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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
San Mateo County Exposition and Fair Association
San Mateo, California

Report on the Financial Statements

We have audited the accompanying financial statements of the San Mateo County Exposition and Fair
Association (the “Association") (a nonprofit corporation), as of and for the year ended December 31,
2020, and the related notes to the basic financial statements, which collectively comprise the
Association’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

The Association’s 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.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America, the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

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

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

Opinion

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the
respective financial position of the San Mateo County Exposition and Fair Association, as of December
31, 2020, and the respective changes in financial position and, where applicable, cash flows thereof for
the year then ended in accordance with accounting principles generally accepted in the United States of
America.
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Other Matters
Comparative Information

We have previously audited the Authority's December 31, 2019 financial statements, and we expressed an
unmodified audit opinion on the respective financial statements in our report dated October 6, 2020, In
our opinion, the summarized comparative information presented herein as of and for the year ended
December 31, 2019, is consistent, in all material respects, with the audited financial statements from
which it has been derived.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, as listed in the table of contents, 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 1,
2021 on our consideration of the Assaciation’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 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 internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Association’s internal control over
financial reporting and compliance.

C4&A uP

September 1, 2021
San Jose, California
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San Mateo County Exposition and Fair Association
Management’s Discussion and Analysis
For the Year Ended December 31, 2020

INTRODUCTION

The Management’s Discussion and Analysis (MD&A) is a required section of the Association’s annual
financial report, as shown in the overview below. The purpose of the MD&A is to present a discussion
and analysis of the Association’s financial performance during the year ended December 31, 2020. This
report will (1) focus on significant financial issues, (2) provide an overview of the Association’s financial
activity, (3) identify changes in the Association’s financial position, and (4) provide descriptions of
significant asset and debt activity.

This information, presented in conjunction with the annual Basic Financial Statements, is intended to
provide a comprehensive understanding of the Association’s operations and financial standing.

USING THE ANNUAL REPORT

The Statement of Net Position and Statement of Revenues, Expenses and Changes in Net Position
comprise the government-wide financial statements and provide information about the activities of the
whole Association, presenting both an aggregate view of the Association’s finances and a longer-term
view of those finances. Fund financial statements provide the next level of detail. For governmental
funds, these statements tell how services were financed in the short-term as well as what remains for
future spending. The basic financial statements also include notes that explain some of the information in
the financial statements and provide more detailed data.

Required Components of the Annual Financial Report

Management’s Basic
Discussion & Analysis Financial Statements

Statement of Revenues, Statement of Cash Flows

Expenses and Changes in Net
Position

Statement of Net Position

The view of the Association as a whole looks at all financial transactions and asks the question, “How did
we do financially during the year?” The Statement of Net Position and the Statement of Revenues,
Expenses and Changes in Net Position answer this question. These statements include all assets and
liabilities using the accrual basis of accounting similar to the accounting practices used by most private-
sector companies. This basis of accounting takes into account all of the current year revenues and
expenses regardless of when cash is received or paid.

These two statements report the Association’s net position and changes in net position. This change in net
position is important because it tells the reader that, for the Association as a whole, the financial position
of the Association has improved or diminished. The causes of this change may be the result of many
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factors, some financial, and some not. Non-financial factors include changing laws in California
restricting revenue growth, facility conditions and other factors.

The statement of cash flows reflects inflows and outflows of cash, summarized by operating, capital,
financing and investing activities. The direct method was used to prepare this information, which means
that gross rather than net amounts were presented for the year's activities.

The notes to the financial statements on provide additional information that is essential to the full
understanding of the data provided in the financial statements,

FINANCIAL HIGHLEGHTS

Key financial highlights for the fiscal year ended December 31, 2020 were as follows:

>

»

Total net position decreased by $94,590, or [.4%, from 2019 to 2020,

Total revenue decreased by $5,648,704, or 42%, from 2019 to 2020 because of the COVID-19
pandemic,

Capital assets, net of accumulated depreciation, decreased by $604,025 mostly due to current year
depreciation of $707,847.

Current liabilities increased by $401,578, or 48%, because of the SBA PPP loan totaling $707,693
which was forgiven subsequent to year end.

Noncwrent liabilities decreased by $251,000 because of employee terminations and acerued leave
payouts.

Of the $6,682,473 in net position, $6,032,656 was from current assets which is mostly liquid cash and
investments and $649,817 was net invesiment in capital assets,
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SUMMARY FINANCIAL INFORMATION

Table 1 provides a summary of the Association’s net position as of December 31, 2020 as compared to
December 31, 2019:

I Table I - Suinmary of Statement of Net Position I
Percentage

Description 2020 2019 Change Change 2018

Assets

Current Assets $ 7,387,267 $ 6727254 $ 660,013 9.81% § 4,969,933

Capital Assets - Net 649,817 1,253,842 {604,025) -48.17% 2,040,965

Total Assets § 8037084 § 7981096 §% 55,988 0.70% § 7,010,898

Liabilities

Current Liabilities $ 1,194,128 § 792,550 $ 401,578 50.67% $ 659,254

Noncurrent Liabilities 160,483 411,483 (251.000) -61.00% 355,030

Total Liabilities § 1354611 § 1,204,033 % 150,578 12.51% § 1,014,304

Net Position

Net Investment in Capital Assets  § 649817 $§ 1,253,842 §  (604,025) -48.17% $ 2,040,965
Unrestricted 6,032,656 5,523,22] 509,435 9.22% 3,955,629
Total Net Position $ 6,682473 § 6,777,063 § (94,590) -1.40% § 5,996,594

As noted in the financial highlights, total net position decreased by 1.4% from last year. In addition, total
assets remained relatively the same while current liabilities increased by 51% and total liabilities
increased by 12.5%. The increase in liabilities was directly attributable to the SBA PPP loan which was
forgiven in April of 2021,
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Table 2 shows the changes in net position for fiscal year 2020 as compared to 2019,

l Table 2 - Summary of Changes in Net Position

Percentage
Description 2020 2019 Change Change 2018
Revernues
Facilities $ 3,231,232 § 3,175,180 $ 56,052 L77% § 3,268,966
Food and beverage 517,216 2,788,120 (2,270,904) ~81.45% 3,041,068
Jockey Club 1,788,529 2,487,780 {699,251} -28.11% 2,614,291
Fair 24,887 2,138,941 (2,114,054) -98.84% 2,138,717
Parking and RV park 1,235,843 2,610,495 (1,374,652) -52.66% 2,123,404
Revenue from other agencies 747,287 - 747,287 100.00% -
Other operating revenues 66,965 73,673 (6,708) -9.11% 78,738
Investment earnings 73,123 59,567 13,526 22.70% 46,712
Total Revenues 7,685,082 13,333,786 (5,648,704} -42.36% 13,311,896
Expenses
Cost of sales 90,904 482,575 (391,671) -81.16% 500,151
Payroll and related 4,701,539 6,141,234 (1,439,695) -23.44% 6,186,543
Supplies and services 1,943,619 4,382,489 (2,438,870) -55.65% 4,286,078
Advertising and promotion 38,720 310,586 (271,866} -87.53% 371,473
Special projects 7,401 311,438 (304,037 -97.62% 116,737
Depreciation 707,847 844,285 (136,438) -16.16% 867,479
Other operating expenses (891) (7,538) 6,647 -746.02% 10,982
Capital expenses 243,078 110,386 132,692 120.21% 166,324
Total Expenses 7,732,217 12,575,455 (4,843,238} -38.51% 12,505,767
Change in Net Position (47,135) 758,331 (805,466) -106.22% 806,129
Prior Period Adjustment (47,455) 22,138 {69,593) ~314.36% 1,423
Beginning Net Position 6,777,063 5,996,594 780,469 13.02% 5,189,042
Exding Net Position $ 6,682,473 § 6,777,063 % {94,590) -1.40% $ 5,996,594

Total revenues decreased by 42% and operating expenses decreased by 39% from prior year mainly
because of the COVID-19 Pandemic and its impact on the type of services provided by the Association.
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CAPITAL ASSETS

Table 3 shows December 31, 2020 capital asset balances as compared to December 31, 2019,

f Table 3 - Summary of Capital Assets Net of Depreciation

Percentage
Description 2020 2019 Change Change 2018
Construction-in-Progress $ - $ 342,187 {342,187) -100.00% $ 341,365
Equipment 219,016 207,349 11,667 5.63% 271,667
Leasehold improvements 430,801 704,306 (273,505) -38.83% 1,427,933

Total Capital Assets, Net $ 0649817 §1,253,842 § (604,025)' -48.17% $ 2,040,965

FACTORS BEARING ON THE ASSOCIATION’S FUTURE

In 1939 the San Mateo County Exposition and Fair Association was incorporated, and the San Mateo
County Fair became an annual comimunity event enjoyed by all. Today, the Fairgrounds has evolved to
become the San Mateo County Event Center, a Bay Area top destination venue

for consumer and trade events, catering, meetings, festivals, corporate events, sporting events and much
more, in addition to hosting the annual San Mateo County Fair.

The San Mateo County Event Center is the only venue serving all the major population centers in the Bay
Area via freeways.

Convenience
« 195,000 Sq. Ft. of facility sizes from small meeting space up to the only 100,000+ Sq. Ft.
exposition hall outside of San Francisco
*  Professional team of events managers offering 24/7 single-point contact
»  Easy access to all three major airports and Cal Trans
* 48 acres of parking and outside activities space

Elements of Success
¢ Accessibility
+  Food (In-House Catering Team)
*  Concessions
*  Committed, Professional Staff
+ Lighting, Decorating and Security
*+  AV/Technology
+  Parking/RV Parking

Professional Staff
» In-house event production services, flexible approaches and professionals that anticipate your
needs
+ Single point of contact available 24/7

Revenues are generated from facility rentals, parking, catering, food and beverage concessions and the
Jockey Club offering satellite wagering.

As public gatherings were stopped by the he COVID Pandemic of 2020, the BEvent Center became a vital
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pariner to the County of San Mateo in their response to COVID serving as a testing and vaccination site,
warehousing of PPE, housing of persons as they quarantined awaiting test results, and overflow hospital
site.

The current focus of the Board and Management is to maintain our successful rental program, continue to
run the Jockey Club in a profitable manner, and manage a successful San Mateo County Fair.

The Association continues to increase revenue opportunities along with increasing mid-week business
related to the corporate meetings and convention business. Long term, the Board and Management staff
are exploring additional methods to keep the Fair and Event Center relevant to the communitly today and
in the future,

CONTACTING THE ASSOCIATION’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the Association's finances for all those
interested. Questions concerning any of the information provided in this report, or requests for additional
financial information should be addressed to San Mateo County Exposition and Iair Association, 2495
South Delaware Street, San Mateo, CA 94403.
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San Mateo County Exposition and Fair Association

Statement of Net Position
December 31, 2020

{With Comparative Totals as of December 31, 2019)

Assets
Current Assets:
Cash and investinents
Accounts receivable, net
Inventory
Prepaid expenses and other cuirrent assets
Total Current Assets
Noncurrent Assets:
Capital assets, net of accumulated depreciation
Total Assets

Liabilities
Current Liabitities:

Accounts payable

Payroll and related liabilities

Accrued expenses and other cwrrent liabilities

Unearned revenue

PPP Loan

Total Current Liabilities

Noncurrent Liabilities:

Accrued employee leave

Total Liabilities

Net Position
Net Investment in Capital Assets
Unrestricted

Total Net Position

The notes to the financial statements are an integral patt of this statement.

9

2020 2019
6,459,598 6,189,136
804,985 364,044
65,906 78,896
56,778 94,278
7,387,267 6,727,254
649,817 1,253,842
8,037,084 7,981,096
168,667 297,172
15,071 95,327
69,923 114,680
232,774 285,371
707,693 -
1,194,128 792,550
160,483 411,483
1,354,611 1,204,033
649,817 1,253,842
6,032,656 5,523,221
6,682,473 6,777,063




San Mateo County Exposition and Fair Association
Statement of Revenues, Expenses and Changes in Net Position
For the Year Ended December 31, 2020
(With Comparative Totals for the Year Ended December 31, 2019)

Operating Revenues:
Facilities
Food and beverage
Jockey Club
Fair
Parking and RV park
Revenue from other agencies
Other operating revenues

Total operating revenues

Operating Expenses:
Cost of sales
Payroll and related
Supplies and services
Advertising and promotion
Special projects
Depreciation
Total operating expenses

Operating Income {Loss)

Nonoperating Revenues (Expenses):
Investiment earnings

Income before capital improvements
Capital expenses
Change in Net Position

Prior Period Adjustments
Beginning Net Position

Ending Net Position

2020 2019
$ 3231232 § 3,175,180
517,216 2,788,120
1,788,529 2,487,780
24,887 2,138,941
1,235,843 2,610,495
747,287 -
66,965 73,673
7,611,959 13,274,189
90,904 482,575
4,701,539 6,141,234
1,942,728 4,374,951
38,720 310,586
7,401 311,438
707,847 844,285
7,489,139 12,465,069
122,820 809,120
73,123 59,597
195,943 868,717
(243,078) (110,386)
(47,135) 758,331
(47,455) 22,138
6,777,063 5,996,594
$ 6682473 § 6,777,063

The notes to the financial statements are an integral part of this statement.
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San Mateo County Exposition and Fair Association

Statement of Cash Flows

For the Year Ended December 31, 2020

(With Comparative Totals for the Year Ended December 31, 2019)

Cash Flows from Operating Activities:
Cash received from customers and other agencies
Cash payments to suppliers for geods and services
Cash payments to employees for services
Net Cash Provided (Used) by Operating Activities

Cash Flows from Capital and Related Financing Activities:
Principal received (paid) on capital debt
Acquisition and construction of non-capitalized improvements
Acquisition and construction of capital assets
Net Cash Provided (Used) by Capital and Related Financing Activities

Cash Flows from Investing Activities:
Investment earnings
Net Cash Provided (Used) by Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents Beginning
Cash and Cash Equivalents Ending

Reconciliation of Operating Income to Cash Flows Provided by (Used)
in Operating Activities:
Operating Income (Loss)
Adjustments fo reconcile operating income (loss) to net cash provided
(used) by operating activities:
Depreciation
Net change in:
Accounts receivable, net
Inventory
Prepaid expenses and other current assets
Accounts payable
Accrued payroll
Accrued expenses and other current liabilities
Unearned revenue
Accrued employee leave

Net Cash Provided (Used) by Operating Activities

2020 2019
$ 7119321 $ 13,536,605
(2,249,980)  (5,430,401)
(5,032,795) _ (6,081,208)
(163,454) 2,024,996
707,693 -
(243,078) (110,386)
(103,822) (57,162)
360,793 (167,548)
73,123 59,597
73,123 59,597
270,462 1,917,045
6,189,136 4,272,091
$ 6459598 $ 6,189,136
$ 122,820 § 809,120
707,847 844,285
(440,041) 142,821
12,990 2,807
37,500 14,096
(128,505) 37,529
(80,256) 3,593
(92,212) (5.283)
(52,597) 119,595
(251,000) 56,433
$  (163,454) $ 2,024,996

The notes to the financial statements are an integral part of this statement.
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San Mateo County Exposition and Fair Association
Notes to Basic Financial Statements
December 31, 2020

NOTE 1 - NATURE OF ORGANIZATION

The San Mateo County Exposition and Fair Association {Association) is a California nonprofit
organization under section 501(c)(3) of the Internal Revenue Code. The Association was
incorporated on August 8, 1938, for the purpose of conducting the annual County Fair and managing
the Event Center, and its buildings and facilities, which includes a satellite wagering facility, under
agreement with the County of San Mateo (the County) pursuant to Section 25906 of the California
Government Code. The term of the agreement is from July 1, 2008 to December 31, 2025, The
Association is governed by a nine-member Board of Directors appointed by the County Board of
Supervisors. The Association is subject to the policies, procedures and regulations set forth in the
California Government Code, California Business and Professional Code, Public Contracts Code,
Food and Agriculture Code, State Administration Manual and the Accounting Procedures Manual
established by the Division of Fairs and Expositions,

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation and Accounting

The Association's Basic Financial Statements conform to accounting principles generally accepted in
the United States of America, and as prescribed by the Governmental Accounting Standards Board
and Audits of State and Local Governmental Units, issued by the American Institute of Certified
Public Accountants and include the statement of net position, statement of revenues, expenses and
changes in net position and statement of cash flows.

The Association is accounted for as an enterprise fund because the intent of the governing body is
that the cost (including depreciation) of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges.

An enterprise fund is vsed to account for activities similar to those in the private sector, where the
proper matching of revenues and costs is important and the full accrual basis of accounting is
required. With this measurement focus, all assets, deferred outflows of resources, liabilities, and
deferred inflows of resources of the enterprise are recorded on its statement of net position, and under
the full accrual basis of accounting, all revenues are recognized when earned and all expenses,
including depreciation, are recognized when incurred.

Enterprise funds are accounted for on a cost of services or economic resources measurement focus,
which means that all assets, deferred outflows of resources, liabilities, and deferred inflows of
resources associated with their activity are included on their balance sheets. Enterprise fund type
operating statements present increases (revenues) and decreases (expenses) in total net position.

Deferred outflows of resources is a consumption of net assets by the Association that is applicable to
a future reporting period. For example, prepaid pension expenses and deferred charges. Deferred
inflows of resources is an acquisition of net assets by the Association that is applicable to a future
reporting period. For example, unearned revenue and advance collections.

12
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Unearned revenue arises when assets are received before revenue recognition criteria have been
satisfied. Grants and entitlements received before eligibility requirements are met are recorded as
deferred inflows from unearned revenue.

The Authority applies all applicable GASB pronouncements for certain accounting and financial
reporting guidance. In December of 2010, GASB issued GASB No. 62, Codification of Accounting
and Financial Reporting Guidance Comtained in Pre-November 30, 1989 FASB and AICPA
Pronouncenients. This statement incorporates pronouncements issued on or before November 30,
1989 into GASB authoritative literature. In June of 2015, GASB issued Statement No. 76, The
Hierarchy of Generally Accepted Accounting Principles for State and Local Governments. GASB 76
supersedes Statement No. 55, The Hierarchy of Generally Accepted Accounting Principles for Sitate
and Local Governments. GASB 76 also amends GASB 62 and AICPA Pronouncements paragraphs
64, 74, and 82. The GAAP hierarchy sets forth whai constitutes GAAP for all state and local
governmental entities. It establishes the order of priority of pronouncements and other sources of
accounting and financial reporting guidance that a governmental entity should apply. The sources of
authoritative GAAP are categorized in descending order of authority as follows:

a. Officially established accounting principles—Governmental Accounting Standards Board
(GASB) Statements (Category A)

b. GASB Technical Bulletins; GASB Implementation Guides; and literature of the AICPA
cleared by the GASB (Category B).

If the accounting treatment for a transaction or other event is not specified by a pronouncement in
Category A, a governmental entity should consider whether the accounting treatment is specified by
a source in Category B.

Statement of Net Position

The statement of net position is designed to display the financial position of the Association. The
Association’s net position is classified into three categories as follows:

¢ Net Investment in Capital Assets - This component of net position consists of capital assets,
including restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, notes, or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets. Deferred outflows of resources and
deferred inflows of resources that are attributable to the acquisition, construction, or
improvement of those assets or related debt are also included in this component of net position,
as applicable.

e Restricted - This component of net position consists of constraints placed on an assets use
through external constraints imposed by creditors (such as through debt covenants), grantors,
contributors, or law and regulations of other governments, and reduced by liabilities and deferred
inflows of resources related to those assets. It also pertains to constraints imposed by law or
constitutional provisions or enabling legislation

¢ Unrestricted - This component of net position consists of the net amount of the assets, deferred
outflows of resources, liabilities, and deferred inflows of resources that are not included in the
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determination of net investment in capital assets or the restricted component of net position. The
Association first applies restricted resources when an expense is incurred for purposes for which
both restricted and unrestricted net position are available,

Statement of Revenues, Expenses, and Changes in Net Position

Enterprise funds are a subset of proprietary funds. The statement of revenues, expenses, and changes
in net position is the operating statement for proprietary funds. This statement distinguishes between
operating and non-operating revenues and expenses and presents a separate subtotal for operating
revenues, operating expenses, and operating income. Operating revenues and expenses generally
result from providing services in connection with the Association's principal ongoing operations. The
principal operating revenues of the Association are charges for events, facilities rentals,
memberships, food, beverages and other services as noted below. Operating expenses for the
Association include the cost of sales, payroll, supplies, services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
non-operating revenues and expenses.

Facilities Revenue

The Association rents its buildings and grounds during the year for a variety of events. Included in
the facilities revenue are rents charged for the use of buildings and facilities, labor, parking,
equipment rental fees and a percentage of concessions.

Food and Beverage Revenue
Food and beverage revenues includes the following:

I. Jockey Club menu and concession items along with alcohol.
2. Facilities and mostly concessions from trade shows and full catering services and full bar service.
3. Expo Café offering buffet and concessions during {arge events.

Food and beverage revenue declined by $2,27,0904, 81%, due to the COVID-19 Pandemic.

Jockey Club Revenue

The Jockey Club satellite wagering facility is located on County owned property. Included in Jockey
Club revenues are track commissions received for live race meets held throughout California during
the year, and fees charged for admission, program sales, and lottery sales.

Jockey Club revenue declined by $699,251, 28%, due to the COVID-19 Pandemic.

Fair Revenune

Fair revenues are mainly from fees charged for admission 1o the Annual Fair. Commercial space
rentals, sponsorships, parking, and a percentage of carnival and concession revenues are also
included in fair revenues.

Fair revenue declined by $2,114,054, 99%, due to the COVID-19 Pandemic.
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Parking and RV Park

Parking and RV park revenues and expenses were separated from the Facility department in order to
better monitor and manage the department. Parking fees are charged at $10.00 for most events. RV
revenues come from the daily rental of RV spaces primarily from exhibit shows and is not open to
the general public at this time,

Parking and RV park revenue declined by $1,374,652, 53%, due to the COVID-19 Pandemic.

Overall, total revenues decreased by $5.945 million from 2019 to 2020 due to the COVID-19
Pandemic. Accordingly, the Association reduced operating expenses by $4.976 million from 2019 to
2020.

Cash and Cash Equivalents

Cash and cash equivalents include all monies held in banks, highly liquid investments with maturities
of less than twelve months, cash held in the San Mateo County Investment Pool (County Pool) and
cash held in the Local Agency Investment Fund (LAIF). For the cash held in the County Pool, a
portion of the cash balance is pooled with other funds of the County to earn a higher rate of return
than could be earned by investing the funds individually.

Investments

Changes in fair value that occur during a fiscal year are recognized as unrealized gains or losses and
reported for that fiscal year. Investment income comprises interest earnings, changes in fair value,
and any gains or losses realized upon the liquidation or sale of investments.

Investments are recorded at fair value in accordance with GASB Statement No. 72, Fair Value
Measuremeni and Application. Accordingly, the change in fair value of investments is recognized as
an increase or decrease to investment assets and investment income. Fair value is defined as the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction.

In determining this amount, three valuation techniques are available:
¢ Market approach - This approach uses prices generated for identical or similar assets or
liabilities. The most common example is an investment in a public security traded in an

active exchange such as the NYSE.

» Cost approach - This technique determines the amount required to replace the current asset.
This approach may be ideal for valuing donations of capital assets or historical treasures.

+ Income approach - This approach converts future amounts (such as cash flows) into a current
discaunted amount,

Each of these valuation techniques requires inputs to calculate a fair value, Observable inputs have
been maximized in fair value measures, and unobservable inputs have been minimized.
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The Association participates in an investment pool managed by the State of California known as the
Local Agency Investment Fund (LAIF), which has invested a portion of the pooled funds in
structured notes and asset-backed securities. LAIF’s investments are subject to credit risk with the
full faith and credit of the State of California collateralizing these investments. In addition, the
structured notes and asset-backed securities are subject to market risk as to change in interest rates.

Receivables

All receivables are current and reported net of an allowance for uncollectible accounts as applicable,
The allowance for uncollectible accounts was zero as of December 31, 2020. Three customers totaled
85% of accounts receivable at year end. Revenue was concentrated by type as follows: facilitics
revenue 44%, Jockey Club revenue 24% and parking and RV park revenue 17%.

Inventory

The costs of items held for food and beverage sales are included in inventory, which is stated at the
lower of cost or market on a first-in, first-out basis.

Prepaid Expenses

The Association reports expenses for prepaid items during the benefiting period. An asset is
established at the date of payment, prepaid expense, and amortized over the accounting periods that
are expected to benefit from the initial payment.

Capital Assets

Property, plant and equipment contributed to the Association are stated at estimated fair value at the
time of contribution. Leasehold improvements over $50,000 and a useful life of more than one year
are capitalized and depreciated over the lease term. Equipment purchases over $5,000 are capitalized
and depreciated over a useful life of 3 to 10 years. Amounts spent on projects that have not been
placed in service are reported as construction-in-progress until the project is completed and the asset
is placed in service. Assets acquired through donations are recorded at their estimated fair value at
the time of acquisition. Amounts spent on repairs and maintenance to County owned property are
expensed as incurred by the Association.

Accrued Employee Leave

The liability for unpaid employee leave benefits is computed at the end of each year and includes the
liability for unused holiday compensatory, personal, vacation, and twenty percent of unused sick
leave, which has accrued and has not been paid up to the limits set forth in the Association’s

administrative policies. During the year, accrued employee leave decreased by $251,000, 61%, from
terminations related to cost reductions required because of COVID-19,

Noncurrent Liabilities

In the basic financial statements, long-term debt and other long-term obligations are reported as
noncurrent liabilities in the statement of net position.
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Accounting Estimuates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the amounts reported in the financial statements and accompanying notes.

Subsequent Evenis

Management has reviewed subsequent events and transactions that occurred after the date of the
financial statements through the date the financial statements were issued. The financial statements
include all events or transactions, including estimates, required to be recognized in accordance with
generally accepted accounting principles., Management has determined that there are no non-
recognized subsequent events that require additional disclosure, other than the following.

Beginning in March 2020, the United States economy began suffering adverse effects from the
COVID-19 Virus Crisis ("CV19 Crisis"). As of the date of issuance of the financial statements, the
Association has recognized significant revenue declines and has made necessary operating cuts as
previously noted. While the future impact of the CV19 Crisis on the Association cannot be
reasonably estimated, there were no other material subsequent events that required recognition or
additional disclosure in the financial statements, except as follows:

As described in Note 8, the Association was issued a $707,693 U.S. Small Business Administration
Paycheck Protection Program (PPP) foan on April 21, 2020. The Association filed an application for
forgiveness with the SBA that was approved, fully forgiving the loan, on Aprif 2, 2021,

As described in Note 8, the Association applied for a second loan from the SBA PPP of $681,500.
The loan was approved and disbursed on January 28, 2021. This lean is forgivable similarly to the
first PPP loan.

Risk Management

The Association is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees, and natural disaster. The California
Fair Services Authority provides the Association with worker’s compensation and general liability
insurance. The existing insurance coverage is current as of the issuance of this report. Under an
agreement with the County, the County Counsel provides legal representation for any claims or
litigation involving the Association. Claims have not exceeded coverage in any of the past several
years and there has not been a significant reduction in coverage during the current year,

Income Tuxes

The Association is publicly supported and has applied for, and received, tax-exempt status under
Internal Revenue Code Section 501c¢c(3) and Section 23701(d) of the California Revenue and
Taxation Code. Accordingly, no provision for income taxes has been reflected in these financial

statements.
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Provisions for Taxes

The Association has adopted “Accounting for Uncertainty in Income Taxes” under Accounting
Standards Codification (ASC) 740 Income Taxes. The Codification requires the evaluation of tax
positions taken or expected to be taken in the Association’s tax returns and does not allow
recognition of tax positions which do not meet a “more-likefy-than-not” threshold of being sustained
by the applicable tax authority. The Association does not believe it has taken any tax positions that
would not meet this threshold.

The Association’s federal and state income tax returns are subject to possible examination by the
taxing authorities until the expiration of the related statutes of limitations on those tax returns. In
general, the federal income tax returns have a three-year statute of limitations, and the state income
tax returns have a four-year statute of limitations. The Association’s policy is to reflect interest and
penalties related to uncertain tax positions as part of income tax expense, when and if they become
applicable.

Upcoming Accounting and Reporting Changes
GASB issued Statement No. 87, Leases

The objective of this statement is to better meet the information needs of financial statement users by
improving accounting and financial reporting for leases by governments. This statement increases the
usefulness of governments’ financial statements by requiring recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract, It establishes a
single model for lease accounting based on the foundational principle that leases are financings of the
right to use an underlying asset. Under this statement, a lessee is required to recognize a lease
liability and an intangible right-to-use lease asset, and a lessor is required to recognize a lease
receivable and a deferred inflow of resources, thereby enhancing the relevance and consistency of
information about governments® leasing activities. The requirements of this Statement were initially
to be effective for financial statements for periods beginning after December 15, 2019, bul were
extended to periods beginning after December 15, 2021, pursuant to GASB Statement No. 95, Earlier
application is encouraged. The Association doesn’t believe this statement will have a significant
impact on the Association’s financial statements.

GASB Statement No. 89, Accounting for Interest Cost Incurred Before the End of the Construction
Period

This Statement addresses interest costs incurred before the end of a construction period be
recognized as an expense in the period in which the cost is incurred for financial statements prepared
using the economic resources measurement focus. As a result, interest cost incurred before the end of
a construction period will not be included in the historical cost of a capital asset reported in a
business-type activity or enterprise fund. The requirements of this Statement were initially to be
effective for financial statements for periods beginning after December 15, 2019, but were extended
to periods beginning after December 15, 2020, pursuvant to GASB Statement No. 95. Barlier
application is encouraged. The Association doesn’t believe this statement will have a significant
impact on the Association’s financial statements.
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GASB Statement No., 92, Onmiibus 2020

The objectives of this Statement are to enhance comparability in accounting and financial reporting
and to improve the consistency of authoritative literature by addressing practice issues that have been
identified during implementation and application of certain GASB Statements. This Statement
establishes accounting and financial reporting requirements for specific issues related to leases, infra-
entity transfers of assets, postemployment benefits, government acquisitions, risk financing and
insurance-related activities of public entity risk pools, fair value measurements, and derivative
instruments. The requirements of this Statement apply to the financial statements of all state and
local governments. The requirements of this Statement were initially to be effective for financial
statements for periods beginning after June 15, 2020 but have been delayed to periods beginning
after June 15, 2021, pursuant to GASB Statement No. 95. Earlier application is encouraged. The
Association is in the process of determining the impact this Statement will have on the financial

statements.

NOTE 3 - CASH AND INVESTMENTS

The Association’s cash and investments consisted of the following as of December 31, 2020

Cash and Investments 2020 2019
Cash on hand $ 14,020 § 45,000
Cash in bank:
First National Bank - 179,046
City National Bank 3,349,755 935,797
Total Cash 3,363,775 1,159,843
Investments:
San Mateo County Pool 381,204 378,136
LAIF Pool 2,714,619 4,651,157
Total Investments 3,095,823 5,029,293

Total Cash and Investments $ 6,459,598 § 6,189,136

Fair Value Measurements

GASB 72 established a hierarchy of inputs to the valuation techniques above. This hierarchy has
three levels:

+ Level | inputs are quoted prices in active markets for identical assets or liabilities,

¢ Level 2 inputs are quoted market prices for similar assets or liabilities, quoted prices for
identical or similar assets or liabilities in markets that are not active, or other than quoted
prices that are not observable

» Level 3 mputs are unobservable inputs, such as a property valuation or an appraisal.

The Association has the following recurring fair value measurements as of December 31, 2020;

+ California Local Agency Investment Fund (LAIF) of $2,714,619; valued using Level 2

inputs.
« Santa Mateo County Pool of $381,204; valued using Level 2 inputs.
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Cash in Banks

Cash balances in banks are insured up to $250,000 per insured bank by the Federal Deposit Insurance
Corporation ("FDIC™). The Association’s accounts are held with two banks as noted above. As of
December 31, 2020, the Association’s bank balances exceeded FDIC coverage by $3,123,848.
However, this balance was fully collateralized per Government Code. The differences between the
bank balances and the carrying amount are due to reconciling items such as deposits in transit and
outstanding checks.

Collateral and Categorization Requirements

The California Government Code requires California banks and savings and loan associations to
secure an agency’s deposits by pledging government securities as collateral. The market value of
pledged securities must equal at least 110% of an agency’s deposits. California law also allows
financial institutions to secure an agency’s deposits by pledging first trust deed mortgage notes
having a value of at [east 150% of an agency’s total deposits.

Cash in San Mateo County Treasury

San Mateo County is a fiscal agent of the Association. The fair value of the Association's investment
in the county pool is reported at amounts based on the Association's pro-rata share of the fair value
provided by the County Treasurer for the entire portfolio (in relation to the amortized cost of the
portfolio). The balance available for withdrawal is based on the accounting records maintained by the
County Treasurer, which is recorded on the amortized cost basis. San Mateo County investment pool
funds were available for withdrawal on demand and had an average weighted maturity of 1.73 years.
The total amount invested by the pool was $6.34 billion as of December 31, 2020.

All cash and investments are stated at fair value. Pooled investment earnings are allocated monthly
based on the average cash and investment balances of the various funds of the County.

California Local Agency Investment Fund

The Association participates in an investment pool managed by the State of California known as the
Local Agency Investment Fund (LAIF), which has invested a portion of the pooled funds in
structured notes and asset-backed securities, defined as follows:

o Structured Notes are debt securities (other than asset-backed securities) whose cash flow
characteristics (coupon rate, redemption amount, or stated maturity) depend upon one or
more indices and/or that have embedded forwards or options,

o Asset-Backed Securities, the bulk of which are mortgage-backed securities, entitle their
purchasers to receive a share of the cash flows from a pool of assets such as principal and
interest repayments from a pool of mortgages (such as Collateralized Mortgage Obligations)
or credit card receivables,

LAIF’s investments are subject to credit risk with the full faith and credit of the State of California
collateralizing these investments. In addition, the structured notes and asset-backed securities are
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subject to market risk as to change in interest rates.

LAIF allows local agencies such as the Association to participate in a Pooled Money Investment
Account managed by the State Treasurers Office and overseen by the Pooled Money Investment
Board and State Treasurer investment committee. A Local Agency Investment Advisory Board
oversees LAIF. The investments with LAIF are not classified for credit risk due to their diverse
nature and are stated at cost, which approximates fair value.

The total amount invested by all public agencies in LAIF, as of December 31, 2020, was
approximately $107.65 billion. The balance in LAIF is available for withdrawal on demand.

Policies and Practices

The Association's Investment Policy and the California Government Code allow the Association to
invest in the following, provided the credit ratings of the issuers are acceptable to the Association and
approved percentages and maturities are not exceeded. The table below also identifies certain
provisions of the California Government Code or the Association's Investment Policy where it is
more restrictive:

Maximum Maxinuim Maximum
Rematining Percentage of Investment
Authorized Investment Type Maturity Portfolio In One Issuer

Medium Term Notes 5 years 30% No Limit
Money Market and Mutual Funds N/A 20% 10%
U.S. Treasury Obligations 5 years No Limit No Limit
Local Agency Bonds, Notes, Warrants 5 years No Limit No Limit
Registered State Bonds, Notes, Warrants 5 years No Limit No Limit
UL.S. Agency Securities 5 years No Limit No Limit
Mutual Funds N/A 20% 10%
Mortgage Pass-Through Securities 5 years 20% No Limit
County Pooled Investment Funds N/A No Limit No Limit
Joint Power Authority Pools N/A No Limit No Limit
Bankei's Acceptance 180 days 40% 30%
Caommercial Paper 270 days 25% 10%
Negotiable Certificates of Deposit 5 years 30% No Limit
Repurchase Agreements 1 year No Limit No Limit
Reverse Repurchase Agreements 92 days 20% No Limit
Laocal Agency Investment Fund (L.AIF) N/A No Limit No Limit
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Risk Disclosures

Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are
described below:

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Generally, the fonger the maturity of an investment, the greater the sensitivity
of its fair value to the changes in market interest rates. The Association manages its exposure to
interest rate risk by investing in the San Mateo County investment pool and LAIF,

Credit Risk

Credit risk is the risk of loss due to the failure of the security issuer. This is measured by the
assignment of a rating by a nationally recognized statistical rating organization. State law and the
County's investment policy limit the County's investments in commercial paper to the rating of A-
I or better by Standard & Poor's, or P-I or better by Moody's Investors Service; and corporate
bonds to the rating of A or higher by both Standard & Poor's and Moody's Investors Service. No
limits are placed on the U.S. government agency securities and U.S. Treasuries. The County's
Investment pool was unrated. Standard & Poor's and Moody's Investors Service are major rating
agencies that issue opinions on the quality of securities, which investors may consider when
assessing risk.

Foreign Currency Credit Risk
The Association does not invest in foreign securities.

Concentration of Credit Risk

The Association invested 42% of its cash with LAIF and 6% of its cash with the San Mateo
County Pool as of December 31, 2020. The following summarizes the investment percentages by
type for LAIF: .65% in loans, 8.24% in commercial paper, 4.09% in time deposits, 14.39% in
CD’s and bank notes, 18.25% in agencies and 54.38% in treasuries. The County Pool had
investments that exceeded 5% of the total pool value and were subject to credit risk as follows:
40% in U.S. treasuries, 20% in government agencies, 11% in corporate securities, 15% in U.S,
instrumentalities, and 5% in negotiable certificate of deposits.
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NOTE 4 - CAPITAL ASSETS

The Association’s capital assets consisted of the following:

Balance Balance
Capital Assets December 31, 2019 Additions Deletions December 31, 2020
Non-depreciable:
Coustruction in progress $ 342,187 § - $ (342,187 $ -
Total Non-Depreciable 342,187 - (342,187) -
Depreciable:
Equipment 2,824,857 115,556 - 2,940,413
Leasehold improvements 6,722,540 327712 - 7,050,252
Tatal Depreciable 9,547,397 443,268 - 9,990,663
L.ess Accumulated Depreciation for:
Equipment (2,617,508) (106,630} 2,741 (2,721,397)
Leasehold improvements (6,018,234) (601,217 - (6,619451)
Total Accumulated Depreciation (8,635,742) (707,847 2,741 (9,340,848}
Total Depreciable, Net 911,655 (264,579 2,741 649,817
Total Capital Assets, Net 5 1,253,842 §  (264,579) § (339.446) § 649,817

Depreciation expense for the year ended December 31, 2020 was $707,847.

Per the lease agreement with the County, the buildings, tenant improvements and all other fixed
assets on the fairgrounds remain the property of the County. Construction-in-progress, leasehold
improvements and equipment are acquired with operating funds and funds allocated by the State and
County.

NOTE 5 - NONCURRENT LIABILITIES

The Association’s noncurrent liabilities consisted of the following:

December 31, December 31,
Noncurrent Liabilities 2019 Additions Deductions 2020
Accrued employee leave $ 411,483 § 4,470 § 255470 % 160,483

NOTE 6 - POSTEMPLOYMENT BENEFTS

Tax-Sheltered Annuity Plan

The Association has a tax-sheltered annuity plan under IRC Section 403(b). The plan, which is
administered by American United Life Insurance Company, a One America Company, accepts pretax
employee contributions. The Association does not contribute to the plan. Amounts deferred under the
plan are not available to employees until termination, retirement, death or unforeseeable emergency.

Pension Plan

The Association has established a defined contribution pension plan to provide benefits at retirement
to eligible employees. The plan is a Money-Purchase Pension Plan created in accordance with IRC
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Section 401(a). Benefits are solely dependent upon amounts contributed to the plan plus investment
earnings. The plan provisions, inclading the contribution requirements, are established under a plan
agreement. American United Life Insurance Company, a One America Company, administers the
plan. The funds are held by a designated plan trustee predetermined by the plan participants and are
invested by either the plan trustee or the participant. The Association has the right to amend the plan
at any time; however, in no event will any amendment authorize or permit any part of the plan assets
to be used for purposes other than the exclusive benefit of participants or their beneficiaries.

All employees who have completed one year of service, or 1,000 hours of service, are eligible to
participate in the plan. For participants hired prior to June 1, 2008, the Association contributes 20%
of each participant's quarterly compensation to the plan. Effective June 1, 2008, a resolution was
adopted by the Board to change the Association's contribution rate to 5% for all new non-union,
permanent and full-time employees hired on or after June 1, 2008. Voluntary contributions by
employees are prohibited. The Association's contributions for each employee and the interest
allocated to the employee's account are vested at the rate of 20% for every year of service, with full
vesting after 5 years of service. The non-vested portion of the Association's contributions plus
interest for employees who leave employment before 5 years of service are used to reduce the
Association's current period contribution,

The actual contributions made by the Association after deducting forfeitures relating to employees
who left employment before completing S years of service amounted to $192,268 for the year ended
December 31, 2020.

As of December 31, 2020, the deferred compensation plan and pension plan had combined net
position of $5,156,745.

NOTE 7 - COMMITMENTS AND CONTINGENCIES

The Association may be at risk to be a defendant in certain lawsuits which arise in the normal course
of business. Association management is of the opinion that the ultimate outcome of such matters will
not have a significant effect on the financial position of the Association.

NOTE 8 - U.S. SMALL BUSINESS ADMINSTRATION PAYCHECK PROTECTION
PROGRAM LOAN (SBA LOAN)

On April 21, 2020, the Association was issued a $707,693 UJ.S. Small Business Administration loan
bearing interest annually at 1% with a short-term maturity. This loan was issued by City National
Bank under the Paycheck Protection Program and the provisions of Section 1106 of the Coronavirus
Aid, Relief, and Economic Security Act (CARES Act). The Association may apply to City National
Bank for loan forgiveness in an amount equal to the sum of payroll costs, interest on a covered
mortgage obligation, covered rent obligations, and covered utility payments incurred during the 8-
week or 24-week period beginning on the date of the loan origination. The period must be selected
when applying for loan forgiveness. This is a non-recourse loan unless used for unauthorized
purposes. Unless forgiven, the Association will begin making monthly payments of principal in
equal installments in an amount that would fully amortize the loan by the maturity date, plus interest,
in arrears, calculated based upon the original principal amount until the date of any forgiveness and
on the remaining outstanding principal balance thereafter, of the loan and a per annum interest rate of
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one percent (1.00%). On April 26, 2021 the Association filed an application for forgiveness with the
SBA that was approved, fully forgiving the loan, on April 2, 2021.

On January 27, 2021, the Association was issued a $681,500 U.S. Small Business Administration
loan bearing interest annually at 1% with a short-term maturity. This loan was issued by City
National Bank under the Paycheck Protection Program and the provisions of Section 1106 of the
Coronavirus Aid, Relief, and Economic Security Act (CARES Act). The Association may apply to
City National Bank for loan forgiveness in an amount equal to the sum of payroll costs, interest on a
covered mortgage obligation, covered rent obligations, and covered utility payments incurred during
the 8-week or 24-week period beginning on the date of the loan origination. The period must be
selected when applying for loan forgiveness. This is a non-recourse loan unless used for unauthorized
purposes. Unless forgiven, the Association will begin making monthly payments of principal in
equal installments in an amount that would fully amortize the loan by the maturity date, plus interest,
in arrears, calculated based upon the original principal amount until the date of any forgiveness and
on the remaining outstanding principal balance thereafter, of the loan and a per annum interest rate of
one percent {1.00%).
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Certified Public Accountants

INDEPENDENT AUDITOR’S 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

To the Board of Directors
San Mateo County Exposition and Fair Association
San Mateo, California

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the San
Mateo County Exposition and Fair Association (the “Association™) as of and for the year ended
December 31, 2020, and the related notes to the financial statements, which collectively comprise
the Association’s basic financial statements as listed in the table of contents, and have issued our
report thereon dated September 1, 2021.

Internal Control over Financial Reporting

Management is responsible for establishing and maintaining effective internal control over financial
reporting. In planning and performing our audit of the financial statements, we considered the
Association’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Association’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Association’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 malerial 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 over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be material weaknesses or significant deficiencies. Given
these limitations, during our audit we did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Association’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards. We noted certain
matters that we reported to management in a separate letter dated September 1, 2021.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. 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.

C L&A UP

September 1, 2021
San Jose, California

Page | 27 1475 Saratoga Ave, Suite 180, San Jose, CA 95129
Tel: 408-217-8749 ¢ E-Fax: 408-872-4159
info@cnallp.com * www.cnallp.com



