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Proceeds of the Series 2016A Bonds will be used for the purpose of (1) 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, providing matching funds for capital outlay projects funded
pursuant to the Public School Capital Outlay Act, or any combination of those purposes within the District and (2)
paying costs of issuance with such bonds. Proceeds of the Series 2016B Bonds will be used for the purpose of (1)
current refunding of the District’s outstanding General Obligation School Building Bonds, Series 2007 (the “Refunded
Bonds”) and (2) paying costs of issuance of such bonds.

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, 2017. As long as DTC or its nominee is the registered owner of the Bonds, reference in this
Official Statement to the 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 is the
responsibility of DTC. See “The Bonds - Book-Entry Only System”. BOKF, N.A. (or successor) is the Registrar and
Paying Agent for the Bonds.

The Series 2016A Bonds are subject to redemption prior to maturity as provided herein.
The Series 2016B Bonds are not subject to redemption prior to maturity. See "THE BONDS - Optional
Prior Redemption."”

The Bonds are general obligations of the Deming School District No. 1, Luna County, New Mexico, payable solely out
of general (ad valorem) property taxes that are required to be levied against all taxable property in the District without
limitation as to rate or amount.

The delivery of each series of the Bonds is subject to the opinions of Cuddy & McCarthy, LLP and McCall, Parkhurst &
Horton L.L.P., Co-Bond Counsel, as to the validity of the Bonds and the opinion of McCall, Parkhurst & Horton L.L.P.,
to the effect that interest on the Bonds is excludable from gross income for purposes of federal income taxation, under
existing statutes, regulations, published rulings and court decisions, as described under "Tax Matters" herein. See
"Legal Matters" and "Tax Matters" herein for a discussion of Co-Bond Counsels' opinions. Delivery of the Series
2016A Bonds is subject to the delivery of an approving opinion of the Attorney General of the State of New Mexico.
Delivery of the Series 2016B Bonds is also subject to the approval of the New Mexico Department of Finance and
Administration.

When, as and if issued, through DTC's facilities, on or about September 2, 2016.

Date of initial delivery of the Bonds.

August 1, as shown on the following page:



$9,780,000 - General Obligation School Bonds, Series 2016A

Cusip #s Cusip #s
Year Principal InterestRate  Yield 248094 Year Principal  InterestRate  Yield 248094
2017 $350,000  4.000% 0.700%  BH6 2024 $775,000  4.000% 1.550% BQ6
2018 190,000  4.000% 0.780%  BJ2 2025 775,000  4.000% 1.610% BR4
2019 690,000  4.000% 0.880%  BK9 2026 775,000  3.000% 1.710% BS2
2020 775,000  4.000% 1.020%  BL7 2027 775,000 2.000% 2.000% BTO
2021 775,000  4.000% 1.150%  BM5 2028 775,000 2.000% 2.143% BU7
2022 775,000  4.000% 1.300%  BN3 2029 775,000 2.125% 2.259% BV5
2023 775,000  4.000% 1.450%  BP8 2030 800,000  2.250% 2.356% BW3

$3,125,000 - General Obligation Refunding Bonds, Series 2016B

Cusip #s Cusip #s
Year Principal InterestRate  Yield 248094 Year Principal  InterestRate  Yield 248094
2017 $1,040,000  5.000% 0.690%  BE3 2019 $950,000  5.000% 0.880% BG8
2018 1,135,000  5.000% 0.780%  BFO
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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 initial purchaser 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 initial purchaser 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.

Co-Bond Counsel, Cuddy & McCarthy, LLP, Santa Fe, New Mexico, and McCall, Parkhurst & Horton L.L.P., Austin,
Texas, were not requested to and did not take part in the preparation of the Official Statement nor have these firms
undertaken to independently verify any of the information contained herein. Such firms have 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 Co-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 Financial Advisor
Deming Public School District RBC Capital Markets, LLC
400 Cody Road 6301 Uptown Blvd. NE, Suite 110
Deming, New Mexico 88030 Albuguerque, NM 87110

Attn: Theodore Burr Attn: Erik Harrigan
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DEMING PUBLIC SCHOOL DISTRICT NO. 1
Luna County, New Mexico

$9,780,000 - General Obligation School Bonds, Series 2016A (the “Series 2016A
Bonds”)

$3,125,000 - General Obligation Refunding Bonds, Series 2016B (the “Series 2016B
Bonds”)

INTRODUCTION

The Issuer

The District is a political subdivision of the State of New Mexico (the "State") organized for the purpose of operating
and maintaining an educational program for the school-age children residing within its boundaries. The District
encompasses approximately 2,968 square miles, which includes the City of Deming (the “City"), the Village of
Columbus and Luna County (the "County") in southwestern New Mexico. The District's 2015 assessed valuation is
$550,629,304 and its 40t day enrollment for school year 2015-16 was 5,415. See "THE DISTRICT."

The Financial Advisor

The District 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 of or assume responsibility for the accuracy, completeness,
or fairness of the information contained in the 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.

Limited Role Of Auditor

The District's auditor has not been engaged to perform and has not performed any procedures relating to this Official
Statement.

Except for a portion of 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.

Underwriter

Morgan Stanley, parent company of Morgan Stanley & Co. LLC., an underwriter of the Bonds, has entered into a
retail distribution arrangement with Morgan Stanley Smith Barney LLC. As part of the distribution arrangement,
Morgan Stanley & Co. LLC may distribute municipal securities to retail investors through the financial advisor network
of Morgan Stanley Smith Barney LLC. As part of this arrangement, Morgan Stanley & Co. LLC may compensate
Morgan Stanley Smith Barney LLC for its selling efforts with respect to the Bonds.



THE BONDS

Authority

New Mexico law enables the District to issue the Bonds including NMSA 1978, Sections 6-15-1 through 6-15-22.
The New Mexico Attorney General will provide a written approving opinion with respect to the Series 2016A Bonds.
The Series 2016B portion of the Bonds is also subject to the approval of the New Mexico Department of Finance and
Administration.

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 multiples of $5,000. Bond payments
will be made by the Paying Agent/Registrar 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.

Plan of Finance

Proceeds of the Series 2016A Bonds will be used for the purpose of (1) 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, providing matching funds for capital outlay projects funded
pursuant to the Public School Capital Outlay Act, or any combination of those purposes within the District and (2)
paying costs of issuance of the Series 2016A Bonds.

Proceeds of the Series 2016B Bonds will be used for (1) the current refunding of the District's General Obligation
School Bonds, Series 2007 maturing on and after August 1, 2016 (the “Refunded Bonds”); and (2) paying the costs
of issuance of the Series 2016B Bonds. The Series 2016B Bonds are being issued, in part, to lower the overall
annual debt service requirements of the District and to take advantage of lower interest rates to achieve economic
savings. The Refunded Bonds, maturing in the years 2017 through 2019, will be redeemed on September 2, 2016.

Security for the Bonds

The Bonds are general obligation bonds of the District and are payable from ad valorem taxes which shall be levied
against all taxable property within the boundaries of the District without limitation as to rate or amount. The Bonds
are additionally secured by the New Mexico Credit Enhancement Program as discussed in more detail under “NEW
MEXICO SCHOOL DISTRICT ENHANCEMENT PROGRAM,” herein. The District will covenant in the respective
resolution authorizing each Series of the Bonds (collectively the “Bond Resolution”) to levy, in addition to all other
taxes, direct annual ad valorem taxes sufficient to pay the principal of and interest on the Bonds. The District may
pay the principal of and interest on each respective Series of the Bonds from any funds belonging to the District,
which funds may be reimbursed from the ad valorem taxes when the same are collected.

Bond Registrar and Paying Agent

BOKF, N.A. (or successor) will serve as the Registrar (the "Registrar") and Paying Agent (the "Paying Agent") for the
Bonds. In the Bond Resolution, the District covenants to provide a Paying Agent/Registrar at all times until the
Bonds are paid, and any Paying Agent/Registrar selected by the District shall be a commercial bank, a trust
company, a financial institution or any other entity, as provided by State law, duly qualified and legally authorized to
serve and perform the duties of the Paying Agent/Registrar. The Registration Books for the Bonds will be maintained
by the Paying Agent/Registrar containing the names and addresses of the registered owners of the Bonds. In the
Bond Resolution, the District retains the right to replace the Paying Agent/Registrar. If the Paying Agent/Registrar is
replaced by the District, such Paying Agent/Registrar, promptly upon the appointment of a successor, is required to
deliver the Registration Books to the successor Paying Agent/Registrar. In the event there is a change in the Paying



Agent/Registrar for the Bonds the District has agreed to notify each registered owner of the Bonds affected by the
change by United States mail, first-class postage prepaid, at the address in the Registration Books, stating the
effective date of the change and the mailing address of the successor Paying Agent/Registrar.

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 fifteenth day of the month
preceding the interest payment date (the "Regular Record Date") at the addresses appearing in the registration
books maintained by the Registrar. In the event of a non-payment of interest on a scheduled payment date, and for
30 days thereafter, a new record date for such interest payment (a "Special Record Date") will be established by the
Paying Agent/Registrar, if and when funds for the payment of such interest have been received from the District.
Notice of the Special Record Date and of the scheduled payment date of the past due interest ("Special Payment
Date," which shall be 15 days after the Special Record Date) shall be sent at least five business days prior to the
Special Record Date by United States mail, first-class postage prepaid, to the address of each Owner of a Bond
appearing on the registration books of the Paying Agent/Registrar at the close of business on the last business day
next preceding the date of mailing of such notice.

Optional Prior Redemption

The Series 2016A Bonds maturing on or after August 1, 2026 may be redeemed prior to their scheduled maturities
on August 1, 2025, or on any date thereafter, in whole or in part, at the option of the District, with funds derived from
any available and lawful source, at the redemption price of par, plus accrued interest to the date fixed for redemption.
If the District redeems only part of the Bonds of a given maturity, the Registrar will select those Bonds by lot.

With respect to any optional redemption of the Series 2016A Bonds, unless certain prerequisites to such redemption
have been met and moneys sufficient to pay the principal of and interest on the Series 2016A Bonds to be redeemed
shall have been received by the Paying Agent/Registrar prior to the giving of such notice of redemption, such notice
shall state that said redemption may, at the option of the District, be conditional upon the satisfaction of such
prerequisites and receipt of such moneys by the Paying Agent/Registrar on or prior to the date fixed for such
redemption, or upon any prerequisite set forth in such notice of redemption. If a conditional notice of redemption is
given and such prerequisites to the redemption and sufficient moneys are not received, such notice shall be of no
force and effect, the District shall not redeem such Series 2016A Bonds and the Paying Agent/Registrar shall give
notice, in the manner in which the notice of redemption was given, to the effect that the Series 2016A Bonds have not
been redeemed.

The Series 2016B Bonds are not subject to redemption prior to maturity by the District.

Redemption Notices

The Registrar must, by first class mail, give redemption notices to the registered owners of the affected bonds and to
various securities depositories and information services not less than 30 days prior to the redemption date. Please
note that failure to give notice or any defect in such notice will affect the validity of the redemption for Series
2016A Bonds which notice was properly given. No transfer of Series 2016A Bonds called for redemption shall be
made within 45 days of the date of redemption.

While the Series 2016A Bonds remain under the Book-Entry-Only System, the Paying Agent/Registrar will send
notices only to DTC. Any problems from DTC through its system to the beneficial owners of the Series 2016A Bonds
will not affect the validity of the Bond redemption or any other action based on the Paying Agent/Registrar's notice.
Investors in the Series 2016A Bonds might consider arranging to receive redemption notices or other
communications from DTC which affect them, including notice of interest payments. See “Book-Entry Only
System” in Appendix C.



If the Paying Agent/Registrar gives proper redemption notice and the Paying Agent/Registrar holds money to pay the
redemption price of the affected Series 2016A Bonds, then on the redemption date the Series 2016A Bonds called
for redemption will become due and payable. Thereafter, no interest will accrue on those Series 2016A Bonds, and
their owners’ only right will be to receive payment of the redemption price upon surrender of those Series 2016A
Bonds to the Registrar.

Transfers and Exchanges

In the event the Book-Entry-Only System should be discontinued, the Bonds may be transferred and exchanged on
the registration books of the Paying Agent/Registrar only upon presentation and surrender thereof to the Paying
Agent/Registrar and such transfer or exchange will be without expense or service charge to the registered owner,
except for any tax or other governmental charges required to be paid with respect to such registration, exchange and
transfer. A Bond may be assigned by the execution of an assignment form on the Bond or by other instrument of
transfer and assignment acceptable to the Paying Agent/Registrar. A new Bond or Bonds will be delivered by the
Paying Agent/Registrar, in lieu of the Bond being transferred or exchanged, at the principal office of the Paying
Agent/Registrar, or sent by United States mail, first-class, postage prepaid, to the new registered owner or his
designee. To the extent possible, new Bonds issued in an exchange or transfer of Bonds will be delivered to the
registered owner or assignee of the registered owner in not more than three business days after the receipt of the
Bonds to be canceled, and the written instrument of transfer or request for exchange duly executed by the registered
owner of his duly authorized agent, in form satisfactory to the Paying Agent/Registrar. New Bonds registered and
delivered in an exchange or transfer shall be in any integral multiple of $5,000 for any one maturity and for a like
aggregate principal amount as the Bond or Bonds surrendered for exchange or transfer. See "Book-Entry-Only
System" herein.

Limitation on Transfer of Bonds

Neither the District nor the Paying Agent/Registrar are required to transfer or exchange any Bond during (i) the period
commencing at the close of business on the Record Date and ending at the opening of business on the next interest
payment date and (i) with respect to the Series 2016A Bonds called for redemption, in whole or in part, within 45
days of the date fixed for redemption; provided, however, such limitation of transfer will not be applicable to an
exchange by the registered owner of the uncalled balance of a Series 2016A Bond.

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 or 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.

Defeasance

General. The Bond Resolution provides for the defeasance of the Bonds and the termination of the pledge of taxes
and revenues and all other general defeasance covenants in the Bond Resolution under certain circumstances. Any
Bond and the interest thereon shall be deemed to be paid, retired and no longer outstanding (a "Defeased Bond")
within the meaning of the Bond Resolution when the payment of all principal and interest payable with respect to
such Bond to the due date or dates thereof (whether such due date or dates be by reason of maturity, upon



redemption, or otherwise) either (1) shall have been made or caused to be made in accordance with the terms
thereof (including the giving of any required notice of redemption) or (2) shall have been provided for on or before
such due date by irrevocably depositing with or making available to the Paying Agent/Registrar or an eligible entity
for such payment (a) lawful money of the United States of America sufficient to make such payment, (b) Defeasance
Securities (defined below) that mature as to principal and interest in such amounts and at such times as will ensure
the availability, without reinvestment, of sufficient money to provide for such payment and when proper arrangements
have been made by the District with the Paying Agent/Registrar or an eligible entity for the payment of its services
until after all Defeased Bonds shall have become due and payable or (c) any combination of (a) and (b). At such
time as a Bond shall be deemed to be a Defeased Bond, such Bond and the interest thereon shall no longer be
secured by, payable from, or entitled to the benefits of, the ad valorem taxes or revenues levied and pledged as
provided in the Bond Resolution, and such principal and interest shall be payable solely from such money or
Defeasance Securities.

The deposit under clause (2) above shall be deemed a payment of a Bond when proper notice of redemption of such
Bonds shall have been given, in accordance with the Bond Resolution. Any money so deposited with the Paying
Agent/Registrar or an eligible entity may at the discretion of the District also be invested in Defeasance Securities,
maturing in the amounts and at the times as set forth in the Bond Resolution, and all income from such Defeasance
Securities received by the Paying Agent/Registrar or an eligible trust company or commercial bank that is not
required for the payment of the Bonds and interest thereon, with respect to which such money has been so
deposited, shall be turned over to the District.

Investments. Any escrow agreement or other instrument entered into between the District and the Paying
Agent/Registrar or an eligible entity pursuant to which money and/or Defeasance Securities are held by the Paying
Agent/Registrar or an eligible trust company or commercial bank for the payment of Defeased Bonds may contain
provisions permitting the investment or reinvestment of such moneys in Defeasance Securities or the substitution of
other Defeasance Securities upon the satisfaction of certain requirements. All income from such Defeasance
Securities received by the Paying Agent/Registrar or an eligible trust company or commercial bank which is not
required for the payment of the Bonds and interest thereon, with respect to which such money has been so
deposited, will be remitted to the District.

For the purposes of these provisions, "Defeasance Securities” means direct, noncallable obligations of the United
States of America, including obligations that are unconditionally guaranteed by the United States of America.

SOURCES AND USES OF FUNDS

It is anticipated that the proceeds of the Bonds will be applied as follows:

Sources Series 2016A Series 2016B Total
Par Amount of Bonds $9,780,000.00 $3,125,000.00 $12,905,000.00
Premium 868,951.85 243,904.60 1,112,856.45
Total $10,648,951.85 $3,368,904.60 $14,017,856.45
Uses
Project Fund $10,500,000.00 $10,500,000.00
Refunding Escrow Deposit $3,310,324.72 3,310,324.72
Costs of Issuance 74,330.68 54,419.32 128,750.00
Underwriter's Discount 72,610.63 2,211.88 74,822.51
Debt Service Fund 2,010.54 1,948.68 3,959.22

Total

$10,648,951.85

$3,368,904.60

$14,017,856.45



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 general obligation 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, including
mandamus, may have to be enforced from year to year.

The enforceability of the rights and remedies of the owners of the Bonds, and the obligations incurred by the District
in issuing the Bonds, 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 Bonds 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, § § 22-18-1 et. seq. in the first session of 2003 by adding § 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, 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.

The rating for the New Mexico School District Enhancement Program is Aal with a stable outlook.

By request, Moody's will assign the Aal 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 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 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. An issuance of refunding bonds does not have to be submitted to a vote of the
qualified electors of the District. The Series 2016B Bonds are refunding Bonds.

The assessed valuation of taxable property within the District is $550,629,304 for tax year 2015. Therefore, the
maximum general obligation debt may not exceed $33,037,758.

After the Bonds are issued, the ratio of total outstanding net general obligation debt of the District to the 2015
assessed valuation will be no greater than 4.84% as summarized:

2015 Assessed Valuation $550,629,304
2015 Estimated Actual Valuation $1,908,716,811
Bonded Debt

Current Total Outstanding (Including the Bonds) $28,885,000 @

Less Debt Service Fund Balance © 2,214,641
NET DEBT $26,670,359
Ratio of Estimated Net Debt to 2015 Assessed Valuation: 4.84%
Ratio of Estimated Net Debt to 2015 Estimated Actual Valuation: 1.40%
Per Capita Net Bonded Debt $984.15
Est Populaton: 27,100

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

(2) Excludes the Refunded Bonds. Outstanding as of 8/23/2016

(3) The cash balance as of June 15, 2016 was $2,943,223.14. The amount properly
attributable to principal reduction is 73.48%.



Selected Debt Ratios

2015 Assessed Valuation
2015 Estimated Actual Valuaton ®

District General Obligation
Debt Outstanding (Including the Bonds)

District Net General Obligation Debt
District Net Debt as a Percentage of
Assessed Valuation
Estimated Actual Valuation

Estimated Direct & Overlapping G/O Debt

Direct & Overlapping Debtas a Percentage of

Assessed Valuation
Estimated Actual Valuation

Estimated Population
District Net Debt Per Capita
Direct & Overlapping Debt Per Capita

2015 Tax Year
$550,629,304
$1,908,716,811

S

28,885,000

$26,670,359

4.84%
1.40%

$32,554,450

5.91%
1.71%

27,100
$984.15
$1,201.27

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

valuation and multiplying the result by three.

(2) Excludes the Refunded Bonds. Amount outstanding as of 8/23/2016

Outstanding Debt

The District has never defaulted in the payment of any of its debt or other obligations.

Original Amount

Series lssued
2007 $6,000,000
2014 9,500,000
2015 9,480,000
2016A 9,780,000
2016B 3,125,000

$37,885,000

(1) After refunding.

Principal

Final Maturity Qutstanding as

01-Aug-19
01-Aug-28
01-Aug-29
01-Aug-30
01-Aug-19

of 8/23/2016
$0
7,700,000
8,280,000
9,780,000
3,125,000
$28,885,000



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. Below is a
summary of the currently scheduled principal and interest on the District's outstanding debt as well as the principal
and interest payments on the Bonds.

Current Requirements @ Series 2016A Bonds Series 2016B Bonds Total Requirements

Year Principal Interest Total Principal Interest Total Principal Interest Total Principal Interest Total
2017 $1,100,000 $380,350  $1,480,350 $350,000 $296,026 $646,026  $1,040,000 $142,795 $1,182,795 $2,490,000 $819,171  $3,309,171
2018 1,250,000 357,600 1,607,600 190,000 309,919 499,919 1,135,000 104,250 1,239,250 2,575,000 771,769 3,346,769
2019 930,000 332,100 1,262,100 690,000 302,319 992,319 950,000 47,500 997,500 2,570,000 681,919 3,251,919
2020 1,450,000 313,125 1,763,125 775,000 274,719 1,049,719 2,225,000 587,844 2,812,844
2021 1,250,000 282,875 1,532,875 775,000 243,719 1,018,719 2,025,000 526,594 2,551,594
2022 1,300,000 256,250 1,556,250 775,000 212,719 987,719 2,075,000 468,969 2,543,969
2023 1,200,000 225,500 1,425,500 775,000 181,719 956,719 1,975,000 407,219 2,382,219
2024 1,350,000 197,000 1,547,000 775,000 150,719 925,719 2,125,000 347,719 2,472,719
2025 1,450,000 165,125 1,615,125 775,000 119,719 894,719 2,225,000 284,844 2,509,844
2026 1,500,000 129,500 1,629,500 775,000 88,719 863,719 2,275,000 218,219 2,493,219
2027 1,400,000 91,000 1,491,000 775,000 65,469 840,469 2,175,000 156,469 2,331,469
2028 1,400,000 54,000 1,454,000 775,000 49,969 824,969 2,175,000 103,969 2,278,969
2029 400,000 14,000 414,000 775,000 34,469 809,469 1,175,000 48,469 1,223,469
2030 800,000 18,000 818,000 800,000 18,000 818,000

$15,980,000 $2,798,425 $18,778,425 $9,780,000 $2,348,201 $12,128,201  $3,125,000 $294,545 $3,419,545 $28,885,000 $5,441,171 $34,326,171

(1) Does not include the Refunded Bonds.

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 the outstanding debt of the District, the calculation takes into
account debt attributable to other taxing entities that are the responsibility of taxpayers within the boundaries of the
District. Revenue bonds are not payable from property taxes.

2015 G/O Debt Percent
Assessed Value Outstanding Applicable Amount

State of New Mexico $58,412,964,620 $389,270,000 0.94% $3,669,450
Luna County 550,629,304 - 100.00% -
City of Deming 245,195,401 - 100.00% -
Village of Columbus 14,243,177 - 100.00% -
Deming Public Schools 550,629,304 28,885,000 @ 100.00% 28,885,000
Total Direct & Overlapping $32,554,450
(1) Does not include the refunded bonds.

Ratio of Estimated Direct & Overlapping Debt to 2015 Assessed Valuation: 5.91%
Ratio of Direct & Overlapping Debtto 2015 Estimated Actual Valuation: 1.71%
Per Capita Direct & Overlapping Debt: $1,201.27
Population: 27,100



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 percent is legally subject to ad valorem taxes. This means the assessment
ratio is 33 1/3%. After deduction of certain personal exemptions, the Districts 2015 assessed valuation is
$550,629,304. The actual value of personal property within the District (see "Assessments" below) is determined by
the County Assessor.

The actual value of certain corporate property within the District (see "Central Assessments" below) is determined by
the State of New Mexico, Taxation and Revenue Department, Property Tax Division. The analysis of assessed
valuation for 2015 and the previous four years follows.

2011 2012 2013 2014 2015 2016*
Assessments

Value of Land $110,363,230 $111,470,346 $114,257,696 $114,778,324 $118,682,805

Improvements 301,726,390 306,903,549 310,129,150 312,227,011 317,823,711

Personal Property 17,679,732 17,656,679 22,977,094 26,113,237 18,046,112

Mobile Homes 27,466,389 28,007,337 28,370,417 28,865,930 28,773,488

Livestock 6,986,333 8,234,298 8,434,244 7,641,461 10,948,912

Assessor's Total Value 464,222,074 472,272,209 484,168,601 489,625,963 494,275,028 -

Less Exemptions

Head of Family 9,154,415 9,155,140 9,139,854 8,829,696 8,779,375

Veterans 4,870,069 4,783,329 4,721,929 4,392,389 4,255,734

Other 69,627,996 73,071,504 71,540,911 71,868,545 72,574,524

Total Exemptions 83,652,480 87,009,973 85,402,694 85,090,630 85,609,633 -
Assessors Net Valuation 380,569,594 385,262,236 398,765,907 404,535,333 408,665,395 395,081,008
Central Assessed 129,087,914 135,010,387 140,371,897 146,047,423 141,963,909 161,496,326

Total Assessed Valuation $509,657,508 $520,272,623 $539,137,804 $550,582,756 $550,629,304 $556,577,334

Residential $231,812,000 $234,099,234 $237,356,131 $240,022,715 $243,299,437 $237,167,912

Non-Residential 277,845,508 286,173,389 301,781,673 310,560,041 307,329,867 319,409,422

$509,657,508 $520,272,623 $539,137,804 $550,582,756 $550,629,304 $556,577,334

* Preliminary
Source: State of New Mexico, Taxation & Revenue Department, Property Division, and Luna County Assessor's Office
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Major Taxpayers

The following is a list of the ten largest taxpayers in the District, along with the 2015 assessed valuation for each.
Property taxes are current for these taxpayers. This table is useful in assessing the concentration risk of the tax
base. The ten largest taxpayer's assessed valuation is 25.1% of the District's total 2015 assessed value.

Taxpayer Business 2015 Assessed

Valuation % of District A.V.

Union Pacific Railway $36,242,126 6.6%
Public Service Company of NM Utility 30,110,393 5.5%
El Paso Natural Gas Co. Pipeline 18,976,908 3.4%
Tucson Electric Electric Generation 16,421,883 3.0%
BN & SF Railway 10,905,534 2.0%
SFPPLP Pipeline 10,223,945 1.9%
El Paso Electric Co. Utility 4,707,633 0.9%
Columbus Electric Co-op Utility 4,304,207 0.8%
Caballo Dairy Retail 3,536,000 0.6%
Wal-Mart Stores EastLTD Retail 2,789,162 0.5%
Total $138,217,791 25.1%
District's 2015 Assessed Valuation 550,629,304

Source: Luna County Assessor's Office

School Tax Rates

The following table shows the historical school tax levies on property within the District since the 2011 tax year (2010-
11 fiscal year). The Two Mill Levy, a capital improvements tax imposition, is renewed every six years, most recently
in February 2013.

This table breaks down the District’s total tax rate shown in the next table.

Tax year Resiﬂ?eral\ﬂ;rj;lesid. ResTiV(\il.o Mli\:lolr-l‘-e;Zsid. /0 Bonds Elglo:?;h Tc‘;tearlv[i:eebt Resid. Tolilg(()ln-Resid.
2011 0.472 0.500 1.976 2.000 3.405 2.204 5.609 8.057 8.109
2012 0.484 0.500 2.000 2.000 3.356 2.220 5.576 8.060 8.076
2013 0.492 0.493 2.000 2.000 3.378 2.533 5911 8.403 8.404
2014 0.495 0.484 2.000 1.965 5.792 - 5.792 8.287 8.241
2015 0.498 0.500 2.000 2.000 6.234 - 6.234 8.732 8.734

Source: New Mexico Department of Finance & Administration.
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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 the 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. The following table summarizes the tax situation on
residential property for the 2015 tax year and the previous four years. The District expects no change in the level of
its taxes in the foreseeable future but is unable to predict what overlapping entities might do. A high level of taxation
may impact the District’s ability to repay its general obligation bonds.

Within 20 Mill Limit for General Purposes

2015 2014 2013 2012 2011
State of New Mexico 0.000 0.000 0.000 0.000 0.000
Luna County 9.931 9.874 9.809 9.651 9.409
City of Deming 4.418 4.389 4.317 2.736 2.653
Deming Schools 0.498 0.495 0.492 0.484 0.472
Total 14.847 14.758 14.618 12.871 12.534

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

State of New Mexico 1.360 1.360 1.360 1.360 1.362
Luna County 0.000 0.000 0.000 0.000 0.000
City of Deming 0.000 0.000 0.000 0.000 0.000
Deming Schools 8.234 7.792 7911 7.576 7.585
Total 9.594 9.152 9.271 8.936 8.947
Total Levy
State of New Mexico 1.360 1.360 1.360 1.360 1.362
Luna County 9.931 9.874 9.809 9.651 9.409
City of Deming 4418 4.389 4.317 2.736 2.653
Deming Schools 8.732 8.287 8.403 8.060 8.057
Total Residential - Deming 24.441 23.910 23.889 21.807 21.481
Total Non-Residential - Deming 26.419 25.445 25.921 24.261 24.297
Total Residential - Columbus 23.647 23.228 23.349 22.773 22.496
Total Non-Residential - Columbus 28.989 28.255 28.541 27.917 28.694

Source: State of New Mexico, Department of Finance & Administration
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Yield Control Limitations

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 that will produce revenues that 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. However, if that
percentage is less than 100%, 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, "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 NMSA 1978, Sections
7-36-21.2 and 7-36-21.3.

NMSA 1978, Section 7-36-21.2, establishes a statewide limitation on residential property valuation increases
beginning in tax year 2001 (the “Statutory Valuation Cap on Residential Increases”). 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;

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 NMSA 1978, Section 7-36-21.3.

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. This decision was appealed to the New
Mexico Supreme Court. The Supreme Court affirmed this decision on June 30, 2014. 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 within the boundaries of the District.
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NMSA 1978, Section 7-36-21.3 places a limitation on the increase in value for property taxation purposes for single-
family dwellings occupied by low-income owners who are 65 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
NMSA 1978, Section 7-36-21.3 limitation does not apply to:

1. Property that is being valued for the first time;
2. A change in valuation resulting from physical improvements made to the property in the preceding year; and

3. Achange in valuation resulting from a change in the zoning or permitted use of the property in the preceding
year.

Tax Collections

The level of tax collections is an important component in the analysis of the ability to pay principal and interest on a
timely basis. General property taxes, with the exception of those taxes on oil and gas production and equipment 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 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 the County Treasurer collects taxes are as
follows:

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
2015 15/16 $14,203,984 $12,757,183 89.81% $12,757,183 89.81%
2014 14/15 13,302,688 12,064,149 90.69% 12,584,278 94.60%
2013 13/14 12,319,797 11,183,706 90.78% 11,918,268 96.74%
2012 12/13 12,009,566 10,948,175 91.16% 11,676,638 97.23%
2011 11/12 11,543,417 10,503,703 90.99% 11,392,875 98.70%
2010 10/11 11,041,769 10,028,129 90.82% 10,833,409 98.11%

(1) Current collections through June 30 of each year except for FY 2015/16

(2) As of May 2016

Source: Luna County Treasurer's Office

Interest on Delinquent Taxes

Pursuant to NMSA 1978, Section 7-38-49, if property taxes are not paid for any reason within 30 days after the date
they are due, interest on the unpaid taxes shall accrue from the 30th day after they are due until the date they are
paid. Interest accrues at the rate of 1% per month or any fraction of a month.

Penalty for Delinquent Taxes

Pursuant to NMSA 1978, Section 7-38-50, if property taxes become delinquent, a penalty of 1% of the delinquent tax
for each month, or any portion of a month, they remain unpaid must be imposed, but the total penalty shall not
exceed 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 intent to defraud by the property owner, 50% of the property tax due
or $50.00, whichever is greater, shall be added as a penalty.

14



Remedies Available for Non-Payment of Taxes

Pursuant to NMSA 1978, Section 7-38-47, property taxes are the personal obligation of the person owning the
property on the date upon 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 NMSA 1978, Section 7-38-65, delinquent
taxes on real property may be collected by selling the real property on which taxes are delinquent.

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

THE DISTRICT

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

The District encompasses all of Luna County and is located in southwestern New Mexico. The District contains
approximately 2,968 square miles with an estimated population of 27,100. The District operates seven elementary
schools, one middle school, one intermediate school, one high school and one alternative high school.

School District Powers

The District's powers are subject to regulations adopted by the New Mexico Public Education Department (“PED”).
Pursuant to an amendment to Article XII, Section 6 of the New Mexico Constitution, adopted at a special election
held September 23, 2003, the Secretary of Education (the “Secretary”) is the governing authority and has control,
management, and direction of all public schools pursuant to power provided by law. The Secretary further exercises
supervision and authority over the PED. Generally, the powers of the Secretary and the PED include determining
policy regarding operations of all public schools, designating courses of instruction, adopting regulations, determining
qualifications for teachers, counselors and their assistants, and prescribing minimum educational standards. The
Secretary may order the creation or consolidation of school districts.

Management

The District Board (the "Board"), subject to regulations of the Secretary of the PED, develops educational policies for
the District. The Board employs a superintendent of schools, delegates administrative and supervisory functions to
the superintendent, including fixing the salaries of all employees, reviews and approves the annual District budget,
has the capacity to sue and be sued, contracts, leases, purchases and sells for the District, acquires and disposes of
all property, develops educational policies subject to rules of the PED and adopts regulations pertaining to the
administration of all powers or duties of the Board. 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 District Board Members
are:

Ron Wolf, President Dr. Francine Jacobs, Member;
term expires March 1, 2017 term expires March 1, 2019
John Sweetser, Vice President; Matt Robinson, Member;

term expires March 1, 2017 term expires March 1, 2019

William Bayne Anderson, Secretary,
term expires March 1, 2019

The Superintendent of Schools is selected by and serves at the discretion of the Board. All other staff members are
selected by the Superintendent with the approval of the Board. The current Administrative Staff is:
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Dr. Daniel J. Lere, Superintendent of Schools

Theodore L. Burr, Associate Superintendent 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 risk related
insurance to the District such as worker'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. The
Insurance Authority also provides group health insurance to the District.

Enrollment

The District's enrollment has increased 2.89% over the 2014-15 school year. Set forth below is the District's
enrollment for the school years 2011-12 through 2015-16 including special education and bilingual students. For a
discussion of the relationship between student enroliment and amounts of financial support provided by the State for
public schools, see “FINANCES OF THE EDUCATIONAL PROGRAM - SOURCES OF REVENUES".

School Year  Enrollment % Change Over
Previous Year

2011-12 5,259 1.39%
2012-13 5,268 0.17%
2013-14 5,187 -1.54%
2014-15 5,263 1.47%
2015-16 5,415 2.89%

Source: New Mexico Public Education Department
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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 both the
judicial and legislative processes. As a result, the District cannot anticipate with certainty all of the factors that may
influence the financing of its future activities. There is no assurance that there will not be any change in,
interpretation of or additions to the applicable laws, provisions and regulations that would have a material effect,
directly or indirectly, on the affairs of the District.

Sources of Revenues for General Fund

The General Fund is used to account for resources of the operational fund, student activity funds and other resources
not accounted for in another fund. The sources of revenue for the District's General Fund are:

Local Revenues - Local revenues are a minor source of revenue to the District made up, 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 2014, the District received $711,930 from local sources.

Federal Revenues - Another minor 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 2014,
the District received $224,911 in federal revenues for its General Fund.

State Revenues - The District's largest source of annual revenue is derived from the State Equalization Guarantee
distribution described below. During fiscal year 2014, the District received $37,488,936 from state sources. Such
payments represented approximately 98% of actual fiscal year 2014 General Fund Revenues.

State Equalization Guarantee Program

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 an 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 costs 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
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.
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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:

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

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

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

In addition, the equalization funding for a district is based on previous year's enrollment rather than current year
enroliment.

SEG payments to the District are as follows:

Program
Year Unit Factor Amount
2011-2012 3,585.97 35,034,020
2012-2013 3,668.18 35,493,665
2013-2014 3,817.55 36,713,081
2014-2015 4,005.75 38,552,856
2015-2016 4,027.75 38,005,575

Source: New Mexico Public Education Department

The PED receives federal mineral-leasing funds from which it makes annual allocations to the District for purchasing
textbooks. In fiscal year 2014, the District received $224,911 for textbook purchases.

The District is also reimbursed by the State for the costs of transporting pupils to and from school. These payments
are based upon a formula consisting of the number of students per square mile that are transported. In fiscal year
2014 the District received $2,300,550 for transportation purposes.
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Balance Sheet

Listed below is the Balance Sheet (General Fund only) for fiscal years 2011 through 2015. 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:/lwww.saonm.org/audit_reports.

BALANCE SHEET - GENERAL FUND ®

Year Ending June 30 2011 2012 2013 2014 2015
Assets:

Cash & investments $4,756,812 $3,873,557 $4,155,090 $2,844,052 $2,676,479
Receivables 22,675 21,462 17,346 21,438 21,611
Due from Other Funds 271,331 724,969 173,747 161,300 208,580
Due from Other Governments 242,724 298,117 58,204 - -
Inventory 231,552 234,807 216,903 197,730 222,290
TOTAL $5,525,094 $5,152,912 $4,621,290 $3,224,520 $3,128,960
Liabilities:

Accounts Payable 236,542 360,224 338,040 407,921 247,097
Interfund Payable 4,408 4,408 5,564 5,564 5,564
Deferred Revenues 16,259 14,064 10,462 16,131 14,647
TOTAL 257,209 378,696 354,066 429,616 267,308
Fund Equity:

Reserved for inventory 231,552 234,807 216,903 197,730 222,290
Restricted - - - - 171,356
Undesignated 5,036,333 4,539,409 4,050,321 2,597,174 2,468,006
TOTAL 5,267,885 4,774,216 4,267,224 2,794,904 2,861,652
Total Liabilities and Fund Equity $5,525,094 $5,152,912 $4,621,290 $3,224,520 $3,128,960

(1) General Fund includes Operational, Transportation and Instructional Materials.
Source: The figures above have been extracted from the District's audited financial statements. Such figures are excerpts only and do not purport
to be complete. A portion of the independent audit report for the year ended June 30, 2015 is attached as Appendix B.
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Statement of Revenues, Expenditures & Changes in Fund Balances

Listed below is the Statement of Revenues and Expenditures (General Fund only) for fiscal years 2011 through 2015.
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.

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

Year Ending June 30 2011 2012 2013 2014 2015
Revenues:

Property Taxes $235,332 $249,958 $252,356 $258,798 $269,700
Fees and Charges 488,214 336,374 485,828 437,630 374,270
State Sources 35,833,956 36,863,025 37,093,732 37,488,936 39,862,487
Federal Sources 421,067 301,631 230,000 224,911 297,966
Investment Earnings 7,804 5,904 4,470 4,081 2,975
Miscellaneous 35,674 35,121 112,144 11,421 137,205
Total Revenues $37,022,047 $37,792,013 $38,178,530 $38,425,777 $40,944,603

Expenditures:

Instruction $19,054,147 $21,440,084 $22,072,728 $22,768,683 $23,406,866
Support Services - Students 3,367,425 3,191,510 3,188,988 3,503,868 3,742,104
Support Services - Instruction 733,028 808,727 492,506 1,082,943 1,293,708
Support Services - General Administration 1,121,095 1,201,878 1,279,353 1,055,511 1,023,821
Support Services - School Administration 2,354,915 2,530,628 2,462,580 2,384,598 2,457,859
Central Services 1,518,197 1,425,715 1,358,073 1,137,495 1,013,572
Operation & Maintenance of Plant 5,343,994 5,499,465 5,538,012 5,600,436 5,669,075
Student Transportation 2,015,608 2,088,213 2,176,328 2,300,550 2,243,887
Other Support Services 14,341 22,002 75,186 64,013 26,963
Capital Outiay 41,936 77,460 41,768 -

Total $35,564,686 $38,285,682 $38,685,522 $39,898,097 $40,877,855
Excess revenues over expenditures $1,457,361 ($493,669) ($506,992) ($1,472,320) $66,748
Fund Balance Beginning of Year 3,810,524 5,267,885 4,774,216 4,267,224 2,794,904
Transfers/Refunds/Adjustments - - - - -
Fund Balance at End of Year $5,267,885 $4,774,216 $4,267,224 $2,794,904 $2,861,652

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

Source: The figures above have been extracted from the District's audited financial statements. Such figures are excerpts only and do not purport to be
complete. A portion of the independent audit report for the year ended June 30, 2015 is attached as Appendix B.

Note: In the years immediately prior to 2012, the District had increased its General Fund balance to $5,267,885 or
approximately 14.8% of expenditures in anticipation of the need to eventually draw on those increased funds. In the
years 2012 through 2014, the District has been reducing its General Fund balance as shown in the audited figures
above. The District has further indicated that it expects to incur additional deficits for fiscal years ending 2015 and
2016 before reaching a General Fund balance of 5% of expenditures. The District also notes that it has a fund
balance of $2.4 million in its Cafeteria Fund (see page 77 of the 2014 Audited Financial Statements) that is legally
available to transfer into the General Fund in case of emergencies.
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Title | Special Revenue Funds

The Special Revenue Fund program is used to provide supplemental educational opportunity for academically
disadvantaged children residing in the area. Campuses are identified for program participation by the percentage of
students on free or reduced price lunches. Any school with a free and reduced price lunch percentage that is equal to
or greater than the total district percentage becomes eligible for program participation. Any student whose test
scores fall below District established criteria and who is attending a Title | campus is eligible to receive Title |
services. Poverty is the criteria that identify a campus; educational need determines the students to be served. These
funds are allocated to the District through PED. Authority is Part A of Chapter | of Title | of Elementary and
Secondary Education Act (ESEA) of 1965, as amended, Public Law 103-383.

Debt Service

The Debt Service Fund is used to account for accumulation of resources for, and the payment of, general long-term
debt principal, interest and related costs.

Bond Building Capital Projects

The Bond Building Capital Projects Fund is used to account for bond proceeds plus any income earned thereon. The
proceeds are restricted for the purpose of making additions to any furnishing of school buildings, or purchasing or
improving school grounds or any combination thereof, as approved by the voters of the District.

Agency Funds

The Agency Funds account for assets held by the District in a trustee capacity or as an agent for individuals, private
organizations, other governments and/or other funds.

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:

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

e Before June 20 of each year, the District Board must hold a public hearing to fix the estimated budget for the
next school year.

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

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 the
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 the PED except upon the District’s request
to the PED. Instances 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, the PED may order a special public hearing to consider the requested
increase.
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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 the 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 the 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.

Retirement Plan

ERB Pension Plan

Employees of the District participate in a public employee retirement system authorized under the Educational
Retirement Act (“ERA"). The Educational Retirement Board (“ERB"), pursuant to NMSA 1978, Section 22-11-6, is
the administrator of the plan, which is a cost-sharing, multiple-employer defined benefit retirement plan. The plan
provides for retirement benefits, disability benefits, survivor benefits, and cost-of-living adjustments to plan members
and beneficiaries. The ERB issues a separate, publicly available financial report that includes financial statements
and required supplementary information of the plan. That report is available on the ERB’s website at

www.nmerb.org.

Funding Policy

The contribution requirements of defined benefit plan members and the Deming Public Schools 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 7.9% 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
Deming Public Schools were $3,869,274 for the year ended June 30, 2015. The District’s contribution requirements
for the fiscal years ending June 30, 2014, 2013, and 2012 were $6,225,914, $5,471,646, and $5,587,272,
respectively.

Recent Legislative Changes

Recent legislative changes enacted during the 2009, 2010, 2011, 2012 and 2013 legislative sessions also amended
various provisions of the ERA, to improve the long-term stability of the fund. Senate Bill 115 (Chapter 61, Laws 2013)
(“SB-115") below is the most recent legislative action.

Senate Bill 115 (“SB-115") amends the ERA. The law increases employee contributions for members whose salary
exceeds $20,000 per year to 10.1% in fiscal year 2014 and 10.7% beginning in fiscal year 2014; keeps in place
scheduled increases in employer contribution rates; creates a new tier membership for persons who become
members of the ERB fund on or after July 1, 2013; creates certain actuarial limitations on benefits of new tier
members; places limitations on future cost of living adjustments (“COLA") for current and future retirees which are
tied to the future funded ratios of the plan; and makes certain other clarifying and technical changes. The projected
actuarial funded ratio in 2043 with changes made by SB-115 is 100.7%.

In July 2012, the ERB adopted goals of achieving a 95%, plus or minus 5%, funded ratio by 2040. The amendments
to the ERA made through enactment of SB-115 are intended to assist the ERB in achieving these goals.

ERB pensions are adjusted annually by a COLA beginning on the later of either July 1 of the year in which a member
reaches age 65 or July 1 following the year a member retires. SB-115 reduces the amount of the COLA until the ERB
is 100% funded. The amount of the adjustment is determined by the change in the Consumer Price Index (“CPI"), the
retiree’s pension amount and the retiree’s service credit. Pensions cannot be decreased if there is a decrease in the
CPI.
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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 Deming Public Schools reported
a liability of $56,421,681 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 NMSA 1978, Section 22-11-21. At June 30,
2014, the District's proportion was .98886%, which was a decrease of .0142 percent from its proportion measured as
of June 30, 2013. For the year ended June 30, 2015, the Deming Public Schools recognized pension expense of
$3,676,392.

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

Fscal 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

Post-Employment Benefits

The Retiree Health Care Act created the Retiree Healthcare Fund (“Fund”), administered by the New Mexico Retiree
Health Care Authority (“NMRHCA?), for the purpose of providing eligible retirees, their spouses and dependents, and
surviving spouses and dependents with healthcare insurance. Payments are made to the Fund on a pay-as-you-go
basis by eligible employers and eligible retirees.

Each participating employer, including the District, makes contributions to the Fund in the amount of 2.00% of each
participating employee’s annual salary for fiscal year ending June 30, 2013, and subsequent periods. Similarly,
contributions for participating employees who are not members of the enhanced retirement plan will be 1.0% for fiscal
year ending June 30, 2013, and subsequent periods. Contributions for participating employees who are members of
the enhanced retirement plan will be 1.25% for fiscal year ending June 30, 2013, and subsequent periods. The
NMRHCA issues a separate, publicly available audited financial report, and it may be requested by writing to the
NMRHCA, 4308 Carlisle NE, Albuguerque, NM 87107.

The Deming Public Schools contributions to the RHCA for the years ended June 30, 2015, 2014, and 2013 were
$555,879, $545,131, and $549,154, respectively, which equal the required contributions for each year.

Based on the Governmental Accounting Standards Board ("GASB") Statement 43 valuation for the fiscal year ended
June 30, 2006, and assuming that the Fund is an equivalent arrangement to an irrevocable trust and then using a
discount rate of 5.0%, the unfunded actuarial accrued liability ("UAAL") has been calculated to be approximately $4.1
billion. As required by GASB Statement 43, this calculation takes into consideration only current assets of the Fund.
The Legislative Council, the Legislative Finance Committee, the Governor and the NMRHCA, as required by statute,
established a working group that, among other things, examined the options to improve the actuarial soundness of
the Fund and reported its findings to the Governor, the New Mexico Legislative Council, the Legislative Finance
Committee and the NMRHCA.

Recent actions by the NMRHCA improved its financial outlook. As recently as January 2008, the Fund was projected
to be insolvent by June 2014. The NMRHCA recently increased premiums paid by retirees in response to

23



recommendations from the Legislature in 2008. These actions increased the projected solvency period to
approximately June 2020. The NMRHCA also established as policy that premium increases going forward should
track medical trend increases. In the past, premium increases were substantially lower than medical inflation, which
was a leading contributor to declining solvency. Under current law, the District is not responsible for any future
deficiencies in the Fund.

TAX MATTERS

Federal Income Tax Opinion

On the date of initial delivery of the Bonds, McCall, Parkhurst & Horton L.L.P., Austin, Texas, will render its opinion
that, in accordance with statutes, regulations, published rulings and court decisions existing on the date thereof
("Existing Law"), (1) interest on the Bonds for federal income tax purposes will be excludable from the "gross income”
of the holders thereof and (2) the Bonds will not be treated as “specified private activity bonds” the interest of which
would be included as an alternative minimum tax preference item under Section 57(a)(5) of the Internal Revenue
Code of 1986 (the "Code"). Except as stated in this subsection and the subsection "New Mexico Income Tax
Opinion," Co-Bond Counsel will express no opinion as to any other federal, state or local tax consequences of the
purchase, ownership or disposition of the Bonds. See Appendix-D Forms of Opinion of McCall, Parkhurst & Horton
L.L.P.

In rendering its opinion, McCall, Parkhurst & Horton L.L.P. will rely upon (a) the District’s federal tax certificate and
(b) covenants of the District with respect to arbitrage, the application of the proceeds to be received from the
issuance and sale of the Bonds and certain other matters. Failure of the District to comply with these representations
or covenants could cause the interest on the Bonds to become includable in gross income retroactively to the date of
issuance of the Bonds.

The Code and the regulations promulgated thereunder contain a number of requirements that must be satisfied
subsequent to the issuance of the Bonds in order for interest on the Bonds to be, and to remain, excludable from
gross income for federal income tax purposes. Failure to comply with such requirements may cause interest on the
Bonds to be included in gross income retroactively to the date of issuance of the Bonds. The opinion of McCall,
Parkhurst & Horton L.L.P. is conditioned on compliance by the District with such requirements, and McCall, Parkhurst
& Horton L.L.P. has not been retained to monitor compliance with these requirements subsequent to the issuance of
the Bonds.

The opinions rendered by McCall, Parkhurst & Horton L.L.P. represent its legal judgment based upon its review of
Existing Law and the reliance on the aforementioned information, representations and covenants. The opinions
rendered by McCall, Parkhurst & Horton L.L.P. are not a guarantee of a result. Existing Law is subject to change by
the Congress and to subsequent judicial and administrative interpretation by the courts and the Department of the
Treasury. There can be no assurance that Existing Law or the interpretation thereof will not be changed in a manner
which would adversely affect the tax treatment of the purchase, ownership or disposition of the Bonds.

A ruling was not sought from the Internal Revenue Service by the Issuer with respect to the Bonds or the property
financed or refinanced with proceeds of the Bonds. No assurances can be given as to whether the Internal Revenue
Service will commence an audit of the Bonds, or as to whether the Internal Revenue Service would agree with the
opinion rendered by McCall, Parkhurst & Horton L.L.P. If an audit is commenced, under current procedures the
Internal Revenue Service is likely to treat the District as the taxpayer and the Bondholders may have no right to
participate in such procedure. No additional interest will be paid upon any determination of taxability.

New Mexico Income Tax Opinion

On the date of initial delivery of the Bonds, Cuddy & McCarthy, LLP and McCall, Parkhurst & Horton L.L.P. will render
their opinions that interest on the Bonds will be excluded from net income for purposes of New Mexico state income
tax. Cuddy & McCarthy, LLP, expresses no opinion as to any other federal, state or local tax consequences, except
as described in this subsection.

24



Federal Income Tax Accounting Treatment of Original Issue Discount

The initial public offering price to be paid for one or more maturities of the Bonds may be less than the principal
amount thereof of one or more periods for the payment of interest on the bonds may not be equal to the accrual
period or be in excess of one year (the “Original Issue Discount Bonds”). In such event, the difference between (1)
the “stated redemption price at maturity” of each Original Issue Discount Bond, and (2) the “initial offering price to the
public” of such Original Issue Discount Bond would constitute original issue discount. The “stated redemption price
at maturity” means the sum of all payments to be made on the bonds less the amount of all periodic interest
payments. Periodic interest payments are payments which are made during equal accrual periods (or during any
unequal period if it is the initial or final period) and which are made during accrual periods, which do not exceed one
year.

Under existing law, any owner who has purchased such Original Issue Discount Bond in the initial public offering is
entitled to exclude from gross income (as defined in section 61 of the Code) an amount of income with respect to
such Original Issue Discount Bond equal to that portion of the amount of such original issue discount allocable to the
accrual period. For a discussion of certain collateral federal tax consequences, see the discussion set forth below.

In the event of the redemption, sale or other taxable disposition of such Original Issue Discount Bond prior to stated
maturity, however, the amount realized by such owner in excess of the basis of such Original Issue Discount Bond in
the hands of such owner (adjusted upward by the portion of the original issue discount allocable to the period for
which such Original Issue Discount Bond was held by such initial owner) is includable in gross income.

Under existing law, the original issue discount on each Original Issue Discount Bond is accrued daily to the stated
maturity thereof (in amounts calculated as described below for each six-month period ending on the date before the
semiannual anniversary dates of the date of the Bonds and ratably within each such six-month period) and the
accrued amount is added to an initial owner's basis for such Original Issue Discount Bond for purposes of
determining the amount of gain or loss recognized by such owner upon the redemption, sale or other disposition
thereof. The amount to be added to basis for each accrual period is equal to (a) the sum of the issue price and the
amount of original issue discount accrued in prior periods multiplied by the yield to stated maturity (determined on the
basis of compounding at the close of each accrual period and properly adjusted for the length of the accrual period)
less (b) the amounts payable as current interest during such accrual period on such Original Issue Discount Bond.

The federal income tax consequences of the purchase, ownership, redemption, sale or other disposition of Original
Issue Discount Bonds which are not purchased in the initial offering at the initial offering price may be determined
according to rules which differ from those described above. All owners of Original Issue Discount Bonds should
consult their own tax advisors with respect to the determination for federal, state and local income tax purposes of
the treatment of interest accrued upon redemption, sale or other disposition of such Original Issue Discount Bonds
and with respect to the federal, state, local and foreign tax consequences of the purchase, ownership, redemption,
sale or other disposition of such Original Issue Discount Bonds.

Collateral Federal Income Tax Consequences

The following discussion is a summary of certain collateral federal income tax consequences resulting from the
purchase, ownership or disposition of the Bonds. This discussion is based on existing statutes, regulations,
published rulings and court decisions, all of which are subject to change or modification, retroactively.

The following discussion is applicable to investors, other than those who are subject to special provisions of the
Code, such as financial institutions, property and casualty insurance companies, life insurance companies, individual
recipients of Social Security or Railroad Retirement benefits, individuals allowed an earned income credit, certain S
corporations with accumulated earnings and profits and excess passive investment income, foreign corporations
subject to the branch profit tax, taxpayers qualifying for the health insurance premium assistance credit and
taxpayers who may be deemed to have incurred or continued indebtedness to purchase tax-exempt obligations.

INVESTORS, INCLUDING THOSE WHO ARE SUBJECT TO SPECIAL PROVISIONS OF THE CODE, SHOULD
CONSULT THEIR OWN TAX ADVISORS AS TO THE TAX TREATMENT WHICH MAY BE ANTICIPATED TO
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RESULT FROM THE PURCHASE, OWNERSHIP AND DISPOSITION OF TAX-EXEMPT OBLIGATIONS BEFORE
DETERMINING WHETHER TO PURCHASE THE BONDS.

Interest on the Bonds will be includable as an adjustment for “adjusted current earnings” to calculate the alternative
minimum tax imposed on corporations by section 55 of the Code.

Under Section 6012 of the Code, holders of tax-exempt obligations, such as the Bonds, may be required to disclose
interest received or accrued during each taxable year on their returns of federal income taxation.

Section 1276 of the Code provides for ordinary income tax treatment of gain recognized upon the disposition of a tax-
exempt obligation, such as the Bonds, if such obligation was acquired at a "market discount” and if the fixed maturity
of such obligation is equal to, or exceeds, one year from the date of issue. Such treatment applies to "market
discount bonds" to the extent such gain does not exceed the accrued market discount of such bonds; although for
this purpose, a de minimis amount of market discount is ignored. A "market discount bond" is one which is acquired
by the holder at a purchase price which is less than the stated redemption price at maturity or, in the case of an
obligation issued at an original issue discount, the "revised issue price" (i.e., the issue price plus accrued original
issue discount). The "accrued market discount” is the amount which bears the same ratio to the market discount as
the number of days during which the holder holds the obligation bears to the number of days between the acquisition
date and the final maturity date.

State, Local & Foreign Taxes

Investors should consult their own tax advisors concerning the tax implications of the purchase, ownership or
disposition of the Bonds under applicable state or local laws. Foreign investors should also consult their own tax
advisors regarding the tax consequences unigue to investors who are not United States persons.

Qualified Tax-Exempt Obligations for Financial Institutions

Information Reporting and Backup Withholding

Subject to certain exceptions, information reports describing interest income, including original issue discount, with
respect to the Bonds will be sent to each registered holder and to the IRS. Payments of interest and principal may be
subject to backup withholding under section 3406 of the Code if a recipient of the payments fails to furnish to the
payor such owner's social security number or other taxpayer identification number (“TIN"), furnishes an incorrect TIN,
or otherwise fails to establish an exemption from the backup withholding tax. Any amounts so withheld would be
allowed as a credit against the recipient’s federal income tax. Special rules apply to partnerships, estates and trusts,
and in certain circumstances, and in respect of Non-U.S. Holders, certifications as to foreign status and other matters
may be required to be provided by partners and beneficiaries thereof.

Future and Proposed Legislation

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the Federal or state
level, may adversely affect the tax-exempt status of interest on the Bonds under Federal or state law and could affect
the market price or marketability of the Bonds. Any such proposal could limit the value of certain deductions and
exclusions, including the exclusion for tax-exempt interest. The likelihood of any such proposal being enacted cannot
be predicted. Prospective purchasers of the Bonds should consult their own tax advisors regarding the foregoing
matters.

CONTINUING DISCLOSURE UNDERTAKING

In the Bond Resolution, the District has made the following agreement for the benefit of the holders and beneficial
owners of the Bonds. The District is required to observe the agreement for so long as it remains obligated to
advance funds to pay the Bonds. Under the agreement, the District will be obligated to provide certain updated
financial information and operating data annually, and timely notice of specified material events, to the Municipal
Securities Rulemaking Board (the “MSRB"). This information will be publicly available on the MSRB's website at
www.emma.msrb.org.
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Annual Reports

The District will provide annually certain updated financial information and operating data to the MSRB. The
information to be updated includes all quantitative 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 - Enroliment” and “FINANCES OF THE EDUCATIONAL PROGRAM
- State Equalization Guarantee Program, Balance Sheet and Statement of Revenues, Expenditures and Changes in
Fund Balances” and “Appendix B.” The District will update and provide this information March 31 of each fiscal
beginning in 2017.

The District may provide updated information in full text or may incorporate by reference certain other publicly
available documents, as permitted by SEC Rule 15¢2-12. The updated 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 by the
required time and will provide audited financial statements when and if the audit report becomes available. Any such
financial statements will be prepared in accordance with accounting principles as in the District's annual financial
statements attached hereto or such other accounting principles as the District may be required to employ from time to
time pursuant to state law or regulation.

The District’s current fiscal year end is June 30. Accordingly, it must provide updated information by March 31 in
each year, unless the District changes its fiscal year. If the District changes its fiscal year, it will notify the MSRB of
the change.

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) tender offers; 13) Bankruptcy, insolvency,
receivership or similar event of the District; 14) 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; and 15) 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.”
Availability of Information from the MSRB

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

The address of the MSRB is 1900 Duke Street, Suite 6000, Alexandria, Virginia 22314 and its telephone number is
(703) 797-6600.
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Limitations and Amendments

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

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

Compliance with Prior Undertakings

The District was notified on May 9, 2014 that its rating was downgraded to A2 by Moody’s Investor Service. The
appropriate "event notices” were not filed until July 24, 2014. Except for this instance, during the past five years the
District has made continuing disclosure agreements in accordance with SEC Rule 15¢2-12 and is in material
compliance with such agreements.

LITIGATION

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 proceedings 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 collecting 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.
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RATINGS

Moody's Investors Service has assigned the Bonds a rating of ‘Aal’ with the understanding that the Bonds will qualify
under the New Mexico School District Enhancement Program. See “New Mexico School District Enhancement
Program” herein. The underlying rating on the Bonds is ‘A2". An explanation of the significance of the rating given by
Moody's Investors Service may be obtained from Moody's Investors Service, 99 Church Street, New York, New York
10007. There is no assurance that the rating will not 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 an adverse effect on the market price of the Bonds.

LEGAL MATTERS

The written approval of the New Mexico Attorney General for the Series 2016A Bonds as to form and legality will be
supplied. The Series 2016B Bonds are also subject to the approval of the New Mexico Department of Finance and
Administration. In addition, the legality of the Bonds will be approved by Cuddy & McCarthy, LLP, Santa Fe, New
Mexico, and McCall, Parkhurst & Horton L.L.P. Austin, Texas, as Co-Bond Counsel, whose unqualified opinion
approving the legality of the Bonds will be furnished to the successful bidder at no cost to the successful bidder.

In connection with the transactions described in this Official Statement, Co-Bond Counsel represents the District.
The fee to be paid to Co-Bond Counsel is contingent upon the sale and delivery of the Bonds.

The various legal opinions to be delivered concurrently with the delivery of the Bonds express the professional
judgment of the attorneys rendering the opinions as to the legal issues explicitly addressed therein. In rendering a
legal opinion, the attorney does not become an insurer or guarantor of the expression of professional judgment, of
the transaction opined upon, or of the future performance of the parties to the transaction. Nor does the rendering of
an opinion guarantee the outcome of any legal dispute that may arise out of the transaction.

DISCLOSURE CERTIFICATE

The final certificates included in the transcript of legal proceedings will include the following: At closing, the
Superintendent or Director of Finance will sign a certificate stating, after reasonable investigation, that to the best of
his knowledge (a) no action, suit, proceeding, inquiry, or investigation, at law or in equity, before or by any court,
public board, or body, is pending, or, to the best of his knowledge, threatened in any way contesting the
completeness or accuracy of the Final Official Statement, (b) the Final Official Statement, as it pertains to the District
and the Bonds, does not contain any untrue statement of a material fact or omit to state any material fact necessary
to make the statements made therein, in the light of the circumstances under which they were made, not misleading,
and (c) no event affecting the District has occurred since the date of the Final Official Statement, which should be
disclosed therein for the purpose for which it is to be used or which it is necessary to disclose therein in order to
make the statements and information therein not misleading in any respect; provided, however, that the District does
not make any representation concerning the pricing information contained in the Final Official Statement.

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
the District located at the School Administration Office, or at the offices of RBC Capital Markets, LLC, 6301 Uptown
Boulevard NE, Suite 110, Albuquerque, New Mexico 87110.
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OTHER MATTERS

It is noted that the Gallup-McKinley County School District, the Moriarty-Edgewood School District and the Santa Fe
Public School District are co-plaintiffs with parents of school age students in the state court case captioned
Wilhelmina Yazzie, et al. v. The State of New Mexico, et al., No. D-101-CV-2014-02224. The suit was filed on
October 7, 2014 in the First Judicial District, Santa Fe County. It seeks a declaratory judgment that the State and
Hanna Skandera, the Secretary of the New Mexico Public Education Department, have failed to provide a uniform
system of free public schools sufficient for the education of all school age children as required by the Constitution of
the State of New Mexico. The Complaint also seeks injunctive relief enjoining the State and PED to develop and
implement a public school budget that will provide constitutionally sufficient funding and to ensure that the funding is
equitably distributed so as to provide all school children with a sufficient and uniform education. If the plaintiffs are
ultimately granted the relief requested, it is possible that the present funding levels for school district operating
budgets could be adjusted. In addition, the present State Equalization Guarantee for allocation among school
districts of appropriations by the legislature for general operations may be altered. Based on the present claims pled,
it is not anticipated that a final judgment would have a material impact on the assessed values of properties subject
to taxation in the District or in other school districts or on the validity of public school debt presently outstanding or to
be issued under current law.

A LAST WORD

Anything in this Official Statement involving matters of opinion 