Chavan and Associates, lip
Certified Public Accountants

To the Board of Directors and Audit Committee
San Mateo County Exposition and Fair Association

We have audited the basic financial statements of San Mateo County Exposition and Fair Association
(the “Association”) as of and for the year ended December 31, 2021, and have issued our report
thereon dated September 18, 2022, Professional standards require that we advise you of the following
matters relating to our audii,

Our Responsibility under Generally Accepted Auditing Standards and Government Auditing
Standards

As communicated in our engagement letter, our responsibility, as described by professional
standards, is to form and express an opinion(s) about whether the financial statements that have been
prepared by management with your oversight are presented fairly, in all material respects, in
conformity with accounting principles generally accepted in the United States of America. Our audit
of the financial statements does not relieve you or management of your respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of material
misstatement. An audit of financial statements includes consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control
over financial reporting, Accordingly, as part of our audit, we considered the internal control of the
Association solely for the purpose of determining our audit procedures and not to provide any
assurance concerning such internal control.

We are also responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting process.
However, we are not required to design procedures for the purpose of identifying other matters to
communicate to you.

Other Information in Documents Containing Audited Financial Statements

Pursuant to professional standards, our responsibility as auditors for other information in documents
containing San Mateo County Exposition and Fair Association’s audited financial statements does
not extend beyond the financial information identified in the audit report, and we are not required to
perform any procedures to corroborate such other information.

Our responsibility also includes communicating to you any information which we believe is a
material misstatement of fact. Nothing came to our attention that caused us to believe that such
information, or its manner of presentation, is materially inconsistent with the information, or manner
of its presentation, appearing in the financial statements.

Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope we previously communicated to in our
engagement letter.
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Compliance with all Ethies Requirements Regarding Independence

The engagement team and others in our firm, as appropriate, have complied with all relevant ethical
requirements regarding independence.

Qualitative Aspects of the Entity’s Significant Accounting Practices

Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary of
the significant accounting policies adopted by the Association is included in Note | to the financial
statements. There have been no initial selection of accounting policies and no changes in significant
accounting policies or their application during the year ended December 31, 2021,

No matters have come to our attention that would require us, under professional standards, to inform
you about (1) the methods used to account for significant unusual transactions and (2) the effect of
significant accounting policies in controversial or emerging areas for which there is a lack of
authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s current judgments. Those judgments are normally based on knowledge
and experience about past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ markedly from management’s
current judgments.

The most sensitive accounting estimates affecting the financial statements include the fair value of
investments. We evaluated the key factors and assumptions used to develop the identified estimates
and determined that they were reasonable in relation to the basic financial statements taken as a whole
and in relation to the applicable opinion units,

Financial Statement Disclosures

Certain financial statement disclosures involve significant judgment and are particularly sensitive
because of their significance to financial statement users. The most sensitive disclosures affecting
Association’s financial statements relate to the liquidity and availability of assets, investments, and
net assets with donor restrictions, The disclosures related to these areas appear to be reasonable and
reliable.

Significant Difficulties Encountered during the Audit

We encountered no significant difficulties in dealing with management relating to the performance
of the audit.

Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known and
likely misstatements identified during the audit, other than those that we believe are frivial, and
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communicate them to the appropriate level of management. Further, professional standards require
us to also communicate the effect of uncorrected misstatements refated to prior periods on the relevant
classes of transactions, account balances or disclosures, and the financial statements as a whole.
There were no uncorrected misstatements as a result of our audit.

In addition, professional standards require us to communicate to you all material, corrected
misstatements that were brought to the attention of management as a result of our audit procedures.
There were not material corrected misstatements noted.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing
matter, which could be significant to the Association’s financial statements or the auditor’s report.
No such disagreements arose during the course of the audit.

Representations Requested from Management

We have requested cerlain writlen representations from management, which are included in a letter
addressed to us dated September 18, 2022.

Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters. Management informed us that, and to our knowledge, there were no consultations
with other accountants regarding auditing and accounting matters.

Other Significant Findings or Issues

In the normal course of owr professional association with the Association, we generally discuss a
variety of matters, including the application of accounting principles and auditing standards,
operating and regulatory conditions affecting the entity, and operationa! plans and strategies that may
affect the risks of material misstatement. None of the matters discussed resulied in a condition to our
retention as the Association’s auditors.

This report is intended solely for the information and use of the Board and management of the
Association and is not intended to be and should not be used by anyone other than these specified
parties.

O & A P

September 18, 2022
Morgan Hill, California
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SAN MATEO COUNTY

@ DEVENTCENTER

ON THE SAN FRANCISCO PENINSULA

September 18, 2022

Chavan & Associates, LLP
15105 Concord Circle, Suite 130
Morgan Hill, CA 95037

This representation letter is provided in connection with your audit of the basic financial statements
of the San Mateo County Exposition and Fair Association as of December 31, 2021 and for the year
then ended, and the related notes to the financial statements, for the purpose of expressing opinions
on whether the basic financial statements present fairly, in all material respects, the financial
position, results of operations, and cash flows, where applicable, of the various opinion units of the
San Mateo County Exposition and Fair Association in accordance with accounting principles
generally accepted for governments in the United States of America (U.S. GAAP).

Certain representations in this letter are described as being limited to matters that are material. Items
are considered material, regardless of size, if they involve an omission or misstatement of accounting
information that, in the light of surrounding circumstances, makes it probable that the judgment of a
reasonable person relying on the information would be changed or influenced by the omission or
misstatement.

We confirm that, to the best of our knowledge and belief, having made such inquiries as we
considered necessary for the purpose of appropriately informing ourselves as of September 18, 2022:

Financial Statements

e  We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter
dated March 1, 2019, for the preparation and fair presentation of the financial statements of
the various opinion units referred to above in accordance with U.S. GAAP.

e We acknowledge our responsibility 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.

e We acknowledge our responsibility for the design, implementation, and maintenance of
internal control to prevent and detect fraud.

o We acknowledge our responsibility for compliance with the laws, regulations, and provisions
of contracts and grant agreements.

e We have reviewed, approved, and taken responsibility for the financial statements and related
notes.

e We have a process to track the status of audit findings and recommendations, as applicable.

e We have identified and communicated to you all previous audits, attestation engagements,
and other studies related to the audit objectives and whether related recommendations have
been implemented.
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+ Significant assumptions used by us in making accounting estimates, including those
measured at fait value, are reasonable.
s Related party relationships and transactions have been appropriately accounted for and
disclosed in accordance with the requirements of U.S. GAAP, as applicable.
¢ All events subsequent to the date of the financial statements and for which U.S, GAAP
requires adjustment or disclosure have been adjusted or disclosed.
¢ The effects of uncorrected misstatements summarized and aggregated by you during the
current engagement are immaterial, both individually and in the aggregate, to the applicable
opinion units and to the financial statements as a whole.
o We have checked the following box to indicate whether or not there wete any
uncorrected misstatements to be evaluated.
= No; there were no uncorrected misstatements to be evaluated] v

= Yes; there were uncorrected misstatements as summarized in the attached D
o The effects of all known actual or possible litigation and claims have been accounted for and
disclosed in accordance with U.S. GAAP, if applicable.
» All component units, as well as joint ventures with an equity interest, are included and other
joint ventures and related organizations are properly disclosed, if applicable.
All components of net position are propetly classified and, if applicable, approved.
Our policy regarding whether to first apply restricted or unrestricted resources when an
expense is incurted for purposes for which both restricted and unrestricted net position are
available is appropriately disclosed and net position is properly recognized under the policy.
+ All revenues within the statement of revenues, expenses, and changes in net position have
been properly classified as operating revenues and non-operating revenues.
» All expenses have been properly classified in or allocated to categories of operating expenses
and non-operating expenses, and allocations, if any, have been made on a reasonable basis.
¢ Special items and extraordinary items have been properly classified and reported, if
applicable.
e Deposit and investment risks have been properly and fully disclosed.
» Capital assets, including infrastructure assets, are properly capitalized, reported, and if
applicable, depreciated.
¢  With regard to investments and other instruments reported at fair value:
o The underlying assumptions are reasonable and they appropriately reflect
management’s intent and ability to carry out its stated courses of action.
o The measurement methods and related assumptions used in determining fair value
are appropriate in the circumstances and have been consistently applied.
o The disclosures related to fair values are complete, adequate, and in accordance
with U.S. GAAP.
o There are no subsequent events that require adjustments to the fair value
measurements and disclosures included in the financial statements.
s With respect to the attached nonattest service(s), we have performed the following:
o Made all management decisions and performed all management functions;
Assigned a competent individual to oversee the services;
Evaluate the adequacy of the services performed;
Evaluated and accepted responsibility for the result of the service performed; and
Established and maintained internal controls, including monitoring ongoing
activities.
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e Arrangements with financial institutions involving compensating balances or other
arrangements involving restrictions on cash balances, line of credit, or similar arrangements
have been properly disclosed.

Required Supplementary Information

With respect to the required supplementary information accompanying the financial statements
(Management’s Discussion and Analysis):

»  We acknowledge our responsibility for the presentation of the required supplementary
information in accordance with U.S. GAAP and GASB.

s We believe the required supplementary information, including its form and content, is
measured and fairly presented in accordance with U.S. GAAP and GASB.

Information Provided

¢  We have provided you with:

o Access to all information, of which we are aware that is relevant to the preparation
and fair presentation of the financial statements of the various opinion units referred
to above, such as records, documentation, meeting minutes, and other matters;

o Additional information that you have requested from us for the purpose of the audit;
and

o Unrestricted access to persons within the entity from whom you determined it
necessary to obtain audit evidence.

» All transactions have been recorded in the accounting records and are reflected in the
financial statements.

* We have disclosed to you the results of our assessment of the risk that the financial
statements may be materially misstated as a result of fraud.

¢ We have no knowledge of any fraud or suspected fraud that affects the entity and involves:

o Management;

o Employees who have significant roles in internal control; or

o Others where the fraud could have a material effect on the financial statements.

¢ We have no knowledge of any allegations of fraud, or suspected fraud, affecting the entity’s
financial statements communicated by employees, former employees, vendors, regulators, or
others.

e We are not aware of any pending or threatened litigation and claims whose effects should be
considered when preparing the financial statements.

*  We have disclosed to you the identity of the entity’s related parties and all the related party
relationships and transactions of which we are aware, as applicable.

e There have been no communications from regulatory agencies concerning noncompliance
with or deficiencies in accounting, internal control, or financial reporting practices.

e The San Mateo County Exposition and Fair Association has no plans or intentions that may
materially affect the carrying value or classification of assets and liabilities.

¢ We have disclosed to you all guarantees, whether written or oral, under which the San Mateo
County Exposition and Fair Association is contingently liable, as applicable.

+ We have disclosed to you all nonexchange financial guarantees, under which we are
obligated and have declared liabilities and disclosed properly in accordance with GASB
Statement No, 70, Accounting and Financial Reporting for Nonexchange Financial



Guarantees, for those guarantees where it is more likely than not that the entity will make a
payment on any guarantee.

¢ For nonexchange financial guarantees where we have declared liabilities, the amount of the
liability recognized is the discounted present value of the best estimate of the future outflows
expected to be incurred as a result of the guarantee. Where there was no best estimate but a
range of estimated future outflows has been established, we have recognized the minimum
amount within the range.

e We have disclosed to you all significant estimates and material concentrations known to
management that are required to be disclosed in accordance with GASB Statement No. 62
(GASB-62), Codification of Accounting and Financial Reporting Guidance Contained in
Pre-November 30, 1989 FASB and AICPA Pronouncements. Significant estimates are
estimates at the balance sheet date that could change materially within the next year.
Concentrations refer to volumes of business, revenues, available sources of supply, or
markets or geographic areas for which events could occur that would significantly disrupt
normal finances within the next year.

e We have identified and disclosed to you the laws, regulations, and provisions of contracts and
grant agreements that could have a direct and material effect on financial statement amounts,
including legal and contractual provisions for reporting specific activities in separate funds.

e There are no:

o Violations or possible violations of laws or regulations, or provisions of contracts or
grant agreements whose effects should be considered for disclosure in the financial
statements or as a basis for recording a loss contingency, including applicable budget
laws and regulations.

o Unasserted claims or assessments that our lawyer has advised are probable of
assertion and must be disclosed in accordance with GASB-62.

o Other liabilities or gain or loss contingencies that are required to be accrued or
disclosed by GASB-62.

o Continuing disclosure consent decree agreements or filings with the Securities and
Exchange Commission and we have filed updates on a timely basis in accordance
with the agreements (Rule 240, 15¢2-12).

e The San Mateo County Exposition and Fair Association has satisfactory title to all owned
assets, and there are no liens or encumbrances on such assets nor has any asset or future
revenue been pledged as collateral, except as disclosed to you.

o  We have complied with all aspects of grant agreements and other contractual agreements that
would have a material effect on the financial statements in the event of noncompliance.

(Stoehr, Dana, Chief Executive Officer)
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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 Audit of the Financial Statements
Opinion

We have audited the financial statements San Mateo County Exposition and Fair Association (the
“Association") (a nonprofit corporation) which comprise the statement of financial position as of
December 31, 2021, and the related statements of activities, functional expenses, and cash flows for the
year then ended, and the related notes to the financial statements, which collectively comprise the
Association’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Association as of December 31, 2021 and the changes in its net assets and its cash flows
for the year then ended in accordance with accounting principles generally accepted in the United States
of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the Association and to meet our other ethical
responsibilities, in accordance with the 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 audit opinions.

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 the Association’s ability to continue
as a going concern for one year after the date that the financial statements are issued.

Auditor’s 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 auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and

Page |1 15105 Concord Circle, Suite 130, Morgan Hill, CA 95037
Tel: 408-217-8749 « E-Fax: 408-872-4159
info@cnallp.com « www.cnallp.com



Chavan and Associates, lIp

Certified Public Accountants

therefore is not a guarantee that an audit conducted in accordance with GAAS 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, we:

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

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

»  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of Association’s internal control. Accordingly, no such opinion is expressed.

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

»  Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Association’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.

Report on Summarized Comparative Information

We have previously audited the San Mateo County Exposition and Fair Association’s December 31, 2020
financial statements, and we expressed an unmodified audit opinion on the respective financial statements
in our report dated September 1, 2021. In our opinion, the summarized comparative information
presented herein as of and for the year ended December 31, 2020, 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 is the responsibility of management and, 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.
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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.

Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued our report dated September 18,
2022 on our consideration of the Association’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.

C L&A uP

September 18, 2022
Morgan Hill, California
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San Mateo County Exposition and Fair Association
Management’s Discussion and Analysis
For the Year Ended December 31, 2021

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, 2021. 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



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

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 fo the financial statements on provide additional information that is essential to the full
understanding of the data provided in the financial statements.

FINANCIAL HIGHLIGHTS

Key financial highlights for the fiscal year ended December 31, 2021 were as follows:

>

>

Total net position increased by $3,756,978, or 56.2%, from 2020 to 2021.

Total revenue increased by $8,322,529, or 108.3%, from 2020 to 2021 because of the COVID-19-
related restrictions ease.

Capital assets, net of accumulated depreciation, increased by $490,375 mostly due to current year
Construction-in-Progress of $582,544.

Current liabilities increased by $470,312, or 39.4%, because of the increases in accounts payable and
payroll related liabilities.

Noncurrent liabilities increased by $27,249, or 17%, because of the increase in accrued employee
leave.

Of the $10,439,451 in net position, $9,299,259 was from current assets which is mostly liquid cash
and investments and $1,140,192 was net investment 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, 2021 as compared to
December 31, 2020:

[ Table 1 - Summary of Statement of Net Position I
Percentage

Description 2021 2020 Change Change 2019

Assets

Current Assets $ iL,151,431 § 7,387,267 § 3,764,164 50.95% $ 6,727,254

Capital Assets - Nel 1,140,192 049,817 490,375 75.46% 1,253,842

Total Assets $ 12,291,623 § 8,037,084 $§ 4,254,539 52.94% § 7,981,096

Liabilities

Current Liabilities 5 1,664,440 % 1,194,128 § 470,312 39.39% % 792,550

Noncurrent Liabilities 187,732 160,483 27,249 16.98% 411,483

Total Liabilities $ 1,852,172 § 1,354,611 § 497.561 36.73% $ 1,204,033

Net Position

Net Investment in Capital Assets  § 1,140,192 § 649,817 § 490,375 75.46% $ 1,253,842
Unrestricted 9,299,259 6,032,656 3,266,603 54.15% 5,523,221
Total Net Posiiion $ 10,439451 § 6,682473 § 3,756,978 56.22% $ 6,777,063

As noted in the financial highlights, total net position increased by 56.2% from last year. In addition, total
assets increased by 52.9% while current liabilities increased by 39.4% and total liabilities increased by
36.7%. The increase in liabilities was directly attributable to the increase in balances of accounts payable
and payroll and related liabilities.
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Table 2 shows the changes in net position for fiscal year 2021 as compared to 2020,

! Table 2 - Summary of Changes in Net Position

Percentage
Description 2021 2020 Change Change 2019
Revenues
Facilities $ 4,422,834 § 3,231,232 % 1,191,602 36.88% § 3,175,180
Food and beverage 540,641 517,216 23,425 4.53% 2,788,120
Jockey Club 2,032,052 1,788,529 243,523 13.62% 2,487,780
Fair 2,180,595 24,887 2,155,708 8661.98% 2,138,941
Parking and RV park 983,789 1,235,843 (252,054 -20.40% 2,610,495
Revenue from other agencies 5,763,318 747,287 5,016,031 671.23% “
Other operating revenues 69,000 66,965 2,035 3.04% 73,673
Investment earnings 15,382 73,123 {57,741) -78.96% 59,597
Total Revenues 16,007,611 7,685,082 8,322,529 108.29% 13,333,786
Expenses
Cost of sales 78,954 90,904 (11,950) -13.15% 482,575
Payroll and related 7,309,003 4,701,539 2,607,464 55.46% 6,141,234
Supplies and services 3,551,562 1,942,728 1,608,834 82.81% 4,382,489
Advertising and promotion 356,302 38,720 317,582 820.20% 310,586
Special projects - 7,401 {7,401) -100.00% 311,438
Depreciation 232,283 707,847 (475,564} -67.18% 844,285
Other operating expenses 3,350 - 3,350 100.00% {7,538)
Capital expenses 703,140 243,078 460,062 189.27% 110,386
Total Expenses 12,234,594 7,132,217 4,502,377 58.23% 12,575,455
Change in Net Position 3,773,017 (47,135) 3,820,152 -8§104.70% 758,331
Prior Period Adjustment (16,039) (47,455} 31,416 -66.20% 22,138
Beginning Net Position 6,682,473 6,777,063 (94,590) -1.40% 5,996,594
Euding Net Position $ 10,439.451 $ 6,682.473 $ 3,756,978 56.22% $ 6,777,063

Total revenues increased by 108.3% and operating expenses increased by 58.2% from prior year mainly
because of the COVID-19-related restrictions ease.
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CAPITAL ASSETS

Table 3 shows December 31, 2021 capital asset batances as compared to December 31, 2020.

[ Table 3 - Summary of Capital Assets Net of Depreciation

Percentage
Description 2021 2020 Change Change 2019
Construction-in-Progress $ 582,544 § - 582,544 100.00% $§ 342,187
Equipment 143,650 219,016 (75,366) -34.41% 207,349
Leasehold improvements 413,998 430,801 (16,803) -3.90% 704,306
Total Capital Assets, Net $ 1,140,192 § 649817 § 490,375 75.46% $ 1,253,842

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 community 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
evemts, catering, meetings, festivals, corporate events, sporting events and much more, in addition to
hosting the annual Sair 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 Event Center became a vital
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partner to the County of San Mateo in their response to COVID serving as a testing and vaccination site,
warchousing of PPE, housing of persons as they guarantined 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 commumity 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 Fair Association, 2495
South Delaware Street, San Mateo, CA 94403,



BASIC FINANCIAL STATEMENTS



San Mateo County Exposition and Fair Association
Statement of Net Position
December 31, 2021
(With Comparative Totals as of December 31, 2020)

2021 2020
Assels
Current Assets:
Cash and investiments $ 8,663,130 § 6,459,598
Accounts receivable, net 2,357,467 804,985
Inventory 66,284 65,906
Prepaid expenses and other current assets 64,550 56,778
Total Current Assets 11,151,431 7,387,267
Noncurrent Assets:
Capital assets, net of accumulated depreciation 1,140,192 649,817
Total Assets 7 $ 12,291,623 % 8,037,084
Liabilities
Current Liabilities:
Accounts payable b 358,350 % 168,667
Payroll and related liabilities 179,033 15,071
Accrued expenses and other current liabilities 65,117 69,923
Unearned revenue 380,440 232,774
PPP Loan - 707,693
PPP Loan second draw 681,500 -
Total Current Liabilities 1,664,440 1,194,128
Noncurrent Liabilities:
Accrued employee leave 187,732 160,483
Total Liabilities 3 1,852,172  § 1,354,611
Net Position
Net Investment in Capital Assets $ 1,140,192 % 649,817
Unrestricted 0,299,259 6,032,656
Total Net Position $ 10439451 % 6,682,473

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 Revenues, Expenses and Changes in Net Position
For the Year Ended December 31, 2021
(With Comparative Totals for the Year Ended December 31, 2020)

2021 2020
Operating Revenues:

Facilities b 4422834 % 3,231,232

Food and beverage 540,641 517,216

Jockey Chub 2,032,052 1,788,529

Fair 2,180,595 24,887

Parking and RV park 083,789 1,235,843

Revenue from other agencies 5,763,318 747,287

Other operating revenues 69,000 66,965

Total operating revenues 15,992,229 7,611,959
Operating Expenses:

Cost of sales 78,954 90,904

Payroll and refated 7,309,003 4,701,539

Supplies and services 3,551,562 1,942,728

Advertising and promotion 356,302 38,720

Special projects - 7,401

Depreciation 232,283 707,847

Other operating expenses 3,350 -

Total aperating expenses 11,531,454 7,489,139
Operating Income (Loss) 4 460,775 122,820
Nonoperating Revenues (Expenses):

Investment earnings 15,382 73,123
Income before capital improvements 4,476,157 195,943
Capital expenses (703,140) (243,078)
Change in Net Position 3,773,017 (47,135)
Prior Period Adjustments (16,039) (47,455)
Beginning Net Position 6,682,473 6,777,063
Ending Net Position $ 10,439,451 § 0,682,473

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, 2021

(With Comparative Totals for the Year Ended December 31, 2020)

Cash Flows from Operating Activities:
Cash received from customers and other agencies
Cash payments to suppliers for goods 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 capitat 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 to reconcile operating income (loss) to net cash provided
(used) by operating activities:
Depreciation
PPP loan forgiven
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

2021 2020
$ 13,879,720 $ 7,119,321
(3,829,480)  (2,249,980)
(7,117,792)  (5,032,795)
2,932,448 (163,454)
681,500 707,693
(703,140) (243,078)
(722,658) (103,822)
(744,298) 360,793
15,382 73,123
15,382 73,123
2,203,532 270,462
6,459,598 6,189,136
$ 8,663,130 $ 6,459,598
$ 4,460,775 $ 122,820
232,283 707,847
(707,693) ;
(1,552,482) (440,041)
(378) 12,990
(7,772) 37,500
189,683 (128,505)
163,962 (80,256)
(20,845) (92,212)
147,666 (52,597)
27,249 (251,000)
$ 2,932448 §  (163,454)

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, 2021

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 November 1, 2018 to December 31, 2030. The Association is governed by an eleven-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
staternent 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 used 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 assels, 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
reporling 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.

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 cerfain accounting and financial reporting
guidance. In December of 2010, GASB issued GASB No. 62, Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncemenis. This statement
incorporates pronouncements issued on or before November 30, 1989 into GASB authoritative literature. In
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Notes to Basic Financial Statements
December 31, 2021

June of 2015, GASB issued Statement No. 76, The Hiercrchy of Generally Accepted Accounting Principles for
State and Local Governnents. GASB 76 supersedes Slatement No. 55, The Hierarchy of Generally Accepted
Accounting Principles for State and Local Govermments. GASB 76 also amends GASB 62 and AICPA
Pronouncements paragraphs 64, 74, and 82. The GAAP hierarchy sets forth what constitutes GAAP for all
state and local governmental entities. 1t establishes the order of priority of pronouncements and other sources
of accounting and financial reporting guidance that a governmental entity should apply. The sowrces of
authoritative GAAP are categorized in descending order of authority as follows:

a. Officially established accounting principles—Governmental Accounting Standards Board (GASB)
Staterments (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:

e 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.

» 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), grantois, 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

s Unrestricted - This component of net position consists of the net amount of the assets, deferred ouiflows of
resouices, liabilities, and deferred inflows of resources that are not included in the 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 presemts 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, niemberships, 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
definilion are reporied as non-operating revenues and expenses.
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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 Revenne
Food and beverage revenues includes the following:

1. Jockey Ciub 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 large events.

Food and beverage revenue increased by $23,425, 4.5%, from 2020 to 2021,
Jockey Club Revenne

The Jockey Club satellite wagering facility is located on County owned property. Included in Jockey Club
revenues are frack 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 increased by $243,523, 13.6%, from 2020 to 2021.

Fair Revenite

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

Fair revenue increased by $2,155,708, 8,662%, due to the COVID-19-related restrictions ease,
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 departiment. Parking fees are charged at $15.00 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 $252,054, 20.4%, from 2020 to 2021,

Overall, total revenues increased by $8.323 million from 2020 to 2021 due to the COVID-19-related
restrictions ease. Accordingly, the Association increased operating expenses by $4.502 million from 2020 to
2021,

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.
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Investmenis

Changes in fair value that occur during a fiscal year are recognized as unrealized gains ot 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 Measurement
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 fransfer a lability in an orderly transaction.

In determining this amount, three valuation techniques are available:

s 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.

e 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.

e Income approach - This approach converts future amounts (such as cash flows) info a current
discounted amount,

Each of these valuation techniques requires inputs to calculate a fair value. Observable inputs have been
maxitmized in fair value measures, and unobservable inputs have been minimized.

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,

LAI’s investments are subject to credit risk with the full faith and credit of the State of California
collateralizing these investiments. 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
alfowance for uncollectible accounts was zero as of December 31, 2021. Three customers totaled 98% of
accounts receivable at year end. Revenue was concentrated by type as follows: revenue from other agencies
36%, facilities revenue 28%, fair revenue 14% and Jockey Club revenue 13%.

Inventory

The costs of items held for food and beverage sales are included in invetory, 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.
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Capital Assels

Property, plant and equipment contributed {o 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 al the time of acquisition. Amounts spent on
repairs and maintenance to County owned property are expensed as incurred by the Association.

Acerned Employee Leave

The Habifity 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 increased by $27,249, 17%.

Noncurrent Linbilities

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

Accounting Estimates

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 Evenfs

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™). While the fuiture impact of the CV19 Crisis on the Association cannot be
reasonably estimated, there were no malerial 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 $681,500 U.S. Small Business Administration Paycheck
Protection Program (PPP) loan second draw on Janvary 28, 2021. The Association filed an application for
forgiveness with the SBA that was approved, fully forgiving the loan, on January 11, 2022,

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 invalving the Association. Claims have not exceeded
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coverage in any of the past several years and there has not been a significant reduction in coverage during the
current year.

Income Taxes

The Association is publicly supported and has applied for, and received, tax-exempt status under Internal
Revenue Code Section 501c(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.

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-likely-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 afier December 15, 2019,
but were extended 1o 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. 94, Public-Private Partnerships and Public-Public Partnerships and Availability
Payment Arrangements

The primary objective of this Statement is to improve financial reporting by addressing issues related to
public-private and public-public partnership arrangements (PPPs). As used in this Statement, a PPP is an
arrangement in which a government (the transferor) contracts with an operator (a governmental or
nongovernmental entity) to provide public services by conveying control of the right to operate or use a
nonfinancial asset, such as infrastructure or other capital asset (the underlying PPP asset), for a period of time
in an exchange or exchange-like transaction. Some PPPs meet the definition of a service concession
arrangement (SCA), which the Board defines in this Statement as a PPP in which (1) the operator collects and
is compensated by fees from third parties; (2) the transferor determines or has the ability to modify or approve
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which services the operator is required to provide, to whom the operator is required to provide the services,
and the prices or rates that can be charged for the services; and (3) the transferor is entitled to significant
residual interest in the service utility of the underlying PPP asset at the end of the arrangement. This Statement
also provides guidance for accounting and financial reporting for availability payment arrangements (APAS).
As defined in this Statement, an APA is an arrangement in which a government compensates an operator for
services that may include designing, constructing, financing, maintaining, or operating an underlying
nonfinancial asset for a period of time in an exchange or exchange-like transaction. The requirements of this
Statement are to be effective for financial statements for periods beginning after June 15, 2022, Earlier
application is encouraged. The Association does not believe this statement will have a significant impact on the
Association’s financial statements.

GASB Statement No. 96, Subscription-Based Information Techmology Arrangements

Issued in May 2020, the statement provides guidance on the accounting and financial reporting for subscription
based information technology arrangements (SBITAs) for governments by (1) defining a SBITA, (2)
establishing that a SBITA results in a right-to-use subscription asset-an intangible asset-and a corresponding
subscription liability, (3) providing the capitalization criteria for outlays other than subscription payments,
including implementation costs of a SBITA, and (4) requiring note disclosures regarding a SBITA. The
statement will be effective beginning fiscal year 2023. The Association does not believe this statement will
have a significant impact on the Association’s financial statements.

GASB Statement No. 97, Certain Component Unit Criteria, and Accownting and Financial Reporting for
Internal Revenue Code Section 457 Deferred Conipensation Plans—an amendment of GASB Statements No. 14
and No. 84, and a supersession of GASB Statement No. 32,

Issued in June 2020, the statement will result in more consistent financial reporting of defined contribution
pension plans, defined contribution OPEB plans, and other employee benefit plans (e.g., certain Section 457
plans), while mitigating the costs associated with reporting those plans. The statement will be effective
beginning fiscal year 2022. The Association does not believe this statement wilf have a significant impact on
the Association’s financial statements.

NOTE 3 - CASH AND INVESTMENTS

The Association’s cash and investments consisted of the following as of December 31, 2021:

Cash and Investments 2021 2020
Cash on hand $ 47688 $ 14,020
Cash in bank:
City National Bank 1,492,049 3,349,755
Total Cash 1,539,737 3,363,775
Investments:
San Mateo County Pool 392,937 381,204
LAIF Pool 6,730,456 2,714,619
Total Investiments 7,123,393 3,005,823

Total Cash and Investments $ 8,663,130 § 6,459,508

Fuair Value Measurements

GASB 72 established a hierarchy of inputs to the valuation techniques above. This hierarchy has three levels:
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s Level | inputs are quoted prices in active markets for identical assets or liabilities.

s 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

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

The Association has the following recurring fair value measurements as of December 31, 2021

¢ California Local Agency Investment Fund (LAIF) of $6,730,456; valued using Level 2 inputs.
¢ Santa Mateo County Pool of $392,937; valued using Level 2 inputs.

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 the City National Bank as noted above. As of
December 31, 2021, the Association’s bank balances exceeded FDIC coverage by $1,242,049. However, this
balance was fully collateralized per Government Code. The differences between the bank balances and the
catrying amount are due to reconciling items such as deposits in transit and outstanding checks.

Collateral and Categorization Requiirements

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 feast 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 least 150% of an agency’s
total deposifs.

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 1.60 years. The total amount invested by the pool was
$6.936 billion as of December 31, 2021.

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:
¢ Structured Notes are debt securities (other than asset-backed securities) whese cash flow
characteristics (coupon rate, redemption amount, or stated maturity) depend upon one or more indices

and/or that have embedded forwards or options.

e  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
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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 subject to
market risk as to change in interest rates.

LAIF aflows 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, 2021, was approximately $181.4
billion. The balance in LAIF is available for withdrawal on demand.

Policies and Practices

The Association's Investment Policy and the California Government Code aliow 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 Maximum Maximum
Remaining Percentage of Investment
Authorized Investment Type Maturity Portfolio In One Issuer

Medium Term Notes 3 years 30% No Limit
Money Market and Mutual Funds N/A 20% 0%
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
U.S. Agency Securities 5 years No Limit No Limit
Mutual Funds N/A 20% 10%
Mortgage Pass-Through Securities S years 20% No Limit
County Pooled Investiment Funds N/A No Limit No Limit
Joint Power Authority Pools N/A No Limit No Limit
Banker's Acceptance 180 days 40% 30%
Commercial 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
Local Agency Investment Fund (LAIF) N/A No Limit No Limil
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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 longer 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 fo 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 investiment
policy limit the County's investments in commercial paper to the rating of A-1 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 78% of its cash with LAIF and 4.5% of its cash with the San Mateo County Pool
as of December 31, 2021. The following summarizes the investment percentages by type for LAIF: 41% in
loans, 6.33% in commercial paper, .17% in corporate bonds, 2.1% in time deposits, 7.39% in CD’s and
bank notes, 18.2% in agencies and 65.4% in treasuries. The County Pool had investments that were subject
to credit risk as follows: 47% in U.S. treasuries, 20% in government agencies, 9% in corporate securities,
4% in U.S. instrumentalities, and 4% in negotiable certificate of deposits.
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NOTE 4 - CAPITAL ASSETS

The Association’s capital assets consisted of the following:

Balance Balance
Capilal Assets December 31, 2020 Additions Deletions December 31, 2021
Non-depreciable:
Construction in progress g - § 722658 $ (140,114 § 582,544
T'otal Non-Depreciable - 722,658 (140,114) 582,544
Depreciable:
Equipment 2,940,413 - - 2,940,413
Leasehold improvements 7,050,252 140,114 - 7,190,366
Total Depreciable 9,990,665 140,114 - 10,130,779
Less Accumulated Depreciation for:
Eguipment (2,721,397) (75,366) - (2,796,763)
Leasehold improvements {6,619,451) (156,917) - {6,776,368)
Total Accumulated Depreciation (9,340,848) (232,283 - (9,573,131)
Total Depreciable, Net 649,817 (92,169) - 557,648
Total Capital Assets, Net $ 649,817 § 630,489 § (140,114) § 1,140,192

Depreciation expense for the year ended December 31, 2021 was $232,283.

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 noncurient liabilities consisted of the following:

December 31, December 31,
Noncurrent Liabilities 2020 Additions Deductions 2021
Accrued employee leave $ 160483 § 27,669 § 420 § 187,732

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 Section 401(a).
Benefits are solely dependent upon amounts contributed to the plan plus investment earnings. The plan
provisions, including 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
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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 5 years of service amounted to $262,659 for the year ended December 31,
2021.

As of December 31, 2021, the deferred compensation plan and pension plan had combined net position of
$5,022,927.

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 SECOND DRAW (SBA LOAN)

On April 21, 2020, the Association was issued a $707,693 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 (CARTS Act). The Association may apply to City Nationat Bank for loan forgiveness
in an amount equal to the sum of payroll costs, inferest 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
paymenis 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%). 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. Simall Business Administration foan 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 sumn 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

24



San Mateo County Exposition and Fair Association
Notes to Basic Financial Statements
December 31, 2021

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%). On January 19, 2021 the Association filed an application for forgiveness with the
SBA that was approved, fully forgiving the loan, on January 11, 2022.
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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, 2021, 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 18, 2022.

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 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 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 fiee 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 18, 2022,

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 18, 2022
Morgan Hill, California
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