33,365,000 $5,811,038 $39,176,038  $3,000,000 1,320,421  $4,320,421 $36,365,000 $7,131,459 $43,496,459

(1) Preliminary, subject to change. Interest rate of 4.75% is used for illustration purposes only



Statement of Estimated Direct and Overlapping Debt

The following is a calculation which is useful to investors in assessing the debt load and per capita debt of the District
payable from property taxes. In additon to outstanding debt of the District, the calculaton takes into account debt
atributable 1o taxing entiies which is the responsibility of taxpayers within the boundaries of the District Revenue
bonds are payable from sources other than property taxes.

2019 G/O Debt Percent
Assessed Value Outstanding Applicable Amount

State of New Mexico $66,382,974,295 $490,910,000 1.12% $5,493,101
Lincoln County 1,337,811,151 22,865,000 55.52% 12,695,472
Village of Ruidoso 559,795,856 6,340,000 100.00% 6,340,000
City of Ruidoso Downs 53,261,567 792,000 100.00% 792,000
Ruidoso Municipal Schools 742,800,944 36,365,000 100.00% 36,365,000 @
Total Direct & Overlapping $61,685,573
Ratio of Estimated Direct & Overlapping Debt to 2019 Assessed Valuation: 8.30%

Ratio of Direct & Overlapping Debt to 2019 Estimated Actual Valuation: 2.64%

Per Capita Direct & Overlapping Debt: $4,535.70

Estimated Population: 13,600

Source: Lincoln County Assessor's Office and individual entities.
(1) Preliminary, subject to change.
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TAXBASE

Analysis of Assessed Valuation

Assessed valuation of property within the District is calculated as follows: Of the total estmated actual valuation of all
faxable property in the District, 33 1/3% is legally subject to ad valorem taxes. The actual value of personal property
within the District is determined by the county assessor. The actual value of certain corporate property within the
District (see "Centrally Assessed" below) is determined by the Taxation and Revenue Department, Property Tax
Division. The valuation of oil and natural gas for property tax purposes is calculated by the Oil and Gas Accounting
Division. The assessed valuation of the District by property tax component is as follows:

2015 2016 2017 PAONRS] 2019
Assessments

Value of Land

Improvements

Personal Property

Mobile Homes

Livestock

Assessor's Total Value

Less Exemptions

Assessors Net Valuation
Centrally Assessed

Total Assessed Valuation

Residential

Non-Residential

Total

$154,766,428
508,030,498
7,976,605
11,059,697
234,667
$682,067,895

$30,885,092

$651,176,664
14,135,529
$665,312,193

$469,947,609
195,364,584
$665,312,193

$156,198,996
519,720,148
7,765,488
11,097,473
375,788
$695,157,893

$31,299,788

$663,858,105
13,055,464
$676,913,569

$483,095,525
193,818,044
$676,913,569

$156,829,730
524,485,802
7,678,537
11,019,675
299,672
$700,313,416

$33,403,536

$666,909,880
14,432,351
$681,342,231

$488,742,970
192,599,261
$681,342,231

$162,150,293
550,709,500
7,281,222
10,955,618
197,206
$731,293,839

$34,017,757

$697,276,082
15,746,653
$713,022,735

$502,058,387
210,964,348
$713,022,735

$165,650,325
575,148,749
7,530,866
10,931,236
223,829
$759,485,005

$34,672,770

$725,029,315
17,771,629
$742,800,944

$519,159,130
223,641,814
$742,800,944

Source: Lincoln County Assessor.

History of Assessed Valuation

The following is a history of assessed valuation for the District compared with Lincoln County.

Ruidoso MSD Lincoln County

2019 $742,800,944 $1,337,811,151
2018 713,022,735 1,297,577,599
2017 681,342,231 1,231,485,644
2016 676,913,569 1,236,883,689
2015 665,312,193 1,181,047,142

Source: Lincoln County Assessor's Office



Major Taxpayers

Below is a three year history of the major taxpayers in the District In 2019, the ten largest taxpayers in the District had
a combined assessed valuation of $20,945,154 which represents 2.82% of the 2019 assessed valuation.

2019 Assessed  %of District

Taxpayer Business Valuation AV.
PNM Electric Electric Utility $7,122,797 0.96%
Valor Telecom Telephone Utility 2,611,119 0.35%
Zia Natural Gas Co. Gas Utility 2,451,838 0.33%
TDS Baja Broadband Cable Provider 2,022,772 0.27%
Otero Electric Electric Utility 1,840,756 0.25%
DN Hospitality, Inc. Real Estate 1,135,273 0.15%
Pinecliff Village Real Estate 1,104,492 0.15%
Camelot Place Real Estate 894,232 0.12%
Strathmann Investments Real Estate 881,497 0.12%
Jayshree Real Estate 880,378 0.12%
Total $20,945,154 2.82%

Source: Lincoln County Assessor's Office
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Tax Rates

Article VIII, Section 2, of the New Mexico Constituion limits the total ad valorem taxes for operational purposes levied
by all overlapping governmental units within a taxing district o $20.00 per $1,000 of assessed value. This limitation
does not apply to levies for public debt and levies for additonal taxes if authorized at an election by a majority of the
qualified voters of the jurisdiction voting on the question.

Within 20 Mill Limit for General Purposes

2019 2018 2017 2016 2015
State of New Mexico 0.000 0.000 0.000 0.000 0.000
Lincoln County 8.035 7.973 7.889 5.038 5.169
Village of Ruidoso 5.349 5.248 5.149 5.080 5.169
Ruidoso Schools 0.320 0.315 0.310 0.306 0.311
Total 13.704 13.536 13.348 10.424 10.649
Over 20 Mill Limit - Interest, Principal, Judgement, etc.
State of New Mexico 1.360 1.360 1.360 1.360 1.360
Lincoln County 0.000 0.000 0.000 2.750 2.750
Village of Ruidoso 1.489 1.506 1.507 1.500 1.500
Other 4.487 4.461 4.432 4.380 4.409
Ruidoso Schools 7.935 7.937 7.906 7911 7.945
Total 15.271 15.264 15.205 17.901 17.964
Total Levy
State of New Mexico 1.360 1.360 1.360 1.360 1.360
Lincoln County 8.035 7.973 7.889 7.788 7.919
Village of Ruidoso 6.838 6.754 6.656 6.580 6.669
Other 4.487 4.461 4.432 4.380 4.409
Ruidoso Schools 8.255 8.252 8.216 8.217 8.256
Total Residential - Ruidoso 28.975 28.800 28.553 28.325 28.613
Total Non-Residential - Ruidoso 31.486 31.257 31.819 31.202 30.914
Total Non-Residential in Unincorporated County 25.690 25.470 25.741 25.170 24932
Total Residential - Ruidoso Downs 29.523 29.282 29.003 28.924 29.244
Total Non-Residential - Ruidoso Downs 35.592 35.156 35.500 35.049 34.833

Source: State of New Mexico, Department of Finance & Administration



School Tax Rates

The following table summarizes the historical school tax levies on property within the District since the 2015 tax year
(2015-19 fiscal years). The Two Mill Levy is renewed every six years, most recenty on February 2, 2019. The next
Two Mill Levy election is scheduled for November 2023.

Tax Two Mill Levy
Year G/O Bonds

Resid. Non-Resid. Resid. Non-Resid. Resid. Non-Resid.

2015 0.311 0.442 2.000 2.000 5.945 8.256 8.387
2016 0.306 0.447 1.968 2.000 5.943 8.217 8.390
2017 0.310 0.452 1.993 2.000 5.913 8.216 8.365
2018 0.315 0.425 2.000 1.977 5.951 8.266 8.353
2019 0.320 0.438 2.000 2.000 5.935 8.255 8.373

Source: New Mexico Department of Finance & Administration.

Yield Control Limitation

State law limits property tax increases from the prior property tax year. Specifically, no taxing enfty may setarate or
impose a tax (excluding oil and gas production ad valorem and oil and gas producton equipment ad valorem taxes) or
assessment which will produce revenues which exceed the prior year's tax revenues from residental and non-
residential property muliiplied by a "growth control factor." The growth control factor is the percentage equal to the
sum of (a) "percent change I" plus (b) the prior property tax year's total taxable property value plus "net new value", as
defined by Statute, divided by such prior property tax year's total taxable property value, but if that percentage is less
than 100%, then the growth control fact is (a) "percent change I" plus (b) 100%. "Percent change I"is based upon the
annual implicit price deflator index for state and local government purchases of goods and services (as published in
the United States Department of Commerce monthly publication entted "Survey of Current Business," or any
successor publication) and is a percent (not to exceed 5%) that is derived by dividing the increase in the prior calendar
year (unless there was a decrease, in which case zero is used) by the index for such calendar year next preceding the
prior calendar year. The growth control factor applies to authorized operating levies and to any capital improvements
levies, but does not apply to levies for paying principal and interest on public general obligation debt.

Developments Limiting Residential Property Tax Increases

Inan effort to limit large annual increases in residential property taxes in some areas of the State (particularly the Santa
Fe and Taos areas which have experienced large increases in residental property values in recent years), an
amendment to the uniformity clause (Artcle VIII, Section 1) of the New Mexico Constituion was proposed during the
1997 Legislave Session. The amendment was submited to voters of the State at the general electon held on
November 3, 1998 and was approved by a wide margin.

The amendment directs the Legislature to provide for valuation of residential property in a manner that limits annual
increases in valuation. The limitaion may be applied to classes of residential property taxpayers based on occupancy,
age or income. Further, the limitaions may be authorized statewide or at the option of a local jurisdicton and may
include conditons for applying the limitations.

Bills implementing the constitufional amendment were enacted in 2001 and were codified as Sections 7-36-21.2 NMSA
1978 and 7-36-21.3 NM SA 1978.

Section 7-36-21.2 NM SA 1978 establishes a statewide limitation on residential property valuation increases beginning
in tax year 2001. Annual valuation increases are limited to 3% over the prior year’s valuation or 6.1% over the valuation
from two years prior. Subject to certain exceptions, these limitaions do not apply:

1. Toproperty that is being valued for the first ime;
2. Tophysical improvements made to the property in the preceding year;
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3. When the property is transferred to a person other than a spouse, or a child who occupies the property as his
principal residence and who qualifies for the head of household exemption on the property under the Property
Tax Code;

4. When a change occurs in the zoning or use of the property; and
5. Toproperty that is subject to the valuation limitations under Section 7-36-21.3 NM SA 1978.

6. OnMarch28, 2012, the New Mexico Court of Appeals upheld the constituionality of a law capping residental
valuation increases untl a home changes ownership. The plaintff appealed the case to the New Mexico
Supreme Court The Supreme Court afirmed the decision by the Court of Appeals. The New Mexico
Legislature has brought up the issue of the disparity in valuations in the pastseveral years, but has not enacted
any of the bills into law. To the extent that court or legislaive action is taken or a further constituional
amendment is passed amending the valuation provisions, it could have a material impact on the valuation of
residential property in the District

Section 7-36-21.3 NMSA 1978 places a limitation on the increase in value for property taxation purposes for single-
family dwellings occupied by low-income owners who are sixty-five years of age or older or who are disabled. The
staute fixes the valuation of the property 1o the valuation in the year that the owner turned 65 or became disabled.
The Section 7-36-21.3 limitaion does not apply:

- To property that is being valued for the first ime;

- To a change in valuation resuling from physical improvements made to the property in the preceding year;
and

- To a change in valuaton resuling from a change in the zoning or permited use of the property in the
preceding year.
Tax Collections History

General (ad valorem) taxes for all units of government are collected by the county treasurer and distributed monthly o
the various poliical subdivisions to which they are due.

Property taxes are due in wo installments. The first half installment is due on November 10 and becomes delinquent
on December 10. The second half installment is due on April 10 and becomes delinquent on May 10.

Collection statistics for all poliical subdivisions for which each county treasurer collects taxes are presented below:

Net Taxes Current Current/ Current/Delinquent
Charged to Current Tax Collections as a Delinquent Tax Collections as a
Treasurer Collections @ %of Net Levied Collections ® %of Net Levied
2018 18/19 31,916,431 30,426,714 95.33% 30,902,680 96.82%
2017 17/18 30,372,836 28,989,486 95.45% 29,968,095 98.67%
2016 16/17 29,974,595 29,316,670 97.81% 29,824,273 99.50%
2015 15/16 29,312,971 27,927,862 95.27% 29,366,302 100.18%
2014 14/15 28,333,405 27,022,070 95.37% 28,304,273 99.90%

(1) Current collections through June 30 of each year
(2) As of October 31, 2019.

Source: Lincoln County Treasurer's Office

12



Interest on Delinquent Taxes

Pursuantto Section 7-38-49, NM SA 1978, if property taxes are not paid for any reason within tirty (30) days after the
date they are due, interest on the unpaid taxes shall accrue from the thirieth (30th) days after they are due until the
date they are paid. Interest accrues at the rate of one percent (1%) per month or any fraction of a month.

Penalty for Delinquent Taxes

Pursuant to Section 7-38-50, NM SA 1978, if property taxes become delinquent, a penalty of one percent (1%) of the
delinquent tax for each month, or any portion of a month, they remain unpaid shall be imposed, but the total penalty
shall not exceed five percent (5%) of the delinquent taxes. The minimum penalty imposed is $5.00. A county can
suspend application of the minimum penalty requirement for any tax year.

If property taxes become delinquent because of an intent to defraud by the property owner, fity percent (50%) of the
property tax due or fity dollars ($50.00), whichever is greater, shall be added as a penalty.

Remedies Available for Non-Payment of Taxes

Pursuant to Section 7-38-47, NM SA 1978, properly taxes are the personal obligation of the person owning the property
on the date on which the property was subject to valuation for property taxation purposes. A personal judgment may
be rendered against the taxpayer for payment of taxes that are delinquent, together with any penalty and interest on
the delinquent taxes.

Taxes on real property are a lien against the real property. Pursuant to Section 7-38-65, NM SA 1978, delinquent taxes
on real property may be collected by selling the real property on which taxes are delinquent

Pursuant to Section 7-38-53, NMSA 1978, delinquent property taxes on personal property may be collected by
asserting a claim against the owner(s) of the personal property for which taxes are delinquent

THEDISTRICT

The District is a poliical subdivision of the State organized for the purpose of operating and maintaining an education
program for school-age children residing within its boundaries.

The District employs 237 permanent employees of which 14 are administrators, 117 are teachers and other
professional instructional personnel, 35 are instructional assistants, and 71 are support and administratve staff

School District Powers

Pursuant to Chapter 27, Section 22-2-1, NMSA 1978, the Districts powers are subject to regulations promulgated by
the Secretary of the New Mexico Public Educaton Department (‘PED”) with the advice of the Public Education
Commission. The Secretary of PED (the “Secretary”) is responsible for control, management and direction of all public
schools. The Public Education Commission is comprised of tth members, elected from public education districts for
staggered four-year terms. Generally, the powers of the PED include determining policy of operations of all public
schools; designating courses of instruction for all public schools in the State; adopting regulations for the administration
of all public schools; determining qualifications for teachers, counselors, and their assistants; and prescribing minimum
educational standards for all public schools. The PED may order the creation of new school districts or may require
consolidation of school districts.

Management

The District Board (the "Board"), subject to regulations of the Secretary, develops educational policies for the District.
The local school Board shall have the following powers or duties: 1) subject to the rules of the department, develop
educational policies for the school; 2) employ a superintendent of schools and fix the superintendents salary; 3) review
and approve the annual school budget, 4) acquire, release and dispose of property; 5) have the capacity o sue and
be sued; 6) acquire property by eminent domain; 7) issue general obligation bonds of the school district; 8) provide for
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the repair of and maintain all school property; 9) subpoena winesses and documents in connection with a hearing
concerning powers of the school board; 10) except for expenditures for salaries, contract for expenditure of money; 11)
adopt rules pertaining to the administration of all powers or duties of the school board; 12) accept or reject any
charitable gitt, grant, devise or bequest, 13) offer and pay rewards for information leading to the arrest and conviction
of offenders in case of theft defacement or destructon of school property; and 14) give prior approval for any
educational program in a public school that is to be conducted, sponsored, carried on or caused to be carried on by a
private organization. Members servewithout compensation for four-year terms of ofice in non-partisan elecions held
every two years on the first Tuesday in February. The current District Board Members are:

Luther Light, President Shane Holder, Member;

Term expires December 31, 2021 Term expires December 31, 2023
Marc Beatly, Vice President; Wally Murillo, Member;

Term expires December 31, 2021 Term expires December 31, 2023

Carrie Chavez, Secrefary,
Term expires December 31, 2021

Administration and Staff

The Superintendent of Schools (the “Superintendent’) is selected by the Board and is under contract at the discretion
of the Board. The Superintendent is the Chief Executive Oficer of the District and employs, fixes salaries of, and
assigns and discharges or terminates, all employees of the District The Superintendent administers and supervises
the operations of the District and, in conjunction with the Business Manager, prepares the budget and approves
budgetary controls, purchasing and payments, subject to review of the Board. The Superintendent and Business
Manager for the District are:

Dr. George Bickert, Superintendent of Schools:

Dr. Bickert serves as Superintendent of Ruidoso Municipal Schools. Dr. Bickert began his career in educaton as a
special education teacher in Swainshoro, Georgia in 1991 and served in Cartersville, Georgia before coming to New
Mexicoin 2006. Bickert became Superintendent of Ruidoso Schools in 2013, afier serving as a principal at Tohatchi
Elementary School (2006-2009) and Crownpoint High School (2009-2013) in the Gallup-McKinley County School
District Superintendent Bickertearned a doctoral degree from Arizona State University in 2011, and holds an education
specialist and a master’s degree from Georgia Southern University. Dr. Bickertis currenty under contract through June
30, 2021.

Clint Taylor, Director of Business and Finance:

Mr. Taylor has served as the District's Director of Business and Finance, and Chief Procurement Oficer since July of
2016. Mr. Taylor holds a Level 2 New Mexico School Business Ofiicials license, and earned a bachelor’s degree from
Texas Tech University and a master's degree from George Washington University.

Insurance

The District is a member of the New Mexico State Public School Insurance Authority (the “Insurance Authority”) which
was established to provide a comprehensive insurance program for school districts, board members and refirees, and
public school employees and retrees within the State. The Insurance Authority provides group health insurance,
workman's compensation, property and casualty insurance, general automobile and fire insurance and general liability
insurance for the District, its property, its board members and employees.

Accreditation

All of the Districts schools are accredited by AdvancED. The accreditaion is by school and district

14



Student Enrollment
The Districts enrollment for the current year and prior four years is as follows:

School Year Enrollment
2015-16 1,962
2016-17 1,985
2017-18 1,987
2018-19 2,021
2019-20 2,031

Souce: New Mexico Public Education Department.

FINANCES OF THE EDUCATIONAL PROGRAM

The basic format for the financial operation of the District is provided by the PED through the School Budget Planning
Division which is directed by State law to supervise and control the preparaton of all budgets of all school districts.
The District receives revenue from a variety of local, State, and federal sources, the most important of which are
described below. New Mexico's public school finance laws are subject to review and examination through the judicial
process, and are subject o legislative changes as well. As a result, the District cannot anticipate with certainty all of
the factors which may influence the financing of its future actvites. There is no assurance that there will not be any
change in, interpretaon of, or additon to the applicable laws, provisions, and regulations which would have a material
efiect, directly or indirecty, on the affairs of the District

Sources of Revenue for General Fund

The General Fund is the Districts primary operaing fund. It accounts for all financial resources of the general
government, except those required to be accounted for in another fund. Revenues are provided by school tax levy,
state equalizaton and transportafon funds, state instructonal material allocafions, and earnings from investments.
Expenditures include all costs associated with the daily operations of the schools except for those items included in
other funds. The sources of revenue for the Districts General Fund are:

Local Revenues - Local revenues are a source of revenue 1o the District composed, in part, by a property tax annually
levied on and against all of the taxable property within the District for operational purposes. The levy is limited by State
law to a rate of 50 cents for each $1,000 of net taxable value of taxable property. Other sources of local revenues
include interest income earned on the Districts investments, rentals and sale of property. In the fiscal year 2019, the
District received $251,103 from local sources.

Federal Revenues - Another source of annual revenue for the Districts General Fund is derived from indirect costs of
direct federal grant funds related to vocational, special education, and various other programs and P.L. 874 federal
impact moneys paid to the District in lieu of taxes on federal land located in the District In fiscal year 2019, the District
received $542,396 in federal revenues for its General Fund.

State Revenues - The Districts largest source of annual revenue is derived from the State equalizafion guarantee
payments described below. During fiscal year 2019, the District received $15,811,467 from state sources. Such
payments represented approximately 94.41% actual fiscal year 2019 General Fund revenues.

State Equalization Guarantee

The State Legislature enacted New Mexico's current public school funding formula in 1974. Designed to distribute
operational funds to local school districts in an objective manner, the funding formula is based upon the educational
needs of individual students and costs of the programs designed to meet those needs. Program cost difierentials are
based upon nationwide data regarding the relative costs of various school programs, as well as data specific o New
Mexico. The objectives of the formula are (1) to equalize educational opportunity statewide (by crediing certain local
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and federal support and then distribuing state support in an objectve manner) and (2) to retain local autonomy in
actual use of funds by allowing funds to be used in local districts at the discretion of local policy making bodies. The
formula is divided into three basic parts:

1. Educational program units that reflect the diflerent costs of identiied programs;

2. Training and experience units that atempt to provide additonal funds so that districts may hire and retain betier
educated and more experienced instructional staff and

3. Size adjustment units that recognize local school and community needs, economies of scale, types of students,
marginal cost increases for growth in enrollment from one year to the next, and adjustments for the creation of
new districts.

SEG payments are made monthly and prior to June 30 each fiscal year. The calculaon of the distributon is also
based on the local and federal revenues received from July 1 of the previous fiscal year through May 31 of the fiscal
year for which the State distribution is being computed. In the event that a district receives more SEG funds than its
enflement, the district must make arefund to the State’s general fund.

Even though the current public school funding formula has been in place for more than o decades, some districts
have indicated a concern about the fact that some districts receive less revenue per pupil compared 1o others. In
response to these concerns, the Legislature, the Governor, and the State Board of Educaton authorized an
independent, comprehensive study of the formula that was conducted in 1996. In its principal finding the independent
consultant concluded,”. . .When evaluated on the basis of generally accepted standards of equity, the New Mexico
public school funding formula is a highly equitable formula. . . .[S]pending dispariies are less than in other states and
statistically insignificant”

Despite the acknowledged equity of the formula, the independent consultant pointed out a strong perception of
unfairness in the so-called “density” factor and in the training and experience computations of some districts. As a
result, the Legislature enacted the following changes to the funding formula:

- Required that special education students be counted with regular students with “add-on” weights assigned
depending upon the severity of the disability;

- Changed weights for special education ancillary services and included diagnosticians in ancillary services
computations; and

- Repealed the so-called “density” factor and replaced it with an at-risk factor that is available to all school
districts.

SEG payments for the budgeted past five fiscal years are as follows:

Program
Year Unit Factor Amount
2015-2016 4,027.75 14,061,810
2016-2017 3,979.63 14,532,152
2017-2018 4,053.55 14,664,418
2018-2019 4,159.23 14,953,089
2019-2020 4,565.00 16,228,525

Source: New Mexico Public Education Department.

The PED receives Federal mineral-leasing funds from which it makes annual allocatons to the school district for
purchasing text books. In 2019, the District received $67,040 of cash and credit for textbook purchases.

The District is also reimbursed by the State for the costs of transporting pupils to and from school pursuant to the Act
These payments are based upon a formula consisting of the number of students per square mile that are transported.
In 2019 the District received $872,073 for transportaion purposes.
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District Budget Process

Eachyear, the school district budget process begins with the educational appropriations passed by the Legislature and
signed into law by the Governor. The actual budget process follows specific steps set forth in the Public School Finance
Act

- Before April 15 of each year, the District must submit an estimated budget for the next school year to PED. If
the District fails to submit a budget, PED must prepare a District budget for the ensuing year.

- Before July 12 of each year, the District Board must hold a public hearing to fix the estmated budget for the
next school year.

- Onor before July 1 of each year, PED must approve and certify an approved operating budget for use by the
District board.

No school board, oficer or employee of a school district may make an expenditure or incur any obligation for the
expenditure of public funds unless that expenditure is made in accordance with an operating budget approved by PED.
This requirement, however, does not prohibit the transfer of funds between line items within a series of a budget Final
budgets may not be altered or amended after approval by PED except upon the Districts request to PED. Aninstance
in which such requests will be approved include a change within the budget that does not increase the total amount of
the budget Additional budget items may also be approved if the District is to receive unanticipated revenues. Finally,
if it becomes necessary to increase the Districts budget by more than $1,000 for any reason other than those listed
above, PED may order a special public hearing to consider the requested increase.

Formal budgetary integration is employed as a management control device during the year for the General Fund,
Special Revenue Funds, and Debt Service Fund with appropriatons lapsing at year end. Total expenditures of any
function category may not exceed categorical appropriatons.

To conform to PED's requirements, budgets for all funds of the District are adopted on the cash basis of accounting
except for state instructonal material credit State instructional material funds provide for free textoooks from PED.
As a result, budgets are not prepared in conformity with generally accepted accountng principles (GAAP), and
budgetary comparisons are presented on the (Non-GAAP) basis of accounting.
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Balance Sheet — General Fund Only

The following is a history of the Districts General Fund Balance Sheet The General Fund includes Operational,
Transportaion and Instructional Materials. See financial statements for the fiscal year ending June 30, 2019 atiached
as Appendix B. The complete audit report for the fiscal year ending June 30, 2019 and the last four years can be
downloaded from the State Auditor's website using the following link http://www.saonm.org/audit reports.

BALANCE SHEET - GENERAL FUND &

06/30/15 06/30/16 06/30/17 06/30/18 06/30/19

ASSETS:
Cash & Cash equivalants $ 3,160,406 $ 4,970,115 $ 4,354,209 $ 4,799,602 $ 5,389,236
Property Taxes 11,168 7,193 20,765 20,495
Due from other agencies
Due from other funds 590,241 413,729 246,799 576,953 1,451,956

Other 7,247 - - - -
Total Assets $ 3,757,894 $ 5395012 $ 4,608,201 $ 5397,320 $ 6,861,687
LIABILITIES AND EQUITY:
Accounts payable 47,322 34,374 700,440
Accrued payroll 708,817
Due from other funds 1,200 6,164
Deferred revenue - -
Total Liabilities $ 1200 $ 708,817 $ 47322 $ 34374 % 706,604
Deferred inflows of resources
Deferred Revenue $ 7247 $ 7557 $ 4,044 $ 16,776 $ 16,659
Fund balances:
Restricted 51,619 51,099 - - 4,520,223
Unassigned 3,697,828 4,627,539 4,556,835 5,346,170 1,618,201
Total Fund blances $ 3,749,447  $ 4,678,638 $ 4,556,835 $ 5,346,170 $ 6,138,424
Total Liabilities and fund balances $ 3757894 §$ 5395012 § 4608201 $ 5397320 §$ 6,861,687

(1) General Fund includes Operational, Transportation and Instructional Materials.
Source: The figures above have been extracted from the District's audited financial statements. Such figures are excerpts only and do not purport to be complete.
A portion of the audited report for fiscal 2019 is attached as Appendix B.
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Statement of Revenues, Expenditures & Changes in Fund Balances — General Fund Only

The following is a history of the Districts General Fund Statement of Statement of Revenues, Expenditures & Changes
in Fund Balances. The General Fund includes Operational, Transportaon and Instructonal Materials. See financial
statements for the fiscal year ending June 30, 2019 attached as Appendix B. The complete audit report for the fiscal
year ending June 30, 2019 and the last four years can be downloaded from the State Auditor's website using the
following link http://www.saonm.org/audit reports.

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - GENERAL FUND ®

Year Ending June 30 06/30/15 06/30/16 06/30/17 06/30/18 06/30/19
Revenues:

Property Taxes $223,836 $234,926 $234,189 $239,571 $251,103
Fees and Charges 46,368 51,547 71,276 58,938 16,035
State Sources 15,763,471 15,185,899 14,102,793 15,128,812 15,811,467
Federal Sources 556,495 521,438 313,561 468,260 542,396
Investment Earnings 3,642 11,201 26,981 35,134 40,985
Miscellaneous 86,958 229,012 82,710 66,114 79,321
Total Revenues 16,680,770 16,234,023 14,831,510 15,996,829 16,741,307

Expenditures:

Instruction 8,272,718 8,586,966 8,277,300 8,517,071 8,770,633
Support Services - Students 1,233,171 1,050,176 1,222,512 1,304,531 1,364,857
Support Services - Instruction 444,022 434,144 414,454 411,169 466,898
Support Services - General Administration 397,401 382,169 351,423 376,288 384,584
Support Services - School Administration 1,091,311 1,041,812 981,960 937,803 950,563
Central Services 548,615 577,153 604,599 593,947 588,750
Operation & Maintenance of Plant 2,169,624 2,311,102 2,214,225 2,158,360 2,555,695
Other Support Services

Community Services - - - - -
Pupil Transportation 820,214 921,764 886,840 883,706 872,073
Total Expenditures 14,977,076 15,305,286 14,953,313 15,182,875 15,954,053
Excess revenues over expenditures 1,703,694 928,737 (121,803) 789,581 792,254
Fund Balance Beginning of Year $2,045,753 $3,749,447 $4,678,638 $4,556,835 $5,346,170
Transfers/Refunds/Adjustments - 454 - - -
Fund Balance at End of Year $3,749,447 $4,678,638 $4,556,835 $5,346,416 $6,138,424

(1) General Fund includes Operational, Transportation and Instructional Materials.
Source: The figures above have been extracted from the District's audited financial statements. Such figures are excerpts only and do not purport to be
complete. A portion of the audited report for the year ended June 30, 2019 is attached as Appendix B.
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Employees and Retirement Plan

The District employs 237 permanent employees of which 14 are administators, 117 are teachers and other
professional instructional personnel, 35 are instructional assistants, and 71 are support and administrative staff

Employee Retirement Plan

Substantially all of the Districts ful-ime employees participate in a public employee retrement system authorized
under the Educational Retrement Act (“ERA") (Chapter 22, Article 11, Sections 1 through 52, NMSA 1978) The
Educational Refrement Board (ERB) s the administrator of the New Mexico Educational Employee’s Retrement Plan
(Plan), which is a cost-sharing, multiple-employer defined benefit rerement plan. ERB issues a separate, publicly
available financial report that includes financial statements and required supplementary information. That report may
be obtained www.nmerb.org, www.saonm.irg, or by wriing to ERB, P.O. Box 26129, Santa Fe, New Mexico 87502.

Membershipin the Plan is a condiion 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 ful-ime
equivalency, are required o be members of the Plan. There were 156,789 active, retired, and inacve members in
fiscal year 2018; there were 153,514 active, refired, and inactve members in fiscal year 2017.

Following is a partial history of employer and employee contribuions statewide and average asset balance of the
rerement fund.

Fiscal Year Employer Employee Net Assets Held
Ending June 30 Contributions Contributions in Trust
2014 362,462,537 268,693,991 11,442,171,449
2015 395,129,621 292,822,396 11,497,723,115
2016 396,988,557 293,847,970 11,532,837,951
2017 395,843,795 292,809,008 12,509,355,910
2018 388,723,983 287,323,804 12,970,300,855

Source: New Mexico Educational Retirement Board, Financial Report

Funding Policy
Contributions:

The contribuion requirements of defined benefit plan members and the District are established in state statute under
Chapter 10, Article 11, NMSA 1978. The requirements may be amended by acts of the legislature. For the fiscal year
ended June 30, 2018 employers contributed 13.9% of employees’ gross annual salary to the Plan. Employees earning
$20,000 or less contributed 7.90% and employees earning more than $20,000 contributed 10.10% of their gross annual
salary. For fiscal year ended June 30, 2018 employers contributed 13.90%, and employees earning $20,000 or less
continued to contribute 7.90% and employees earning more than $20,000 contributed an increased amount of 10.70%
of their gross annual salary. Contributions to the pension plan from the District were $1,352,272 for the year ended
June 30, 2018.

Net Pension Liability:

The total ERA pension liability, net pension liability, and sensitvity information were based on an annual actuarial
valuation performed as of June 30, 2018. The total ERB pension liabilty was rolled forward from the valuation date to
the Plan year ending June 30, 2018, using generally accepted actuarial principles. Therefore, the employer’s portion was
established as of the measurement date June 30, 2018. AtJune 30, 2019, the District reported a liability of $41,391,345
for its proportionate share of the net pension liability. The District's proportion of the net pension liability is based on the
employer contribung entity’s percentage of total employer contributions for the fiscal year ended June 30, 2018. The
contribuion amounts were defined by Secton 22-11 21, NMSA 1978. At June 30, 2018, the Districts proporton was
.0.01733 percent, which was an increase of .01733 percent from its proporion measured as of June 30, 2017.
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Recent Legislaiive Changes

Recent legislaive changes enacted during the 2012, 2013 and 2019 legislaive sessions also amended various
provisions of the ERA. House Bill 360 below is the most recent legislative action.

House Bill 360(“HB-360") amends the ERA to increase employer contributons to the educational refrement fund;
increase the salary level employees would be required to reach before paying a higher contribution rate; increase the
age or years of service requirements for new members o be eligible for retrement and reduce retrement benefits for
new employees who work for less than 30 years; make changes to the return-to-work program; require most retrees
from the Public Employees Retrement Association (PERA) to make contributons to the educational retrement fund if
they become employed by an ERA-covered employer; change the salary calculation for determining refrement benefits
for employees that receive a salary increase of more than 30 percent, and require substitute teachers to become
members of the Educational Reirement Board (ERB) if they are employed at least one quarter ime (0.25 FTE).increase
employer contributions .

The law amends ERA to provide for employer contribution of 14.15 percent of annual salary, rather than 14.4 percent of
annual salary, eliminate contributon increases in FY21 and FY22, require that a retred employee working 0.25 FTE or
less make nonrefundable contributions to the educational retrement fund, and delayed the date for which substitute
teachers with a FTE of morethan 0.25 FTE would be required to become a member of the Educational Retrement Board
(ERB) to July 1, 2020. House Bill 2 also approved by the legislature in 2019 included an increases to the state
equalization guarantee for FY 2020 to increase employer contributions to ERB to offset the impact of HB 360

PostEmployment Benefits

The District contributes 1o the New Mexico Retiree Health Care Fund, a cost-sharing multiple employer defined benefit
postemployment healthcare plan administered by the New Mexico Reiree Health Care Authority (“RHCA”). The
RHCA provides health care insurance and prescripton drug benefits to retired employees of participang New M exico
government agencies, their spouses, dependents, and surviving spouses and dependents. The RHCA Board was
established by the Retiree Health Care Act(Chapter 10, Article 7C, NM SA 1978). The RHCA Board is responsible for
establishing and amending beneft provisions of the healthcare plan is also authorized to designate optional and/or
voluntary benefits like dental, vision, supplemental life insurance, and long-term care policies.

Eligible retrees are: (1) rerees who make contributions to the fund for at least five years prior o refrement and whose
eligible employer during that period of ime made contributions as a participant in the RHCA plan on the person’s behalf
unless that person retres before the employer's RHCA efiecive date, in which event the time period required for
employee and employer contributions shall become the period of ime between the employer's efiectve date and the
date of refrement; (2) rerees defined by the Actwho 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 health care plan. That report and further informaton can be
obtained by wriing to RHCA, 4308 Carlisle NE, Suite 104, Albuquerque, NM 87107.

Funding Policy

The Retree Healh Care Act (Secton 10-7C-13, NMSA 1978) authorizes the RHCA Board to establish the monthly
premium contribuions that retirees are required to pay for health care benefts. Each partcipating refree pays a
monthly premium according o a service based subsidy rate schedule for the medical plus basic life plan plus an
additonal partcipaton fee of five dollars if the eligible partcipant retired prior to the employer's RHCA eflective 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 premiums to cover their claims and the administrafive expenses of plan.
The montly premium rate schedule can be obfained from the RHCA or viewed on their website at
www.nmrhca.state.nm.us.
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The employer, employee and retree contributons are required to be remited to the RHCA on a monthly basis. The
statutory requirements for the employer and employee contributons can be changed by the New Mexico State
Legislature. Employers that choose to become participatng employers afier 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 refrement plan (state police and
adult correctional oficer member coverage plan 1; municipal police member coverage plans 3, 4 or 5; municipal fire
member coverage plan 3, 4 or 5; municipal detention oficer member coverage plan 1; and members pursuant to the
Judicial Retrement Act) during the fiscal yare ended June 30, 2013, the statute required The Retree Health Care Act

The Retiree Health Care Act (Section 10-7C-15 NMSA 1978) is the statutory authority that establishes the required
contributons  of participaing employers and their employees. For employees that were members of an enhanced
rerement plan (state police and adult correctional oficer member coverage plan 1; municipal police member coverage
plans 3, 4 or 5; municipal fre member coverage plan 3, 4 or 5; municipal detention oficer member coverage plan 1;
and members pursuant to the Judicial Refrement Act) during the fiscal yare ended June 30, 2013, the statute required
each partcipaing 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
rerement plan during the fiscal year ended June 30, 2014, the statute required each participaing employer to
contribution 2.0% of each partcipaing employee’'s annual salary; each participatng employee was required 1o
contribute 1.0% of their salary. In additon, pursuant to Secton 10-7C-15(G) NMSA 1978, at the first session of the
Legislature following July 1, 2013, the legislature shall review and adjust the distribuions pursuant to Secton 7-1-6.1
NM SA 1978 and the employer and employee contributions to the authority in order to ensure the actuarial soundness
of the benefits provided under the Retree Health Care Act

The Districts contributions to the RHCA for the year ending June 30, 2018 was $194,573, which equal the required
contributions for each year.

TAXEXEMPTION

In the opinion of Modrall, Sperling, Roehl, Harris & Sisk, P.A., Bond Counsel, under existing law and assuming
coninuous compliance with certain covenants made by the District, the interest on the Bonds is excluded from gross
income for federal income tax purposes under Section 103(a) of the Internal Revenue Code of 1986, as amended (the
“Code"), and is not treated as an item of tax preference under Section 57 of the Code for purposes of the alternative
minimum tax imposed on individuals and corporations. Bond Counsel is further of the opinion that, under existing law,
interest on the Bonds is excluded from net income for purposes of the tax imposed on individuals, estates and trusts
under the New Mexico Income Tax Act or for purposes of the tax imposed on corporations under the New Mexico
Corporate Income and Franchise Tax Act Bond Counsel will express no opinion regarding other federal or New Mexico
income tax consequences resuling from the receipt or accrual of interest on the Bonds. A form of Bond Counsel
Opinion is attached to this document as Appendix D.

The opinion on federal tax matters will be based on and will assume continuous compliance with certain covenants of
the District to be contained in the transcript of proceedings and that are intended to evidence and assure that the Bonds
are and will remain obligations the interest on which is excluded from gross income for federal income tax purposes.
Bond Counsel has not and will not independently verify the accuracy of any of the certiications and representaons
made by the District

The Code prescribes a number of qualiicatons that must be met and condions that must be satisfied in order for the
interest on state and local government obligations such as the Bonds to be and remain excluded from gross income
for federal income tax purposes. Some of these provisions, including provisions for the rebate by the issuer of certain
investment earnings to the federal government, require future or continued compliance afier issuance of the obligaions
in order for the interest to be and continue to be so excluded from the date of issuance. Noncompliance with these
requirements could cause the interest on the Bonds to be included in gross income for federal income tax purposes
and thus to be subject to regular federal income taxes. The District covenants in the Bond Resolution to take all actions
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that may be required of it in order for the interest on the Bonds to be and remain excluded from gross income for federal
income tax purposes, and not to take any actions that would adversely affect that exclusion.

Code provisions applicable to corporations (as defined for federal income tax purposes) that impose an alternative
minimum tax on a portion of the excess of adjusted current earnings over other alternave minimum taxable income,
may subject a portion of the interest of the Bonds earned by corporations to the corporate tax imposed on certain
corporations, abranch profits tax imposed on certain foreign corporations doing business in the United States, and a
fax imposed on excess net passive income of certain S corporations.

Under the Code, the exclusion of interest from gross income for federal income tax purposes can result in certain
adverse federal income tax consequences on items of income or deductions for certain taxpayers, including among
them financial instituions, insurance companies, recipients of Social Security and Railroad Retrement benefits, and
those that are deemed to incur or continue indebtedness to acquire or carry tax exempt obligations. The applicability
and extent of those or other tax consequences will depend upon the particular tax status or other items of income and
expense of the owners of the Bonds. Bond Counsel expresses no opinion regarding such consequences.

Qualified Tax-Exempt Obligations

The Bonds are designated in the Bond Award as “qualiied tax-exempt obligatons™ for purposes of Section 265(b)(3)
of the Code. The District covenants that the District, having no “subordinate entiies” with authority to issue obligaions
within the meaning of that Section of the Code, in or during the calendar year in which the Bonds are issued (i) will not
designate as “qualified tax-exempt obligations” for purposes of Section 265(b)(3) of the Code, tax-exempt obligatons,
including the Bonds, in an aggregate principal amount in excess of $10,000,000, and (i) will not issue tax-exempt
obligations within the meaning of Section 265(b)(4) of the Code, including the Bonds and qualified 501(c)(3) bonds as
defined in Section 145 of the Code (but excluding obligatons other than qualiied 501(c)(3) bonds, that are private
activity bonds as defined in Section 141 of the Code), in an aggregate principal amount exceeding $10,000,000 unless
the District receives an opinion of nationally recognized bond counsel that such designation or issuance, as applicable,
will not cause the Bonds to cease to be “qualified tax-exempt obligations.”

Internal Revenue Service Audit Program

The Internal Revenue Service (the "Service") has an ongoing program audiing tax-exempt obligations to determine
whether, in the view of the Service, interest on such tax-exempt obligations is includible in the gross income of the
owners thereof for federal income tax purposes. No assurances can be given as to whether the Service will commence
an audit of the Bonds. If an audit is commenced, under current procedures the Service will treat the District as the
taxpayer and the Bond owners may have no right to participate in such procedure.

None of the District, the Financial Advisor, or Bond Counsel is obligated to defend the tax-exempt status of the Bonds.
However, the District has covenanted in the Bond Resolution not to take any action that would cause the interest on
the Bonds to lose its exclusion from gross income, except to the extent described above, for the owners thereof for
federal income tax purposes. None of the District, the Financial Advisor, or Bond Counsel is responsible o pay or
reimburse the costs of any Bond, owner with respect to any audit or liigaton relaing to the Bonds.

ORIGINAL ISSUE DISCOUNT

The Bonds may be offered at a discount (“original issue discount’) equal generally to the difierence between public
ofiering price and principal amount For federal income fax purposes, original issue discount on a Bond accrues
periodically over the term of the Bond as interest with the same tax exemption and alternaive minimum tax status as
regular interest  The accrual of original issue discount increases the holders’ tax basis in the Bond for determining
taxable gain or loss from sale or from redemption prior to maturity. Holders of Bonds ofiered at original issue discount
should consult their tax advisor for an explanation of the accrual rules.

ORIGINAL ISSUE PREMIUM

The Bonds may be offered at a premium (“original issue premium”) over their principal amount For federal income tax
purposes, original issue premium is amortizable periodically over the term of a Bond through reductions in the holders’
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tax basis in the Bond for determining taxable gain or loss from sale or from redemption prior to maturity. Amortizable
premium is accounted for as reducing the tax-exempt interest on the Bond rather than creating a deductible expense
or loss. Holders of Bonds offered at an original issue premium should consult their tax advisor for an explanation of
the amortizaton rules.

LITIGATION

There is no liigation pending about the validity of the Bonds or the use of Bond proceeds, the corporate existence of
the District or the tiles of their officers or contesting or affecting the District's ability o receive taxes that could be used
for Bond payments.

At the tme of the original delivery of the Bonds, the District will deliver a no-liigation certficate to the eflect that no
liigation or administraive action or proceeding is pending or, to the knowledge of the appropriate oficials, threatened,
restraining or enjoining, or seeking to restrain or enjoin, the issuance and delivery of the Bonds, the efiectiveness of
the Bond Resolution, the levying or collection of taxes o pay the principal of and interest on the Bonds except as
described below or contestng or questioning the proceedings and authority under which the Bonds have been
authorized and are to be issued, sold, executed or delivered, or the validity of the Bonds.

RATINGS

Moody's Investors Service has rated the Bonds “Aa3 Underlying/Aa3 Enhanced ". An explanation of the significance
of the raing given by Moody's Investors Service may be obtained from Moody's Investors Service, Inc. at 99 Church
Street, New York, New York 10007. There is no assurance that the raiing will be obtained or will continue for any
given period of tme after received or that the rating will be revised downward or withdrawn entirely by the rating agency,
if, in its judgment, circumstances sowarrant. Any such downward revision or withdrawal of such raiing may have eflect
on the market price of the Bonds.

LEGAL MATTERS

The opinion of Modrall, Sperling, Roehl, Harris & Sisk, P.A., Albuguerque, New Mexico, Bond Counsel, approving the
legality of the Bonds and relating to the tax-exempt status of the Bonds will be furnished to the successful bidder at no
cost to the successful bidder. The writen approval of the New Mexico Attorney General of the Bonds as to form and
legality will be supplied. A draft of the opinion of Bond Counsel is attached hereto as Appendix D.

CONTINUING DISCLOSURE UNDERTAKING

For the benefit of bondholders and to enable a broker, dealer or municipal securities dealer to comply with requirements
of Rule 15¢2-12 (the “Rule”) of the Securiies and Exchange Commission, the District has undertaken to provide to the
Municipal Securiies Rulemaking Board's (the “M SRB”) Electronic Municipal Market Access (‘EMMA") system, its
audited financial stattments and certain financial and operaiing informaton. The District will provide financial
information and operating data with respect to the District of the general type included in this Official Statement under
the headings “DEBT AND OTHER FINANCIAL OBLIGATIONS,” “TAX BASE,” “THE DISTRICT- Student Enrolment,”
and “FINANCES OF THE EDUCATIONAL PROGRAM - State Equalizaton Program, Statement of Net Assets,
Statement of Activites, Balance Sheet — General Fund, Statement of Revenues & Expenditures & Changes in Fund
Balances — General Fund.” The District will update and provide this information no later than March 31 of each year,
commencing March 31, 2020. A dratt of the Continuing Disclosure Undertaking (the “Undertaking”) is atiached hereto
as Appendix E.

Any or all of such information may be incorporated by reference from other documents, as permited by the Rule. The
annual information will include audited financial statements, if the District commissions an audit and it is completed by
the required tme. If audited financial statements are not available by the required tme, the District will provide
unaudited financial statements and audited financial statements when and if auditd financial statements become
available. Any such financial statements will be prepared in accordance with generally accepted accountng principles
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and state law requirements, as in eflect from time t tme. (See Note 1 of the Districts audited financial statements
included as Appendix B for a description of the accounting principles currenty followed in the preparaton of the
Districts audited annual financial statements.)

If the District changes its fiscal year, it may change the date by which it must provide its annual financial information to
a date no later than nine months after the end of its new fiscal year. In additon, the District shall provide to EMMA
timely notice of any failure to provide required annual financial information on or before the fiing date.

The District has adopted written procedures regarding its obligations under the Undertaking and the Rule, and has
engaged an independent firm, Accu-Disclose, LLC, to serve as its dissemination agent

Compliance with Prior Undertakings

During the past five years, the District has made continuing disclosure agreements in accordance with SEC Rule 15¢2-
12 and is in material compliance with such agreements. The District notes that the Districts Annual Reports filed for
Fiscal Years 2014 and 2015 were made available to the Municipal Securiies Rulemaking Board tmely, and in
accordance with the Rule, but were not properly atributed to each CUSIP number covered thereby. The flings have
since been associated with all related CUSIP numbers.

Event Notices

The District shall notify the MSRB, inan electronic format as prescribed by the MSRB, ina imely manner not in excess
of ten business days after the occurrence of the event, of any of the following events with respect to the Bonds: 1)
principal and interest payment delinquency; 2) non-payment related default, if material; 3) unscheduled draw on debt
service reserves reflecting financial dificulies; 4) unscheduled draw on credit enhancements reflecting financial
dificulties; 5) substituton of credit or liquidity provider, or their failure to perform; 6) adverse tax opinion, the issuance
by the Internal Revenue Service of proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form
5701-TEB) or other material notice or determination with respect to the tax status of the security, or other material
events affecting the tax status of the security; 7) modification to rights of security holders, if material; 8) bond calls; 9)
defeasances; 10) release, substituion or sale of property securing repayment of the security, if material; 11) ratng
change; 12) failure to provide event fing information as required; 13) tender offer/secondary market purchases; 14)
merger, consolidaton or acquisiion and sale of all or substantially all assets; 15) bankruptcy, insolvency, receivership
or similar event with respectto the District or an obligated person; 16) appointment of a successor or additional trustee,
or the change of name of a rustee, if material; 17) Incurrence of a financial obligaton* of the issuer or obligated person,
if material, or agreement to covenants, events of default, remedies, priority rights, or other similar terms of a financial
obligation of the issuer or obligated person, any of which affect security holders, if material ©; and 18) Default, event
of acceleraton, terminaton event modificaion of terms, or other similar events under the terms of the financial
obligation of the issuer or obligated person, any of which refiect financial dificulties. @

In additon, the District will provide imely notice of any failure by the District to provide information, data, or financial
statements in accordance with its agreement described above under “Annual Reports.”

* The term"financial obligation" means a (i) debt obligation; (i) derivative instrument entered into in connectionwith, or pledged as security ora source of payment
for, an existing or planned debt obligation; or (i) guarantee of (i) or (ii). The temfinancial obligation shal notinclude municipal securities as to which a final Offical
Statement has been provided to the Municipal Securities Rulemaking Board consistent with Rule 15¢2-12.

@ Rule 152¢-12 Compliance will be effective as of February 27,2019. Amendments to Rule 15¢2-12 are now publishedin the Federal Register as of August 31,
2018.

Availability of Information from the MSRB

The District has agreed to provide the foregoing information only to the M SRB. All documents provided by the District
to the MSRB described under “Annual Reports” and “Material Event Notices” will be in an electronic format and
accompanied by identifying information as prescribed by the MSRB.

The address of the MSRB is 1900 Duke Street, Suite 600, Alexandria, Virginia 22314 and its telephone number is (703)
797-6600.
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Limitaions and Amendments

The District has agreed to update information and to provide notices of material events only as described above. The
District has not agreed to provide other information that may be relevant or material to a complete presentation of its
financial results of operations, condition, or prospects or agreed to update any information that is provided, except as
described above. The District makes no representation or warranty concerning such information or concerning its
usefulness to a decision to invest in or sell bonds at any future date. The District disclaims any contractual or tort
liability for damages resuliing in whole or in part from any breach of its continuing disclosure agreement or from any
statement made pursuant to its agreement, although holders of Bonds may seek a writ of mandamus to compel the
District to comply with its agreement

This continuing disclosure agreement may be amended by the Distict fom tme to tme o adapt to changed
circumstances that arise from a change in legal requirements, a change in law, or a change in the identty, nature,
status, or type of operations of the District, but only if (1) the provisions, as so amended, would have permited an
underwriter to purchase or sell bonds in the primary offering of the Bonds in compliance with the Rule, taking into
account any amendments or interpretations of the Rule since such offering as well as such changed circumstances
and (2) either (a)the Holders of a majority in aggregate principal amount (or any greater amount required by any other
provision of the Resolution that authorizes suchan amendment) of the outstanding Bonds consent to such amendment
or (b) a person that is unafiliated with the District (such as nationally recognized bond counsel) determined that such
amendment will not materially impair the interest of the Holders and beneficial owners of the Bonds. The District may
also amend or repeal the provisions of this continuing disclosure agreement if the SEC amends or repeals the
applicable provision of the Rule or a court of final jurisdicton enters judgment that such provisions of the Rule are
invalid, but only if and to the extent that the provisions of this sentence would not prevent an underwriter from lawifully
purchasing or selling bonds in the primary offering of the Bonds.

ADDITIONAL MATTERS

All summaries of the statutes, resolutions, opinions, contracts, agreements, financial and statistical data and other
related reports described in this Official Statement are subject to the actual provisions of such documents. The
summaries do not purport to be complete statements of such provisions and reference is made to such documents,
copies of which are either publicly available or available for inspection during normal business hours at the ofices of
the District located at the School Administration Office, or at the ofices of RBC Capital Markets, LLC, 6301 Uptown
Boulevard, NE, Suite 110, Albuquerque, New M exico 87110.

A LAST WORD

Anything in this Official Statement involving matters of opinion or estimates —whether labeled as such or not — are
just that They are not representations of fact They might not prove true. Neither this Official Statement nor any
other written or oral information is to be construed as a contract with the registered owners of the Bonds.

The District has duly authorized the execution and delivery of this Ofiicial Statement

Isl

, President, Board of Education

Isl

, Secretary, Board of Education
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APPENDIX A

ECONOMIC & DEMOGRAPHIC INFORMATION



THE ECONOMY

The Ruidoso Municipal School District is located in south-central New M exico, encompasses approximately 140 square
miles and has an estmated population of 13,600. Principal municipalies in the District are the village of Ruidoso and
the city of Ruidoso Downs. The Village of Ruidoso is approximately 200 miles southeast of Albuquerque, 72 miles
west of Roswell and 132 miles northeast of EI Paso, Texas.

The District is located in the Sacramento Mountains which provide year-round recreational opportunies.  Fishing is
permitted all welve months in most places. Area hunting includes seasons for mule deer, wild turkey, bear and elk.
Sierra Blanca, the highest peak in the Sacramento Mountains, reaches 12,003 feet above sea level and is the site of
the Ski Apache Resort SkiApache, over 750 acres in size, which is managed by the Inn of the Mountain Gods, is
located approximately 15 miles from Ruidoso. Operating between Thanksgiving and Easter, each year, the skiarea
features 55 trails; 20% of the trails are considered “expert’, 60% “intermediate” and 20% “beginner”. The area’s fifteen
feet of annual snowfall is augmented by extensive snow-making equipment There are 11 it lines and a new
passenger gondola —the largest in the State. Additionally, the area hosts the “Apache Wind Rider Zip Tour”, an 8,890
foot zip line which descends from an elevation of 11,489 feet (at the top of SkiApache). The line, which takes an hour
and a half o ride, reaches speeds of up to 65 miles per hour. Gondola and zip line operatons are offered in the
summertme, as well.

Area lodging ofiers more than 3,000 beds for vising tourists. The Inn of the Mountain Gods, a resort owned by
Mescalero Apache Tribe, is located on the shores of a 100 acre lake at Cienegita, about 15 minutes south of Ruidoso.
The resort provides luxury accommodations, a 40,000 square foot Las Vegas style casino, hosts many conventions
and offers many recreational faciliies including boating, fishing and horseback riding, as well as golf and tennis. The
Inn of the Mountain Gods underwent a $200,000,000 renovation that was completed in March 2005.

The Spencer Theater for the Performing Arts hosts year-round concerts, traveling Broadway shows and other special
events. The theater seats 514 in anintmate seting (the furthest seat from the stage is only 67 feet away). Opened
in 1997, this $22 million facility is located on 74 acres of land. In addition to indoor performances, outdoor performances
are frequenty held during our mild summer nights.

The horse racing season at Ruidoso Downs Race Track and Casino extends from May until September and is a major
atraction to the area during the summer months. The All American Futurity is held each Labor Day and is one of the
richest quarter horse races in the United States. Major races during the summer months include the All-American
Derby, the Kansas Futurity and the Rainbow Futurity. The casino at the race track operates year-round.

The District has a seasonal population. Although the permanent population is estmated at 13,200, many non-residents
own second homes in the area which are a part of the Districts property tax base. Asaresult, the Districts assessed
valuation per student compares favorably with the larger, moreindustrialized school districts in New Mexico and tends
0 be stable over ime.

In 1991, Eastern New Mexico University opened the Ruidoso Oft Campus Instruction Center which was granted branch
college status in 2004. The Branch College provides programs for the frst wo years of college education and
vocational and technical curricula. The Branch College also serves as a distant education site for other courses offered
at ENMU’s main campus in Portales, New Mexico.

A-1



Population

The following chart sets forth historical and current populaton data for the Village of Ruidoso, Lincoln County and the
State.

US Census Village of Lincoln State of
Year Ruidoso County New Mexico
1970 2,216 7,560 1,017,055
1980 4,260 10,997 1,303,143
1990 4,600 12,219 1,515,069
2000 7,848 19,411 1,826,280
2010 8,029 20,497 2,065,826
2018% 7,848 19,556 2,095,428
2019 7,328 19,284 2,087,058
2024% 7,103 18,994 2,110,892

(1) Estimates. Source: Spotlight, December 2019
(2) Projected. Source: Spotlight, Decemeber 2019
(3) U.S. Census Bureau, Decemeber 2019

Age Distribution

The following table sets forth a comparative age distributon profile for Lincoln County, the State of New Mexico and
the United States.

Age Group Lincoln INEY United
County Mexico States
0-17 18.0% 23.9% 22.8%
18-24 6.7% 9.8% 9.8%
25-34 9.1% 13.3% 13.40%
35-44 8.8% 11.9% 12.60%
45 - 54 10.8% 11.9% 13.10%
55 and Older 46.6% 29.2% 28.3%

Source: Spotlight, December 2019



Effective Buying Income

The following table reflects the percentage of households by Efiectve Buying Income (“EBI") and a five-year
comparison of the estmated median household income as reported by The Nielsen Company. EBIis personal income
less personal tax and non-tax payments. Personal income includes wages and salaries, other labor income,
proprietors' income, rental income, dividends, personal interest income and transfer payments. Deductions are made
for federal, state and local taxes, non-tax payments such as fines and penaliies, and personal contributions for social
security insurance.

Lincoln N United

Income Group County Mexico States

Under $25,000 31.1% 26.4% 20.4%

$25,000 - $34,999 11.7% 10.2% 9.2%

$35,000 - $49,999 15.6% 13.6% 12.9%

$50,000 - $74,999 16.4% 17.1% 17.1%

$75,000 and over 25.2% 32.6% 40.5%
2015 Est. Median Household Income $46,324 $45,633 $53,706
2016 Est. Median Household Income $41,609 $45,445 $55,551
2017 Est. Median Household Income $41,407 $47,043 $57,462
2018 Est. Median Household Income $42,981 $48,044 $60,133
2019 Est. Median Household Income $41,511 $49,654 $60,336

Source: Spotlight, December 2019.

Employment

The following table presents information on employment within Lincoln County, the State of New Mexico, and the United
States, for the periods indicated. The annual unemployment figures indicate average rates for the entre year and do
not reflect monthly or seasonal trends.

United States

Lincoln County State of New Mexico

Labor Force  %Unemployed | Labor Force  %Unemployed % Unemployed

I I
I I
I I
2019 @ 8,743 4.50% : 970,597 5.50% : 4.10%
2018 8,819 3.30% | 940,359 490% | 3.90%
I I
2017 8,657 550% 929,567 620% | 4.40%
2016 8,438 6.20% : 928,732 6.70% : 4.90%
2015 8,613 5.80% : 927,999 6.50% : 5.30%
2014 8,738 6.10% | 927,142 6.70% | 6.20%
I I
2013 8,817 650% | 923,899 690% | 7.40%
2012 8,946 6.50% : 927,795 7.10% : 8.10%
2011 9,085 6.80% : 930,356 7.50% : 8.90%
2010 9,380 750% | 936,088 8.10% | 9.60%

(1) Numbers are annual averages.
(2) Data for the month of December 2019. Numbers are Preliminary.
Source: U.S. Bureau of Labor Stafistics, December 2019.
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Major Employers
The following table shows major employers in Lincoln County.

Major Employers - Lincoln County Number of

Employees
Inn of the Mountain Gods 800
Lincoln County Medical Center 265
Ruidoso Municipal School District 230
Village of Ruidoso 211
Walmart 150
Albertsons 180
Ruidoso Downs Racetrack 100
ENMU-Ruidoso 100
Casa Blanca 80
Region IX 75

Source: Ruidoso Chamber of Commerce, December 2019



Covered Wage and Salary Employment

The New Mexico Workforce Solutions publishes quarterly reports of covered employment and wages according to the
North American Industry Classification System (NAICS).

2015 2016 2017 2018 2019 9
Grand Total 6,427 6,460 6,304 6,410 6,827
Total Private 5,265 5,250 5,115 5,086 5,599
Accommodation and Food Services 1,361 1,364 1,258 1,342 1,437
Administrative and Waste Services 149 153 198 212 234
Agriculture, Forestry, Fishing & Hunting 74 74 71 65 74
Arts, Entertainment, and Recreation 543 579 502 590 743
Construction 338 317 372 380 381
Educational Services 18 15 485 442 473
Finance and Insurance 146 144 167 168 186
Health Care and Social Assistance 632 655 701 644 642
Information 79 85 87 77 69
Management of Companies and Enterprises * * * * *
Manufacturing 47 48 69 101 136
Mining * * * * *
Other Services, Ex. Public Admin 198 196 194 193 203
Professional and Technical Services 148 146 136 149 151
Real Estate and Rental and Leasing 141 143 149 152 205
Retail Trade 1,208 1,157 1,217 1,191 1,175
Transportation and Warehousing 53 51 89 81 73
Utilities 76 77 125 128 126
Wholesale Trade 36 36 42 22 19
Total Government 1,162 1,210 1,189 1,209 1,228

(1) Data as of Second Quarter of 2019

* Withheld to avoid disclosing * data. Data that are not disclosed for individual industries are alw ays included in the totals.
Therefore, the individual industries may not sumto the totals.

Note: Figures show n here are annual averages of quarterly data.

Source: New Mexico Department of Workforce Solutions, Quarterly Census of Employment and Wages program.
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Our Mission

Ruidoso Municipal School District in partnership with students, families and the
community, ensures a rigorous and relevant student-centered learning environment
that cultivates character, fosters academic excellence and embraces diversity.

Our Vision

The Vision of Ruidoso Municipal School District is to grow a collaborative learning
community where relationships, rigor, and relevance develop fulfilled and purposeful
adults.
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| ACCOUNTING FINANCIAL
¢ SOLUTIONS

cpa@afsolutions-cpa.com

INDEPENDENT AUDITORS' REPORT

Brian S. Colén, Esq., State Auditor and
The Board of Education and Audit Committee of
Ruidoso Municipal School District No. 3

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 compatisons for the general fund and major special revenue fund of Ruidoso Municipal School
District No. 3, as of and for the year ended June 30, 2019, and the related notes to the financial statements which collectively
comprise Ruidoso Municipal School District No. 3 basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

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 Ruidoso Municipal School District No. 3’ 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 exptress no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of
the governmental activities, each major fund, and the aggregate remaining fund information of Ruidoso Municipal School District
No. 3, as of June 30, 2019, and the respective changes in financial position thereof and the respective budgetary comparisons 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.
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ACCOUNTING FINANCIAL
5 SOLUTION S

cpa@afsolutions-cpa.com

Brian S. Colén, Esq., State Auditor and
The Board of Education and Audit Committee of
Ruidoso Municipal School District No. 3

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. Accounting principles generally accepted in the United States of America also require that the Schedule of Proportionate
Share of the Net Pension Liability and Schedule of Contributions for pensions and OPEB on pages 49-50 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, ot historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance. Our opinion on the
basic financial statements is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the Ruidoso
Municipal School District No. 3’ basic financial statements. The supplemental information such as the budgetary comparisons for
the major capital project fund, the combining and individual nonmajor fund financial statements, the budgetary comparisons for
non-major special revenue funds, capital projects funds, debt service funds, and the other information, such as the Schedule of
Expenditures of Federal Awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Andit Requirements for Federal Awards and the other schedules required by 2.2.2NMAC are presented for purposes
of additional analysis and are 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 undetlying
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 October 18, 2019 on our consideration of
the Ruidoso Municipal School District No. 3' 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 Ruidoso Municipal School District No. 3’ internal control over financial

reporting and compliance.
\JM J&Z&mg P AL

Fammington, New .@:\m)
October 18, 2019
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

STATEMENT OF NET POSITION

June 30, 2019
Governmental
Activities
Assets
Cash and cash equivalents $ 15,237,468
Receivables:
Delinquent property taxes receivable 463,812
Grant 1,702,035
Food inventory 11,633
Non-current:
Non-depreciable assets 2,195,700
Depreciable capital assets, net 64,444 977
Total Assets 84,055,625
Deferred Outflows of Resources:
Contributions to pension subsequent to the measurement date 1,392,111
Difference between expected and actual pension experience 30,209
Net difference between projected and actual investment earnings on pension plan investments 91,630
Net change in pension assumptions 8,530,560
Net change in proportionate share of pension liability 1,017,362
Contributions to OPEB subsequent to the measurement date 200,306
Net change in proportionate share of OPEB liability 627,522
Total Deferred Outflows of Resources $ 11,889,700

(cont'd; 1 of 2)

The notes to the financial statements are an integral part of this statement.
FINANCIAL SECTION
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

STATEMENT OF NET POSITION

June 30, 2019
Governmental
Activities
Liabilities
Accounts payable $ 802,571
Accrued interest 401,975
Compensated absences 111,077
Long-term liabilities other than pensions:
Due within one year 3,550,000
Due in more than one year 34,510,893
Aggregate net pension liability 41,391,345
Aggregate OPEB liability 9,906,422
Total Liabilities 90,674,283
Deferred Inflows of Resources
Advances of federal, state, and local grants 32
Difference between expected and actual pension experience 787,744
Net change in proportionate share of pension liability 336,469
Difference between expected and actual OPEB experience 586,524
Net difference between projected and actual investment earnings on OPEB plan investments 123,628
Net change in OPEB assumptions 1,849,485
Total Deferred Inflows of Resources 3,683,882
Net Position
Net investment in capital assets 31,995,595
Restricted for:
Special revenue funds 1,022,751
Capital projects 1,301,331
Debt service 4,303,761
Unrestricted (37,036,278)
Total Net Position $ 1,587,160
(20f2)
The notes to the financial statements are an integral part of this statement.
FINANCIAL SECTION
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

GOVERNMENTAL FUNDS

Assets
Cash and cash equivalents
Receivables:
Property taxes
Grant
Due from other funds
Food inventory
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
Delinquent property taxes

Total deferred inflows of resources

Fund balance:
Non-spendable:
Inventories
Restricted for:
Special revenue funds
Capital projects funds
Debt service
Committed to:
Subsequent year's expenditures
Unassigned
Total fund balance
Total liabilities, deferred inflows
of resources, and fund balance

Balance Sheet
June 30, 2019

General

Title I - 1003g

Bond Building

Debt Service

Fund Fund #24124  Fund #31100  Fund #41000
$ 5380236 $ - 0§ 3415811 § 4372757
20,495 : : 331,070

: 953,850 : -

1,451,956 : : -

$ 6,861,687 $ 953850 § 3415811 § 4703827
$ 700440 $ 24265 $ 1,735 $ ;
6,164 929,585 : :
706,604 953,850 1,735 _
16,659 : : 269123
16.659 ] ] 269.123

- : 3,414,076 -

- : : 4,434,704

4,520,223 - _ _
1.618.201 : _ _
6,138,424 _ 3,414,076 4434704

$ 6,861,687 $ 953850 § 3415811 § 4703827

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

(cont'd; 1 of 2)
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

GOVERNMENTAL FUNDS
Balance Sheet
June 30, 2019
Other Total
Governmental Governmental
Funds Funds
Assets
Cash and cash equivalents $ 2,059,664 $ 15,237,468
Receivables:
Property taxes 112,247 463,812
Grant 748,185 1,702,035
Due from other funds 47,084 1,499,040
Food inventory 11,633 11,633
Total assets $ 2978813 § 18913988
Liabilities, deferred inflows, and fund balance
Liabilities:
Accounts payable $ 76,131 $ 802,571
Due to other funds 563,291 1,499,040
Total liabilities 639,422 2,301,611
Deferred inflows of resources:
Advances of federal, state, and local grants 32 32
Delinquent property taxes 91,594 377,376
Total deferred inflows of resources 91,626 377,408
Fund balance:
Non-spendable:
Inventories 11,633 11,633
Restricted for:
Special revenue funds 1,022,751 1,022,751
Capital projects funds 1,212,037 4,626,113
Debt service 1,344 4,436,048
Committed to:
(Blank) - 4,520,223
Unassigned - 1,618,201
Total fund balance 2,247,765 16,234,969
Total liabilities, deferred inflows
of resources, and fund balance $ 2,978,813 $ 18,913,988
(20f2)

The notes to the financial statements are an integral part of this statement.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

RECONCILIATION OF THE BALANCE SHEET - ALL GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET POSITION
June 30, 2019

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

Fund balances - total governmental funds

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds.
Capital assets
Accumulated depreciation

Other assets ate not available to pay for current-period expenditures
and therefore are deferred in the funds.
Property taxes receivable

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
Difference between expected and actual pension experience
Net difference between projected and actual investment earnings on pension plan investments
Net change in pension assumptions
Net change in proportionate share of pension liability
Contributions to OPEB subsequent to the measurement date
Net change in proportionate share of OPEB liability

Long-term liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the funds
Bonds payable
Accrued interest payable
Accrued vacation payable
Bond premiums
Net pension liability
Net OPEB liability

Deferred inflow of resources are not financial resources, and therefore are not reported
in the funds and include:
Difference between expected and actual pension experience
Net change in proportionate share of pension liability
Difference between expected and actual OPEB experience
Net difference between projected and actual investment earnings on OPEB plan investments
Net change in OPEB assumptions

Net position of governmental activities

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

$ 16,234,969

98,312,385
(31,671,708)

377,376

1,392,111
30,209
91,630

8,530,560

1,017,362

200,306
627,522

(36,915,000)
(401,975)
(111,077)

(1,145,893)

(41,391,345)

(9,906,422)

(787,744)
(336,469)
(586,524)
(123,628)

(1,849 485)

$ 1,587,160

FINANCIAL SECTION
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

GOVERNMENTAL FUNDS
Statement of Revenues, Expenditures, and Changes in Fund Balance
Year Ended June 30, 2019
General Title I - 1003g Bond Building Debt Service
Fund Fund #24124 Fund #31100 Fund #41000
Revenues:
Taxes:

Property $ 251,103 $ - 3 - § 4,254725
Intergovernmental - federal grants 542,396 1,218,694 - -
Intergovernmental - state grants 15,811,467 - - -
Contributions - private grants 5,000 - - -
Charges for services 16,035 - - -
Investment and interest income 40,985 - 31,692 14,470
Miscellaneous 79,321 - - -

Total tevenues 16,746,307 1,218,694 31,692 4,269,195
Expenditures:
Current:
Instruction 8,770,633 654,689 - -
Support services:
Students 1,364,857 115,986 - -
Instruction 466,898 322,077 - -
General Administration 384,584 45,222 - 42,567
School Administration 950,563 12,470 - -
Central Services 588,750 - - -
Operation & Maintenance of Plant 2,555,695 - 55,304 -
Student transportation 872,073 68,250 - -

Food services operations - - - -
Capital outlay - - 3,576,098 -
Debt service:

Principal retirement - - - 2,900,000

Bond interest paid - - - 942,061

Bond issuance costs - - 102,701 -

Other - - - 1,669

Total expenditures 15,954,053 1,218,694 3,734,103 3,886,297
Excess (deficiency) of revenues

over expenditures 792,254 - (3.702,411) 382,898
Other financing sources:

Sale of bonds - - 2,700,000 -

Bond premium - - 142,894 -
Total other financing sources - - 2,842,894 -
Net change in fund balance 792,254 - (859,517) 382,898
Fund balance at beginning of the year 5,346,170 - 4,273,593 4,051,806
Fund balance at end of the year $ 6,138,424 $ - $ 3,414,076 $ 4434704

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

FINANCIAL SECTION
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

GOVERNMENTAL FUNDS
Statement of Revenues, Expenditures, and Changes in Fund Balance
Year Ended June 30, 2019
Other Total
Governmental Governmental
Funds Funds
Revenues:
Taxes:

Property $ 1,416,104  § 5,921,932
Intergovernmental - federal grants 2,681,143 4,442,233
Intergovernmental - state grants 498,105 16,309,572
Contributions - private grants 250 5,250
Charges for services 126,394 142,429
Investment and interest income 6,767 93914
Miscellaneous 125 79,446

Total revenues 4,728,888 26,994,776
Expenditures:
Current:
Instruction 985,518 10,410,840
Support services:
Students 676,127 2,156,970
Instruction 40,802 829,777
General Administration 57,746 530,119
School Administration 34,160 997,193
Central Services 111 588,861
Operation & Maintenance of Plant 106,548 2,717,547
Student transportation 45,308 985,631

Food services operations 1,086,752 1,086,752
Capital outlay 1,318,168 4,894,266
Debt service:

Principal retirement - 2,900,000

Bond interest paid - 942,061

Bond issuance costs - 102,701

Other - 1,669

Total expenditures 4,351,240 29,144,387
Excess (deficiency) of revenues

over expenditures 377,648 (2.149.611)
Other financing sources:

Sale of bonds - 2,700,000

Bond premium - 142,894
Total other financing sources - 2,842,894
Net change in fund balance 377,648 693,283
Fund balance at beginning of the year 1,870,117 15,541,686
Fund balance at end of the year $ 2,247,765 $ 16,234,969

(20f2)

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

FINANCIAL SECTION
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES ALL GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
Year Ended June 30, 2019

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

Net change in fund balance - total governmental funds $ 693,283

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
Capital outlay 4,894,266
Depreciation (2,319,159)

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds.
Deferred property taxes at:
June 30, 2018 (376,813)
June 30, 2019 377,376

The issuance of long-term debt (e.g., bonds) provides current financial
resources to governmental funds, while the repayment of the principal of long-term
debt consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on net position. Also, governmental funds
report the effect of premiums, discounts, and similar items when debt is first issued,
whereas these amounts are deferred and amortized in the statement of activities. These
differences in the treatment of long-term debt and related items consist of:

Current year principal payments 2,900,000
Bonds sold (2,700,000)
Current year bond premiums (142,894)
Bond premium amortization 119,013

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, 2018 102,540
June 30, 2019 (111,077)
Accrued interest at:
June 30, 2018 383,192
June 30, 2019 (401,975)
Loss on asset disposal (255,253)
Deferred contributions to pension plan 1,392,111
Deferred contributions to OPEB plan 200,306
Pension expense (7,075,145)
OPEB expense (119,793)
Change in net position of governmental activities $ (2,440,022)
The notes to the financial statements are an integral part of this statement.
FINANCIAL SECTION
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

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

Year Ended June 30, 2019
Variance with
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
Revenues:
Taxes:

Property $ 238,585 $ 238,585 $ 251,256 $ 12,671
Intergovernmental - federal grants 330,354 330,354 542,396 212,042
Intergovernmental - state grants 15,549,278 15,823,380 15,811,467 (11,913)
Contributions - private grants 1,000 1,000 5,000 4,000
Charges for services 8,000 8,000 16,035 8,035
Investment and interest income 25,000 25,000 40,985 15,985
Miscellaneous - - 79,321 79,321

‘Total revenues 16,152,217 16,426,319 16,746,460 320,141
Expenditures:
Current:
Instruction 10,118,990 10,432,840 8,782,643 1,650,197
Support services:
Students 1,631,250 1,631,250 1,365,025 266,225
Instruction 732,735 732,735 466,398 265,837
General Administration 501,519 501,519 375,008 126,511
School Administration 1,237,518 1,237,518 950,563 286,955
Central Services 912,127 912,127 588,603 323,524
Operation & Maintenance of Plant 3,050,681 3,130,681 2,561,308 569,373
Student transportation 872,073 872,073 872,073 -
Other Support services 1,001,686 1,001,686 - 1,001,686
Capital outlay 267,195 187,195 - 187,195
Total expenditures 20,325,774 20,639,624 15,962,121 4,677,503
Excess (deficiency) of revennes
over excpenditures (4,173,557) (4,213,305) 784,339 4,997,644
Beginning cash balance budgeted 4,173,557 4,213,305 - (4,213,305)
Fund balance at beginning of the year - - 5,346,170 5,346,170
Fund balance at end of the year $ - $ - 6,130,509 $ 6,130,509
RECONCILIATION TO GAAP BASIS:
Change in property tax receivable (270)
Change in payables 8,069
Change in deferred property taxes 116
Fund balance at end of the year (GAAP basis) 3 0,138,424
The notes to the financial statements are an integral part of this statement.
FINANCIAL SECTION
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STATE OF NEW MEXICO

RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

TITLEI - 1003G FUND - NO. 24124

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
Instruction
General Administration
School Administration
Student transportation
Capital outlay
Total expenditures

Excess (deficiency) of revennes
over excpenditures

Fund balance at beginning of the year

Fund balance at end of the year

RECONCILIATION TO GAAP BASIS:
Change in grant receivable

Fund balance at end of the year (GAAP basis)

Year Ended June 30, 2019

Variance with

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

$ 1,875,000 $ 1,965.327 $ 485,063 $ (1.480.264)
1,045,086 1,135,413 654,689 480,724
165,823 165,823 115,986 49,837
385,729 385,729 322,077 63,652

75,674 75,674 45222 30,452

82,388 82,388 12,470 69,918

105,300 105,300 68,250 37,050

15,000 15,000 - 15,000
1,875,000 1,965327 1,218,694 746,633
- - (733,631) (733,631)

$ - $ - (733,631)  $ 733,631

733,631

The notes to the financial statements are an integral part of this statement.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

AGENCY FUNDS
Statement of Fiduciary Assets and Liabilities
June 30, 2019
ASSETS
Pooled cash and investments $ 237 413
LIABILITIES
Deposits held for others $ 237,413

The notes to the financial statements are an integral part of this statement.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

I SUMMARY OF ALL SIGNIFICANT ACCOUNTING POLICIES

A.

Reporting Entity

Ruidoso Municipal School District (District) is a special purpose government corporation governed by an elected five-member
Board of Education. The Board of Education is the basic level of government, which has oversight responsibility and control
over all activities related to the public school education in the Village of Ruidoso, New Mexico and the surrounding areas. The
District is responsible for all activities related to public elementary and secondaty school education within its jurisdiction. The
District receives funding from local, state, and federal government sources and must comply with the requirements of these
funding source entities.

The District’s financial statements include all entities over which the Board of Education 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, Desermining
Whether Certain Organigations Are Component Units, an amendment of GASB Statement No. 14, and GASB Statement No. 61, The Financial
Reporting Entity: Omnibus — an amendment of GASB Statements No. 14 and No. 34.

1. Blended Component Units
The District does not have any component units reported as blended component units.
2. Discretely Presented Component Units
The District does not have any component units reported as discretely presented component units.

The summary of significant accounting policies of the District is presented to assist in the understanding of the District’s financial
statements. The financial statements and notes atre the representation of Ruidoso Municipal School District No. 3° management
who is responsible for their integrity and objectivity. The financial statements of the District 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.

Implementation of New Accounting Principles
During fiscal year 2019, the District adopted the following Governmental Accounting Standards Board (GASB) Statements:
»  GASB Statement No. 83, Certain Asset Retirement Obligations

This Statement addresses accounting and financial reporting for certain asset retitement obligations (AROs). An ARO is
a legally enforceable liability associated with the retitement of a tangible capital asset. A government that has legal
obligations to perform future asset retirement activities related to its tangible capital assets should recognize a liability
based on the guidance in this Statement.

This Statement establishes criteria for determining the timing and pattern of recognition of a liability and a corresponding
deferred outflow of resources for AROs. This Statement requires that recognition occur when the liability is both incurred
and reasonably estimable. The determination of when the liability is incutred should be based on the occutrence of external
laws, regulations, contracts, or court judgments, together with the occurrence of an internal event that obligates a
government to perform asset retirement activities. Laws and regulations may require governments to take specific actions
to retire certain tangible capital assets at the end of the useful lives of those capital assets, such as decommissioning nuclear
reactors and dismantling and removing sewage treatment plants. Other obligations to retire tangible capital assets may
arise from contracts or court judgments. Internal obligating events include the occurrence of contamination, placing into
operation a tangible capital asset that is required to be retired, abandoning a tangible capital asset before it is placed into
operation, or acquiring a tangible capital asset that has an existing ARO.

FINANCIAL SECTION NOTES TO THE FINANCIAL STATEMENTS
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

B. Implementation of New Accounting Principles (cont’d)

This Statement requires the measurement of an ARO to be based on the best estimate of the current value of outlays
expected to be incurred. The best estimate should include probability weighting of all potential outcomes, when such
information is available or can be obtained at reasonable cost. If probability weighting is not feasible at reasonable cost,
the most likely amount should be used. This Statement requires that a deferred outflow of resources associated with an
ARO be measured at the amount of the corresponding liability upon initial measurement.

This Statement requires the current value of a government’s AROs to be adjusted for the effects of general inflation or
deflation at least annually. In addition, it requires a government to evaluate all relevant factors at least annually to determine
whether the effects of one or more of the factors are expected to significantly change the estimated asset retitement outlays.
A government should remeasure an ARO only when the result of the evaluation indicates there is a significant change in
the estimated outlays. The deferred outflows of resources should be reduced and recognized as outflows of resources (for
example, as an expense) in a systematic and rational manner over the estimated useful life of the tangible capital asset.

A government may have a minority share (less than 50 percent) of ownership interest in a jointly owned tangible capital
asset in which a nongovernmental entity is the majority owner and reports its ARO in accordance with the guidance of
another recognized accounting standards setter. Additionally, a government may have a minority share of ownership
interest in a jointly owned tangible capital asset in which no joint owner has a majority ownership, and a nongovernmental
joint owner that has operational responsibility for the jointly owned tangible capital asset reports the associated ARO in
accordance with the guidance of another recognized accounting standards setter. In both situations, the government’s
minority share of an ARO should be reported using the measurement produced by the nongovernmental majority owner
or the nongovernmental minority owner that has operational responsibility, without adjustment to conform to the liability
measurement and recognition requirements of this Statement.

In some cases, governments are legally required to provide funding or other financial assurance for their performance of
asset retirement activities. This Statement requires disclosure of how those funding and assurance requirements are being
met by a government, as well as the amount of any assets restricted for payment of the government’s AROs, if not
separately displayed in the financial statements. This Statement also requires disclosure of information about the nature
of a government’s AROs, the methods and assumptions used for the estimates of the liabilities, and the estimated
remaining useful life of the associated tangible capital assets. If an ARO (or portions thereof) has been incurred by a
government but is not yet recognized because it is not reasonably estimable, the government is required to disclose that
fact and the reasons therefor. This Statement requires similar disclosures for a government’s minority shares of AROs.

The requirements of this Statement are effective for reporting periods beginning after June 15, 2018 (FYE June 30, 2019).
Earlier application is encouraged.

GASB Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements

The primary objective of this Statement is to improve the information that is disclosed in notes to government financial
statements related to debt, including direct borrowings and direct placements. It also clarifies which liabilities governments
should include when disclosing information related to debt.

This Statement defines debt for purposes of disclosure in notes to financial statements as a liability that arises from a
contractual obligation to pay cash (or other assets that may be used in lieu of cash) in one or more payments to settle an
amount that is fixed at the date the contractual obligation is established.

Requires that additional essential information related to debt be disclosed in notes to financial statements, including unused
lines of credit; assets pledged as collateral for the debt; and terms specified in debt agreements related to significant events
of default with finance-related consequences, significant termination events with finance-related consequences, and
significant subjective acceleration clauses.

For notes to financial statements related to debt, this Statement also requires that existing and additional information be
provided for direct borrowings and direct placements of debt separately from other debt.

The requirements of this Statement are effective for reporting periods beginning after June 15, 2018 (FYE June 30, 2019).
Earlier application is encouraged.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

B. Implementation of New Accounting Principles (cont’d)

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

»  GASB Statement No. 84, Fiduciary Activities

This Statement supersedes NCGA Statement 1, Governmental Accounting and Financial Reporting Principles, footnote
24; Statement No. 32, Accounting and Financial Reporting for Internal Revenue Code Section 457 Deferred
Compensation Plans, paragraph 4; Statement No. 34, Basic Financial Statements—and Management’s Discussion and
Analysis—for State and Local Governments, paragraphs 70—73, 110, and 111; Implementation Guide No. 2015-1,
Questions 4.14.1, 4.14.2, 6.43.2, 7.7.2, and 7.52.4; and Implemen-1tation Guide No. 2016-1, Implementation Guidance
Update—2016, Question 4.26. It also amends NCGA Statement 1, paragraphs 32, 139, 143, and 147; NCGA Statement
5, Accounting and Financial Reporting Principles for Lease Agreements of State and Local Governments, paragraphs 5
and 6; Statement No. 6, Accounting and Financial Reporting for Special Assessments, paragraph 19; Statement No. 10,
Accounting and Financial Reporting for Risk Financing and Related Insurance Issues, footnote 12; Statement No. 14, The
Financial Reporting Entity, paragraphs 19 and 27; Statement No. 24, Accounting and Financial Reporting for Certain
Grants and Other Financial Assistance, paragraph 5; Statement No. 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools, paragraphs 18 and 22; Statement 34, paragraphs 6, 12, 13, 63, 65, 67, 69,
106—109, 115, 123, 125, 135, 138, 141, and 147, and footnotes 48, 49, and 51; Statement No. 37, Basic Financial
Statements—and Management’s Discussion and Analysis—for State and Local Governments: Omnibus, paragraph 3;
Statement No. 38, Certain Financial Statement Note Disclosures, paragraphs 6, 14, and 15; Statement No. 40, Deposit and
Investment Risk Disclosures, paragraph 5; Statement No. 44, Economic Condition Reporting: The Statistical Section,
paragraph 10; Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, paragraphs 30, 33,
and 35; Statement No. 61, The Financial Reporting Entity: Omnibus, paragraph 9; Statement No. 62, Codification of
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements,
paragraph 34; Statement No. 67, Financial Reporting for Pension Plans, paragraph 11; Statement No. 72, Fair Value
Measurement and Application, paragraph 80; Statement No. 73, Accounting and Financial Reporting for Pensions and
Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB
Statements 67 and 68, paragraph 116; Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other
Than Pension Plans, paragraphs 18 and 59; NCGA Interpretation 6, Notes to the Financial Statements Disclosure,
paragraph 5; Technical Bulletin No. 2006-1, Accounting and Financial Reporting by Employers and OPEB Plans for
Payments from the Federal Government Pursuant to the Retiree Drug Subsidy Provisions of Medicare Part D, paragraph
8; Implementation Guide 2015-1, Questions 1.4.2, 1.4.8, 2.7.1, 2.7.2, 3.49.1, 3.55.2, 3.58.1, 4.6.2, 4.27.1, 4.28.1, 4.28.11,
4.30.3, 4.62.2, 5.64.3, 5.64.4, 5.113.1, 6.29.3, 6.34.3, 6.34.4, 6.43.5, 6.45.1, 6.45.3, 7.3.5, 7.4.1, 7.51.6, 7.52.2, 7.52.3,
7.52.5—7.52.8, 7.55.5, 7.72.10, 7.77.4, 7.81.1, 7.81.2, 7.84.1, 7.97.1, 7.97.2, 7.97 .4, 8.1.2, 8.1.3, and 8.15.4; Implementation
Guide 2016-1, Questions 4.2, 4.13, 4.27, 4.61—4.63, 5.7, 5.8, 5.16, and 5.24; and 2002 AICPA State and Local Government
Auditing and Accounting Guide, paragraph 5.28.

This Statement establishes criteria for identifying fiduciary activities of all state and local governments. The focus of the
criteria generally is on (1) whether a government is controlling the assets of the fiduciary activity and (2) the beneficiaries
with whom a fiduciary relationship exists. Separate criteria are included to identify fiduciary component units and
postemployment benefit arrangements that are fiduciary activities. An activity meeting the criteria should be reported in
a fiduciary fund in the basic financial statements. Governments with activities meeting the criteria should present a
statement of fiduciary net position and a statement of changes in fiduciary net position. An exception to that requirement
is provided for a business-type activity that normally expects to hold custodial assets for three months or less. This
Statement describes four fiduciary funds that should be reported, if applicable: (1) pension (and other employee benefit)
trust funds, (2) investment trust funds, (3) private-purpose trust funds, and (4) custodial funds. Custodial funds generally
should report fiduciary activities that are not held in a trust or equivalent arrangement that meets specific criteria. A
fiduciary component unit, when reported in the fiduciary fund financial statements of a primary government, should
combine its information with its component units that are fiduciary component units and aggregate that combined
information with the primary government’s fiduciary funds. This Statement also provides for recognition of a liability to
the beneficiaries in a fiduciary fund when an event has occurred that compels the government to disburse fiduciary
resources. Events that compel a government to disburse fiduciary resources occur when a demand for the resources has
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I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

B. Implementation of New Accounting Principles (cont’d)

been made or when no further action, approval, or condition is required to be taken or met by the beneficiary to release
the assets.

The requirements of this Statement are effective for reporting periods beginning after December 15, 2018 (FYE June 30,
2020). Eatlier application is encouraged. Changes adopted to conform to the provisions of this Statement should be applied
retroactively by restating financial statements, if practicable, for all prior periods presented. If restatement for prior petiods
is not practicable, the cumulative effect, if any, of applying this Statement should be reported as a restatement of beginning
net position (or fund balance or fund net position, as applicable) for the earliest period restated. In the first period that
this Statement is applied, the notes to the financial statements should disclose the nature of the restatement and its effect.
Also, the reason for not restating prior periods presented should be disclosed.

GASB Statement No. 87, Lcases

The objective of this Statement is to better meet the information needs of financial statement users by improving
accounting and financial reporting for leases by governments. This Statement increases the usefulness of governments’
financial statements by requiring recognition of certain lease assets and liabilities for leases that previously were classified
as operating leases and recognized as inflows of resources or outflows of resources based on the payment provisions of
the contract. It establishes a single model for lease accounting based on the foundational principle that leases are financings
of the right to use an underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of resources,
thereby enhancing the relevance and consistency of information about governments’ leasing activities.

Definition of a Lease - A lease is defined as a contract that conveys control of the right to use another entity’s nonfinancial
asset (the underlying asset) as specified in the contract for a period of time in an exchange or exchange-like transaction.
Examples of nonfinancial assets include buildings, land, vehicles, and equipment. Any contract that meets this definition
should be accounted for under the leases guidance, unless specifically excluded in this Statement.

The provisions of this Statement are effective for reporting periods beginning after December 15, 2019 (FYE June 30,
2021).

GASB Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction Period

This Statement establishes accounting requirements for interest cost incurred before the end of a construction period. The
requirements of this Statement apply to the financial statements of all state and local governments. In financial statements
prepared using the economic resources measurement focus, interest cost incurred before the end of a construction period
should be recognized as an expense in the period in which the cost is incutred. Such interest cost should not be capitalized
as part of the historical cost of a capital asset. In financial statements prepared using the current financial resources
measurement focus, interest cost incurred before the end of a construction period should be recognized as an expenditure
on a basis consistent with governmental fund accounting principles.

The requirements of this Statement are effective for reporting periods beginning after December 15, 2019 (FYE June 30,
2021). Earlier application is encouraged.

GASB Statement No. 90, Majority Equity Interests an amendment of GASB Statements No. 14 and No. 61

The primary objectives of this Statement are to improve consistency in the measurement and comparability of the financial
statement presentation of majority equity interests in legally separate organizations and to improve the relevance of
financial statement information for certain component units.

This Statement modifies previous guidance for reporting a government’s majority equity interest in a legally separate
organization. This Statement also provides guidance for reporting a component unit if a government acquires a100 percent
equity interest in that component unit. The requirements of this Statement apply to the financial statements of all state
and local governments.

The requirements of this Statement are effective for reporting periods beginning after December 15, 2018 (FYE June 30,
2020). Earlier application is encouraged.
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I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

B. Implementation of New Accounting Principles (cont’d)
» GASB Statement No. 91, Conduit Debt Obligations

This Statement provides a single method of reporting conduit debt obligations by issuers and eliminate diversity in practice
associated with (1) commitments extended by issuers, (2) arrangements associated with conduit debt obligations, and (3)
related note disclosures. This Statement achieves those objectives by clarifying the existing definition of a conduit debt
obligation; establishing that a conduit debt obligation is not a liability of the issuer; establishing standards for accounting
and financial reporting of additional commitments and voluntary commitments extended by issuers and arrangements
associated with conduit debt obligations; and improving required note disclosures.

The requirements of this Statement are effective for reporting periods beginning after December 15, 2020 (FYE June 30,
2022). Earlier application is encouraged.

C. 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 District. 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, setvices, 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 properly included among program revenues are reported instead
as general revennes.

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

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

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.

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 ate reported as
general revenues rather than as program revenues.

The District reports all direct expenses by function in the statement of activities. Direct expenses are those that are clearly
identifiable with a function. The District does not currently employ indirect cost allocation systems. Depreciation expense is
specifically identified by function and is included in the direct expense of each function, except for that portion of depreciation
that is identified as unallocated on the statement of activities.

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.
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I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

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

Property taxes and interest associated with the cutrent fiscal period are all 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.

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

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.

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

Capital Projects Funds are used to account for financial resources to be used for the acquisition or construction of major capital
facilities.

Debt Setvice Funds are used to account for the payment of principal and interest on long-term debt. Debt service revenues are
from taxes and other operating revenues, some of which are pledged specifically to repay certain outstanding bond issues.

GASB Statement No. 34, Basic Financial Statements and Management’s Discussion and Analysis requires the District to present certain
governmental funds as major funds. In addition to the General Fund, the District reports the following major governmental
funds:

» SPECIAL REVENUE FUNDS

Title I 1003g Grant (Fund No. 24124) Minimum Balance: None
The objective of this grant is to provide in conjunction with Title I funds for school improvement reserved under section
1003(a) of the ESEA. School Improvement Grants under section 1003(g) of the ESEA are used to improve student
achievement in Title I schools identified for improvement, corrective action, or restructuring so as to enable those schools
to make adequate yearly progress (AYP) and exit improvement status. Funding is by the Elementary and Secondaty
Education Act of 1965, as amended, Title I, Part B, Subpart 1.

» CAPITAL PROJECTS FUNDS

Bond Building (Fund No. 31100) Minimum Balance: None
This fund provides financing for the construction of buildings, the purchase of equipment, and the acquisition and
improvement of land. Funding is provided by the sale of general obligation bonds, which have been approved by the
voters of the district.

» DEBT SERVICE FUNDS

Debt Service Fund (Fund No. 41000) Minimum Balance: None
The debt service fund is used to account for the accumulation of resources for, and the payment of, general long-term debt
principal, interest, and related costs.

Additionally, the government reports the following fund type:

Fiduciary Funds are agency funds used to account for financial resources used by the student activity groups for which the
District has stewardship.
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I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

E. 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 District’s funds in a wide variety of instruments including certificates of deposit
and other similar obligations, state investment pool, and money market accounts. The District is also allowed to invest in
United States Government obligations. All funds for the District 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 school district. 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.

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 percent 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,
ot 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.

2. Receivables and payables

Activity between funds that are tepresentative of lending/botrrowing arrangements outstanding at the end of the fiscal year
are referred to as either “due from/to other funds” (i.e., the cutrent 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 ate reported as “due
from/to other funds.”

The District’s property taxes are levied each year on the assessed valuation of property located in the School District as of
the preceding January 1st. Mill levy rates are set by the State of New Mexico each year for the General Fund, Capital
Improvements SB — 9 Fund, Debt Service Fund, and Ed Tech Debt Service Fund. Taxes are payable in two equal
installments on November 10th and April 10th following the levy and become delinquent after 30 days.

Under GASB Statement 33, property taxes are impressed non-exchange revenue. Assets from impressed non-exchange
transactions are reported when the District has an enforceable legal claim to the asset. The enforceable legal claim date for
property taxes is the assessment date. Taxes are payable in two equal installments on November 10 and April 10th following
the levy and become delinquent after 30 days. Therefore, the District has recorded a delinquent tax receivable and revenue
for taxes received within the sixty days following year-end. A receivable and deferred revenue have been recorded for
uncollected delinquent taxes. On the government-wide financial statements, the district has recorded delinquent property
taxes receivable and revenue for taxes assessed as of year-end that have not be collected, as prescribed in GASB 34. An
allowance for refunds and uncollectible amounts has not been recorded.

3. Inventories

USDA Commodities are recorded at estimated costs and other inventories ate recorded at cost, which approximates market.
Inventories of governmental funds are recorded as expenditures when purchased rather than when consumed.

4. 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.
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I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

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

The costs of normal maintenance and repairs that do not add to the value of

. . o ESTIMATED USEFUL LIVES
the asset or materially extend assets lives are not capitalized. Softwate costs

have been included with the cost of computer equipment and are capitalized ASSETS YEARS
with that equipment. The District does not develop software for internal use ~ [Buildings 40-50
or any other use. Building improvements 20
Major outlays for capital assets and improvements are capitalized as projects Lam% Improvements 10-20
are constructed. Interest on construction projects has not been capitalized. Vehides 57

) ) ) Office equipment 5
Property, plant, and equipment of the primary government are depreciated |~ puter equipment 3.5

using the straight-line method over the estimated useful lives.

Compensated absences

It is the District’s policy to permit employees to accumulate 20 days of earned but unused vacation, which will be paid to
employees upon retitement from the District’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.

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, as well as issuance costs, are
deferred and amortized over the life of the bonds using the effective interest method. Bonds payable are reported net of the
applicable bond premium or discounts.

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 are reported as other financing sources while discounts on debt issuances ate reported as other financing
uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as capital projects
expenditures.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of resources related
to pensions, and pension expense, information about the fiduciary net position of the Education Retitement Board (ERB)
and additions to/deductions from ERB’s fiduciary net position have been determined on the same basis as they are reported
by ERB. For this purpose, benefit payments (including refunds of employee contributions) are recognized when due and
payable in accordance with the benefit terms. Investments are reported at fair value.

Other Post Employment Benefits

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows of resources related
to OPEB and OPEB expense, information about the fiduciary net position of the Retitee Health Care Authority (RHCA)
and additons to/deductions from RHCA’s fiduciaty net position have been determined on the same basis as they ate
reported by RHCA. For this purpose, benefit payments (including refunds of employee contributions) ate recognized when
due and payable in accordance with the benefit terms. Investments are reported at fair value.
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I

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

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

9.

Deferred Outflows/ Inflows of Resources

Both deferred inflows and outflows are reported in the Statement of Net Position, but are not recognized in the financial
statements as revenues, expenses, and reduction of liabilities or increase in assets until the period(s) to which they relate.

In addition to assets, the District reports a separate section for deferred outflows of resources. This separate financial
statement element represents a use of net position/fund balance that applies to futute petiods and will not be recognized as
an expenditure until that time.

The District also reports a separate section for deferred inflows of resources. This separate financial statement element
represents an acquisition of net position/fund balance that applies to future petiods and so will not be recognized as a
revenue until that time. Revenue must be susceptible to accrual (measurable and available to finance expenditures of the
current fiscal period) to be recognized. If assets are recognized in connection with a transaction, but those assets are not yet
available to finance expenditures of the current fiscal period, then the assets must be offset by a corresponding liability for
deferred inflows of resources.

The District reports deferred outflows of resources for pension-related amounts for the District’s share of the difference
between projected and actual earnings, for the District’s share of the difference between contributions to the individual plans
and the proportionate share of the contributions, and for changes of assumptions or other inputs.

The District reports deferred inflows of resources for pension-related amounts in the government wide financial statements
or the District’s share of the difference between expected and actual experience and for the District’s share of the difference
between contributions to the individual plans and the proportionate shate of the contributions.

Under the modified accrual basis of accounting, revenue and other fund financial resources are recognized in the period in
which they become both measurable and available. Assets recorded in the fund financial statements for which the revenues
are not available are reported as a deferred inflow of resources. Deferred inflows of resources are also comprised of property
tax and long-term receivables that are unavailable in the fund statements.

10. Fund balance

a.  Non-Spendable

The non-spendable fund balance classification includes amounts that cannot be spent because they atre 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
District’s Board of Education should be reported as committed fund balance. The committed amounts cannot be used
for any other purpose unless the District’s Board of Education removes or changes the specified use by taking the same
type of action it employed to previously commit those amounts. The District had committed fund balance in the
amount of $4,520,223 for expenditures in the subsequent year.

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, that are not classified as non-spendable and are neither restricted nor
committed and amounts in the general fund that are constrained by the District's intent to be used for specific purposes
but are neither restricted nor committed. Intent, and removal of, is expressed by the Board of Education or the Finance
Committee. The District did not have assigned fund balances for the year ended June 30, 2019.
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I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

E. Assets, Liabilities, and Net Position or Equity (cont’d)
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,
commiitted, or assigned to specific purposes within the general fund. In governmental funds other than the general fund,
if expenditures incutred 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 District’s policy to use committed first
followed by assigned and unassigned resources as they are needed.

11.  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 invested in capital assets, net of related debt. That portion of
the debt is included in restricted for capital projects.

b. Restricted Net Position

Net Position is 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.

12. Indirect Costs

The District’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.

13. 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.
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I SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

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

14.

15.

16.

Inter-fund Transactions

Quasi-external transactions are accounted for as revenues, expenditures or expenses. Transactions that constitute
reimbursements to a fund from expenditures initially made from it that are propetly applicable to another fund, are recorded
as expenditures in the reimbursing fund and as reductions of expenditures in the fund that is reimbursed. All other inter-
fund transactions, except quasi-external transactions and reimbursements, are reported as transfers. Non-recurring or non-
routine permanent transfers of equity are reported as residual equity transfers. All other inter-fund transfers are reported as
operating transfers.

Revenues

State Equalization Guarantee: School districts in the State of New Mexico receive a ‘state equalization guarantee
distribution’ which is defined as “that amount of money distributed to each school district to ensure that the school district’s
operating revenue, including its local and federal revenues as defined (in Chapter 22, Section 825, NMSA 1978) is at least

EJNT3

equal to the school district’s “program cost.”

A school district’s program costs are determined through the use of various formulas using ‘program units’ which take into
consideration 1) early childhood education; 2) basic education; 3) special education; 4) bilingual-multicultural education, 5)
size, etc. Payment is made from the public school fund under the authority of the Director of Public School Finance. The
District received $14,870,073 in state equalization guarantee distributions during the year ended June 30, 2019.

Transportation Distribution: School districts in the State of New Mexico received student transportation distributions.
The transportation distribution is allocated to each school district in accordance with formulas developed by the State
Transportation Director and the Director of Public School Finance. The funds shall be used only for the purpose of making
payments to each school district for the to-and-from school transportation costs of students in grades K through twelve
attending public school within the school district. The District received $872,073 in transportation distributions during the
year ended June 30, 2019.

Instructional Materials: The New Mexico Public Education Department (PED) receives federal mineral leasing funds
from which it makes annual allocations to the various school districts for the purchase of educational materials. Of each
allocation, fifty percent is restricted to the purchase of material listed on the PED ‘Multiple List”, while fifty percent of each
allocation is available for purchases directly from vendors or transfer to the fifty percent account for purchase of material
from the “Multiple List”. Districts are allowed to carry forward unused textbook funds from yeat to yeatr. The District
received $67,040 in instructional materials distributions during the year ended June 30, 2019.

Tax Abatements

Governmental Accounting Standards Board Statement No. 77 requires the District to disclose information on certain tax
abatement agreements effecting the District. Accordingly, the District did not have any tax abatements effecting the District
during the year ended June 30, 2019.
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II. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgetary Information

Budgets for the General, Special Revenue, Capital Projects, and Debt Service Funds are prepared by management and are
approved by the local Board of Education and the Public School Budget and Planning Unit of the Department of Education.
Auxiliary student activity accounts are not budgeted.

These budgets are prepared on the Non-GAAP cash basis, excluding encumbrances, and secute 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 necessaty within a major category called a ‘series’, this
may be accomplished with only local Board of Education 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 school district follows these procedures in establishing the budgetary data reflected in the financial statements:

1. In April or May, the superintendent submits to the Board of Education 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 Board of Education.

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

4. The superintendent 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 school board 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, Special
Revenue Funds, Capital Projects Funds, and Debt Service Funds.

6. Budgets for the General, Special Revenue, Capital Projects, and Debt Service 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 Board of Education may approve amendments to the appropriated budget, which are requited when a change is made
affecting budgeted ending fund balance. The appropriated budget for the year ended June 30, 2019 was propetly 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 FINAL
Major Funds:
General Funds $ 20,325,774  $ 20,639,624
Spedal Revenue Funds:
Title I - 1003g 1,875,000 1,965,327
Capital Projects Funds:
Bond Building 5,508,840 8,271,383
Debt Setvice Funds:
Debt Setvice 6,281,533 6,281,533
Nonmajor Funds:
Spedal Revenue Funds 3,285,200 4,715,137
Capital Projects Funds 2,409,670 2,456,754
Debt Service Fund 1,200 1,200
Total Budget $ 39,687,217  $ 44,330,958
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II. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (cont’d)

B. Budgetary Violations
The District did not have any budgetary violations during the year ended June 30, 2019.

C. Deficit Fund Equity

The District had one deficit fund balance of $6,164 in the Instructional Materials Fund as of June 30, 2019. These deficits will
be funded by future grants or by the Operational Fund.

III. DETAILED NOTES ON ALL FUNDS
A. Cash and Temporary Investments

At June 30, 2019, the carrying amount of the District’s deposits was $15,474,881 and the bank balance was $16,702,422 with the
difference consisting of outstanding checks.

BALANCE
Financial institution (FDIC):
BBVA Compass $ 16,702,422
Less:
Agency cash (237,413)
Net recondling items (1,227,541)
Total cash and equivalents $ 15,237,468

Of the total cash and cash equivalents balance, $250,000 was covered by federal depository insurance and $18,500,000 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 District’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 District for at least one half of the amount on deposit with the institution. The District
does not have a deposit policy for custodial credit risk, other than the following state statutes as put forth in the Public Money
Act (Section 6-10-1 to 6-10-63, NMSA 1978). 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, 2019, none of the District’s
bank deposits was exposed to custodial risk as follows:

INSURED UNDER INSURED TOTAL
Bank deposits:
Uninsured and uncollateralized $ -9 - $ -
Uninsured and collateral held by pledging
bank's trust dept not in the District's name 16,452,422 - 16,452,422
Total uninsured 16,452,422 : 16,452,422
Insured (FDIC) 250,000 - 250,000
Total deposits $ 16,702,422 § - $ 16,702,422
State of New Mexico collateral requirement:
50% of uninsured publicfund bank deposits $ 8,226,211 $ - $ 8,226,211
Pledged security 18,500,000 - 18,500,000
Over collateralization $ 10,273,789 $ - $ 10,273,789
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III. DETAILED NOTES ON ALL FUNDS (cont’d)

A. Cash and Temporary Investments (cont’d)

The collateral pledged is listed on Schedule of Pledged Collateral in the Other Supplemental Information section of this repott.
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 schools. 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.

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
Property Taxes Grants Governments Funds
Major Funds:

General Fund $ 20,495 $ - $ - $ 1,451,956
Title I - 1003g - 953,850 - -
Bond Building - - - -
Debt Service 331,070 - - -
Other Governmental Funds 112,247 748,185 - 47,084
Total $§ 463,812 § 1,702,035 $ - § 1,499,040

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
Other Governmental Funds $ - $ 32
Delinquent property taxes
General Fund 16,659 -
Debt Service 269,123 -
Other Governmental Funds 91,594 -
Total deferred/unearned revenue for governmental funds $ 377,376 $ 32
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III. DETAILED NOTES ON ALL FUNDS (cont’d)

C. Inter-Fund Receivables and Payables
The inter-fund receivables and payables at June 30, 2019 were:

RECEIVABLES PAYABLES
Major Funds:
General Funds $ 1,451,956 $ 6,164
Title I - 1003g - 929,585
Other Governmental Funds
Title I - 135,526
Entitlement IDEA-B - 127,365
Preschool IDEA-B - 8,726
Striving Readers - 122,227
Title III English Language - 10,094
Title IT Teacher Quality - 33,075
Rural & Low-Income Schools - 21,605
Dual Credit Instructional Materials - 1,823
Libraties GO Bond 2012 - 1,843
Pre-K Initiative - 53,923
State SB-9 Match - 47,084
Capital Improvements SB-9 47,084 -
Total $ 1,499,040 $ 1,499,040

The inter-fund loans were made for the purposes of cash shortfalls within the individual funds. The loans are expected to be
repaid within the next fiscal year.
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III. DETAILED NOTES ON ALL FUNDS (cont’d)

D. Capital Assets

Capital asset activity for the year ended June 30, 2019 was as follows:

BEGINNING INCREASES DECREASES ENDING
Governmental activities:
Capital assets not being depredated:
Land $ 693,424 '$ 210,000 $ - $ 903,424
Water rights 300,000 - - 300,000
Construdion in progress 1,344,748 992,276 (1,344,748) 992,276
Total apital assets not being depredated 2,338,172 1,202,276 (1,344,748) 2,195,700
Capital assets being depredated:
Land improvements 10,495,243 984,379 - 11,479,622
Buildings and improvements 79,509,243 3,894,864 (1,570,295) 81,833,812
Fumniture, fixtures, and equipment 2,645,792 157,459 - 2,803,251
Total capital assets being depreciated 92,650,278 5,036,702 (1,570,295) 96,116,685
Less acumulated depredation for:
Land improvements (4,552,867) (450,719) - (5,003,586)
Buildings and improvements (24,320,030) (1,718,280) 1,315,113 (24,723,197)
Fumiture, fixtures, and equipment (1,794,730) (150,195) - (1,944,925)
Total accumnlated depreciation (30,667,627) (2,319,194) 1,315,113 (31,671,708)
Total apital assets being depredated, net 61,982,651 2,717,508 (255,182) 64,444,977
Total capital assets, net $ 64320823 $ 3919784 $ (1,599,930) $ 66,640,677

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

ORIGINAL

Instruction $ 1,427,352
Support Services - Students 192,257
Support Services - Instruction 74,721
Support Services - General Administration 47,251
Support Services - School Administration 88,883
Central Setrvices 52,487
Operations & Maintenance of Plant 251,526
Student Transportation 87,852
Food Setvices 96,865
Total Depredation Expense $ 2,319,194

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.

Construction commitments

The District is involved in long-term construction projects as part of their master plan for upgrading the district buildings. The
amount in the capital projects funds designated for subsequent years expenditures are committed for funding these projects.

Interest on construction projects is not capitalized.
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III. DETAILED NOTES ON ALL FUNDS (cont’d)

E. Long-Term Debt

General Obligation Bonds — The District issues general obligation bonds to provide funds for the acquisition and construction
of major capital facilities. Bonds are direct obligations and pledge the full faith and credit of the District. The bonds will be paid
from taxes levied against property owners living within the District’s boundaries. The details of the bonds and notes as of June
30, 2019 are as follows:

BOND ORIGINAL INTEREST CURRENT

BOND ISSUES MATURITY AMOUNT RATES BALANCE PORTION
Series  10/18/11 08/01/25 $ 9,000,000  2.00% to 2.88% § 7,500,000 § 400,000
Seties  02/12/13 08/01/25 5,000,000  2.00% to 3.00% 2,950,000 200,000
Seties  05/20/14 08/01/22 9,980,000 1.50% to 3.00% 5,105,000 1,500,000
Series  10/13/15 08/01/22 6,325,000 1.25% to 2.00% 4,270,000 900,000
Series  10/19/16 08/01/31 9,500,000  2.00% to 2.50% 8,940,000 25,000
Seties  02/15/17 08/01/32 5,600,000  3.00% to 4.00% 5,450,000 100,000
Series  08/23/18 08/01/31 2,700,000  3.00% to 5.00% 2,700,000 425,000
Total $ 48,105,000 $ 36,915,000 § 3,550,000

Balances shown for bonds and notes do not include unamortized premiums or deferred amounts on refinancing.

BALANCE
Bonds payable $ 36,915,000
Less: current maturities (3,550,000)
Unamortized:
Bond premiums 1,145,893
Total non-current liabilities $ 34,510,893

Annual debt service requirements to maturity for general obligation bonds ate as follows:

YEAR ENDING TOTAL

JUNE 30, PRINCIPAL INTEREST REQUIREMENTS
2020 $ 3,550,000 $ 933,688 $ 4,483,088
2021 3,240,000 862,744 4,102,744
2022 3,285,000 791,413 4,076,413
2023 3,250,000 714,875 3,964,875
2024 3,125,000 636,350 3,761,350

2025 - 2029 13,175,000 1,969,738 15,144,738

2029 - 2033 7,290,000 387,513 7,677,513
Total $ 306,915,000 $ 06,296,319 $ 43,211,319
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III. DETAILED NOTES ON ALL FUNDS (cont’d)

F. Long-Term Debt (cont’d)

Changes in long term debt — During the year ended June 30, 2019 the following changes occurred in liabilities reported in the

general obligation bonds account group:

BEGINNING ENDING DUE WITHIN
BALANCE ADDITIONS ~ RETIREMENTS BALANCE ONE YEAR
Compensated absences:
Compensated vacation $ 102,540 $ 75,656 $ 67,119 $ 111,077 $ 111,077
Bonds payable
Original Amount Issue
$ 9,000,000 10/18/11 7,800,000 - 300,000 7,500,000 400,000
5,000,000 02/12/13 3,125,000 - 175,000 2,950,000 200,000
9,980,000 05/20/14 6,605,000 - 1,500,000 5,105,000 1,500,000
6,325,000 10/13/15 5,020,000 - 750,000 4,270,000 900,000
9,500,000 10/19/16 8,965,000 - 25,000 8,940,000 25,000
5,600,000 02/15/17 5,600,000 - 150,000 5,450,000 100,000
2,700,000 08/23/18 - 2,700,000 - 2,700,000 425,000
Total Bonds payable 37,115,000 2,900,000 36,915,000 3,550,000
$ 37,217,540 § 27750656 § 2,967,119  $ 37,026,077 $§ 3,661,077

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

New Debt

The District issued Series 2018 General Obligation Bonds in the amount of $2,700,000 on August 23, 2018. The District will
make the first interest payment on February 1, 2019 and will make the first principal payment on August 1, 2019. The bond
series will mature on August 1, 2031 with interest rates of 3.00% to 5.00%. The District was at 90.3% bonding capacity after the

issuance of GO Series 2018.
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Iv.

OTHER INFORMATION

A.

Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; etrors and omissions;
injury to employees; and natural disasters. The New Mexico Public Schools Insurance Authority (NMSIA) was formed on April
5, 1985 under the New Mexico Public Schools Insurance Authority Act, Chapter 22, Section 2 of the New Mexico Statutes
Annotated (NMSA 1978), as amended, as an insurance fund to provide health, disability and life insurance coverage (benefits
coverage), and propetty, casualty and workers’ compensation insurance coverage (risk coverage) to participating public schools,
school board members, public school employees, and retirees within the State of New Mexico. The District is one of 91 members
that participate in NMPSIA. Participation in NMPSIA is mandatory for all K-12 public schools except those with enrollment
exceeding 60,000 students. Participation is voluntary for other public education institutions. The District pays an annual premium
to the pool for its general insurance coverage. The agreement for formation of NMPSIA provides that the pool will be self-
sustaining through member premiums. NMPSIA establishes self-insured retentions by line of coverage and procures insurance
or reinsurance, where indicated, in excess of the self-insured retention on a pet occutrence basis. NMPSIA will publish its own
financial report for the year ended June 30, 2019.

Employee Retirement Plan

Plan Description - Substantially all of the District’s full-time employees participate in a public employee retirement system authorized
under the Educational Retirement Act (Chapter 22, Article 11, Sections 1 through 52, NMSA 1978). The Educational Retirement
Board (ERB) is the administrator of the New Mexico Educational Employees' Retirement Plan (Plan), which is a cost-sharing
multiple-employer defined benefit retitement 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.S200M.0tg, of by writing to:

ERB

P.O. Box 26129

Santa Fe, New Mexico 87502-6129
www.nmerb.org

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 156,789 active, retired, and inactive members in fiscal year 2018; there were
153,514 active, retired, and inactive members in fiscal year 2017.

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 membert’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 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.
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V. OTHER INFORMATION (cont’d)

B. Employee Retirement Plan (cont’d)

Retired members and surviving beneficiaries receiving benefits receive an automatic cost of living adjustment (COLA) to their
benefit commencing on July 1 following the later of: (i) the year a member retires, or (i) the year in which a member attains age
65 (Tier 1 and Tier 2) or age 67 (Tier 3).

If the plan’s funded ratio for the next preceding fiscal year is 100%, or greater, Section 22-11-31(C)(1) of the New Mexico Statutes
Annotated defines the adjustment factor as %2 of the percentage increase of the consumer price index between the next preceding
calendar year and the preceding calendar year. The adjustment factor cannot exceed four percent, nor be less than two percent.
However, if the percentage increase of the consumer price index is less than two percent, the adjustment factor will be equal to
the percentage increase of the consumer price index.

If the plan’s funded ratio for the next preceding fiscal year is greater than 90%, but less than 100%, Section 22-11-31(C)(2)
indicates that the adjustment factor for all non-disability retirements will be 95% of the adjustment factor defined in Section 22-
11-31(C)(1) if the member had 25 or more years of service credit at retirement and whose annuity is less than or equal to the
median adjusted annuity for the fiscal year next preceding the adjustment date. For all other retirees eligible for an adjustment,
the adjustment factor will be 90% of the adjustment factor defined in Section 22-11-31(C)(1).

If the plan’s funded ratio for the next preceding fiscal year is 90%, or less, Section 22-11-31(C)(3) indicates that the adjustment
factor for all non-disability retirements will be 90% of the adjustment factor defined in Section 22-11-31(C)(1) if the member had
25 or more years of service credit at retirement and whose annuity is less than or equal to the median adjusted annuity for the
fiscal year next preceding the adjustment date. For all other retirees eligible for an adjustment, the adjustment factor will be 80%
of the adjustment factor defined in Section 22-11-31(C)(1).

Finally, annuities shall not be decreased in the event that there is a decrease in the consumer price index between the next
preceding calendar year and the preceding calendar year.

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. Retitees 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
1.5%. 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 1.7%. All other retirees will have a 10% COLA reduction;
their average will be 1.8%. Members on disability retirement are entitled to a COLA commencing on July 1 of the third full year
following disability retitement. 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 yeats 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 retitement. 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 atre 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.

The member, upon retirement, 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.
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V. OTHER INFORMATION (cont’d)

B.

Employee Retirement Plan (cont’d)

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 member’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.

Member 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 2019.

Employer Contributions — In fiscal year 2018, the District 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 District are established in State statute under Chapter 22,
Article 11, NMSA 1978. The requirements may be amended by acts of the legislature. The District’s contributions to ERB for
the fiscal year ending June 30, 2018 was $1,352,272, which equal the amount of the required contributions for year ended June
30, 2018.

Ewnployers

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 216 contributing employers in fiscal year
2018; there were 218 contributing employers in fiscal year 2017.

Liabilities. Deferred Quiflows of Resources, Deferred Inflows of Resources, and Excpense Related to Pensions

At June 30, 2019, the District reported a liability of $41,391,345 for its proportionate share of the net pension liability. The net
pension liability was measured as of June 30, 2018, and the total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of that date. The District's proportion of the net pension liability was based on a projection
of the District's long-term share of contributions to the pension plan relative to the projected contributions of all participating
school districts and regional education cooperatives, actuarially determined. At June 30, 2018, the District's proportion was
0.34808 percent, which was an increase of 0.01733 percent from its proportion measured as of June 30, 2017.

For the year ended June 30, 2019, the District recognized pension expense of $7,075,145.

PENSION EXPENSE CALCULATION
Net pension liability - end of the year $ 41,391,345
Net pension liability - beginning of the year (36,757,796)
Deferred outflows of resources during the year 1,168,636

Deferred inflows of resources during the year (79,312)
Reductions to ending net pension liability due contributions paid 1,352,272

Total Pension Expense $ 7,075,145
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V. OTHER INFORMATION (cont’d)

B. Employee Retirement Plan (cont’d)

At June 30, 2019, the District reported deferred outflows of resources and deferred inflows of resources related to pensions from
the following sources:

OUTFLOWS INFLOWS

Difference between expected and actual experience $ 30,209 $ 787,744
Change of assumptions 8,530,560 -
Net difference between projected and actual earnings on

pension plan investments 91,630 -
Changes in proportion and differences between District

ontributions and proportionate share of contributions 1,017,362 336,469
District contributions subsequent to the measurement date 1,392,111 -

Total $ 11,061,872 $ 1124213

Deferred outflows of resources related to pensions in the amount of $1,392,111 resulted from the District’s contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year ended June 30, 2020.
Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be recognized in
pension expense as follows:

JUNE 30, AMORTIZATION
2020 $ (5,031,397)
2021 (3,351,265)
2022 (161,680)
2023 (1,200)
2024 -

Thereafter -
Total $ (8,545,548)

Actuarial Assunptions

A single discount rate of 5.69% was used to measure the total pension liability as of June 30, 2018. This single discount rate was
based on an expected rate of return on pension plan investments of 7.25 percent and a municipal bond rate of 3.62 percent.
Based on the assumptions described below and the projection of cash flows, pension plan's fiduciaty net position and future
contributions were projected to be available to finance all projected future benefit payments of cutrent 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 are based on an actuarial valuation performed
as of June 30, 2018. The total pension liability was rolled forward from the valuation date to the Plan’s year ended June 30, 2018
using generally accepted actuarial principles. The roll-forward incorporates the impact of the new assumptions adopted by the
Board on April 21, 2017. There were no other significant events or changes in benefit provisions that required an adjustment to
the roll-forward liabilities as of June 30, 2018. The liabilities reflect the impact of the new assumptions adopted by the Board of
Trustees on April 21, 2017 as well as the change in the single discount rate between June 30, 2017 and June 30, 2018. Specifically,
the liabilities measured as of June 30, 2018 incorporate the following assumptions:

1) All members with an annual salary of more than $20,000 will contribute 10.7% during the fiscal year ending June 30,
2015 and thereafter.

2)  Members hired after June 30, 2013 will have an actuarially reduced retitement 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)  The new assumptions adopted by the Board on April 21, 2017 in conjunction with the change in the single discount rate,
and

5) For purposes of projecting future benefits, it is assumed that the full COLA is paid in all future years.
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V. OTHER INFORMATION (cont’d)

B. Employee Retirement Plan (cont’d)

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:
Amortization Method:
Remaining Period:

Asset Valuation Method:
Inflation:

Salary Increases:

Investment Rate of Return:

Single Discount Rate:
Retirement Age:

Mortality:

Entry age normal

Level Percentage of Payroll

Amortized - closed 30 years from June 30, 2012 to June 30, 2042

5 year smoothed market for funding valuation (fair value for financial valuation)
3.00%

Composition: 2.50% inflation, plus 0.75% productivity increase rate, plus step rate
promotional increases for members with less than 10 years of service

7.25%

5.69%

Experience based table of age and service rates

Healthy Males — RP-2000 Combined Mortality Table with white collar adjustments,

generational mortality improvements with scale BB.

Healthy Females — GRS Southwest Region Teacher Mortality Table, set back one year,
generational mortality improvements in accordance with scale BB from the table's
base yeat of 2012.

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 2018 and 2017 for 30-year return
assumptions are summarized in the following table:

2018 2017
Long-Term Expected Long-Term Expected
Asset Class Real Rate of Return Real Rate of Return
Cash -0.49% -0.25%
U.S. Treasuries -0.01% 0.25%
1G Corp Credit 1.44% 1.75%
Mortgage Backed Securities -0.01% 0.25%
Core Bonds* 0.47% 0.75%
Treasury Inflation Protected Securities 0.48% 0.50%
High-Yield Bonds 2.13% 2.50%
Bank Loans 2.16% 2.75%
Global Bonds (Unhedged) -0.75% -0.50%
Global Bonds (Hedged) -0.47% -0.38%
Emerging Market Debt External 1.64% 2.50%
Emerging Market Debt Local Currency 3.10% 3.25%
Large Cap Equities 4.03% 4.25%
Small/ Mid Cap Equities 4.24% 4.50%
International Equities (Unhedged) 4.24% 4.50%
International Equities (Hedged) 4.65% 4.89%
Emerging International Equities 5.61% 6.25%
Private Equity 5.92% 6.25%
Private Debt 4.07% 4.75%
Private Real Assets 4.24% 5.90%
Real Estate 3.10% 3.25%
Commodities 2.08% 2.25%
Hedge Funds 2.97% 3.22%
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V.

OTHER INFORMATION (cont’d)

B. Employee Retirement Plan (cont’d)

Rate of Return

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.

Sensitivity of the Net Pension 1 iability fo 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 2018,
2017, and 2016. In particular, the table presents the Plan's net pension liability under the current single rate assumption, as if it
wete calculated using a discount rate one petrcentage point lower or one percentage point higher than the single discount rate.

PENSION CURRENT SINGLE RATE

Discount
Rate 1% Dectease
ERB (All Employers)
2018  5.69%
2017 5.90%
2016 7.75%

$ 15,454,175,919
14,466,972,041
9,531,509,131

Ruidoso Municipal School District No. 3

2018  5.69% $ 53,792,896
2017 5.90% 47,849,510
2016 7.75% 32,591,089

C. Post-Retirement Health Care Benefits

Single Rate

Assumption

$ 11,891,330,976
11,113,468,217
7,196,433,561

$ 41,391,345
36,757,796
24,606,765

1% Increase

$ 8,984,271,849
8,372,251,980
5,258,980,529

$ 31,272,453
27,691,223
17,982,032

Plan Description - The District, as an employer, contributes to the New Mexico Retiree Health Care Fund (RHCA), a cost-sharing
multiple-employer defined benefit postemployment healthcare plan. The plan provides healthcare insurance and prescription
drug benefits to retired employees of participating employers, their spouses, dependents, and surviving spouses and dependents.
The RHCA Board was established by the Retiree Health Care Act (Chapter 10, Article 7C, NMSA 1978). The Boatd 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. RHCA issues a sepatate, publicly
available financial report that includes the financial statements and required supplementary information for the plan. That report

may be obtained www.nmrhca.org, www.saonm.org, or by writing to:

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

The plan is used to provide postemployment benefits other than pensions (OPEB) for retirees who were an employee of
participating employer in either the New Mexico Public Employees Retirement Association (PERA) or Educational Retirement
Board (ERB), eligible to receive a pension. For employers who “buy-in” to the plan, retirees are eligible for benefits six months
after the effective date of employer participation. Retirees not in a PERA enhanced (Fire, Police, Corrections) pension plan who
commence benefits on or after January 1, 2020 will not receive any subsidy from RHCA before age 55.
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Iv.

OTHER INFORMATION (cont’d)

C.

Post-Retirement Health Care Benefits (cont’d)

Eligible retirees ate:

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 required 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.

There were 156,025 active, retired, surviving spouses, and inactive members in fiscal year 2018; there were 160,035 active, retired,
surviving spouses, and inactive members in fiscal year 2017.

Funding Policy

The Retiree Health Care Act (Section 10-7C-13 NMSA 1978) authorizes the RHCA Board to establish the monthly premium
contributions that retirees are required to pay for healthcare benefits. Each participating 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 ($5) if the eligible participant retired prior to the employer’s 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 RHCA
or viewed on their website at www.nmrhca.org.

The employer, employee and retiree contributions ate 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 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, 2014, 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 Care Act.

Benefits Provided - Retirees and spouses are eligible for medical and prescription drug benefits. Dental and vision benefits are also
available but were not included in any valuation since they are 100% retiree-paid. A description of these benefits may be found
in Enrolled Participants at www.nmrhca.org.

Member Contributions — Employees that were not members of an enhanced plan, the statute required each participating employee
was required to contribute 1% of their gross salary in fiscal year 2019.

Employer Contributions — In fiscal year 2018, the District was required to contribute 2% of the gross covered salary for employees
who are entitled to RHCA benefits. The District’s contributions to RHCA for the fiscal year ending June 30, 2018 was $194,573,
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 302 contributing employers in fiscal
year 2018.
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IV. OTHER INFORMATION (cont’d)

C. Post-Retirement Health Care Benefits (cont’d)
L iabilities, Deferred Qutflows of Resources, Deferred Inflows of Resources, and Excpense Related to OPEB

At June 30, 2019, the District reported a liability of $9,906,422 for its proportionate share of the net OPEB liability. The net
OPEB liability was measured as of June 30, 2018, and the total OPEB liability used to calculate the net OPEB liability was
determined by an actuarial valuation as of that date. The District 's proportion of the net OPEB liability was based on a projection
of the District 's long-term shatre of contributions to the OPEB plan relative to the projected contributions of all participating
school districts, actuarially determined. At June 30, 2018, the District's proportion was 0.22782 percent, which was an increase of
0.01367 percent from its proportion measured as of June 30, 2017.

For the year ended June 30, 2019, the District recognized OPEB expense of $119,793.

OPEB EXPENSE CALCULATION

Net OPEB liability - end of the year $ 9,906,422
Net OPEB liability - beginning of the year (9,704,578)
Deferred outflows of resources during the year (627,522)
Deferred inflows of resources during the year 350,898
Reductions to ending net OPEB liability due contributions paid 194,573
Total OPEB Expense $ 119,793

At June 30, 2019, the District reported deferred outflows of resources and deferred inflows of resoutces related to OPEB from
the following sources:

OUTFLOWS INFLOWS
Difference between expected and actual experience $ - $ 586,524
Change of assumptions - 1,849,485

Net difference between projected and actual earnings on
OPEB plan investments - 123,628
Changes in proportion and differences between District

ontributions and proportionate share of contributions 627,522 -
District contributions subsequent to the measurement date 200,306 -
Total $ 827,828 $ 2,559,637

Deferred outflows of resources related to OPEB in the amount of $200,306 resulted from District contributions subsequent to
the measurement date will be recognized as a reduction of the net OPEB liability in the year ended June 30, 2020. Amounts
reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be recognized in OPEB
expense as follows:

JUNE 30, AMORTIZATION

2020 $ 517,399
2021 517,399
2022 517,399
2023 369,283
2024 10,635
Thereafter -
Total $ 1,932,115
NOTES TO THE FINANCIAL STATEMENTS FINANCIAL SECTION

JUNE 30, 2019 45| Page



STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

IV. OTHER INFORMATION (cont’d)

C.

Post-Retirement Health Care Benefits (cont’d)

Actuarial Assunptions

The projection of cash flows used to determine the discount rate assumed that employer contributions will be made at rates
proportional to the actuary determined contribution rates. For this purpose, employer contributions that are intended to fund
benefits of current plan members and their beneficiaries are included. Projected employer contributions that are intended to fund
the setvice costs for future plan members and their beneficiaries are not included. Based on those assumptions, the OPEB plan's
fiduciary net position was projected to be available to make all projected future benefit payments for current plan members
through the fiscal year ending June 30, 2028.

A blended rate of the assumed investment return on Plan assets (e.g. 7.25% for the June 30, 2019 valuation) and the rate for 20-
year, tax-exempt general obligation municipal bonds with an average rating of AA/Aa or higher (e.g. 3.58% as of June 30, 2017).
The 7.25% discount rate was used to calculate the net OPEB liability through June 30, 2029. Benefit payments after June 30,
2029 are then discounted by the index rate for 20-year, tax exempt general obligation municipal bonds with an average rating of
AA/Aa or higher, cutrently 4.08%. The blended discount rate of 4.08% was used to measure the total OPEB liability as of June
30, 2018.

The total OPEB liability was determined by an actuarial valuation as of June 30, 2018 using the following actuarial assumptions:
Valuation Date: June 30, 2017
Actuarial Cost Method: Entry age normal, level percent of pay, calculated on individual employee basis
Amorttization Method: 30-year open-ended amortization, level percent of payroll
Remaining Period: 30 years as of June 30, 2016

Asset Valuation Method: Market value of assets

Actuarial assumptions
Inflation: 2.50% for ERB; 2.25% for PERA

Projected Salary Increases: 3.5% to 12.50% based on years of service, including inflation

Investment Rate of Return: 7.25%, net of OPEB plan investment expense and margin for adverse deviation
including inflation

Health Care Cost Trend Rate: 8% graded down to 4.5% over 14 years for Non-Medicare medical plan costs and
7.5% graded down to 4.5% over 12 for Medicare medical plan costs

Rate of Return

The long-term expected rate of return on OPEB plan investments was determined using a building-block method in which the
expected future real rates of return (net of investment fees and inflation) are developed for each major asset class. These returns
are combined to produce the long-term expected rate of return by weighting the expected future real rates of return by the target
asset allocation percentage, adding expected inflation and subtracting expected investment expenses and a risk margin. The target
allocation and projected arithmetic real rates of return for each major asset class, after deducting inflation, but before investment
expenses, used in the derivation of the long-term expected investment rate of return assumptions. The target allocation and best
estimates for the long-term expected rate of return is summarized as follows:
2018 2017
Long-Term Expected Long-Term Expected

Asset Class Real Rate of Return % Real Rate of Return %

U.S. core fixed income 2.1 9.1

U.S. equity - large cap 7.1 9.1

Non U.S. - emerging markets 10.2 12.2

Non U.S. - developed equities 7.8 9.8

Private equity 11.8 13.8

Credit and structured finance 53 7.3

Real estate 4.9 6.9

Absolute return 4.1 6.1

U.S. equity - small/mid cap 7.1 9.1
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IV. OTHER INFORMATION (cont’d)

C. Post-Retirement Health Care Benefits (cont’d)

Sensitivity of the Net OPEB [ jability to Changes in the Discount Rate Assumption

The following table shows the sensitivity of the net OPEB liability to changes in the discount rate as of June 30, 2018. In particular,
the table presents the Plan's net OPEB liability under the current single rate assumption, as if it were calculated using a discount
rate one percentage point lower (1% decrease) or one percentage point higher (1% increase) than the single discount rate.

OPEB CURRENT SINGLE RATE

Discount Single Rate
Rate 1% Decrease Assumption 1% Increase
RHCA (All Employers)
2018  4.08%  $ 5,262,533,266 $ 4,348,354,815 $ 3,627,778,443
2017 3.81% 5,496,848,763 4,531,673,018 3,774,405,896

Ruidoso Municipal School District No. 3
2018 4.08%  $ 11,989,103 $ 9,900,422 $ 8,264,805
2017 3.81% 11,771,502 9,704,578 8,082,890

The following presents the Net OPEB Liability of RHCA as of June 30, 2018, as well as what the Fund’s Net OPEB Liability
would be if it were calculated using a health cost trend rate that is one percentage point lower (1% decrease) or one percentage
point higher (1% increase) than the health cost trend rates used:

HEALTH COST TREND RATE

Current

1% Dectease Trend Rates 1% Increase

RHCA (All Employers)
2018 §  3,675,884,346 $ 4,348,354,815 $ 4,875,586,778

Ruidoso Municipal School District No. 3
2018 § 8,374,400 $ 9,906,422 $ 11,107,562

D. 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.

E. Cash Flows

The District’s federal and state grants operate on a reimbursement basis. The District 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 District’s ability to operate effectively. However, the time it takes to receive reimbursement, if extensive,
does significantly affect the District’s cash flows and the ability to deliver educational services to the community in an effective
manner. This could affect the District’s financial operations in subsequent years.
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IV. OTHER INFORMATION (cont’d)

F. Subsequent Events

Subsequent events were evaluated through October 18, 2019 which is the date the financial statements wete available to be issued.
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SCHEDULE OF THE DISTRICT’S PROPORTIONATE SHARE OF THE

NET PENSION LIABILITY
Educational Retirement Board (ERB) Pension Plan
Last 10 Fiscal Years*

2019 2018 2017 2016 2015
Disttict's proportion of the net pension liability 0.348080% 0.330750% 0.341930% 0.340530% 0.346720%
Disttict's proportionate share of the net pension liability $ 41,391,345 $ 36,757,796 $ 24,606,765 $ 22,057,035 $ 19,782,901
Disttict's covered-employee payroll $ 9,724,553 $ 9,765,650 $ 9,679,950 $ 9,556,814 $ 9,556,957
Disttict's proportionate share of the net pension liability as a
percentage of its covered-employee payroll 425.64% 376.40% 254.20% 230.80% 207.00%
Plan fiduciaty net position as a percentage of the total pension
liability 52.17% 52.95% 61.58% 63.97% 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 THE DISTRICT’S PENSION CONTRIBUTIONS

Educational Retirement Board (ERB) Pension Plan
Last 10 Fiscal Years*

2019 2018 2017 2016 2015
Contractually required conttibution $ 1,392,111 $ 1,351,713 $ 1,357,425 $ 1,345,514 $ 1,256,722
Contributions in relation to the contractually required (1,392,111) (1,352,272) (1,355,048) (1,345,438) (1,256,722)
Contribution deficeiency (excess) $ R $ (559) $ 2,377 $ 76 $ -
District's Covered-employee Payroll $ 10,015,368 $ 9,724,553 $ 9,765,650 $ 9,679,950 $ 9,556,814
Contribution as a percentage of covered-employee payroll 13.90% 13.91% 13.88% 13.90% 13.15%

* 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, 2019

Changes of benefit terms: 'The COLA and retirement eligibility benefits changes in recent years are described in the Benefits Provided

subsection of the financial statement note disclosure 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 June 30, 2016. There were no modifications to the benefit provisions that were

reflected in the actuarial valuation as of June 30, 2018.
Assumptions that were not changed:
a.  Wage inflation 3.25%
b. Payroll growth 3.00%
c.  COLA assumption 1.90% per year
d

Salary increases at 2.50% inflation, plus 0.75% productivity increase rate, plus step-rate promotional increases for less than

ten years of service
e. Inflation rate 2.50%
f.  Investment return 7.25%

See also the Note VI B) Actuarial Assumptions of the financial statement note disclosure on the Pension Plan.

REQUIRED SUPLEMENTAL INFORMATION
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SCHEDULE OF THE DISTRICT’S PROPORTIONATE SHARE OF THE
NET OPEB LIABILITY
Retiree Health Care Authority (RHCA) OPEB Plan
Last 10 Fiscal Years*

2019 2018
District's proportion of the net OPEB liability 0.227820% 0.214150%
District's proportionate share of the net OPEB liability $ 9,906,422 $ 9,704,578
District's covered-employee payroll $ 9,724,553 $ 9,421,286
District's proportionate share of the net OPEB liability as a
percentage of its covered-employee payroll 101.87% 103.01%
Plan fiduciary net position as a percentage of the total OPEB
liability 13.14% 11.34%

* 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 THE DISTRICT’S OPEB CONTRIBUTIONS
Retiree Health Care Authority (RHCA) OPEB Plan
Last 10 Fiscal Years*

2019 2018
Contractually required contribution $ 200,306 $ 194,573
Contributions in relation to the contractually required (200,300) (194,573)
Contribution deficeiency (excess) $ - $ -
District's Covered-employee Payroll $ 10,015,368 $ 9,727,220
Contribution as a percentage of covered-employee payroll 2.00% 2.00%

* 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, 2019

Changes of assumptions: RHCA 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 June 30, 2017, RHCA implemented the following changes in assumptions
for fiscal years 2018 and 2017.

The total OPEB liability as of June 30, 2018 was determined by an actuarial valuation as of June 30, 2018. The mortality, retirement,
disability, turnover and salary increase assumptions are based on the PERA annual valuation as of June 30, 2017 and the ERB
actuarial experience study as of June 30, 2017.
1)  Fiscal year 2018 valuation assumptions that changed based on this study:
a.  Minor changes to demographic assumptions
2)  Assumptions that were not changed:

a. Investment return 7.25%

b. Inflation rate 2.50% for ERB and 2.25 for PERA

c.  Population growth per year at 0.00%

d.  Health care cost trend rate 8% graded down to 4.5% over 14 years for Non-Medicare medical plan costs and 7.5%
See also the Note 1V (C) Actnarial Assumptions of the financial statement note disclosure on the OPEB Plan.
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GENERAL FUNDS
(OTHER SUPPLEMENTAL INFORMATION)

Operating Fund (Fund No. 11000)
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.

Transportation Fund (Fund No. 13000)
Accounts for all the Transportation funds received through the state that are used in the maintaining and operating vehicles used to transport
students.

Instructional Materials Fund (Fund No. 14000)
Accounts for all the Instructional Materials funds received through the state for the purpose of acquiring study matetials for the students.
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GENERAL FUNDS
Combining Balance Sheet
June 30, 2019

Instructional
Operational Transportation Materials Total General
Fund #11000 Fund #13000 Fund #14000 Funds
Assets
Cash and cash equivalents $ 5,389,236 $ - 9 - $ 5,389,236
Receivables:
Property taxes 20,495 - - 20,495
Due from other funds 1,451,956 - - 1,451,956
Total assets $ 6,861,687 $ - $ - $ 6,861,687
Liabilities, deferred inflows and fund balance
Liabilities:
Accounts payable $ 700,440 $ - $ - $ 700,440
Due to other funds - - 6,164 6,164
Total liabilities 700,440 - 6,164 706,604
Deferred inflows of resources:
Delinquent property taxes 16,659 - - 16,659
Fund balance:
Committed to:
Subsequent yeat's expenditures 4,520,223 - - 4,520,223
Unassigned 1,624,365 - (6,164) 1,618,201
Total fund balance 6,144,588 - (6,164) 6,138,424
Total liabilities, deferred inflows
of resources, and fund balance $ 6,861,687 $ - $ - $ 6,861,687
FINANCIAL SECTION GENERAL FUND
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GENERAL FUNDS
Combining Statement of Revenues, Expenditures, and
Changes in Fund Balance
Year Ended June 30, 2019

General Funds

Instructional
Operational Transportation Materials Total General
Fund #11000 Fund #13000 Fund #14000 Fund
Revenues:
Taxes:

Property $ 251,103 $ -8 - % 251,103
Intergovernmental - federal grants 542,396 - - 542,396
Intergovernmental - state grants 14,872,354 872,073 67,040 15,811,467
Contributions - private grants 5,000 - - 5,000
Charges for services 16,035 - - 16,035
Investment and interest income 40,985 - - 40,985
Miscellaneous 79,321 - - 79,321

Total revenue 15,807,194 872,073 67,040 16,746,307
Expenditures:
Current:

Instruction 8,657,681 - 112,952 8,770,633

Support services:

Students 1,364,857 - - 1,364,857

Instruction 466,898 - - 466,898

General Administration 384,584 - - 384,584

School Administration 950,563 - - 950,563

Central Services 588,750 - - 588,750

Operation & Maintenance of Plant 2,555,695 - - 2,555,695

Student transportation - 872,073 - 872,073

Total expenditures 14,969,028 872,073 112,952 15,954,053
Excess (deficiency) of revennes

over excpenditures 838,166 - (45,912) 792,254

Fund balance at beginning of the year 5,306,422 - 39,748 5,346,170

Fund balance at end of the year $ 6,144,588 $ - $ (6,164) § 6,138,424
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OPERATIONAL FUND - NO. 11000
Statement of Revenues, Expenditures, and
Changes in Fund Balance - Budget and Actual (Non-GAAP Budgetary Basis)

Year Ended June 30, 2019
Variance with
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
Revenues:
Taxes:

Property $ 238,585 $ 238,585 $ 251,256 $ 12,671
Intergovernmental - federal grants 330,354 330,354 542,396 212,042
Intergovernmental - state grants 14,610,165 14,878,103 14,872,354 (5,749)
Contributions - private grants 1,000 1,000 5,000 4,000
Charges for services 8,000 8,000 16,035 8,035
Investment and interest income 25,000 25,000 40,985 15,985
Miscellaneous - - 79.321 79.321

Total revenues 15,213,104 15,481,042 15,807,347 326,305
Expenditures:
Current:
Instruction 10,051,950 10,319,888 8,669,691 1,650,197
Support services:
Students 1,631,250 1,631,250 1,365,025 266,225
Instruction 732,735 732,735 466,898 265,837
General Administration 501,519 501,519 375,008 126,511
School Administration 1,237,518 1,237,518 950,563 286,955
Central Services 912,127 912,127 588,603 323,524
Operation & Maintenance of Plant 3,050,681 3,130,681 2,561,308 569,373
Other Support services 1,001,686 1,001,686 - 1,001,686
Capital outlay 267,195 187,195 - 187,195
Total expenditures 19,386,661 19,654,599 14,977,096 4,677,503
Excess (deficiency) of revennes
over expenditures (4,173,557) (4,173,557) 830,251 5,003,808
Beginning cash balance budgeted 4,173,557 4,173,557 - (4,173,557)
Fund balance at beginning of the year - - 5306422 5306422
Fund balance at end of the year $ - $ - 6,136,673 $ 6,136,673
RECONCILIATION TO GAAP BASIS:
Change in property tax receivable (270)
Change in payables 8,069
Change in defetred property taxes 116
Fund balance at end of the year (GAAP basis) $ 0,144,588
FINANCIAL SECTION GENERAL FUND
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RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

TRANSPORTATION FUND - NO. 13000

Statement of Revenues, Expenditures, and

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

Revenues:
Intergovernmental - state grants

Expenditures:
Current:
Support services:
Student transportation

Excess 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)

GENERAL FUND

Year Ended June 30, 2019
Variance with
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
872,073 $ 872,073 $ 872,073 $ -
872,073 872,073 872,073 -
- $ - _ $ -
$ -
FINANCIAL SECTION
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

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, 2019
Variance with
Final Budget
Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)
Revenues:
Intergovernmental - state grants $ 67,040 $ 73,204 $ 67,040 $ (6,164)
Expenditures:
Current:
Instruction 67,040 112952 112952 -
Excess (deficiency) of revennes
over expenditures - (39,748) (45,912) (6,164)
Beginning cash balance budgeted - 39,748 - (39,748)
Fund balance at beginning of the year - - 39,748 39,748
Fund balance at end of the year $ - $ - 6,169 8§ (6,169
RECONCILIATION TO GAAP BASIS:
Change in payables I —
Fund balance (deficit) at end of the year (GAAP basis) $ (6,164
FINANCIAL SECTION GENERAL FUND
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NONMAJOR GOVERNMENTAL FUNDS
(OTHER SUPPLEMENTAL INFORMATION)

Funds that did not meet the requirements of GASB Statement No.
34, Basic Financial Statements and Management’s Discussion and Analysis to
be considered Major Funds and have not been identified as Major
Funds by management.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

Nonmajor Special Revenue Funds

Special revenue funds are operating funds used to account for the proceeds of specific revenue sources that ate intended for specific purposes
other than special assessments or major capital projects.

Food Service (Fund No. 21000) Minimum Balance: None
This program provides financing for the school breakfast and lunch program. Funding is provided from fees from patrons and USDA
food reimbursements, under the National School Lunch Act of 1946, as amended, Public Law 79-396, Sections 2-4, 60 Stat. 230, 42
U.S.C. 1751 et seq.; 80 stat. 889, as amended; 84 stat. 270; and the Child Nutrition Act of 19606, as amended, Sections 4 and 10. Public
Law 89-642, 80 sat. 886, 889, 42 U.S.C. 1773, 1779; Public Law 99-591, 100 stat. 3341; Public Law 100-71, 101 stat. 430.

Athletics (Fund No. 22000) Minimum Balance: None
This fund provides financing for school athletic activities. Funding is provided by fees from patrons.
Title I (Fund No. 24101) Minimum Balance: None

To help local education agencies (LEAs) and schools improve the teaching and learning of children failing, or most at-risk of failing, to
meet challenging State academic standards. Funding authorization: Elementary and Secondary Education Act of 1965, Title I, Part A, 20
U.S.C. 6301 et seq.

Entitlement IDEA-B (Fund No. 241006) Minimum Balance: None
Program provides 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 (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.

IDEA-B Early Intervention (Fund No. 24112) Minimum Balance: None
To account for a federal grant restricted to the operation and maintenance of meeting the special education needs of children with
disabilities. (Authority, Individuals with Disabilities Act, Part B Sec 611, as amended; P.I.. 91-230, 93-380, 94-142, 98-199, 99-457, 100-
630, and 101-476; U.S.C. 1401-1419, P.I.. 105-17)

Striving Readers (Fund No. 24145) Minimum Balance: None
The purpose of the Striving Readers Comprehensive Literacy (SRCL) discretionaty grants is to create a comprehensive literacy
program to advance literacy skills — including pre-literacy skills, reading, and writing — for students from birth through grade 12,
including limited-English-proficient students and students with disabilities. Authorizations: Elementary and Secondary Education Act
of 1965, as amended, Title 11, Part B, Subpart 2, Section 2222

Title IIT English Language (Fund No. 24153) Minimum Balance: None
To ensure that limited English proficient children (LEP) and youth, including immigrant children and youth, attain English proficiency
and meet the same standards as all children and youth are expected to meet; to provide assistance to Native American, Native Hawaiian,
Native American Pacific Islander, and Alaskan native children with certain modifications relative to the unique status of native American
language under Federal Law; to develop to the extent possible, the native language skills of such children. The fund is authorized through
the Elementary and Secondatry Education Act (ESEA), as amended, Title III, Part A, Sections 3101,3129.

Title IT Teacher Quality (Fund No. 24154) Minimum Balance: None
To provide grants to State Education Agencies (SEAs) on a formula basis to increase student academic achievement through strategies
such as improving teacher and principal quality and increasing the number of highly qualified teachers in the classroom and highly qualified
principals and assistant principals in schools and hold local educational agencies and schools accountable for improvements in the

academic achievement. Authorization is granted through the Elementary and Secondary Education Act of 1965, as amended, Title II,
Part A, Public Law 107-110.

Rural & Low Income Schools (Fund No. 24160) Minimum Balance: None
To account for federal grant assistance to rural districts to carry out activities to help improve the quality of teaching and learning in their
schools, and specifically to provide funds for teacher recruitment, retention, and teacher professional development, educational
technology, and parental involvement activities. Authority for this fund comes from the Elementary and Secondary Education Act of
1965, as amended, Title VI, Part B, as amended.

Title I School Improvement (Fund No. 24162) Minimum Balance: None
To develop parental involvement in the school cutriculum. The program is funded by the United States government under P.L. 100-297.

NONMAJOR GOVERNMENTAL FUNDS FINANCIAL SECTION
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

Nonmajor Special Revenue Funds ( cont’d )

Impact Aid Special/Indian Education (Fund No. 25145 & 25147) Minimum Balance: None
To provide financial assistance to local educational agencies (LEA’S) whete enrollments or availability of revenue are adversely affected
by Federal activities, i.e. where the tax base of a district is reduced through the Federal acquisition of real property (Section 2), where there
is a significant number of children who teside on Federal (including Indian) lands and /ot children whose parents are employed on Federal
propetty or in the Uniformed Services (Section 3(a) and 3 (b); where there is a significant decrease (Section 3(c)) or a sudden and substantial
increase (Section 4) in school enrollment as the result of Federal activities; to provide disaster assistance for reduced or increased operating
costs (Section 7(a)), for replacing or repairing damaged or destroyed supplies, equipment, and books, and for repairing minor damage to
facilities. Funding authorized by Public Law 81-874.

Title XIX Medicaid (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, 103-14, 103-333, 104-91, 104-191, 104-193, 104-208, and 104-134; Balanced Budget Act of 1997, Public Law 105-33.

Child & Adult Food Program (Fund No. 25171) Minimum Balance: None
To account for the activities of a program to provide for healthier schools by providing a health center at the schools. Funding is
from the New Mexico Department of Health. The authority for creation of this fund was approved by the original budget by the
Cuba Board of Education.

Indian Ed Formula Grant (Fund No. 25184) Minimum Balance: None
The purpose of this program is to support projects which improve educational opportunities and achievement of Native American
children. Funding is provided by the Federal Government, under the Elementary and Secondary Education Act of 1965, Title IX,
Part A, Subpart 1, as amended, Public Law 103-382, 20 U.S.C. 7811-7818; 25 U.S.C. 2002.

Dual Credit Instructional Materials (Fund No. 27103) Minimum Balance: None
To be used for courses approved by Higher Education Department (HED) and through a college/university for which the district
has an approved agreement.

Library Go Bonds 2012 (Fund No. 27107) Minimum Balance: None
Funds to be used for library books and library resources for public school libraties statewide. Libraty resources include computers,
software, projectors, televisions, other related hardware and softwate, shelving, desks, chairs, and book trucks/catts. Senate Bill 66,
Laws of 2012, 2nd Session, Chapter 54, Section 10.B.(3).

Excellence in Teaching (Fund No. 27125) Minimum Balance: None
The funding under this award must be used solely for Excellence in Teaching salary supplements. These salary supplements are
$5,000.00 or $10,000.00 per teacher and may only be awarded to teachers who have met the award criteria.

Pre-K Initiative (Fund No. 27149) Minimum Balance: None
The pre-k program shall address the total development needs of preschool children, including physical, cognitive, social and emotional
needs, and shall include health care, nutrition, safety and multicultural sensitivity.

Breakfast for Elementary Students (Fund No. 27155) Minimum Balance: None
The Breakfast for Elementary School program provides foods (at no charge) after the instructional day has begun, provided that
instruction occurs simultaneously with breakfast. Authorized through 22-13-13.2 NMSA 1978; NMAC 6.12.9

Kindergarten 3-Plus (Fund No. 27166) Minimum Balance: None
To account for funds received to provide the opportunity for the district to address eatly literacy. The fullday kindergarten program is the
first step in the implementation of a sequential eatly literacy approach to teaching reading.

College Counselor Initiative (Fund No. 27189) Minimum Balance: None
Funding to be used by KCHS and SHS to hire a college advisor solely dedicated to college advisement. College advisors will be hired
under STARS assignment code #83 as a Resource Coordinator. The hired Advisor(s) must have an appropriate license in accordance
with STARS assignment code #83.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

Nonmajor Special Revenue Funds ( cont’d )

Suicide Prevention (Fund No. 28158) Minimum Balance: None
The purpose of this fund is to account for the agreement used to provide integrated primary and behavioral health care for adolescents
through a school based health center. The authority and funding for this agreement is provided by the contract between the REC and the
New Mexico Department of Health.

GRADS Child Care (Fund No. 28189) Minimum Balance: None
The Graduation, Reality, and Dual-role Skills (GRADS) program provides funding to participating schools in providing setvices for teen
parents who are students at the participating schools.

GRADS Instruction (Fund No. 28190) Minimum Balance: None
The Graduation, Reality, and Dual-role Skills (GRADS) program provides funding to participating schools in providing setvices for teen
parents who are students at the participating schools.

GRADS Plus (Fund No. 28203) Minimum Balance: None
To develop a curriculum that identifies that reflect serious needs for pregnant or parenting teens.

Nonmajor Capital Projects Funds

Capital Projects Funds are used to account for financial resources to be used for the acquisition or construction of major capital facilities.

Special Capital Outlay — Local (Fund No. 31300) Minimum Balance: None
This fund provides financing from local revenues for the construction and improvements to District building and facilities.
State SB-9 Match (Fund No. 31700) Minimum Balance: None

To account for erecting, remodeling, making additions to and furnishing of school buildings, or purchasing or improving school grounds
or any combination thereof as identified by the local school board. Financing is provided by the State of New Mexico’s State Equalization
Matching as authorized by the Public School District Capital Improvements Act (22-25-1 to 22-25-10 NMSA 1978).

Capital Improvements SB — 9 (Fund No. 31701) Minimum Balance: None
This fund provides financing for the purchase of equipment and capital improvements to School District property. Fundingis received
from a 2 mill property tax levy and interest earned on investments, under New Mexico Senate Bill 9.

Nonmajor Debt Service Funds

Debt service funds are used to account for the payment of principal and interest on long-term debt. Debt Service revenues are from taxes and
other operating revenues, some of which are pledged specifically to repay certain outstanding bond issues.

Education Technology Debt Service (Fund No. 43000) Minimum Balance: None
Used to account for the accumulation of resources for and the payment of, general long-term debt principal, interest, and related costs
associated with the Education Technology bond issues.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS
Combining Balance Sheet

June 30, 2019
Special Revenue Funds
Entitlement Preschool
Food Setvice Athletics Title 1 IDEA-B IDEA-B
Fund #21000  Fund #22000 Fund #24101 Fund #24106 Fund #24109
Assets
Cash and cash equivalents $ 475,764 $ 40,466 $ - $ - $ -
Receivables:
Property taxes - - - - -
Grant 121,587 - 156,197 151,885 12,914
Due from other funds - - - - -
Food inventory 11,633 - - - -
Total assets $ 608,984 $ 40,466 $ 156,197 $ 151,885 $ 12,914
Liabilities, deferred inflows and fund balance
Liabilities:
Accounts payable $ - $ - $ 20,671 $ 24520  $ 4,188
Due to other funds - - 135,526 127,365 8,726
Total liabilities - - 156,197 151,885 12914
Deferred inflows of resources:
Advances of federal, state, and local grants - - - - -
Delinquent property taxes - - - - -
Total deferred inflows of resources - - - - -
Fund balance:
Non-spendable:
Inventories 11,633 - - - -
Restricted for:
Special revenue funds 597,351 40,466 - - -
Capital projects funds - - - - -
Debt service - - - _ _
Total fund balance 608,984 40,466 - - -
Total liabilities, deferred inflows
of resources, and fund balance $ 608984 § 40,466  $ 156,197  $ 151,885  § 12,914
(cont'd; 1 of 8)
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64 |



STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS
Combining Balance Sheet

June 30, 2019
Special Revenue Funds

IDEA-B Early Title IIT English ~ Title IT Teacher

Intervention  Striving Readers Language Quality

Fund #24112 Fund #24145 Fund #24153 Fund #24154

Assets

Cash and cash equivalents $ 32 $ - $ - $ -
Receivables:

Property taxes - - - -
Grant - 122,227 10,094 33,955
Due from other funds - - - _
Food inventory - - - _

Total assets $ 32§ 122227  § 10,094 § 33,955

Liabilities, deferred inflows and fund balance

Liabilities:
Accounts payable $ - 3 - 3 - 3 880
Due to other funds - 122227 10,094 33,075
Total liabilities - 122227 10,094 33,955

Deferred inflows of resources:
Advances of federal, state, and local grants 32 - - -
Delinquent property taxes - - - -

Total deferred inflows of resources 32 - - -

Fund balance:
Non-spendable:
Inventories - - - -
Restricted for:
Special revenue funds - - . -
Capital projects funds - - - -
Debt service - : B, _
Total fund balance - - - _

Total liabilities, deferred inflows
of resources, and fund balance $ 32 $ 122,227 $ 10,094 $ 33955

(cont'd; 2 of 8)
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS
Combining Balance Sheet
June 30, 2019

Special Revenue Funds

Rural & Low- Impact Aid Impact Aid
Income Title I School Special Indian Title XIX
Schools Improvement Education Education Medicaid
Fund #24160 Fund #24162  Fund #25145 Fund #25147 Fund #25153
Assets
Cash and cash equivalents $ - 3 9 3 85,284  § 88,743 $ 189,314
Receivables:
Property taxes - - - - -
Grant 27,003 - - - -
Due from other funds - - - - -
Food inventory - - - - -
Total assets $ 27,003  $ 9 $ 85,284  § 88,743 $ 189,314
Liabilities, deferred inflows and fund balance
Liabilities:
Accounts payable $ 5398 § - 3 2,156  $ 5606 $ 1,799
Due to other funds 21,605 - - - -
Total liabilities 27,003 - 2,156 5,606 1,799
Deferred inflows of resources:
Advances of federal, state, and local grants - - - - -
Delinquent property taxes - - - - -
Total deferred inflows of resources - - - - -
Fund balance:
Non-spendable:
Inventories - - - - -
Restricted for:
Special revenue funds - 9 83,128 83,137 187,515
Capital projects funds - - - - -
Debt service - - - - -
Total fund balance - 9 83,128 83,137 187,515
Total liabilities, deferred inflows
of resources, and fund balance $ 27,003  $ 9 $ 85284  § 88,743 $ 189,314
(cont'd; 3 0f 8)
FINANCIAL SECTION

66 |



STATE OF NEW MEXICO

RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS
Combining Balance Sheet
June 30, 2019

Special Revenue Funds

Child & Adult Indian Ed
Food Program  Formula Grant
Fund #25171 Fund #25184
Assets
Cash and cash equivalents $ 8,126 $ 8,847
Receivables:
Property taxes - -
Grant - -
Due from other funds - -
Food inventory - -

Dual Credit
Instructional
Materials
Fund #27103

1,823

Libraries GO
Bond 2012
Fund #27107

1,843

Total assets $ 8,126  § 8,847

$ 1,823

$ 1,843

Liabilities, deferred inflows and fund balance
Liabilities:
Accounts payable 3 - 8 717
Due to other funds - -

1,823

1,843

Total liabilities - 717

1,823

1,843

Deferred inflows of resources:
Advances of federal, state, and local grants - -
Delinquent property taxes - -

Total deferred inflows of resources - -

Fund balance:
Non-spendable:
Inventories - -
Restricted for:
Special revenue funds 8,126 8,130
Capital projects funds - -
Debt service - -

Total fund balance 8.126 8,130

Total liabilities, deferred inflows
of resources, and fund balance $ 8,126  § 8,847

$ 1,823

$ 1,843

(cont'd; 4 of 8)
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS
Combining Balance Sheet

June 30, 2019
Special Revenue Funds
Breakfast for College
Excellence in Elementary Kindergarten 3- Counselor
Teaching Pre-K Initiative Students Plus Initiative
Fund #27125 Fund #27149 Fund #27155 Fund #27166 Fund #27189
Assets
Cash and cash equivalents $ - $ - $ - $ - $ -
Receivables:

Property taxes - - - - -
Grant - 61,573 - - _
Due from other funds - -
Food inventory - - - - _

Total assets $ -3 61,573  § - 3 - 3 -

Liabilities, deferred inflows and fund balance

Liabilities:
Accounts payable $ - $ 7,650 $ - $ - $ _
Due to other funds - 53.923 - _ -
Total liabilities - 61,573 - - -

Deferred inflows of resources:
Advances of federal, state, and local grants - - - - _
Delinquent property taxes - - - - -

Total deferred inflows of resources - - - - -

Fund balance:
Non-spendable:
Inventories - - - - _
Restricted for:
Special revenue funds - - - - _
Capital projects funds - - - - _
Debt service - - - B, _
Total fund balance - - - - -

Total liabilities, deferred inflows
of resources, and fund balance $ - $ 61,573 $ - $ - $ -

(cont'd; 5 0f 8)
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS
Combining Balance Sheet

June 30, 2019

Special Revenue Funds

Suicide GRADS Child GRADS
Prevention Care Instruction
Fund #28158 Fund #28189 Fund #28190
Assets
Cash and cash equivalents $ 4,455 $ 117 $ 2,322
Receivables:
Property taxes - - -
Grant - - -
Due from other funds - - -
Food inventory - - -

GRADS Plus
Fund #28203

$ 8,030

Total assets $ 4,455 $ 117 $ 2,322

$ 8,030

Liabilities, deferred inflows and fund balance
Liabilities:
Accounts payable 3 35 3 - 3 -
Due to other funds - - -

Total liabilities 35 - -

Deferred inflows of resources:
Advances of federal, state, and local grants - - -
Delinquent property taxes - - -

Total deferred inflows of resources - - -

Fund balance:
Non-spendable:
Inventories - - _
Restricted for:
Special revenue funds 4,420 117 2,322
Capital projects funds - - -
Debt service - - _

8,030

Total fund balance 4,420 117 2322

8,030

Total liabilities, deferred inflows
of resources, and fund balance $ 4,455 $ 117 $ 2,322

$ 8,030

(cont'd; 6 of 8)
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RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS
Combining Balance Sheet

June 30, 2019
Capital Projects Funds
Total Capital Total
Non-Major State SB-9 Improvements Non-Major
Special Revenue Match SB-9 Capital Projects
Funds Fund #31700 Fund #31701 Funds
Assets
Cash and cash equivalents $ 911,509  § - % 1,146,823  § 1,146,823
Receivables:
Property taxes - - 111,670 111,670
Grant 701,101 47,084 - 47,084
Due from other funds - - 47,084 47,084
Food inventory 11,633 - - -
Total assets $ 1,624243  § 47084  $ 1,305,577 $ 1,352,661
Liabilities, deferred inflows and fund balance
Liabilities:
Accounts payable $ 73,620 $ - $ 2,511 $ 2,511
Due to other funds 516,207 47.084 - 47,084
Total liabilities 589,827 47,084 2,511 49,595
Deferred inflows of resources:
Advances of federal, state, and local grants 32 - - -
Delinquent property taxes - - 91,029 91,029
Total deferred inflows of resources 32 - 91,029 91,029
Fund balance:
Non-spendable:
Inventories 11,633 - - -
Restricted for:
Special revenue funds 1,022,751 - - -
Capital projects funds - - 1,212,037 1,212,037
Debt service - - - -
Total fund balance 1,034,384 - 1,212,037 1,212,037
Total liabilities, deferred inflows
of resources, and fund balance $§ 1,624243  § 47084  $ 1,305,577 $ 1,352,661
(cont'd; 7 of 8)
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STATE OF NEW MEXICO

RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS

Combining Balance Sheet
June 30, 2019

Ed Tech Total Nonmajor
Debt Service Governmental
Fund #43000 Funds
Assets
Cash and cash equivalents $ 1,332 $ 2,059,664
Receivables:
Property taxes 577 112,247
Grant - 748,185
Due from other funds - 47,084
Food inventory - 11,633
Total assets $ 1,909 $ 2,978,813
Liabilities, deferred inflows and fund balance
Liabilities:
Accounts payable $ - $ 76,131
Due to other funds - 563,291
Total liabilities - 639,422
Deferred inflows of resources:
Advances of federal, state, and local grants - 32
Delinquent property taxes 565 91,594
Total deferred inflows of resources 565 91,626
Fund balance:
Non-spendable:
Inventories - 11,633
Restricted for:
Special revenue funds - 1,022,751
Capital projects funds - 1,212,037
Debt service 1,344 1,344
Total fund balance 1,344 2,247,765
Total liabilities, deferred inflows
of resources, and fund balance $ 1,909 $ 2,978,813
(80f8)
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RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS

Combining Statement of Revenues, Expenditures, and

Revenues:

Taxes:
Property

Intergovernmental - federal grants
Intergovernmental - state grants
Contributions - private grants
Charges for services
Investment and interest income
Miscellaneous

Total revenues

Expenditures:
Current:

Instruction

Support services:
Students
Instruction
General Administration
School Administration
Central Services

Operation & Maintenance of Plant

Student transportation
Food services operations
Capital outlay
Total expenditures

Excess (deficiency) of revenues
over expenditures

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

FINANCIAL SECTION
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Changes in Fund Balance
Year Ended June 30, 2019

Special Revenue Funds

Entitlement Preschool

Food Service Athletics Title I IDEA-B IDEA-B
Fund #21000 Fund #22000 Fund #24101 Fund #24106 Fund #24109
s s s s .
1,216,723 - 405,349 455,385 31,119
- 250 - - -
77,935 48,459 - - -
3,184 354 - - -
1,297,842 49,063 405,349 455,385 31,119
- 46,231 46,861 229,164 30,691
- - 298,728 209,283 -
- - 38,673 - -
- - 21,087 16,938 428
1,071,995 - - - -
33,144 - - - -
1,105,139 46,231 405,349 455,385 31,119
192,703 2,832 - - -
416,281 37,634 - - -
608,984 $ 40,466 $ - $ - $ -

(cont'd; 1 of 7)



STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS
Combining Statement of Revenues, Expenditures, and
Changes in Fund Balance
Year Ended June 30, 2019

Special Revenue Funds

Rural & Low-

IDEA-B Eatly Title III English ~ Title II Teacher Income

Intervention  Striving Readers Language Quality Schools
Fund #24112 Fund #24145 Fund #24153 Fund #24154 Fund #24160

Revenues:
Taxes:

Property $ -3 - $ - 8 - $ -
Intergovernmental - federal grants - 162,442 10,094 59,379 27,003

Intergovernmental - state grants - - - - _
Contributions - private grants - - - - _
Charges for services - - - - _
Investment and interest income - - - - _

Miscellaneous - - - - _
Total revenues - 162,442 10,094 59,379 27,003
Expenditures:

Current:

Instruction - 161,379 9,759 33,467 27,003
Support services:
Students - - - 23,647 -
Instruction - 286 - - _
General Administration - 242 335 2,265 -
School Administration - 424 - _ _
Central Services - 111 - - _

Operation & Maintenance of Plant - - - - -

Student transportation - - - - _

Food services operations - - - - _
Capital outlay - - - - _
Total expenditures - 162,442 10,094 59,379 27,003

Excess (deficiency) of revenues
over expenditures - - - - -

Fund balance at beginning of the year - - - - -
Fund balance at end of the year $ - 3 - 3 - 3 - 3 -

(cont'd; 20f7)
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STATE OF NEW MEXICO

RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS

Combining Statement of Revenues, Expenditures, and

Changes in Fund Balance
Year Ended June 30, 2019

Special Revenue Funds

Impact Aid Impact Aid
Title I School Special Indian Title XIX Child & Adult
Improvement Education Education Medicaid Food Program
Fund #24162 Fund #25145 Fund #25147 Fund #25153 Fund #25171
Revenues:
Taxes:

Property $ - $ - $ - $ - $ -
Intergovernmental - federal grants - 84,757 59,174 103,350 106
Intergovernmental - state grants - - - - -
Contributions - private grants - - - - -
Charges for services - - - - -
Investment and interest income - - - - -
Miscellaneous - - - - -

Total revenues - 84,757 59,174 103,350 106
Expenditures:
Current:
Instruction - 23,519 17,640 2,890 -
Support services:
Students - - 42,510 43,678 -
Instruction - - - - -
General Administration - - - - -
School Administration - - - - -
Central Services - - - - -
Operation & Maintenance of Plant - - - - -
Student transportation - - 2,500 - -

Food services operations - - - - -

Capital outlay - - - - -
Total expenditures - 23,519 62,650 46,568 -
Excess (deficiency) of revenues

over expenditures - 61,238 (3,476) 56,782 106
Fund balance at beginning of the year 9 21,890 86,613 130,733 8,020
Fund balance at end of the year $ 9 $ 83,128 $ 83,137 $ 187,515 $ 8,126

(cont'd; 30f7)
FINANCIAL SECTION
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS
Combining Statement of Revenues, Expenditures, and
Changes in Fund Balance
Year Ended June 30, 2019

Special Revenue Funds

Dual Credit
Indian Ed Instructional Libraries GO Excellence in Pre-K
Formula Grant Materials Bond 2012 Teaching Initiative
Fund #25184 Fund #27103 Fund #27107 Fund #27125 Fund #27149
Revenues:
Taxes:
Property $ - $ - $ - $ - $ -
Intergovernmental - federal grants 66,262 - - - -

Intergovernmental - state grants - 8,851 1,843 48,442 272,745
Contributions - private grants - - - - _
Charges for services - - - - _
Investment and interest income - - - - _
Miscellaneous - - - - _

Total revenues 66,262 8,851 1,843 48,442 272,745

Expenditures:
Current:
Instruction 3,107 8,851 - 48,442 219,294
Support services:
Students 55,025 - - - _
Instruction - - 1,843 - _
General Administration - - -
School Administration - - - - 25,978
Central Services - - - - _
Operation & Maintenance of Plant - - - - -
Student transportation - - - - 25,192
Food services operations - - - - _
Capital outlay - - - - _
Total expenditures 58,132 8,851 1,843 48,442 272,745

Excess (deficiency) of revenues
over expenditures 8,130 - - - -

Fund balance at beginning of the year -
Fund balance at end of the year $ 8,130 $ - $ - $ - $ -

(cont'd; 4 of 7)
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STATE OF NEW MEXICO

RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS

Combining Statement of Revenues, Expenditures, and
Changes in Fund Balance
Year Ended June 30, 2019

Special Revenue Funds

Breakfast for
Elementaty
Students

Fund #27155

Kindergarten
3-Plus
Fund #27166

College
Counselor
Initiative
Fund #27189

Suicide GRADS Child
Prevention Care
Fund #28158 Fund #28189

Revenues:

Taxes:
Property

Intergovernmental - federal grants
Intergovernmental - state grants
Contributions - private grants
Charges for services
Investment and interest income
Miscellaneous

Total revenues

Expenditures:
Current:

Instruction

Support services:
Students
Instruction
General Administration
School Administration
Central Services

Operation & Maintenance of Plant

Student transportation
Food services operations
Capital outlay
Total expenditures

Excess (deficiency) of revenues
over expenditures

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

FINANCIAL SECTION
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STATE OF NEW MEXICO

RUIDOSO MUNICIPAL SCHOOL DISTRICT NO.

NON-MAJOR GOVERNMENTAL FUNDS

Combining Statement of Revenues, Expenditures, and

Changes in Fund Balance
Year Ended June 30, 2019

Special Revenue Funds

Capital Projectrs Funds

Capital
GRADS Total Nonmajor State SB-9 Improvements
Instruction GRADS Plus  Special Revenue Match SB-9
Fund #28190 Fund #28203 Funds Fund #31700 Fund #31701
Revenues:
Taxes:

Property $ - $ - $ - $ - $ 1,416,032
Intergovernmental - federal grants - - 2,681,143 - -
Intergovernmental - state grants - - 451,021 47,084 -
Contributions - private grants - - 250 - -
Charges for services - - 126,394 - -
Investment and interest income - - 3,538 - 3,229
Miscellaneous - - 125 - -

Total revenues - - 3,262,471 47,084 1,419,261
Expenditures:
Current:
Instruction - - 985,518 - -
Support services:
Students - - 676,127 - -
Instruction - - 40,802 - -
General Administration - - 43,576 - 14,169
School Administration - - 34,160 - -
Central Services - - 111 - -
Operation & Maintenance of Plant - - - 1,763 104,785
Student transportation - - 45,308 - -

Food services operations - - 1,086,752 - -

Capital outlay - - 33,144 45321 1,239,703
Total expenditures - - 2,945,498 47,084 1,358,657
Excess (deficiency) of revenues

over expenditures - - 316,973 - 60,604
Fund balance at beginning of the year 2,322 8,030 717411 - 1,151,433
Fund balance at end of the year $ 2,322 $ 8,030 § 1,034,384 $ - % 1212037

(cont'd; 6 of 7)
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STATE OF NEW MEXICO

RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

NON-MAJOR GOVERNMENTAL FUNDS

Combining Statement of Revenues, Expenditures, and

Changes in Fund Balance
Year Ended June 30, 2019

Revenues:

Taxes:
Property

Intergovernmental - federal grants
Intergovernmental - state grants
Contributions - private grants
Charges for services
Investment and interest income
Miscellaneous

Total revenues

Expenditures:
Current:
Instruction
Support services:
Students
Instruction
General Administration
School Administration
Central Services
Operation & Maintenance of Plant
Student transportation
Food services operations
Capital outlay
Total expenditures

Excess (deficiency) of revenues
over expenditures

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

FINANCIAL SECTION
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Total

Total Nonmajor Ed Tech Nonmajor

Capital Projects ~ Debt Service ~ Governmental
Funds Fund #43000 Funds

$ 1,416,032  § 72§ 1,416,104
- - 2,681,143
47,084 - 498,105
- - 250
- - 126,394
3,229 - 6,767
- - 125
1,466,345 72 4,728,888
- - 985,518
- - 676,127
- - 40,802
14,169 1 57,746
- - 34,160
- - 111
106,548 - 106,548
- - 45,308
- - 1,086,752
1,285,024 - 1,318,168
1,405,741 1 4,351,240
60,604 71 377,648
1,151,433 1,273 1,870,117
$ 1,212,037  $ 1,344  § 2247765
(70f7)



STATE REQUIRED DISCLOSURES
(OTHER SUPPLEMENTAL INFORMATION)

Supplemental schedules required by the State of
New Mexico to provide additional analysis.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

FIDUCIARY FUNDS
Schedule of Changes in Assets and Liabilities - All Agency Funds
Year Ended June 30, 2019
Balance Transfers Balance

ASSETS June 30, 2018 Receipts Disbursements In / (Out) June 30, 2019
Cash and cash equivalents:

Nob Hill Elementary $ 7,675 $ - $ - $ (7,675) $ -

Sierra Vista Elementary 19,365 11,605 14,723 - 16,247

White Mountain Elementary 27,000 42,301 45,132 7,675 31,844

Middle School 33,035 66,946 51,918 - 48,063

High School 139,431 76,510 74,682 - 141,259
Due from District funds $ 226,506 $ 197,362 $ 186,455 $ - $ 237,413
LIABILITIES

Deposits held for others $ 226,506 $ 197,362 $ 186,455 $ - $ 237413

FINANCIAL SECTION
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

SCHEDULE OF PLEDGED COLLATERAL

June 30, 2019

BBVA Compass
Cash on deposit at June 30, 2019:

Checking and savings $ 16,702,422

Less: FDIC coverage (250,000)

Uninsured funds $ 16,452,422
Amount requiring pledged collateral:

50% collateral requirement $ 8,226,211

Pledged collateral 18,500,000
Excess (deficiency) of pledged collateral $ 10,273,789

Pledged collateral of financial institutions consists of the following at June 30, 2019

BBVA Compass: Maturity LOCH Market Value
FHLB LOC 12/1/2018 134337 $ 7,000,000
FHLB LOC 1/11/2019 136246 6,000,000
FHLB LOC 1/23/2019 137830 5,500,000

$ 18,500,000

The above letters of credit are held at Federal Home Loan Bank, Atlanta, GA.

FINANCIAL SECTION
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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 and
Report on Internal Control Over Compliance
Required By Uniform Guidance

§

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

Financial Statement Findings
Federal Award Findings

S
Summary Schedule of Prior Year Audit Findings

§

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

§

Required Disclosure

83 |Page



THIS PAGE INTENTIONALLY LEFT BLANK

84 |Page



QACCOUNTING FINANCIAL
¢ SOLUTIONS

cpa@afsolutions-cpa.com

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

Brian S. Colén, Esq., State Auditor and
The Board of Education and Audit Committee of
Ruidoso Municipal School District No. 3

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 Govermment 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
comparison of the general fund of the Ruidoso Municipal School District No. 3 as of and for the year ended June 30, 2019, and the
related notes to the financial statements, which collectively comprise Ruidoso Municipal School District No. 3’s basic financial
statements, and the combining and individual funds of Ruidoso Municipal School District No. 3, presented as supplemental
information, and have issued our report thereon dated October 18, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit, of the financial statements, we consideted Ruidoso Municipal School District No. 3’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 Ruidoso Municipal School Disttict No. 3’s internal control. Accordingly, we do not express an opinion on the
effectiveness of Ruidoso Municipal School Disttict No. 3’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 waterial 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 Ruidoso Municipal School District No. 3’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
material 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 wete 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, matetial weaknesses may
exist that have not been identified.

Compliance and other matters

As part of obtaining reasonable assurance about whether Ruidoso Municipal School District No. 3’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 a certain other matter that is required to be teported pursuant to Government Auditing
Standards and pursuant to Section 12-6-5, NMSA 1978, which is described in the accompanying schedule of findings and questioned
costs as finding 2019-001.
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Brian S. Colén, Esq., State Auditor and
The Board of Education and Audit Committee of
Ruidoso Municipal School District No. 3

Ruidoso Municipal School District No. 3’s Response to Findings

Ruidoso Municipal School District No. 3’s responses to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. Ruidoso Municipal School District No. 3’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 Ruidoso Municipal School District No. 3’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.

‘T“;iéingr(m, New &exi?t)’ | ' Wd

October 18, 2019
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REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM AND
REPORT ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY UNIFORM GUIDANCE

INDEPENDENT AUDITOR’S REPORT
Brian S. Colén, Esq., State Auditor and

The Board of Education and Audit Committee of
Ruidoso Municipal School District No. 3

Report on Compliance for Each Major Federal Program

We have audited Ruidoso Municipal School District No. 3’s compliance with the types of compliance requitements described in the
OMB Compliance Supplement that could have a direct and material effect on each of Ruidoso Municipal School District No. 3’s major
federal programs for the year ended June 30, 2019. Ruidoso Municipal School District No. 3’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 Ruidoso Municipal School District No. 3’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 the audit requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Unéform Administrative Requirements, Cost Principles, and Audit Reguirements for Federal
Awards (Uniform Guidance) Those standards and the Uniform Guidance 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 Ruidoso
Municipal School District No. 3’s compliance with those requirements and petforming 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 Ruidoso Municipal School District No. 3’s compliance.

Opinion on Each Major Federal Program

In our opinion, Ruidoso Municipal School District No. 3 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,
2019.
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Brian S. Colén, Esq., State Auditor and
The Board of Education and Audit Committee of
Ruidoso Municipal School District No. 3

Report on Internal Control Over Compliance

Management of Ruidoso Municipal School District No. 3 is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and petforming our audit of compliance,
we considered Ruidoso Municipal School District No. 3’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 Uniform Guidance, 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 Ruidoso
Municipal School District No. 3’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 desctibed 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. We did not identify any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal control over
compliance and the results of that testing based on the requirements of Uniform Guidance. Accordingly, this report is not suitable
for any other purpose.

AFiéni’ngton, New Q/@\tc%'d /A ' 0%‘4%@
October 18, 2019
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2019

Pass-Through

Federal Entity
Federal Grantor/Pass - Through CFDA Identifying Passed To Cluster Federal
Grantor/Program or Cluster Title Number Number Subrecipients Programs Expenditures
U.S. Department of Agriculture:
Direct Program:
Forest Reserve 10.665 11000 $ - $ 92,090
Pass-Through Program From:
New Mexico Department of Education:
Child Nutrition Cluster:
USDA National School Lunch Program 10.555 21000 - 9 697,245
USDA School Breakfast Program 10.553 21000 - 331,855
Total Child Nutrition Cluster 1,029,100
Pass-Through Program From:
New Mexico Human Service Department:
USDA Commodities Program 10.565 21000 - 76,039
Subtotal Pass-Through Programs 1,105,139
Total U.S. Department of Agriculture 1,197,229
U.S. Department of Education:
Direct Programs:
Impact Aid Indian Education 84.041 11000 - 369,261
Impact Aid Special Education 84.041 25145 - 23519
Impact Aid Indian Education 84.041 25147 - 62,650
Indian Ed Formula Grant 84.060 25184 - 58,132
Subtotal Direct Programs 513,562
Pass-Through Programs From:
New Mexico Department of Education:
Special Education IDEA) Cluster:
Entitlement IDEA-B 84.027 24106 - 3 455,385
Preschool IDEA-B 84.173 24109 - 31,119
Total Special Education (IDEA) Cluster 486,504
Title I 84.010 24101 - 405,349
Title I - 1003g 84.377 24124 - 1,218,694
Striving Readers 84.371C 24145 - 162,442
Title IIT English Language 84.365 24153 - 10,094
Title II Teacher Quality 84.367 24154 - 59,379
Rural & Low-Income Schools 84.358 24160 - 27,003
Subtotal Pass-Throngh Programs 2,369,465
Total U.S. Department of Education 2,883,027
Total Expenditures of Federal Awards $ - $ 4,080,256

See the accompanying notes to the Schedule of Expenditures of Federal Awards.
COMPLIANCE SECTION
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2.

Scope of audit pursuant to OMB Uniform Grant Guidance

All federal grant operations of Ruidoso Municipal School District No. 3 (the “District”) are included in the scope of the Office of
Management and Budget (“OMB”) Uniform Grant Guidance audit (the “Single Audit”). The Single Audit was performed in accordance
with the provisions of the OMB Circular Compliance Supplement (Revised July 2019 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 year 2019 cash and non-cash expenditures to ensure coverage of at least
20% (LOW risk auditee) of federally granted funds. Actual coverage is approximately 51% of total cash and non-cash federal award program
expenditures. Total cash expenditures were in the amount of $4,004,217 and all non-cash expenditures amounted to $76,039.

MAJOR FEDERAL PROGRAM CEFDA EXPENDITURE

Cash Assistance:
Title 84.010 $ 405,349
Title I - 1003g 84.010 1,218,694
Spedal Eduation (IDEA) Cluster 84.027 & 84.173 486,504

Total $ 2,110,547

The District did not have any federal programs considered Type A programs for the year ended June 30, 2019.

The U.S. Department of Education is the District’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 District under
programs of the federal government for the year ended June 30, 2019. The information in this schedule is presented in accordance with the
requirements of the Office of Management and Budget (OMB) Uniform Grant Guidance. Because the Schedule presents only a selected
portion of the operations of the District, it is not intended to and does not present the financial position and changes in net position of the
District. All federal programs considered active during the year ended June 30, 2019, 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 District 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 District. 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.

NOTES THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS COMPLIANCE SECTION
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3. Reconciliation of Federal Awards to Expenditure of Federal Awards

The differences between the federal awards received (Intergovernmental sources — federal) during the year ended June 30, 2019 and the
federal awards expended during the year are as follows:

BALANCE
Federal Sources $ 4,442,233
Indireat costs from federal programs (81,046)
Unexpended federal sources from current year (294,113)
Prior year federal souraes expended 116,532
Revenues received as vendor (103,350)
Total Expenditures of Federal Awards $ 4,080,256

4. Indirect Costs

The District has not elected the 10% de minimis indirect cost during the year ended June 30, 2019.

COMPLIANCE SECTION NOTES THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
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I. 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?

Significant deficiency(ies) identified?

<]« <

Noncompliance material to financial statements noted?

FEDERAL AWARDS:
Internal control over major programs:
Material weakness(es) identified?

Significant deficiency(ies) identified?

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 200.516 of the Uniform Guidance? v -

The programs treated as major programs include:

Name of Federal Program or Cluster CFDA Number
Title I — 1003g 84.377
Title I 84.010
Special Education (IDEA) Cluster 84.027 & 84.173

The threshold for distinguishing types A and B programs: $750,000

Auditee qualified as low-risk auditee? v

NEW MEXICO STATE REQUIREMENTS:
Internal control over state requirements:
Other noncompliance? v 1

Finding that does not rise to the level of significant deficiency? v -

SCHEDULE OF FINDINGS AND QUESTIONED COSTS COMPLIANCE SECTION
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II. AUDIT FINDINGS - FINANCIAL STATEMENT'S

There were no findings required to be reported.

ITII. AUDIT FINDINGS — MAJOR FEDERAL AWARD PROGRAMS AUDIT

There were no findings required to be reported.

IV. AUDIT FINDINGS - SECTION 12-6-5 NMSA 1978

2019 - 001 LATE DEPOSIT OF RECEIPTS (Original No. 2018-002)
(Repeat of prior year finding; updated and revised)
Other Noncompliance

Condition: During the review of cash receipts two of the thirty tested were not deposited into the bank within one banking day
from the time of receipt. The two deposits totaled $1,443.
Status from prior year: The current year, with two occurrences, had improvements over the previous yeat’s seven occurrences.
Criteria: NMAC 6.20.2.14(c) states that money received and receipted shall be deposited in the bank within 24 hours or one banking
day.

Effect of condition: The District is in violation of NMAC 6.20.2.14(c). Cash retained by management for extended periods of time
are susceptible to misuse or fraud.

Cause: Deposits at times were taking more than 24 hours to be deposited in the bank.

Recommendation: on an annual basis, staff members that have responsibilities of collecting and depositing cash receipts should be
informed of the legal requirements of depositing cash within one banking day, as well as the District’s policies regarding cash
collections.

Management’s response:  The District will continue to provide memoranda throughout the year outlining receipting and deposit
policies, NMAC 6.20.2.14(c), to certain staff in order to continue improvement and address deficiencies. Business office
staff will also provide additional training regarding NMAC 6.20.2.14(c), during fiscal year 2020.

Responsible party(ies) for corrective action(s): Site Based Principals, Business Manager and Business Office Staff

Corrective action(s) timeline: June 30, 2020

COMPLIANCE SECTION SCHEDULE OF FINDINGS AND QUESTIONED COSTS
9 |Page JUNE 30, 2019



STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3

I. PRIOR YEAR FINDINGS - NOT RESOLVED
2018 - 001 LATE DEPOSIT OF RECEIPTS
Current Status: Not resolved. Repeated in the current year.
II. PRIOR YEAR FINDINGS - RESOLVED

2018 -002 CONTROLS OF CAPITAL ASSETS
Current Status: Resolved. Not repeated in the current year.

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS COMPLIANCE SECTION
JUNE 30, 2019 95 | Page
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The independent public accountants assisted in the preparation of the financial statements. The accompanying financial statements are the

responsibility of the District and are based on information from the District’s financial records.

An exit conference was held October 22, 2019 and was attended by the following individuals:

RUIDOSO MUNICIPAIL SCHOOIL DISTRICT NO. 3

Luther Light Member, Board of Education / Audit Committee
Marc Beatty Member, Audit Committee

Dr. Geotrge Bickert Superintendent; Member, Audit Committee
Clinton Taylor Director of Finance; Member, Audit Committee

ACCOUNTING & FINANCIAL SOLUTIONS, 1.I.C

Terry Ogle, CPA Partner

COMPLIANCE SECTION
9% |Page
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The Book-Entry-Only System

This section describes how ownership of the Bonds isto be transferred and how the principal of, premium, if any, and
interest on the Bonds are to be paid to and credited by The Depository Trust Company, New York, New York (“DTC")
while the Bonds are registered in its nominee name. The information in this section concerning DTC and the
Book-Entry-Only System has been provided by DTC for use in disclosure documents such as this Official Statement.
The District, the Financial Advisor and the Underwriters believe the source of such information to be reliable, but take
no responsibility for the accuracy or completeness thereof.

The Districtand the Underwriters cannot and do not give any assurance that (1) DTC will distribute payments of debt
serviceon the Bonds, or redemption notices or other notices to DTC Participants, (2) DTC Participants or others will
distribute debt service payments paid to DTC or its nominee (as the registered owner of the Bonds), or redemption
notices or other notices to the Beneficial Owners, or that they will do so on a timely basis, or (3) DTC will serve and act
inthe manner describedinthis Official Statement. The current rules applicable to DTC are on file with the United States
Securities and Exchange Commission, and the current procedures of DTC to be followed in dealing with DTC
Participants are on file with DTC.

DTC will act as securites depository for the Bonds. The Bonds will be issued as fully-registered securities registered
in the name of Cede & Co. (DTC's partnership nominee) or such other name as may be requested by an authorized
representaive of DTC. One fully-registered Bond certiicate will be issued for each maturity of the Bonds, each in the
aggregate principal amount of such maturity and will be deposited with DTC.

DTC, the world's largest securites depository, is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” witin the meaning of the New York Uniform Commercial Code, and a
“clearing agency” registered pursuant to the provisions of Section 17A of the Securies Exchange Act of 1934. DTC
holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and
municipal debt issues, and money market instruments (from over 100 countries) that DTC's participants (“Direct
Participants”) deposit with DTC. DTC also facilitates the post-rade setlement among Direct Parfcipants of sales and
other securities transactions in deposited securites, through electronic computerized book-entry transfers and pledges
between Direct Participants” accounts. This eliminates the need for physical movement of securities certificates. Direct
Participants include both U.S. and non-U.S. securiies brokers and dealers, banks, frust companies, clearing
corporations, and certain other organizatons. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC"). DTCC is the holding company for DTC, National Securiies Clearing Corporation and Fixed
Income Clearing Corporation, all of which are registered clearing agencies. DTCCis owned by the users of its regulated
subsidiaries. Accessto the DTC system is also available to others such as both U.S. and non-U.S. securities brokers
and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial relatonship
with a Direct Participant, either directly or indirecty ("Indirect Participants"). DTC has a S&P Global Ratings rating of
AA+. The DTC Rules applicable to its Participants are on fle with the United States Securiies and Exchange
Commission. More information about DTC can be found at www.dicc.com.

Purchases of Bonds under the DTC system must be made by or through Direct Partcipants, which will receive a credit
for the Bonds on DTC's records. The ownership interest of each actual purchaser of each Bond (“Beneficial Owner”)
is in urn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not receive writen
confrmation from DTC of their purchase. Beneficial Owners are, however, expected to receive written confrmatons
providing details of the ftransaction, as well as periodic statements of their holdings, from the Direct or Indirect
Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Bonds are to be accomplished by entries made on the books of Direct and Indirect Partcipants actng on behalf of
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in Bonds,
except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate  subsequent transfers, all Bonds deposited by Direct Partcipants with DTC are registered in the name of
DTC's partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of
DTC. The deposit of Bonds with DTC and their registraion in the name of Cede & Co. or such other DTC nominee do
not efiect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds;
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DTC's records reflect only the identity of the Direct Participants to whose accounts such Bonds are credited, which
may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping
account of their holdings on behalf of their customers. Conveyance of notices and other communications by DTC to
Direct Participants, by Direct Parfcipants to Indirect Participants, and by Direct Participants and Indirect Participants
o Beneficial Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in efiect from tme to tme. Beneficial Owners of Bonds may wish to take certain steps to
augment the transmission to them of notices of significant events with respect to the Bonds, such as redemptions,
tenders, defaults, and proposed amendments to the Bond documents. For example, Beneficial Owners of Bonds may
wish to ascertain that the nominee holding the Bonds for their beneft has agreed to obtain and transmit notices
Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses o the registrar
and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity are being redeemed, DTC’s
practice is to determine by lot the amount of the interest of each Direct Participant in such maturity to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respectto Bonds unless authorized
by a Direct Participant in accordance with DTC's MMI Procedures. Under its usual procedures, DTC mails an Omnibus
Proxy to the District as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting
or voting rights to those Direct Partcipants t whose accounts Bonds are credited on the record date (identfied in a
listng attached to the Omnibus Proxy).

All payments on the Bonds will be made to Cede & Co., or such other nominee as may be requested by an authorized
representatve of DTC. DTC's practice is to credit Direct Participants’ accounts upon DTC'’s receipt of funds and
corresponding detail information from the District or the Paying Agent/Registrar, on payable date in accordance with
their respective holdings shown on DTC's records. Payments by Participants to Beneficial Owners will be governed by
standing instructons and customary practices, as is the case with securiies held for the accounts of customers in
bearer form or registered in “street name,” and will be the responsibility of such Participant and not of DTC, the Paying
Agent/Registrar, or the District, subject to any statutory or regulatory requirements as may be in efiect from ime to
ime. All payments, with respect to the Bonds, to Cede & Co. (or such other nominee as may be requested by an
authorized representaive of DTC) are the responsibility of the District or the Paying Agent/Registrar, disbursement of
such payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect o the Bonds at any time by giving reasonable
notice to the District or the Paying Agent/Registrar. Under such circumstances, in the event that a successor depository
is not obtained, Bond certiicates are required o be printed and delivered.

The District may decide to discontinue use of the system of book-entry-only transfers through DTC (or a successor
Securites depository). In that event, Bond certificates will be printed and delivered to bond holders.

The information in this section concerning DTC and DTC's book-entry system has been obtained from sources that the
District, the Financial Advisor and the Underwriters believe to be reliable, but none of the District, the Financial Advisor
or the Underwriters take any responsibility for the accuracy thereof.

Use of Certain Terms in Other Sections of this Official Statement

In reading this Official Statement it should be understood that while the Bonds are in the Book-Entry-Only System,
references in other sections of this Official Statement to registered owners should be read to include the person for
which the Direct or Indirect Participant acquires an interest in the Bonds, but (i) all rights of ownership must be exercised
through DTC and the Book-Entry-Only System, and (i) except as described above, notices that are to be given to
registered owners under the Bond Order will be given only to DTC.

Effect of Termination of Book-Entry-Only System

In the event that the Book-Entry-Only System is discontnued by DTC or the use of the Book-Entry-Only System is
discontinued by the District, printed Bonds will be issued to the holders and the Bonds will be subject to transfer,
exchange and registration provisions as set forth in the Resolution and summarized under “The Bonds” below in this
Official Statement
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February , 2020

Board of Education
Ruidoso Municipal School District No. 3
Ruidoso, New Mexico

Re:  Ruidoso Municipal School District No. 3, General Obligation
School Bonds, Series 2020 (the “Bonds’)

Ladies and Gentlemen:

We have acted as bond counsel to the Ruidoso Municipal School District
No. 3 (the "District") in connection with the issuance of its $3,000,000 General
Obligation School Building Bonds, Series 2020 (the "Bonds"), dated their date
of issuance, with interest payable on August 1, 2020, and semi-annually
thereafter on each February 1 and August 1, until maturity, and being bonds in
registered form maturing on August 1 in the years 2021 through 2034, inclusive.

We have examined the transcript of proceedings (the "Transcript")
relating to the issuance of the Bonds and the law under authority of which the
Bonds are issued. Based on our examination, we are of the opinion that, under
the law existing on the date of this opinion, subject to the provisions of federal
bankruptcy law and other laws affecting creditors' rights and further subject to
exercise of judicial discretion in accordance with general principles of equity:

1. The Bonds constitute valid and binding general obligations of the
District and are to be paid from the proceeds of the levy of ad valorem taxes on
all taxable property within the District without limitation as to rate or amount.

2. Assuming continuing compliance by the District with the
requirements of the Internal Revenue Code of 1986, as amended (the "Code"),
and with the covenants contained in the Transcript regarding the use,
expenditure and investment of Bond proceeds, interest on the Bonds is
excludable from the gross income of the owners of the Bonds for purposes of
federal income taxation. Interest on the Bonds is not treated as an item of tax
preference for purposes of the alternative minimum tax imposed on individuals
and corporations. Failure of the District to comply with its covenants and with
the requirements of the Code may cause interest on the Bonds to become
includable in gross income for federal income tax purposes retroactive to their
date of issuance.

3. Interest on the Bonds is excludable from net income for purposes
of the tax imposed on individuals, estate and trusts under the New Mexico
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Income Tax Act and for purposes of the tax imposed on corporations under the New
Mexico Corporate Income and Franchise Tax Act.

Other than as described herein, we have not addressed nor are we opining on
the tax consequences to any person of the investment in, or the receipt of interest on,
the Bonds.

The opinions expressed herein represent our legal judgment based upon
existing legislation as of the date of issuance and delivery of the Bonds that we deem
relevant to render such opinions and are not a guarantee of a result, and we express
no opinion as of any date subsequent thereto or with respect to any pending
legislation.

We are passing upon only those matters set forth in this opinion and are not
passing upon the accuracy or completeness of any statement made in connection with
any sale of the Bonds.

Respectfully submitted,
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CONTINUING DISCLOSURE UNDERTAKING

Section 1. Recitals. This Continuing Disclosure Undertaking (the “Undertaking”) is executed and
delivered by the Ruidoso Municipal School District, Lincoln County, New Mexico (the “District”), in connection with
the issuance of the Ruidoso Municipal School District, Lincoln County, New Mexico, General Obligation School
Bonds, Series 2020 (the “Bonds™). The Bonds are being issued pursuant to a Bond Resolution adopted January 14,
2020 and a Bond Award of the District signed by the Superintendent on February 13, 2020 (the “Bond Resolution”).
Pursuant to the Bond Resolution to allow the underwriter of the Bonds to comply with the Rule (defined below), the
District is required to make certain continuing disclosure undertakings for the benefit of owners (including beneficial
owners) of the Bonds (the “Owners™). This Undertaking is intended to satisfy the requirements of the Rule.

Section 2. Definitions.

@ “Annual Financial Information” means the financial information (which will be based on
financial statements prepared in accordance with generally accepted accounting principles, as in effect from time to
time (“GAAP”), for governmental units as prescribed by the Governmental Accounting Standards Board (“GASB”))
and operating data with respect to the District, delivered at least annually pursuant to Sections 3(a) and 3(b) of this
Undertaking, consisting of information of thetype setforth under the captions “NEW MEXICO SCHOOLDISTRICT
ENHANCEMENT PROGRAM,” “TAX BASE,” “THE DISTRICT - Student Enroliment,” “FINANCES OF THE
EDUCATIONAL PROGRAM-State Equalization Guarantee,” “District Budget Process,” “Balance Sheet— General
Fund Only” and “Statement of Revenues, Expenditures & Changes in Fund Balances — General Fund Only” in the
Official Statement. The District will update and provide this information no later than March 31 of each year,
commencing March 31, 2020, for the fiscal year ending on the preceding June 30.

(b) “Audited Financial Statements” means the District’s annual financial statements prepared
in accordance with generally accepted accounting principles, as in effect from time to time (“GAAP”), for
governmental units as prescribed by the Governmental Accounting Standards Board (“GASB™), which financial
statements have been audited as may then be required or permitted by the laws of the State.

(c) “EMMA” means the Municipal Securities Rulemaking Board’s Electronic Municipal
Market Access System located on its website at emma.msrb.org.

d “Event Information” means the information delivered pursuant to Section 3(d).

(e) “MSRB” means the Municipal Securities Rulemaking Board. The current address of the
MSRB is 1900 Duke Street, Suite 600, Alexandria, Virginia 22314, phone (703) 797-6600, fax (703) 797-6708.

® “Official Statement” means the Official Statement dated February 13, 2020, delivered in
connection with the original issue and sale of the Bonds.

(9) “Report Date” means March 31 of each year, beginning in 2020.

(h) “Rule” means Rule 15¢2-12 promulgated by the SEC under the Securities Exchange Act
of 1934, as amended (17 C.F.R. Part 240, § 240.15¢c2-12), as the same may be amended from time to time.

(i) “SEC” means the United States Securities and Exchange Commission.

0] “State” means the State of New Mexico.

Section 3. Provision of Annual Financial Information and Reporting of Event Information.
@ The District, or its designated agent, will provide the Annual Financial Information for the

preceding fiscal year to EMMA on or before each Report Date while the Bonds are outstanding.



(b) If Audited Financial Statements are not provided as a part of the Annual Financial
Information, the District, or its designated agent, will provide unaudited financial statements as part of the Annual
Financial Information. The District will timely provide to EMMA notice of failure to provide Annual Financial
Information or Audited Financial Statements in the event these items are not available by the Report Date.

(©) The District, or its designated agent, may provide Annual Financial Information by specific
reference to other documents, including information reports and official statements relating to other debt issues of the
District, which have been submitted to EMMA or filed with the SEC; provided, however, that if the docurnent so
referenced is a “final official statement” within the meaning of the Rule, such final official statement must ako be
available fromthe MSRB.

d The District, or its designated agent, will provide, to EMMA, notice of any of the following
events with respectto the Bonds in a timely mannernot in excess often (10) business days after the occurrence of the
event:

0) principal and interest payment delinquencies;

(ii) non-payment related defaults, if material;

(iii) unscheduled draws on debt service reserves reflecting financial difficulties;

(iv) unscheduled draws on credit enhancements reflecting financial difficulties;

(v) substitution of credit or liquidity providers, or their failure to perform;

(vi) adversetaxopinions, theissuance by the Internal Revenue Service of proposed or
final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices or
determinations with respect to the taxstatus of the Bonds, or other material events affecting the taxstatus of the Bonds;

(vii) modifications to rights of holders of the Bonds, if material;

(viii)  bond calls, if material, and tender offers;

(iX) defeasances;

) release, substitution or sale of property securing repayment of the Bonds, if
material;

() rating changes;

(i) bankruptcy, insolvency, receivership ora similar event with respectto the District,
which shall occur as described below;

(«ii))  the consummationofa merger, consolidation, oracquisition involving the District
or the sale of all or substantially all of its assets, other than in the ordinary course of business, the entry into of a
definitive agreement to undertake such an action or the termination of a definitive agreement relating to any such
actions, other than pursuant to its terms, if material;

(kv)  appointment of a successor or additional trustee, or the change of name of a
trustee, if material.

(xv) incurrence of a financial obligation of the District, if material, or agreement to
covenants, events of default, remedies, priority rights, or other similar terms of a financial obligation ofthe District,
any of which affect security holders, if material; and



(xvi)  default, event of acceleration, termination event, modification of terms, or other
similar events under the terms of a financial obligation of the District, any of which reflect financial difficulties.
For these purposes, any eventdescribed in (i) in the immediately preceding paragraph is considered to occur when
any ofthe following occur: theappointmentof a receiver, fiscal agent, or similar officer for the District in a proceeding
under the United States Bankruptcy Code or in any other proceeding under state or federal law in which a court or
governmental authority has assumed jurisdiction over substantially all of the assets or business of the District, or if
such jurisdictionhas beenassumed by leavingthe existing governingbody and officials or officers in possession but
subject to the supervisionand orders ofa court or governmental authority, or the entry ofan order confirming a plan
ofreorganization, arrangement, or liquidation by a court or governmental authority having supervision or jurisdiction
over substantially all of the assets or business of the District. For the purposes of the above described event notices
(xv) and (xvi), the term “financial obligation” means a (i) debt obligation, (ii) derivative instrument entered into in
connection with or pledged as security or a source of payment for, an existing or planned debt obligation, or (jii) a
guarantee of (i) or (ii); provided however, that a “financial obligation” shall not include municipal securities as to
which afinal official statement (as definedin the Rule) has been provided to the MSRB consistent with the Rule.

() The District, or its designated agent, will provide, in a timely mannernot in excess often
(10) business days after the occurrence of the event, to EMMA, notice of any: (i) failure of the District to timely
provide the Annual Financial Information as specified in Sections 3(a) and 3(b); (ii) changesin its fiscal year-end; and
(iif) amendment of this Undertaking.

Section 4. Method of Transmission. The District, orits designated agent, will employ such methods
ofelectronic or physical informationtransmissionas are requested or recommended fromtime to time by EMMA, the
MSRB or the SEC.

Section 5. Enforcement. The obligations of the District under this Undertaking are for the benefit of
the Owners. Each Owner is authorized to take actionto seek specific performanceby court order to compel the District
to comply with its obligations under this Undertaking, whichactionwill be the exclusive remedy available to it or any
other Owner. The District's breach of its obligations under this Undertaking will not constitute an event of default
underthe Resolution, and none of the rights and remedies provided by such Resolution will be available to the Owners
with respect to such a breach.

Section 6. Term. The District's obligations under this Undertaking will be in effect from and after the
issuanceanddelivery ofthe Bonds and willextend to the earliest of (i) the date all principal and interest on the Bonds
has been paid or legally defeased pursuant to the terms of the Resolution; (ii) the date on which the District is no
longeran “obligated person” with respectto the Bonds within themeaning ofthe Rule; or (iii) the date on which those
portions of the Rule which require this Undertaking are determined to be invalid or unenforceable by a court of
competent jurisdiction in a non-appealable action, have beenrepealed retroactively or otherwise do not apply to the
Bonds.

Section 7. Amendments. The District may amend this Undertaking fromtime to time, without the
consentofany Owner, uponthe District's receiptof an opinion of independent counsel experienced in federal securities
laws to the effect that such amendment:

@ is made in connection with a change in circumstances that arises froma change in legal
requirements, a change in law or a change in the identity, nature or status of the District;

(b) this Undertaking, as amended, would have complied with the Rule at thetime of the initial
issue and sale of the Bonds, after taking into account any amendments or interpretations of the Rule, as well as any
changes in circumstances; and

(c) the amendment does not materially impair the interests of the Owners.

Any Annual Financial Information containing amended operating dataor financial information will explain,
in narrative form, the reasons for the amendment and the impact of the change in the type of operating data or financial
information being provided. Ifan amendment changes the accounting principles to be followed in preparing financial
statements, the Annual Financial Information and Audited Financial Statements for the year in which the change is



made will presenta comparison between the financial statements or information prepared on the basis of the new
accounting principles and those prepared on the basis of the former accounting principles.

Section 8. Beneficiaries. This Undertaking binds and inures to the sole benefit of the District and the
Owners and creates no rights in any other person or entity.

Section 9. Subject to Appropriation. This Undertaking shall be subjectto annual appropriation by the
District’s Board of Education and shall not be construed as a general obligation of the District.

Section 10. Governing Law. This Undertaking is governed by and is to be construed in accordance
with the law of the State.

Date: February , 2020

BOARD OF EDUCATION
RUIDOSO MUNICIPAL SCHOOL DISTRICT

By:
President
[SEAL]

ATTEST:

Secretary

Y:\dox\client\63257\0122\GENERAL\W3613938.DOCX
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OFFICIAL NOTICE OF BOND SALE

$3,000,000
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3
COUNTY OF LINCOLN, NEW MEXICO
GENERAL OBLIGATION SCHOOL BONDS,
SERIES 2020

PUBLIC NOTICE IS HEREBY GIVEN that the Ruidoso Municipal School District No. 3
(“District”), Lincoln County, New Mexico, will, until the hour of 9:00 a.m., local time on February
13, 2020, or such other date and time as indicated below (the "Rescheduled Bid Date" and
"Rescheduled Deadline,” respectively, and together with the Original Bid Date and the Original
Deadline, the "Bid Date" and "Deadline,” respectively), receive bids at RBC Capital Markets,
LLC, 6301 Uptown Blvd. NE, Suite 110, Albuqguerque, New Mexico, or at such other place to be
designated as provided below, for the purchase of the District’s General Obligation School Bonds,
Series 2020 (the “Series 2020 Bonds”) or (the “Bonds”) in the aggregate principal amount of
$3,000,000 and then publicly examine bids received. Bids may be submitted as a sealed bid or as
an electronic bid using the facilities of PARITY. The Superintendent will not later than 5:30 pm
local time, on February 13, 2020 after receipt and opening of such bids, award the Series 2020
Bonds to the best bidder,

Bidders are required to submit a single bid for the series 2020 Bonds.

DESCRIPTION OF ISSUE: $3,000,000 of the of the Series 2020 Bonds will be issued to
erect, remodel, equip and furnish school buildings, to purchase or improve school grounds, to
provide matching funds for capital outlay projects funded pursuant to the Public School Capital
Outlay Act or any combination of these purposes. The Series 2020 Bonds will be dated the date
of delivery, and will mature in the following amounts:



General Obligation School Bonds, Series 2020

Maturity Dates Principal*
August 1
2021 $ 50,000
2022 200,000
2023 50,000
2024 95,000
2025 135,000
2026 270,000
2027 270,000
2028 270,000
2029 270,000
2030 270,000
2031 270,000
2032 270,000
2033 270,000
2034 310,000

*Subject to Change

The Series 2020 Bonds will be fully registered bonds in the denomination of $5,000 each,
or any integral multiple thereof. Interest will be payable on August 1, 2020 and semiannually
thereafter on February 1 and August 1 of each year.

ADJUSTMENT OF PRINCIPAL AMOUNTS, MODIFICATION OR CLARIFICATION
PRIOR TO BID DEADLINE: The Superintendent may, after consultation with the Board's
financial and bond advisors, in the Superintendent’s sole discretion and prior to the examination
of bids, (i) adjust the aggregate principal amount set forth herein; (ii) adjust individual maturities;
and/or (i) modify or clarify any other term hereof by issuing a notification of the adjusted
amounts, modification or clarification via Thomson Municipal News (*“TM3") and/or Bloomberg
Financial Services no later than 8:30 a.m., prevailing Mountain Time, on the Bid Date.

SALE OF AND ADJUSTMENT OF THE SERIES 2020 BONDS: The District reserves
the right to cancel the receipt of bids on the Series 2020 Bonds and not offer such Series 2020
Bonds for sale by giving notice by the TM3 News Service (or any other news wire service widely
recognized and relied upon by the municipal securities industry, collectively defined as "TM3"),
or by any other available means, of any new date and/or time of receipt of bids on the Bonds, not
later than 8:30 A.M., prevailing Mountain time, on February 13, 2020, the date for submission of
bids on the Bonds established by this Notice of Sale; provided, however, any bids subsequently
received shall be effective with respect to the Series 2020 Bonds. All such notices provided through
TMS3, or by any other available means, shall be considered an amendment to this Notice of Sale.
No additional notice shall be given if the District determines to acceptbids for the Bonds, as set
forth above.

RESCHEDULING OF BID DATE AND DEADLINE: The Superintendent may, after
consultation with the Board's financial and bond advisors, in the Superintendent’s sole discretion
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on notice given at least twenty-four (24) hours prior to the Original Deadline, reschedule the
Original Bid Date and Original Deadline, and may, at that time or a subsequent time on at least
twenty-four (24) hours prior notice, in each case via TM3 and/or Bloomberg Financial Services,
establish a Rescheduled Bid Date and Rescheduled Deadline and a place where electronic bids
will be publicly examined.

ADJUSTMENT OF PRINCIPAL AMOUNT OF THE SERIES 2020 BONDS AFTER
BIDS RECEIVED: The District in consultation with its financial and bond advisors reserves the
right to adjust the principal amount of the Series 2020 Bonds by increasing or decreasing the
principal amount of each maturity and adjusting the aggregate principal amount of the Series 2020
Bonds and the maturity schedule in any amount in the years 2021 through 2034 in $5,000
increments, no later than four (4) hours following receipt of bids to obtain sufficient funds to
prepay and redeem the Bonds; notice of any adjustment will be given promptly to the winning
bidder and any adjustment will be done in a “spread neutral” manner.

In the event the District exercises its right to make adjustments to the aggregate principal
amount of the Series 2020 Bonds and/or the maturity schedule for such series after the deadline
for the submission of bids, the winning bidder must execute and promptly deliver to the District
an acknowledgment of and agreement with such modification and adjusted maturity schedule, and
the Bonds shall be payable in the principal amounts contained therein and shall bear interest at the
respective interest rates submitted by the winning bidder in its bid.

For purposes of the written sealed bids, and bids received through the electronic
bidding process, the time as maintained by PARITY shall constitute the official time.

BIDS DELIVERED TO THE DISTRICT: Sealed bids, plainly marked "Bid for Bonds,"
should be addressed to "Superintendent, the Ruidoso Municipal School District No. 3," and
delivered to the Ruidoso Municipal School District No. 1, c/o RBC Capital Markets, LLC, 6301
Uptown Bivd. NE, Suite 110, Albuquerque, New Mexico 87110 prior to 9:00 a.m., local time, on
February 13, 2020, the date of the bid opening. Such bids must be submitted on the Official Bid
Form, without alteration or interlineation or through the electronic bidding process described
below.

ELECTRONIC BIDDING PROCEDURES: Any prospective bidder that intends to submit
an electronic bid must submit its electronic bid through the facilities of PARITY. Subscription to
i-Deal’s BIDCOMP Competitive Bidding System is required in order to submit an electronic bid.
The Board will neither confirm any subscription nor be responsible for the failure of any
prospective bidder to subscribe.

An electronic bid made through the facilities of PARITY shall be deemed an irrevocable
offer to purchase the Series 2020 Bonds on the terms provided in this Official Notice of Meeting
and Bond Sale (“Notice”), and shall be binding upon the bidder as if made by a signed, sealed bid
delivered to the Board. The Board and the Board’s financial and bond advisors shall not be
responsible for any malfunction or mistake made by or as a result of the use of the facilities of
PARITY, the use of such facilities being the sole risk of the prospective bidder.



If any provisions of this Notice conflict with information provided by PARITY, as the
approved provider of electronic bidding services, this Notice shall control. Further information
about PARITY, including any fee charged, may be obtained from BIDCOMP/PARITY, 1359
Broadway, 2nd Floor, New York, New York 10018, i-Deal Prospectus:(212) 849-5024 or (212)
849-5025; BidComp/Parity: (212) 849-5021.

For information purposes only, bidders are requested to state in their electronic bids the
true interest cost to the Board, as described under "BASIS OF AWARD" below. All electronic
bids shall be deemed to incorporate the provisions of this Notice and the Official Bid Form.

QUALIFIED TAX-EXEMPT OBLIGATIONS: The District intends to designate the
Bonds as "QUALIFIED TAX-EXEMPT OBLIGATIONS" for purposes of Section 265 of the
Internal Revenue Code of 1986, as amended (the "Code™). Section 265 of the Code permits the
designation of governmental bonds such as these Bonds as qualified tax-exempt obligations, based
upon certain representations made herein below (and certain representations by the initial
purchaser of the Bonds):

@) The Bonds are not private activity bonds;

(b) The District does not reasonably expect to issue qualified tax-exempt obligations
in an aggregate principal amount exceeding $10,000,000.00 during calendar year 2020; and

(c) The District has not and will not designate more than $10,000,000.00 in aggregate
principal amount of qualified tax-exempt obligations during calendar year 2020.

REDEMPTION: The Series 2020 Bonds maturing on and after August 1, 2029, may be
redeemed prior to their scheduled maturities on August 1, 2028 or on any date thereafter, in whole
or in part, at the option of the District at par plus accrued interest to the date of redemption, if any.

PAYMENT OF PURCHASE PRICE: The purchaser will be required to make payment of
the balance of the purchase price of the Series 2020 Bonds (after credit for the bidder’s good faith
deposit, without interest to the purchaser) in immediately available funds at a depository
designated by the District on the date of closing.

INTEREST RATE, BID LIMITATIONS: The maximum net effective interest rate
permitted on the Bonds is ten percent (10%), and no interest rate on any maturity of the Bonds
may be greater than ten percent (10%) per annum. It is permissible to bid different or split rates of
interest; provided, however, that: (1) no bid shall specify more than one interest rate for each
maturity; (2) each bid shall specify one interest rate applicable for each common maturity of the
Series 2020 Bonds; (3) each interest rate specified must be stated in a multiple of one-eighth (1/8)
or one-twentieth (1/20) of one percent (1%) per annum; and (4) the maximum interest rate
specified for any maturity may not exceed the minimum interest rate specified for any other
maturity by no more than three percent (3%). A bid of zero percent is not permitted.

The Bonds will not be sold for less than 100% of par.



Bidders are required to submit a bid specifying the lowest rate or rates of interest and
premium, if any, at which such bidder will purchase the Bonds. For informational purposes only,
each bidder is requested to specify the True Interest Cost on the Series 2020 Bonds stated as a
nominal annual percentage rate (see “BASIS OF AWARD” below). Only unconditional bids shall
be considered. Bids should be submitted on the Official Bid Form, which may be obtained from
the District's financial advisor (see "FURTHER INFORMATION" below).

NEW MEXICO CREDIT ENHANCEMENT PROGRAM: The District will qualify the
Series 2020 Bonds for the New Mexico Credit Enhancement Program created under Section 22-
18-13, NMSA 1978 and the District will apply and pay for a Moody's Investor's Service, Inc.,
rating on the Series 2020 Bonds based on the New Mexico Credit Enhancement Program.

BASIS OF AWARD: The Bonds will be awarded to the best bidder, considering the
interest rate or rates specified and the premium offered, if any, and subject to the right of the Board
to reject any and all bids and re-advertise. The best bid will be determined and will be awarded on
the basis of the True Interest Cost of the Bonds (i.e., using a True Interest Cost method) for each
bid received, and an award will be made (if any is made) to the responsible bidder submitting the
bid that results in the lowest actuarial yield on the Bonds. “True Interest Cost” of the Series 2020
Bonds, as used herein, means that yield, which if used to compute the present worth, as of the date
of the Series 2020 Bonds, of all payments of principal and interest to be made on the Series 2020
Bonds, from their date to their respective maturity dates, as specified in the maturity schedule and
without regard to the possible optional prior redemption of the Series 2020 Bonds, using the
interest rates specified in the bid, produces an amount equal to the principal amount of the Series
2020 Bonds plus any premium bid. No adjustment shall be made in such calculation for accrued
interest on the Series 2020 Bonds from their date to the date of delivery thereof. Such calculation
shall be based on a 360-day year consisting of twelve thirty day months and a semiannual
compounding interval. The purchaser must pay accrued interest from the date of the Series 2020
Bonds to the date of delivery. The Series 2020 Bonds will not be sold for less than par plus
accrued interest. The District reserves the right to waive any irregularity or informality in any
bid, except time of filing.

GOOD FAITH DEPOSIT: All bids shall be sealed, except bids received by electronic
transmission, and, a good faith deposit of $60,000, representing 2% of the par amount, (in the form
of cash (to be sent by wire transfer to a bank account designated by the District immediately upon
notice from the financial advisor to the winning bidder and prior to official award of the Series
2020 Bonds by the Superintendent, a financial security bond, cashier's or treasurer's check of or
by certified check drawn on a solvent commercial bank or trust company in the United States of
America and payable to "Ruidoso Municipal School District No. 3"), must accompany any bid. If
a financial security bond is used, it must be from an insurance company that is licensed to issue
such a bond in the State of New Mexico and that has a long term rating by a nationally recognized
rating agency of one of the two highest rating categories for long term obligations. The financial
security bond must identify each bidder whose good faith deposit is guaranteed by such bond. If
the Series 2020 Bonds are awarded to a bidder utilizing a financial security bond, then that
successful bidder is required to submit the amount of the good faith deposit to the District in the
form of a cashier's, treasurer's or certified check as provided in the first sentence of this paragraph
(or wire transfer such amount as instructed by the District or its financial advisor) not later than



2:30 p.m., local time, on the next business day following the opening of the bids for the Series
2020 Bonds. If such good faith deposit is not received by that time, the financial security bond
may be drawn upon by the District to satisfy the good faith deposit requirement. No interest on
such good faith deposit will accrue to the successful bidder. If the financial security bond is drawn
against or the winning bidder wire transfers to the District the amount of the good faith deposit,
such cash deposit will be applied to the purchase price of the Series 2020 Bonds.

The good faith deposit shall be returned for all non-successful bids or if no bid is accepted.
If the successful bidder fails or neglects to complete the purchase of the Series 2020 Bonds within
forty-five (45) days following the acceptance of the bid or within ten (10) days after the Series
2020 Bonds are offered for delivery, whichever is later, the amount of the deposit shall be forfeited
to the District as liquidated damages, and, in that event, the Board may accept the bid of the one
making the next best bid. If all bids are rejected, the Board shall re-advertise the Series 2020 Bonds
for sale in the same manner as herein provided for the original advertisement. If there be two or
more equal bids and such bids are the best bids received, the Board shall determine which bid shall
be accepted.

TIME OF AWARD AND DELIVERY: The Superintendent will take action awarding the
Series 2020 Bonds or rejecting all bids not later than 24 hours after the expiration of the time herein
prescribed for the receipt of the bids. Delivery of the Series 2020 Bonds will be made to the
successful bidder through the facilities of The Depository Trust Company, New York, New York,
within 60 days of the acceptance of the bid. If for any reason delivery cannot be made within 60
days, the successful bidder shall have the right to purchase the Series 2020 Bonds during the
succeeding 30 days upon the same terms, or at the request of the successful bidder, during said
succeeding 30 days, the good faith deposit will be returned, and such bidder shall be relieved of
any further obligation. It is anticipated that the delivery of the Series 2020 Bonds will be on or
about February 27, 2020.

FURTHER INFORMATION: Information concerning the Series 2020 Bonds, information
regarding electronic bidding procedures, bid submission and other matters related to the Series
2020 Bonds, including printed copies of this Notice, the Official Bid Form, and the Preliminary
Official Statement ("Preliminary Official Statement”), may be obtained from the District's
financial advisor, RBC Capital Markets, LLC, 6301 Uptown Blvd. NE, Suite 110, Albuguerque,
New Mexico 87110. This Notice, the Official Bid Form and the Preliminary Official Statement is
available for viewing in electronic format at www.fmhub.com (MuniHub). The District has
prepared the accompanying Preliminary Official Statement for dissemination to potential
purchasers of the Series 2020 Bonds, but will not prepare any other document or version for such
purpose except as described below. In addition, any NASD registered broker-dealers or dealer
banks with The Depository Trust Company clearing arrangements who bid on the Series 2020
Bonds are advised that they may either: (a) print out a copy of the Preliminary Official Statement
on their own printer or (b) at any time prior to the sale date, elect to receive a photocopy of the
Preliminary Official Statement in the mail by requesting it from the District's financial advisor. All
bidders must review the Preliminary Official Statement, and by submitting a bid for the Series
2020 Bonds, eachbidder certifies that such bidder has done so prior to participating in the bidding.


http://www.fmhub.com/

The District will agree in a separate agreement to provide certain periodic information and
notices of material events in accordance with Securities and Exchange Commission Rule 15¢2-12
(“Rule™), as described in the Preliminary Official Statement under "Continuing Disclosure of
Information.” The Preliminary Official Statement is deemed final by the District for purposes of
Rule 15c2-12(b)(1) except for the omission of the following information: the offering price(s),
interest rate(s), selling compensation, aggregate principal amount, principal amount per maturity,
delivery dates, any other terms or provisions required by an insurer of such securities to be
specified in the winning bid, ratings, other terms of the securities depending on such matters, and
the identity of the purchaser. The Board will furnish to the successful bidder or bidders, acting
through a designated senior representative, in accordance with instructions received from such
successful bidder(s) in order to comply with the Rule, within seven (7) business days from the sale
date an aggregate of 20 copies of the final Official Statement, reflecting interest rates and other
terms relating to the initial reoffering of the Series 2020 Bonds. The cost of preparation of the
Official Statement shall be borne by the District except for the cost of any final Official Statement
in excess of the number specified shall be borne by the successful bidder(s).

TRANSCRIPT AND LEGAL OPINIONS: The legality of the Series 2020 Bonds will be
approved by Modrall, Sperling, Roehl, Harris & Sisk, P.A., Attorneys at Law, Albuquerque, New
Mexico, whose opinion approving the legality of the Series 2020 and Bonds will be furnished to
the successful bidder at no cost to the successful bidder. The opinion will state in substance that
the issuance of the Series 2020 Bonds is valid and legally binding upon the District, that all of the
taxable property in the District is subject to the levy of a tax to pay the same without limitation of
rate or amount, and that interest on the Series 2020 Bonds is excludable from gross income for
purposes of federal income tax. The successful bidder (without cost to such bidder) will also be
furnished with a complete transcript of the legal proceedings, including a no-litigation certificate
stating that to the knowledge of the signer or signers thereof, as of the date of the delivery of the
Series 2020 Bonds, no litigation is pending affecting their validity or the levy or collection of such
taxes for their payment.

BOOK-ENTRY ONLY OBLIGATIONS: The Series 2020 Bonds will be issued in book-
entry only form through the facilities of the Depository Trust Company (see Preliminary Official
Statement).

CUSIP NUMBERS: The District’s Financial Advisor shall make timely application in
writing to the CUSIP Service Bureau for and shall obtain CUSIP numbers. CUSIP identification
numbers may be typed or printed on the Bonds, but neither the failure to provide such number on
any Bond nor any error with respect thereto will constitute cause for failure or refusal by the
purchaser thereof to accept delivery of and to pay for the Bonds in accordance with the terms
hereof. All expenses in relation to the CUSIP Service charge for the assignment of said numbers
will be the responsibility of and will be paid for by the District’s Financial Advisor.

BLUE SKY LAWS: The District has not investigated the eligibility of any institution or
person to purchase or participate in the underwriting of the Series 2020 Bonds under any applicable
legal investment, insurance, banking, or other laws.



By submitting a bid, the initial purchaser represents that the sale of the Series 2020 Bonds
in states other than New Mexico will be made only under exemptions from registration, or,
wherever necessary, the initial purchaser will register the Series 2020 Bonds in accordance with
the securities laws of the state in which the Series 2020 Bonds are offered or sold. The District
agreesto cooperate with the initial purchaser, at the initial purchaser's written request and expense,
in registering the Series 2020 Bonds or obtaining an exemption from registration in any state where
such action is necessary but will not consent to service of process in any such jurisdiction.



OFFICIAL BID FORM
(February 13, 2020)

Ruidoso Municipal School District No. 3
c/o RBC Capital Markets, LLC

6301 Uptown Blvd., N.E., Suite 110
Albuquerque, New Mexico 87110

Members of the Board:

Pursuant to your "Official Notice of Bond Sale," dated January 14, 2020, relating
to the District's $3,000,000 General Obligation School Bonds, Series 2020 (the "Bonds")
which by reference is made a part hereof, we submit the following bid:

For your legally issued Bonds as described in the "Official Notice of Bond Sale,”
we will pay you par, plus accrued interest, if any, from the date of the Bonds to the date
of delivery to us, provided the Bonds bear interest per annum as follows (August 1 of
each year as follows):

General Obligation School Bonds, Series 2019

Maturity Dates Principal Interest Yield
August 1 Rate
2021 $ 50,000
2022 200,000
2023 50,000
2024 95,000
2025 135,000
2026 270,000
2027 270,000
2028 270,000
2029 270,000
2030 270,000
2031 270,000
2032 270,000
2033 270,000
2034 310,000
TOTAL $3,000,000

Enclosed herewith is *a financial security bond*, *cash*, * a cashier's or
treasurer's check of *, * a certified check drawn on *, a solvent commercial bank or trust
company in the United States of America, made payable to the order of the Ruidoso
Municipal School District No. 3, in the amount of $60,000, which deposit represents our
good faith deposit and is submitted in accordance with the terms set forth in the "Official
Notice of Bond Sale." We will pay the CUSIP Service Bureau charge, if any, for the
assignment of CUSIP numbers.



The undersigned agrees to complete, execute, and deliver to the District within
two business days from the date hereof a Certificate of Underwriter Regarding Issue
Price or a similar certificate relating to the “issue price™ of the Bonds, in the form
attached hereto, within two business days from the date hereof. Exhibit B attached hereto
is provided as guidance to assist with completion of the Certificate Regarding Issue Price.

We understand and agree that no more than twenty (20) copies of the final
Official Statement, including any amendments or supplements thereto will be supplied to
us at the District’s expense and that any additional copies requested will be subject to a
charge to us. By accepting this bid, you agree to provide such copies of the final Official
Statement and of any amendments or supplements thereto in accordance with the Official
Notice of Bond Sale, and you undertake your other obligations described therein, as
contemplated by Rule 15¢2-12 of the Securities and Exchange Commission.

Respectfully submitted,

By:

Authorized Representative
* (Strike inapplicable words)

For informational purposes only, our calculation of the True Interest Cost is as
follows:

True Interest Cost: (stated as a nominal annual percentage) %

Additionally, for informational purposes only, the following is requested:

Gross Interest Cost: $ Bond Insurance (if any) at Cost of Bidder:
Less Premium Bid: $ Name of Company:
Net Interest Cost: $ Insurance Premium: $

Additional Rating (if any) at Cost of Bidder:

Name of Rating Agency:




ACCEPTANCE CLAUSE

The above bid is hereby in all things accepted by the Ruidoso Municipal School District
No. 3, County of Lincoln, New Mexico, this 13t day of February, 2020.

RUIDOSO MUNICIPAL SCHOOL DISTRICT
NO. 3

Director of Finance



CERTIFICATE REGARDING ISSUE PRICE

EXHIBIT A
[to Bid Form]

The undersigned hereby certifies on behalf of (the “Underwriter”) as
follows with respect to the $3,000,000 Ruidoso Municipal School District No. 3 General
Obligation School Bonds, Series 2020 (the "Bonds").

1. Reasonably Expected Initial Offering Price.

@) As of the Sale Date, the reasonably expected initial offering prices of
the Bonds to the Public by the Underwriter are the prices listed in Schedule A (the
"Expected Offering Prices”). The Expected Offering Prices are the prices for the Maturities
of the Bonds used by the Underwriter in formulating its bid to purchase the Bonds. Attached
as Schedule B is a true and correct copy of the bid provided by the Underwriter to purchase
the Bonds.

(b) The Underwriter was not given the opportunity to review other bids prior
to submitting its bid.

(c) The bid submitted by the Underwriter constituted a firm offer to
purchase the Bonds.

2. Defined Terms.

@) Maturity means Bonds with the same credit and payment terms. Bonds
with different maturity dates, or Bonds with the same maturity date but different stated
interest rates, are treated as separate Maturities.

(b) Public means any person (including an individual, trust, estate,
partnership, association, company, or corporation) other than an Underwriter or a related party
to an Underwriter. The term "related party" for purposes of this certificate generally means
any two or more persons who have greater than 50 percent common ownership, directly or
indirectly.

(c) Sale Date means the first day on which there is a binding contract in
writing for the sale of a Maturity of the Bonds. The Sale Date of the Bonds is February 27,
2020.

(d) Underwriter means (i) any person that agrees pursuant to a written
contract with the Issuer (or with the lead underwriter to form an underwriting syndicate) to
participate in the initial sale of the Bonds to the Public, and (i) any person that agrees
pursuant to a written contract directly or indirectly with a person described in clause (i) of
this paragraph to participate in the initial sale of the Bonds to the Public (including a member
of a selling group or a party to a retail distribution agreement participating in the initial sale of
the Bonds to the Public).



The representations set forth in this certificate are limited to factual matters only. Nothing in
this certificate represents Underwriter’s interpretation of any laws, including specifically
Sections 103 and 148 of the Internal Revenue Code of 1986, as amended, and the Treasury
Regulations thereunder.  The undersigned understands that the foregoing information will be
relied upon by the District with respect to certain of the representations set forth in the Tax
Compliance Certificate and with respect to compliance with the federal income tax rules
affecting the Bonds, and by Modrall, Sperling, Roehl, Harris & Sisk, P.A., as Bond Counsel
in connection with rendering its opinion that the interest on the Bonds is excluded from
gross income for federal income tax purposes, the preparation of the Internal Revenue
Service Form 8038-G, and other federal income tax advice that it may give to the District
from time to time relating to the Bonds.

By:

Name:

Dated:




ISSUE PRICE CERTIFICATE
SCHEDULE A

EXPECTED OFFERING PRICES
(Attached)



ISSUE PRICE CERTIFICATE
SCHEDULE B

COPY OF UNDERWRITER'S BID
(Attached)



EXHIBIT B

ESTABLISHING THE ISSUE PRICE FOR THE BONDS

The District intends to rely on Treasury Regulation section 1.148-1(f)(3)(i) (defining
"competitive sale™ for purposes of establishing the issue price of municipal bonds), which
require, among other things, that the District receives bids from at least three underwriters of
municipal bonds who have established industry reputations for underwriting new issuances of
municipal bonds ("Competitive Sale Requirement”).

In the event that the bidding process does not satisfy the Competitive Sale Requirement,
the fact of which will be communicated by the District's Financial Advisor to the winning bidder
by 2:30 p.m. the day of sale or, in the event such information is not communicated by the
District's Financial Advisor, then promptly upon the request of the winning bidder, bids will not
be subject to cancellation and the winning bidder (i) agrees to promptly report to the District the
first prices at which at least 10% of each maturity of the Bonds (the "First Price Maturity™) have
been sold to the Public on the Sale Date (the "10% Test") and (ii) agrees to hold-the-offering-
price of each maturity of the Bonds that does not satisfy the 10% Test ("Hold-the-Price
Maturity"), as described below.

In order to provide the District with information that enables it to comply with the
establishment of the issue price of the Bonds under the Internal Revenue Code of 1986, as
amended, the winning bidder agrees to complete, execute, and timely deliver to the District or to
the District's Financial Advisor a certification as to the Bonds' “issue price” (“Issue Price
Certificate™) substantially in the form and to the effect accompanying this Notice, within five
business days prior to the Closing Date if the Competitive Sale Requirement is satisfied or within
five business days of the date on which the 10% Test is satisfied with respect to all of the
maturities. In the event the winning bidder will not reoffer any maturity of the Bonds for sale to
the Public (as defined herein) by the Closing Date, the Issue Price Certificate may be modified in
a manner approved by the District. It will be the responsibility of the winning bidder to institute
such syndicate reporting requirements, to make such investigation, or otherwise to ascertain such
facts necessary to enable it to make such certification with reasonable certainty. Any questions
concerning such certification should be directed to Bond Counsel (identified in the Preliminary
Official Statement).

For purposes of this section of this Notice of Sale:

(M "Public" means any person (including an individual, trust, estate, partnership,
association, company, or corporation) other than an Underwriter or a Related Party to the
Underwriter,

(i) "Underwriter" means (A) any person that agrees pursuant to a written contract
with the District (or with the lead Underwriter to form an underwriting syndicate) to participate
in the initial sale of the Bonds to the Public and (B) any person that agrees pursuant to a written
contract directly or indirectly with a person described in clause (A) to participate in the initial
sale of the Bonds to the Public (including a member of a selling group or a party to a retail
distribution agreement participating in the initial sale of the Bonds to the Public),



(i)  "Related Party" means any two or more persons (including an individual, trust,
estate, partnership, association, company, or corporation) that are subject, directly or indirectly,
to (a) at least 50% common ownership of the voting power or the total value of their stock, if
both entities are corporations (including direct ownership by one corporation of another), (b)
more than 50% common ownership of their capital interests or profits interests, if both entities
are partnerships (including direct ownership by one partnership of another), or (c) more than
50% common ownership of the value of the outstanding stock of the corporation or the capital
interests or profit interests of the partnership, as applicable, if one entity is a corporation and the
other entity is a partnership (including direct ownership of the applicable stock or interests by
one entity of the other), and

(iv)  "Sale Date™ means the date that the Bonds are awarded by the Pricing Officer
pursuant to the Bond Resolution to the winning bidder.

All actions to be taken by the District under this Notice to establish the issue price of the
Bonds may be taken on behalf of the District by the District's Financial Advisor, and any notice
or report to be provided to the District may be provided to the District's Financial Advisor.

The District will consider any bid submitted pursuant to this Notice to be a firm offer for
the purchase of the Bonds, as specified in the bid and, if so stated, in the Official Bid Form.

By submitting a bid, each bidder confirms that: (i) any agreement among underwriters,
any selling group agreement and each retail distribution agreement (to which the bidder is a
party) relating to the initial sale of the Bonds to the Public, together with the related pricing
wires, contains or will contain language obligating each Underwriter, each dealer who is a
member of the selling group, and each broker-dealer that is a party to such retail distribution
agreement, as applicable, to report the prices at which it sells to the Public the unsold Bonds of
each maturity allotted to it until it is notified by the winning bidder that either the 10% Test has
been satisfied as to the Bonds of that maturity or all Bonds of that maturity have been sold to the
Public, if and for so long as directed by the winning bidder and as set forth in the related pricing
wires, and (ii) any agreement among underwriters relating to the initial sale of the Bonds to the
Public, together with the related pricing wires, contains or will contain language obligating each
Underwriter that is a party to a retail distribution agreement to be employed in connection with
the initial sale of the Bonds to the Public to require each broker-dealer that is a party to such
retail distribution agreement to report the prices at which it sells to the Public the unsold Bonds
of each maturity allotted to it until it is notified by the winning bidder or such Underwriter that
either the 10% Test has been satisfied as to the Bonds of that maturity or all Bonds of that
maturity have been sold to the Public, if and for so long as directed by the winning bidder or
such Underwriter and as set forth in the related pricing wire.

By submitting a bid, the winning bidder agrees, on behalf of each Underwriter
participating in the purchase of the Bonds, that each Underwriter will neither offer nor sell any
Hold-the-Price Maturity to any person at a price that is higher than the initial offering price to the
Public during the period starting on the Sale Date and ending on the earlier of (1) the close of the
fifth (5th) business day after the Sale Date; or (2) the date on which the Underwriters have sold
at least 10% of that Hold-the-Price Maturity to the Public at a price that is no higher than the
initial offering price to the Public. The winning bidder shall promptly advise the District when
the Underwriters have sold 10% of a Hold-the-Price Maturity to the Public at a price that is no
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higher than the initial offering price to the Public, if that occurs prior to the close of the fifth
(5th) business day after the Sale Date.
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