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THE ADAMS GROUP, LLC

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report

Board of Directors
Colorado Beef Council Authority
Englewood, Colorado

Report on the Financial Statement

We have audited the accompanying Statement of Cash Receipts and Disbursements of Colorado
Beef Council Authority as and for the year ended June 30, 2020, and the related notes to the
Statement of Cash Receipts and Disbursements.

Management’s Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in
accordance with the cash basis of accounting described in Note 1; this includes determining that
the cash basis of accounting is an acceptable basis for the preparation of the financial statement in
the circumstances. Management is also responsible for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial
statement that is free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on this financial statement 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 statement
is free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statement. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statement.

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

In our opinion, the financial statement referred to above present fairly, in all material respects, the
cash receipts and disbursements of Colorado Beef Council Authority for the year ended June 30,
2020 and the cash equivalent balances as of as of June 30, 2020 in accordance with the cash basis
of accounting described in Note 1.

Emphasis of Matter

We draw attention to Note 1 of the financial statement which describes the basis of accounting.
The financial statement is prepared on the cash basis of accounting, which is a basis of accounting
other than accounting principles generally accepted in the United States of America.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
as a whole. The Schedule of Receipts - Program Basis (Supplementary Information) is presented
for purposes of additional analysis and is not a required part of the basic financial statements. The
Supplementary Information 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
statement. Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statement and certain other additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statement 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 Supplementary Information is fairly stated, in all material
respects, in relation to the basic financial statement as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August
11, 2020 on our consideration of the Authority’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 Authority’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 Authority’s internal control over financial
reporting and compliance.

Report on Other Legal and Regulatory Requirements

In accordance with the provisions of the Beef Promotion and Research Act of 1985 and Section
1260.181(b)(7) of the Promotion and Research Order relative to the use of funds collected by the
Authority insofar as they relate to accounting matters, we have also issued our report dated August
11, 2020 on our consideration of the Authority’s compliance with these provisions. The purpose
of that report is to describe the scope of our testing of compliance and the results of that testing,
and not to provide an opinion on compliance.

—/’_&%%MC

August 11, 2020
Denver, Colorado



COLORADO BEEF COUNCIL AUTHORITY
STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS

As ofand For the Year Ended June 30, 2020
Receipts:
Check-off assessments, net $1,599,411
Interest income 51,222
Total receipts 1,650,633
Disbursements:
Beef promotion and programs 1,029,138
Salaries 356,156
Collection fees 98,511
Employee benefits 77,374
Rent 55,768
Repairs and maintenance 46,950
Payroll taxes 26,862
Other employee expenses 19,556
Professional fees 13,442
Miscellaneous 9,536
Brand board 6,000
Board expenses 5,793
Computer and office supply 4,988
Postage 4,032
Telephone 2,159
Total disbursements 1,756,265
Deficiency of receipts over disbursements (105,632)
Cash and cash equivalents balance, beginning of year 1,921,699
Cash and cash equivalents balance, end of year $1,816,067

The accompanying notes to the financial statement are an integral part of this statement.
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COLORADO BEEF COUNCIL AUTHORITY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations and Reporting Entity

The Colorado Beef Council Authority (the “Authority”’) was formed in 1965 as the
Colorado Beef Board in accordance with the Promotion and Marketing Beef Act, which
was approved April 23, 1965 and put into effect July 1, 1965. The Authority’s name
was changed to the Colorado Beef Council Authority in July 1985 with the passage of
the Beef Board Bill.

The 1985 Farm Bill also established the Beef Promotion and Research Act (BPRA) and
the Beef Promotion and Research Order (BPRO), which authorized the Authority to
become a Qualified State Beef Council (QSBC) and begin collecting the check-off
funds for the Cattlemen’s Beef Promotion and Research Board (CBB). QSBCs must
have written procedures that ensure proper collection and compliance procedures as
prescribed by the BPRA, the BPRO, and the CBB.

The Authority is an independent State Authority. The Authority is controlled by a
Board of Directors appointed by the Governor of Colorado, consisting of eight industry
representatives from the producer, feeder, dairy, processing, and marketing segments
of Colorado’s beef industry. The State of Colorado exercises no other control over the
Authority. The Authority is not financially accountable to any other organization, nor
is it a component unit of another primary governmental entity. The Authority receives
oversight from the United States Department of Agriculture - Agriculture Marketing
Service and is held accountable to strict approval processes for all business activities
including financial, marketing/advertising, and legal matters.

A summary of the Authority’s significant accounting policies follows:

Basis of Accounting

The Authority’s accounts are maintained on the cash basis of accounting and the
Statement of Cash Receipts and Disbursements reflects only cash received and
disbursed. Therefore, receivables and payables, long-lived assets, accrued income and
expenditures, which may be material in amount, are not reflected in the accompanying
financial statement. The statement as presented is not intended to present financial
position or results of operations in conformity with accounting principles generally
accepted in the United States of America (U.S. GAAP).

Cash and Cash Equivalents

All highly liquid investments, including certificates of deposit, with a maturity of one
year or less when purchased are considered to be cash equivalents for purposes of the
Statement of Cash Receipts and Disbursements. Certificates of deposit are recorded at
amortized cost, which approximates market value.




COLORADO BEEF COUNCIL AUTHORITY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments

The Authority’s investment policy stipulates that investments may be in short-term,
high quality instruments that include U.S. government securities, U.S. government-
only money market funds with a current rating from Moody’s of Aaa or Standard &
Poor’s rating of AAA, or bank repurchase agreements executed with a sound financial
institution. Bank repurchase agreements must be collateralized by securities issued,
fully insured or guaranteed by the U.S. Treasury, a U.S. government agency, or U.S.
government-sponsored corporation.

Securities issued, fully insured, or guaranteed by the following agencies/corporations,
are acceptable investments provided the security has a maturity date of one year or less
at the time of purchase. Declining-balance securities, such as mortgage-backed
securities, are not acceptable.

U.S. Treasury

Federal Farm Credit Bank

Federal Home Loan Bank

Federal National Mortgage Association
Federal Home Loan Mortgage Corporation
Student Loan Marketing Association

These securities and the Government National Mortgage Association mortgage-backed
securities are acceptable collateral for repurchase agreements purchased by the
Authority, regardless of the length of maturity of the instrument, provided the market
value of the collateral is at times at least 102% of the amount invested in the repurchase
agreement.

The Authority did not have any investments at June 30, 2020 or 2019, other than the
cash equivalents disclosed in Note 2.

Check-off Assessments, Net

The Authority’s programs are financed by the $1 per head assessment on sales of
Colorado domestic cattle. Receipts are collected as sales of cattle are brand inspected
to the Authority by other states. The Authority is required to contribute to the CBB
50% of gross fees resulting from cattle sales. A portion of the remaining funds collected
is remitted to the state of origin, while the remainder is retained by the Authority and
used for promotion and research efforts in Colorado. The Authority is economically
dependent on receipts related to check-off assessments, which account for 98% of the
Authority’s total receipts.

Income Taxes
The Authority’s income is not subject to income taxes as provided in Section 115 of
the Internal Revenue Code.



COLORADO BEEF COUNCIL AUTHORITY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Tax Spending and Debt Limitations

Colorado voters passed an amendment of the State Constitution, Article X, Section 20,
which has several limitations, including revenue raising, spending abilities, and other
specific requirements of state and local governments. The amendment is complex and
subject to judicial interpretation. The Authority believes it is not subject to the
requirements of this amendment.

Budget and Budgetary Accounting
The Authority is exempt from Colorado budget law.

Risk Management

The Authority is exposed to various risks of loss related to torts; theft of, damage to,
and destruction of assets; errors and omissions; injuries to employees, and natural
disasters. The Authority carries commercial insurance to cover risks of loss that might
occur, subject to nominal deductible amounts. Settled claims related to any of these
risks have not exceeded commercial insurance coverage in the past three years.

NOTE 2 - CASH AND CASH EQUIVALENTS

The Authority’s policies with respect to cash, cash equivalents, and investments have
been established to comply with the policies outlined by the Agricultural Marketing
Service (AMS) and the CBB.

All bank deposits (e.g., checking, savings, or certificates of deposit) must be established
at financial institutions having Federal Deposit Insurance Corporation (FDIC)
insurance.

The Colorado Public Deposit Protection Act (PDPA) requires that all units of local
government deposit cash in eligible public depositories. Eligibility is determined by
State regulators. Amounts on deposit in excess of Federal insurance levels must be
collateralized. The eligible collateral is specified by PDPA. PDPA allows the institution
to create a single collateral pool for all public funds.

The pool is maintained by another institution or held in trust for all the uninsured public
deposits as a group. The State Regulatory Commission for banks is required by Statute
to monitor the naming of eligible depositories and reporting of the uninsured deposits
and assets maintained in the collateral pools.

At June 30, 2020, the Authority’s cash deposits had a book balance of $379,273 and a
corresponding bank balance of $108,582. The difference between the book and bank
balances is primarily due to outstanding checks not yet processed by the banks. Of the
bank balance, $250,000 was covered by FDIC and $129,273 was collateralized under
PDPA.



COLORADO BEEF COUNCIL AUTHORITY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2020

NOTE 2 - CASH AND CASH EQUIVALENTS (CONTINUED)

At June 30, 2019, the Authority’s cash deposits had a book balance of $219,352 and a
corresponding bank balance of $561,944. The difference between the book and bank
balances is primarily due to outstanding checks not yet processed by the banks. Of the
bank balance, $250,000 was covered by FDIC and $311,944 was collateralized under
PDPA.

Cash equivalents: Cash equivalents are comprised of certificates of deposit and have
initial maturities of 12 months or less. As a means of limiting its exposure to losses
arising from rising interest rates, the Authority’s investment policy limits its
investments to maturities of one year or less.

As of June 30, 2020 and 2019, the Authority had the following cash equivalents:

Certificates of Deposit: Interest Rate Balance
June 30, 2020 0.15 - 1.95% $1,707,485
June 30, 2019 1.45 - 2.35% $1,702,347

NOTE 3 - EMPLOYEE BENEFITS

Effective July 1, 2001, eligible employees are able to participate in the Simplified
Employee Pension Plan, a defined contribution plan. Authority contributions are 10%
of employee compensation with no employee match. The contributions may be
amended at the discretion of the Authority’s Board of Directors. Contributions made
by the Authority were $35,268 for the year ended June 30, 2020.

NOTE 4 - COMPENSATED ABSENCES

The Authority provides vacation to its employees up to a maximum of five workings
days during the first year of employment. This time can be taken any time after the first
six months of employment. After one year of employment the number of vacation days
is increased to 10. Then, after five years of employment, employees are entitled to 15
days and, after 10 years of employment, the employee can take 20 days. All vacation
time must be used within a year from the date it is earned and any unused vacation may
not be carried over into future years. Vacation accrual is calculated based on the
difference between year-end and the remainder of the one-year period that started on
the employee’s anniversary date. Further, the Authority also accrues sick leave for its
employees. Ten sick days are available per year accrued at .83 days for each month
worked from the employee’s anniversary date. Unused sick leave will be carried over
for only one year at which time it will be lost. No payment for unused sick days will be
made upon termination. At June 30, 2020, the liability for accrued vacation and sick
leave is $15,365.



COLORADO BEEF COUNCIL AUTHORITY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2020

NOTE 5 - CONTRACTS, COMMITMENTS, AND SUBSEQUENT EVENTS

As in prior fiscal years, the Authority has an agreement with the Federation of State
Beef Councils (the “Federation”) to remit a portion of its net revenues to the Federation
for advertising and program expenditures. Additionally, the Authority has the same
type of agreement with the U.S. Meat Export Federation (USMEF). The Authority has
commitments with various groups, including the Federation and USMEF, for
advertising, promoting its product, and sponsoring various events over the next fiscal
year. These agreements have a term of one year or less as of June 30, 2020.

The Authority leases its business premises under an operating lease expiring in June
2023. The following is a summary of the minimum lease payments existing as of June

30, 2020:

Years Ending June 30:
2021 $ 56,454
2022 57,642
2023 58,831

The Authority is also responsible for its ratable share of expenses for maintenance of
the common areas within the building. Total rent expense under these operating leases
was $55,768 for the year ended June 30, 2020.



COLORADO BEEF COUNCIL AUTHORITY
SCHEDULE OF RECEIPTS - PROGRAM BASIS

For the Year Ended June 30, 2020
Receipts:
Gross check-off assessments $4,609,070
Assessment revenues remitted to state of origin (1,388,869)
Assessment revenues remitted to Cattlemen's Beef Promotion
and Research Board (1,620,790)
Collection fees charged by state agency (103,499)
Net assessment receipts 1,495,912
Interest income 51,222
Total receipts $1,547,134
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THE ADAMS GROUP, LLC

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditor’s Report on Internal Control
Over Financial Reporting and on Compliance and
Other Matters Based on an Audit of the Financial
Statement Performed in Accordance with
Government Auditing Standards

Board of Directors
Colorado Beef Council Authority
Englewood, Colorado

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States,
the Statement of Cash Receipts and Disbursements of the Colorado Beef Council Authority
(the “Authority”), as of and for the year ended June 30, 2020, and the related notes to the
Statement of Cash Receipts and Disbursements, which collectively comprise the
Authority’s basic financial statement, and have issued our report thereon dated August 11,
2020.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statement, we considered the
Authority’s internal control over financial reporting (internal control) to determine the
audit procedures that are appropriate in the circumstances for the purpose of expressing
our opinion on the financial statement, but not for the purpose of expressing an opinion on
the effectiveness of the Authority’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Authority’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 a combination of deficiencies, in internal control such that
there is a reasonable possibility that a material misstatement of the Authority’s financial
statement will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies and, therefore, material
weaknesses or significant deficiencies may exist that were not identified. Given these
limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses or significant deficiencies.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial
statement is 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.

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 Authority’s internal control or on compliance. This report is an integral
part of an audit performed in accordance with Government Auditing Standards in
considering the Authority’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

’/l%%%uc,

August 11,2020
Denver, Colorado
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THE ADAMS GROUP, LLC

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditor’s Report on Compliance

Board of Directors
Colorado Beef Council Authority
Englewood, Colorado

We have audited, in accordance with auditing standards generally accepted in the United States of
America, the Statement of Cash Receipts and Disbursements of the Colorado Beef Council
Authority (the “Authority™) as of and for the year ended June 30, 2020, and the related notes to the
Statement of Cash Receipts and Disbursements, which collectively comprise the Authority’s basic
financial statement, and have issued our report thereon dated August 11, 2020.

In connection with our audit, nothing came to our attention that caused us to believe that (1) the
Authority was not in compliance with the provisions of the Beef Promotion and Research Act of
1985 (the “Act”) and the Beef Promotion and Research Order (the “Order”) relative to the use of
funds collected by the Authority insofar as they relate to accounting matters, or (ii) that the
Authority failed to accurately allocate expenses that it shared with any entity or funding source in
a manner that complies with the Act and the Order. Further, nothing came to our attention that
caused us to believe the Authority was not in compliance with the provisions of the Beef Board
Investment Policy for Qualified State Beef Councils dated March 14, 2016, which describes the
type of instruments in which the Authority may invest. Our audit was not, however, directed
primarily toward obtaining knowledge of such noncompliance. Accordingly, had we performed
additional procedures, other matters may have come to our attention regarding the Authority’s
noncompliance with the above referenced conditions, insofar as they relate to accounting matters.

This report is intended solely for the information and use of the Board of Directors and
management of the Authority, the Cattlemen’s Beef Promotion and Research Board, the U.S.
Department of Agriculture, and the State of Colorado and is not intended to be, and should not be,
used by anyone other than those specified parties.

August 11, 2020 7& d‘fb %,o, L

Denver, Colorado
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August 11, 2020

Board of Directors

Colorado Beef Council Authority
9781 S. Meridian Blvd., #250
Englewood, Colorado 80112

We have audited the financial statements of Colorado Beef Council Authority
(Organization) for the year ended June 30, 2020, and we will issue our report thereon
dated August 11, 2020. Professional standards require that we provide you with
information about our responsibilities under generally accepted auditing standards (and,
if applicable, Government Auditing Standards and the Uniform Guidance), as well as
certain information related to the planned scope and timing of our audit. We have
communicated such information in our letter to you dated May 29, 2020. Professional
standards also require that we communicate to you the following information related
to our audit.

Significant Audit Matters

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies.
The significant accounting policies used by Colorado Beef Council Authority are
described in Note 1 to the financial statements. No new accounting policies were
adopted and the application of existing policies was not changed during 2020. We noted
no transactions entered into by the Organization during the year for which there is a
lack of authoritative guidance or consensus. All significant transactions have been
recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past and
current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly
from those expected. The most sensitive estimate affecting the financial statements was:

e The estimated fair value of investments.
The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing
and completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all misstatements identified during the
audit, other than those that are clearly trivial, and communicate them to the appropriate
level of management. There was one adjustment recorded during the audit related to
interest earned on investments, which was recorded by management.



Colorado Beef Council Authority
August 11, 2020
Page 2

Disagreements with Management

For purposes of this letter, a disagreement with management is a disagreement on a financial accounting,
reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to the
financial statements or the auditor’s report. We are pleased to report that no such disagreements arose
during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated August 11, 2020.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application
of an accounting principle to the Organization’s financial statements or a determination of the type of
auditor’s opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Organization’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Other Matters

With respect to the supplementary information accompanying the financial statements, we made certain
inquiries of management and evaluated the form, content, and methods of preparing the information to
determine that the information complies with the cash basis of accounting, the method of preparing it has
not changed from the prior period, and the information is appropriate and complete in relation to our audit
of the financial statements. We compared and reconciled the supplementary information to the underlying
accounting records used to prepare the financial statements or to the financial statements themselves.

This information is intended solely for the use of the Board of Directors and management of Colorado
Beef Council Authority and is not intended to be, and should not be, used by anyone other than these
specified parties.

Sincerely,

Jraon ) G

Jason D. Adams, CPA
The Adams Group, LLC



