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NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

BACKGROUND

The Grain Sorghum Program was created in 1981 to fund market development, promotion, education,
and research programs related to grain sorghum. In 1985, the Board's dtatutory authority was
broadened to alow up to 25% of the budget to be used to influence federd legidation. Effective July 1,
1992, the Nebraska Grain Sorghum Board was granted separate agency status. Prior to that time, the
Board was included as a subdivision of the Nebraska Department of Agriculture.

A severrmember Board has the respongibility to administer, supervise, and operate the program. Six of
the Board members are appointed by the Governor to three-year terms on adistrict basis. The seventh
member, serving in an a-large capacity, is eected by the Board. Board members must be citizens of
Nebraska who are & least 21 years old and are actudly engaged in grain sorghum production. The
Director of the Department of Agriculture and the Vice Chancellor of the University of Nebraska's
Ingtitute of Agriculture and Natura Resources serve as ex-officio members of the Board. The Board is
required to meet a least four times a year. Members are not paid, but are reimbursed for ther
expenses.

Foreign and domestic market development activities of the Grain Sorghum Board are conducted

through the U.S. Feed Grains Council and the Nationa Grain Sorghum Producers Association. The
Council, which is headquartered in Washington D.C., has 11 international offices and oversees projects
in 80 nations around the world. Research activities are carried out in conjunction with the University of
Nebraska. The Board has authorization to invest up to 25 percent of its budget to address areas of

federd legidation affecting the grain sorghum industry. Funding for the program is provided by alevy of
one cent per hundredweight of grain sorghum sold in the State.

MISSION STATEMENT

The mission of the Nebraska Grain Sorghum Board is to develop, carry out, and participate in program
of research, education, market development, and promotion aimed at enhancing the profit potentid and
economic well-being of sorghum producersin Nebraska.
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NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

COMMENT AND RECOMMENDATION
During our audit of the Nebraska Grain Sorghum Development, Utilization, and Marketing Board, we
noted a certain matter involving the interna control over financid reporting and other operationa matters

which is presented here. The comment and recommendation is intended to improve the internd control
over financia reporting, ensure compliance, or result in operationd efficiencies.

Travel Reimbursements

Neb. Rev. Stat. Section 81-1174 R.R.S. 1999, requires requests for expense reimbursements be
submitted each month.

Two of four expense documents tested did not comply with the statutory requirement. Both documents
requested reimbursements for expenses from January 2002 through February 2002 and the Board did
not receive the reimbursements until March 2002. Thiswas a prior audit comment.

We recommend the Board submit travel reimbursements in compliance
with Section 81-1174.

Board’s Response: The audit comment and recommendation relative to travel reimbursements
was discussed by the Board at their meeting on April 9, 2003. All directors and staff were
apprised of Neb. Rev. Stat. Section 81-1174 R.R.S. 1999, which requires that requests for
expense reimbursement be submitted on a monthly basis and instructed to be as diligent as
possible in submitting expense claims in a timely manner.

It should be noted this report is criticadl in naure since it contans only our comment and
recommendation on the area noted for improvement.

Draft copies of this report were furnished to the Board to provide them an opportunity to review the
report and to respond to the comment and recommendation included in this report. The formd
response received has been incorporated into this report. The response has been objectively eva uated
and recognized, as appropriate, in the report. A response that indicates corrective action has been
taken was not verified a thistime but will be verified in the next audit.

We gppreciate the cooperation and courtesy extended to our auditors during the course of the audit.
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NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying financid datements of the governmenta
activities and each mgor fund of the Nebraska Gran Sorghum Development,
Utilization, and Marketing Board (Board), as of and for the year ended June 30,
2002, which collectively comprise the Board's basic financid statementsaslisted in
the Table of Contents. These financid dtatements are the responghility of the
Board's management. Our repongihility is to express opinions on these financia
Statements based on our audit.

We conducted our audit in accordance with auditing sandards generdly accepted
in the United States of America and the standards gpplicable to financia audits
contained in Government Auditing Standards, 1ssued by the Comptroller Genera
of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financid statements are free of
materid misstatement. An audit includes examining, on a test bads, evidence
supporting the amounts and disclosures in the financid statements.  An audit dso
includes assessing the accounting principles used and sgnificant estimates made by
management, as well as evduating the overdl financid statement presentation. We
believe our audit provides a reasonable basis for our opinions.

As discussed in Note 1, these financid statements were prepared on the basis of
cash receipts and disbursements, which is a comprehensve basis of accounting
other than generally accepted accounting principles.

Also, as discussed in Note 1, the financid statements of the Nebraska Grain
Sorghum Development, Utilization, and Marketing Board, are intended to present
the cash baances and changes in cash badances of only that portion of the



governmentd activities and each mgor fund of the State that is attributable to the transactions of the
Nebraska Grain Sorghum Development, Utilization, and Marketing Board. They do not purport to, and
do not, present fairly the cash balances of the governmentd activities and each mgor fund of the State
of Nebraska as of June 30, 2002, and its changes in cash baances for the year then ended in
conformity with the cash recei pts and disbursements basis of accounting.

In our opinion, the financid Statements referred to above present farly, in dl materid respects, the
respective cash baances of the governmentd activities and each mgor fund of the Nebraska Grain
Sorghum Development, Utilization, and Marketing Board, as of June 30, 2002, and the respective
changes in cash baances thereof for the year then ended in conformity with the bad's of accounting
described in Note 1.

In accordance with Government Auditing Standards, we have aso issued our report dated
March 31, 2003, on our consideration of the Nebraska Grain Sorghum Development, Utilization, and
Marketing Board s internd control over financid reporting and our tests of its compliance with certain
provisons of laws, regulations, contracts, and grants. That report is an integra part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of our audit.

Our audit was conducted for the purpose of forming opinions on the financia statements that collectively
comprise the Board's basc financid dtatements. The schedules, Management's Discusson and
Anayss, and budgetary comparison information are presented for purposes of additiona analysis and
are not arequired part of the basic financid statements. The schedules, except for that portion marked
“unaudited,” on which we express no opinion, have been subjected to the auditing procedures applied
in the audit of the badc financid statements and, in our opinion, are fairly stated in dl materid respectsin
relation to the basic financiad statements taken as a whole. The Management’s Discusson and Andysis
and budgetary comparison information have not been subjected to the auditing procedures gpplied in
the audit of the basic financid statements and, accordingly, we express no opinion on them.

[ Reding., COP

March 31, 2003 Assgtant Deputy Auditor



NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Nebraska Grain Sorghum Development, Utilization, and Marketing Board ’ s financid
report presents a narrdive overview and anayss of the financia activities of the Nebraska Grain
Sorghum Devedopment, Utilization, and Marketing Board for the fisca year ended June 30, 2002.
Please read it in conjunction with the Board' s financid statements, which follow this section.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discusson and andyss are intended to serve as an introduction to the Nebraska Grain Sorghum
Development, Utilization, and Marketing Board ’s basic financid datements. The Board's basc
financid datements have three components. 1) agency-wide financid datements, 2) fund financid
statements, and 3) notes to the financid statements. This report aso contains information in addition to
the basc financid statements.

Agency-Wide Financial Statements. The Statement of Net Assets Arisng from Cash Transactions
and the Statement of Activities — Cash Basis provide a broad overview of the Board's overdl financid
datus. Over time, increases or decreases in the Board's net assets are one indicator of whether its
financid hedth isimproving or deteriorating. The Board's financid statements are prepared on the cash
bass of accounting and do not include capita assets, accounts recelvable and payable, or long-term
debt activity, which would need to be consdered to assess the financia hedth of the Board.
Nonfinancia factors aso need to be considered to assess the overdl hedlth of the Board. Agency-wide
financid gtatements divide the Board into three kinds of activities

Governmentd activities — The Board's basic sarvices are included here.  These activities are
generdly financed through taxes.

Busness-type activities — Activities financed by fees charged to externd parties for goods or
services would be included here. The Board had no business-type activities for fiscd year
ended June 30, 2002.

Component units— No component units for the Board were identified.
Fund Financial Statements. Fund financid statements focus on the individua parts of the Board,
reporting the Board's operations in more detall than the agency-wide statements by providing
information about the Board's nogt sgnificant “mgor” funds. Funds are accounting devices used to
keep track of specific sources of funding and spending for particular purposes.

The governmentd funds statements tell how generd governmentd activities were financed in the short
term as well as what remains for future spending.

The proprietary fund statements offer financial information about the activities the government operates
like businesses. The Board currently has no proprietary funds.

-6-



NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Fiducary fund statements provide information about financid relationships in which the Board acts
solely as atrustee or agent for the benefit of others. Fiduciary funds are not included on the agency-
wide gatements. The Board currently has no fiduciary funds.

Notes to the Financial Statements. The notes to the financid Statements are an integrd part of the
agency-wide and fund financid dSatements and provide essentid information necessary for fair
presentation of the financia statements.

Supplementary Information. This Management Discusson and Andyss and the Budgetary
Comparison Schedule represent financid information which provides users of this report with additiond
data that supplements the agency-wide statements, fund financid statements, and notes. This report
aso includes optiond financid information such as schedules of Disbursements by Subprogram, Check-
Off Recelved, and Nebraska Grain Sorghum Production.  This information is provided to address
certain specific needs of various users of the report.

BASIS OF ACCOUNTING

The Néebraska Grain Sorghum Development, Utilization, and Marketing Board' s financid statements are
presented on the cash basis of accounting, which is abasis of accounting other than generdly accepted
accounting principles. Basis of accounting is a reference to when financia events are recorded, such as
the timing for recognizing revenues, expenses, and related assets and liabilities. Under the cash basis of
accounting, receipts and disbursements and related assets and liabilities are recorded when they result
from cash transactions.

As areault of the use of the cash basis of accounting, certain assets and their related revenues (such as
accounts receivable and revenue for billed or provided services not yet collected) and certain ligbilities
and their related expenses (such as accounts payable and expenses for goods or services received but
not yet paid, and accrued expenses and ligbilities) are not recorded in these financid statements. Also,
capita asts (land, buildings, furniture, equipment, and infrastructure) and the related depreciation are
not recorded. Therefore, when reviewing the financia information and discussion within this report, the
reader should keep in mind the limitations resulting from the use of the cash basis of accounting.

FINANCIAL ANALYSIS OF THE BOARD AS WHOLE

Changes in Net Assets
For the fisca year ended June 30, 2002, net assets of the Board (current assets resulting from cash
basis transactions) decreased 18 percent.



NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

Governmental Activities

2002 2001 % Change
Unrestricted $ 236726 $ 288,136 -18%
Total Net Assets $ 236,726 $ 288,136 -18%

Governmental Activities

Receipts for the Board's governmental activities decreased 14 percent, while expenses decreased 34

percent.
ENTITIES CHANGES IN NET ASSETS
Governmental Activities
2002 2001 % Change
RECEIPTS:
General Receipts:
Grain Taxes $ 195323 $ 203,084 -4%
Investment Interest 14,472 26,297 -45%
Miscellaneous Income (95 13,690 -101%
Total Receipts 209,700 243,071 -14%
DISBURSEMENTS:
Economic Development and Assistance 261,153 396,167 -34%
Total Disbursements 261,153 396,167 -34%
Excess (Deficiency) before Other Financing
Sources and Uses (51,453) (153,096) 66%
OTHER FINANCING SOURCES & USES 43 62 -31%
Increase (Decrease) in Net Assets (51,410) (153,034) 66%
Beginning Net Assets July 1 288,136 441,170 -35%
Ending Net Assets June 30 $ 236,726 $ 288,136 -18%




NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

MANAGEMENT’S DISCUSSION AND ANALYSIS
(Continued)

The decrease in Totad Disbhursements resulted from a sgnificant decrease in the amount of other
contractuad services pad in fiscd year 2002. The funding provided to the U.S. Grain Council was
reduced by $33,000 due to a 125,000-acre decline in sorghum harvested for grain. The Board aso
reduced funding by $44,730 to the University for research projects due to a decline in revenue due to
the dramatic reduction in planted sorghum acres. The Board aso reduced funding for a variety of
specid projects dedicated to market development, promotion, producer education, leadership
development, trangportation, and farm bill policy. The Board supported only ane specid project in
fiscal year 2002 compared to eight specid projects in fiscal year 2001 which resulted in a decrease of
$20,500.

Miscellaneous Income decreased in fiscal year 2002 because there were no refunds made to the Board
from the Universty in regard to any research projects. In fisca year 2001, the University refunded
$13,286 to the Board for aresearch project that spent less than the budgeted amount.

FINANCIAL ANALYSIS OF THE BOARD’S FUNDS

As noted earlier, the Nebraska Grain Sorghum Development, Utilization, and Marketing Board uses
fund accounting to ensure and demongrate compliance with finance-related lega requirements.
Significant changes in receipts and disbursements were noted above.

CAPITAL ASSET AND DEBT ADMINISTRATION

As noted earlier, the financid statements are presented on the cash basis of accounting and therefore do
not include capital assets or long-term debt activity.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

Tota revenues available to the Nebraska Grain Sorghum Board during the fiscd year ending June 30,
2002 were reduced from previous years. This is because of the continued downward trend in planted
acres and a severe drought that encompasses most of Nebraska s grain sorghum production acres.



NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD
STATEMENT OF NET ASSETS
ARISING FROM CASH TRANSACTIONS
June 30, 2002

GOVERNMENTAL
ACTIVITIES
TOTAL
(Memorandum
Only)
Assets
Cash in State Treasury $ 233,256
Deposit with Vendors 1,523
Deposit with the Department of Agriculture 1,947
Total Assets $ 236,726
Net Assets
Unrestricted $ 236,726
Total Net Assets $ 236,726

The accompanying notes are an integral part of the financial statements.
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NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD
STATEMENT OF ACTIVITIES - CASH BASIS
For the Fiscal Year Ended June 30, 2002

Governmental
Activities
Disbursements:
Function: Economic Development and Assistance
Personal Services $ 87,070
Operating 158,053
Travel 15,588
Capital Asset Purchases 442
Total Disbursements 261,153
Program Receipts -
Net Program Receipts (Disbursements) (261,153)
General Receipts and Other Financing Sources & Uses:
Grain Taxes 195,323
Unrestricted Investment Interest 14,472
Miscellaneous Adjustments (95)
Other Financing Sources & Uses 43
Total General Receipts, and
Other Financing Sources & Uses 209,743
Change in Net Assets (51,410)
Net Assets July 1, 2001 288,136
Net Assets June 30, 2002 $ 236,726

The accompanying notes are an integral part of the financial statements.

-11 -



NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD
STATEMENT OF ASSETS AND FUND BALANCE
ARISING FROM CASH TRANSACTIONS
GOVERNMENTAL FUND
June 30, 2002

Major Fund
Grain Sorghum

Development,
Utilization, and
Marketing Fund
NAS Fund 2190

Assets
Cash in State Treasury $ 233,256
Deposit with Vendors 1,523
Deposit with the Department of Agriculture 1,947
Total Assets $ 236,726
Fund Balance
Reserved for:

Postage $ 1,523
Administrative Expenses 1,947
Unreserved 233,256
Total Fund Balance $ 236,726

The accompanying notes are an integral part of the financial statements.

-12 -



NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD
STATEMENT OF RECEIPTS, DISBURSEMENTS,
AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUND
For the Fiscal Year Ended June 30, 2002

Major Fund
Grain Sorghum
Development,
Utilization, and
Marketing Fund
NAS Fund 2190
RECEIPTS:
Taxes $ 195,323
Miscellaneous:
Investment Interest 14,472
Other Miscellaneous (95)
TOTAL RECEIPTS 209,700
DISBURSEMENTS BY FUNCTION:
Economic Development and Assistance 261,153
TOTAL DISBURSEMENTS 261,153
Excess (Deficiency) of Receipts Over
(Under) Disbursements (51,453)
OTHER FINANCING SOURCES (USES):
Sales of Assets 43
TOTAL OTHER FINANCING SOURCES (USES) 43
Net Change in Fund Balance (51,410)
FUND BALANCE, JULY 1, 2001 288,136
FUND BALANCE, JUNE 30, 2002 $ 236,726

The accompanying notes are an integral part of the financial statements.
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NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

NOTES TO FINANCIAL STATEMENTS
For the Fiscal Y ear Ended June 30, 2002

Summary of Significant Accounting Policies

The accounting policies of the Nebraska Gran Sorghum Development, Utilization, and
Marketing Board are on the bass of accounting as described in the Nebraska Accounting
System Manudl.

A. Reporting Entity

The Nebraska Grain Sorghum Development, Utilization, and Marketing Board (Board) is a
State agency established under and governed by the laws of the State of Nebraska. As such,
the Board is exempt from State and Federd income taxes. The financid statements include all

funds of the Board. The Board has aso consdered al potentid component units for which it is
financidly accountable, and other organizations which are fiscaly dependent on the Board, or
the sgnificance of ther rdationship with the Board is such that excluson would be mideading or
incomplete. The Governmenta Accounting Standards Board (GASB) has set forth criteria to
be congdered in determining financia accountability. These criteria include gppointing a voting
mgority of an organization’s governing body, and (1) the ability of the Board to impose its will

on that organization, or (2) the potentia for the organization to provide specific financid benefits
to, or impose specific financid burdens on the Board.

These financid statements present the Nebraska Grain Sorghum Development, Utilization, and
Marketing Board. No component units were identified. The Nebraska Grain Sorghum
Development, Utilization, and Marketing Board is part of the primary government for the State
of Nebraska s reporting entity.

B. Basis of Presentation

Agency-wide Financial Statements. The Statement of Net Assets Arisng from Cash
Transactions and Statement of Activities - Cash Basis display information about the activities of
the Board and are in the format of government-wide statements as required by Governmenta
Accounting Standards Board (GASB) Statement Number 34. These statementsinclude dl the
financid activities of the Board. Internd activities in these satements have not been diminated.
Governmenta generdly accepted accounting principles (GAAP) would require interna activity
to be diminated to minimize double counting. The Board reports governmentd activities only.
Governmentd activities generdly are financed through taxes, intergovernmenta revenues, and
other nonexchange transactions.

-14-



NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

NOTES TO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Continued)

The statement of activities demongtrates the degree to which the direct disbursement of a given
function or segment is offset by program receipts. Direct disbursements are those that are
clearly identifiable with a specific function or segment. Program receipts include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operationa or capital requirements of a particular function or segment.
Generd receipts include dl other receipts properly not included as program receipts. The
Board reported the following genera receipts. grain taxes.

Fund Financial Statements. The fund financid Saemerts provide information about the
Board's funds. GAAP requires separate statements by fund category - governmentd,
proprietary, and fiduciary. The Board uses only the governmental fund category. The emphasis
of fund financid gatements is on mgor governmenta funds. All remaining governmenta funds
are aggregated and reported as nonmgjor funds.

The Board reports the following mgor governmenta fund:

Grain Sorghum Development, Utilization, and Marketing Fund. The only fund of the
Board is used to account for grain taxes received by the Nebraska Department of Agriculture.
The grain tax is one cent per hundredweight upon dl grain sorghum sold through commercid
channels in the State or ddlivered in the State and is used to fund the Board' s operations.

C. Measurement Focus, Basis of Accounting

The accounting and financid reporting trestment applied to a fund is determined by its
measurement focus and basis of accounting. The accounting records of the Board are
maintained and the Agency-wide financid statements were reported on the basis of cash
receipts and disbursements. As such, the measurement focus includes only those assets and
fund balances arisng from cash transactions on the Statement of Net Assets Arisng From Cash
Transactions and the Statement of ActivitiessCash Bass. Revenues are recognized when
received and expenditures are recognized when pad for dl funds of the Board. This differs
from governmenta generaly accepted accounting principles (GAAP), which requires the
Agency-wide fund financid datements to be reported using the economic resources
measurement focus and the accrua basis of accounting. Under this measurement focus and
basis of accounting revenues are recorded when earned and expenses are recorded when a
lighility is incurred, regardless of the timing of related cash flows. Grants and Smilar items are
recognized as revenue as soon as dl digibility requirements imposed by the provider have been
met.

-15-



NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

NOTES TO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Continued)

The governmenta fund financid Statements were dso reported on the cash recelpt and
disbursement bass of accounting. As such, the same measurement focus and bass of
accounting were used as described above.  This differs from governmenta generdly accepted
accounting principles (GAAP), which require governmenta fund financid dtatements to be
reported using the current financia resources measurement focus and the modified accrua basis
of accounting. Under this measurement focus and basis of accounting, revenues are recognized
as soon as they are both measurable and available. Revenues are consdered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the State of Nebraska considers revenues to be available
if they are collected within one year of the end of the current fiscal period. Expenditures
generdly are recorded when a lidbility is incurred, as under accrud accounting. However,
expenditures related to compensated absences and claims and judgments are recorded only
when payment is due.

D. Assets and Net Assets

Cash in State Treasury. Cash in the State Treasury represents the cash baance of afund as
reflected on the Nebraska Accounting System. Investment of dl available cash is made by the
State Investment Officer, on a daily bass, based on totd bank baances. Investment income is
digtributed based on the average daily book cash balance of funds designated for investment.
Determination of whether afund is congdered designated for investment is done on an individud
fund badgs. All of the funds of the Board were designated for investment during fisca year
2002.

Inventories. Disbursements for items of an inventory nature are considered expended at the
time of purchase rather than at the time of consumption.

Capital Assets. Under the cash receipts and disbursements basis of accounting, capital assets
are not capitaized in the funds used to acquire or congtruct them. Instead, capita acquisitions
are reflected as disbursements in governmental funds. GAAP requires capitd assets, which
would include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sdewaks, and smilar items) to be reported in the gpplicable governmenta activities columnsin
the government-wide financid dtatements.

Depreciation expenses on capitad assets was not recorded on the cash bass financid
gatements. Under GAAP, depreciation expenses would be recorded in the Statement of
Activities. The cost of norma maintenance and repairs that does not add to the vaue of the
ast or extend asset lifeis not capitalized.

- 16 -



NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

NOTES TO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies (Concluded)

Compensated Absences. All permanent employees working for the Board earn sick and
annua leave and are dlowed to accumulate compensatory leave rather than being pad
ovetime. Temporary and intermittent employees and Board and Commission members are not
eligible for paid leave. Under the receipts and disbursements basis of accounting, the ligbilities
for compensated absences are not reported since they do not represent liabilities arisng from
cash transactions. Under GAAP, the compensated absences liability would be reported in the
government-wide financid statements, and would be recorded in accordance with the State of
Nebraska policy which is to recognize the expense and accrued ligbility when vacation and
compensatory leave is earned or when sck leave is expected to be paid as termination
payments.

E. Fund Balance Reservations

Reservations of fund balances are established to identify the existence of assets that have been
legally segregated for specific purposes. Reservations of fund balances are also established for
assets which are not current in nature, such as postage and administrative expenses.

Totals

The Totds "Memorandum Only" column represents an aggregation of individuad account
balances. The column is presented for overview informational purposes and does not present
consolidated financid information because interfund balances and transactions have not been
eiminated.

Contingencies and Commitments

Risk Management. The Board is exposed to various risks of loss related to torts, theft of,
damage to, or destruction d assets, errors or omissions, injuries to employees, and naturd
disssters. The Board, as part of the primary government for the State, participates in the
State's risk management program. The Nebraska Department of Adminigtrative Services
(DAS) Dividon of Risk Management is respongble for maintaining the insurance and sHf-
insurance programs for the State.  The State generaly sdlf-insures for generd liability and
workers compensation. The State has chosen to purchase insurance for:

A. Motor vehicle liahility, which is insured for the first $5 million of exposure per accident.
Insurance is o purchased for medica payments, physica damage, and uninsured and
underinsured motorists with various limits and deductibles. State agencies have the
option to purchase coverage for physica damage to vehicles.
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NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

NOTES TO FINANCIAL STATEMENTS
(Continued)

Contingencies and Commitments (Concluded)

B. The DAS-Personnd Divison mantans hedth care and life insurance for digible
employees.

C. Crime coverage, with a limit of $1 million for each loss, and a $10,000 retention per
incident.

D. Real and persond property on a blanket basis for losses up to $250,000,000, with a
f-insured retention of $200,000 per loss occurrence. Newly-acquired properties are
covered up to $1,000,000 for 60 days or until the value of the property is reported to
the insurance company. The perils of flood and earthquake are covered up to
$10,000,000.

E State agencies have the option to purchase building contents and inland marine
coverage.

No settlements exceeded commercid insurance coverage in any of the past three fiscd years.
Hedth care insurance is funded in the Compensation Insurance Trust Fund through a
combination of employee and State contributions. Workers compensation is funded in the
Workers Compensation Internd Service Fund through assessments on each agency based on
total agency payroll and past experience. Tort clams, theft of, damage to, or destruction of
assdts, erors or omissions, and naturd disasters would be funded through the State Generd
Fund or by individua agency assessments as directed by the Legidature, unless covered by
purchased insurance. No amounts for estimated claims have been reported in the Nebraska
Grain Sorghum Development, Utilization, and Marketing Board ' s financid statements.

Litigation. The potentid amount of lidbility involved in litigation pending againg the Board, if
any, could not be determined a this time. However, it is the Board's opinion that fina
settlement of those matters should not have an adverse effect on the Board's ability to
adminigter current programs.  Any judgment againgt the Board would have to be processed
through the State Claims Board and be approved by the Legidature.

State Employees Retirement Plan (Plan)

The Plan is a snge-employer defined contribution plan administered by the Public Employees
Retirement Board in accordance with the provisions of the State Employees Retirement Act and
may be amended by legidative action. In the defined contribution plan, retirement kenefits
depend on totd contributions, investment earnings, and the investment options selected. Prior
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NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

NOTES TO FINANCIAL STATEMENTS
(Continued)

State Employees Retirement Plan (Plan) (Concluded)

to April 18, 2002, membership in the Plan was mandatory for al permanent full-time employees
on reaching the age of thirty and completion of twenty-four months of continuous service. Full

time employee is defined as an employee who is employed to work one-haf or more of the
regularly scheduled hours during each pay period. Voluntary membership is permitted for all

permanent full-time or permanent part-time employees upon reaching age twenty and
completion of twelve months of permanent service within a five-year period. Any individud

appointed by the Governor may elect to not become a member of the Plan. Legidative Bill 687
(2002), effective April 18, 2002, dated al permanent full-time employees shdl begin
participation in the plan upon completion of twelve continuous months of service,

Employees contribute 4.33% of their monthly compensation until such time as they have paid
during any cdendar year atotd of eight hundred sixty four dollars, after which time they pay a
sum equd to 4.8% of their monthly compensation for the remainder of such cdendar year. The
Board matches the employee' s contribution at a rate of 156%.

The employee's account is fully vested. The employer’s account is vested 100% after five
years participation in the system (prior to April 18, 2002) or at retirement. Legidative Bill 687
(2002), effective April 18, 2002, changed the vesting requirement to a tota of three years of
participation in the sysem, which includes the tweve-month digibility period or credit for
participation in another governmenta plan prior to actud contribution to the Plan.

For the fiscd year ended June 30, 2002, employees contributed $4,502 and the Board
contributed $7,023.

GASB 34

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No.
34, Badc Financiad Statements — and Management Discusson and Andyss — for State and
Locd Governments. The State of Nebraska implemented the Statement for the fiscd year
ending June 30, 2002.

The Board implemented GASB 34 by presenting its financid statementsin aformat as required
by GASB 34. However, as explaned in Note 1.C. the Board's financia statements are
presented on the cash basis of accounting, which is a basis of accounting other than generdly
accepted accounting principles.  Previous period financia statements of the Board were aso
prepared on the cash bads of accounting; therefore, these financia statements, even though in a
different format, are comparable to previous period financia statements of the Board.
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NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD
SUPPLEMENTARY INFORMATION
MAJOR SPECIAL REVENUE FUND
BUDGETARY COMPARISION SCHEDULE OF DISBURSEMENTS BY PROGRAM
BUDGET AND ACTUAL
For the Fiscal Year Ended June 30, 2002

Grain Sorghum Development, Utilization, and Marketing Fund

BUDGETED AMOUNTS VARIANCE WITH
FINAL BUDGET -
ACTUAL POSITIVE
ORIGINAL FINAL AMOUNTS (NEGATIVE)
PROGRAM:
406 - Grain Sorghum Development _$ 705,506 $ 705,506 $ 261,153 $ 444,353
TOTAL DISBURSEMENTS $ 705,506 $ 705,506 $ 261,153 ' $ 444,353

See Notes to Supplementary Information
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NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

NOTES TO SUPPLEMENTARY INFORMATION
For the Y ear Ended June 30, 2002

BUDGETARY COMPARISON SCHEDULE
GAAP Requirements

Generdly Accepted Accounting Principles (GAAP) requires budgetary comparison schedules for the
generd fund, and for each mgor specid revenue fund that has a legdly adopted annual budget. For
each program, the Legidature appropriated the Board's legally adopted annua budget amount. The
Board's budgetary comparison schedule includes the Grain Sorghum Development, Utilization, and
Marketing Fund.

GAAP also requires he budgetary comparison schedule to include the original budget and final
budget amounts. The original budget is the first complete appropriated budget adjusted by reserves,
transfers, dlocations, supplemental appropriations, and other legdly authorized legidative and executive
changes before the beginning of the fiscd year. The origind budget would dso include actud
gppropriation amounts autométicaly carried over from prior years when required by law. The final
budget is the origind budget adjusted by dl reserves trandfers, dlocations, supplementa
gopropriations, and other legaly authorized legidative and executive changes gpplicable to the fiscd
year as Sgned into law or otherwise legdly authorized.

Budgetary Process

The State's biennid budget cycle ends on June 30 of the odd-numbered years. By September 15, prior
to a biennium, the Board and dl other State agencies must submit their budget request for the biennium
beginning the following July 1. The requests are submitted on brms that show estimated funding
requirements by programs, sub-programs, and activities. The Executive Branch reviews the requests,
edtablishes priorities, and balances the budget within the estimated resources available during the

upcoming biennium.

The Governor's budget bill is submitted to the Legidature in January. The Legidaure congders
revisons to the bill and presents the appropriations bill to the Governor for sgnature. The Governor
may: a) approve the gppropriations bill in its entirety, b) veto the hill, or ¢) lineitem veto certain sections
of thebill. Any vetoed hill or line item can be overridden by athree-fifths vote of the Legidaure.

The gpproved appropriations will generdly set spending limits for a particular program within the
agency. Within the agency or program, the Legidature may provide funding from one to five budgetary
fund types. Thus, the contral is by fund type, within a program, within an agency. As a result, the
budgetary comparison schedule only reports tota disbursements by program.

Appropriations are usualy made for each year of the biennium, with unexpended baances being
regppropriated at the end of the first year of the biennium. For most appropriations, balances lapse at
the end of the biennium.
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NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

NOTES TO SUPPLEMENTARY INFORMATION
(Continued)

All State budgetary disbursements for the Board's Grain Sorghum Development, Utilization, and
Marketing Fund are made pursuant to the appropriations, which may be amended by the Legidature,
upon gpprova by the Governor. State agencies may redlocate the appropriations between major
objects of expenditure accounts, except that the Legidature's approva is required to exceed the
persond service limitations contained in the appropriations hill. Increases in tota gppropriations must
also be approved by the Legidature as a deficit appropriations hill. Appropriations for programs
funded in whole or in part from the Board's Grain Sorghum Development, Utilization, and Marketing
Fund may be increased to the extent receipts of the fund exceed the origina budget estimate.

Receipts are not budgeted. Therefore, there are no budgeted amounts shown on the Budgetary
Comparison Schedule.
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NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

Schedule of Disbursements by Subprogram

for Fiscal Year 2002
UNAUDITED
$17,574 $3,447
$101,785
$60.000 $6,962
’ $13.973  S4912
B Administration Promotion and Education d Fee Collection
O Budget, Accounting, and Auditing OBoard Expenses
M Foreign/Domestic Marketing E Research Contracts
B Federal Government Affairs O Special Projects
Schedule of Check-Off Received
Fiscal Years 1999 and 2001 - Unaudited
Fiscal years 2000 and 2002 - Audited
$400,000 ~
$350.000 $336,683
$250,000
$203,084 $195.323
$200,000 ’
$150,000 N
$100,000 N
$50,000 I
$0
1999 2000 2001 2002
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NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD

Schedule of Nebraska Grain Sorghum Production
Harvest Years 1998, 1999, 2000, 2001, and 2002

Bushels

UNAUDITED
800,000 60,000,000
700,000 -
L 50,000,000
600,000 -
40,000,000
500,000 1
g 400,000 | 30,000,000
<
300,000 1
20,000,000
200,000 1
L 10,000,000
100,000 -
0 Lo
1998 1999 2000 2001 2002
B Acres Planted 700,000 | 550,000 | 600,000 | 550000 | 450,000
BN Acros Harvested | 600,000 | 470,000 | 500,000 | 425,000 | 300,000
Bushels 56,400,000 | 42,770,000 | 35,000,000 | 35,700,000 | 15,000,000

Source: U.S. Department of Agriculture, National Agricultural Statistices Service Website.

-4 -



STATE OF NEBRASKA
AUDITOR OF PUBLIC ACCOUNTS

PO. Box 98917

Stare Capirol, Suite 2303

Lincoln, NE 68509
402-471-2111, FAX 402-471-3301
www.anditors. state. ne.us

Kate Witek

State Auditor
I‘L“']‘ﬂii@l‘il'-‘l]ll.:\:H.l.L'.]:L'.'ll.:‘i

Deann Haethner, CPA

Deputy State Auditor
I'lﬂ ﬂ‘i’?‘nﬂrlﬁ‘lmﬂ”.ﬁrﬂ. [C.NEC. U5

Don Dunlap, CPA
Asst. Depury Auditor
ddunlap®mail.state.ne.us

Pat Reding, CPA

Asst. Deputy Auditor
reding@®mail.state.ne.us

Tim Channer, CPA
Asst. Depury Auditor

CJ'I:E nn I:I‘:-Ci'llﬂ'tﬁ i i.ﬁ-[ ALE. ME LS

Ma.r}' ﬁvcr}r
SAE/Finance Manager
Mary] Avery@aol.com

Dennis Meyer
Eudgﬂ Coordinator

dmeyer@mail state.ne.us

Mark Avery, CPA
Subdivision Audit
Review Coordinacor
mavery@mail.stare nens

Robert Hotz, JD
chﬂ] (_:-r_'l-li‘.l.‘i:]
robhorz@mail state.ne.us

NEBRASKA GRAIN SORGHUM DEVELOPMENT,
UTILIZATION, AND MARKETING BOARD
REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

We have audited the financid datements of the Nebraska Grain Sorghum
Development, Utilization, and Marketing Board as of and for the year ended
June 30, 2002, and have issued our report thereon dated March 31, 2003. The
report notes the financid statements were prepared on the basis of cash receipts
and dishursements and was modified to emphasize that the financid Statements
present only the funds of the Nebraska Grain Sorghum Development, Utilization,
and Marketing Board. We conducted our audit in accordance with auditing
standards generaly accepted in the United States of America and the standards
goplicable to financid audits contained in Government Auditing Standards, issued
by the Comptroller Generd of the United States.

Compliance

As pat of obtaining reasonable assurance about whether the Nebraska Grain
Sorghum Development, Utilization, and Marketing Board' s financia statements are
free of materid misstatement, we performed tests of its compliance with certain
provisons of laws, regulaions, contracts, and grants, noncompliance with which
could have a direct and materid effect on the determination of financid statement
amounts. However, providing an opinion on compliance with those provisons 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 that are required to
be reported under Government Auditing Standards. We noted a certain
immaterid ingance of noncompliance that we have reported to the management of
the Nebraska Grain Sorghum Development, Utilization, and Marketing Board in the
Comments Section of this report as Travel Reimbursements.
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Internal Control Over Financid Reporting

In planning and performing our audit, we consdered the Nebraska Grain Sorghum Development,
Utilization, and Marketing Board's internd control over financia reporting in order to determine our
auditing procedures for the purpose of expressing our opinion on the financia statements and not to
provide assurance on the internd control over financia reporting. Our congderdtion of the interna
control over financid reporting would not necessarily disclose dl matters in the interna control over
financid reporting that might be materid weaknesses. A materid weekness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a relaively
low leve the risk that misstatements in amounts that would be materid in relation to the financia
gatements being audited may occur and not be detected within a timely period by employees in the
norma course of performing their assigned functions. We noted no mattersinvolving the interna control
over financia reporting and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use of the Board, the gppropriate Federa and
regulatory agencies, and citizens of the State of Nebraska, and is not intended to be and should not be
used by anyone other than these specified parties.

[ Reding., COP

March 31, 2003 Assgant Deputy Auditor

- 26 -



