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M
\'I ﬁ?recisian Accounting, LLC.

INDEPENDENT AUDITOR’S REPORT

Hector H. Balderas

New Mexico State Auditor

The Office of Management and Budget
and

To the Council Members of the

New Mexico Beef Council

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, the major fund, and the
budgetary comparison statement of the State of New Mexico, New Mexico Beef Council (Council), as of and for
the year ended June 30, 2013, and the related notes to financial statements which collectively comprise the

Council’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are

free from material misstatements, whether due to fraud or error.
Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit involves procedures to obtain audit
evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant estimates made by management, as
well as evaluating the overall presentation of the financial statements.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the major fund of the Council, as of June 30, 2013, and the respective
change in financial position thereof and the budgetary comparison statement for the General Fund for the year
then ended in conformity with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 14 thru 21 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board
who considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the basic financial statements. The schedule of cash
accounts and pledged collateral required by 2.2.2 NMAC listed as “Other supplemental information and reports” in the
table of contents are presented for th e purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the Schedule of
Cash Accounts and pledged collateral are fairly stated in all materials respects in relation to the basic financial
statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 26, 2013, on our
consideration of the Council’s internal control over financial reporting and on our tests of its compliance with

certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing o f internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing

Standards, in considering New Mexico Beef Council’s internal control over financial reporting and compliance.

2

Precision Accounting, LLC
Albuquerque, New Mexico
August 26, 2013 11
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STATE OF NEW MEXICO
NEW MEXICO BEEF COUNCIL
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013
This discussion and analysis of the New Mexico Beef Council (NMBC) provides an overview of
financial activities for the fiscal year ended June 30, 2013. It should be read in conjunction with
financial statements on page 19 to 38.
This document will:
m Highlight significant financial issues;
m Provide an overview of the Beef Council's financial activity;
m Identify changes in the Council's financial position;
m Identify any material deviation from the approved

budget; and identify issues or concerns.

BASIC FINANCIAL STATEMENTS

Government-Wide Statements

The government-wide statements report information about the New Mexico Beef Council as a
whole using accounting methods and disclosures similar to those used by private-sector
companies. The statement of net position includes all of the NMBC assets and liabilities. All of
the current year revenues and expenses are accounted for in the statement of activities regardless
of when cash is received or paid. This statement also reports the NMBC net position and how they
have changed. Net position, the difference between NMBC assets and liabilities, is one way to
measure NMBC's financial health and position.

Prior period unrestricted net position may be used to continue beef marketing efforts in response to
declining cattle numbers in New Mexico as a result of the prolonged drought. None of the

unrestricted assets, however, were used in fiscal year ended June 30, 2013.

Fund Statements

A fund is an accountability unit used to maintain control over resources segregated for specific
activities. The Council uses one fund to ensure and demonstrate compliance with finance
related laws and regulations. The focus of fund statements is on short term fiscal accountability
reflecting use of spendable resources during the year and the balance of spendable resources
available at end of year. The government wide statements include long term assets while the fund
statements do not. Both the fund statement balance sheet and the fund statement of revenues,
expenditures and changes in fund balance provide a reconciliation to the government wide
statements to assist in understanding the differences between the two perspectives. A budgetary
statement is included to demonstrate compliance with the Council adopted and final revised

budgets.
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STATE OF NEW MEXICO
NEW MEXICO BEEF COUNCIL
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013

FINANCIAL HIGHLIGHTS

The NMBC is a designated Qualified State Beef Council. NMBC collects and administers the
federally mandated Beef Check-off in New Mexico. The Beef Check-off is a self-help beef
marketing program instituted by United States beef producers and is funded entirely by the
producers. One dollar per head is assessed the producer on each bovine animal sold in the U.S. As per
the federal law, fifty cents of each dollar collected in New Mexico remains in the state. The NMBC
oversees the collection and investment of the producer's check-off dollars in marketing programs
meant to increase the demand for beef products and enhance the image of the beef industry. The

sole purpose of the Beef Check-off program is to increase profit opportunities for beef producers.

The federal law that established the beef check-off also mandates the beef marketing
programs to include Promotion, Consumer Information, Research, Producer Communications

and Industry Information Programs.

The Beef Check-off is the sole source of funding for this marketing program. The amount of
check-off dollars collected is entirely dependent on the number of cattle sold annually in the
state. There are many factors that affect the number of cattle marketed and total cattle

inventory in New Mexico.
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STATE OF NEW MEXICO
NEW MEXICO BEEF COUNCIL
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013

The following charts reflect the Council's continued summary of the Statement of Net Position as of June

30, 2013 and 2012:

Assets 013 2012
Current and Other $711,613 $615,541
Capital Assets, Net of Depreciation 24.964 35,733
Total Assets $736,577 $651,274
Liabilities 2013 2012
Current Liabilities $148,552 $134,321
Long Term Liabilities 21.422 19,059
Total liabilities 169,974 153,380

Net Position 2013 2012
Invested in Capital Projects $ 24,964 $ 35,733
Restricted for prepaid expenses 8,657 -
Unrestricted 532.982 462,161
Total Liabilities and Net Position $736,577 $651,274

The following table presents a condensed summary of data from the Council’s Statement of Activities.

2013 2012
Gross assessments received $1,224,287 $1,346,870
Less amounts remitted to other entities (614.935) (680.625)

609,352 666,245
Program Expenses (541,057) (653,909)
Investment Revenues 415 1,153

Change in Net Position $ 68,710 $ 13.489

15



STATE OF NEW MEXICO
NEW MEXICO BEEF COUNCIL
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013

Operating Assets

Operating assets of the NMBC include cash and receivables which may vary significantly during
the year because of timing, operations and weather conditions. Cash and receivables

amounted to $702,956 at year end compared to $610,560 for the prior year.

Capital Assets

Current year acquisitions less depreciation, decreased capital assets by $10,769. With the
implementation of GASB 34, NMBC adopted a policy of not capitalizing assets which cost less
than $5,000. Current year depreciation was $10,769.

Liabilities

The majority of accounts payables were paid with the July FY 2011-2012 check run. Balances at
year end amounted to $143,527 compared to $131,250 in the prior year. Accrued expense
representing the liability for employee sick and vacation leave increased by $1,906 to $20,965 on

the Statement of Net Position.

Fund Balances/ Net Position

Fund balances are presented in categories. The category labeled restricted for capital assets
represents the net amount invested in the capital asset which amounted to $24,964 at June 30,
2013. There are no liabilities connected to capital assets. A portion of fund balance amounting to
$8,657 is reserved for prepaid expenses. The remaining fund balance is available for
investment in Promotion, Consumer Information, Producer Communications and Industry
Information Programs. Total net position per the statement of net position is $566,603, up 11.3%

from total net position of $497,894 in the prior year.

16



STATE OF NEW MEXICO
NEW MEXICO BEEF COUNCIL
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013

Revenue

The NMBC's sole source of revenue is beef check-off dollars. NMBC is fortunate, in that
these producer funds are required by federal statute to be collected by the New Mexico
Livestock Board (NMLB). All revenue reported in this fiscal year is a reflection of actual
funds received by NMLB. The reason for the 8.5% decrease in actual revenue from the prior
year is because less cattle are being sold due to producers reducing their herds because of the
extended drought in the state. However, there are many factors that effect the number of cattle

marketed and total cattle inventory in New Mexico.

The amount collected that stays in the state of $609,352 is down 8.5% from the prior year
actual of $665,245. Interest earned is equal to the original budget, but is down 63% from
actual interest earned in the prior year due to less funds earning interest and interest rates being

lower.
Expenditures

No significant or material deviation from the amounts budgeted occurred in FYE June 30,
2013, other than noted below. There were no unusual or infrequent items that had a material

effect on the results of operations. Budgeted expenditures equaled actual amounts.

PROGRAM EXPENSES BY FUNCTION

National Program

The NMBC participates in the National Cattlemen's Beef Association (NCBA) and the United

States Meat Export Federation (USMEF) by purchasing board seats. Each board seat purchased

entitles the NMBC to representation on the respective boards. This participation is important to

the New Mexico producers as both organizations are major beef check-off program contractors.

Representation in the organizations allows producers to give input on marketing programs paid

for with beef check-off dollars. The New Mexico representatives on the two boards are

responsible for providing feedback to the state's producers on the business conducted at the

NCBA and USMEF meetings. Expenditures amounted to $40,427 in the current year versus

$31,550 in the prior year.
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STATE OF NEW MEXICO
NEW MEXICO BEEF COUNCIL
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013

Promotion Programs

Promotion Programs include advertising, retail, foodservice and school foodservice
promotions. Current year's expenditures were down from the prior year expenditure for Promotion
Programs by 9.52%, primarily due to planning and the timing of funds available. Expenditures
amounted to $134,283 in the current year versus $148,414 in the prior year. Expenditures in

the amount of $146,418 had originally been budgeted.

Consumer Information Programs

Consumer Information Programs include Public Relations, Health Education, Education and
Cowbelle Education Partnerships. Expenses for Consumer Information Programs were down
39.8% from the prior year and down 15.5% from original budget. Expenditures amounted to
$131,216 in the current year versus $217,952 in the prior year. Expenditures in the amount of

$155,271 had originally been budgeted.

Research.
Beef check-off dollars are often used to fund research in the areas of Market, Product, Beef
Safety, Nutrition, and Product Technology. Extensive research in this area is being conducted at

the national level.

Producer Communications

Producer Communications projects are aimed at keeping beef producers informed about the
beef check-off program and the results of the program. Expenses for Producer Communications
programs were down 9% from prior year and down 10.5% from budgeted amounts.
Expenditures amounted to $82,612 in the current year versus $90,821 in the prior year.

Expenditures in the amount of $92,343 had originally been budgeted.

Industry Information Programs

Industry Information Programs are education programs for beef producers. The education
programs focus on teaching producers about management practices that affect the quality of

the end product and informing producers about their product's acceptance.

18



STATE OF NEW MEXICO
NEW MEXICO BEEF COUNCIL
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013

Collections

New Mexico State Statute designates the New Mexico Livestock Board (NMLB) as the
collecting point for beef check-off dollars in the state. The NMLB is compensated 4% for each
dollar it collects. Collections expense includes this fee as well as an education program for the
livestock inspectors on check-off compliance and programs. Collection expenses go up or down

with amount of revenue collected. Expenditures amounted to $83,935 in the current year versus

$90,787 in the prior year. NMBC had budgeted $84,873 in the current fiscal year.

Administrative Expenses

This year's actual budget basis administrative expenses before allocation (which include
capital outlay) were down 13.49% from the prior year costs. The actual amount expended was
91.4% of the original budget. Administrative expenditures after allocation amounted to
$57,815 in the current year versus $62,076 in the prior year. NMBC had budgeted $84,700 for

the current fiscal year.

Total Expenditures

Actual total expenditures on the budgetary basis of $541,057 were down 10.6% from budget, and
were also down 15.72% from the prior year actual of $641,600. Total expenditures were down due
to the reasons enumerated above.

Conclusion

Due to continuing concerns about the livestock industry in New Mexico, due largely to a
prolonged drought, the Council has carried over $68,709 of current year excess revenues to next
year and has been conservative in compiling the budget for the 2013/2014 year. For the year
ending June 30, 2014, the Council has approved a budget with projected revenues of
$589,984 and expenditures of $589,984.

Requests for Information

The financial report is designed to provide a general overview of the New Mexico Beef Council’s
finances for all of those with an interest in the government’s finances. Questions concerning any of
the information provided in this report or requests for additional financial information should be
addressed to New Mexico Beef Council, 1209 Mountain Road Place N.E. Ste C, Albuquerque,
New Mexico 87110; 505-841-9707.

19
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STATE OF NEW MEXICO EXHIBIT A-1
NEW MEXICO BEEF COUNCIL
Statement of Net Position
June 30, 2013

Governmental
Activities
ASSETS
Cash and cash equivalents $ 588,212
Cash on hand 300
Receivable from New Mexico Livestock
Board and others 114,444
Prepaid expenses 8,657
Capital assets, net of accumulated depreciation 24,964
Total Assets $ 736,577
LIABILITIES
Accounts payable $ 143,527
Payroll taxes and withholdings payable 5,482
Current portion-accrued compensated absences 1,626
Long-term portion-accrued compensated absences 19,339
Total Liabilities 169,974
NET POSITION
Invested in capital assets 24,964
Restricted for prepaid expense 8,657
Unrestricted 532,982
Total net position 566,603
Liabilities and Net Position $ 736,577

The accompanying notes are an integral part of these financial statements
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STATE OF NEW MEXICO Exhibit A-2
NEW MEXICO BEEF COUNCIL
Statement of Activities
For the Year Ended June 30, 2013

Governmental
Activities
Expenses:
National program $ 40,427
Promotion 134,283
Consumer information 131,216
Producer communications 82,612
Collections 83,935
Administrative 57,816
Depreciation, unallocated 10,769
Total expenses 541,058
Program Revenues:
Gross assessment revenues collected 1,224,287
Less assessment revenues remitted
to other states (5,584)
Less assessment revenue remitted to
Cattlemen's Beef Board (609,351)
Total program revenues 609,352
Net program revenues 68,294
Other revenue:

Investment earnings 415
Change in Net Position 68,709
Net position, beginning 497,894
Net position, ending $ 566,603

The accompanying notes are an integral part of these financial statements
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STATE OF NEW MEXICO

Governmental Funds-General Fund

Assets
Cash and cash equivalents

New Mexico Beef Council
Balance Sheet

June 30, 2013

Receivable from Livestock Board and others

Prepaid expenses

Total assets

Liabilities and fund balances
Liabilities
Accounts payable
Accrued salaries and benefits
Accrued compensated absences

Total liabilities

Fund balances

Committed for:
Prepaid expenses
Pre-$1 checkoff

Unassigned

Total fund balances

Total liabilities and fund balances

Exhibit B-1

$ 588,512
114,444
8,657

$ 711,613

$ 143,527
5,482
1,626

150,635

8,657
49,301
503,020

560,978

$ 711,613

The accompanying notes are an integral part of these financial statements
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STATE OF NEW MEXICO Exhibit B-1
New Mexico Beef Council Page 2 of 2
Governmental Funds
Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position
June 30, 2013

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

Fund balances - total governmental funds $ 560,978
Capital assets used in governmental activities are not financial resources

and, therefore, are not reported in the funds 24,964
Long-term liabilities are not due and payable in

the current period and, therefore, are not reported in the funds

Long-term accrued compensated absences (19,339)

Net position of governmental activities $ 566,603

The accompanying notes are an integral part of these financial statements
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STATE OF NEW MEXICO
New Mexico Beef Council
Statement of Revenues, Expenditures and Changes in Fund Balance
Governmental Funds
For the Year Ended June 30, 2013

Revenues:
Gross assessment revenues collected $ 1,224,287
Less assessment revenues remitted
to other states (5,584)
Less assessment revenue remitted to
Cattlemen's Beef Board (609,351)
Investment Income 415
Total revenues 609,767

EXPENDITURES
Current expenditures:

National program 40,427
Promotion 134,283
Consumer information 131,216
Producer communications 82,612
Collections 83,935
Administrative 47,978
Capital outlay:

Capital outlay 4,819
Total expenses 525270

Net change in fund balance 84,497

Fund balance - beginning of year

476,481

Fund balance - end of year $ 560,978

The accompanying notes are an integral part of these financial statements

29
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STATE OF NEW MEXICO
New Mexico Beef Council
Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balance of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2013

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

Net change in fund balances - total governmental funds
Governmental funds report capital outlays as expenditures. However in
the statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense:
Expenditure for capital assets

Depreciation expense

The issuance of long-term debt (e.g. bonds, notes, leases) provides current financial
resources to governmental funds, while the repayment of the principal of long-term
debt consumes the current financial resources of govermental funds. Neither
transaction, however, has any effect on net assets.

Decrease in long-term accrued compensated absences

Change in Net Position of Governmental Activities

The accompanying notes are an integral part of these financial statements

31

Exhibit B-2

Page 2 of 2
$ 84,497
(10,769)
(5,019)
$ 68,709




(This page intentionally left blank.)

32



Exhibit C-1
STATE OF NEW MEXICO
New Mexico Beef Council
General Fund
Statement of Revenues and Expenditures
Budget and Actual (Modified Accrual Basis)
For the Year Ended June 30, 2013

Variances

Actual Favorable
Budgeted Amounts (Modified (Unfavorable)
Original Final Accrual Basis) Final to Actual

Revenues:
Gross assessment revenues collected $ 1,110,000 $ 1,224,287 $ 1,224,287 $ -
Less assessment revenues remitted to

another state (20,500) (5,584) (5,584) -
Less assessment revenues remitted to
Cattlemen's Beef Board (544,750) (609,351) (609,351) -
Miscellaneous 1,000 415 415 -
Total revenues 545,750 609,767 609,767 -
Expenditures:
Current:
National program 41,600 40,427 40,427 -
Promotion 146,420 134,283 134,283 -
Consumer information 155,271 131,216 131,216 -
Producer communications 92,340 82,612 82,612 -
Collections 84,870 83,935 83,935 -
Administrative:
Director salary 79,064 75,996 75,996 -
Administrative assistant 46,500 17,237 17,237 -
Rent and utilities 34,260 34,260 34,260 -
Payroll burden 21,000 25,279 25,279 -
Insurance 16,000 12,316 12,316 -
Contract services 11,250 31,383 31,383 -
Office and postage 11,001 14,006 14,006 -
Staff travel 11,000 9,912 9,912 -
Auto and travel, council 20,000 8,014 8,014 -
Telephone 6,500 5,959 5,959 -
Capital and noncapital expenditures 10,000 4,818 4,818 -
Audit and legal 8,500 9,710 9,710 -
Staff salary 5,000 6,509 6,509 -
Auto, director and staff 4,000 3,575 3,575 -
Council meetings 7,000 3,844 3,844 -
Stationary and supplies 1,800 1,869 1,869 -
Depreciation expense - 10,769 - 10,769
Amount allocated to function (222,800) (211,890) (211,890) -
Total expenditures 590,576 536,039 525,270 10,769
Excess (deficiency) of revenues over
expenditures (44,826) 73,728 84,497 10,769
Other financing sources:
(Increase) Decrease in cash 44,826 (73,728) - 73,728

Excess (deficiency) of revenues over
expenditures and other financing sources & - N $ 84,497 $ 84,497

The accompanying notes are an integral part of these financial statements
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STATE OF NEW MEXICO
NEW MEXICO BEEF COUNCIL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 1 ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The New Mexico Beef Council (Council) was created in 1979, pursuant to the New Mexico Beef Council Act,
Article 2A, Section 77, NMSA, 1978 Compilation, as amended. The Council comes under the auspices of the
Director of the New Mexico Department of Agriculture. The Director appoints nine council members with the
approval of the Governor for terms of three years or less so that the terms of three members expire each June
30. All members of the Council shall be engaged in the business of raising, breeding, feeding, or growing cattle
or calves for beef production or for dairy production. Appointments of Council members are to be made from
lists of individuals recommended by farm organizations, producer associations and individual producers. The
Director appoints one member to represent fluid milk producers, five to represent beef producers, one to
represent breeders of registered purebreds and two to represent commercial cattle feeders. The Director serves
as a non-voting ex-officio member of the Council. The Council was created to promote the beef industry in

New Mexico through public relations, research, education, and market development programs.

The Council is a quasi agency of the State of New Mexico. The New Mexico Beef Council Act creates the
Council as a separate entity with a special source of funds separate and apart from the State of New Mexico
general fund. The Council fund balance is non-reverting. The financial statements present the financial
position and results of operations of only those funds over which the New Mexico Beef Council has

oversight responsibility.

The Council's financial statements are prepared in accordance with generally accepted accounting
principles. The Council presents their financial statements following Governmental Accounting Standard
Statement No. 34, Basis Financial Statements and Management's Discussion and Analysis - for State and

Local Governments. Certain of the significant elements of that Standard include:

. A management discussion and analysis (MD&A) section providing an analysis of the Council's

overall financial position and results of operations.

. Financial statements prepared using full accrual accounting for all Council activities including

presentation of capital assets and related depreciation.

Other significant accounting policies established and used by the Council are discussed below.

A. Reporting Entity

The Council's basic financial statements include the accounts of all Council operations which are
financially accountable to the Council members. There are no component units included in the

reporting entity.
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STATE OF NEW MEXICO
NEW MEXICO BEEF COUNCIL
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 1 ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basic Financial Statements - Government-Wide and Individual Fund Financial Statements

The Council's basic financial statements include both government-wide (reporting the
Council as a whole) and fund financial statements (reporting the Council's only and
major fund). Both the government-wide and individual fund financial statements are all
governmental type activities which include the classification of activities as national
program, promotion, consumer information, producer information, market research,

collection and or administrative expenditures/expense.

The government-wide financial statements are reported using the economic
resource measurement focus and the accrual basis of accounting. Therefore, in the
Statement of Position, all long term assets and receivables are recognized as well as all
long term debt and obligations. The Council's net position is reported in three parts -
invested in capital assets, net of related debt; restricted net position (none held at
June 30, 2013); and unrestricted net position. The government-wide Statement of
Activities reports the gross/met cost of the Council's beef promotion program. The
Council is also supported by general investment earnings. The Council allocates a
certain portion of administrative costs to the classifications described above using a
percentage cost allocation approach. The government-wide focus is more on the
sustainability of the Council as an entity and the changes in the Council's net position

resulting from current year's activities.

The financial transactions of the Council are reported in individual funds in the fund
financial statements. The Council maintains one governmental fund that being the
general fund. The general fund accounts for all financial resources of the Council. This
fund is accounted for by providing a separate set of self-balancing accounts that
comprise its assets, liabilities, reserves, fund equity, revenues and expenditures/expenses.
The focus of the government general fund measurement is upon determination of
financial position and changes in financial position (sources, uses, and balances of

financial resources) rather than upon net income.
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NOTE 1 ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Basis of Accounting

Basis of accounting refers to the timing at which revenues or expenditures/expenses are
recognized in the accounts and reported in the financial statements. It relates to the timing of the
measurements made, regardless of the measurement focus applied.

1. Accrual - All governmental activities in the government-wide financial statements are presented
on the accrual basis of accounting using the economic resources measurement focus. Revenues are
recognized when earned and expenses are recognized as incurred.

2. Modified Accrual - The governmental general fund financial statements are presented on the
modified accrual basis of accounting using the current financial resources measurement focus.
Under this method, revenues are recorded when susceptible to accrual; i.e., both measurable and
available. "Available" means collectible within the current period or within 60 days after year end.
Expenditures are generally recognized under the modified accrual basis of accounting when the
related liability is incurred. The exception to this general rule is that principal and interest on
general obligation long-term debt, if any, is recognized when due.

GASB 63 amended previous guidance on deferred revenue in the government-wide
financial statements to include deferred outflow of resources, which is the consumption of
net assets by the government that is applicable to a future reporting period and deferred
inflow of resources, which is acquisition of net assets by the government that is applicable
to a future reporting period.

The one-dollar assessment is considered measurable and available when held by the collecting
entity, the New Mexico Livestock Board.
D. Budgets and Budgetary Accounting

The Council follows these procedures in establishing the budgetary data reflected in the
individual fund financial statements:
1. The Executive Director presents the budget to the Council for approval no later than April
25 for the fiscal year beginning July 1.

2. The proposed budget is submitted to the Director of the New Mexico Department of

Agriculture by May 1 for the fiscal year beginning July 1. The Director also submits the
budget to the New Mexico Department of Finance and Administration.

3. Budgets for the General Fund are adopted on a modified accrual basis of accounting.
4.  Budget control is exercised at the fund level.

5. Budget information has been revised and the revision was made pursuant to Council
approval.

E. Prepaid Expenses

These amounts represent expenses which have benefit to the Council beyond the year June 30,
2013. Prepaid expenses are expensed when consumed and allocated to the fiscal year in which
they are used.
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NOTE 1 ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F.

J.

Capital Assets

Capital assets purchased or acquired with an original cost of $5,000 or more (per Section 12-6-10

NMSA 1978) are reported at historical cost or estimated historical cost. Additions, improvements
and other capital outlays that significantly extend the useful life of an asset are capitalized. The
Council has no capitalized computer software costs. Other costs incurred for repairs and
maintenance are expensed as incurred. All capital assets of the Council are in the furniture and
equipment class, for which depreciation is provided on the straight line basis over useful lives
ranging from five to sixteen years. Depreciation expense is not allocated to program functions of
the Council.

Compensated Absences

The Council accrues accumulated vacation and sick leave and associated employee related costs
when earned by full time employees. Vacation leave accrues per month of service ranging from
seven days to twenty seven days per year based on years of service. Unused vacation time at year
end is lost, with the exception of the Executive Director who may carry over 15 days of unused
vacation. Sick leave accrues per month of service aggregating not more than seventeen days per year

based on years of service. Employees may carryover unused sick leave at the end of a fiscal year

subject to a 720 hour limitation. Upon termination with notice, the Council will compensate an
employee for fifty percent of accrued and unused sick leave at current employee pay rates.
Compensated absences have been liquidated in the general fund. Changes were as follows:

Current
Compensated absences 6/30/12 Increases Decreases 6/30/13 Portion
Balances $19,059 $1,906 $ - $20,965 $1,626

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Accordingly, actual results
could differ from those estimates.

Risk Management

The Council is exposed to various risks of loss for which the Council carries insurance (Auto,
Employee Fidelity Bond, General Liability and Workers Compensation) with the State of New
Mexico Risk Management Division. There have been no settled claims which have exceeded
insurance coverage in any of the past three fiscal years.

Fund Equity
Restricted fund balance represents amounts that are constrained: either by 1) externally imposed by
creditors (such as debt covenants), grantors, contributors, or laws or regulations of other governments;

or 2) imposed by law through constitutional provisions or enabling legislation.

Committed fund balance represents amounts that are useable only for specific purposes by formal
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NOTE 1 ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
J.  Fund Equity (continued)
action of the government’s highest level of decision-making authority. Fund balance has been
committed for prepaid expenses and Pre-$1 check-off collections.

Assigned fund balance represents amounts that are intended to be used for specific purposes,
but are neither restricted nor committed. Intent is expressed by the governing body or a
subordinate high-level body or official whom the governing body has delegated.

Unassigned fund balance is the residual classification for the general fund and represents the
amounts that have not been assigned to other funds, and that have not been restricted,
committed, or assigned to specific purposes.

The Council’s policy is to apply restricted resources first when an expense is incurred for
which both restricted and unrestricted net assets are available.

NOTE 2 CASH AND INVESTMENTS
The Council is auth orized to deposit its money in banks, savings and loan associations and/or
credit unions whose accounts are insured by an ag ency of the United States Government. All
invested funds of the Council properly followed the guideline federal and s tate investment
requirements as of June 30, 2013.

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

The collateral pledged is listed on Schedule II of this report. The types of collateral allowed are
limited to certain direct obligations of the United States government.

At June 30, 2013, the carrying amount of the Council's cash amounted to $588,512 including
$300 of petty cash. The tot al bank balance of $622,873 was comp rised of a checkin g account
with a balance of $345,397 and a bank money market account with a balance of $277,476.

According to the Federal Deposit Insurance Corporation (FDIC), public unit deposits are funds
owned by the public unit. Time deposits, savings deposits and interest bearing NOW accounts of a
public unit in an institution in the same state will be insured up to $250,000 in aggregate and
separate from the $250,000 coverage for public unit demand deposits at the same institution.
New Mexico Beef Council funds are in both an interest bearing money market account and a
non-interest bearing checking account.

New Mexico State statutes require collateral pledged for deposits in excess of the federal deposit
insurance to be delivered, or a joint safekeeping receipt be issued, to the council for at least one-half of
the amount on deposit with the institution. The national qualified beef councils investment policy
requires 100% collateral for any deposits in excess of the FDIC insurance amount. The schedule
listed below will meet the State of New Mexico, Office of State Auditor’s requirements in reporting
the insured portion of the deposits.

Custodial credit risk is defined as the risk that the government's deposits may not be returned to it in
the event of a bank failure. As of J une 30, 2013, $372,873 of the Council's bank b alance was
exposed to custodial risk is summarized as follows:

Insured $ 250,000

Collateral held by pledging financial institution’s agent but
not in Council name 372,873
Total deposits $ 622,873
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NOTE 2 CASH AND INVESTMENTS (continued)

In accordance with Section 6-10-16 NMSA 1978, deposits of public monies are requiredto be
collateralized in amounts equal to one half of the amount on deposit in excess of insured public money in
each financial institution. T he Council's position with regard to the State of New Mexico coll ateral
requirement is summarized as follows:

50% Pledged collateral requirement per statute  $ 186,436
Total pledged Collateral (760,049)
Pledged collateral over the requirement $ (573,613)

Pursuant to federal statute and defined by the U.S. Department of Agriculture, investments must be short
term, high quality, interest bearing instruments that are U.S. Government securities, related money market
funds or repurchase agreements collateralized by securities fully insured or guaranteed by U.S.
Government agencies/corporations. The Council had only money market funds as investments during 2013.

NOTE 3 CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2013 was as follows:

June 30, 2012 Increases Decreases June 30, 2013

Furniture and equipment $ 161,371 $ - $ - $ 161,371
Less accumulated depreciation (125,638) (10.769) ) (136,407)
Net $ 35,733 % (10,769) § - $ 24,964

Current year depreciation expense was $10,769.
NOTE 4 ASSESSMENT REVENUES/RECEIVABLE FROM NEW MEXICO LIVESTOCK BOARD

The Council is mandated by Federal statute to levy and impose an assessment (check-off dollars) to be
fixed at a rate of one dollar per head on all cattle involved in a transfer of ownership within the state.
Fifty percent of collections for cattle originating in New M exico is forwarded to the Cattlemen's Beef
Promotion and Research Board. 100% of col lections for cattle not originating in New Mexico are
forwarded to the state in which they originated. The assessments retained by the Council are used t o
accomplish the purpose of the Council, which is the promotion of the beef industry.

The New M exico Livestock Board (NMLB), a New M exico State Agency, collects on behal f of the
Council the assess ment described above with respect to cattle transactions that are s ubject to the
oversight and jurisdictional powers of the NMLB. Monthly, the NMLB is required to remit to the Council
the assessment collections from the previous month.

NOTE 5 RETIREMENT PLAN

All of the Council's employees participate in a Simplified Employee Pension (SEP) Plan. The Council
contributions are made for each employee who has reached age 21, and is a full-time employee. The
contributions made by the Council to the SEP on behalf of employees for the year ended June 30, 2013
was approximately 15% of each employee's compensation and amounted to $16,233.
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NOTE 6 COMMITMENTS

The Council rents office space at the rate of $2,855 per month. The lease expires on February 28, 2014.
The commitments by fiscal year are as follows:

Fiscal Year Ending June 30, Amount
2014 $ 22,840

NOTE 7 ECONOMIC DEPENDENCY

The Council receives substantially all of its revenue from the sale of cattle. It is dependent upon the sale
of cattle in New Mexico.

NOTE 8 SUBSEQUENT EVENTS REVIEW
A review of subsequent events up to August 26, 2013, which is the date the financial statements were
available for issue, revealed no significant subsequent events.

NOTE 9 SUBSEQUENT ACCOUNTING STANDARD PRONOUNCEMENTS

In March, 2012, the GASB issued Statement No. 65, Items Previously Reported as Assets and Liabilities,
which is effective for financial statements for periods beginning after December 15, 2012. Earlier
application is encouraged. The objective of this statement is to provide financial reporting guidance for
deferred outflows of resources and deferred inflows of resources. Concepts Statement No. 4, Elements of
Financial Statements, introduced and defined those elements as a consum ption of net assets by the
government this applicable to a future reporting period, and an acquisition of net assets by the government
that is applicable to a future reporting period, respectively. Previous financial reporting standards do not
include guidance for reporting those financial statement elements, which are distinct from assets and
liabilities. Concepts Statement No. 4 also identifies net position as the residual of all other elements
presented in a statement of financial position. This Statement amends the net asset reporting requirements
in Statement No. 34, Basic financial Statements-and Management’s discussion and Analysis-for State and
Local Governments, and ot her pronouncements by incorporating deferred out flows of resources and
deferred inflows of resources into the definitions of the required components of the residual measure and
by renaming that measure of net position, rather than net assets. The Council has made the change.

In March, 2012, the GASB issued Statement 66, Technical Corrections-2012 which is effect ive for
financial statements for periods begi nning after December 15,2012. Earlier application is encouraged.
The objective of this statement is to amend Statement No. 10, Accounting and financial Reporting for
Risk Financing and Related Insurance Issues, by removing the provision that limits fund-based reporting
of a state or local government’s risk financing activities to the general fund and the internal service fund
type. As aresul t, government would base their decisions about governmental fund type usage for risk
financing activities on the definition in statement No. 54, Fund Balance Reporting and Governmental
Fund Type Definitions. This statement also amends Statement No. 62, Codification of Accounting and
Financial Reporting Guidance Contained in pre-November 30, 1989 FASB and AICPA pronouncements,
by modifying the speci fic guidance on account ing for (1) operating leases payments that vary from a
straight-line basis, (2) the difference between initial investment (purchase price) and that principal amount
of a purchased loan or group of loans, and (3) servicing fees related to mortgage loans that are sold when
the stated service fee rate differs significantly from a current (normal) servicing fee. These changes would
eliminate any uncertainty regarding the application of Statement 13, Accounting for Operating Leases
with Schedule Rent Increases, and result in guidance that is consistent with the requirements in Statement
48, Sales of Pledges Receivable and Future Revenues and Intra-Entity Transfers of Assets and Future
Revenues, respectively. The Council is reviewing the effects of the implementation of this statement.
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NOTE 10 OTHER REQUIRED INDIVIDUAL FUND DISCLOSURES

Generally accepted accounting principles require disclosures of certain information concerning individual
funds including:

A. Deficit fund balance
There are no instances of deficit fund balances.
B. Excess expenditures over budget

There were no excess expenditures over budget.
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Schedule 1

STATE OF NEW MEXICO
NEW MEXICO BEEF COUNCIL
SCHEDULE OF CASH ACCOUNTS AND PLEDGED COLLATERAL
JUNE 30, 2013
New Mexico Bank & Trust
Checking Money Market Total

Balance per bank § 345397 $ 277,476 $ 622873
Less: FDIC coverage (250,000) - (250,000)
Total uninsured public funds 95.397 277.476 372,873
New Mexico State Statute collateral requirement (at 50%) $§ _47,699 § 138,738 $ 186,436
Pledged collateral: § 760,049
Balance per bank $ 345397 $ 277476 $ 622,873
Reconciling items:

Outstanding checks (35,061)

Petty cash 300

Balance per financial statements $ 588,512

Collateral held by agent of New Mexico
Bank & Trust, Dubuque, lowa
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New Mexico Beef Council
SCHEDULE OF COLLATERAL PLEDGED BY DEPOSITORY

FOR PUBLIC FUNDS
JUNE 30, 2013
Description Fair Name and
Name of of Pledged Market Value Location of
Depository Collateral June 30, 2013 Safekeeper
NM Bank & Trust GNMA Pool 767605
36176JR28 4.48% NM Bank & Trust
Matures 9/20/2062 $§ 760,049 Dubuque, IA
Total $§ 760,049

The accompanying notes are an integral part of these financial statements.
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\I A Precision Accounting, LLC.

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
THE BEEF PROMOTION AND RESEARCH ACT OF 1985 AND THE
INVESTMENT POLICY FOR QUALIFIED STATE BEEF
COUNCILS

To the Council Members of the New Mexico Beef Council

We have audited the financial statements of the governmental activities and the major fund of the State of

New Mexico, New Mexico Beef Council (Council), as of and for the year ended June 30, 2013, which
collectively comprise the Council's basic financial statements and have issued our report thereon dated August 26,
2013. We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued

by the Comptroller General of the United States.

In connection with our audit, nothing came to our attention that caused us to believe the Council was not in
compliance with the provisions of the Beef Promotion and Research Act of 1985 and Section 1260.149(f) of the
Beef Promotion and Research Order or with the terms of the Qualified State Beef councils Investment Policy which

describes the type of instruments in which the Council may invest.

Further in connection with our audit, nothing came to our attention that caused us to believe the Council was not in
compliance with the provisions of the Beef Promotion and Research Act of 1985 and Section 1260.149 (f) of the Beef
Promotion and Research Order relative to the use of funds collected by the Council. However, our audit was not

directed primarily toward obtaining knowledge of such noncompliance.

This report is intended solely for the information and use of the Members of the Council, the Beef Promotion and
Research Board and the United States Department of Agriculture and is not intended to be and should not be used by

anyone other than these specific parties.

%J,WMQ S5

Precision Accounting, LLC.
Albuquerque, NM
August 26,2013
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\I J Precision Accounting, LLC.

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

Independent Auditor’s Report

Hector H. Balderas

New Mexico State Auditor

and

To the Council Members of the

New Mexico Beef Council

We have audited, in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities, the major
fund and the budgetary comparison statement of the State of New Mexico, New Mexico Beef Council (Council)
as of and for the year ended June 30, 2013, and the related notes to financial statements, which collectively

comprise the Council's basic financial statements, and have issued our report thereon dated August 26, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit, of the financial statements, we considered the Council's internal
control over financial reporting (internal control) to determine audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Council's internal control. Accordingly, we do not express an

opinion on the effectiveness of the Council's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and
correct misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet

important enough to merit attention by those charged with governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist that have not been identified.
We did identify certain deficiencies in internal control, described in the accompanying schedule of findings and

responses, that we consider to be significant deficiencies. The significant deficiency is described as FS 2013-01.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Council's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed an instance of
noncompliance or other matters that are required to be reported under Government Auditing Standards and which are

described in the accompanying schedule of findings and responses as items FS 2013-01.

NM Beef Council's Responses to Findings

Council's responses to the findings identified in our audit are described in the accompanying schedule of
findings and responses. Councill's responses were not subjected to the auditing procedures applied in the audit

of the financial statements and, accordingly, we express no opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the result
of that testing, and not to provide an opinion on the effectiveness of the Council’s internal control or compliance. This
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the

Council’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Precision Accounting LLC
Albuquerque, New Mexico
August 26,2013
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Prior Year Findings

FS 2012-01 Excess Expenditures over Budget-Resolved and not repeated

Current Year Finding

FS 2013-01 Travel and Per Diem (Significant Deficiency)

CONDITION: In the Disbursements and SAC Compliance testworks, some meal reimbursements
were supported by receipts that were not itemized and two frequencies of missing receipts, and
therefore inadequate to determine reasonableness of the transactions, which does not comply with
NMAC travel and per diem rules, NMBC purchasing policy, and/or IRS regulations.
Approximately $2000 was found on the travel and per diem non-compliance out of a total
population $1,066,716 across Disbursement and SAC Compliance/Travel & Per Diem tests.

CRITERIA: Procedures are not followed as per policy. The Organization does not appear to be
compliant with NMAC 2.42.2, NMBC purchasing policy, and/or IRS regulations on travel and per
diem.

CAUSE: Although the organization’s board had approved the reimbursements and travels, the
organization did not follow state and DFA regulations or IRS regulations on travel and per diem.

EFFECT: Inadequate records of purchase and reimbursement-request receipts would not
demonstrate that misuse of funds occurred and would not meet IRS requirements and internal
NMBC policy on adequate documentation of business expenses.

RECOMMENDATION: The Organization should re-train all employees on meal reimbursement
and purchasing policies and procedures. The Organization also should review and implement
procedures to ensure all receipts must be itemized and correctly monitored to ensure they are
accurate and complete.

CLIENT RESPONSE:

NM Beef Council is subject to both federal and state regulations according to the Council's Act.
This is a hybrid organization and will continue to comply with federal rules and regulations
(specifically) as its normal business practices.
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NEW MEXICO BEEF COUNCIL
Other Disclosures

JUNE 30, 2013

An exit conference was held on August 26, 2013 and September 13, 2013, and the contents of this report
were discussed. Present at the conference were:

Darrell Brown Chairman

Dina Reitzel Executive Director
Don Umbrage, CPA Contract Accountant
C Jack Emmons CPA Independent Auditor
Mei Y. To Staff Accountant I1

Financial Statement Preparation

The New Mexico Beef Council has the capability of preparing, understanding and accepting the responsibility
for its own GAAP-basis financial statements. The Beef Council contracts with a contract public accountant
who is an integral part of their internal control system to prepare the financial statements.
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