NOTICE

RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3
$5,800,000 - General Obligation School Building Bonds, Series
2017A

Preliminary Official Statement, subject to completion,
Dated January 3, 2017

The Preliminary Official Statement, dated January 3, 2017 (the “Preliminary Official Statement”) relating to the
above-described bonds (the “Bonds”) of the RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3 (the “Issuer”), has been
posted on the internet as a matter 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 Official Statement has been formatted in Adobe Portable Document Format
(Adobe Acrabat XI). Although this format should replicate the Preliminary Official Statement available from the Issuer, its
appearance may vary for a number of reasons, including electronic communication difficulties or particular user
software or hardware. Using software 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 of any such
jurisdiction.

For purposes of Rule 15c2-12 promulgated by the Securities and Exchange Commission, the Preliminary Official
Statement alone, and no other document or information on the internet, constitutes the “Official Statement” that the
Issuer has deemed “final” as of its date in respect of the Bonds, except for certain pertinent information permitted to be
omitted there from.

No person has been authorized to give any information or to make any representations other than those
contained in the Preliminary Official Statement in connection with the offer and sale of the Bonds, and, if given or made,
such information or representations must not 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 implication 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 Official Statement, you acknowledge
that you have read and understood this Notice.

Preliminary Official Statement dated January 3, 2017




This Preliminary Official Statement and the information contained herein are subject to completion or amendment. These securities may not be sold nor may offers to buy be accepted prior to the time the Official Statement is delivered in final form. Under no circumstances shall this Preliminary

Official Statement constitute an offer to sell or a solicitation of an offer to buy nor shall there be any sale of these securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to the registration or qualification under the securities laws of such jurisdiction.
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Proceeds of the Bonds will be used for the purpose of (i) erecting, remodeling, making additions to and furnishing school buildings and
purchasing or improving school grounds and purchasing computer software and hardware 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 entitled to receive physical delivery of bond certificates so long as DTC or a
successor securities depository acts as the securities depository with respect to the Bonds. Interest on the Bonds is payable on each
February 1 and August 1, commencing February 1, 2018. As long as DTC or its nominee is the registered owner of the Bonds,
reference in this Official Statement to registered owner will mean Cede & Co., and payments of principal of and interest on the Bonds
will be made directly to DTC by the Paying Agent. Disbursements of such payments 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 2017A 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, payable solely out of general (ad valorem) property
taxes which are required to be levied against all taxable 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 excluded 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 excluded from net income for purposes of certain New Mexico taxes 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 15, 2017
Date of delivery

August 1, as shown on below:

General Obligation School Bonds, Series 2017A

Year
2018
2019
2020
2021
2022
2023
2024
2025

Cusip # Cusip #

Principal Interest Rate Yield 781338 Year Principal Interest Rate Yield 781338
$150,000 2026 $640,000
100,000 2027 640,000
240,000 2028 640,000
100,000 2029 640,000
100,000 2030 640,000
400,000 2031 640,000
100,000 2032 660,000

110,000

George K. Baum & Company
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A Few Words About Official Statements

Official statements for municipal securities issues —
like this one — contain the only “official” information
about a particular issue of municipal securities.
This Official Statement is not an offer to sell or
solicitation of an offer to buy Bonds in any
jurisdiction where it is unlawful to make such offer,
solicitation or sale and no unlawful offer, solicitation
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
Underwriter may over-allot or effect transactions
which stabilize and maintain the market price of the
Bonds at a level above that which might otherwise
prevail in the open market. The Underwriter is not
obligated to do this and is free to discontinue it at
any time.

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

The information set forth or included in this Official
Statement has been provided by the District and
from other sources believed by the District to be
reliable.  The information and expressions of
opinion herein are subject to change without notice,
and neither the delivery of this Official Statement
nor any sale hereunder shall create any implication
that there has been no change in the financial
condition or operations of the District described
herein since the date hereof.  This Official
statement contains, in part, estimates and matters
of opinion that are not intended as statements of
fact, and no representation or warranty is made as
to the correctness of such estimates and opinions
or that they will be realized.

Bond Counsel, Modrall, Sperling, Roehl, Harris &
Sis, P.A., Albuquerque, New Mexico was not
requested and did not take part in the preparation
of the Official Statement nor has such firm
undertaken to independently verify any of the
information contained herein. Such firm 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 to be paid to bond
counsel for services rendered in connection with
the issuance of the Bonds is contingent, in part,
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 time, without prior notice. Also, important
information about the District and other relevant
matters may change after the date of this Official
Statement.

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

District
RUIDOSO MUNICIPAL SCHOOL DISTRICT NO. 3
200 Horton Circle
Ruidoso, New Mexico 88345
(575) 257-4051
Attention: Dr. George Bickert

Financial Advisor
RBC Capital Markets, LLC
6301 Uptown Blvd. NE, Suite 110
Albuquerque, NM 87110
Attention : Erik B. Harrigan
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$5,800,000
Ruidoso Municipal School District No. 3
General Obligation School Building Bonds, Series 2017A

INTRODUCTION

This Official Statement is furnished to prospective purchasers of Ruidoso Municipal School District No. 3, New
Mexico, General Obligation School Building Bonds, Series 2017A (the “Bonds” or “Series 2017A Bonds"), issued in
the aggregate principal amount of $5,800,000 by Ruidoso Municipal 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. Additional information concerning the District, the
Bonds, and other aspects of this offering may be obtained either from the District, or RBC Capital Markets, LLC (the
"Financial Advisor") at the address set forth in the section entitled "ADDITIONAL MATTERS."

The following material is qualified in its entirety 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 Official Statement that are not defined herein shall have the meanings given such
terms in Resolution authorizing issuance of the Bonds to be adopted by the Board of Education of the District (the
"Board") on January 10, 2017, (the "Bond Resolution”).

The Financial Advisor

The Issuer has retained RBC Capital Markets, LLC as financial advisor (the "Financial Advisor") in connection with
the preparation, authorization and issuance of the Bonds. The Financial Advisor is not obligated to 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 Official 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 political subdivision of the State organized for the purpose of operating and maintaining an
educational program for the school-age children residing within its boundaries. The District includes the Village of
Ruidoso 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 obligations 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.



Limited Role of Auditors

Except for the audited financial statements of the District for the year ended June 30, 2015, contained in Appendix B,
this Official Statement presents unaudited financial and statistical information from District records and other sources.

Purpose

The Bonds are being offered for the purpose of providing funds (i) for erecting, remodeling, making additions to and
furnishing school buildings, purchasing and improving school grounds, and purchasing computer software 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.

Selected Debt Ratios

2016 Assessed Valuation $676,913,569
2016 Estimated Actual Valuation $2,123,395,983

District General Obligation

Debt Outstanding (Including the Bonds) $40,470,000
District Net General Obligation Debt* $38,867,120
District Net Debt as a Percentage of

Assessed Valuation 5.74%

Estimated Actual Valuation 1.83%
Estimated Direct & Overlapping G/O Debt $47,338,200
Direct & Overlapping Debt as a Percentage of

Assessed Valuation 6.99%

Estimated Actual Valuation 2.23%
Estimated Population 13,600
District Net Debt Per Capita $2,857.88
Direct & Overlapping Debt Per Capita $3,480.75

(1) Actual valuation is computed by adding 2016 exemptions to the 2016 assessed
valuation and multiplying the result by three.

* Excludes amount in debt service fund allocated to principal reduction.



THE BONDS

New Mexico law enables the District to issue the Bonds (Section 6-15-1 through Section 6-15-22, NMSA, 1978). The
New Mexico Attorney General will provide a written 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 Statement. All Bonds are fully registered in denominations of $5,000 or integral multiples thereof in
conformance with the Constitution 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 to its participants 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 office 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 15t day of the calendar month
preceding the interest payment date (the “Regular Record Date”) at the addresses appearing in the registration
books maintained by the Registrar; but any such interest not so timely 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 2017A Bonds maturing on and after August 1, 2027, are subject to prior redemption at the District's option
in one or more units of $5,000 on and after August 1, 2026 in whole or in part at any time in such order of maturities
as the District may determine for the principal amount of each $5,000 unit of principal so redeemed and accrued
interest 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 attorney, at the
office 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 securities
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
Beneficial Owner, of any notice and its content or effect will not affect the validity of sufficiency 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 relating 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 distribute payments with respect to the Bonds received by
DTC or its nominees as the holder or any redemption notices or other notices to the beneficial holders, or that they
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will do so on a timely basis, or that DTC will serve and act in the manner described in this Official Statement. 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, to
pay the debt service on the Bonds and other outstanding debt.

Various New Mexico laws and constitutional provisions apply to the assessment and collection of ad valorem
property taxes. There is no guarantee that there will not be any changes that would have a material effect 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 bankruptcy code and applicable bankruptcy, insolvency,
reorganization, moratorium, or similar laws relating to or affecting the enforcement of creditor's rights generally, now
or hereafter in effect; 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 Constitution; 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 legitimate public
purpose. Bankruptcy proceedings, or the exercise of powers by the federal or State government, if initiated, could
subject the owners of the Note to judicial discretion and interpretation of their rights in bankruptcy or otherwise, and
consequently may entail risks of delay, limitation, or modification of their rights.

NEW MEXICO SCHOOL DISTRICT ENHANCEMENT PROGRAM

The New Mexico legislature amended NMSA 1978 Section 22-18-1 et. seq. in the first session of 2003 by adding Section
22-18-13 which became effective July 1, 2003. Section 22-18-13 was further amended in 2007 and provides that, if the
school district indicates that it will not make the payment by the date on which it is due, the New Mexico Department of
Finance and Administration (“DFA") shall forward the amount in 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 until the amount has been recouped by the DFA and administration,
provided that, if the amount of the undistributed SEG distribution in the current fiscal 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
district's 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 until 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 a review 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 effective date of the legislation and a second rating applying to bonds
issued on or after the March 30, 2007 effective 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 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 distribution 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-Default) to Aa2 from
Aal, and assigned a negative outlook on November 1, 2016, which reflects the State of New Mexico recent rating
downgrade and outlook.

The Moody’s rating for the New Mexico School District Enhancement Program for the District is Aa2.

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
qualified the Bonds under the New Mexico School District Enhancement Program.



DEBT AND OTHER FINANCIAL OBLIGATIONS

Article IX, Section 11 of the New Mexico Constitution 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 erecting, remodeling, making
additions 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 to 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 submitting the proposition to a vote of the
qualified electors of the District, but any such debt is subject to the 6% debt limitation. The issuance of refunding
bonds does not have to be submitted to a vote of the qualified electors of the District.

The most recent assessed valuation of taxable property within the District is $676,913,569 for the tax year 2016, 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 $40,614,814.

After the Bonds are issued, the ratio of total outstanding general obligation (G/O) debt of the District to the 2016
assessed valuation will be no greater than 5.74% as summarized below:

2016 Assessed Valuation $676,913,569
2016 Estimated Actual Valuation $2,123,395,983
Bonded Debt

Current T otal Outstanding (Including the Bonds) $40,470,000 @

Less Debt Senice Fund Balance ) 1,602,880
NET DEBT $38,867,120
Ratio of Estimated Net Debt to 2016 Assessed Valuation: 5.74%
Ratio of Estimated Net Debt to 2016 Estimated Actual Valuation: 1.83%
Per Capita Net Bonded Debt; $2,857.88
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 12/2/2016 was $1,957,197. The amount properly

attributable to principal reduction is 81.15%.



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 District's total general obligation
debt outstanding including the Bonds.

Original Amount Final Principal

Series Issued Maturity Outstanding
2008 $3,000,000 01-Aug-17 $200,000
2011 9,000,000 01-Aug-25 8,000,000
2013 5,000,000 01-Aug-25 3,175,000
2014 9,980,000 01-Aug-22 8,205,000
2015 6,325,000 01-Aug-22 5,590,000
2016 9,500,000 01-Aug-31 9,500,000
2017A 5,800,000 01-Aug-32 5,800,000
$48,605,000 $40,470,000

Debt Service Requirements to Maturity

The District schedules principal and interest payments at the time 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 2017A Bonds ® Total Requirements

Year Principal Interest Total Principal Interest Total Principal Interest Total

2017 $3,085,000 $716,584  $3,801,584 $3,085,000 $716,584  $3,801,584
2018 2,750,000 708,263 3,458,263 $150,000 $338,978 $488,978 2,900,000 1,047,240 3,947,240
2019 3,025,000 662,763 3,687,763 100,000 226,000 326,000 3,125,000 888,763 4,013,763
2020 2,975,000 604,763 3,579,763 240,000 222,000 462,000 3,215,000 826,763 4,041,763
2021 3,150,000 544,575 3,694,575 100,000 212,400 312,400 3,250,000 756,975 4,006,975
2022 3,170,000 474,450 3,644,450 100,000 208,400 308,400 3,270,000 682,850 3,952,850
2023 2,700,000 399,500 3,099,500 400,000 204,400 604,400 3,100,000 603,900 3,703,900
2024 3,000,000 334,250 3,334,250 100,000 188,400 288,400 3,100,000 522,650 3,622,650
2025 2,900,000 256,750 3,156,750 110,000 184,400 294,400 3,010,000 441,150 3,451,150
2026 1,300,000 188,125 1,488,125 640,000 180,000 820,000 1,940,000 368,125 2,308,125
2027 1,300,000 162,125 1,462,125 640,000 154,400 794,400 1,940,000 316,525 2,256,525
2028 1,300,000 132,875 1,432,875 640,000 128,800 768,800 1,940,000 261,675 2,201,675
2029 1,300,000 100,375 1,400,375 640,000 103,200 743,200 1,940,000 203,575 2,143,575
2030 1,300,000 67,875 1,367,875 640,000 77,600 717,600 1,940,000 145,475 2,085,475
2031 1,415,000 35,375 1,450,375 640,000 52,000 692,000 2,055,000 87,375 2,142,375
2032 660,000 26,400 686,400 660,000 26,400 686,400

$34,670,000 $5,388,646 $40,058,646  $5,800,000 2,507,378 $7,620,978 $40,470,000 $7,896,024 $48,366,024
(1) Preliminary, subject to change.



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 addition to outstanding debt of the District, the calculation takes into account debt
attributable to taxing entities which is the responsibility of taxpayers within the boundaries of the District. Revenue
bonds are payable from sources other than property taxes.

2016 G/O Debt Percent
Assessed Value Outstanding Applicable Amount
State of New Mexico @ $61,607,964,708 $326,755,000 1.10% $3,590,200
Lincoln County® 1,236,883,689 - 54.73% -
Village of Ruidoso 515,090,818 2,280,000 100.00% 2,280,000
Village of Ruidoso Downs 48,632,583 998,000 100.00% 998,000
Ruidoso Municipal Schools 676,913,569 40,470,000 100.00% 40,470,000
Total Direct & Overlapping $47,338,200

(1) Tax Year 2016 Preliminary Assessed Value.

(2) The voters authorized Lincoln County to issue up to $25 million in General Obligation Bonds, which are expected to be
issued in their entirety in March 2017.

Ratio of Estimated Direct & Overlapping Debtto 2016 Assessed Valuation: 6.99%
Ratio of Direct & Overlapping Debt to 2016 Estimated Actual Valuation: 2.23%
Per Capita Direct & Overlapping Debt: $3,480.75
Estimated Population: 13,600

Source: Lincoln County Assessor's Office and individual entities.



TAX BASE

Analysis of Assessed Valuation

Assessed valuation of property within the District is calculated as follows: Of the total estimated actual valuation of
all taxable 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 Qil and Gas
Accounting Division. The assessed valuation of the District by property tax component is as follows:

2012 2013 2014 2015 2016
Assessments
Value of Land $145,767,766 $150,260,830 $152,531,248 $154,766,428 $156,198,996
Improvements 462,538,707 477,966,061 494,470,165 508,030,498 519,720,148
Personal Property 9,279,901 9,075,330 8,144,047 7,976,605 7,765,488
Mobile Homes 10,813,760 10,868,275 11,022,087 11,059,697 11,097,473
Livestock 157,146 177,426 197,696 234,667 375,788
Assessor's Total Value $628,557,280 $648,347,922 $666,365,243 $682,067,895 695,157,893
Less Exemptions $22,723,749 $25,961,344 $26,448,201 $30,885,092 $31,299,788
Assessors Net Valuation 605,833,531 622,386,578 639,917,042 651,176,664 663,858,105
Centrally Assessed 15,240,909 14,608,914 14,129,390 14,135,529 13,055,464

Total Assessed Valuation

$621,074,440

$636,995,492

$654,046,432

$665,312,193

$676,913,569

Residential $457,199,118 $448,920,992 $456,019,779 $469,947,609 $483,095,525
Non-Residential 163,875,322 188,074,500 198,026,653 195,364,584 193,818,044
$621,074,440 $636,995,492 $654,046,432 $665,312,193 $676,913,569

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 % of County
2016 $676,913,569 $1,236,883,689 54.73%
2015 665,312,193  1,181,047,142 56.33%
2014 654,046,432 1,168,342,311 55.98%
2013 636,995,492 1,134,606,731 56.14%
2012 621,074,440 1,108,047,567 56.05%
2011 594,492,091 1,062,083,260 55.97%
2010 587,837,057 1,041,959,869 56.42%
2009 575,394,786  1,016,492,614 56.61%
2008 503,925,399 889,684,887 56.64%
2007 471,542,639 825,288,140 57.14%



Major Taxpayers

Below is a three year history of the major taxpayers in the District. In 2016, the ten largest taxpayers in the District
had a combined assessed valuation of $15,674,868 which represents 2.32% of the 2016 assessed valuation.

2016 Assessed %of District

Taxpayer Business Valuation AV.
PNM Electric Utility $3,455,112 0.51%
Zia Natural Gas Co. Utility 2,557,953 0.38%
Valor Telecom Telephone Utility 2,444,893 0.36%
Baja Broadband Utility 1,881,604 0.28%
Pinecliff Village Real Estate 1,104,492 0.16%
Otero Electric Electric Utility 900,951 0.13%
Jayshree Telephone 880,378 0.13%
Camelot Place Real Estate 842,900 0.12%
Crownpoint Condos Real Estate 822,271 0.12%
Ojas, Chokshi, Patel, Gordhan & Saroj Real Estate 784,314 0.12%
Total $15,674,868 2.32%

Source: Lincoln County Assessor's Office
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Tax Rates

Article VIII, Section 2, of the New Mexico Constitution limits the total ad valorem taxes for operational purposes levied
by all overlapping governmental units within a taxing district to $20.00 per $1,000 of assessed value. This limitation
does not apply to levies for public debt and levies for additional 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

2016 2015 2014 2013 2012
State of New Mexico 0.000 0.000 0.000 0.000 0.000
Lincoln County 5.038 5.169 5.169 5.164 4.860
Village of Ruidoso 5.080 5.169 5.165 5.142 4.842
Ruidoso Schools 0.306 0.311 0.311 0.310 0.295
Total 10.424 10.649 10.645 10.616 9.997

Over 20 Mill Limit - Interest, Principal, Judgement, etc.

State of New Mexico 1.360 1.360 1.360 1.360 1.360
Lincoln County 2.750 2.750 2.750 2.750 2.750
Village of Ruidoso 1.500 1.500 1.500 0.000 0.000
Other 4.380 4.409 4.408 4.403 4.250
Ruidoso Schools 7.911 7.945 7.952 7.756 7.818
Total 17.901 17.964 17.970 16.269 16.178
Total Levy

State of New Mexico 1.360 1.360 1.360 1.360 1.360
Lincoln County 7.788 7.919 7.919 7914 7.610
Village of Ruidoso 6.580 6.669 6.665 5.142 4.842
Other 4.380 4.409 4.408 4.403 4.250
Ruidoso Schools 8.217 8.256 8.263 8.066 8.113
Total Residential - Ruidoso 28.325 28.613 28.615 26.885 26.175
Total Non-Residential - Ruidoso 31.202 30.914 30.246 28.977 31.064
Total Residential in

Unincorporated County 22.849 21.944 21.950 21.743 21.333
Total Non-Residential in

Unincorporated County 25.766 24.932 24.405 24526 25.787
Total Residential - Ruidoso Downs 28.924 29.244 29.099 28.731 28.308
Total Non-Residential - Ruidoso Downs 35.049 34.833 34.125 34.034 35.324

Source: State of New Mexico, Department of Finance & Administration
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School Tax Rates

The following table summarizes the historical school tax levies on property within the District since the 2012 tax year
(2012-13 fiscal years). The Two Mill Levy is renewed every six years, most recently on February 2, 2013. Next two
mill levy election is in 2019.

Tax Operational Two Mill Levy G/O Ed Tech Total Debt Total

Year Resid. Non-Resid. Resid. Non-Resid. Bonds Notes Service Resid. Non-Resid.
2012 0.295 0.481 1.960 2.000 5.858 - 5.858 8.113 8.339
2013 0.310 0.430 2.000 2.000 5.756 - 5.756 8.066 8.186
2014 0.311 0.425 2.000 1.977 5.951 - 5.951 8.262 8.353
2015 0.311 0.442 2.000 2.000 5.945 - 5.945 8.256 8.387
2016 0.306 0.447 1.968 2.000 5.943 - 5.943 8.217 8.390

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 entity may set a rate or
impose a tax (excluding oil and gas production ad valorem and oil and gas production equipment ad valorem taxes)
or assessment which will produce revenues which exceed the prior year's tax revenues from residential and non-
residential property multiplied 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 entitled "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

In an 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 residential property values in recent years), an
amendment to the uniformity clause (Article VIII, Section 1) of the New Mexico Constitution was proposed during the
1997 Legislative Session. The amendment was submitted to voters of the State at the general election 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 limitation may be applied to classes of residential property taxpayers based on
occupancy, age or income. Further, the limitations may be authorized statewide or at the option of a local jurisdiction
and may include conditions for applying the limitations.

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

Section 7-36-21.2 NMSA 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 limitations do not apply:

1. To property that is being valued for the first time;
2. To physical improvements made to the property in the preceding year;

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

6. On March 28, 2012, the New Mexico Court of Appeals upheld the constitutionality of a law capping
residential valuation increases until a home changes ownership. The plaintiff appealed the case to the New
Mexico Supreme Court. The Supreme Court affirmed the decision by the Court of Appeals. The New
Mexico Legislature has brought up the issue of the disparity in valuations in the past several years, but has
not enacted any of the bills into law. To the extent that court or legislative action is taken or a further
constitutional 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
statute fixes the valuation of the property to the valuation in the year that the owner turned 65 or became disabled.
The Section 7-36-21.3 limitation does not apply:

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

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

- To a change in valuation resulting from a change in the zoning or permitted 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
to the various political subdivisions to which they are due.

Property taxes are due in two 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 political subdivisions for which each county treasurer collects taxes are presented below:

Net Taxes Current Current/ Current/Delinquent
Tax Fiscal Chargedto  Current Tax  Collections as a Delinquent Tax  Collections as a
Year Year Treasurer  Collections ¥  %of Net Levied Collections @ % of Net Levied
2016 16/17 $29,834,643 $11,429,738 38.31% $11,429,738 38.31%
2015 15/16 29,312,971 27,927,862 95.27% 28,557,362 97.42%
2014 14/15 28,333,405 27,022,070 95.37% 27,976,946 98.74%
2013 13/14 26,886,767 25,605,066 95.23% 26,763,557 99.54%
2012 12/13 25,696,883 24,521,752 95.43% 25,677,903 99.93%

(2) Current collections through June 30 of each year
(2) As of November 31, 2016.

Source: Lincoln County Treasurer's Office

Interest on Delinquent Taxes

Pursuant to Section 7-38-49, NMSA 1978, if property taxes are not paid for any reason within thirty (30) days after
the date they are due, interest on the unpaid taxes shall accrue from the thirtieth (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.
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Penalty for Delinquent Taxes

Pursuant to Section 7-38-50, NMSA 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, fifty percent (50%) of the
property tax due or fifty 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, NMSA 1978, property 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, NMSA 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.

THE DISTRICT

The District is a political 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 228 permanent employees of which 11 are administrators, 116 are teachers and other
professional instructional personnel, 33 are instructional assistants, and 68 are support and administrative staff.

School District Powers

Pursuant to Chapter 27, Section 22-2-1, NMSA 1978 , the District's powers are subject to regulations promulgated by
the Secretary of the New Mexico Public Education 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 ten 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 superintendent’s
salary; 3) review and approve the annual school budget; 4) acquire, release and dispose of property; 5) have the
capacity to sue and be sued; 6) acquire property by eminent domain; 7) issue general obligation bonds of the school
district; 8) provide for the repair of and maintain all school property; 9) subpoena witnesses 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 gift, 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 destruction 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
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caused to be carried on by a private organization. Members serve without compensation for four-year terms of office
in non-partisan elections held every two years on the first Tuesday in February. The current District Board Members
are:

Greg Cory, President Marc Beatty, Member;
term expires March 1, 2017 term expires March 1, 2017
Gina Klinekole, Vice President; Rafael “Rifle” Salas, Member;
term expires March 1, 2019 Appointed in June 2015 to fill
the unexpired term of Kevin Flusche.
Shane Holder, Secretary, term expires March 1, 2017

term expires March 1, 2019

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 Officer 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

Clint Taylor, Director of Finance

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
retirees, and public school employees and retirees 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 District's schools are accredited by the State of New Mexico's Public Education Department. The
accreditation is by school and district.

Student Enrollment

The District's enroliment for the current year and prior four years is as follows:

School Year Enrollment
2012-13 2,098
2013-14 2,062
2014-15 2,042
2015-16 1,962
2016-17 1,996

Souce: New Mexico Public Education Department.

15



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 preparation 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 to 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 activities. There is no assurance that there will not be any
change in, interpretation of, or addition to the applicable laws, provisions, and regulations which would have a
material effect, directly or indirectly, on the affairs of the District.

Sources of Revenue for General Fund

The General Fund is the District's primary operating 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 equalization and transportation funds, state instructional material allocations, 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 District's General Fund are:

Local Revenues - Local revenues are a source of revenue to 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 District's investments, rentals and sale of property. In the fiscal
year 2015, the District received $550,243 from local sources.

Federal Revenues - Another source of annual revenue for the District's 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 2015, the
District has not received federal revenues for its General Fund.

State Revenues - The District's largest source of annual revenue is derived from the State equalization guarantee
payments described below. During fiscal year 2015, the District received $3,891,568 from state sources. Such
payments represented approximately 87.61% actual fiscal year 2015 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 differentials are
based upon nationwide data regarding the relative costs of various school programs, as well as data specific to New
Mexico. The objectives of the formula are (1) to equalize educational opportunity statewide (by crediting certain local
and federal support and then distributing state support in a objective manner) and (2) to retain local autonomy in
actual use of funds by allowing funds to be used in local districts at the discretion of local policy making bodies. The
formula is divided into three basic parts:

1. Educational program units that reflect the different costs of identified programs;

2. Training and experience units that attempt to provide additional funds so that districts may hire and retain better
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 calculation of the distribution is also
based on the local and federal revenues received from July 1 of the previous fiscal year through May 31 of the fiscal
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year for which the State distribution is being computed. In the event that a district receives more SEG funds than its
entitlement, the district must make a refund to the State’s general fund.

Even though the current public school funding formula has been in place for more than two decades, some districts
have indicated a concern about the fact that some districts receive less revenue per pupil compared to others. In
response to these concerns, the Legislature, the Governor, and the State Board of Education 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 disparities 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
2012-2013 3,668.18 13,912,118
2013-2014 3,817.55 13,921,436
2014-2015 4,005.75 14,641,102
2015-2016 4,027.75 14,061,810
2016-2017 4,040.24 13,284,416

Source: New Mexico Public Education Department.

The PED receives Federal mineral-leasing funds from which it makes annual allocations to the school district for
purchasing text books. In 2014-15, the District received $ 798,258 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 2014-15 the District received $5,657,097 for transportation purposes.

District Budget Process

Each year, 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, 2016 of each year, the District Board must hold a public hearing to fix the estimated budget
for the next school year.

- On or before July 1 of each year, PED must approve and certify an approved operating budget for use by
the District board.
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No school board, officer 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 District's request to
PED. An instance 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 District's 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 appropriations lapsing at year end. Total expenditures of any
function category may not exceed categorical appropriations.

To conform to PED's requirements, budgets for all funds of the District are adopted on the cash basis of accounting
except for state instructional material credit. State instructional material funds provide for free textbooks from PED.
As a result, budgets are not prepared in conformity with generally accepted accounting 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 District's General Fund Balance Sheet. The General Fund includes Operational,
Transportation and Instructional Materials. See financial statements for the fiscal year ending June 30, 2015
attached as Appendix B. The complete audit report for the fiscal year ending June 30, 2015 and the last four years
can be downloaded from the State Auditor's website using the following link http://www.saonm.org/audit reports. The
financial statements for fiscal year ended June 30, 2016 have been submitted to the State; the District expects the
State Auditor to complete their audit of the financial statements by February 28 2017, and the District will adopt the
audit soon thereafter and will subsequently post the 2016 Audit to EMMA. District officials anticipate the audit to be
in-line with the unaudited information presented in the POS and do not expect that the audit will contain any
information that would materially adversely affect the District's financial condition.

06/30/12 06/30/13 06/30/14 06/30/15 06/30/2016®

ASSETS:
Cash & Cash equivalants $ 1890369 $ 1516887 $ 1947531 $ 3,160,406 $ 4,970,115
Property Taxes 9,425 6,883 11,168
Due from other agencies 9,701
Due from other funds 361,234 623,614 392,163 590,241 413,729

Other - - 6,568 7,247 -
Total Assets $ 2,270,729 $ 2,147,384 $ 2,346,262 $ 3,757,894 $ 5,395,012
LIABILITIES AND EQUITY:
Accounts payable 47,392 29,381 29,385
Accrued payroll 835,913 755,270 264,556 708,817
Due from other funds 1,200
Deferred revenue 6,438 -
Total Liabilities $ 889,743 $ 784,651 $ 293,941 $ 1,200 $ 708,817
Deferred inflows of resources
Deferred Revenue $ - $ 6,883 $ 6,568 $ 7247 $ 7,557
Fund balances:
Restricted 15,249 51,619 51,099
Unassigned 1,380,986 1,355,850 2,030,504 3,697,828 4,627,539
Total Fund blances $ 1,380,986 $ 1,355,850 $ 2,045,753 $ 3,749,447 $ 4,678,638
Total Liabilities and fund balances $ 2270729 $ 2147384 $ 2346262 $ 3757894 §$ 5,395,012

(1) General Fund includes Operational, Transportation and Instructional Materials.

(2) Unaudited.

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 independent audit report for fiscal 2015 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 District's General Fund Statement of Statement of Revenues, Expenditures &
Changes in Fund Balances. The General Fund includes Operational, Transportation and Instructional Materials.
See financial statements for the fiscal year ending June 30, 2015 attached as Appendix B. The complete audit report
for the fiscal year ending June 30, 2015 and the last four years can be downloaded from the State Auditor's website
using the following link http://www.saonm.org/audit_reports. The financial statements for fiscal year ended June 30,
2016 have been submitted to the State; the District expects the State Auditor to complete their audit of the financial
statements by February 28 2017, and the District will adopt the audit soon thereafter and will subsequently post the
2016 Audit to EMMA. District officials anticipate the audit to be in-line with the unaudited information presented in the
POS and do not expect that the audit will contain any information that would materially adversely affect the District's
financial condition.

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

Year Ending June 30 06/30/12 06/30/13 06/30/14 06/30/15 06/30/2016¥
Revenues:

Property Taxes $209,297 $210,217 $219,692 $223,836 $234,926
Fees and Charges 95,720 68,710 42,063 46,368 51,547
State Sources 15,173,103 14,955,963 14,861,845 15,763,471 15,185,899
Federal Sources 405,349 409,928 623,456 556,495 521,438
Investment Earnings 4,713 4,325 3,045 3,642 11,201
Miscellaneous 207.856 315,603 126,489 86.958 229012
Total Revenues 16,096,038 15,964,746 15,876,590 16,680,770 16,234,023

Expenditures:

Instruction 9,490,418 9,370,241 8,783,496 8,272,718 8,586,966
Support Services - Students 1,770,763 1,478,819 1,359,314 1,233,171 1,050,176
Support Services - Instruction 439,804 330,694 309,858 444,022 434,144
Support Services - General Administraion 537,267 401,819 381,140 397,401 382,169
Support Services - School Administration 877,213 971,324 1,027,697 1,091,311 1,041,812
Central Services 488,047 498,112 526,152 548,615 577,153
Operation & Maintenance of Plant 2,256,798 1,987,776 2,020,478 2,169,624 2,311,102
Other Support Services - 75,000

Community Services 19,850 228 - - -
Pupil Transportation 853,704 875,869 778,552 820,214 921,764
Total 16,733,864 15,989,882 15,186,687 14,977,076 15,305,286
Excess revenues over expenditures (637,826) (25,136) 689,903 1,703,694 928,737
Fund Balance Beginning of Year $2,042,750 $1,380,986 $1,355,850 $2,045,753 $3,749,447
Transfers/Refunds/Adjustments (23,938) - - - 454
Fund Balance at End of Year $1,380,986 $1,355,850 $2,045,753 $3,749,447 $4,678,638

(1) General Fund includes Operational, Transportation and Instructional Materials.
(2) Unaudited.
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 independent audit report for the year ended June 30, 2015 is attached as Appendix B.
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Employees and Retirement Plan

The District employs 68 permanent employees of which 3 are administrators, 31 are teachers and other professional
instructional personnel, 12 are instructional assistants, and 6 are support and administrative staff.

ERA Pension Plan

Substantially all of the District's full-time employees participate in a public employee retirement system authorized
under the Educational Retirement Act (“ERA") (Chapter 22, Article 11 NMSA 1978.) The Educational Retirement
Board is the administrator of the plan, which is a cost-sharing, multiple-employer defined benefit retirement plan. The
plan provides for retirement, disability benefits, and cost-of-living adjustments to plan members and beneficiaries.
ERA issues a separate, publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to ERA, P.O. Box 26129, Santa Fe, New Mexico
87502.

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

Fiscal Year Employer Employee Net Assets Held
Ending June 30  Contributions Contributions in Trust
2011 $308,367,952 $247,407,988 $9,642,229,673
2012 253,845,277 289,852,094 9,606,304,017
2013 299,657,530 248,785,187 10,358,058,861
2014 362,462,537 268,693,991 11,442,171,449
2015 395,129,621 294,560,840 11,642,543,051

Source: New Mexico Educational Retirement Board, Financial Report

Funding Policy
Contributions:

The contribution 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, 2014 employers contributed 13.15% 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, 2015 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 $344,165 for
the year ended June 30, 2015.

Net Pension Liability:

The total ERB pension liability, net pension liability, and sensitivity information were based on an annual actuarial
valuation performed as of June 30, 2013. The total ERB pension liability was rolled forward from the valuation
date to the Plan year ending June 30, 2014, using generally accepted actuarial principles. Therefore, the
employer’s portion was established as of the measurement date June 30, 2014. At June 30, 2015, the District
reported a liability of $5,404,459 for its proportionate share of the net pension liability. The District's proportion of
the net pension liability is based on the employer contributing entity’s percentage of total employer contributions
for the fiscal year ended June 30, 2014. The contribution amounts were defined by Section 22-11 21, NMSA
1978. At June 30, 2014, the District proportion was .09472 percent, which was a decrease of .00373 percent from
its proportion measured as of June 30, 2013.

Post-Employment Benefits

The District contributes to the New Mexico Retiree Health Care Fund, a cost-sharing multiple employer defined
benefit post-employment healthcare plan administered by the New Mexico Retiree Health Care Authority (“RHCA".
The RHCA provides health care insurance and prescription drug benefits to retired employees of participating New
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Mexico 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, NMSA 1978). The RHCA Board is
responsible for establishing and amending benefit 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 retirees are: (1) retirees who make contributions to the fund for at least five years prior to retirement and
whose eligible employer during that period of time made contributions as a participant in the RHCA plan on the
person’s behalf unless that person retires before the employer's RHCA effective date, in which 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 retirement; (2) retirees defined by the Act who retired prior to July 1, 1990; (3) former legislators
who served at least two years; and (4) former governing authority members who served at least four years.

The RHCA issues a publicly available stand-alone financial report that includes financial statements and required
supplementary information for the post-employment health care plan. That report and further information can be
obtained by writing to RHCA, 4308 Carlisle NE, Suite 104, Albuquerque, NM 87107.

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 health care benefits. Each participating retiree pays a
monthly premium according to a service based subsidy rate schedule for the medical plus basic life plan plus an
additional participation fee of five dollars if the eligible participant retired prior to the employer's RHCA effective date
or is a former legislator or former governing authority member. Former legislators and governing authority members
are required to pay 100% of the insurance premiums to cover their claims and the administrative expenses of plan.
The monthly premium rate schedule can be obtained from the RHCA or viewed on their website at
www.nmrhca.state.nm.us.

The employer, employee and retiree contributions are required to be remitted to the RHCA on a monthly basis. The
statutory requirements for the employer and employee contributions can be changed by the New Mexico State
Legislature. Employers that choose to become participating employers after January 1, 1998, are required to make
contributions to the RHCA fund in the amount determined to be appropriate by the board. The Retiree Health Care
Act (Section 10-7C-15 NMSA 1978) is the statutory authority that establishes the required contributions of
participating employers and their employees. For employees that were members of an enhanced retirement plan
(state police and adult correctional officer member coverage plan 1; municipal police member coverage plans 3, 4 or
5; municipal fire member coverage plan 3, 4 or 5; municipal detention officer member coverage plan 1; and members
pursuant to the Judicial Retirement Act) during the fiscal yare ended June 30, 2013, the statute required The Retiree
Health Care Act.

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 yare 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 contribution 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.

The District's contributions to the RHCA for the years ended June 30, 2015, 2014 and 2013 were $49,526, $52,217
and $53,365 respectively, which equal the required contributions for each year.
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TAX EXEMPTION

In the opinion of Modrall, Sperling, Roehl, Harris & Sisk, P.A., Bond Counsel, under existing law and assuming
continuous 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 resulting 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 certifications and
representations made by the District.

The Code prescribes a number of qualifications that must be met and conditions 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 after issuance of
the obligations 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 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 alternative minimum taxable income,
may subject a portion of the interest of the Bonds earned by corporations to the corporate tax imposed on certain
corporations, a branch profits tax imposed on certain foreign corporations doing business in the United States, and a
tax 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 institutions, insurance companies, recipients of Social Security and Railroad Retirement 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.

Internal Revenue Service Audit Program

The Internal Revenue Service (the "Service") has an ongoing program auditing 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 to
pay or reimburse the costs of any Bond, owner with respect to any audit or litigation relating to the Bonds.
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ORIGINAL ISSUE DISCOUNT

The Bonds may be offered at a discount (“original issue discount”) equal generally to the difference between public
offering price and principal amount. For federal income tax purposes, original issue discount on a Bond accrues
periodically over the term of the Bond as interest with the same tax exemption and alternative 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 offered 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’ 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 amortization rules.

LITIGATION

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

At the time of the original delivery of the Bonds, the District will deliver a no-litigation certificate to the effect that no
litigation or administrative action or proceeding is pending or, to the knowledge of the appropriate officials,
threatened, restraining or enjoining, or seeking to restrain or enjoin, the issuance and delivery of the Bonds, the
effectiveness of the Bond Resolution, the levying or collection of taxes to pay the principal of and interest on the
Bonds except as described below or contesting 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 “___ Underlying/___ Enhanced ". An explanation of the significance
of the rating 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 rating will be obtained or will continue for any
given period of time after received or that the rating will be revised downward or withdrawn entirely by the rating
agency, if, in its judgment, circumstances so warrant. Any such downward revision or withdrawal of such rating may
have effect on the market price of the Bonds.

LEGAL MATTERS

The opinion of Modrall, Sperling, Roehl, Harris & Sisk, P.A., Albuquerque, 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 written 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.

UNDERWRITING

George K. Baum & Company has agreed, subject to certain conditions, to purchase the Bonds from the District at a
price equal to the initial offering prices shown on the inside cover page of this Official Statement, at an underwriting
discount. The Underwriter’s obligation to purchase the Bonds is subject to certain conditions precedent, and they will
be obligated to purchase all of the Bonds if any of the Bonds are purchased. The District has no control over the
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price at which the Bonds are subsequently sold, and the initial yields at which the Bonds will be priced and reoffered
will be established by and will be the responsibility of the Underwriter.

The Underwriter has reviewed the information in this official statement pursuant to its responsibilities to investors
under the federal securities laws, but the Underwriter does not guarantee the accuracy or completeness of such
information.

George K. Baum & Company has provided the following information for inclusion in this Official Statement: The
Underwriter and its respective affiliates are full-service financial institutions engaged in various activities, that may
include securities trading, commercial and investment banking, municipal advisory, brokerage, and asset
management. In the ordinary course of business, the Underwriter and its respective affiliates may actively trade debt
and, if applicable, equity securities (or related derivative securities) and provide financial instruments (which may
include bank loans, credit support or interest rate swaps). The Underwriter and its respective affiliates may engage in
transactions for their own accounts involving the securities and instruments made the subject of this securities
offering or other offering of the Issuer. The Underwriter and its respective affiliates may also communicate
independent investment recommendations, market color or trading ideas and publish independent research views in
respect of this securities offering or other offerings of the Issuer. The Underwriter and its respective affiliates may
make a market in credit default swaps with respect to municipal securities in the future.

Certain matters will be passed upon for the Underwriter by the Law Offices of Robert M. Strumor, LLC, Santa Fe,
New Mexico.

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 Securities and Exchange Commission, the District has undertaken
to provide to the Municipal Securities Rulemaking Board's (the “MSRB") Electronic Municipal Market Access
("‘EMMA") system, its audited financial statements and certain financial and operating information. 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 Enrollment,” and “FINANCES OF THE EDUCATIONAL PROGRAM - State Equalization Program, Statement
of Net Assets, Statement of Activities, 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, 2017. A draft of the Continuing Disclosure Undertaking (the
“Undertaking”) is attached hereto as Appendix E.

Any or all of such information may be incorporated by reference from other documents, as permitted by the Rule.
The annual information will include audited financial statements, if the District commissions an audit and it is
completed by the required time. If audited financial statements are not available by the required time, the District will
provide unaudited financial statements and audited financial statements when and if audited financial statements
become available. Any such financial statements will be prepared in accordance with generally accepted accounting
principles and state law requirements, as in effect from time to time. (See Note 1 of the District's audited financial
statements included as Appendix B for a description of the accounting principles currently followed in the preparation
of the District's 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 six months after the end of its new fiscal year. In addition, the District shall provide to EMMA
timely notice of any failure to provide required annual financial information on or before the filing 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.
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Annual Reports

During the past five years, the District was late in filing certain of its Audited Financial Statements on EMMA, and did
not file related Failure to File notices. In one instance, for FYE 06/30/2011, the Audited Financial Statements for the
Issuer were unavailable by the disclosure due date of December 31st. In addition, unaudited financial statements
were unavailable and consequently not filed as required by Rule 15¢2-12. The FY2011 Audited Financial Statements
were subsequently filed on February 28, 2012. The Notice of Failure to provide annual financial information was filed
by the District's Dissemination Agent, Accu-Disclose, LLC on 8/24/2016.

Event Notices

The District shall notify the MSRB, in an electronic format as prescribed by the MSRB, in a timely 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 delinquencies; 2) Non-payment related defaults, if material within the
meaning of the federal securities laws; 3) Unscheduled draws on debt service reserves reflecting financial
difficulties; 4) Unscheduled draws on credit enhancements reflecting financial difficulties; 5) Substitution of credit or
liquidity providers, or their failure to perform; 6) Adverse tax opinions, 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
notices or determinations with respect to the tax-exempt status of the Bonds or the Lease, or other events affecting
the tax-exempt status of the Bonds; 7) Modifications to rights of holders of the Bonds, if material within the meaning
of the federal securities laws; 8) Bond calls, if material within the meaning of the federal securities laws; 9)
Defeasances; 10) Release, substitution, or sale of property securing repayment of the Bonds, if material within the
meaning of the federal securities laws; 11) Rating changes; 12) The consummation of a merger, consolidation, or
acquisition involving the District or the sale of all or substantially all of the assets of the District, other than in the
ordinary course of business, the entry into 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 within the meaning of
the federal securities laws; 13) Bankruptcy, insolvency, receivership or similar event of the District; and 14)
Appointment of a successor or additional trustee or the change of name of a trustee, if material with the meaning of
the federal securities laws.

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

Limitations and Amendments

The District may amend its Undertaking from time to time without consent of the Bondholders, if the District receives
and posts on EMMA an opinion of nationally recognized bond counsel to the effect that such amendment, and giving
effect hereto, will not adversely affect compliance of the Undertaking and the District with the Rule (except that no
opinion of counsel shall be required with respect to a change in the date by which the annual financial and operating
information must be reported resulting from a change in the District’s fiscal year). The Undertaking will terminate
upon the legal defeasance, prior redemption or payment in full of all of the Bonds. In addition, the Undertaking, or
any provision thereof, will be null and void in the event the District delivers to EMMA an opinion of nationally
recognized bond counsel to the effect that those portions of the Rule that require the Undertaking, or any such
provision, are invalid, have been repealed retroactively or otherwise do not apply to the Bonds.

Any failure of the District to provide the annual financial information or any material event notice does not constitute
an Event of Default with respect to the Bonds, and an action seeking to compel performance of the undertaking shall
be the sole remedy in the event the District fails to comply with the Undertaking.

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 offices of
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the District located at the School Administration Office, or at the offices of RBC Capital Markets, LLC, 6301 Uptown
Boulevard, NE, Suite 110, Albuguerque, New Mexico 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 Official 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 Mexico, encompasses approximately 140
square miles and has an estimated population of 13,600. Principal municipalities 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 El Paso, Texas.

The District is located in the Sacramento Mountains which provide year-round recreational opportunities. Fishing is
permitted all twelve 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. Ski Apache, 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 ski area
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 lift 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 Ski Apache). The line, which takes
an hour and a half to ride, reaches speeds of up to 65 miles per hour. Gondola and zip line operations are offered in
the summertime, as well.

Area lodging offers more than 3,000 beds for visiting 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 facilities 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 an intimate setting (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 frequently 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 attraction 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 estimated at 13,200, many non-
residents own second homes in the area which are a part of the District's property tax base. As a result, the District's
assessed valuation per student compares favorably with the larger, more industrialized school districts in New
Mexico and tends to be stable over time.

In 1991, Eastern New Mexico University opened the Ruidoso Off-Campus Instruction Center which was granted
branch college status in 2004. The Branch College provides programs for the first two 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.
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Population

The following chart sets forth historical and current population 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 4,776 19,411 1,826,280
2010 8,029 20,497 2,065,826
2015* 7,739 19,420 2,085,572

2016" 7,278 19,338 2,088,585

*Estimates. Source: U.S. Census Bureau: State and County QuickFacts.
(1) Estimates. Source: The Nielsen Company, June 2016

Age Distribution

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

Age Group Lincoln New United
County Mexico States
0-17 18.7% 24.2% 23.0%
18-24 6.8% 9.9% 9.8%
25-34 9.1% 13.3% 13.35%
35-44 8.6% 11.8% 12.63%
45 -54 12.1% 12.2% 13.33%
55 and Older 44.7% 28.6% 27.9%

Source: The Nielsen Company, June 2016



Effective Buying Income

The following table reflects the percentage of households by Effective Buying Income (“‘EBI") and a five-year
comparison of the estimated median household income as reported by The Nielsen Company. EBI is 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 penalties, and personal contributions for social

security insurance.

Effective Buying
Income Group

Under $25,000
$25,000 - $34,999
$35,000 - $49,999
$50,000 - $74,999
$75,000 and over

2012 Est. Median Household Income
2013 Est. Median Household Income
2014 Est. Median Household Income
2015 Est. Median Household Income
2016 Est. Median Household Income

Source: The Nielsen Company, June 2016.

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 entire year

and do not reflect monthly or seasonal trends.

Year®

Lincoln County

%

Lincoln
County

27.8%
12.6%
21.7%
15.5%
22.4%

$42,696
$42,216
$46,314
$46,324
$41,609

New
Mexico

28.4%
11.6%
14.1%
17.1%
28.8%

$41,958
$43,273
$44,292
$45,633
$45,445

State of New Mexico

%

Labor Force Unemployed | Labor Force Unemployed

2016 @ 8,438
2015 8,613
2014 8,738
2013 8,817
2012 8,946
2011 9,085
2010 9,380
2009 10,885
2008 11,049
2007 10,883

(2) Numbers are annual averages.

6.20%
5.80%
6.10%
6.50%
6.50%
6.80%
7.50%
5.80%
3.50%
3.10%

928,567
919,889
918,206
922,960
928,050
929,862
936,088
940,352
944,548
934,027

(2) Data for the month of October 2016. Numbers are Preliminary.
Source: U.S. Bureau of Labor Statistics, December 2016.
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6.50%
6.60%
6.50%
6.90%
7.10%
7.60%
8.10%
7.50%
4.50%
3.80%

United
States

23.5%
10.2%
13.6%
17.8%
34.9%

$49,581
$49,297
$51,579
$53,706
$55,551

United States

% Unemployed
4.90%
5.30%
6.20%
7.40%
8.10%
8.90%
9.60%
9.30%
5.80%
4.60%



Major Employers
The following table shows major employers with over 200 employees in Lincoln County.

Major Employers - Lincoln County
Mescalero Apache Tribe
Walmart
Ruidoso Municipal Schools
Village of Ruidoso
Lincoln County Medical Center
ENMU - Ruidoso
Ruidoso Downs Race Track
Lincoln County
Village of Ruidoso Downs

State National Bank



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).

2012 2013 2014 2015 2016"
Grand Total 6,420 6,408 6,464 6,427 6,460
Total Private 5,202 5,193 5,315 5,265 5,250
Accommodation and Food Services 1,248 1,232 1,303 1,361 1,364
Administrative and Waste Services 177 164 162 149 153
Agriculture, Forestry, Fishing & Hunting 62 69 68 74 74
Arts, Entertainment, and Recreation 529 528 565 543 579
Construction 287 301 333 338 317
Educational Services 20 20 19 18 15
Finance and Insurance 162 163 153 146 144
Health Care and Social Assistance 628 610 609 632 655
Information 78 81 78 79 85
Management of Companies and Enterprises * * * * *
Manufacturing 65 64 58 47 48
Mining * * * * *
Other Services, Ex. Public Admin 169 183 196 198 196
Professional and Technical Services 228 231 226 148 146
Real Estate and Rental and Leasing 166 159 151 141 143
Retail Trade 1,157 1,197 1,199 1,208 1,157
Transportation and Warehousing 85 57 50 53 51
Utilities 70 71 78 76 77
Wholesale Trade 49 44 46 36 36
Total Government 1,207 1,222 1,179 1,162 1,210

(1) Data as of Second Quarter of 2016

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

Note: Figures shown 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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Independent Auditor’s Report

Mr. Timothy Keller

New Mexico State Auditor
School Board

Ruidoso Municipal Schools

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information, and the budgetary comparisons for the general fund and
major special revenue funds of Ruidoso Municipal Schools (the District), as of and for the year ended
June 30, 2015, and the related notes to the financial statements which collectively comprise the District's
basic financial statements as listed in the table of contents. We also have audited the financial statements
of each of the District’'s non-major governmental funds, fiduciary funds, and the budgetary comparisons
for all non-major funds presented as supplementary information, as defined by the Government
Accounting Standards Board, in the accompanying combining and individual fund financial statements as
of and for the year ended June 30, 2015, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free 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 the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion.

An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

Portales: PO Box 445, 118 E. 2" Street Portales NM, 88130 Phone: 575-356-8564 Fax: 575-356-2453

Clovis: PO Box 1874, 116 E. Grand Avenue Clovis NM, 88101 Phone: 575-762-3811 Fax: 575-762-3866
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the District, as of June 30, 2014, and the respective changes in financial position 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.
In addition, in our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of each nonmajor governmental fund of the District as of June
30, 2014, and the respective changes in financial position and the respective budgetary comparisons for
the major capital projects fund, the debt service fund, and all nonmajor funds for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Management has omitted the management 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
GASB who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. Our opinion on the basic
financial statements is not affected by this missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the District’'s financial statements, the
combining and individual fund financial statements, and the budgetary comparisons. The Schedule of
Expenditures of Federal Awards as required by the U.S. Office of Management and Budget Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations and the other schedules
required by Section 2.2.2 NMAC 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, Schedule of Changes in Assets and Liabilities —
Agency Fund, and the additional schedules listed as “required supplemental information” in the table of
contents 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, except for
the Vendor Schedule on pages 90 & 91 of this report, has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with the auditing standards generally accepted in the United States
of America. In our opinion, the Schedule of Expenditures of Federal Awards, the Schedule of Changes in
Assets and Liabilities — Agency Fund, and the additional schedules listed as “required supplemental
information” are fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

The Schedule of Vendor Information schedule on pages 90 & 91 of this report has not been subjected to

the auditing procedures applied in the audit of the basic financials statements, and accordingly, we do not
express an opinion or provide any assurance on it.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 16,
2015 on our consideration of the Agency’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the District's internal control over
financial reporting and compliance.

Woohed, [ £ L

Portales, New Mexico
November 16, 2015
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

STATEMENT OF NET POSITION

June 30, 2015

Governmental
Activities
Primary
ASSETS Government
Current:
Cash $ 11,936,155
Due from other governments 590,241
Property Taxes Receivable 159,772
Inventory 2,631
Non-current:
Capital assets, Net 56,326,661
Total assets $ 69,015,460
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows from pensions 1,345,438
LIABILITIES
Current:
Accounts Payable $ 1,200
Accrued Payroll -
Accrued Interest Payable 359,401
Compensated Absences 65,977
Debt due within one year 3,035,000
Non-current:
Bond premium (net of amortization of $60,431) 386,497
Net Pension Liability 19,782,901
Debt due in more than one year 28,030,000
Total liabilities 51,660,976
DEFERRED INFLOWS OF RESOURCES
Deferred inflows from pensions 3,130,166
Unearned Revenue 18,062
Total deferred inflows of
resources 3,148,228
NET POSITION
Net Investment in Capital Assets 25,261,661
Restricted for:
Debt Service 3,680,405
Bond Building 2,023,811
Senate Bill Nine 2,664,740
Athletics 50,043
Cafeteria 202,334
Instructional Materials 51,618
Unrestricted (18,382,918)
Total net position $ 15,551,694

The accompanying footnotes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2015

Program Revenues

Net (Expenses)
Revenue & Changes
in Net Position

Operating
Grants Capital Grants Primary
Charges for and and Governmental
Functions/Programs Expenses Services Contributions  Contributions Activities
Primary government:
Governmental Activities:
Instruction $ 9,063505 $ 59,191 $ 1,084,313 $ - 0% (7,920,001)
Support Services
Support Services-Students 2,072,566 - 715,476 - (1,357,090)
Support Services-Instruction 467,541 - 24,874 - (442,667)
Support Services-General Administration 541,263 - 67,305 - (473,958)
Support Services-School Administration 1,109,420 - 46,075 (1,063,345)
Central Services 535,580 - - - (535,580)
Operation & Maintenance of Plant 3,348,524 - 1,682 - (3,346,842)
Student Transportation 860,330 - 860,978 - 648
Community Services - - - - -
Food Services-Operations 1,004,057 106,101 895,154 - (2,802)
Community Services-Operations - - - - -
Other Support Services - - - - -
Bond Interest Paid 799,562 - - - (799,562)
Bond Issuance Cost - - - - -
Depreciation-Unallocated 2,079,837 - - - (2,079,837)
Total governmental activities $ 21,882,185 $ 165292 $ 3,695857 $ - $ (18,021,036)

General Revenues:
Property Taxes:
Levied for General Purposes
Levied for Debt Service
Levied for Capital Projects
State Equalization Guarantee
Federal Sources
State Operating Grants
Indirect Costs
Interest Earnings
Rent
Fees
State Capital Outlay Grants
Miscellaneous

224,515
3,857,834
1,294,410
14,798,695
505,025
155,471
51,470
10,255
75,000
46,368
45,667
11,958
Total general revenues 21,076,668
Change in net position
Net position - beginning
Restatement
Restated Balance
Net position - ending $

3,055,632
34,403,082

(21,907,020)
12,496,062
15,551,694

The accompanying footnotes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

BALANCE SHEET-- GOVERNMENTAL FUNDS

June 30, 2015

FOOD IDEA B
GENERAL SERVICES TITLE | ENTITLEMENT

ASSETS
Cash on Deposit $ 3,160,406 $ 202,334 % -3 -
Due from Other Funds 590,241 - - -
Due from Other Agencies - - 155,101 185,082
Property Tax Receivable 7,247 - - -
Inventory - 2,631

TOTAL ASSETS $ 3,757,894 $ 204,965 $ 155,101 $ 185,082

LIABILITIES AND FUND BALANCE
Accounts Payable $ - % - % -3 -
Accrued Payroll - - - -
Inter Agency Payable 1,200
Due to Other Funds - - 155,101 185,082

TOTAL LIABILITIES 1,200 - 155,101 185,082

DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue 7,247 - - -
Unearned Revenue - - - -

TOTAL DEFERRED INFLOWS OF RESOURCES 7,247 - - -

FUND BALANCE

Nonspendable - 2,631 - -

Restricted:
Tranportation 1 - - -
Instructional Materials 51,618 - - -
Capital projects Funds - - - -
Debt Service - - - -
Cafeteria - 202,334 - -
Athletics - - - -
Special Revenue Funds - - - -

Unassigned 3,697,828 - - -

TOTAL FUND BALANCE 3,749,447 204,965 - -

TOTAL LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCE $ 3,757,894 $ 204,965 $ 155,101 $ 185,082

The accompanying footnotes are an integral part of these financial statements.
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TEACHER OTHER TOTAL
PRINCIPAL SENATE BOND DEBT GOVERNMENTAL  GOVERNMENTAL
TRAINING BILL NINE BUILDING SERVICE FUNDS FUNDS
$ - $2664,740 $2,023811 $ 3,679,574 $ 205,290 $ 11,936,155
- - - - - 590,241
123,193 - - - 126,865 590,241
- 39,113 - 112,332 1,080 159,772
- - - - - 2,631
$ 123,193 $ 2,703,853 $2,023,811 $ 3,791,906 $ 333235 % 13,279,040
$ - $ - $ - $ - 3 - $ -
1,200
123,193 - - - 126,865 590,241
123,193 - - - 126,865 591,441
- 39,113 - 112,332 1,080 159,772
- - - - 18,062 18,062
- 39,113 - 112,332 19,142 177,834
- - - - - 2,631
- - - - - 1
- - - - - 51,618
- 2,664,740 2,023,811 - - 4,688,551
- - - 3,679,574 831 3,680,405
- - - - - 202,334
- - - - 50,043 50,043
- - - - 136,354 136,354
- - - - - 3,697,828
- 2,664,740 2,023,811 3,679,574 187,228 12,509,765
$ 123,193 $ 2,703,853 $2,023,811 $ 3,791,906 $ 333235 % 13,279,040

The accompanying footnotes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

RECONCILIATION OF THE BALANCE SHEET

ALL GOVERNMENTAL FUNDS TO THE

STATEMENT OF NET POSITION

June 30, 2015

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

Fund balances - total governmental funds $ 12,509,765

Capital assets used in governmental activities are not
financial resources and therefore are not reported in the funds 56,326,661

Compensated absences (65,977)

Property taxes receivable not available for current year expenditures and therefore

are deferred in the funds 159,772
Net Pension Liability not reported in the funds (19,782,901)
Deferred inflows of resources related to pensions not reported in the funds 1,345,438
Deferred outflows of resources related to pension not reported in the funds (3,130,166)
Accrued Interest Payable not reported in funds (359,401)

Long-term liabilities, including bonds payable, are not due and
payable in the current period and therefore are not reported in the

funds (31,065,000)
Bond Premium not included in funds (386,497)
Net position of governmental activities $ 15,551,694

The accompanying footnotes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

STATEMENT OF REVENUE, EXPENDITURES AND
CHANGES IN FUND BALANCE-- GOVERNMENTAL FUNDS

Year Ended June 30, 2015

FOOD IDEA B
General SERVICES TITLE | ENTITLEMENT
REVENUE
Federal Programs $ 394,178 $ 889,853 $ 532,054 $ 512,287
State Programs 964,776 - - -
State Equalization 14,798,695 - - -
Interest Earnings 3,642 249 - -
Fees 46,368 106,101 - -
Indirect Cost 51,470 - - -
Rent and Royalties 75,158 - - -
Refunds of Prior Year's Expenditures 11,800 - - -
Forest Reserve 110,847 - - -
Local Property Taxes 223,836 - - -
TOTAL REVENUES 16,680,770 996,203 532,054 512,287
EXPENDITURES
Current
Instruction 8,272,718 - 176,049 218,104
Support Services -
Support Services-Students 1,233,171 - 290,278 275,906
Support Services-Instruction 444,022 - 24,875 -
Support Services-General Administration 397,401 - 40,852 18,277
Support Services-School Administration 1,091,311 - - -
Central Services 548,615 - - -
Operation & Maintenance of Plant 2,169,624 - - -
Student Transportation 820,214 - - -
Other Support Services - - - -
Food Services-Operations - 998,756 - -
Community Services-Operations - - - -
Acquisition & Construction - - - -
Debt Service
Other Bond Services - - - -
Principal - - - -
Interest - - - -
TOTAL EXPENDITURES 14,977,076 998,756 532,054 512,287
EXCESS (DEFICIENCY) OF
REVENUE OVER EXPENDITURES 1,703,694 (2,553) - -
Other Financing Sources (uses)
Refunds to PED - - - -
Transfers In/Out - - - -
Total Other Financial Sources - - - -
Net Change In Fund Balance 1,703,694 (2,553) - -
FUND BALANCE
as of June 30, 2014 2,045,753 207,518 - -
Restatement - - - -
Restated Balance 2,045,753 207,518 - -
FUND BALANCE
as of June 30, 2015 $ 3,749,447 $ 204,965 $ -3 -

The accompanying footnotes are an integral part of these financial statements.
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TEACHER Other
PRINCIPAL SENATE BILL BOND Governmental Total
TRAINING NINE BUILDING DEBT SERVICE Funds Governmental
$ 143,506 - % -0 $ - % 292,087 $ 2,763,965
- 45,667 - - 516,765 1,527,208
- - - - - 14,798,695
- 2,286 2,190 1,837 51 10,255
- - - - 59,035 211,504
- - - - - 51,470
- - - - - 75,158
- - - - 156 11,956
- - - - - 110,847
- 1,288,827 - 3,843,083 322 5,356,068
143,506 1,336,780 2,190 3,844,920 868,416 24,917,126
58,716 - - - 534,234 9,259,821
55,272 - - - 261,026 2,115,653
- - - - 7,738 476,635
5,119 12,888 - 40,116 34,700 549,353
24,399 - - - 21,676 1,137,386
- - - - - 548,615
- - - - 1,682 2,171,306
- - - - 40,763 860,977
- - - - 5,301 1,004,057
- 1,309,606 217,113 - - 1,526,719
- - - 2,825,000 - 2,825,000
B y - 847,149 - 847,149
143,506 1,322,494 217,113 3,712,265 907,120 23,322,671
- 14,286 (214,923) 132,655 (38,704) 1,594,455
- 14,286 (214,923) 132,655 (38,704) 1,594,455
- 2,650,454 2,238,734 3,546,919 229,344 10,918,722
R - - - (3,412) (3,412)
- 2,650,454 2,238,734 3,546,919 225,932 10,915,310
$ - 2,664,740 $ 2,023,811 $ 3,679,574 $ 187,228 $ 12,509,765

The accompanying footnotes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended June 30, 2015

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

Net change in fund balance - total governmental funds $ 1,594,455

Governmental funds report capital outlays as expenditures. However, in the (1,752,568)
statement of activities the cost of those assets is allocated over their estimated

useful lives and reported as depreciation expense. This is the amount by

which capital outlays exceeded depreciation in the current year.

Because some property taxes will not be collected for several months after the District's 20,691
fiscal year ends, they are not considered "available" revenues in the governmental funds,

and are instead reported as deferred revenues. They are however, recorded as revenues in the

Statement of Activities.

(Increase)/Decrease in pension expense from the difference in allocated pension expense less
the District's actual pension contributions. 335,980

Expenses in the statement of activities which do not require use of current
financial resources

Increase in interest Payable (12,844)
Increase in compensated absences (15,513)
Bond Principal 2,825,000
Bond Premium Amortization 60,431
Change in Net Position $ 3,055,632

The accompanying footnotes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

COMBINED STATEMENT OF REVENUE AND EXPENDITURES--BUDGET

(NON-GAAP) AND ACTUAL-GENERAL FUND
Year Ended June 30, 2015

General Fund

REVENUE
Residential/Non-Residential Taxes
Fees Activities
Fees-Users
Interest Income
State Equalization
Impact Aid
Rent
Access Board
Refunds
Royalties
Indirect Cost - (DFG)

Indirect Cost - (Flow Through Grants)
Forest Reserve
State Sources

TOTAL REVENUE

Cash Balance Budgeted

TOTAL REVENUE & CASH

EXPENDITURES
Current
Instruction
Support Services
Support Services-Students
Support Services-Instruction
Support Services-General Administration
Support Services-School Administration
Central Services
Operation & Maintenance of Plant
Student Transportation
Other Support Services
TOTAL EXPENDITURES

VARIANCE
ORIGINAL Favorable
BUDGET BUDGET ACTUAL (Unfavorable)
$ 220,038 $ 220,038 $ 223,836 $ 3,798
2,200 2,200 1,585 (615)
25,000 25,000 44,783 19,783
2,500 2,500 3,642 1,142
14,641,102 14,641,102 14,798,695 157,593
506,084 506,084 304,413 (201,671)
65,000 65,000 75,000 10,000
- - 89,765 89,765
- - 12,291 12,291
- - 158 158
1,300 1,300 - (1,300)
24,000 24,000 51,470 27,470
- - 110,847 110,847
850,419 964,286 964,285 (1)
16,337,643 16,451,510 16,680,770 $ 229,261
1,197,928 1,197,928
$ 17,535,571 $ 17,649,438
9,329,302 9,359,369 8,272,716 $ 1,086,653
1,524,175 1,485,229 1,233,171 252,058
386,331 450,277 444,022 6,255
554,336 554,336 397,401 156,935
1,144,606 1,144,606 1,091,311 53,295
626,272 626,272 548,615 77,657
2,349,950 2,349,950 2,199,006 150,944
746,165 820,215 820,214 1
874,434 874,434 - 874,434
$ 17,535,571 $ 17,664,688 $ 15,006,456 $ 2,658,232

Explanation of Difference between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures

Sources/inflows of resources
Actual amounts (budgetary basis)
Differences-Budget to GAAP
Total Revenues (GAAP Basis

Uses/outflows of resources
Actual amounts (budgetary basis)
Differences-budget to GAAP
Accounts Payable

Total Expenditures (GAAP Basis

The accompanying footnotes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

STATEMENT OF REVENUE & EXPENDITURES--BUDGET (NON-GAAP)

AND ACTUAL--SPECIAL REVENUE FUND--CAFETERIA

Year Ended June 30, 2015

VARIANCE
ORIGINAL ADJUSTED Favorable
BUDGET BUDGET ACTUAL (Unfavorable)
REVENUE
Fees-Users $ 134,295 $ 134,295 $ 106,101 $ (28,194)
Interest Income 174 174 249 75
Federal Revenue 810,000 810,000 848,871 38,871
TOTAL REVENUE 944,469 944,469 $ 955,221 $ 10,752
Cash Balance Budgeted 162,426 162,426
TOTAL REVENUE & CASH $ 1,106,895 $ 1,106,895
EXPENDITURES
Current
Food Services-Operations $ 1,106,895 $ 1,106,895 $ 958,429 $ 148,466
TOTAL EXPENDITURES $ 1,106,895 $ 1,106,895 $ 958,429 $ 148,466

Explanation of Difference between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures

Sources/inflows of resources
Actual amounts (budgetary basis)
Differences-Budget to GAAP
Commodities Received

Total Revenues (GAAP Basis)

Uses/outflows of resources
Actual amounts (budgetary basis)
Differences-budget to GAAP
Cost of Commodities Used
Inventory Adjustment

Total Expenditures (GAAP Basis)

$

955,221

40,982

996,203

958,429

40,982
(655)

998,756

The accompanying footnotes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

STATEMENT OF REVENUE & EXPENDITURES--BUDGET (NON-GAAP)
AND ACTUAL--SPECIAL REVENUE FUND--TITLE |

Year Ended June 30, 2015

VARIANCE
ORIGINAL ADJUSTED Favorable
BUDGET BUDGET ACTUAL (Unfavorable)
REVENUE
Federal Revenue $ 529,508 $ 538,061 $ 455,286 $ (82,775)
TOTAL REVENUE 529,508 538,061 $ 455,286 $ (82,775)
Cash Balance Budgeted - -
TOTAL REVENUE & CASH $ 529,508 $ 538,061
EXPENDITURES
Current
Instruction $ 162,227 $ 177,680 $ 176,049 $ 1,631
Support Services
Support Services-Students 315,361 291,924 290,278 1,646
Support Services-Instruction - 24,894 24,875 19
Support Services-General Administration 20,598 41,505 40,852 653
Support Services-School Administration 31,322 2,058 - 2,058
TOTAL EXPENDITURES $ 529,508 $ 538,061 $ 532,054 $ 6,007

Explanation of Difference between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures
Sources/inflows of resources

Actual amounts (budgetary basis) $ 455,286
Differences-Budget to GAAP

Current Year Receivable 155,101
Prior Year Receivable (78,333)
Total Revenues (GAAP Basis) $ 532,054

Uses/outflows of resources

Actual amounts (budgetary basis) $ 532,054
Differences-budget to GAAP
Total Expenditures (GAAP Basis) $ 532,054

The accompanying footnotes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

STATEMENT OF REVENUE & EXPENDITURES--BUDGET (NON-GAAP)
AND ACTUAL--SPECIAL REVENUE FUND--ENTITLEMENT

Year Ended June 30, 2015

REVENUE
Federal Revenue
TOTAL REVENUE

Cash Balance Budgeted

TOTAL REVENUE & CASH

EXPENDITURES
Current
Instruction
Support Services
Support Services-Students
Support Services-Instruction
Support Services-General Administration
TOTAL EXPENDITURES

VARIANCE
ORIGINAL ADJUSTED Favorable
BUDGET BUDGET ACTUAL (Unfavorable)
$ 478,308 $ 595,895 $ 459,576 $ (136,319)
478,308 595,895 $ 459,576 $ (136,319)
$ 478,308 $ 595,895
$ 265,940 $ 260,680 $ 218,104 $ 42,576
209,600 312,903 275,906 36,997
2,768 22,312 18,277 4,035
$ 478,308 $ 595,895 $ 512,287 $ 83,608

Explanation of Difference between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures

Sources/inflows of resources
Actual amounts (budgetary basis)
Differences-Budget to GAAP
Current Year Receivable

Prior Year Receivable

Total Revenues (GAAP Basis)

Uses/outflows of resources
Actual amounts (budgetary basis)
Differences-budget to GAAP
Total Expenditures (GAAP Basis)

The accompanying footnotes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

STATEMENT OF REVENUE & EXPENDITURES--BUDGET (NON-GAAP)
AND ACTUAL--SPECIAL REVENUE FUND--TEACHER/PRINCIPAL TRAINING & RECRUITING

Year Ended June 30, 2015

REVENUE
Federal Revenue
TOTAL REVENUE

Cash Balance Budgeted

TOTAL REVENUE & CASH

EXPENDITURES
Current
Instruction
Support Services
Support Services-Students
Support Services-General Administration
Support Services-School Administration
TOTAL EXPENDITURES

Explanation of Difference between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures

Sources/inflows of resources
Actual amounts (budgetary basis)
Differences-Budget to GAAP
Current Year Receivable

Prior Year Receivable

Total Revenues (GAAP Basis)

Uses/outflows of resources
Actual amounts (budgetary basis)
Differences-budget to GAAP
Total Expenditures (GAAP Basis)

VARIANCE
ORIGINAL ADJUSTED Favorable
BUDGET BUDGET ACTUAL (Unfavorable)
$ 131604 $ 145862 $ 78,701 $  (67,161)
131,604 145,862 3 78,701 $  (67,161)
$ 131,604 $ 145,862

$ - $ 58,717 $ 58,716 $ 1
$ 101,952 $ 55,493 $ 55,272 $ 221
5,119 5,119 5,119 -

24,533 26,533 24,399 2,134

$ 131,604 $ 145,862 $ 143,506 $ 2,356

$

78,701

123,193
(58,388)

143,506

143,506

143,506

The accompanying footnotes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

SCHEDULE OF FIDUCIARY ASSETS & LIABILITIES--AGENCY FUND

June 30, 2015

ASSETS

Cash on Deposit $ 225,124

Due from Operational 1,200
TOTAL ASSETS $ 226,324
LIABILITIES

Due to Student Groups $ 226,324
TOTAL LIABILITIES $ 226,324

The accompanying footnotes are an integral part of these financial statements.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

NOTES TO FINANCIAL STATEMENTS

June 30, 2015

I. Summary of Significant Accounting Policies
A. Reporting Entity

Ruidoso Municipal School 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 and surrounding area. The
District is responsible for all activities related to public elementary and secondary 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 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 are the representation of Ruidoso Municipal
School District's management who is responsible for their integrity and objectivity. The financial statements of the
District conform to generally accepted accounting principles (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the government’'s accounting
policies are described below.

In evaluating how to define the government, for financial reporting purposes, management has considered all
potential component units. The decision to include a potential component unit in the reporting entity was made by
applying the criteria set forth in GAAP. The basic — but not the only — criterion for including a potential component unit
within the reporting entity is the governing body’s ability to exercise oversight responsibility. The most significant
manifestation of this ability is financial interdependency. Other manifestations of the ability to exercise oversight
responsibility include, but are not limited to, the selection of the governing authority, the designation of management,
the ability to significantly influence operations and accountability for fiscal matters. A second criterion used in
evaluating potential component units is the scope of public service. Application of this criterion involves considering
whether the activity benefits the government and/or its citizens, or whether the activity is conducted within the
geographic boundaries of the government and is generally available to its citizens, A third criterion used to evaluate
potential component units for inclusion or exclusion from the reporting entity is the existence of special financing
relationships, regardless of whether the government is able to exercise oversight responsibilities. Based upon the
application of these criteria, there were no component units.

B. Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net assets and the statement of changes in net
assets) report information on all of the non-fiduciary activities of the school district. For the most part, the effect of
interfund 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 is
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and other
items not properly included among program revenues are reported instead as general revenues. Separate financial
statements are provided for governmental funds. Major individual governmental funds are reported as separate
columns in the fund financial statements.

C. 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 uncollectible amounts, in the year for which they are levied, even if not available. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

NOTES TO FINANCIAL STATEMENTS

June 30, 2015
I. Summary of Significant Accounting Policies (continued)

C. Measurement focus, basis of accounting, and financial statement presentation (continued)

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. 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.

Property taxes, and interest associated with the current 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.

The government reports the following major governmental funds:

General Funds — 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.

CAFETERIA — The purpose of this account is to receive income from lunch sales or state and federal school lunch
grants, and to make disbursements for those activities, which have as their purpose the preparation and
serving of meals, lunches or snacks in connection with bona-fide food service operations in agreement
with the School Lunch Division of the State Department of Education. Authority for the creation of this
fund is NMSA 1978, 22-13-13.

TITLE | — The Title | project provides remedial instruction in language arts for educationally deprived students in low-
income areas. The project is funded by the Federal Government through the New Mexico State
Department of Education under the Elementary and Secondary Education Act of 1965, Title I, Chapter I,
part A, 20 U.S.C. 2701 efseq.

IDEA B ENTITLEMENT — P.L. 94-142, Individuals with Disabilities Education Act—to account for a federal grant
restricted to the operation and maintenance of meeting the special education need of children with
disabilities. Authority for the creation of this fund is Individuals with Disabilities Act, Part B, Sec. 611, as
amended; Public Laws 91-230,93-380,94-142,98-199,99-457,100-630 and 101-476; 20 U.S.C. 1401-
1419, Public Law 105-17

TEACHER/PRINCIPAL TRAINING — To provide grants to State Education Agencies 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 student academic achievement. The authority for the creation of this fund is the
Elementary and Secondary Education Act of 1965 as amended, Title Il, Part A, Public Law 107-110.

SB 9 (Capital Projects Fund) — To account for 2 mill levy restricted by board resolution for erecting, remodeling,
making additions to, providing equipment for, furnishing school buildings, and improving school grounds
and maintenance of school buildings and grounds exclusive of salary expense of employees. Authority for
the creation of this fund is NMSA 1978, 22-25-1 to 22-25-10.

BOND BUILDING (Capital Projects Fund) — To account for the costs of capital improvements, such as erecting,
remodeling, making additions to, providing equipment for and furnishing school buildings, purchasing and
improving school grounds funded from the sale of General Obligation Bonds.

Debt Service Fund — 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.

The government also reports the following fund types:
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

NOTES TO FINANCIAL STATEMENTS

June 30, 2015
I. Summary of Significant Accounting Policies (continued)

C. Measurement focus, basis of accounting, and financial statement presentation (continued)

Governmental Funds:
Nonmajor Special Revenue Funds — The District accounts for resources restricted to, or designated for, a
specific purpose by the District or a grantor in a special revenue fund.

Nonmajor Debt Service Funds — The District accounts for resources accumulated and payments made for
principal and interest on long-term general obligation debt of governmental funds in a debt service fund.

Nonmajor Capital Project Funds — The proceeds from long-term debt financing and revenues and
expenditures related to authorized construction and other capital asset acquisitions are accounted for in a
capital projects fund.

Fiduciary Funds:
Agency Funds — The District accounts for resources held for others in a custodial capacity in agency
funds. The District’'s Agency Fund is the Student Activity Fund.

I. Summary of Significant Accounting Policies (continued)
C. Measurement focus, basis of accounting, and financial statement presentation (continued)

Similar to private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally
are followed in the government-wide financial statements to the extent that those standards do not conflict with or
contradict guidance of the Governmental Accounting Standards Board. The government has elected not to follow
subsequent private-sector guidance. As a general rule the effect of interfund activity has been eliminated from the
government-wide financial statements.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions. Internally dedicated
resources are reported as general revenues rather than as program revenues. Likewise, general revenues include all
taxes.

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

D. Assets, liabilities, and net assets 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.

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 of the District must follow the investment policies listed
below.

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.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

NOTES TO FINANCIAL STATEMENTS

June 30, 2015
D. Assets, liahilities, and net assets or equity

1. Deposits and investments

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

Investments for the District are reported at fair value. The State Treasurer's Investment Pool operates in accordance
with appropriate state laws and regulations. The reported value of the pool is the same as the fair value of the pool
shares.

2. Receivables and payables

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

The School 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. The assessed valuation for the 2015 fiscal year was $653,046,432. Mill levy
rates are set by the State of New Mexico each year for the General Fund, SB - 9 Capital Improvements Fund, and
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.

3. Inventories

The food inventories are valued at cost using the first-in/first-out (FIFO) method. USDA Commodities are recorded at
estimated costs. Inventories of governmental funds are recorded as expenditures when consumed rather than when
purchased.

4. Capital assets

Capital assets, which include property, plant, and equipment, are reported in the applicable governmental-wide
financial statements. The government defines capital assets as assets with an initial, individual cost of more than
$5,000 (amount not rounded) and an estimated useful life that extends beyond a single reporting period. The District
is capitalizing qualifying software and library books as required. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend assets
lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.

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

Assets Years
Buildings 40
Building Improvements 20
Vehicles and Equipment 5

5. Compensated absences

All District employees on a 12 month contract earn annual leave at a rate of 10 days per year. Twelve month District
employees, upon receipt of a second consecutivel2 month contract earn 15 days per year. Employees shall not
accumulate more than 15 days of annual leave upon termination; employees are paid for their accrued annual leave,
up to a maximum of 15 days.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

NOTES TO FINANCIAL STATEMENTS

June 30, 2015
D. Assets, liahilities, and net assets or equity

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

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond
issuance costs, during the current period. The face amount of debt issued is reported as other financing sources.
Premiums received on debt issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as capital projects expenditures.

7. Fund equity

For the government-wide financial statements, net assets are reported as restricted when constraints are placed on
net asset use are either 1) externally imposed by creditors (such as debt covenants), grantors, contributors, or laws
and regulations of other governments; 2) Imposed by law through constitutional provisions or enabling legislation.

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not
available for appropriation or are legally restricted by outside parties for use for a specific purpose. Designations of
fund balance represent tentative management plans that are subject to change.

8. Comparative data/reclassifications

Certain amounts presented in the prior year data have been reclassified in order to be consistent with the current
year's presentation.

9. Indirect Costs

The School 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.

10. Salaries and Wages
The School District pays all salaries and wages due teachers on or before June 30th of each year.
11. 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.

12. 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 insure 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 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 $14,798,695 in state equalization guarantee distributions during the year ended
June 30, 2015.
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D. Assets, liahilities, and net assets or equity

12. Revenues

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 $820,215 in transportation
distributions during the year ended June 30, 2015.

1. Reconciliation of government-wide and fund financial statements

A. Explanation of certain differences between the governmental fund balance sheet and the government-wide
statement of net assets

The governmental fund balance sheet includes reconciliation between fund balance total governmental funds and net
assets - governmental activities as reported in the government-wide statement of net assets. One element of that
reconciliation explains, long-term liabilities, including bonds payable, is not due and payable in the current period and
therefore is not reported in the funds." The details of the $31,065,000 difference are as follows:

Bonds Payable $ 31,065,000
Net adjustment to reduce fund balance —

total governmental funds to arrive at net assets —

governmental activities $ 31,065,000

B. Explanation of certain differences between the governmental fund statement of revenues, expenditures, and
changes in fund balances and the government-wide statement of activities.

The governmental fund statement of revenues, expenditures, and changes in fund balances includes reconciliation
between net changes in fund balances - total governmental funds and changes in net assets of governmental
activities as reported in the government-wide statement of activities. One element of that reconciliation explains that
Governmental funds report capital outlays as expenditures. However, in the statement of activities the cost of those
assets is allocated over their estimated useful lives and reported as depreciation expense." The details of this
$1,752,568 difference are as follows:

Capital Outlay $ 327,269
Depreciation expense 2,079,837

Net adjustment to increase net changes in

fund balances — total government funds to

arrive at changes in net assets of

governmental activities $ (1,752,568)

Another element of that reconciliation states "the issuance of long-term debt (e.g., bonds, leases) 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 assets. Also,
governmental funds report the effect of issuance costs, premiums, discounts, and similar items when debt is first
issued, whereas these amounts are deferred and amortized in the statement of activities." The details of this
$2,825,000 difference are as follows:

Principal repayments:
General obligation debt $ 2,825,000

Net adjustment to decrease net changes in fund balances-
total governmental funds to arrive at changes in net assets
of governmental activities $.2,825,000
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I1l. 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 secure appropriation of
funds for only one year. Carryover funds must be reappropriated 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. The legal level of budgetary control is at the function level.

Actual expenditures may not exceed the budget on the function level, i.e., each budgeted expenditure must be within
budgeted amounts. Budgets may be amended in two ways. If a budget transfer is necessary within a major category
called a “series”, this may be accomplished with only 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:

e 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.

e In May or June, the budget is approved by the Board of Education

¢ 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.

e 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.

e 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.

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

changes:
Orginal Budget Final Budget
General Fund $ 17,535,571 $ 15,005,668
Special Revenue Fund 2,990,155 3,053,396
Debt Service 6,528,242 3,712,268
Capital Projects Fund 3,426,320 12,888
$ 30,480,288 $ 21,784,220
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I1l. Stewardship, compliance, and accountability (continued)

B. Deficit fund equity

There were not any deficit fund balances at June 30, 2015.
IV. Detailed notes on all funds

A. Cash and temporary investments

At June 30, 2015, the carrying amount of the District's deposits was $12,161,278 and the bank balance was
$13,186,425. Of this balance $250,000 was covered by federal depository insurance and $10,500,000 was covered
by collateral held in the District’'s name in joint safekeeping by a third party.

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 collateral pledged is identified in the Supplementary Information of this report. The types of collateral allowed are
limited to direct obligations of the United States Government and all bonds issued by any agency, district or political
subdivision of the State of New Mexico.

According to the Federal Deposit Insurance Authority, public unit deposits are funds owned by the 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.

Custodial Credit Risk — Deposits
Custodial Credit Risk is the risk that in the event of bank failure, the government’s deposits may not be returned to it.
The government does not have a deposit policy for custodial risk. As of June 30, 2015, none of the government's

bank balance of $13,186,425 was exposed to custodial risk as follows:

Uninsured and Uncollateralized $ 2,436,425
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IV. Detailed notes on all funds (continued)

B. Receivables

Receivables as of year end for the government's individual major funds and non-major funds in the

including the following:

General Funds

Senate Bill Nine

Debt Service

Ed Tech Debt Service
Title |

Entitlement

IDEA B Risk Pool
Preschool
Teacher/Principal Training

Rural and Low Income Schools

Pre-K Initiative

Breakfast for Elementary Students

2012 GO Bond Student Library
NM Reads to Lead

Robot Systems for Math Competitions

Indian Education Act

Kindergarten Three Plus After School

After School Enrichment
Totals

Due From Other

Agencies

Property Taxes
Receivable

aggregate,

155,101
185,082
449
7,346
123,193
13,761
14,498
3,754
7,738
2,209
21,228
24,693
2,912
28,277

$ 7,247
39,113

112,332

1,080

590,241

$ 159,772

Governmental funds reported deferred inflows of resources 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. Amounts due to the District
from delinquent property tax due to the County Treasurer were not available. At the end of the current fiscal year, the
various components of unavailable revenue and unearned revenue reported in the governmental funds were as

follows:

Grant draw downs prior to meeting
all eligibility requirements
Property Taxes — Delinquent
Total deferred/unearned revenue
for governmental funds
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IV. Detailed notes on all funds (continued)
C. Capital Assets

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

Balance Balance
06/30/14 Adjustments Increases Decreases 06/30/15
Governmental Activies
Capital Assets not being depreciated
Land $ 1,340,817 $ - $ - $ - 1,340,817
Construction in Progress - - -
Total Capital Assets not being depreciated 1,340,817 - - - 1,340,817
Capital Assets being depreciated
Buildings & Improvements 66,892,443 - 181,398 - 67,073,841
Land Improvements 10,234,740 - 32,069 - 10,266,809
Equipment 1,887,308 - 113,802 - 2,001,110
Total Capital Assets being depreciated 79,014,491 - 327,269 - 79,341,760
Less: Accumulated Depreciation
Buildings & Improvements 18,204,343 - 1,505,394 - 19,709,737
Land Improvements 2,745,032 - 453,005 - 3,198,037
Equipment 1,326,704 - 121,438 - 1,448,142
Total Accumulated Depreciation 22,276,079 - 2,079,837 - 24,355,916
Net Capital Assets being depreciated 56,738,412 - (1,752,568) - 54,985,844
Total Net Capital Assets $ 58,079,229 $ - 3 (1,752,568) $ 56,326,661

The Schedule of General Capital Assets by Function and Activity, and the Schedule of Changes in General Capital

Assets by Function and Activity have not been prepared because the detailed information is unavailable.

Depreciation expense was not charged to function/programs of the School District because the detail information was

not available due to historical date not being available.
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IV. Detailed notes on all funds (continued)

D. Long-term debt — General Obligation Bonds

Amount
Original Balance Balance Due in
Series Amount Interest Rate 6/30/2014 Additions Retirements 6/30/2015 One Year
2006 14,500,000 5.00% 2,000,000 1,000,000 1,000,000 1,000,000
2007 8,500,000 5.00% 6,600,000 500,000 6,100,000 600,000
2008 3,000,000 4.00% 2,050,000 200,000 1,850,000 200,000
2.00%-
2011 9,000,000 2.875% 8,700,000 300,000 8,400,000 300,000
2013 5,000,000 2.00%-3.00% 4,560,000 575,000 3,985,000 710,000
2014 9,980,000  1.50%-3.00% 9,980,000 250,000 9,730,000 225,000
Total $ 49,980,000 $ 36,000,000 $ 2,825,000 $ 31,065,000 $ 3,035,000
Fiscal Year Principal Interest Total
2016 3,035,000 811,588 3,846,588
2017 2,350,000 721,956 3,071,956
2018 2,550,000 654,425 3,204,425
2019 2,725,000 594,588 3,319,588
2020 3,000,000 524,563 3,524,563
2021-2025 14,905,000 1,315,113 16,220,113
2026 2,500,000 34,063 2,534,063
$ 31,065,000 $ 4,656,296 $ 35,721,296

The bonds and bond interest are paid from property tax levies enacted specifically for the debt retirement. The
revenues pledged totaled $3,843,083 at June 30, 2015, and equal to 100% of the tax levies enacted to repay the
bonded indebtedness. The bonds were sold to erect and furnish facilities for the District. The property tax levies will
expire when the related bond indebtedness is repaid.

During the year ended June 30, 2015, the District recognized $3,843,083 in property taxes pledged to retire the

bonded indebtedness, and retired $3,673,835 in bond principal and interest.

Legal Debt Margin

The legal debt margin is specified by Article IX Section 11 of the Constitution of the State of New Mexico as not
greater than 6% of the assessed value of the taxable property within the School District. Based on these criteria, the
maximum general obligation debt permissible is $38,926,108 including $31,065,000 debt outstanding based on the

2014 initial valuation.
E. Compensated Absences

Liability for Compensated Absences

Balance Vacation Vacation Balance Amount Due in
June 30, 2014 Used Accrued June 30, 2015 One Year
$50,464 $46,558 $60,036 $64,391 $64,391

The operational fund, which is a part of the general fund, has typically been used in the past to liquidate other long

term liabilities such as compensated absences.
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V. 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; errors
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 property, 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 per occurrence basis. NMPSIA
will publish its own financial report for the year ended June 30, 2015.

B. 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.

C. Employee retirement plan

Pensions For purposes of measuring the net pension liability, deferred outflows and deferred inflows of resources
related to pensions, and pension expense, information about the fiduciary net position of the Educational Retirement
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, on the economic resources measurement focus and accrual basis of accounting. For
this purpose, benefit payments (including refunds of employee contributions) are recognized when due and payable
in accordance with the benefit terms. Investments are reported at fair value.

General Information about the Pension Plan

Plan description ERB was created by the state’s Educational Retirement Act, Section 22-11-1 through 22-11-52,
NMSA 1978, as amended to administer the New Mexico Educational Employee’s Retirement Plan (Plan). The Plan
is a cost-sharing, multiple employer plan established to provide retirement and disability benefits for certified teachers
and other employees of the state’s public schools, instructions of higher learning, and agencies providing educational
programs. The Plan is a pension trust fund of the State of New Mexico. The New Mexico legislature has the
authority to set or amend contribution rates.

ERB issues a publicly available financial report and a comprehensive annual financial report that can be obtained as
www.nmerb.org.

Benefits provided. A member’s retirement benefit is determined by a formula which includes three component
parts: The member’s final average salary (FAS), the number of years of service credit, and a 0.0235 multiplier. The
FAS is the average of the member's salaries for the last five years of service or any other consecutive five-year
period, whichever is greater. A brief summary of Plan coverage provisions follows.

For members employed before July 1, 2010, a member is eligible to retire when one of the following events occurs:
the member’s age and earned service credit add up to the sum of 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.
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V. Other information (continued)

C. Employee retirement plan (continued)

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 before July 1, 2010, or any time prior to
that date refunded all member contributions and then became, or becomes, reemployed after that date is as follows:
the member’'s age and earned service credit add up to the sum of 80- or more; the member is at least sixty-seven
years of age and has five or more years of earned service credit; or the member has service credit totaling 30 years
or more.

The 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 50% survivor's benefit.

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

A member is eligible for a disability benefit provided (a) he or she has credit for at least 10 years of service, and (b)
the disability is provided by ERB. The monthly benefit is equal to 2% of FAS times years of service, but not less that
the smaller of (a) one-third of FAS or (b) 2% of FAS times years of service projected to age 60. The disability benefit
commences immediately upon the member’s retirement. Disability benefits are payable s a monthly life annuity, with
a guarantee that, if the payments made do not exceed the member’'s accumulated contributions, determined as of the
state of retirement, the balance will be paid in a lump sum to the member’'s surviving beneficiary. If the disabled
member survives to age 60, the regular optional forms of payment are then applied. A member with five or more
years of earned service credit on deferred status may retire on disability retirement when eligible under the Rule of 75
or when the member attains age 65.

Contributions. The contribution requirements of defined benefit plan members and the (names of employer) are
established in state statute under Chapter 10, Article 11, NMSA 1978. The requirements may be amended by acts of
the legislature. For the fiscal year ended June 30, 2014 employers contributed 13.15% 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, 2015 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 $1,345,438 for the year ended June 30, 2015.
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V. Other information (continued)

C. Employee retirement plan (continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions: The total ERB pension liability, net pension liability, and sensitivity information
were based on an annual actuarial valuation performed as of June 30, 2013. The total ERB pension liability was
rolled forward from the valuation date to the Plan year ending June 30, 2014, using generally accepted actuarial
principles. Therefore, the employer’s portion was established as of the measurement date June 30, 2014. At June
30, 2015, the District’s reported a liability of $19,782,901 for its proportionate share of the net pension liability. The
District’'s proportion of the net pension liability is based on the employer contributing entity’'s percentage of total
employer contributions for the fiscal year ended June 30, 2014. The contribution amounts were defined by section
22-11-21, NMSA 1978. At June 30, 2014, the District's proportion was .34672 percent, which was a decrease of
.02226% from its proportion measured as of June 30, 2013.

For the year ended June 30, 2015, the District recognized pension expense of $1,009,471. At June 30, 2015, the
District reported deferred outflows of resources and deferred inflows or resources related to pensions from the
following sources:

Deferred Outflows of Deferred Inflows of

Resources Resources
Differences between expected and actual experience $ - $ 294,695
Changes of assumptions - -
Net difference between projected and actual earnings on pension plan
. - 1,798,347
investments
Changes in proportion and differences between District contributions
. S - 1,037,124

and proportionate share of contributions
District’s contributions subsequent to the measurement date 1,345,438 -

Total $1,345,438 $3,130,166

$1,345,438 reported as deferred outflows of resources related to pensions resulting from the District's contributions
subsequent to the measurement date June 30, 2014 will be recognized as a reduction of the net pension liability in
the year ended June 30, 2016. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized in pension expense as follows:

Year ended June 30:

2016 ($912,027)
2017 ($912,027)
2018 ($856,535)
2019 ($449,590)
2020 -

Actuarial assumptions. As described above, the total ERB pension liability and net liability are based on an
actuarial valuation performed as of June 30, 2013. The total ERB pension liability was rolled forward from the
valuation date to the Plan year ending June 30, 2014 using generally accepted actuarial principles. There were no
significant events or changes in benefit provisions that required an adjustment to the roll-forward liabilities as of June
30, 2014. Specifically, the liabilities measured as of June 20, 2014 incorporate the following assumption:

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

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

3. COLA's for most retirees are reduced until ERB attains a 100% funded status.

4. These assumptions were adopted by ERB on April 26, 2013 in conjunction with the six-year experience
study period ending June 30, 2012.
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V. Other information (continued)

C. Employee retirement plan (continued)

For those 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 contribution rates included in the measurements are as

follows:

Actuarial Cost Method
Amortization Method
Remaining Period
Asset Valuation Method
Inflation

Salary Increases

Investment Rate of Return
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: 3% inflation, plus 1.25% productivity increase rate, plus step rate
promotional increases for members with less than 10 years of service.

7.75%

Experience based table of age and service rates

90% of RP-2000 Combined Mortality Table with White Collar Adjustment
projected to 2014 using Scale AA (one year setback for females)

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 from 2014 and 2013 for 30-year return assumptions are summarized in the following table:

Asset Class
Cash
Treasuries
IG Corp Credit
MBS
Core Bonds
TIPS
High Yield Bonds
Bank Loans
Global Bonds (Unhedged)
Global Bonds (Hedged)
EMD External
EMD Local Currency
Large Cap Equities
Small/Mid Cap
International Equities (Unhedged)
International Equities (Hedged)
Emerging International Equities
Private Equity
Private Debt
Private Real Assets
Real Estate

Long-Term Expected
Real Rate of Return

2014

29

1.50%
2.00%
3.50%
2.25%
2.53%
2.50%
4.50%
5.00%
1.25%
1.38%
5.00%
5.75%
6.25%
6.25%
7.25%
7.50%
9.50%
8.75%
8.00%
7.75%
6.25%

2013
Long-Term Expected
Real Rate of Return

0.75%

1.00%

3.00%

2.50%

2.04%

1.50%

5.00%

5.00%

0.75%

0.93%

4,00%

5.00%

6.75%

7.00%

7.75%

8.00%

9.75%

9.00%

8.50%

8.00%

6.00%
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C. Employee retirement plan (continued)

Commaodities 5.00% 5.00%
Hedge Fund Low Vol 5.50% 4.75%
Hedge Funds Mod Vol 5.50% 6.50%

Discount rate: A single discount rate of 7.75% was used to measure the total ERB pension liability as of June 30,
2014 and June 30, 2013. This single discount rate was based on the expected rate of return on pension plan
investments of 7.75%. Based on the stated assumptions and the projection of cash flows, the Plan’s fiduciary net
position and future contributions were projected to be available to finance all projected future benefit payments of
current pension plan members. Therefore the long term expected rate of return on Plan investments was applied to
all periods of projected benefit payments to determine the total pension liability. The projection of cash flows used to
determine this single discount rate assumed that Plan contributions will be made at the current statutory levels.
Additionally, contributions received through the Alternative Retirement Plan (ARP), ERB’s defined contribution plan,
are included in the projection of cash flows. ARP contributions are assumed to remain at a level percentage of ERB
payroll, where the percentage of payroll is based on the most recent five year contribution history.

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

1% Decrease Current 1% Increase
(6.75%) Discount Rate (8.75%)
(7.75)
District’s proportionate share
of the net pension liability $26,916,921 $19,782,901 $13,823,983

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

www.nmerb.org.

Payable to the pension plan. The District has no payables to the pension plan
D. Post-retirement health care benefits

Plan Description. District contributes to the New Mexico Retiree Health Care Fund, a cost-sharing multiple-employer
defined benefit postemployment healthcare plan administered by the New Mexico Retiree Health Care Authority
(RHCA). The RHCA provides health care insurance and prescription drug benefits to retired employees of
participating New Mexico 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, NMSA 1978). The Board is
responsible for establishing and amending benefit provisions of the healthcare plan and is also authorized to
designate optional and/or voluntary benefits like dental, vision, supplemental life insurance, and long-term care
policies.

Eligible retirees are: 1) retirees who make contributions to the fund for at least five years prior to retirement and
whose eligible employer during that period of time made contributions as a participant in the RHCA plan on the
person’s behalf unless that person retires before the employer's RHCA effective date, in which 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 retirement; 2) retirees defined by the Act who retired prior to July 1, 1990; 3) former legislators
who served at least two years; and 4) former governing authority members who served at least four years.

The RHCA issues a publicly available stand-alone financial report that includes financial statements and required

supplementary information for the postemployment healthcare plan. That report and further information can be
obtained by writing to the Retiree Health Care Authority at 4308 Carlisle NE, Suite 104, Albuquerque, NM 87107.
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

NOTES TO FINANCIAL STATEMENTS

June 30, 2015

V. Other information (continued)

D. Post-retirement health care benefits (continued)

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 retiree pays a monthly premium according to a service based subsidy rate schedule for the medical plus
basic life plan plus an additional participation fee of five dollars if the eligible participant retired prior to the employer’s
RHCA effective date or is a former legislator or former governing authority member. Former legislators and governing
authority members are required to pay 100% of the insurance premium to cover their claims and the administrative
expenses of the plan. The monthly premium rate schedule can be obtained from the RHCA or viewed on their
website at www.nmrhca.state.nm.us.

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, 2014, 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.

The District's contributions to the RHCA for the years ended June 30, 2015, 2014 and 2013 were $193,599, $191,136
and $201,267, respectively, which equal the required contributions for each year.

E. Interfund Balances

Due from Due to
Operational
Title | 155,101
Entitlement 185,082
IDEA B Risk Pool 449
Preschool 7,346
Teacher/Principal Training 123,193
Rural and Low Income Schools 13,761
Pre-K Initiative 14,498
Breakfast for Elementary Students 3,754
2012 GO Bond Student Library 7,738
NM Reads to Lead 2,209
Robot Systems for Math Competitions 21,228
Indian Education Act 24,693
Kindergarten Three Plus After School 2,912
After School Enrichment 28,277
$ 590241
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STATE OF NEW MEXICO
RUIDOSO MUNICIPAL SCHOOLS

NOTES TO FINANCIAL STATEMENTS

June 30, 2015

V. Other information (continued)

F. Fund Balances Classified

Fund balance is classified as nonspendable, restricted, committed, assigned and/or unassigned upon the use of the

resources in the government funds. The constraints placed on fund balance for the major governmental funs and all
other governmental funds are presented here.

Fund Balances General Food Bond Senate Debt Non-Major Total
Fund Service Building Bill 9 Service Governmental
Funds
Non-Spendable:
Inventory $ - 8 - % - $ -8 - % 2631 $ 2,631
Total Nonspendable - - - - 2,631 2,631

Restricted for:

Debt Service - - - - 3,679,574 831 3,680,405
Capital Improvements - - 2,023,811 2,664,740 - - 4,688,551
Athletics - - - - - 50,043 50,043
Cafeteria - 202,334 - - - 202,334
Instructional Materials 51,618 - - - - 51,618
Transportation 1 - - - - - 1
Special Revenue - - - - 136,354 136,354
Total restricted 51,619 202,334 2,023,811 2,664,740 3,679,574 187,228 8,809,306
Unassigned 3,697,828 - - - - - 3,697,828
Total Fund Balances $ 3,749,447 $ 202,334 $ 2,023811 $ 2,664,740 $ 3,679,574 $ 187,228 $ 12,509,765
G. Restatement of Net Position
Beginning net position was restated for ($21,907,020) for the following reasons.
Net position July 1, 2013 $ 34,403,082
Restatement to record Net Pension Liability (21,903,608)
Voided check from prior year expenditure in Athletic Fund 895
Restatement of deferred revenue in Indian Ed Formula (4,307)
Restated net position July 1, 2013 $ 12,496,062
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The Book-Entry-Only System

Initially, DTC will be the securities depository for the Bonds. The Paying Agent/Registrar will register all Bonds in the name of Cede &
Co. (DTC's partnership nominee) and provide DTC with one Bond for each maturity.

DTC provided the following information. Neither the Financial Advisor nor the District can vouch for its accuracy or completeness.
For further information, please contact DTC or view its website at www.dtc.org.

DTC is a limited purpose trust company organized under the laws of the State of New York, a member of the Federal Reserve
System, a “clearing corporation” within the meaning of the New Mexico and New York Uniform Commercial Codes, and a “clearing
agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended. DTC was created
to hold securities of its participants (the “DTC Participants”) and to facilitate the clearance and settlement of securities transactions
among DTC Participants in such securities through electronic book-entry changes in accounts of the DTC Participants, thereby
eliminating the need for physical movement of security certificates. DTC Participants include securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations, some of whom (and/or their representatives) own DTC.
Access to the DTC system is also available to others, such as banks, brokers, dealers and trust companies that clear through or
maintain a custodial relationship with a DTC Participant, either directly or indirectly (the “Indirect Participants”).

Purchases of the Bonds under the book-entry system may be made only through brokers and dealers who are, or act through, DTC
Participants. Each DTC Participant will receive a credit balance in the records of DTC in the amount of such DTC Participant's
ownership interest in the Bonds. The ownership interest of each actual purchaser of a Bond (the “Beneficial Owner”) will be recorded
through the records of the DTC Participant or the Indirect Participant. Beneficial Owners are to receive a written confirmation of their
purchase providing certain details of the Bonds acquired. Transfers of ownership interests in the Bonds will be accomplished only by
book entries made by DTC and, in turn, by DTC Participants or Indirect Participants who act on behalf of the Beneficial Owners.
Beneficial Owners of the Bonds will not receive nor have the right to receive physical delivery of the Bonds, and will not be or be
considered to be registered owners under the Bond Resolution except as specifically provided in the Bond Resolution in the event the
book-entry system is discontinued.

SO LONG AS CEDE & CO., AS NOMINEE OF DTC, IS THE REGISTERED OWNER OF THE BONDS, REFERENCES IN THIS
OFFICIAL STATEMENT TO THE REGISTERED OWNERS OF THE BONDS WILL MEAN CEDE & CO. AND WILL NOT MEAN THE
BENEFICIAL OWNERS.

The District and the Registrar may treat DTC (or its nominee) as the sole and exclusive owner of the Bonds registered in its name for
the purpose of payment of the principal of or interest or premium, if any, on the Bonds, selecting Bonds and portions thereof to be
redeemed, giving any notice permitted or required to be given to registered owners under the Bond Resolution, register the transfer of
Bonds, obtaining any consent or other action to be taken by registered owners and for all other purposes whatsoever, and will not be
affected by any notice to the contrary. The District and the Registrar will not have any responsibility or obligation to any DTC
Participant, any person claiming a beneficial ownership interest in the Bonds under or through DTC or any DTC Participant, Indirect
Participant or other person not shown on the records of the Registrar as being a registered owner with respect to: the accuracy of any
records maintained by DTC, any DTC Participant or Indirect Participant regarding ownership interests in the Bonds; the payment by
DTC, any DTC Participant or Indirect Participant of any amount in respect of the principal of or interest or premium, if any, on the
Bonds; the delivery to any DTC Participant, Indirect Participant or any Beneficial Owner of any notice that is permitted or required to
be given to registered owners under the Bond Resolution; or any consent given or other action taken by DTC as a registered owner.

Neither DTC nor its nominee, Cede & Co., provides consents with respect to any security. Under its usual procedures, DTC mails an
omnibus proxy to the issuer of the securities for which it is acting as securities depository as soon as possible after the establishment
of a “record date” by the issuer for purposes of soliciting consents from the holders of such securities. The omnibus proxy assigns
Cede & Co.’s voting rights to those DTC Participants having such securities credited to their accounts on such record date.

Principal of and interest on the Bonds will be paid to DTC or its nominee, Cede & Co., as registered owner of the Bonds.
Disbursement of such payments to the DTC Participants is the responsibility of DTC and disbursement of such payments to the
Beneficial Owners of the Bonds is the responsibility of the DTC Participants or the Indirect Participants. Upon receipt of any such
payments, DTC's current practice is to immediately credit the accounts of the DTC Participants in accordance with their respective
holdings shown on the records of DTC. Payments by DTC Participants and Indirect Participants to Beneficial Owners of the Bonds
will be governed by standing instructions and customary practices, as is now the case with municipal securities held for the accounts
of customers in bearer form or registered in “street name,” and will be the responsibility of such DTC Participant or Indirect Participant
and not of DTC, the Registrar or the District, subject to any statutory and regulatory requirements then in effect.

As long as the DTC book-entry system is used for the Bonds, the Registrar will give any notice required to be given to registered
owners of Bonds only to DTC or its nominee. Any failure of DTC to advise any DTC Participant, of any DTC Participant to notify any
Indirect Participant, or of any DTC Participant or Indirect Participant to notify any Beneficial Owner, of any such notice and its content
or effect will not affect the validity of any action premised on such notice. Conveyance of notices and other communications by DTC
to DTC Participants, by DTC Participants to Indirect Participants and by DTC Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory and regulatory requirements as may be in effect from
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time to time. Beneficial Owners may desire to make arrangements with a DTC Participant or Indirect Participant so that all
communications to DTC that affect such Beneficial Owners will be forwarded in writing by such DTC Participant or Indirect Participant.

NEITHER THE DISTRICT NOR THE REGISTRAR WILL HAVE ANY RESPONSIBILITY OR OBLIGATION TO SUCH DTC
PARTICIPANTS, OR THE PERSONS FOR WHOM THEY ACT AS NOMINEES, WITH RESPECT TO THE PAYMENTS TO OR THE
PROVIDING OF NOTICE FOR THE DTC PARTICIPANTS, THE INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS OF
THE BONDS.

For every transfer and exchange of a beneficial ownership interest in the Bonds, a Beneficial Owner may be charged a sum sufficient
to cover any tax, fee or other governmental charge that may be imposed in relation thereto.

DTC may determine to discontinue providing its service with respect to the Bonds at any time by giving reasonable notice to the
District or the Registrar at any time. In addition, if the District determines that (i) DTC is unable to discharge its responsibilities with
respect to the Bonds or (i) continuation of the system of book-entry only transfers through DTC is not in the best interests of the
Beneficial Owners of the Bonds or of the District, the District may thereupon terminate the services of DTC with respect to the Bonds.
If for any such reason the system of book-entry transfers through DTC is discontinued, the District may within 90 days thereafter
appoint a substitute securities depository that, in its opinion, is willing and able to undertake the functions of DTC upon reasonable
and customary terms. If a successor is not approved, Bond certificates will be delivered as described in the Bond Resolution in fully
registered form in denominations of $5,000 or any integral multiple thereof in the names of the Beneficial Owners, Indirect Participants
or DTC Participants.

In the event the book-entry system is discontinued, the persons to whom Bond certificates are registered will be treated as registered
owners for all purposes of the Bond Resolution, including the giving to the District or the Registrar of any notice, consent, request or
demand pursuant to the Bond Resolution for any purpose whatsoever. In such event, the Bonds will be transferred to such registered
owners, interest on the Bonds will be payable by check of the Paying Agent, as paying agent, mailed to such registered owners, and
the principal and redemption price of all Bonds will be payable at the principal corporate trust office of the Paying Agent.

The foregoing material concerning DTC and DTC's book-entry system is based on information furnished by DTC. No representation
is made by the District or the Underwriter as to the accuracy or completeness of such information.

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 Beneficial Owner, of any notice and
its content or effect will not affect the validity of sufficiency 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 relating 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 distribute payments with respect to the Bonds received by DTC or its nominees as the holder or
any redemption notices or other notices to the beneficial holders, or that they will do so on a timely basis, or that DTC will serve and
act in the manner described in this Official Statement.
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FORM OF BOND COUNSEL OPINION

February _ , 2017

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

Re:  $5,800,000 Ruidoso Municipal School District No. 3, General Obligation
School Building Bonds, Series 2017A

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 $5,800,000 General Obligation School Bonds,
Series 2017A (the "Bonds™), dated their date of issuance, with interest payable on February 1,
2018, and semi-annually thereafter on each August 1 and February 1 until maturity, and being
bonds in registered form maturing on August 1 in the years 2018 through 2032, 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 not includable in 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. The Bonds and the income from the Bonds are exempt from all taxation by the
State or any political subdivision of the State.

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.



We express no opinion as of any date subsequent hereto, and our engagement with
respect to the Bonds has concluded with their issuance. We disclaim any obligation to update
this opinion.

The opinions expressed herein represent our legal judgment based upon a review of
existing legal authorities 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. We express no opinion 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,

Y:\dox\client\63257\0117\GENERAL\W2842769.DOCX
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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 No. 3, Lincoln County, New
Mexico (the "District™), in connection with the issuance of the $5,800,000 Ruidoso Municipal
School District No. 3, Lincoln County, New Mexico, General Obligation School Building
Bonds, Series 2017A (the "Bonds"). The Bonds are being issued pursuant to the Resolution of
the District adopted on January 10, 2017 (the "Resolution™). Pursuant to the Resolution, to allow
the underwriters 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™)) or 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 the type included in the sections of the Official Statement entitled
“DEBT AND OTHER OBLIGATIONS,” “TAX BASE,” “THE DISTRICT - Student
Enrollment,” and “FINANCES OF THE EDUCATIONAL PROGRAM - State Equalization
Program, Statement of Net Assets, Statement of Activities, Balance Sheet — General Fund,
Statement of Revenues & Expenditures & Changes in Fund Balances — General Fund.”

(b) "Audited Financial Statements" means the District's annual financial
statements, prepared in accordance with GAAP for governmental units as prescribed from time
to time by GASB, which financial statements have been audited by such auditor as may then be
required or permitted by the laws of the State.

(©) “EMMA” means the MSRB’s Electronic Municipal Market Access system
located on the MSRB 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, (703) 797-
9600, fax (703) 797-6708.

()] "Official Statement™ means the Official Statement delivered in connection
with the original issue and sale of the Bonds.

(9) "Report Date" means March 31 of each year, beginning in 2017.



(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, 5 240.15~2-12), as the same may be
amended from time to time.

M "SEC" means the Securities and Exchange Commission.
() "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. In such cases, Audited Financial
Statements will be provided to EMMA when and if available.

(©) 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 document so referenced is a "final official
statement” within the meaning of the Rule, such final official statement must also be available
from the MSRB.

(d) The District, or its designated agent, will provide, to EMMA, notice of any
of the following events with respect to the Bonds in a timely manner not in excess of ten (10)
business days after the occurrence of the event:
() principal and interest payment delinquencies;

(i) 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)  adverse tax opinions, 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 notices or determinations with respect to the tax status of the security, or
other material events affecting the tax status of the security;

(vii)  modifications to rights of security holders, if material;
(viii) bond calls, if material, or tender offers;
(ix)  defeasances;

x) release, substitution or sale of property securing repayment of the
securities, if material within the meaning of the federal securities law;

(xi)  rating changes;

(xii)  bankruptcy, insolvency, receivership or a similar event with
respect to the District or an obligated person;

(xiii) the consummation of a merger, consolidation, or acquisition
involving an obligated person or the sale of all or substantially all of the assets of the obligated
person, other than in the ordinary course of business, the entry into 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; and

(xiv) appointment of a successor or additional trustee, or a change of
name of a trustee, if material.

Section 4. Method of Transmission. Unless otherwise required by law and subject to
technical or economic feasibility, the District, or its designated agent, will employ such methods
of electronic or physical information transmission as are requested or recommended from time 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 action to seek specific
performance by court order to compel the District to comply with its obligations under this
Undertaking, which action will 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
under the 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 issuance and delivery of the Bonds and will extend 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 longer an "obligated person™
with respect to the Bonds within the meaning of the 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 been
repealed retroactively or otherwise do not apply to the Bonds.

Section 7. Amendments. The District may amend this Undertaking from time to time,
without the consent of any Owner, upon the District's receipt of 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 from a
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 the
time 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

(© the amendment does not materially impair the interests of the Owners.

Any Annual Financial Information containing amended operating data or 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. If an 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 present a 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. Special Funds. This Undertaking shall be subject to availability of
necessary funds from annual revenues of the District and shall not be deemed to create a general
obligation indebtedness 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 16, 2017

RUIDOSO MUNICIPAL SCHOOL
DISTRICT NO. 3

By:

President, Board of Education

By:

Superintendent
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