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MACKIE, REID & 
COMPANY, PA 

To the Counc il Members of the 
New Mexico Beef Counc il 

and 

REPO RT OF IN DEPENDENT AU DITO R 

Mr. Wayne 10hnson, State Aud itor 

Report on the Financial Sta tements 

Certified Public Accountants 

We have audited the accompanying financ ia l statements of the governmenta l activ ities, the major fund, 
and the budgeta ry compari son schedules of the New Mex ico Bee f Counc il , State of New Mexico 
(Counc il), as of and for the years ended June 30, 2018 and 201 7, and the re lated notes to the financia l 
statements, which coll ect ive ly comprise the Counc il ' s bas ic fi nancial statements as listed in the table of 
contents. 

Management 's Responsibility for the Financial Statements 

Management is responsible fo r the preparation and fa ir presentation of these fin ancia l statements in 
accordance w ith accounting princ iples genera lly accepted in the United States of America; this inc ludes 
the des ign, implementation, and ma intenance of interna l contro l re levant to the preparation and fai r 
presentation of fin anc ia l statements that are free from materia l misstatement, whether due to fraud or 
error. 

Audito r-'s Responsibility 

Our responsibility is to express opinions on these financ ia l statements based on our audits . We conducted 
our audits in accordance with auditing standards genera lly accepted in the United States of America and 
the standards applicabl e to fin ancia l audi ts conta ined in Government Auditing Standards , issued by the 
Comptro ller General of the Uni ted States . T hose standards require that we plan and perfo rm the audit to 
obta in reasonable assurance about whether the fi nancia l statements are free fro m materia l misstatement. 

An audi t involves perfo rm ing procedures to obta in audit evidence about the amounts and di sclosures in 
the fi nancial statements. T he procedures se lected depend on the auditor's j udgment, inc luding the 
assessment of the risks of mater ial misstatement of the fin ancia l statements, whether due to fraud or error. 
In mak ing those ri sk assessments, the audi tor cons iders interna l contro l re levant to the enti ty ' s preparation 
and fa ir presentation of the fin ancia l statements in order to des ign audit procedures that are appropriate in 
the c ircumstances, but not fo r the purpose of express ing an opinion on the effectiveness of the enti ty ' s 
internal contro l. Accordi ng ly, we express no such opinion. An audi t a lso inc ludes eva luating the 
appropriateness of accounting po lic ies used and the reasonableness of s igni fican t accounting estimates 
made by management, as well as eva luating the overa ll presentat ion of the fin ancia l statements. 

We be lieve that the aud it ev idence we have obta ined is suffi c ient and appropriate to provide a bas is fo r 
our aud it opinions. 

Opinions 

In our opinion, the financia l statements refe rred to above present fa irly, in all material respects, the 
respective financia l pos iti on o f the governmenta l activities and the maj or fund of the Counc il , as of June 
30, 2018 and 20 17, and the respective changes in fin ancia l position and the budgetary comparison 
schedules for the years then ended in accordance w ith accounting princ iples generally accepted in the 
United States of America. 
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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 3 through 7 be presented to supplement the basic financial statements. 
Such information, although not a part of the basic fmancial 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 fmancial 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 financial statements that collectively 
comprise the Council ' s basic financial statements. The accompanying fmancial information on page 21 
listed in the table of contents is presented for purposes of additional analysis and is not a required part of 
the basic financial statements. The schedule of cash accounts and pledged collateral is the responsibility 
of management and was derived from and relates directly to the underlying accounting and other records 
used to prepare the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the basic financial statements or to the basic financial statements themselves, and 
other additional procedures in accordance with auditing standards generally accepted in the United States 
of America. In our opinion, the information is fairly stated in all material respects in relation to the basic 
financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated September 11, 
2018, 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 solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Council's internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering the 
Council's internal control over financial reporting and compliance. 

Albuquerque, ew Mexico 
September II, 2018 
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STATE OF NEW M EX ICO 
NEW M EX ICO BEEF COUNCIL 

MANAG EMENT DISCUSS ION AND ANALYSIS (UNAUD ITED) 
FOR THE YEA R ENDED J UNE 30, 2018 

This discussion and analysis of the New Mexico Beef Council (NM BC) provides an overview of finan cial 
activities for the fi sca l year ended June 30, 20 18. It should be read in conj unction with financial 
statements on page 8 to 20 . 

This document will: 

• Highlight significant financial issues; 

• Provide an overview of the Beef Council's financial activity. Identify changes in the Council's financ ia l 
pos ition; 

• Identify any material deviation from the approved budget; and identify issues or concerns. 

BASICFI ANC IALSTATEMENTS 

Government- Wide Statements 

The government-wide statements report information about the New Mex ico Beef Council (NMBC) as a 
whole us ing accounting methods and di sclosures simi lar to those used by private- sector companies . The 
Statement of et Posi tion includes all of the MBC's assets and liab ilities. All of the current year 
revenues and expenses are accounted for in the Statement of Activities regard less of when cash is 
received or paid . This statement also reports the NMBC's net position and how they have changed. Net 
posi ti on, the difference between NMBC's assets and liabi li ties, is one way to measure NMBC's financia l 
health and position. 

Prior period unrestricted net position was increased 111 the current year. $9,620 was added to the 
unrestricted assets in fiscal year ended June 30, 20 18. 

Fund Statements 

A fund is an accountability unit used to mainta in control over resources segregated for specific activities. 
The Council uses one fund to ensure and demonstrate compliance with finance re lated laws and 
regulations. The focus of fund statements is on short tenn fi scal accountability re fl ect ing use of spendable 
resources during the yea r and the ba lance of spendable resources available at end of year. The 
government wide statements include long term assets whi le 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 ass ist in understanding the differences 
between the t,,'o perspect ives. A budgetary statement is included to demonstrate compliance with the 
Counc il adopted and fin al revised budgets. 

, 
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STATE OF NEW MEX ICO 
NEW MEXICO BEEF COUNCIL 

MANAGEMENT DISCUSSION AND ANALYS IS (U AUDITED) 
FOR THE YEAR ENDED JUNE 30, 2018 

FINA CIAL H]GI-ILIGHTS 

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-he lp 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 anima l so ld in the U.S. As per the federa l law, fifty cents of each 
dollar collected in New Mexico remains in the state. The NMBC oversees the co llection 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 Commun ications and industry 
Information Programs. 

The Beef Check-off is the sole source of funding for th is marketing program. The amount of check
off dollars collected is entirely dependent on the number of catt le so ld annually in the state. There are 
many factors that affect the number of cattle marketed and total catt le inventory in New Mexico. 

The fo llowing table reflects the Councils summary of the Statement of Net Position as of June 30, 2018 
and2017: 

ASSETS 

Cash and Other 
Capita l assets, net of depreciation 

T ota I assets 

LIABILITIES 

Current Liabilities 
Long Term Liabilities 

Total liabilities 

NET POSITION 

Invested in Capital Assets 
Unrestricted 

Total Net Position 

Total Liabilities and Net Position 

-4-

MACKIE, REID & COMPANY, P.A. 
CERTIFIED PUBLIC ACCOUNTANTS 

2018 

$ 701 ,756 
7,500 

709,256 

72,530 
30,909 

103,439 

7,500 
598,317 

605,817 

$ ~256 

$ 689,442 
9,267 

698,709 

63 ,049 
39,463 

102,512 

9,267 
586,930 

596, 197 

$ ~lil..2 



STATE OF NEW MEXICO 
N EW MEXICO BEEF COU C IL 

MANAGEMENT DISCUSSION AND A ALYSIS (UNAUDITED) 
FOR THE YEAR ENDED JU E 30, 2018 

The fo llowing table presents a condensed summary of data from the Counci l' s Statement of Activities. 

Gross assessment Received 
Less amounts remitted to other entities 

Total program revenues 

Program expenses 

In vestment revenues and other 

Change in net position 

Operating Assets 

2018 

$ 1,256,860 
( 645 ,056) 

611 ,804 

( 602,398) 

214 

$ 2620 

2017 

$ 1, 163 ,890 
( 596,668) 

567,222 

( 587,024) 

162 

$ (-1.2. 610) 

Operati ng 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 $687,92 1 at year 
end compared to $682,32 1 for the prior year. 

Capital Assets 

With the implementation of GASB 34, NMBC adopted a policy of not capitalizi ng assets which cost less 
than $5 ,000. There were no acqui sitions in current year. Current year depreciation amounted to $1 ,767. 

Liabilities 

The majority of 20 18 accounts payables were paid with the July FY 2018-2019 check run . Balances at 
year end amounted to $52 ,262 compared to $51 ,306 in the prior year. Accrued expense representing 
the liabi lity for emp loyee sick and vacation leave was at $47,581 and $47 , 582 , respectively , on the 
Statement of Net Position. Emp loyees are entitled to be paid 100% for vacation and unused sick leave. 

Net Position 

Net Position is presented in categories. The category labeled net investment in capital assets represents the 
net amount invested in the capital asset wh ich amounted to $7,500 at June 30, 2018. There are no 
liabilities connected to capital assets. The remaining balance is availab le for investment in Promotion, 
Consumer Information, Producer Communications and Industry Information Programs. Total net 
position per the statement of net position is $605,817, up 0.16% from total net position of $596, 197 in the 
pnor year. 

Revenue 

The NMBC's sole source of revenue is beef check-off dollars . NMBC is fOltunate , in that these producer 
funds are required by state statute to be co llected 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 
7.9% increase in actual revenue from the prior year is because more catt le are being so ld . Due to a partial 
recovery from the drought in the state, producers have been slow to increase their herd size (retain heifers). 
However, there are many factors that affect the number of cattle marketed and total cattle inventory in New 
Mexico. 

The amount collected that stays in the state of $611 ,804 is up 7.9% from the pnor year actual of 
$567,222. Interest earned is more than the original budget by 7%, and is up 32% from last year 
actual. 
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STAT E OF NEW M EX ICO 
NE W MEX ICO BE EF COUNC IL 

MANAGEMENT DI SCUSS ION AN D ANALYSIS (UNAU DITED) 
FO R T HE YEA R EN DED J U E 30, 2018 

Expend itures 

No significant or material devia tion from the amounts budgeted occurred in FYE June 30, 2018, other 
than noted be low. There were no unusua l or infrequent items that had a materia l effect on the results of 
operations. Budgeted expenditures equaled actual amounts. 

PROG RA M EXPE SES BY FUNCTIO 

ational Program 

The N MBC partic ipates in the Federation of State Beef Councils, ational Cattl emen's Beef Assoc iation 
(NC BA) and the United States Meat Export Federation (US MEF) by purchas ing board seats. Each board 
seat purchased entitles the MBC to representation on the respecti ve boards. This partic ipation is 
important to the ew Mex ico producers as these organizati ons are invo lved with maj or bee f check-off 
program contractors. Representation in the organizations a llows producers to give input on marketing 
programs paid for with bee f check-off dollars. The New Mexico representatives on the two latter boards 
are responsible for prov iding feedback to the state's producers on the business conducted at the NC BA 
and US MEF meetings . Expenditures amounted to $5 1,699 in the current year ve rsus $44,5 84 in the prior 
year. 

Promot ion Programs 

Promotion Programs include adverti sing, reta il , foodservice and school foodservice promotions. Current 
year's expenditures were up from the prior year's expend itures fo r Promotion Programs by .3%. 
Expenditures amounted to $ 173,003 in the current year versus $172,572 in the prior year. Current 
expenditures in the amount of $ 175,392 had originally been budgeted. 

Consumer Info rmation Programs 

Consumer Info rmation Programs include Public Relations, Health Education, Education and Cowbelle 
Education Partnerships. Expenses for Consumer Infomlation Programs were up 16% from the prior year 
and down 15% from orig inal budget. Expenditures amounted to $ 130,979 in the current year versus 
$ 11 2,9 10 in the prior yea r. Current expend itures in the amount of $ 154,240 had originally been budgeted . 

Research 

Beef check-off dollars are often used to fund research in the areas of Market, Product, Beef Safety, 
utri tion, and Prod uct Techno logy. Extensive research in this area is bei ng conducted at the national 

level. 

Producer Communications 

Producer Communications projects are ai med at keeping beef producers informed about the beef check
off program and the results of the program. Expenses for Producer Communi cations programs were up 
6.5% from prior year and up 1.9% from budgeted amounts. Current expenditures amounted to $92,279 in 
the current year versus $86,618 in the prior year. Expenditures in the amount of $90,570 had orig inally 
been budgeted. 
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STA TE OF NEW MEXICO 
NEW MEX ICO BEEF COU C IL 

MA AGEMENT DISCUSSIO A D ANALYS IS (U AUD ITED) 
FOR THE YEAR ENDED J UNE 30, 2018 

Industry Information Programs 

Industry In fo rmat ion Programs are ed ucation 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. 

Collections 

ew Mexico State Statute designates the ew Mexico Livestock Board (NMLB) as the collecting po int 
for beef check-off dollars in the state. The M LB is compensated 4% for each dollar it collects. 
Collections expense includes thi s fee as well as an education program for the livestock inspectors on 
check-off compliance and programs. Co ll ection expenses go up or down with amount of revenue 
collected. Current expenditures amounted to $89,845 in the current year ve rsus $84 ,812 in the prior yea r. 

MBC had origina lly budgeted $86,456 in the current fiscal year. 

Adm in istrati ve Expenses 

This year's actua l budget basis adm inistrati ve expenses before a lloca tion were down .3% fro m the prior 
year costs. The actua l amou nt expended was 99.7% of the orig inal budget. Administrative expenditures 
after a llocation amounted to $62,226 in the current yea r versus $82,302 in the prior year. NMBC had 
budgeted $66,860 for the current fiscal year. 

Total Expenditures 

Actual total expenditures on the budgetary basis of $600632 were down 4.98% from the orig ina l budget, 
and were up from the prior year actual of $581 ,0 II. 

Conclus ion 

Due to continuing efforts to promote beef and inform consumers and producers about the livestock 
industry in ew Mexico, the Counci l has been aggress ive in compiling the budget for the 20 18/2019 year. 
For the year ending June 30, 2019, the Counc il has approved a budget w ith projected revenues of 
$489,600 and expenditu res of $630,261 . 

Reg uests for I n formation 

The financial report is designed to provide a genera l overview of the New Mexico Beef Counci l's 
finances for a ll of those with an interest in the government ' s finances. Quest ions concern ing any of the 
information provided in this report or requests for add itiona l financial information shou ld be addressed to 
New Mexico Beef Council , 1209 Mountain Road Place N.E. Ste C, A lbuquerque, New Mexico 87110; 
505-841 -9707 . 
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ASSETS 

Cash 

STATEOFNEW MEX ICO 
EW MEX ICO BEEF COUNC IL 

STATEM E TSOFNETPOSITION 
JU E3 0,20 18AND 20 17 

Receivable from New Mexico Livestock Board 
and other state council s 

Other receivables 
Due from employee 
Prepaid expenses 
Capital assets, net of accumulated depreciation 

Total assets 

LIA BILITI ES 

Accounts payable 
Payro ll li ab ili ties 
Accrued compensated absences 

Payable within one year 
Payable after one year 

Total liab ilities 

NET POS ITION 

Net investment in capital assets 
Unrestricted 

Total net position 

See accompanying notes to the financial statements. 
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Governmenta l Activities 

$ 

2018 

604,828 

79,071 
3,445 

577 
13,835 
7,500 

709,256 

52,262 
3,596 

16,672 
30,909 

103,439 

7,500 
598,3 17 

$ ~81 7 

$ 

2017 

609,012 

73 ,309 

7, 12 1 
9,267 

698,709 

5 1,306 
3,624 

8, 119 
39,463 

102,5 12 

9,267 
586,930 

$ 596 121 



EXPENSES 
National program 
Promotion 
Consumer in format ion 
Prod ucer communications 
Industry informat ion 
Collections 
Administrative 
Depreciation 

Tota l expenses 

PROGRAM REVENUES 

STATE OF NEW MEXICO 
NEW MEXICO BEEF COU CIL 
STATEMENTS OF ACTIV ITIES 

YEA RS ENDED JUNE 30,2018 AND 20 17 

$ 

Gross assessment revenue collected 
Less assessment revenue remitted 

to other states 
Less assessment revenue remitted to 

Cattlemen's Beef Board 

Total program reven ues 

NET PROGRAM EXPE SE 

GENERAL REVENU E 
In vestment income 

Change in net position 

ET POSITION 
Beginning of year 

( 

Govemmental Activities 
201 8 20 17 

5 1,699 $ 44,584 
173,003 172,572 
130,979 112,9 10 
92,279 86,618 

600 1,353 
89,845 84,812 
62,226 82,3 02 

1,767 1,873 

602,398 587,024 

1,256,860 1, 163,890 

33 ,252) ( 29,446) 

611,804) 567,222) 

6 1 1,804 567,222 

9,406 ( 19,802) 

214 162 

9,620 ( 19,640) 

596,197 615,83 7 

End of year $ ~ 817 $ 

See accompanying notes to the financial statements. 
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STATE OF EW MEXICO 
EW MEXICO BEEF COUNC IL 

BALANCE SHEETS 
GOvERNME TAL FUND - GENERAL FUND 

JUNE 30, 2018 AN D 2017 
Governmental Fund 

ASSETS 
Cash 
Receivable from New Mexico Livestock Board 

and other state councils 
Other receivab les 
Due fro m employee 
Prepaid expenses 

Tota I assets 

LIAB ILIT IES 
Accounts payable 
Payro ll liab ilities and related benefits payable 

Total liab ilities 

FUND BALA CES 
Nonspendable 

Prepaid expenses 
Committed 

Pre $1 check off 
Assigned 
Unassigned 

Total fund balances 

Total liab ilities and fund balances 

RECONCILJATIO OF THE BALANCE SHEETS OF GOVE R 
TO THE STATEME TS OF ET POS IT IO 

Total fund balances 

Amounts repOited for governmental activit ie in the 
statements of net position are different because: 

Capita l assets used in government act ivit ies are not 
financial resources and therefore are not 
reported in the funds 

Certain accrued compensated absences are not due 
and payable in the current period and therefore 
not repOited in the funds 

Total net position (statements of net pos ition) 

See accompanying notes to the financial statements. 
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201 8 2017 

$ 604,828 $ 609,012 

79,071 73 ,309 
3,445 

577 
13 ,835 7,12 1 

$ $ 

$ 52,262 $ 5 1,306 
3,596 3,624 

55,85 8 54,930 

13 ,835 7, 121 

49,595 49,557 
140,661 13 1,4 18 
441 ,807 446,416 

645,898 634,512 

$ -.lOl $ 

MENTAL FUNDS 

$ 645,898 $ 634,5 12 

7,500 9,267 

( 47,58 1) 47,582) 

$ 605817 



STATE OFNEW MEX ICO 
NEW MEX ICO BEEF COUNC IL 

STATEMENTS OF REVENUES, EXPEND ITURES AND CHANGES IN 
FUND BALANCES 

GOVER MENTALFU D-GENERALFU 0 
YEARS E OED JUNE 30, 2018 AND 2017 

Governmental Fund 

REVENUES 
Gross assessment revenue collected 
Less assessment revenue remitted to 

other states 
Less assessment revenue rem itted to 

Cattlemen's Beef Board 
Investment income 

Total revenues 

EXPEND ITURES 
Current 

ational program 
Promotion 
Consumer information 
Producer communications 
Industry information 
Collectio ns 
Adm i n istrat ive 

Tota l current expenditures 

ET CHA GE IN FU 0 BALANCES 

FUND BALANCES - beginning of year 

FUND BALANCES - end of year 

20 18 

$ 1,256,860 

33 ,252) 

611 ,804) 
214 

612,018 

51 ,699 
173,003 
130,979 
92,279 

600 
89,845 
62,227 

600,632 

11 ,386 

634,512 

$ 6!:l5828 

2017 

$ 1,163,890 

( 29,446) 

( 567,222) 
162 

567,384 

44,584 
172,572 
112,910 
86,618 

1,353 
84,8 12 
78,162 

581,01 1 

( 13 ,627) 

648,139 

$ 

RECONC ILIAT ION OF THE STATEME TS OF REVE UES, EXPENDITURES AND CHA GES IN 
FUND BALANCES OF GOVERN ME TAL FUNDS TO THE STATEME TS OF ACTIV IT IES 

Amounts reported for governmental activities in the 
statements of activit ies are d ifferent because: 

Change in fund balances reported above 

Governmenta l funds report capital outlays as expenditures 
whi le in the statements of activities the cost of these 
assets is capitalized 

Governmenta l funds do not report depreciation expense 
which is recorded in the statements of act iv ities 

Governmental funds do not report net change in certa in 
accrued compensated absences 

Change in net pos ition (statements of activities) 

See accompanying notes to the financia l statements. 
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$ 11 ,386 

1,767) 

$ ( 13 ,627) 

( 

( 

1,873) 

4,140) 

MO) 



STATE OF EWMEXICO 
NEW MEXICO BEEF COUNC IL 

BUDGETARY COM PARJSON SCHEDULE 
BUDGET A D ACTUAL- GE ERAL F D 

YEAR ENDED JU E30, 2018 

Variances 
Budgeted Amounts Favorable 

Original Final Actual (Unfavorable) 
R£VE UES 
Gross assessment revenue collected $ 1,023,000 $ 1,256,860 $ 1,256,860 $ 

Less assessment revenue remitted 
to other states ( 22,000) ( 33,252) 33 ,252) 

Less assessment revenue remitted 
to Cattlemen's Beef Board ( 500,500) ( 611 ,804) 611 ,804) 

Other 200 214 214 

Total revenues 500.700 612,018 612.018 

EXPE DITURES 
Current 

Nationa l program 45,600 5 1,699 51 ,699 
Promotion 175,392 173 ,003 173,003 
Consumer information 154,240 130,979 130,979 
Producer communications 90,570 92,279 92,279 
Industry information 3,000 600 600 
Co llections 86,456 89,845 89,845 
Administrative 

Director salary 87,314 88, 126 88,126 
Administrative assistant salary 36,200 36,200 36,200 
Rent and utilities 34,260 34,260 34,260 
Payroll burden 44,205 39,557 39,557 
Insurance 26,000 22, 122 22, 122 
Contract services 11 ,700 11 ,700 11 ,700 
Office and postage 12,000 16, 106 16,106 
Stafftravel 12,000 11 ,009 11 ,009 
Auto and travel, council 14,000 16,766 16,766 
Telephone 6,000 5,414 5,414 
Audit and legal 10,719 10,750 10,750 
Staff sa lary 6,500 4, 184 4, 184 
Auto, director and staff 5,000 5,774 5,774 
Counci l meetings 5,000 4,841 4,841 
Stationery and supplies 2,000 1,030 1,030 
Theft loss 4,268 4,268 
Amount allocated 246,038) 249,880) 249,880) 

Capita l outlay 10,000 

Tota l expenditures 632, 11 8 600,632 600,632 

Excess (deficiency) of revenues over 
expenditures $ ( $ $ ~386 $ 

Fund balance at beginning of year $ 631 512 

See accompany ing notes to the financial statements. 
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STATE OF NEW MEXICO 
NEW MEXICO BEEF COU C IL 

BUDGETA RY COMPARISO SCHEDULE 
BUDGET AND ACTUAL - GENERAL FUND 

YEAR EN DED JUNE 30, 20 17 

Budgeted Amounts 
Origina l Final 

REVENUES 
Gross assessment revenue co llected $ 1,028,970 $ I, I 63 ,890 

Less assessment revenue rem itted 
to other states 22,000) 29,446) 

Less assessment revenue remitted 
to Cattlemen's Beef Board ( 503 ,485) 567,222) 

Other 400 162 

Total revenues 503,885 567,3 84 

EX PE DITURES 
Current 

Nationa l program 45,600 44,584 
Promotion 134,853 172,572 
Consumer in forma tion 144,464 11 2,910 
Producer communications 82,642 86,618 
Industry information 3,000 1,3 53 
Co llections 82,39 1 84 ,812 
Administrat ive 

Director sa lary 87,314 88, 126 
Adm inistrat ive ass istant salary 36,200 36,20 1 
Rent and utilities 34,260 34,260 
Payro ll burden 40,760 42,5 14 
Insurance 24,000 25 , 166 
Contract services 11 ,700 11 ,700 
Office and postage 12,000 16,300 
Staff trave l 12,000 13 ,432 
Auto and travel , council 14,000 12,561 
Telephone 6,000 5,43 I 
Audit and lega l 10,500 10,451 
Staff salary 6,500 3,728 
Auto, director and staff 5,500 3,796 
Cou ncil meetings 5,000 7,078 
Stationery and suppli es 1,800 2,587 
Amount a llocated ( 229,29 I) 235 , I 69) 

Capital outlay 10,000 

Total expenditures 581,193 581,011 

Excess (deficiency) o f revenues over 
expendi tures $ ( 113Q8) $( 13 (21) 

Fund balance at beginning of year $ 

See accompanyi ng notes to the financial statements. 
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Variances 
Favorable 

Actual (Unfavorable) 

$ I, I 63,890 $ 

( 29,446) 

( 567,222) 
162 

567,384 

44,584 
172,572 
112,910 
86,618 

1,353 
84,81 2 

88, 126 
36,20 1 
34,260 
42,5 14 
25, 166 
11,700 
16,3 00 
13 ,432 
12,561 
5,43 I 

10,45 I 
3,728 
3,796 
7,078 
2,587 

( 235 , I 69) 

581,01 I 

$ ( 13(21) $ 



I. ORGANIZATION 

STATE OF NEW MEXI CO 
NEW MEXICO BEEF COUNC IL 

NOTES TO FINA CIAL STATEME TS 
J UNE 30, 2018 AND 2017 

The ew Mexico Beef Council (Counc il ) was created to promote the beef industry in New Mexico 
through public re lations, research, education, and market development programs. The mi ss ion of the 
Council is to protec t and increase demand for beef and beef products in New Mexico through national 
and state developed conslilner marketing programs, thereby en hancing profit opportunities for beef 
producers in New Mexico. 

The Counci l 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 ew Mexico Department of Agriculnlre. The Director appoints nine Counci l members with the 
approval of the Governor for te rm s 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 o f rai sing, breeding, 
feeding, or growing catt le or ca lves for beef production or for dairy producti on . Appointments of 
Council members are to be made from lists of individuals recommended by farm organizations, 
producer associations and individual producers. The Director appoi nts one member to represent fluid 
mi Ik producers, five to represent beef producers, one to represent breeders of registered purebreds and 
two to represent com mercial cattle feeders. The Director serves as a non-voting ex-officio member of 
the Council. 

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

2. SUMMARY OF SIG IFICA T ACCOU TING POLI CIES 

The Council's fin ancia l statements are prepared in accordance with accounting principles generally 
accepted in the United States as prescribed by the Governmental Accounting Standards Board 
(GAS B). The GASB is responsible for establishing standards for accounting principles for state and 
loca l governments. Certa in of the s ignificant elements of those standards include: 

• A management discussion and analysis (MD&A) section providing an analysis of the Council's 
overa ll financial pos ition and results of operations . 

• Financia l statements prepared using full accrual accounting for all Council activities including 
presenta tion of capita l assets and related depreciation. 

Other s ignificant accounting po licies establi shed and used by the Council are discussed be low. 

A. Reporting Entity 

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

B. Govern ment-Wide and Indi vidual Fund Financial Statements 

The Council 's basic financial statements include both government-wide (reporting the Council as 
a whole) and fu nd financial statements (reporting the Council's only and majo r fund). Both the 
government-wide and individual fund financial statements report general government 
governmental type act ivities which include the c lass ificat ion of activities as national program, 
promotion, consumer information, producer communications, industry information, collections 
and administrative expenditures/expense. 
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STATE OF NEW M EX ICO 
NEW MEXICO BEEF COUNC IL 

NOTES TO FINANCIAL STATEMENTS 
JU E30, 2018A 0 2017 

2. SUMMARY OF SIGN IFI CA T ACCOU TI G POLI C IES (CO TTNUEO) 

B. Government-W ide and Indi vidua l Fund Financial Statements (Continued) 

The govern ment-wide financial statements are rep0l1ed using the economic resource 
measurement focus and the accrual basis of accounting. Therefore, in the statements of net 
position, a ll long term assets and receivables and deferred outflows of resources are recognized as 
we ll as a ll long term debt and ob ligations and deferred inflows of resources. The Council's net 
posi tion is reported in three pal1s - net investment in capital assets; restricted (none held at June 
30, 2018 and 20 17); and unrestricted. The statements of activities report the gross/net cost of the 
Council's beef promotion program. The Council is also suppol1ed by general investment income. 
The Council allocates a certa in portion of administrative costs to the class ifications of activities 
described above using a percentage cost allocation approach. The government-wide focus is 
more on the sustainability of the Counci l as an entity and the changes in the Council's net position 
resulting from current year' s activi ties. 

The financial transactions of the Council are reported in individual funds in the fund financial 
statements. The Counci l maintains one governmenta l fund being the general fund . The general 
fu nd accounts for all financial resources of the Counci l. This fund is accounted for by providing 
a separate set of self-balancing accounts that comprise its assets, li abilities, fund balances, 
revenues and expenditures/expenses. The focus of the governmental general fund measurement 
is upon determinati on of financial position and changes in financial position (sources, uses, and 
ba lances of financial resources) rather than upon net income. The fund statements are presented 
on a current financial resources measurement focus and modified accrual basis of accounting. 
This presentation demonstrates lega l compliance and the source and use of liquid resources. The 
Council reports the budget under this presentation. Reconciliations are presented to explain the 
differences between the fund financial statements and the government-wide financi al statements. 

C. Basis of Accounting 

Basis of accounting refers to the ltmll1g at which revenues or expenditures/expenses are 
recognized in the accounts and reported in the finan cial statements. It re lates to the timing of the 
measurements made, regardless of the measurement focus applied. 

I. Accrual - A II governmental activities in the government-wide financial statements are 
presented on the accrual basis of accounting usi ng the economic resources measurement 
focu s. 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 financia l resources measurement 
focus. Under thi s 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 liab ili ty is incurred. The exception to this 
general rule is that principal and interest on general obli gat ion long-term debt, if any, is 
recognized when due and employees ' compensated absences are recorded when paid . 

The one-do ll ar assessment revenue is considered measurable and available when held by 
the co llecti ng entity, the ew Mexico Livestock Board. 
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STATE OF EW MEX ICO 
EW MEX ICO BEEF COUNC IL 

OTES TO FrN A CIAL STATEMENTS 
JU E30, 201 8 A 0 20 17 

2. SUMMARY OF SIG IFICANT ACCOU TING POLICIES (CONTINUED) 

D. Budgets and Budgetary Accounting 

The Council follows these procedures 111 establi shing the budgetary data reflected 111 the 
budgetary compari son schedules: 

I. The Executive Director presents the budget to the Council for approva l no later than April 
25 for the fi sca l year beginning July I. 

2. The proposed budget is subm itted to the Di rector of the ew Mexico Department of 
Agricul ture by May I fo r the fi scal year beginning July I. The Director also submits the 
budget to the New Mex ico Department of Finance and Administration. 

3. The budget fo r the general fund is adopted on a modi fi ed accrual bas is of accounting. 

4. Budget control is exercised at the fund level and may not be exceeded. 

5. Budget in fo rmation has been revised and the revision was made pursuant to Council 
approva l. 

E. Prepaid Expenses 

These amounts represent expenses which have benefit to the Council beyond the years June 30, 
20 18 and 2017, respective ly. Prepaid expenses are expensed when consumed and allocated to the 
fi sca l year in which they are used. 

F. Capital Assets 

Capital assets purchased or acquired for governmental activities with an original cost of $5 ,000 or 
more are reported at historica l cost or estimated hi storica l cost. Additions, improvements and 
other capital outlays that significantly extend the useful life of an asset are capitali zed. The 
Council has no capitalized computer software costs. Other costs incurred fo r repairs and 
maintenance are expensed as incurred. All capital assets of the Council are in the furniture and 
equipment class, fo r which depreciation is provided on the straight line basis over useful lives 
ranging from five to sixteen years. Depreciat ion expense is not all ocated to program functions of 
the Council. 

G. Compensated Absences 

The Council accrues accumulated vacation and sick leave and associated employee related costs 
when earned by full time employees in suppOl1 of governmental activities. 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 carryover 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 fi sca l year subj ect to a 720 hour limitation. Upon 
termination with notice, the Counci l will compensate an employee for one hundred percent of 
accrued and unused sick leave at current employee pay rates. Compensated absences have been 
liquidated in the general fund . 
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STATE OF NEW MEXICO 
NEW M EXICO BEEF COUNCIL 

NOTES TO FfNANCLAL STATEM ENTS 
JUNE 30, 20 18 AND 2017 

I . SUMMARY OF SIGN IFICANT ACCOUNTING POLICIES (CO T fNUE D) 

G. Compensated Absences (Continued) 

Changes in compensated absences fo r the years ending June 30, 20 18 and 2017 are as fo llows: 

June 30, 20 17 

$ 47 582 

June 30, 201 6 

$ 4144 

Increases Decreases June 30, 2018 Current portion 

Ba lances $ 15 583 $ 4758 1 $ 16672 

Increases Decreases June 30, 201 7 Current portion 

Ba lances $ 16660 $ 12520 $ 47582 $ 8 119 

H. Use of Estimates 

The preparation of fi nancia l statements in conformity with accounting principles genera lly 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the repOlted amounts of assets and liabilities at the date of the fin ancial 
statements and the repOlted amounts o f revenue and expenditures/expenses dur ing the reporting 
period. Accord ingly, actual resul ts could di ffe r from those estimates. 

I. Risk Management 

The Council is exposed to various ri sks of loss fo r which the Council carries in surance (Auto, 
Employee Fide lity Bond, General Liabi lity and Workers Compensation) with the State of New 
Mexico Risk Management Div ision. There have been no settled claim s which have exceeded 
insurance coverage in any of the past three fisca l years . 

J . Fund BalanceslNet Position 

The Counci l reports fund ba lances in the fo llowing categories: 

• Nonspendable - amounts that cannot be spent because they are e ither not in spendable 
fo rm or are lega lly or contractually requi red to be ma in tai ned in tact. 

• Restri cted - amounts that are restricted to specific purposes either externally imposed by 
creditors, grantors or laws or regulations or imposed by law through constitutional 
provisions or enabling legislation. 

• Com mi tted - amoun ts that can only be used fo r spec ific purposes pursuant to formal 
action of the government's highest decision making authority. 

• Assigned - amounts that are intended to be used fo r specifi c purposes, but are neither 
restricted not committed. 

• Unass igned - remaining general fu nds ba lances not restricted, commi tted, or ass igned. 

The Counci l board is its highest leve l of decision making authority. To establish committed fund 
balances, the Council is required to take formal action. Prior actions have established the Pre $ 1 
check off collections as committed funds. 

As of June 30, 2018, and 2017, pursuant to Council action, the general fund ass igned fund 
balance includes the amount necessary to ba lance the budget, $ 140,661 fo r the year ended June 
30, 20 19 and $ 13 1,4 18 fo r the year ended June 30, 201 8, respective ly. 

The Counc il 's po licy is to apply restricted resources fi rst when an expense is incurred fo r which 
both restricted and unrestricted net position or fund balances are ava ilable. Net pos ition represents 
the excess of assets over liab ilities of the Council at June 30, 2018 and 20 17. 
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STATEOF EW MEXICO 
NEW MEX ICO BEEF COUNC IL 

NOTES TO FfNANClAL STATEME TS 
JUNE 30, 201 8 AN D 20 17 

2. SU MMARY OF SIGN IFICANT ACCOUNTING POLICiES (CONT INUED) 

K. Stewardship, Com pl iance, and Accountabili ty 

For the years ended June 30, 201 8 and 201 7, respectively, the genera l fund budgeted expenditures 
exceeded budgeted revenues by $131,4 18 and $77,308 . Fund balance at the beginning of the year 
was used to complete the budget process. 

L. Reclass ifications 

Certai n amounts in 20 17 have been rec lass ified to confo rm with the 20 18 presentation. 

3. CAS H AN D CAS H EQU IVALENTS 

Cash and cash equivalents represent a bank operating checking account, a bank money market account 
and a petty cash fund. 

The Council is authorized to deposit its money in banks, savings and loan associations or credit unions 
whose accounts are insured by an agency of the United States Government. 

Excess funds may be 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 fa ith and credit of the Uni ted States . Pursuant to federal statute and defin ed by the 
United States Department of Agri cul ture, investments must be short tenn , high quali ty and interest 
bearing instruments. No excess fu nds were invested in securities during the years ended June 30, 201 8 
and 2017, respective ly . 

At June 30, 2018 and 20 17, respecti ve ly, the Council 's cash amounted to $604,828 and $609,01 2 
( including petty cash o f $300). The total bank balance at June 30, 2018 of $7 14,3 14 is compri sed of 
the operating checking account $435 ,582 and money market account $278,732. The total bank balance 
at June 30, 201 7 of $690,81 9 was comprised of the operating checking account $4 12,321 and money 
market account $278,498. 

Pursuant to New Mexico state statute, depos its of public moni es are req uired to be collateralized in 
amounts equal to one ha lf of the amount on deposit in excess of insured pu blic money in each financial 
institution. The Beef Promotion and Research Board investment po licy for Qualified State Beef 
Councils requires 100% collatera l for deposi ts in excess of the FDIC insurance amount. The Council 
has met these requirements. 

Custodial credit ri sk is the risk that in the event of bank failure the Council ' s deposits may not be 
returned . Deposits are exposed to credit ri sk if they are not covered by deposit in surance and the 
deposits are uncollateralized, co llateralized by securities held by the pledging fin ancial institutions, or 
co llateralized with securiti es he ld by the pledging fin ancial institution's trust department or agency but 
not in the name of the Counci l. Funds in the amount of $464,3 14 and $440,81 9 as of June 30, 201 8 
and 2017, respecti ve ly, were exposed to custodial ri sk due to being uninsured and co llatera lized with 
securities held by the bank' s agent but not in the Counc il ' s name. 
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STATEOF NEW M EX ICO 
N EW MEXlCO BEEF CO UNC rL 

NOTES TO FIN ANC IAL STATEMENTS 
J UNE 30, 2018 AND 20 17 

4 . CA PITA L ASSETS 

Cap ita l asset activity for the year ended June 30, 2018 is as fo llows: 

June 30, 201 7 Increases 

Furnitu re and equipment $ 134,089 $ 
Less accumulated depreciation 124,822 1,767 

Capita l assets, net $ 2261 $ 

Capi ta l asset activi ty for the year ended June 30, 201 7 is as fo llows : 

J une 30, 201 6 Increases 

Furn iture and equipment $ 134,089 $ 
Less accumulated deprec iation 122,949 1,873 

Capita l assets, net $ II 14Q $ __ 18 

Decreases June 30, 2018 

$ $ 134,089 
126,589 

$ $ 15QQ 

Decreases June 30, 201 7 

$ $ 134,089 
124,822 

$ $ 261 

5. ASSESSMENT REVENUEfRECEIVABLE FROM EW MEX ICO LIVESTOCK BOA RD 

The Counc il is mandated by Federal statute to levy and impose an assessment (check-off dollars) to be 
fi xed at a rate of one dollar per head on a ll calt le involved in a transfer o f ownership within the state. 
Fifty percent of co llections for catt le originating in New Mex ico is fo rwarded to the Cattlemen's Beef 
Promotion and Research Board. 100% of collections for cattle not origi nating in ew Mexico are 
fo rwarded to the state in which they originated. The assessments reta ined by the Council are used to 
accompli sh the purpose of the Council , which is the promotion of the beef industry. 

The New Mexico Livestock Board (N MLB), a New Mex ico State Agency, collects on behalf of the 
Council the assessment described above with respect to cattle transactions that are subj ect to the 
oversight and jurisdictional powers of the NMLB. Monthly, the N MLB is required to remit to the 
Council the assessment collections from the previous month . 

The MLB is authorized to receive a co llection fee for thei r role in co llecting assessments upon cattle 
invo lved in a transfer of ownership at the same time a state brand inspection required for movement of 
cattle is perfo rmed pursuant to New Mexico state statute. The Statute a llows that the N MLB be 
reimbursed for co llect ion expenses of not more than four cents ($.04) per head on those cattle involved 
in a transfer of ownership. During the years ended June 30, 20 18 and 201 7, the NMLB has billed the 
Counc il $48,322 and $44,645, respect ively. 

6. RETIREM ENT PLAN 

All of the Counci l's employees partic ipate in the ew Mexico Beef Council Simplified Employee 
Pension (SEP) Plan. The SEP is a defined contribution plan established in accordance wi th Section 
408(k) of the Interna l Revenue Code. 
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STATE OF NEW MEX ICO 
NEW MEXICO BEEF COUNCIL 

NOTES TO FINANC IAL STATEMENTS 
JUNE 30, 20 18 AN D 201 7 

6. RETIREMENT PLAN (CONTINUED) 

The SEP is not administered through a trust. Each eligible employee creates an indi vidual retirement 
account with Capita l Guardian Trust Company (a third party financ ial institution trustee) titled for the 
benefit of the employee. Contr ibutions vest 100% with the employee when made by the Council. 
Investment of accoun t assets and distributions of account assets are under the direction of the 
respective employee. Council contr ibutions are made fo r each employee who has reached age 2 1, and 
has been employed by the Council for one year. Counc il contributions are di scretionary. Annual 
di scretionary contributions are limited to the lesser of25% of employee compensation or $54,000 . The 
pension benefit that the employee will rece ive depends on contribution made and actual earnings from 
investments. 

Contribution amounts pai d by the Council amounted to $34,695 and $28,302 during the years ended 
June 30, 201 8 and 201 7, respective ly. Council contribution expense for the years ended June 3 1, 201 8 
and 20 17 amounted to $29,81 3 and $33, 184, respective ly, computed at 25% of employee 
compensation. 

7. OPERATING LEASE 

The Council leases office space under an agreement renewed April I, 2018 which expi res March 3 1, 
202 1 with required monthly payments of $2,855. The lease is subject to a clause which commits the 
Counc il only for each fi sca l year. Expend itures under this lease amounted to $34,260 in each of the 
years ended June 30, 20 18 and 2017, respectively. Minimum lease payments under thi s lease th rough 
March 202 1 amounts to $34,260 fo r the years ending June 30, 20 19 and 2020 and $25 ,695 for the year 
ending June 30, 2021 , respectively. 

8. SUBSEQUENT EVENTS 

Management has evaluated subsequent events through September I I , 2018 the date which the 
financ ial statements were ava ilable to be issued . 
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STATE OF EW MEXICO 
EW MEXICO BEEF COUNCIL 

SCHEDULE OF CASH ACCOUNTS A D PLEDGED COLLATERAL 
JUNE 30, 20 18 

New Mexico Bank & Trust 

Balance per books 

Balance per bank 

Less: FDIC coverage 

Total uninsured public funds 

Beef Promotion and Research Board Qual ifi ed State 
Beef Council Investment Policy co llateral 
req uirement at 100% 

New Mexico state statute col latera l req uirement at 50% 

Pledged collateral: 

FNMA Pool AY I366 3.5% 
4/ I /2045 , par value $1 ,0 I 1,659 
CUS IP # 3138YEQU4 

FNMA Pool A Y3543 3.5% 
5/ 1/2045 , par value $471 , 130 
CUS IP # 3 I 38YGZT2 

F MA Pool A Y3455 3.0% 
5/ I /2045, par va lue $319,93 I 
CUS IP # 3138YGZV7 

Collateral held by agent of ew Mexico Bank & 
Trust, Heartland Financial USA Inc. 
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Money Market 

$ 278 732 

$ 278732 $ 714,314 

250,000) 

$ 

$ 232 157 

$ 1,010,909 

469,465 

3 10,238 



MACKIE, REID & 
COMPANY, PA 

Certified Public Accountants 

REPORT OF INDEPENDENT AUDITOR ON COMPLIANCE WITH 
THE BEEF PROMOTION AND RESEARCH BOARD 

INVESTMENT POLICY FOR QUALIFIED STATE BEEF COUNCILS 

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 maj or fund and the budgetary comparison schedule of the New Mexico Beef Council, State 
of New Mexico as of June 30, 2018 and for the year then ended . These financial statements are the 
responsibility of the Council's management. 

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 Board Investment Policy for 
Qualified State Beef Councils dated March 14, 2016 which describes the type of instruments in which the 
Council may invest. 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 should not be used 
for any other purpose. 

Albuquerque, New Mexico 
September 11 , 2018 
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MACKIE, REID & 
COMPANY, PA 

Certified Public Accountants 

REPORT OF INDEPENDENT AUDITOR ON COMPLlA CE WlTH 
THE BEEF PROMOTIO AND RESEARCH ACT OF 1985 AND 

THE BEEF PROMOTION AND RESEARCH ORDER 

To the Council Members of the 
New Mexico Beef Council 

We have audi ted in accordance with aud iting standards generally accepted in the United States of 
America and the standards applicab le to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States the financ ial statements of the governmental 
activ ities, the major fu nd and the budgetary comparison schedule of the New Mexico Beef Council , State 
of New Mexico as of June 30, 2018 and fo r the year then ended . These financial statements are the 
responsibil ity of the Counci l's management. 

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 1260.18 1 
(b) (7) of the Beef Promotion and Research Order relative to the use of funds co llected by the Counci l 
insofar as they rel ate to accounting matters and that the Council failed to accurate ly allocate expenses that 
it shared with any other entity or funding source in manner that complies with the act and order. 
However, our audit was not directed primarily toward obtaining knowledge of such noncompliance. 

Th is 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 shou ld not be used 
for any other purpose. 

Albuquerque, New Mexico 
September 11, 2018 
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REPORT OF rNDEPENDENT AUD ITOR ON INTERNA L CONTROL OVER 
FrNANC IAL REPORTrNG AN D ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUD IT OF 
FrNANC IAL STATEMENTS PERFORM ED IN ACCORDANCE 

WITH GOVERN MENT AUDIT ING STANDARDS 

To the Counci l Members of the 
New Mexico Beef Counc il 

and 
Mr. Wayne Johnson, State Auditor 

We have audited, in accordance with the auditing standards generally accepted in the United States o f 
America and the standards applica ble to fin ancia l audits conta ined in Government Auditing Standards 
issued by the Comptroller Genera l of the United States, the financ ia l statements of the governmental 
activities, the maj or fund , and the budgetary compari son schedules o f the New Mex ico Beef Council , 
State of ew Mexico (Counc il ) as of and for the years ended June 30, 2018 and 20 17 and the re lated 
notes to the financia l statements, which co llective ly compri se the Counci l' s basic financia l statements, 
and have issued our repOli the reon dated September II , 2018 

Internal Control over Financial Reporting 

In planning and performing our aud it of the financ ial statements, we cons idered the Council ' s interna l 
contro l over financial reporting ( internal contro l) to determine the audi t procedures that are appropriate in 
the circumstances for the purpose of express ing our opinions on the fin ancia l statements, but not fo r the 
purpose of expressing an opinion on the effectiveness of the Counc il 's internal contro l. According ly, we 
do not express an opinion on the effectiveness of the Counc il ' s internal control. 

A deficiency in internal control exists when the des ign or operation of a control does not a llow 
management or employees, in the norma l course of performing their ass igned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies , in in terna l contro l, such that there is a reasonab le poss ibility that a material misstatement 
of the entity's financia l statements will not be prevented, or detected and corrected on a timely basis. A 
significant defic iency is a deficiency, o r a combination of defic iencies, in internal contro l that is less 
severe than a material weakness, yet impOliant enough to meri t attention by those charged wi th 
governance. 

Our consideration of interna l contro l was for the limited purpose described in the first paragraph of this 
sect ion and was not des igned to identify a ll deficiencie s in interna l contro l that might be mater ia l 
weaknesses or s ignificant defic ienc ies and therefore, materia l weaknesses or significant defic iencies may 
ex ist that have not been identified. Given these limi tat ions, during ollr audit we d id not identify any 
deficiencies in internal contro l that we cons ider to be materia l weaknesses. We did identify celiain 
deficiencies in interna l contro l, described in the accompanying schedule of findings and responses that we 
consider to be s ignificant deficiencies as items 20 18-00 I and 20 18-002. 

4001 Indian School Road, NE, Suite 110 
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Co mpliance and Other Matters 

As part of obtaining reasonable assurance about whether the Council's fmancial statements are free from 
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 no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 

New Mexico Beef Co un cil's Response to F indings 

The Council ' s response to the findings identified in our audit is described in the accompany schedule of 
findings and responses. The Counci l's responses were not subjected to auditing procedures applied in the 
audit of the financial statements and, accordingly, we express no opinion on it. 

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 results of that testing, and not to provide an opinion on the effectiveness of the entity's internal 
control or on compliance. Th is report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity's internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

Albuquerque, New Mexico 
September II, 2018 
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Current Year Findings 

STATEOF EWM EX ICO 
NEW MEXICO BEEF COUNC IL 

SC HEDULE O F FIN DIN GS AND RESPON SES 
JUNE3 0,20 18 

2018-00 I Employee Theft/Fraud (s ignificant defic iency) 

2018-002 Cash disbursement documentation (s ignificant defic iency) 
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Current year findings 

STATE OF NEW MEXICO 
NEW MEX ICO BEEF COUNC IL 

SC HEDULE OF FIN DINGS AND RESPONSES 
JUNE30,20IS 

20 IS-OO I Employee Theft/Fraud (sign i fi cant deficiency) 

Criteria 

Counc il resources shou ld on ly be used for approved Counc il activ ity. 

Condition 

The New Mexico Beef Counc il (Council ) had in place an ava ilab le but inacti ve cred it card. In June 20 1S, 
the Counci l identified that an employee (s ince terminated) had ga ined access to the card and charged 
personal expenses on the credit card during the time period July 2017 to June 20 IS. Monthly card 
statements were set to be e lectronically accessib le. In addition, this emp loyee stole other staffs financial 
information mak ing un authori zed bank account transfers to pay down the noted credit card balance. In 
addit ion, the Counci I has identi fi ed other employee persona l expense fraud. As of September I I, 20 18 the 
aggregate identified theft amounts to $4,26S. The Counc il has reported to law enforcement and to the 
State Auditors Office. 

Effect 

Counc il resources were improperly spent. 

The exist ing Council control of secure physical access to the cred it card was not suffic ient. Counci l 
controls did not address internet access and mail considerations. 

Recommendati on 

We recommend that the Counc il ensures that a ll credit cards are used in some manner subj ecting the 
credit card to the daily disbursement oversight process. A lternatively, if the credit card is not necessary 
that it be cancell ed. 

Response and Planned Corrective Act ions 

Access to the credit card has been inactivated in June 20 IS and the card wi ll be cance lled upon the 
conclusion of the case by the executive director. A ll credit cards will require paper statements and be 
subjected to Counc i I procurement procedures. 
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Current year findin gs 

STATE O F NEW MEX ICO 
NEW M EXICO BEEF COU C IL 

SC HEDULE O F FINDIN GS AND RE SPONSES 
JUNE 30, 2018 

2018-002 Cash di sbursement documentation (s ignificant defic iency) 

Criteria 

A ll Council expenditures are to be suppol1ed by receipt documentation that c learly identifies the item 
purchased, do ll ar amount, and the business purpose. 

Conditi on 

During cash disbursement testing procedures perfo rmed it was noted that two out of fOlty three cash 
d isbursements aggregating $677 tested did not inc lude the proper documentation. Vendor charges were 
paid with a vendor statement noting tota l amounts due or vendor receipts without purchased item deta il or 
business purpose notations. 

Documentat ion lacking the above c riteria w ill not substantiate proper use of Council resources. 

Even though receipts or a statement fro m the vendor were used fo r the payment process, the ex isting 
fo rmat does not a llow for full item desc ription and business purpose identification. 

Recommendation 

We recommend the Council ensures complete di sbursement documentation exists to support the item 
purchased, do llar amount and business purpose. It may be necessary to supplement the vendor receipt 
w ith additional written deta il s. 

Response and Planned Correcti ve Actions 

The executive director, program assistant and administrative ass istant will delineate items purchased and 
appropria te business purpose on recei pts upon purchases made. 
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STAT E O F NEW MEX ICO 
NEW MEXICO BEEF COUNCIL 

J UN E30, 2018 

An exit confe rence was he ld on September 14, 20 18 and the contents of this report were discussed. 
Present at the conference were: 

Susie Jones 

Dina C. Reitze l 
Don Umbrage, CPA 
Jim Van Der Geest, C PA 

Financia l Statement Preparat ion 

Audit Committee, Chairperson/Current Member 

Executive Director 
Contract Accountant 
Independent Accountant 

The New Mex ico Beef Counc il contracts with an outs ide independent public accountant to prepare the 
financia l statements. 
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