NATIONAL PORK BOARD

FINANCIAL STATEMENTS AND
SUPPLEMENTARY INFORMATION

YEARS ENDED DECEMBER 31, 2024 AND 2023



NATIONAL PORK BOARD
TABLE OF CONTENTS
YEARS ENDED DECEMBER 31, 2024 AND 2023

INDEPENDENT AUDITORS’ REPORT
FINANCIAL STATEMENTS
STATEMENTS OF FINANCIAL POSITION
STATEMENTS OF ACTIVITIES
STATEMENTS OF FUNCTIONAL EXPENSES
STATEMENTS OF CASH FLOWS
NOTES TO FINANCIAL STATEMENTS

SUPPLEMENTARY INFORMATION

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH

MAJOR FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL

OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

10

20

22

25

26

27



CliftonLarsonAllen LLP
\ A CLAconnect.com

INDEPENDENT AUDITORS’ REPORT

Members
National Pork Board
Des Moines, lowa

Report on the Financial Statements

Qualified Opinion

We have audited the accompanying financial statements of National Pork Board, which comprise the
statements of financial position as of December 31, 2024 and 2023, and the related statements of

activities, functional expenses, and cash flows for the years then ended, and the related notes to the
financial statements.

In our opinion, except for the effects of recognizing revenue from producer checkoff and the related
checkoff distribution to state pork producer associations at the point of cash collection described in the
Basis for Qualified Opinion section of our report, the financial statements referred to above present
fairly, in all material respects, the financial position of National Pork Board as of December 31, 2024
and 2023, and the change in its net assets and its cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

Basis for Qualified Opinion

As more fully described in Note 1 to the financial statements, National Pork Board recognizes revenue
from producer checkoff and the related checkoff distribution to state pork producer associations at the
point of cash collection. In our opinion, accounting principles generally accepted in the United States of
America require revenue to be recognized when earned and expenses to be recognized when incurred.
The effects of these departures from accounting principles generally accepted in the United States of
America on National Pork Board’s financial position, change in net assets, and cash flows have not
been determined.

We conducted our audits 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, 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 National Pork Board 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 qualified audit opinion.

CLAglobal.com/disclaimer
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Members
National Pork Board

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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 the aggregate, that raise substantial doubt about National Pork Board’s ability
to continue as a going concern for one year after the date the financial statements are available to be
issued.

Auditors’ Responsibilities 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 Government
Auditing Standards 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 Government Auditing Standards, we:

o 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 National Pork Board’s internal control. Accordingly, no such
opinion is expressed.

e 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.

o Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about National Pork Board’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.
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Members
National Pork Board

Other Matter

In connection with our audit, items that came to our attention that caused us to believe National Pork
Board failed to comply with certain provisions of laws, regulations, contracts, and grant agreements,
including the Pork Promotion, Research, and Consumer Act of 1985, Pork Promotion, Research and
Consumer Information Order, and USDA Guidelines for AMS Oversight of Commodity Research and
Programs dated January 2020 including: 1) whether funds were discovered to be used for influencing
government policy or action, 2) whether the Board adhered to the AMS investment policy (other than
AMS approved exceptions to the policy, including AMS’ conditional approval of the Board’s risk
management strategy of purchasing put options per AMS’ letter dated September 9, 2019), 3)
consideration of internal controls related to AMS Guidelines, 4) whether funds were used only for
projects and other expenses authorized in a budget approved by the USDA, and 5) whether funds were
used in accordance with the AMS Guidance, insofar as they relate to accounting matters are noted in
the schedule of findings and questioned costs as item 2024-003. However, our audit was not directed
primarily towards obtaining knowledge of such noncompliance. Accordingly, had we performed
additional procedures, other matters may have come to our attention regarding National Pork Board’s
noncompliance with the above referenced guidelines insofar as they relate to accounting matters.

Restricted Use Relating to Compliance

The communication related to compliance with the aforementioned guidelines described in the Other
Matter paragraph is intended solely for the information and use of the USDA, AMS, board of directors,
and management of National Pork Board and is not intended to be and should not be used by anyone
other than those specified parties.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards, 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 the 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.
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Members
National Pork Board

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
May 20, 2025, on our consideration of the National Pork Board’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 National Pork Board’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 National Pork Board’s internal control over financial
reporting and compliance.

@@%ZMW L7

CliftonLarsonAllen LLP

Cedar Rapids, lowa
May 20, 2025
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NATIONAL PORK BOARD
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2024 AND 2023

2024 2023
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents $ 35,644,997 $ 18,323,592
Short-Term Cash and Cash Equivalents 23,093,119 25,510,738
Certificates of Deposit 30,111,426 37,184,799
Short-Term Investments 88,626 183,850
Accounts Receivable, Net 2,934,974 899,494
Prepaid Expenses 631,118 322,798
Total Current Assets 92,504,260 82,425,271
PROPERTY AND EQUIPMENT
Construction in Progress 48,997 -
Leasehold Improvements 6,204,127 6,095,824
Furniture and Equipment 680,921 724,417
Data Processing Equipment 1,088,789 1,045,808
Software 16,036,415 15,136,415
Total 24,059,249 23,002,464
Less: Accumulated Depreciation (12,067,736) (9,372,516)
Property and Equipment, Net 11,991,513 13,629,948
INTANGIBLES 17,200,000 17,200,000
ROU ASSETS - OPERATING, NET 4,185,687 4,369,200
Total Assets $ 125,881,460 $ 117,624,419
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts Payable $ 7,770,440 $ 4,708,208
Grants Payable 7,647,488 9,513,666
Accrued Expenses 5,187,561 5,669,269
Deferred Revenue 19,695,554 9,071,528
Lease Liability - Operating 197,760 183,513
Total Current Liabilities 40,498,803 29,146,184
LONG-TERM LIABILITIES
Grants Payable 753,919 1,062,770
Lease Liability - Operating 3,987,927 4,185,687
Total Long-Term Liabilities 4,741,846 5,248,457
Total Liabilities 45,240,649 34,394,641
NET ASSETS
Without Donor Restrictions:
Undesignated 61,223,035 55,967,002
Board-Designated 19,417,776 27,262,776
Total Net Assets 80,640,811 83,229,778

Total Liabilities and Net Assets

See accompanying Notes to Financial Statements.

®)
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NATIONAL PORK BOARD
STATEMENTS OF ACTIVITIES
YEARS ENDED DECEMBER 31, 2024 AND 2023

2024 2023
REVENUE
Producer Checkoff $ 83,602,934 $ 82,382,565
Put Option Activity (386,224) (149,858)
Interest Income 2,971,854 2,700,271
Climate Smart Grants 1,935,817 928,472
Other Income 1,832,778 1,613,833
Total Revenue 89,957,159 87,475,283
EXPENSES
Program Services:
Checkoff Distribution to State Pork Producer
Associations 15,311,369 15,145,429
Domestic and International Marketing 32,090,351 34,597,368
Science and Technology 7,342,337 8,998,915
Producer and State Engagement 10,612,909 9,374,016
Sustainability 8,123,709 9,188,275
Communication 9,501,087 7,911,542
Total Program Services 82,981,762 85,215,545
Policy and Management 9,564,364 10,672,519
Total Expenses 92,546,126 95,888,064
CHANGE IN NET ASSETS (2,588,967) (8,412,781)
Net Assets - Beginning of Year 83,229,778 91,642,559
NET ASSETS - END OF YEAR $ 80,640,811 $ 83,229,778

See accompanying Notes to Financial Statements.
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Checkoff Distributions to
State Pork Associations

Salaries and Wages

Employee Benefits

Payroll Taxes

Professional Fees and
Other Contract Services

Office Supplies

Rent

Depreciation

Maintenance

Insurance

Utilities

IT Service

Leasing Expense

Total

See accompanying Notes to Financial Statements.

NATIONAL PORK BOARD

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2024

Checkoff
Distributions to
State Pork Domestic and Producer
Producer International Science and and State Policy and
Associations Marketing Technology Engagement Sustainability Communication = Management Total
$ 15,311,369 $ - $ - $ - $ - % - % - $ 15,311,369
- 3,072,476 964,150 1,105,264 921,940 1,729,747 3,951,763 11,745,340
- 601,137 225,426 250,474 250,474 376,342 801,515 2,505,368
- 168,020 60,007 72,009 73,421 105,189 227,320 705,966
- 27,228,626 5,792,726 8,645,112 6,517,841 6,329,724 2,963,623 57,477,652
- 11,845 3,484 6,271 4,181 11,148 18,811 55,740
- 114,973 33,816 60,868 40,579 108,210 182,604 541,050
- 594,481 174,847 314,726 209,817 559,511 944,176 2,797,558
- 61,128 17,979 32,362 21,574 57,532 97,085 287,660
- 23,912 7,033 12,659 8,440 22,505 37,978 112,527
- 12,415 3,652 6,573 4,382 11,685 19,718 58,425
- 193,274 56,845 102,322 68,214 181,905 306,964 909,524
- 8,064 2,372 4,269 2,846 7,589 12,807 37,947
$ 15,311,369 $ 32,090,351 $ 7,342,337 $ 10,612,909 $ 8,123,709 $§ 9,501,087 $ 9,564,364 $ 92,546,126
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Checkoff Distributions to
State Pork Associations

Salaries and Wages

Employee Benefits

Payroll Taxes

Professional Fees and
Other Contract Services

Office Supplies

Rent

Depreciation

Maintenance

Insurance

Utilities

IT Service

Leasing Expense

Bad Debt

Total

NATIONAL PORK BOARD

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2023

See accompanying Notes to Financial Statements.
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Checkoff
Distributions to
State Pork Domestic and Producer
Producer International Science and and State Policy and
Associations Marketing Technology Engagement Sustainability Communication Management Total
$ 15,145,429 $ - $ - $ - % - - % - $ 15,145,429
- 2,255,332 1,023,977 1,282,349 1,032,684 1,675,945 4,551,954 11,822,241
- 501,834 218,189 273,948 220,613 370,921 838,816 2,424,321
- 149,942 65,651 82,966 67,051 112,439 258,770 736,819
- 30,953,333 7,322,633 7,120,649 7,438,053 4,892,488 3,242,073 60,969,229
- 8,344 4,172 6,954 4,868 9,735 20,165 54,238
- 77,689 38,845 64,741 45,319 90,637 187,749 504,980
- 379,121 189,561 315,934 221,154 442,308 916,208 2,464,286
- 76,270 38,135 63,558 44,490 88,982 184,319 495,754
- 16,735 8,368 13,946 9,762 19,525 40,444 108,780
- 7,322 3,661 6,101 4,271 8,542 17,694 47,591
- 166,169 83,084 138,473 96,932 193,864 401,574 1,080,096
- 4,637 2,319 3,864 2,705 5,410 11,207 30,142
- 640 320 533 373 746 1,546 4,158
$ 15145429 _$ 34597368 _$ 8,998915 _$ 9374016 _$ 9188275 _$ 7911542 _$ 10,672,519 _$ 95,888,064



NATIONAL PORK BOARD
STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2024 AND 2023

2024 2023

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets $ (2,588,967) $ (8,412,781)
Adjustments to Reconcile Change in Net Assets to
Net Cash Provided by Operating Activities:

Depreciation 2,797,558 2,464,286
Put Option Activity 386,224 149,858
Loss on Disposal of Property and Equipment - 1,097
(Increase) Decrease in Assets:
Accounts Receivable (2,035,480) (659,035)
Prepaid Expenses (308,320) 532,181
Increase (Decrease) in Liabilities:
Accounts Payable 3,062,232 257,100
Grants Payable (2,175,029) 2,520,338
Accrued Expenses (481,708) (1,222,712)
Deferred Revenue 10,624,026 9,066,428
Net Cash Provided by Operating Activities 9,280,536 4,696,760
CASH FLOWS FROM INVESTING ACTIVITIES
Reinvestment of Certificates of Deposit Interest (426,627) (587,234)
Purchase of Certificates of Deposit - (7,500,000)
Maturity of Certificates of Deposit 7,500,000 5,110,731
Purchase of Investments (320,640) (458,010)
Proceeds from Maturities of Investments 29,640 233,310
Purchase of Property and Equipment (1,159,123) (2,867,439)
Net Cash Provided (Used) by Investing Activities 5,623,250 (6,068,642)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 14,903,786 (1,371,882)
Cash and Cash Equivalents - Beginning of Year 43,834,330 45,206,212
CASH AND CASH EQUIVALENTS - END OF YEAR $ 58,738,116 $ 43,834,330

RECONCILIATION OF CASH AND CASH EQUIVALENTS TO THE
STATEMENT OF FINANCIAL POSITION

Cash and Cash Equivalents $ 35,644,997 $ 18,323,592
Short-Term Cash and Cash Equivalents 23,093,119 25,510,738
Total Cash and Cash Equivalents $ 58,738,116 $ 43,834,330

See accompanying Notes to Financial Statements.
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NOTE 1

NATIONAL PORK BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

National Pork Board (the Board) is a body established by the Pork Promotion, Research and
Consumer Information Act of 1985 (the Act). The Board is responsible for the collection of
assessments authorized by the Act and for administering various programs for the
promotion, research and consumer information on pork and pork products. The Board also
distributes a portion, as determined by the Act, of the checkoff assessments to various state
pork producer associations. Upon dissolution of the Board, any remaining recognized net
assets are to be transferred to the Secretary of Agriculture of the United States of America.

Known Departures from Accounting Principles Generally Accepted in the United
States of America

The records of the Board are maintained in accordance with accounting principles generally
accepted in the United States of America with certain known departures from accounting
principles generally accepted in the United States of America. The Board recognizes
revenue from producer checkoff and the related checkoff distribution to state pork producer
associations at the point of cash collection. Accounting principles generally accepted in the
United States of America require revenue to be recognized when earned and expenses to
be recognized when incurred. The effects of these departures from accounting principles
generally accepted in the United States of America on the Board’s financial position, change
in net assets, and cash flows have not been determined.

Income Taxes

The Board is exempt from income tax pursuant to a Private Letter Ruling received from the
Internal Revenue Service, dated August 28, 1987. Therefore, there is no income tax filing
requirements for the Board.

Net Assets

Net assets without donor restrictions are not subject to donor restrictions. This category will
also include funds that have been designated by the board of directors for a particular
purpose.

Estimates

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

Cash and Cash Equivalents

The Board considers cash in demand deposit accounts and temporary investments
purchased with an original maturity of three months or less to be cash equivalents. The
Board maintains its cash and cash equivalents with a high credit quality financial institution.
From time to time, the Board’'s balances in its bank accounts exceed Federal Deposit
Insurance Corporation limits. Cash held as a portion of the Board’s investment portfolio are
classified as short-term cash and cash equivalents and are not considered to be short-term
investments.

(10)



NOTE 1

NATIONAL PORK BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Certificates of Deposit

The Board holds various nonbrokered certificates of deposit at financial institutions. These
certificates have original maturity periods less than one year and are carried at cost plus
accrued interest which approximates fair value. Certificates held at financial institutions are
through IntraFi Network Deposits which is a network that holds funds at various FDIC
insured institutions. All certificates were insured as of December 31, 2024.

Investments

Investments are reported at fair value. Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. See Note 3 for discussion of fair value measurements.

Short-term investments consist of put options.

Accounts Receivable

Accounts receivable generated from non-checkoff revenue sources are carried at original
invoice amounts less an estimate made for doubtful receivables based on a review of all
outstanding amounts on a monthly basis. Management determines the allowance for
doubtful accounts by identifying troubled accounts and regularly evaluating individual
customer receivables, giving consideration to customers' financial condition and credit
history. Management believes the composition of trade receivables at year-end is consistent
with historic conditions as credit terms and practices and the customer base has not
changed significantly. When assessing future expected credit losses, management believes
forward-looking information shows reasonable and supportable evidence for the expected
credit loss rate to remain unchanged for the year. Management reviews the estimate of
expected credit losses on a regular basis and makes adjustments as necessary based on
changes in economic conditions, customer creditworthiness, and other factors. Accounts
receivable are written off when deemed uncollectible. Recoveries of accounts receivable
previously written off are recorded when received. At both December 31, 2024 and 2023,
management determined an allowance of approximately $1,000 was required.

Property and Equipment

The Board capitalizes all expenditures of property and equipment, with the exception of data
processing equipment and software, that has a useful life of greater than one year, and a
cost in excess of $2,500. The Board capitalizes data processing equipment and software
that has a useful life of greater than one year, and a cost in excess of $1,000. Property and
equipment are recorded at cost. Construction in progress is not depreciated until placed into
service. Depreciation is computed using the straight-line method over estimated useful lives
of 3 to 10 years for furniture and equipment, 3 to 10 years for leasehold improvements, two
to five years for data processing equipment and seven years for software. When assets are
retired, or otherwise disposed of, the cost and related accumulated depreciation is removed
from the accounts and any resulting gain or loss is reflected in income for the period. The
cost of maintenance and repairs is expensed as incurred, whereas significant improvements
are capitalized. For the years ended December 31, 2024 and 2023 depreciation expense
amounted to $2,797,558 and $2,464,286, respectively.
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NOTE 1

NATIONAL PORK BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property and Equipment (Continued)

Occasionally, property and equipment is purchased and used relating to a government grant
contract. Although the grantor typically retains title to the property and equipment, if it is
probable that the Board will be permitted to keep the assets when the contract terminates,
the property and equipment is capitalized and corresponding revenue is recognized for the
amount of the grant.

Deferred Revenue and Prepaid Expenses

Receipts and disbursements relating to selected multi-year programs are accounted for as
deferred revenue and prepaid expenses. The related revenues and expenses are
recognized when earned and incurred, respectively.

Intangible Assets

Intangibles, consisting of trademarks, are carried at cost of acquisition. The Board has
determined that the trademarks have indefinite lives and has accounted for them under the
Goodwill and Other Intangible Assets accounting guidance. Since the intangible assets have
an indefinite life, there is no related amortization expense. This guidance prescribes a
process for impairment testing of indefinite life intangibles, which is performed annually, as
well as when an event triggering impairment may have occurred. As of December 31, 2024
and 2023, intangibles were $17,200,000. The Board has determined no impairment was
identified as of December 31, 2024 and 2023.

Impairment of Long-Lived assets

The Board reviews its long-lived assets for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carrying
amount of an asset to undiscounted future net cash flows expected to be generated by the
assets. If these assets are considered to be impaired, the impairment to be recognized is
measured by the amount by which the carrying amount of the assets exceeds the fair value
of the assets. Management does not believe impairment indicators are present at
December 31, 2024 and 2023.

Leases

The Board determines if an arrangement is a lease at inception. Operating leases are
included in right-of-use (ROU) assets — operating and lease liability — operating, and finance
leases are included in ROU assets — financing and lease liability — financing in the statement
of financial position.

(12)



NOTE 1

NATIONAL PORK BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Leases (Continued)

ROU assets represent the Board’s right to use an underlying asset for the lease term and
lease liabilities represent the Board’s obligation to make the lease payments arising from the
lease. ROU assets and liabilities are recognized at the lease commencement date based on
the present value of payments over the lease term. Lease terms may include options to
extend or terminate the lease when it is reasonably certain that the Board will exercise that
option. Lease expense for operating lease payments is recognized on a straight-line basis
over the lease term. The Board has elected to recognize payments for short-term leases
with a lease term of 12 months or less as expense as incurred and these leases are not
included as lease liabilities or ROU assets on the statement of financial position.

The individual lease contracts do not provide information about the discount rate implicit in
the lease. Therefore, the Board has elected to use the risk-free discount rate determined
using a period comparable with that of the lease term for computing the present value of
lease liabilities.

Climate Smart Grants

Effective April 14, 2023, the Board entered into a grant agreement with U.S. Department of
Agriculture (USDA) as part of the USDA Partnerships for Climate-Smart Commodities
program. The objective of the project is to expand markets for climate-smart pork, corn, and
soybeans in Minnesota, lowa, and Missouri and support farmer, and ranchers’
implementation and monitoring of climate-smart practices. The total approved budget is
$35,100,000 for the project period April 14, 2023 through April 28, 2028. Of the total
approved budget, $20,000,000 is derived from federal funds and $15,100,000 is required to
be matched from non-federal funds. The agreement is administered on a reimbursement
basis and revenue is recognized as expenses are incurred. Revenue earned totaled
$1,583,654 and $704,285 for the years ended December 31, 2024 and 2023, respectively.
No amounts related to the grant have been collected as of December 31, 2024.

Effective in 2023, the Board entered into an agreement with Nestrade SA (Nestle) to
advance sustainability within the Nestle supply chain. The agreement is being used towards
the non-federal matching requirement for the above mentioned USDA grant. Nestle has
pledged to achieve zero GHG emissions by 2050, part of this pledge will be achieved by
working with the Board to increase sustainability of U.S. pork products by advancing climate
smart agriculture practice adoption and generating carbon outcomes for the pork industry
within the Nestle supply chain geography. The agreement term is five years with Nestle
paying $10,000,000 to the Board annually, of which $9,200,000 is to be used for practice
implementation and $800,000 for administrative overhead. The agreement is considered an
exchange transaction, therefore the Board recognizes revenue as the work is performed.
Any amounts received but not yet earned are classified as deferred revenue in the
statement of financial position. Deferred revenue related to climate smart grants amounted
to $19,423,651 and $9,071,528, respectively, as of December 31, 2024 and 2023 and
revenue earned totaled $352,162 and $928,472 for the years ended December 31, 2024
and 2023, respectively.

(13)



NOTE 1

NATIONAL PORK BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Grants

Grant expenses are charged to net assets without donor restrictions at the time the grants
are approved by the board of directors of the Board. Grants approved but not yet disbursed
are reported as grants payable. The approval of the grants by the board of directors occurs
after each grant application has been reviewed according to the established grant evaluation
processes of the Board. Conditional grants are recognized as grant expenses in the
statement of activities only when the conditions are met. Amounts subject to future
conditions are included in board-designated assets.

Fair Value Measurement

The Board utilizes a three-level valuation hierarchy for inputs used in measuring fair value
that maximizes the use of observable inputs and minimizes the use of unobservable inputs
by requiring that the most observable inputs be used when available. Observable inputs are
inputs that market participants would use in pricing the asset or liability based on market
data obtained from sources independent of the Board. Unobservable inputs are inputs that
reflect the Board’s estimates about the assumptions market participants would use in pricing
the asset or liability based on the best information available in the circumstances. Fair value
is defined as the price that would be received to sell an asset or paid to transfer a liability
(i.e., the exit price) in an orderly transaction between market participants at the
measurement date.

The hierarchy is broken down into three levels based on the observability of inputs as
follows:

Level 1 — Valuations based on quoted prices in active markets for identical assets or
liabilities that the Board has the ability to access. Valuation adjustments and block
discounts are not applied to Level 1 instruments. Since valuations are based on quoted
prices that are readily and regularly available in an active market, valuation of these
products does not entail a significant degree of judgment.

Level 2 — Valuations based on one or more quoted prices in markets that are not active
or for which all significant inputs are observable, either directly or indirectly.

Level 3 — Valuations based on inputs that are unobservable and significant to the overall
fair value measurement.

The availability of observable inputs can vary by types of assets and liabilities and is
affected by a wide variety of factors, including, for example, whether the asset or liability is
established in the marketplace, the liquidity of markets and other characteristics particular to
the transaction. To the extent that valuation is based on models or inputs that are less than
observable or unobservable in the market, the determination of fair value requires more
judgment. Accordingly, the degree of judgment exercised by the Board in determining fair
value is greatest for assets and liabilities categorized in Level 3.
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NOTE 1

NOTE 2

NOTE 3

NATIONAL PORK BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Functional Expenses

The financial statements report certain categories of expenses that are attributable to more
than one program or supporting function. Therefore, expenses require allocation on a
reasonable basis that is consistently applied. The expenses that are allocated include
salaries and wages, employee benefits, payroll taxes, program expenses, and general
overhead, which are allocated on the basis of estimates of time and effort. General
overhead expenses include: office supplies, rent, depreciation, maintenance, insurance,
utilities, IT services, lease, and bad debt expense.

Risks and Uncertainties

In the regular course of business, the Board may be named as a party in a potential legal
action. Management continually assesses such actions and takes necessary response. No
amounts have been accrued at year-end as a result of any legal action.

LIQUIDITY AND AVAILABILITY

Financial assets available to meet annual operating needs for the years ended
December 31 are as follows:

2024 2023
Cash and Cash Equivalents $ 35,644,997 $ 18,323,592
Short-Term Cash and Cash Equivalents 23,093,119 25,510,738
Certificates of Deposit 30,111,426 37,184,799
Short-Term Investments 88,626 183,850
Accounts Receivable, Net 2,934,974 899,494
Total Financial Assets 91,873,142 82,102,473
Less: Board-Designated Net Assets (19,417,776) (27,262,776)
Net Financial Assets $ 72455366 $ 54,839,697

FAIR VALUE MEASUREMENT

The composition of investments for the years ended December 31, 2024 and 2023 are put
options. Put options are classified as Level 1 assets with the balance of $88,626 and
$183,850 for the years ended December 31, 2024 and 2023. Put options are valued at the
closing price reported on the active market on which the options are traded. This method
may produce a fair value calculation that may not be indicative of net realizable value or
reflective of future fair values. Furthermore, although the Board realizes 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.
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NOTE 3

NOTE 4

NOTE 5

NOTE 6

NATIONAL PORK BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

FAIR VALUE MEASUREMENT (CONTINUED)

The composition of put option activity is as follows for the years ended December 31:

2024 2023
Put Options Exercised (Expired) $ (290,974) $ (224,638)
Change in Put Option Value (95,250) 74,780
Put Option Activity $ (386,224) $ (149,858)

ACCOUNTS PAYABLE

Included in accounts payable at December 31, 2024 and 2023 are amounts totaling
$909,860 and $1,236,252, respectively, due to state pork producer associations
representing their share of assessments collected but not yet distributed.

ACCRUED EXPENSES

Accrued expenses include both project and return to state hold amounts, as well as
amounts for accrued payroll, bonuses, vacation, benefits, and deferred compensation. For
the year ended December 31, 2024 project and return to state hold amounts totaled
$2,933,161 and accrued payroll, bonuses, vacation, benefits, and deferred compensation
totaled $2,254,400. For the year ended December 31, 2023 project and return to state hold
amounts totaled $3,243,504 and accrued payroll, bonuses, vacation, benefits, and deferred
compensation totaled $2,425,765.

OPERATING LEASE

The Board leases its main facility from the National Pork Producers Council (the Council)
under an operating lease which expires December 2037. In addition to the rental payments,
the Board is responsible for the real estate taxes associated with the facility. The agreement
may be terminated by either party by providing at least 24 months written notice and
provides the Board the right of first refusal to purchase the leased premises should the
Council receive a bona fide offer for purchase. Rent is appraised every two years by an
independent certified appraiser to establish a new fair market value payment. Monthly
payments related to the lease are $45,088 until December 2025.

(16)



NATIONAL PORK BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

NOTE6 OPERATING LEASE (CONTINUED)

The following table provides quantitation information related to the operating lease as of and
for the years ended December 31:

Lease Cost: 2024 2023
Total Operating Lease Cost $ 504,980 $ 504,980
Other Lease Information:
Operating Cash Flows from Operating Lease $ 504,980 $ 504,980
ROU Assets Obtained in Exchange for New
Operating Lease Liabilities $ - $ 4,539,493
Weighted-Average Remaining Lease Term -
Operating Lease 13 Years 14 Years
Weighted-Average Discount Rate - Operating Lease 7.5% 7.5%

Approximate future minimum rental payments expected for the operating lease as of
December 31, 2024 are as follows:

Year Ending December 31, Amount
2025 $ 504,980
2026 504,980
2027 504,980
2028 504,980
2029 504,980
Thereafter 4,039,839
Undiscounted Cash Flows 6,564,739
Less: Imputed Interest (2,379,052)
Total Present Value $ 4185687
Short-Term Lease Liabilities $ 197,760
Long-Term Lease Liabilities 3,987,927
Total Lease Liabilities $ 4.185.687

NOTE7 BOARD-DESIGNATED NET ASSETS

Board-designated net assets include grant amounts in which future conditions have yet to
be met and are comprised of the following as of December 31:

2024 2023

Soil Health Research $ 437,776 $ 437,776
Swine Health Information Center 5,000,000 7,500,000
We Care Center 6,900,000 10,000,000
Real Pork Human Nutrition - 8,500,000
Producer Communications - 825,000
Consumer Marketing Campaign 7,080,000 -

Total Board-Designated Net Assets $ 19,417,776 $ 27,262,776
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NOTE 8

NOTE 9

NATIONAL PORK BOARD
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 AND 2023

EMPLOYEE BENEFITS AND RETENTION PLAN

The Board has a 401(k) plan which covers substantially all employees. Under the terms of
the plan, employer-matching contributions are equal to 50% of employee contributions, up to
6% of eligible wages. The Board also made discretionary contributions of 5% for the years
ended December 31, 2024 and 2023. The contributions to the plan for the years ended
December 31, 2024 and 2023 totaled $867,583 and $793,755, respectively.

The Board has adopted the National Pork Board Stay Incentive Plan (Plan) as of
November 11, 2003 to incentivize employees of the Board to remain employees of the
Board due to the uncertainty associated with the pork checkoff. Retention payments are
dependent upon fulfilling the specific requirements of the agreement, and are only payable if
the employees incur a qualified separation, as defined by the Plan.

SUBSEQUENT EVENTS

Management evaluated subsequent events through May 20, 2025, the date the financial
statements were available to be issued. Events or transactions occurring after
December 31, 2024 but prior to May 20, 2025 that provided additional evidence about
conditions that existed at December 31, 2024 have been recognized in the financial
statements for the year ended December 31, 2024. Events or transactions that provided
evidence about conditions that did not exist at December 31, 2024 but arose before the
financial statements were available to be issued have not been recognized in the financial
statements for the year ended December 31, 2024.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members
National Pork Board
Des Moines, lowa

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 financial statements of National Pork Board
(the Board), which comprise the statement of financial position as of December 31, 2024, and the
related statements of activities, functional expenses, and cash flows for the year then ended, and the
related notes to the financial statements, and have issued our report thereon dated May 20, 2025.

Report on Internal Control Over Financial Reporting

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

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 out audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses.

CLAglobal.com/disclaimer
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Members
National Pork Board

We identified certain deficiencies in internal control, described in the accompanying schedule of
findings and questioned costs as items 2024-001 and 2024-002 that we consider to be significant
deficiencies.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether National Pork Board’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed an instance of noncompliance or other matters that are required to be
reported under Government Auditing Standards and which is described in the accompanying schedule
of findings and questioned costs as item 2024-003.

National Pork Board’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the National Pork
Board’s response to the findings identified in our audit are described in the accompanying schedule of
finding and questioned costs. National Pork Board’'s response was not subject to the other auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on
it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result of that testing, and not to provide an opinion on the effectiveness of the
entity’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 entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

WM%% L7

CliftonLarsonAllen LLP

Cedar Rapids, lowa
May 20, 2025
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

Members
National Pork Board
Des Moines, lowa

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited National Pork Board's compliance with the types of compliance requirements
identified as subject to audit in the OMB Compliance Supplement that could have a direct and material
effect on each of National Pork Board’s major federal programs for the year ended December 31, 2024.
National Pork Board’s major federal programs are identified in the summary of auditors’ results section
of the accompanying schedule of findings and questioned costs.

In our opinion, National Pork Board complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its other major
federal programs for the year ended December 31, 2024.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States; and the audit requirements
of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under
those standards and the Uniform Guidance are further described in the Auditors’ Responsibilities for the
Audit of Compliance section of our report.

We are required to be independent of National Pork Board and to meet our other ethical
responsibilities, in accordance with relevant ethical requirements relating to our audit. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on
compliance for each major federal program. Our audit does not provide a legal determination of
National Pork Board’s compliance with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules and provisions of contracts or grant agreements applicable to National
Pork Board’s federal programs.

CLAglobal.com/disclaimer
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Members
National Pork Board

Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on National Pork Board’s compliance based on our audit. 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, Government Auditing Standards, and the Uniform Guidance will always detect
material noncompliance when it exists. The risk of not detecting material noncompliance resulting from
fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material if there is a substantial likelihood that, individually
or in the aggregate, it would influence the judgment made by a reasonable user of the report on
compliance about National Pork Board’s compliance with the requirements of each major federal
program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material noncompliance, 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 National Pork Board’s compliance with the
compliance requirements referred to above and performing such other procedures as we
considered necessary in the circumstances.

¢ Obtain an understanding of National Pork Board’s internal control over compliance relevant to
the audit in order to design audit procedures that are appropriate in the circumstances and to
test and report on internal control over compliance in accordance with the Uniform Guidance,
but not for the purpose of expressing an opinion on the effectiveness of National Pork Board’s
internal control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.

Other Matters

The results of our auditing procedures disclosed an instance of noncompliance, which is required to be
reported in accordance with the Uniform Guidance and which is described in the accompanying
schedule of findings and questioned costs as item 2024-004. Our opinion on the major federal program
is not modified with respect to this matter.

Government Auditing Standards requires the auditor to perform limited procedures on National Pork
Board’s response to the noncompliance finding identified in our compliance audit described in the
accompanying schedule of findings and questioned costs. National Pork Board’s response was not
subjected to the other auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the response.
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National Pork Board

Report on Internal Control Over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the
Auditors’ Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance and therefore, material weaknesses or significant
deficiencies may exist that were not identified. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses. However, as discussed below, we did
identify certain deficiencies in internal control over compliance that we consider to be a significant
deficiency.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance requirement
of a federal program will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less
severe than a material weakness in internal control over compliance, yet important enough to merit
attention by those charged with governance. We consider the deficiency in internal control over
compliance described in the accompanying schedule of findings and questioned costs as item 2024-
004, to be a significant deficiency.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

Government Auditing Standards requires the auditor to perform limited procedures on National Pork
Board’s response to internal control over compliance findings identified in our audit described in the
accompanying schedule of findings and questioned costs. National Pork Board’s response was not
subjected to the other auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

WM%% L7

CliftonLarsonAllen LLP

Cedar Rapids, lowa
May 20, 2025

(24)



NATIONAL PORK BOARD
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2024

Federal Pass-Through
Assistance Entity Passed Total
Federal Grantor/Pass-Through Grantor/ Listing Identifying Through to Federal
Program or Cluster Title Number Number Subrecipients Expenditures
Department of Agriculture

Plant and Animal Disease, Pest Control, and Animal Care 10.025 AP24VSSP0000C131 $ 74,698
Partnerships for Climate-Smart Commodities 10.937 NR233A750004G022 $ 828,843 1,583,654
Total Department of Agriculture 1,658,352

Total Expenditures of Federal Awards $ 828,843 $ 1,658,352

See accompanying Notes to Schedule of Expenditures of Federal Awards.
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NOTE 1

NOTE 2

NOTE 3

NATIONAL PORK BOARD
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
DECEMBER 31, 2024

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the Schedule) includes the
federal award activity of the Board under programs of the federal government for the year
ended December 31, 2024. The information in this Schedule is presented in accordance
with the requirements of 2 CFR Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the
Schedule presents only a selected portion of the operations of the Board, it is not intended
to and does not present the financial position, changes in net assets, or cash flows of the
Board.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reporting on the accrual basis of accounting.
Such expenditures are recognized following the cost principles contained in the Uniform
Guidance, wherein certain types of expenditures are not allowable or are limited as to
reimbursement. Negative amounts shown on the Schedule represent adjustments or credits
made in the normal course of business to amounts reported as expenditures in prior years.

INDIRECT COST RATE

The Board has elected to use the 10-percent de minimis indirect cost rate as allowed under
Uniform Guidance.
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NATIONAL PORK BOARD
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2024

Section | - Summary of Auditors’ Results

Financial Statements
1. Type of auditors’ report issued: Unmodified
2. Internal control over financial reporting:
e Material weakness(es) identified? yes X no
¢ Significant deficiency(ies) identified? X yes none reported
3. Noncompliance material to financial
statements noted? yes X no
Federal Awards
1. Internal control over major federal programs:
e Material weakness(es) identified? yes X no
o Significant deficiency(ies) identified? X yes none reported

2. Type of auditors’ report issued on
compliance for major federal programs: Unmodified

3. Any audit findings disclosed that are required

to be reported in accordance with
2 CFR 200.516(a)? X yes no

Identification of Major Federal Programs

Assistance Listing Number(s) Name of Federal Program or Cluster
10.937 Partnerships for Climate-Smart Commodities
Dollar threshold used to distinguish between
Type A and Type B programs: $__ 750,000
Auditee qualified as low-risk auditee? yes X no
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NATIONAL PORK BOARD
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2024

Section Il - Financial Statement Findings

2024-001: Significant Deficiency in Internal Control Over Financial Reporting, Credit Card Transactions

Criteria: Individual expense reports should be completed to justify the appropriate use of Checkoff
funds with original receipts attached to the report. Credit card expenditures shall be reviewed each
month by a supervisor or the Board’s designee. In addition, the Board’s Credit Card Policy &
Procedures Manual requires credit cardholders to submit an expense report with supporting receipts for
all credit card charges within 30 days of the valid charge.

Condition and Context: A sample of 40 credit card transactions was tested. We noted two
transactions where the expense report and receipts detail were not submitted in accordance with the
Board’s credit card policy requiring receipts be submitted within 30 days of valid charges and one
transaction in which receipts were never submitted. A review of the receipts for the two transactions
determined that these were valid charges. All of the charges were properly approved in accordance
with the Board’s approval policy. The 30-day credit card receipts submission policy is an internal control
policy. The transactions noted were in compliance with AMS Guidelines.

Questioned Costs: None
Cause: The Board’s control processes for credit card charges were not followed.

Effect: Unauthorized or unallowable credit card charges could occur resulting in expenses being
incurred that are not approved or allowed and not in compliance with the Checkoff funds regulations.

Repeat Finding: Yes — prior year finding 2023-001.

Recommendation: Management should periodically monitor its control processes over credit cards to
ensure that expense reports are completed and submitted timely along with supporting receipts.
Management should ensure that all employees are aware of the policies.

Views of Responsible Officials: Management agrees with the finding. The Board implemented a new

credit card enforcement policy effective June 1, 2024. The two charges noted occurred prior to the
policy being implemented.
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NATIONAL PORK BOARD
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2024

Section Il - Financial Statement Findings (Continued)

2024-002: Significant Deficiency in Internal Control Over Financial Reporting, Travel Expense

Criteria: Individual expense reports should be completed to justify the appropriate use of Checkoff
funds with original receipts attached to the report. Expense reports shall be approved and signed by
appropriate management personnel. Approved expense reports are sent to the accounting department
where all expenses are reviewed for mathematical accuracy and documentation.

Condition and Context: A sample of 40 travel related transactions was tested. We noted one
transaction where the recorded amount did not match the invoice amount. The transaction was properly
approved, however the mathematical error was not noted. The transaction noted was in compliance
with AMS Guidelines.

Questioned Costs: None

Cause: The Board’s control processes for expense reports were not followed.

Effect: Unauthorized or unallowable expense transactions could occur resulting in expenses being
incurred that are not approved or allowed and not in compliance with the Checkoff funds regulations.

Repeat Finding: No

Recommendation: Management should periodically monitor its control processes over expense
reports to ensure that expense reports accurate and properly reviewed and approved.

Views of Responsible Officials: Management agrees with the finding.
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NATIONAL PORK BOARD
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2024

Section Il - Financial Statement Findings (Continued)

2024-003: Significant Deficiency in Internal Control Over Compliance, Investment of Public Funds
Directive

Criteria: AMS Directive 2210.2 Investment of Public Funds specifies the following: Section 6.a.2 - All
investments must be fully secured. Section 6.a.3 - All investments exceeding FDIC insured thresholds,
within said institutions, must be fully collateralized. Securities pledged as collateral must be ones
specified in U.S. Department of Treasury Regulations, Title 31, CFR, Part 202, must be pledged at face
value, must be separately segregated in the name of the investor, and must be held by a financial
institution authorized by the Treasury as a Federal Depositary if not held by the Federal Reserve Board.

Condition and Context: The Board collateralizes Wells Fargo checking account deposits in excess of
$250,000 utilizing a Treasury Collateral Management and Monitoring account through the U.S.
Department of Treasury. On January 25, 2024, the Board decreased the amount collateralized to
$20,000,000. Deposits held in the Wells Fargo checking account were in excess of the collateralized
amount during the year. The Board did not have alternative collateral fully collateralizing cash balances
as required by AMS Directive 2210.2 Investment of Public Funds.

Questioned Costs: None
Cause: The Board did not have a policy in place to fully collateralize cash balances.

Effect: The Board’s cash accounts weren'’t fully secured and protected from adverse risk as required by
AMS policy.

Repeat Finding: Yes — prior year finding 2023-003.

Recommendation: The AMS Directive requires complete safety of invested funds held in public trust.
Prior to making changes in bank or investment accounts, the Board should have procedures in place so
that a review process is followed to ensure these changes in accounts or underlying collateral are in
accordance with the AMS Investment of Public Funds Directive.

Views of Responsible Officials: Management agrees with the finding.
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NATIONAL PORK BOARD
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2024

Section Ill - Major Federal Program Findings

2024-004:

Federal Agency: U.S. Department of Agriculture

Federal Program Name: Partnerships for Climate-Smart Commodities

Assistance Listing Number: 10.937

Federal Award |dentification Number and Year: NR233A750004G022 — 2023

Award Period: April 14, 2023 through April 28, 2028

Type of Finding: Significant Deficiency in Internal Control Over Compliance and Other Matter

Criteria: Non-federal entities are prohibited from contracting with or making subawards under covered
transactions to parties that are suspended or debarred.

Condition: While performing audit procedures over subrecipients, it was noted that the Board does not
have a formalized policy in place to ensure subrecipients are not suspended or debarred.

Questioned Costs: None
Context: The Board does not have a formalized policy in place to ensure subrecipients are not
suspended or debarred, however the Board performed other procedures to ensure subrecipients were

not suspended or debarred.

Cause: The Board has not had a history of entering into contracts with subawards therefore has not
historically had a formalized suspension and debarment policy in place.

Effect: The Board may contract or subaward with parties that are suspended or debarred.
Repeat Finding: No
Recommendation: The Board should adopt a written suspension and debarment policy.

Views of Responsible Officials: Management agrees with the finding.
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