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ATCHLEY & ASSOCIATESuw

CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS

Independent Auditors' Report

Board of Directors

Beef Promotion and Research Council of Texas
Opinion

We have audited the accompanying financial statements of the Beef Promotion and Research Council of
Texas (BPRCT) which comprise the statement of net position as of September 30, 2024, and the related
statements of revenue, expenses, and changes in net position, and cash flows for the year then ended and the
related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the BPRCT as of September 30, 2024, and the results of its operations and its cash flows for the
year then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards (GAS) issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditors' Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of BPRCT and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audits. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in aggregate, that raise substantial doubt about the BPRCT’s ability to continue as a going
concern within one year after the date that the financial statements are issued.

1005 La Posada Drive ¢ Austin, Texas 78752-3815
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Auditors' Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors' report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with GAAS and GAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and GAS, we:
*  Exercise professional judgment and maintain professional skepticism throughout the audit.

*  Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

*  Obtain an understanding of internal control relevant to the audit 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 BPRCT's internal control. Accordingly, no such opinion is
expressed.

*  Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

*  Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the BPRCT's ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.



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 4 through 7 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit
of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide

any assurance.

Other Supplemental Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying Supplemental Statement of Expenses by Function is presented for purposes of additional
analysis and is not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used
to prepare the financial statements. The information has been subjected to the auditing procedures applied
in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the 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 financial statements as a whole.

ichloy & Clsaciates, LLP
Austin, Texas

January 27, 2025



BEEF PROMOTION AND RESEARCH COUNCIL OF TEXAS

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Beef Promotion and Research Council of Texas (BPRCT) offers readers of the audited financial
statements this required supplementary information as an overview and analysis for the fiscal year
ended September 30, 2024. It should be read in conjunction with BPRCT’s financial statements. In
addition to Management’s Discussion and Analysis, BPRCT’s financial statements consist of the
Statement of Net Position, Statement of Revenues, Expenses, and Changes in Net Position, Statement
of Cash Flows, and the accompanying notes.

OVERVIEW

During June 2014, Texas cattle producers voted in favor of a referendum instituting a beef Checkoff
program for the state of Texas to be administered by the BPRCT, a Texas state commodity board
operating under the oversight of the Texas Department of Agriculture (TDA). BPRCT is designated as
the certified organization to plan, implement, and operate the Texas beef marketing, education,
research, and promotion program established under Title 3, Chapter 41, Subchapter H of the Texas
Agriculture Code. The stated intent of Chapter 41 is to permit and encourage producers of an
agricultural commodity to develop, carry out, and participate in programs of research, education, and
promotion designed to encourage the production, marketing, and use of their agricultural commodity.

The referendum authorized BPRCT to collect the assessment beginning October 1, 2014, at a
maximum rate of $1 per head (referred to as Checkoff) on cattle sales in Texas. The actual state
Checkoff rate is established each year by BPRCT and was set at $1 per head for the 2024 fiscal year.
Assessments collected by BPRCT are not state funds and are not required to be deposited in the state
treasury. The assessments may be used to fund programs in Texas, the United States, and international
markets. Cattle producers who are required to remit the state Checkoff assessment may, within 60 days
of the date of sale, request a refund of the assessment paid.

The Beef Promotion and Research Act of 1985 (the Act) established a similar national beef promotion
and marketing program. The Texas Beef Council (TBC) was formed in 1986 to coordinate the
promotion of beef products in Texas and to serve as the designated collection agency for national
Checkoffs on cattle sold in Texas. The Texas legislators who drafted Subchapter H anticipated that
BPRCT and TBC would have a close working relationship. Subchapter H states that the legislature
intends that the promotion, marketing, research, and educational efforts regarding beef and beef
products under this subchapter use existing cattle industry infrastructure to the extent possible.
Furthermore, Subchapter H designates TBC as the entity that nominates individuals to serve on the
BPRCT governing board, subject to approval by the commissioner of TDA. Finally, Subchapter H states
that BPRCT may contract or enter into agreements with TBC. In order to comply with the intent as
stated in Subchapter H and eliminate operational inefficiencies, BPRCT does not have staff or operate its
own offices. Instead, BPRCT contracts with TBC to conduct promotion, education, and research
programs on behalf of and provide administrative and collections services to BPRCT. Under this
agreement, the BPRCT reimburses direct costs plus an allocable portion of implementation costs
incurred by TBC to conduct these programs and provide these services.

STATEMENT OF NET POSITION

The Statement of Net Position reflects BPRCT’s financial position, presenting information on
BPRCT’s assets and liabilities at fiscal year-end. Assets are categorized based upon liquidity. Liabilities
are categorized based upon the nature and term of each liability. The difference between total assets
and total liabilities is reported as net position.



Assets consist of cash and cash equivalents, investments, and other receivables. During the year,
BPRCT invested in a series of certificates of deposit and U.S. Treasury securities such that an
investment matures each month during the year in case funds are needed at the time of the
investment’s maturity. BPRCT liabilities at September 30, 2024, are comprised of Checkoff refunds
payable and a payable to TBC. The $5,224 payable to TBC at September 30, 2024, reflects fiscal year
2024 reimbursements due to TBC for program costs and administrative and collection services net of

Checkoff collections due to BPRCT.

The following is condensed financial information from BPRCT’s Statement of Net Position as of
September 30, 2024 and 2023:

2024 2023
Assets:
Current Assets $ 6,392,891 $ 6,216,920
Total Assets $ 6,392,891 $ 6,216,920
Liabilities:
Current Liabilities $ 90951 % 60,159
Total Liabilities 90,951 60,159
Net Position 6,301,940 6,156,761
Total Liabilities and Net Position $ 6,392,891 $ 6,216,920

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
The Statement of Revenues, Expenses, and Changes in Net Position presents operating revenues and
related expenses, and the resulting change in net position for the year.

Current Year Budget

For the 2024 fiscal year, BPRCT budgeted expenses in excess of revenues of $182,980 with the goal of
retaining substantially all of the balance in net position in anticipation of reduced revenues in future
years. The drought conditions in Texas during 2022 and 2023 caused a reduction in the cattle herd in
Texas. Based on analysis of prior drought related cattle herd reductions, BPRCT anticipates several
years of decreased revenues before the cattle herd and revenues recover to pre-drought levels. During
those years of lower revenues, BPRCT anticipates maintaining expenses at amounts close to current
levels, which would produce deficit budgets and a reduction in the balance in net position.

Current Year Results

Actual Checkoff revenues for the 2024 fiscal year totaled $9,578,760 or 96.0% of the amount
budgeted. Refunds for the year totaled $544,179 or 5.7% of actual Checkoff revenues. The lower than
budgeted amount of Checkoff revenues in fiscal year 2024 represents the beginning of the decline in
Checkoff revenues due to the Texas cattle herd reduction. Higher than normal interest rates
throughout 2024 resulted in investment income of $317,351 or 126.9% of the amount budgeted.
Expenses for the year totaled $9,206,753, which is 93.8% of the budgeted amount. Rather than the
decrease in net position of $182,980 that was budgeted for the year, BPRCT experienced an increase
in net position in fiscal year 2024 of $145,179.



The following is condensed financial information from the BPRCT’s Statement of Revenues,
Expenses, and Changes in Net Position for the years ended September 30, 2024 and 2023, compared
to amended budgets:

Amended
Actual Budget
2024 Fiscal Year

Checkoff revenues $ 9,578,760 $ 9,983,000
Less: refunds ( 544,179) ( 598,980)
9,034,581 9,384,020

Other revenues 317,351 250,000
Expenses (_9206,753) _(_ 9,817,000)
Revenues in excess of expenses 145,179 ( 182,980)

Net Position, beginning of year 6,156,761 6,156,761
Net Position, end of year $ 6,301,940 $ 5,973,181
2023 Fiscal Year

Checkoff revenues $ 10,319,162 $ 9,650,000
Less: refunds ( 608,904) _( 675,500)
9,710,258 8,974,500

Other revenues 216,366 63,000
Expenses (9,037,648 _(_ 9,728,700)
Revenues in excess of expenses 888,976 ( 691,200)

Net Position, beginning of year 5,267,785 5,267,785
Net Position, end of year $ 6,156,761 $ 4,576,585

STATEMENT OF CASH FLOWS

The Statement of Cash Flows presents cash activity for the fiscal year and is prepared using the direct
method. The direct method reports cash receipts and payments categorized into cash flows from
operating activities, investing activities, and financing activities.

The following is condensed financial information from the BPRCT’s Statement of Cash Flows for the
years ended September 30, 2024 and 2023:

2024 2023
Net cash provided by operating activities $ 381,167 $ 330,438
Net cash provided (used) by investing activities 55,802 _(  1,029,665)
Net Increase (Decrease) in Cash and
Cash Equivalents 436,969 ( 699,227)
Cash and Cash Equivalents, beginning of year 732,249 1,431,476
Cash and Cash Equivalents, end of year $ 1,169,218 $ 732,249

Cash provided by operating activities primarily reflects cash received from Checkoff collections, net of
refunds, and cash used in operating activities. Cash provided or used by investing activities reflects cash
used to purchase investments, net of cash provided by maturing investments.



NEXT YEAR’S FINANCIAL PLAN

For the 2025 fiscal year, BPRCT budgeted Checkoff revenues at $9,205,000, refunds at 6.0% of
Checkoff revenues, and investment income of $250,000. BPRCT budgeted expenses for fiscal year
2025 at $9,525,000, resulting in a budget with expenses in excess of revenues of $622,300. Even
though this deficit budget will reduce the balance in net position, BPRCT is committed to maintaining
expenses at amounts close to previous year levels in order to maintain consistent research, education,
and promotion programs.
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BEEF PROMOTION AND RESEARCH COUNCIL OF TEXAS

STATEMENT OF NET POSITION
SEPTEMBER 30, 2024

ASSETS
ASSETS:
Cash and cash equivalents
Investments
Other receivables

Total Current Assets

LIABILITIES AND NET POSITION

LIABILITIES:
Checkoff refunds payable

Payable to Texas Beef Council
Total Current Liabilities

NET POSITION:
Unrestricted

The accompanying notes are an integral part of these financial statements.
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1,169,218
5,218,564
5,109

6,392,891

85,727
5,224

90,951

6,301,940

6,392,891




BEEF PROMOTION AND RESEARCH COUNCIL OF TEXAS
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

YEAR ENDED SEPTEMBER 30, 2024

REVENUES:
Checkoff revenues
Less: Refunds

Investment income

EXPENSES:
Domestic marketing
Foreign market development
Beef quality
Producer communication
Collections and compliance
Administration

TOTAL INCREASE IN NET POSITION

NET POSITION:
Beginning of period

End of period

The accompanying notes are an integral part of these financial statements.
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9,578,760
544.179)

9,034,581
317,351

9.351,932

7,199,363
398,636
145,386
762,825
172,220
528,323

9,206,753

145,179

6,156,761

6,301,940




BEEF PROMOTION AND RESEARCH COUNCIL OF TEXAS

STATEMENT OF CASH FLOWS
YEAR ENDED SEPTEMBER 30, 2024

OPERATING ACTIVITY CASH FLOWS:
Cash received (paid) for operating activities:

Cash received from Checkoff collections $ 9,054,302
Interest received 82,182
Cash paid to contractors for program services ( 8,217,868)
Cash paid for Checkoff refunds ( 518,521)
Cash paid for other operating expenses ( 18,928)
Net cash provided by operating activities 381,167
INVESTING ACTIVITY CASH FLOWS:
Purchases of investments ( 6,862,198)
Proceeds from maturity of investments 6,918,000
Net cash provided by investing activities 55,802
NET DECREASE 436,969
CASH AND CASH EQUIVALENTS:
Beginning of period 732,249
End of period $ 1,169,218
Reconciliation of change in net position to net cash provided by operating activities:
Total increase in net position $ 145,179
Adjustments to reconcile total increase (decrease) in net
position to net cash provided (used) by operating activities:
Accretion of discount on investment securities ( 229,543)
Unrealized gain on investment securities ( 16,989)
Changes in operating assets and liabilities:
Receivable from Texas Beef Council 445,589
Other receivables 11,363
Accounts payable 25,568
Net cash provided by operating activities $ 381,167

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

11



BEEF PROMOTION AND RESEARCH COUNCIL OF TEXAS
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2024

NOTE1: ORGANIZATION

During June 2014, Texas cattle producers voted in favor of a referendum instituting a beef
Checkoff program for the state of Texas to be administered by the Beef Promotion and Research
Council of Texas (BPRCT), a Texas state commodity board operating under the oversight of the
Texas Department of Agriculture. BPRCT is designated as the certified organization to carry out
the Texas beef marketing, education, research, and promotion program established under the
Texas Agriculture Code (the Code). The referendum authorized BPRCT to collect the Texas state
beef Checkoff beginning October 1, 2014, at a maximum rate of $1 per head (referred to as
Checkoff) thereby requiring a cattle purchaser to withhold the state Checkoff from the sales
proceeds of cattle purchased in Texas from a cattle producer. The actual state Checkoff rate is
established each year by BPRCT and was set at $1 per head for the 2024 fiscal year. Cattle
producers who are required to remit the state Checkoff assessment may, within 60 days of the date
of sale, request a refund of the assessment paid.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

BPRCT prepares its basic financial statements in conformity with generally accepted accounting
principles (GAAP) promulgated by the Governmental Accounting Standards Board (GASB) and
other authoritative sources identified in GASB Statement No. 76, The Hierarchy of Generally
Accepted Accounting Principles for State and Local Governments. BPRCT accounts for its activities as an
enterprise fund, and uses the economic resources measurement focus and the accrual basis of
accounting.

Revenue Recognition and Classification of Revenues and Expenses

BPRCT recognizes Checkoff revenues in the period in which the cattle purchaser collected the
Checkoff. Unremitted Checkoff collections at year end are reflected as accounts receivable.
Expenses that can be identified with a specific program or relate to a specific source of revenue are
allocated directly to that program. Expenses not attributable to the other programs are reported in
administrative expenses.

Tax-Exempt Status
BPRCT is exempt from federal income taxes as a state governmental entity.

Cash and Cash Equivalents

BPRCT’s cash and cash equivalents at September 30, 2024, are as listed below. The demand
deposit account is insured by the Federal Deposit Insurance Corporation. The money market
mutual funds invest in U. S. Treasury and U.S. Government agency securities.

Money market mutual funds $ 1,171,185
Less - outstanding checks ( 1,968)
$ 1,169,218
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BEEF PROMOTION AND RESEARCH COUNCIL OF TEXAS
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2024

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fair Value Measurements

BPRCT follows GASB Statement No. 72, Fair Value Measurements and Applications, which
establishes a framework for measuring fair value. That framework provides a fair value hierarchy
that prioritizes the inputs to measuring fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurements)
and the lowest priority to unobservable inputs (level 3 measurements). The three levels of the fair
value hierarchy are described below:

Level 1 Inputs are unadjusted quoted prices for identical assets or liabilities in active markets that

BPRCT has the ability to access.

Level 2 Inputs other than level 1 inputs that are directly or indirectly observable in the market
place or that are derived principally from or corroborated by observable market data by
correlation or other means.

Level 3 Inputs are unobservable and significant to the fair value measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. BPRCT utilizes
valuation techniques that maximize the use of observable inputs and minimize the use of
unobservable inputs.

The methods described above may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, while BPRCT believes its
valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial
instruments could result in a different fair value measurement at the reporting date.

Investments

Investments, which are stated at fair value, consist of $482,724 in certificates of deposit and
$4,735,840 in U.S. Treasury securities at September 30, 2024. Fair value is estimated by
discounting the future cash flows using rates currently offered for investments of similar remaining
maturity.  All of these investments are classified as Level 1 within the fair value hierarchy.
Investment income includes unrealized gains and losses from the increase or decrease in fair value
of investments on hand at year end.

Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Accordingly,
actual results could differ from those estimates.

Subsequent Events
Management of BPRCT has evaluated subsequent events for disclosure through the date of the
independent auditors’ report, the date the financial statements were available to be issued.
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BEEF PROMOTION AND RESEARCH COUNCIL OF TEXAS
NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2024

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Recent Accounting Pronouncements

During 2024, BPRCT implemented GASB Statement No. 100, Accounting Changes and Error
Corrections-an amendment of GASB Statement No. 62. The primary objective of this statement is to
enhance accounting and financial reporting requirements for accounting changes and error
corrections to provide more understandable, reliable, relevant, consistent, and comparable
information for making decisions or assessing accountability. The new standard defines four
categories of accounting changes and error corrections and related accounting and financial

reporting requirements. The implementation of this standard had no financial impact on
BPRCT.

NOTE 3: RELATED PARTY

The Beef Promotion and Research Act of 1985 (the Act) established a national coordinated
program of promotion and research designed to strengthen the beef industry’s position in the
market place, as well as to maintain and expand domestic and foreign markets and uses for beef
and beef products. The Act requires a cattle purchaser to withhold $1 per head (also referred to as
Checkoff) from the sales proceeds of cattle purchased from a cattle producer. The Texas Beef
Council (TBC) was formed in 1986 to coordinate the promotion of beef products in Texas and to
serve as the designated collection agency for national Checkoffs on cattle sold in Texas. The Code
designates TBC as the organization that nominates individuals to serve on the BPRCT’s governing
board. During fiscal year 2024, the governing boards of both organizations were comprised of the
same individuals. As provided in the Code, BPRCT contracted with TBC to conduct promotion,
education, and research programs on behalf of and provide administrative and collections
services to BPRCT. Under this agreement, the BPRCT reimburses direct costs plus an allocable
portion of implementation costs incurred by TBC to conduct these programs and provide these
services. Reimbursements to TBC under this agreement totaled $9,187,916 for the year ended
September 30, 2024. The $5,224 payable to TBC at September 30, 2024, reflects
reimbursements due to TBC for program costs and administrative and collection services net of

Checkoff collections due to BPRCT.

NOTE 4: CONCENTRATIONS
BPRCT'’s revenue is dependent upon sales of cattle in the state of Texas. Any changes in
governmental regulations, general economic and environmental conditions, and other factors

affecting the beef industry’s ability to market its products domestically and abroad may impact
the BPRCT’s revenue.
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SUPPLEMENTAL INFORMATION
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BEEF PROMOTION AND RESEARCH COUNCIL OF TEXAS
SUPPLEMENTAL STATEMENT OF EXPENSES BY FUNCTION
YEAR ENDED SEPTEMBER 30, 2024

Promotion Research
EXPENSES:

Domestic marketing $ 2,809,444 $
Foreign market development 398,636 -
Beef quality - 27,258
Producer communication 110,643 -
Collections and compliance
Administration

$ 3,318,723 $ 27,258
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Other

Education Administration (Referendum) Total
$ 4389919 $ - % - % 7,199,363
. . - 398,636
118,128 - - 145,386
652,182 - - 762,825
172,220 - 172,220
528,323 - 528,323
$ 5,160,229 $ 700,543 $ - % 9,206,753
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