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ACCOUNTANTS AND CONSUITANTS

To the Board of Directors
and Management of the
14th District Agricultural Association

We have audited the financial statements of 14th District Agricultural Association (the DAA) for
the year ended December 31, 2018 and we will issue our report thereon dated November 5, 2020.
Professional standards require that we provide you with information about our responsibilities
under generally accepted auditing standards, as well as certain information related to the planned
scope and timing of our audit. We have communicated such information in our letter to you dated
December 12,2019. Professional standards also require that we communicate to you the following

information related to our audit.

Significant Audit Matters

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by 14th District Agricultural Association are described in Note
1 to the financial statements. As described in Note 1, no new accounting policies were adopted
that affect the 2018 financial statements and the application of existing policies was not changed
during 2018. We noted no transactions entered into by the DAA during the year for which there is
alack of authoritative guidance or consensus. All significant transactions have been recognized in

the financial statements in the proper period.

During the year ended December 31, 2018, the 14th District Agricultural Assoc;1at10n did not
obtain an actuarial study in acoordance with the requirements of GASB Statement No. 75 to
disclosure information about its post-employment benefits other than pension plans (OPEB).
Therefore, accrued actuarial liability and related expenses have not been determined and recorded
in the governmental activities on the financial statements, which is a departure from accounting
principles generally accepted in the United States of America.

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s 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 significantly from those expected. The most sensitive estimates affecting
the 14th District Agricultural Association’s financial statements were:

Management’s estimate of the useful lives of a capital asset is based on historical experience
with similar capital assets and/or contractor/builder representation. We evaluated the key
factors and assumptions used to develop depreciation and determined that it is reasonable in
relation to the financial statements taken as a whole.
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Management’s estimate of the deferred inflows and outflows of resources are based on an
amount actuarially determined in accordance with the parameters of GASB Statement 68. We
evaluated the key factors and assumptions used to develop the deferred inflows and outflows
of resources and determined that it is reasonable in relation to the financial statements.

Management’s estimate of accrued compensation is based on historical employment and
eligibility. We evaluated the key factors and assumptions used to develop the accrual in
determining that it is reasonable in relation to the financial statements taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to
financial statement users. The most sensitive disclosures affecting the financial statements were:

The disclosure of the Pension Plans in Note 6 to the financial statements. This note was
developed with the CalPERS GASB Statement 68 Accounting Valuation Report, with the
measurement date of June 30, 2018.

The disclosure of COVID-19 in Note 9 to the financial statements. Management performed an
evaluation of the effects of the recent coronavirus outbreak and determined that operations

have been substantially impacted.
The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit
We encountered no 31gn1ﬁcant difficulties in dealing with management in perforrnmg and

completing our audit.

Corrected and Uncorrected Misstatements _
Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. Management has corrected all such misstatements. The attached schedule,
“Passed Adjusting Journal Entries” summarizes uncorrected misstatements of the financial
statements. Management has determined that their effects are immaterial, both individually and
in the aggregate, to the financial statements taken as a whole. In addition, the following material
misstatements detected as a result of audit procedures were corrected by management. The
attached schedule, “Adjusting Journal Entries,” summarizes all material misstatements detected as
a result of audit procedures that were corrected by management.

Disagreements with Management
- For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that
could be significant to the financial statements or the auditor’s report. We are pleased to report
that no such disagreements arose during the course of our audit.

Management Representations
We have requested certain representations from management that are included in the management

representation letter dated November 5, 2020.

s



Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the DAA’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other

accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, 1nclud1ng the application of accounting principles and
auditing standards, with management each year prior to retention as the DAA’s auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses

were not a condition to our retention.

Other Matters

Report on Required Supplementary Informdation
We applied certain limited procedures to the Schedule of Proportionate Share of the Plan’s Net

Pension Liability and the Schedule of the DAA’s Pension Plan Contributions, which are required
supplementary information (RSI) that supplements the basic financial statements. Our procedures
consisted of inquiries of management regarding 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 did not audit the RSI and do not express an opinion or provide any assurance on

the RSI.

Management has omitted the management’s discussion and analysis (MD&A). Our opinion on
the basic financial statements is not affected by this missing information.

Restriction on Use

- This information is intended solely for the information and use of the Board of Directors and
management of the 14th District Agricultural Association and is not intended to be, and should not
be, used by anyone other than these specified parties.

MCGﬂloway, Ray, Brown & Kaufman
Salinas, California
November 5, 2020
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ACCOUNTANTS ANN CONSUITANTS

To the Board of Directors
and Management of the
14th District Agricultural Association

In planning and performing our audit of the financial statements of the 14th District Agricultural
Association as of and for the year ended December 31, 2018, in accordance with auditing standards
generally accepted in the United States of America, we considered the DAA’s internal control over
financial reporting (internal control) as a basis for designing audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the DAA’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the DAA’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and, therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as discussed below, we identified certain
deficiencies in internal control that we consider to be significant deficiencies.

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. We did not identify any deficiencies in internal control that we

consider to be material weaknesses.

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. We consider the following deficiencies in internal control to be significant

deficiencies:

CURRENT YEAR FINDINGS

2018-01 Santa Cruz County Fair

2018-01a Gate Ticketing
Deficiency: During our observation of the 2018 Santa Cruz County Fair held on September

12-16, 2018, we noted tickets at ticket gates were printing the wrong date. Staff members
responsible to collect tickets were not aware that tickets from ticket booth were printing the
incorrect date. With exception for the Livestock gate, we believe that gate employees were
not reviewing ticket dates. Additionally, handicap vehicles were not consistently charged a
fee to park in the main parking lot or for valet parking.

Gerald C. Ray, CPA | Patricia M. Kanfman, CPA, CGMA | Jesus Montemayor, CPA | Smriti Shrestha, CPA
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Effect: Increases the possibility of understatement of revenues and cash, due to fraud.

Recommendation: We recommend the DAA review the ticketing procedures and update, as
needed, to correspond with the procedures assigned to the ticketing and gate employees during
the annual festival. ‘

2018-01b Security of Assets — Repeat Finding (12/31/2015)

Deficiency: During our observation of the 2018 Santa Cruz County Fair held on September
12-16, 2018, we noted that cash was not properly secured at all times at the ticket gates. Large
amounts of cash were noted being held out in the open. Further, cash at main parking lot and
valet parking was kept in an open box.

Effect: Lack of physical security of business assets and resources could result in loss or damage
of unsecured assets and resources. Cash in an open box is a risk if all three parking attendants
are busy parking cars.

Recommendation: We recommend that cash be kept out of sight and secured. Additionally,
cash on hand should be restricted to a small amount to avoid large amounts of misappropriation
or loss.

2018-02 Subsequent Internal Account Transfer Accrued as of Year End

Deficiency: During our audit procedures, we noted a check written after year end for an internal
transfer between accounts was accrued as of December 31, 2018. This error was not detected by
current internal controls.

Effect: Backdating checks could result in misstatements of cash and lead to discrepancies with
accounting records and reconciliations.

Recommendation: We recommend all check disbursements be dated in sequence using the date
the check was produced. We also recommend reconciliation of the bank accounts be reviewed for
any unusual items, such as out of sequence checks, investigate and fully resolve any such items.

During our audit, we also became aware of the following deficiencies in internal control, other
than significant deficiencies or material weaknesses, and other matters that are opportunities for
strengthening internal controls and operating efficiency:

BEST PRACTICES

BP 2018-03 Fairgrounds Security
Observation: During our observation of the 2018 Santa Cruz County Fair held on September 12~

16, 2018, we noted that security was not checking bags, pockets, or using a metal detecting wand
at the gate between the Main Office and Heritage Hall.

Recommendation.: As abest practice, we recommend the DA A review the security procedures and
update as needed to correspond with the procedures assigned to gate employees during the annual
festival.

BP 2018-04 Payroll Procedures

Observation: During our audit procedures, we noted that management does not provide visible
evidence for management’s review of timesheets. We believe that controls would be strengthened
if the following recommendation was implemented.
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Recommendation: As a best practice, we recommend the DAA update its payroll procedures to
include management’s initial and date of review for timecards and payroll check batches.

This communication is intended solely for the information and use of management, the Board of
Directors, and others within 14th District Agricultural Association, and is not intended to be and
should not be used by anyone other than these specified parties.

HelGulosny, Ry Broum. Moo

McGilloway, Ray, Brown & Kaufman
Salinas, California
November 5, 2020
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ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of the
14th District Agricultural Association
Watsonville, California

Report on the Financial Statements

We have audited the accompanying financial statements of 14% District Agricultural Association
(the DAA, a component unit of the State of California), which comprise the statement of net
position as of December 31, 2018, and the related statements of revenues, expenses, and changes
in net position, and cash flows for the year then ended, and the related notes to the financial
statements that collectively comprise the DAA’s basic financial statements as listed in the table of

contents.

Management’s Responsibility for the Financial Statements

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

whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion 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. 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 judgement,
including the asséssment 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 entity’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 entity’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 opinion.
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Basis for Qualified Opinion

As more fully described in Note 7 to the financial statements, management has not adopted
Governmental Accounting Standards Board Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions. Accounting principles generally
accepted in the United States of America require that liabilities, deferred outflows of resources,
and deferred inflows of resources for postemployment benefits other than pensions have an
actuarial study to determine the effect on net position. The amount by which this departure
would affect the liabilities, deferred outflows of resources, deferred inflows of resources, and net
position has not been determined.

Qualified Opinion

In our opinion, except for the effects of the matter described in the “Basis for Qualified Opinion”
paragraph, the financial statements referred to above present fairly, in all material respects, the
financial position of the 14th District Agricultural Association as of December 31, 2018, and the
related statements of revenues, expenses, changes in net position, and cash flows for the year
then ended, in accordance with accounting principles generally accepted in the United States of

America.

Other Matters

Prior Period Financial Statements

We have previously reviewed the 2017 financial statements, our report thereon dated October 14,
2019, stated we were not aware of any material modifications that should be made to those
financial statements for them to be in conformity with accounting principles generally accepted
in the United States of America. However, a review is substantially less in scope than an audit
and does not provide a basis for the expression of an opinion on the financial statements.

Summarized Comparative Information

The financial statements include partial and summarized prior-year comparative information.
Such information does not include all the required or sufficient detail to constitute a presentation
in conformity with accounting principles generally accepted in the United States of America.
Accordingly, such information should be read in conjunction with the DAA’s reviewed financial
statements for the year ended December 31, 2017, from which such partial and summarized

information was derived.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
schedule of the DAA’s proportionate share of the plan’s net pension liability and the schedule of
the DAA’s pension plan contributions, on pages 21 through 22, be presented to supplement the
basic financial statements. Such information, although not part of the basic financial statements,
is presented for purposes of additional analysis 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 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.
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Management has omitted the Management’s Discussion and Analysis that accounting principles
generally accepted in the Urnited States of America require to be presented to supplement the
basic financial statements. The Management’s Discussion and Analysis, 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 the financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical content.

HeGutlowng, Ry, Brouum. 4 Kol

McGilloway, Ray, Brown & Kaufman
Salinas, California
November 5, 2020
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14TH DISTRICT AGRICULTURAL ASSOCIATION
STATEMENTS OF NET POSITION
DECEMBER 31, 2018
(with prior year data for comparative purposes only)

Reviewed
2018 2017
ASSETS
Current assets :
Cash and cash equivalents $ 382,880 § 299,441
Accounts receivable, net 31,702 57,959
Other receivables 152 62
Prepaid expenses 7,900 9,111
Total current assets 422,634 366,573
Noncurrent assets
Capital assets, net 2,287,455 1,979,355
Total assets 2,710,089 2,345,928
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows - pension 234,298 276,410
Total assets and deferred outflows of resources $ 2,944,387 $ 2,622,338
LIABILITIES
Current liabilities
Accounts payable and other liabilities $ 67,701 $ 76,827
. Unearned income 32,395 20,458
Guaranteed deposits 2,000 5,300
Compensated absences liability 21,501 15,494
Total current liabilities 123,597 118,079
Long-term liabilities
Net pension liability 721,733 773,001
Total liabilities 845,330 891,080
DEFERRED INFLOWS OF RESOURCES
Deferred inflows - pension 28,957 7,214
Total liabilities and deferred inflows of resources 874,287 898,294
NET POSITION .
Net investment in capital assets 2,287,455 1,979,355
Restricted for junior livestock auction 23,296 14,986
Unrestricted (240,651) (270,297)
Total net position 2,070,100 1,724,044
Total liabilities, deferred inflows of resources,
and net position $ 2,944,387 $ 2,622,338

The accompanying notes are an integral part of these financial statements.
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14TH DISTRICT AGRICULTURAL ASSOCIATION

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEAR ENDED ‘DECEMBER 31,2018

(with prior year data for comparative purposes only)

Program Revenues
Admissions
Commercial space
Carnival
Food concessions
Exhibits
Horse show
Parking and miscellaneous fair income
JLA revenue
Rents and other non-fair revenue
Contributions
Sponsorships
Other operating revenue
Total program revenues

Operating Expenses
Administration
Maintenance and operations
Publicity
Attendance
Miscellaneous fair expenses
JLA expense
Premiums
Exhibits
Horse show
Attractions
Interim expenses
Depreciation

Total operating expenses
Income (loss) from operations

Nonoperating Revenues/(Expenses)
Intergovernmental
Change in net position
Net position, beginning of year

Net position, end of year

Reviewed
2018 2017
$ 585,681 $ 537,167
52,332 58,778
105,382 95,510
186,828 164,936
8,895 5,008
3,685 30,506
415,645 317,134
37,160 28,448
683,014 657,080
494,816 145,051
33,460 35,542
2,828 1,213
2,609,726 2,076,373
589,948 612,373
977,318 948,191
126,243 113,334
104,465 92,468
46,477 36,265
30,159 40,033
16,059 14,622
79,284 66,436
9,405 21,557
144,983 137,432
37,865 49,954
139,654 125,733
2,301,860 2,258,398
307,866 (182,025)
38,190 38,190
346,056 (143,835)
1,724,044 1,867,879
$ 2,070,100 $ 1,724,044

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

5
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14TH DISTRICT AGRICULTURAL ASSOCIATION

STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2018
(with prior year data for comparative purposes only)

Cash Flows From Operating Activities
Receipts from customers
Cash from contributions
Cash from sponsorships
Payments to suppliers
Payments to employees
Net cash provided by operating activities

Cash Flows From Noncapital Financing Activities
Cash from state apportionments
Net change in line of credit
Net cash provided (used) by noncapital financing activities

Cash Flows From Capital and Related Financing Activities
Acquisition of capital assets

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of Operating Gains/(Loss) to Net
Cash Provided by Operating Activities
Income (loss) from operations
Adjustments to reconcile net income (loss) to net

cash provided by operating activities
Depreciation '
Bad debts
(Increase) decrease in:

Accounts receivable

Other receivables

Prepaid expenses

Deferred outflow of resources
Increase (decrease) in:

Accounts payable and other liabilities

Unearned income

Guaranteed deposits

Compensated absences liability

Net pension liability

Deferred inflow of resources

Total adjustments to net income

Net cash provided by operating activities

bd

_ Reviewed
2018 2017
$ 2,116,254  $ 1,866,761
494,816 145,051
33,460 35,542
(1,369,706) (1,322,402)
(781,821) (635,412)
493,003 89,540
38,190 38,190
- (50,110)
38,190 (11,920)
(447,754) (137,261)
83,439 (59,641)
299,441 359,082
$§ 382880 § 299,441
$ 307,866 § (182,025)
139,654 125,733
16,212 -
10,045 (35,045)
(90) (62)
1,211 617
42,112 (82,671)
(9,126) 4,724
11,937 6,908
(3,300) (820)
6,007 7,334
(51,268) 238,986
21,743 5,861
185,137 271,565
§ 493,003 § 89,540

The accompanying notes are an integral part of these financial statements.
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

Significant Accounting Policies

Nature of Organization

The 14th District Agricultural Association (DAA), a component unit of the State of California,

was formed for the purpose of sponsoring, managing, and conducting the Santa Cruz County Fair
each year in Watsonville, California. The DAA also markets the Fairgrounds exhibition halls,
grounds and racetrack facilities and manages hundreds of events each year. The State of
California, Department of Food and Agriculture, through the Division of Fairs and Expositions,
provides oversight responsibilities to the DAA. The DAA is subject to the policies, procedures,
and regulations set forth in the California Government Code, California Business and
Professions Code, Public Contracts Code, Food and Agricultural Code, State Administrative
Manual, and the Accounting Procedures Manual established by the Division of Fairs and
Expositions. The board members of the DAA are appointed by the Governor of the State of

California.

The State of California allocates funds annually to each of the DAA’s throughout the State to
support operations and acquire fixed assets. However, the level of State funding varies from year
to year based on budgetary constraints. The Division of Fairs and Expositions determines the
amount of the allocations.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The accounting policies applied to and procedures used by the DAA conform to accounting
principles applicable to District Agricultural Associations as prescribed by the State
Administrative Manual and the Accounting Procedures Manual. The DAA’s activities are
accounted for as an enterprise fund. The Governmental Accounting Standards Board (GASB)
defines an enterprise fund as a fund related to an organization financed and operated in a manner
similar to a private business enterprise where the intent is to recover the costs of providing goods
or services to the general public primarily through user charges. -

The DAA's financial activities are accounted for using the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America
(GAAP) as promulgated by the Governmental Accounting Standards Board. Thus, revenues are
reported in the year earned rather than collected, and expenses are reported in the year incurred

rather than paid.

The DAA is reported similar to a special purpose government engaged in only business-type
activities. As such, its financial statements are presented in accordance with the requirements
established for enterprise funds. Enterprise funds distinguish operating revenues and expenses
from nonoperating items. Operating revenues and expenses generally result from providing
services and producing and delivering goods in connection with an enterprise fund’s principal
ongoing operations. The principal operating revenues of the DAA are revenues related to the
operation of the annual fair and year-round rental of buildings and grounds. Operating expenses
for enterprise funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported
as nonoperating revenues and expenses.

Cash and Cash Equivalents
The DAA’s cash and cash equivalents are separately held in various local banks. The Financial

Accounting Standards Board defines cash equivalents as short-term, highly liquid investments
that are both: (1) readily convertible to known amounts of cash; and (2) so near their maturity
that they present insignificant risk of changes in value because of changes in interest rates. The
cost of all cash equivalents of the DAA approximates fair value.

7
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

The California State Treasury makes available the Local Agency Investment Fund (LAIF)
through which local governments may pool investments. Each governmental entity may invest
up to $50,000,000 in the fund. Investments in the LAIF are highly liquid, as deposits can be
converted to cash within 24 hours without loss of interest. Therefore, the DAA considers all
pooled government funds with the LAIF to be cash equivalents.

In accordance with the Accounting Procedures Manual, the DAA is authorized to deposit funds
in certificates of deposit and interest-bearing accounts. However, Government Code Sections
16521 and 16611 require the bank or savings and loan association to deposit, with the State
Treasurer, securities valued at 110 percent of the uninsured portion of the funds deposited with
the financial institution. Government Code Sections 16520 and 16610 provide that security need
not be required for that portion of any deposit insured under any law of the United States, such as

FDIC and FSLIC.

Inventories
Inventories, if any, consist primarily of souvenir items sold during fair time and are stated at

cost.

Receivables
Receivables include amounts due from customers as well as amounts due from interest and other

receivables. An allowance for doubtful accounts is made annually.

Prepaid Expenses
Certain payments to vendors reflect costs applicable to future accounting periods and are

recorded as prepaid expenses.

Capital Assets
Construction-in-progress, land, buildings and improvements, and equipment are acquired with

operating funds, contributions, and funds allocated by the State. Any acquired assets, if greater
than $5,000 and have a useful life of one or more years, are recorded at cost less accumulated
depreciation. Depreciation is computed using the straight-line method over the estimated useful

lives of the asset. Buildings and improvements are depreciated over 5 to 30 years and purchases .

of equipment are depreciated over five years. Capitalized infrastructure assets, such as drainage
systems and paving, may be depreciated over 20 to 40 years. Costs of repairs and maintenance
are expensed as incurred by the DAA. Interest cost on borrowed funds during the period of
construction of capital assets is capitalized as a component of the cost of acquiring those assets,
net of related interest income in the case of tax-exempt debt. Furthermore, donated building
improvements, and equipment are recorded at their fair market value at the date of the gift. This
recorded basis is depreciated over the useful lives identified above. The cost of projects that have
not been placed in service are recorded as construction-in-progress and no depreciation 18
recorded until the project is completed and the asset is placed in service.

The Fair periodically evaluates whether events or circumstances have occurred that may have
resulted in an impairment of its capital assets. No such impairment occurred in the year ended

December 31, 2018.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will
not be recognized as an outflow of resources (expenses) until then. The DAA has deferred
pension outflows as describe further in Note 6.
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and will not
be recognized as an inflow of resources (revenue) until that time. The DAA has deferred pension
inflows as describe further in Note 6.

Pensions
For purposes of measuring the net pension liability and deferred outflows/inflows of resources

related to pensions, and pension expense, information about the fiduciary net position of 14%
District Agricultural Association District’s California Public Employees’ Retirement System
(CalPERS) plans (Plans) and additions to/deductions from the Plans’ fiduciary net position have
been determined on the same basis as they are reported-by CalPERS finance office. For this
purpose, benefit payments (including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms. Investments are reported at fair value. See
Note 6 for the CalPERS Plan disclosures. GASB 68 requires that the reported results must
pertain to liability and asset information within certain defined timeframes. For this report, the

following timeframes are used:

Valuation Date (VD) | June 30, 2017

Measurement Date (MD) June 30, 2018

Measurement Period (MP) June 30, 2017 to June 30, 2018
Compensated Absences

Compensated absences are absences for which permanent employees will be paid, such as
vacation and sick leave. The compensated absences liability is calculated based on the pay rates
in effect at the balance sheet date.

Net Position ‘
Net position comprises various net earnings from operating income, nonoperating revenues and
expenses, and capital contributions. Net position is classified into the following three

components:

Net investment in capital assets, net of related debt - consists of capital assets, net of
accumulated depreciation, and reduced by the outstanding balances of any bonds,
mortgages, notes, or other borrowings that are attributable to the acquisition, construction or
improvement of those assets. The DAA has no debt attribute to capital assets.

Restricted net position - consists of constraints imposed by creditors (such as through debt
covenants), grantors, contributors, or laws or regulations of other governments or constraints
imposed by law through constitutional provisions or enabling legislation.

Unrestricted net position - consists of net assets that do not meet the definition of restricted
net position or net investment in capital assets.

Revenue Recognition
The DAA generally recognizes revenues when events take place, and when goods and services

are provided.
Food and beverage revenue are recognized at the time of sale.

Concessions and fair revenue consist of space rentals at the fair and ticket sales. Revenue from
space rentals is recognized when earned and revenue from ticket sales is recognized when they
are available to be used.
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

Facility rentals revenue consists primarily of buildings and grounds rentals for the various events
presented at the Santa Cruz Fairgrounds. Revenue is recognized over the term of the rental

contract.

Sponsorship and contribution revenue consist of sponsorship contracts and contributions for
various events at the fairgrounds. Sponsorship revenue is recognized over the term of the
sponsorship agreement. Contribution revenue consists of unrestricted contributions.

Income Taxes
The DAA is a state agency and, therefore, is exempt from paying taxes on its income.

Use of Estimates

The preparation of 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 reported amounts of assets and liabilities, and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenue and expenses during the reporting period. Actual results could differ from those

estimates.

Restricted and Unrestricted Net Position
When both restricted and unrestricted net position are available for use, it is the DAA’s policy to
use restricted net position first, then unrestricted net position as they are needed.

New Accounting Pronouncements
The District applies all applicable GASB pronouncements for certain accounting and financial

reporting guidance.

¢ GASB Statement No. 75 - In June 2015, GASB issued Statement No. 75, Accounting and
Financial Reporting for Postemployment Benefits Other Than Pensions. Statement 75
establishes new accounting and financial reporting requirements for governments whose
employees are provided with OPEB, as well as for certain non-employer govemnments
that have a legal obligation to provide financial support for OPEB provided to the
employees of other entities. The provisions in Statement 75 were effective for fiscal years
beginning after June 15, 2017. The DAA is still evaluating the effects of this statement.
See Note 7 to the financial statements.

The DAA implemented the following statements for the year ended December 31, 2018:

¢ GASB Statement No. 82 - In April 2016, GASB issued Statement No. 82, Pension Issues
- an amendment of GASB Statements No. 67, No. 68, and No. 73, effective for reporting
periods beginning after June 15, 2016. Except for the requirements of paragraph 7 in a
circumstance in which an employer’s pension liability is measured as of a date other than
the employer’s most recent fiscal year-end. In that circumstance, the requirements of
paragraph 7 are effective for that employer in the first reporting period in which the
measurement date of the pension liability is on or after June 15, 2017. This statement has
no financial effect on these financial statements.

¢ GASB Statement No. 85 - In March 2017, GASB issued Statement No. 85, Omnibus

2017. The objective of this Statement is to address practice issues that have been
identified during implementation and application of certain GASB Statements. This
Statement addresses a variety of topics including issues related to blending component
units, goodwill, fair value measurement and application, and postemployment benefits
(pensions and other postemployment benefits, OPEB). The provisions of this Statement

10
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

were effective for periods beginning after June 15, 2017. This statement has no financial
effect on these financial statements.

¢ GASB Statement No. 86 - In May 2017, GASB issued Statement No. 86, Certain Debt
Extinguishment Issues. The primary objective of this Statement is to improve consistency
in accounting and financial reporting for in-substance defeasance of debt by providing
guidance for transactions in which cash and other monetary assets acquired with only
existing resources—resources other than the proceeds of refunding debt—are.placed in
an irrevocable trust for the sole purpose of extinguishing debt. This Statement also
improves accounting and financial reporting for prepaid insurance on debt that is
extinguished and notes to financial statements for debt that is defeased in substance. The
requirements of this Statement are effective for reporting periods beginning after June 15,
2017. This statement has no financial effect on these financial statements.

Pending Accounting Pronouncements
GASB has issued the following statements which may impact the DAA’s financial reporting

requirements in the future:

¢ GASB Statement No. 83 - In November 2016, GASB issued Statement No. 83, Certain
Asset Retirement Obligations. This Statement addresses accounting and financial
reporting for certain asset retirement obligations (AROs). An ARO is a legally
enforceable liability associated with the retirement of a tangible capital asset. A
government that has legal obligations to perform future asset retirement activities related
to its tangible capital assets should recognize a liability based on the guidance in this
Statement. The requirements of this Statement are effective for reporting periods
beginning after June 15, 2018. The DAA has not determined the effect of the statement.

¢ GASB Statement No. 84 - In January 2017, GASB issued Statement No. 84, Fiduciary
Activities. The objective of this Statement is to improve guidance regarding the
identification of fiduciary activities for accounting and financial reporting purposes and
how those activities should be reported. The requirements of this Statement are effective
for reporting periods beginning after December 15, 2018. The DAA has not determined
the effect of the statement.

¢ GASB Statement No. 87 - In June 2017, 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 are effective for reporting periods beginning after December 15, 2019. The
DAA expects this statement will not have a material effect on the financial statements.

¢ GASB Statement No. 88 - In April 2018, GASB issued Statement No. 88, Certain
Disclosures Related to Debt, Including Direct Borrowings and Direct Placements. The
primary objective of this Statement is to improve the information that is disclosed in
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

notes to government financial statements related to debt, including direct borrowings and
direct placements. It also clarifies which liabilities governments should include when
disclosing information related to debt. The requirements of this Statement are effective
for reporting periods beginning after June 15, 2018. The DAA has not determined the

effect of the statement.

Comparative Prior Year Financial Information

Selected information regarding the prior year has been included in the accompanying financial
statements and notes to the basic financial statements. This information has been included for
comparison purposes only and does not represent a complete presentation in accordance with
generally accepted accounting principles. Accordingly, such information should be read in
conjunction with the DAA’s 2017 reviewed financial statements, from which this selected

financial data was derived.

Reclassifications
Certain amounts in the prior year’s financial statements have been reclassified to conform to the

current year’s financial statement presentation.

Cash and Cash Equivalents

At December 31, 2018, the DAA has the following cash and investments (all of which are

considered Cash Equivalents):
Fair Value Carrying Value

Petty cash ' $ 301§ 301
Bank checking accounts 281,879 281,879
Bank savings accounts ' 100,681 100,681
Local govefnment investment pool : 19 19
Total cash and cash equivalents § 382,880 § 382,880

Cash in Bank - Custodial Credit Risk - Deposits

All of the bank balances at year end were covered by the Federal Depository Insurance
Corporation (FDIC) or the collateralized. Custodial credit risk of deposits is the risk that, in the
event of the failure of a depository financial institution, a government will not be able to recover
its deposits or will not be able to recover collateral securities that are in the possession of an
outside party. The California Government Code and the DAA's investment policy do not contain
legal or policy requirements that would limit the exposure to custodial credit risk for deposits,
other than the following provisions for deposits: The California Government Code requires that a
financial institution secure deposits made by state or local governmental units by pledging
securities in an undivided collateral pool held by a depository regulated under state law (unless
so waived by the governmental unit). The market value of the pledged securities in the collateral
pool must equal 110 percent of the total amount deposited by the public agencies. California law
also allows financial institutions to secure DAA deposits by pledging first trust deed mortgage
notes having a value of 150 percent of the secured public deposits. The collateral for deposits in
federal and state-chartered banks is held in safekeeping by an authorized Agent of Depository
recognized by the State of California Department of Banking. These securities are physically
held in an undivided pool for all California public agency depositors. Under Government Code
Section 53655, the placement of securities by a bank with an "Agent of Depository" has the
effect of perfecting the security interest in the name of the local governmental agency.
Accordingly, all collateral held by California Agents of Depository are considered to be held for,
and in the name of, the local governmental agency.

12
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018 .

The bank balance differs from the book balance because of deposits in transit and outstanding
checks. At December 31, 2018, the DAA’s balances in banks and on the books are as follows:

Bank Balance Book Balance
$ 482,520 $ 382,560

Local Agency Investment Fund (LAIF)

The State of California Local Agency Investment Fund (LAIF) is an external investment pool.
The investment pool does not have a credit rating. LAIF operates in accordance with appropriate
state laws and regulations. The share value of the DAA’s investment in LATF is $19 at December
31, 2018. The average life of the LAIF portfolio was 192 days at December 31, 2018. Under
LAIF’s investment policy, the DAA can withdraw all its funds with 24-hour notice.

Investment Policy
Under the provisions of the DAA’s investment policy, and in accordance with Section 53601 of

the California Government Code, the DAA may invest in the following types of investments:

e Securities of the U.S. Government or its agencies.

e Certificate of Deposit (or Time Deposits placed with commercial banks and or/savings and
loan companies). ' .

e State of California Local Agency Investment Fund (State Pool) Deposits.

o Interest bearing demand accounts with commercial banks and/or savings and loan companies.

Concentration of Credit Risk
Concentration of credit risk is the risk of loss attributed to the magnitude of an investment in a

single issuer. To address credit risk, the DAA invests its funds in accordance with state statutes
and the DAA’s investment policy. The criteria for selecting investments are, in order of priority;
(1) safety — consideration of the potential loss of principal or interest, (2) liquidity — the ability to
have funds available at any moment in time with a minimal potential loss, and (3) yield — the
optimum rate of return while preserving capital. The DAA’s investments are held in banks. The
DAA believes that there is minimal custodial credit risk with their investments at this time. DAA
management monitors the entities which hold the investments.

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 changes in market interest rates. All of the DAA’s cash and

investments have maturities of 3 months or less.

Credit Risk
Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the DAA and

that the DAA will not be able to recover the value of its investments or collateral securities.
Credit risk is mitigated by investing only in U.S. Treasury Obligations, Federal Agency
securities and in other high-quality investments, and by diversifying the portfolio so that the
failure of any issuer would not unduly harm the DAA’s cash flow. The DAA diversifies its

investments by security type and institution.

As of December 31, 2018, the DAA’s investments with the Local Agency Investment Fund was
not categorized as to custodial credit risk.

The following table provides the credit ratings for the DAA’s cash and investments as of
December 31, 2018:
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14TH DISTRICT AGRICULTURAL ASSOCIATION , 6
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

Fair Value S&P Moody's
Deposits '
Rabobank $ 281,879 AA-/Stable/A-1+ Aa3/Stable/P-1
Santa Cruz County Bank 100,681 NR NR
Investments
Local Agency Investment Fund 19 NR NR
Total | $ 382,579

Disclosures Related to Fair Value Measurement

The DAA measures and records its investments using fair value measurement guidelines
established by generally accepted accounting principles. These guidelines recognize a three-
tiered fair value hierarchy as follows:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the DAA has the ability to access at the measurement date.

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable
for the assets or liability, either directly or indirectly.

Level 3 inputs are unobservable inputs for the asset or liability.

At December 31, 2018, the DAA had no leveled investments. Deposits and withdrawals in
governmental investment pools, such as LAIF, are made on the basis of $1 and not fair value.
Accordingly, the DAA’s measured fair value of its proportionate share in these types of
investments is based on uncategorized inputs not defined as a Level 1, Level 2, or Level 3 input.

Receivables, net

Accounts receivable at December 31, 2018 consists of the following:

Accounts receivable $ 54,824
Less allowance for doubtful accounts (23,122)

Accounts receivable, net $ 31,702
Capital Assets, net

The changes in capital assets of the DAA for the year ended December 31, 2018 are summarized
as follows:

Reviewed Decreases/
2017 Increases Transfers 2018
Nondepreciable assets
Land b 8,500 § - § - % 8,500
Construction in progress 5,698 35,822 (5,698) 35,822
Total nondepreciable assets 14,198 35,822 (5,698) 44,322
Depreciable assets
Buildings and improvements 4,842,407 411,932 5,698 5,260,037
Equipment 294,652 - - 294,652
Total depreciable assets 5,137,059 411,932 5,698 5,554,689
Less accumulated depreciation (3,171,902) (139,654) - (3,311,556)
Total depreciable assets, net 1,965,157 272,278 5,698 2,243,133
Total capital assets, net $ 1,979,355 $ 308,100 § - $ 2,287,455
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

Lines of Credit

The DAA has an approved line of credit with Santa Cruz County Bank in a receivable amount of
$150,000. The line of credit is secured by inventory, chattel paper, accounts, equipment, and
general intangibles. The balance due on the line of credit was $0 as of December 31, 2018. The
outstanding principal balance shall bear an interest rate of 2.250 percentage points above the
prime rate posted in the Wall Street Journal on December 31, 2018. This is a variable interest
note with interest computed on a 365/365 simple interest basis. The line of credit was due on
August 1, 2018 and was renewed.

The DAA opened a line of credit with Rabobank in the amount of $30,000 during the year ended
December 31, 2015. The line of credit is secured by inventory, chattel paper, accounts,
equipment, and general intangibles. The balance due on the line of credit was $0 as of December
31, 2018. The outstanding principal balance shall bear an interest rate of 2.250 percentage points
above the prime rate posted in the Wall Street Journal. The line of credit was due on September

16,2018 and was renewed.
Retirement Plans

A. General Information about the Pension Plan

Plan Description - Employees of the DAA are considered to be employees of the State, and as
such, participate in the State's retirement plans, as described below. Since the employees are
State employees, information particular to DAA's pension liabilities is not separately calculated.
Permanent employees of the DAA are eligible to participate in the State Miscellaneous Plan, an
Agent Multiple-Employer Defined Benefit Plan. The DAA is pooled with the other District
Agricultural Association’s with this plan.

Contributions and Funding Policy - The retirement contributions made by the DAA and its
employees are actuarially determined. Contributions plus earnings of the Retirement System will
provide the necessary funds to pay retirement costs when accrued. The DAA's share of
retirement contributions is included in the cost of administration. For further information, please
refer to the annual single audit of the State of California. Retirement benefits fully vest after five
years of credited service for Tier I employees. Retirement benefits fully vest after ten years of
credited service for Tier II employees. Upon separation from State employment, members'
accumulated contributions are refundable with interest credited through the date of separation.
The DAA, however, does not accrue the liability associated with vested benefits.

The Alternate Retirement Program (ARP) is a retirement savings program that certain employees
hired on or after August 11, 2004 are automatically enrolled in for their first two years of
employment with the State of California. ARP is administered by the Savings Plus Program with
- the Department of Personnel Administration and invests funds in a fixed-income fund. ARP
provides two years of retirement savings (five percent of paycheck amount each month) in lieu
of two years of service credit. At the end of the two-year period, the deductions are placed in Cal
PERS and the retirement service credit begins.

Temporary, 119-day, employees of the DAA participate in the Part-Time, Seasonal, Temporary
(PST) Retirement Plan. The PST Retirement Plan is a mandatory deferred compensation plan
under which 7.5% of the employee's gross salary is deducted before taxes are calculated. These
pre-tax dollars are placed in a guaranteed savings program. The employee has the option of
leaving these funds on deposit upon separation or requesting a refund.
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

Benefit Provided - CalPERS provides service retirement and disability benefits, annual cost of
living adjustments and death benefits to plan members, who must be public employees and
beneficiaries. Benefits are based on years of credited service, equal to one year of full-time

employments.
The DAA’s Plan provisions and benefits in effect on December 31, 2018, are summarized as
follows:

State Miscellaneous

Classic PEPRA

Hire date Prior to On or after
_ January 1,2013  January 1, 2013

Benefit formula 2.5% @ 55 2.0% @ 62
Benefit vesting schedule 5 years of service 5 years of service
Retirement age 55 62
Monthly benefits, as a % of eligible compensation 2.50% 2.00%
Required employee contribution rates 8.00% 8.00%
Required employer contribution rates 24.28% 25.15%

On January 1, 2013, the Public Employees’ Pension Reform Act of 2013 (PEPRA) took effect.
In addition to creating new retirement formulas for new hired members, PEPRA also effectively

closed all existing active pools to new employees.

Contributions Description - Section 20814(c) of the California Public Employees’ Retirement
Law (PERL) requires that the employer contribution rates for all public employers be determined
on an annual basis by the actuary and shall be effective on the July 1st following notice of a
change in the rate. The total plan contributions are determined through the CalPERS annual
actuarial valuation process. The actuarially determined rate is the estimated amount necessary to
finance the costs of benefits earned by employees during the year, with an additional amount to
finance any unfunded accrued liability. The DAA is required to contribute the difference
between the actuarially determined rate and the contribution rate of employees. These rates
reflect Section 20683.2, which mandates that certain employees must contribute more as of July
1, 2013. Furthermore, any reduction in employer contributions due to the increase in the
employee contributions must be paid by the employer toward the unfunded liability.

For the year ended December 31, 2018 the DAA’s contribution to the State Miscellaneous Plan

was $81,342.

B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources
Related to Pensions

As of December 31, 2018, the DAA reported net pension liabilities of $721,733 for its
proportionate share of the net pension liability.

The DAA’s net pension liability is measured as the proportionate share of the total net pension
liability. The net pension liability is measured as of June 30, 2018, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of June 30,
2017 rolled forward to June 30, 2018 using standard update procedures. The DAA’s proportion
of the net pension liability was based on a projection of the DAA’s long-term share of
contributions to the pension plans relative to the projected contributions for all participating

employers, actuarially determined.
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

The DAA’s proportionate share of the net pension liability as of December 31, 2018 and 2017
was as follows:

Percentage Share of Risk Pool Change:
12/31/2018 12/31/2017 Increase (Decrease)
Measurement date 6/30/2018 6/30/2017
Percentage of Miscellaneous Pool 0.0022974% 0.0021158% 0.0001816%
Percentage of DAA's Pool 0.8225697% 0.7750000% 0.0475697%

For the year ended December 31, 2018, the DAA recognized pension expense of $206,029. At
December 31, 2018, the DAA reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources

Differences between expected and actual experience $ 7,743 $ 5,028
Changes of Assumptions - 65,104 23,929
Net difference between projected and actual

earnings on pension plan investments 7,456 -
Change in employer proportion 111,316 -
Difference between the employer's contribution and

the employer's proportionate share of contributions - -
Pension contributions subsequent to measurement date 42,679 -

Total $ 234298  $ 28,957

The deferred outflows of resources to contributions of $42,679 were subsequent to the
measurement date and will be recognized as a reduction of the net pension liability in the year
ending December 31, 2019.

Other amounts reported as deferred outflows of resources and deferred inflow of resources
related to pensions will be recognized as pension expense as follows:

Measurement Deferred Outflows
Period (Inflows)

Ended June 30 of Resources
2019 $ 104,382
2020 69,240
2021 (7,632)
2022 (3,328)
Total $ 162,662

Actuarial Methods and Assumptions used to determine Total Pension Liability - For the
measurement period ended June 30, 2018 (the measurement date), the total pension liability was
determined by rolling forward the June 30, 2017 total pension liability determined in the June 30,
2017 actuarial accounting valuation. The June 30, 2018 total pension liability was based on the
following actuarial methods and assumptions:
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

Actuarial Cost Method Entry Age Normal in accordance with the requirements
of GASB Statement No. 68
Actuarial Assumptions
Discount Rate 7.15%
Inflation 2.50%
Salary Increases Varies by Entry Age and Service
Investment rate of return 7.375% net of pension plan investment expense,
includes inflation
Mortality Rate Table* Derived using CalPERS's Membership Data for all Funds
Post Retirement Benefits Contract COLA up to 2.00% until Purchasing Power
adjustments (COLAs) Protection Allowance floor on Purchasing Power

applies, 2.50% thereafter

*The Mortality table used was developed based on CalPERS’s specific data. The table includes
15 years of mortality improvements using the Society of Actuaries Scale. For more details on
this table, please refer to the December 2017 experience study report (based on CalPERS
demographic data from 1997 to 2015) available online at https://www.calpers.ca.gov/docs/forms-
publications/calpers-experience-study-2017.pdf.

Change of Assumption — GASB 68, paragraph 68 states that the long-term expected rate of
return should be determined net of pension plan investment expense, without reduction for
pension plan administrative expense. There was no change in assumptions from the prior year.

Discount Rate - The discount rate used to measure the total pension liability was 7.15%. The
projection of cash flows used to determine the discount rate assumed that contributions from plan
members will be made at the current member contribution rates and that contributions from
employers will be made at statutorily required rates, actuarially determined. Based on those
assumptions, the Plan’s fiduciary net position was projected to be available to make all projected
future benefit payments of current plan members. Therefore, the long-term expected rate of
return on plan investments was applied to all periods of projected benefit payments to determine
the total pension liability.

The expected real rates of return by asset class can be found in CalPERS’ Comprehensive
Annual Financial Report (CAFR) for the fiscal year ended June 30, 2018.

Amortization of Deferred Qutflows and Deferred Inflows of Resources — Net Difference
Between Projected and Actual Earnings on Pension Plan Investments is amortized over a five-
year period on a straight-line basis. One-fifth is recognized in pension expense during the
measurement period, and the remaining Net Difference Between Projected and Actual
Investment Earning on Pension Plan Investments is amortized over the remaining amortization
periods. Net Difference Between Projected and Actual Investment Earning on Pension Plan
Investments in the Schedule of Collective Pension Amounts represents the unamortized balance
relating to the current measurement period and the prior measurement periods on a net basis.

Deferred Outflows of Resources and Deferred Inflows of Resources relating to Differences
Between Expected and Actual Experience and Changes of Assumptions are amortized over the
Expected Average Remaining Service Lifetime (EARSL) of members provided with pensions
through the Plan determined as of the beginning of the related measurement period. The EARSL
for PERF C for the June 30, 2018 measurement date is 4.1 years, which was obtained by dividing
the total service years of 1,897,934 (the sum of remaining service lifetimes of all active
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

employees) by 458,005 (the total number of participants: active, inactive, and retired) in PERF
C. Inactive employees and retirees have remaining service lifetimes equal to 0. Total future
service is based on the members’ probability of decrementing due to an event other than
receiving a cash refund.

Long-term Expected Rate of Return - The long-term expected rate of return on pension plan
mnvestments was determined using a building-block method in which expected future real rates of
return (expected returns, net of pension plan investment expense and inflation) are developed for
each major asset class. :

In determining the long-term expected rate of return, CalPERS took into account both short-term
and long-term market return expectations as well as the expected pension fund cash flows. Using
historical returns of all of the funds’ asset classes, expected compound (geometric) returns were
calculated over the short-term (first 10 years) and the long-term (11+ years) using a building-
block approach. Using the expected nominal returns for both short-term and long-term, the
present value of benefits was calculated for each fund. The expected rate of return was set by
calculating the rounded single equivalent expected return that arrived at the same present value
of benefits for cash flows as the one calculated using both short-term and long-term returns. The
expected rate of return was then set equal to the single equivalent rate calculated above and
adjusted to account for assumed administrative expenses. '

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate - The following presents the proportionate share of the net pension liability of the DAA’s
Plan as of the Measurement Date June 30, 2018, calculated using the discount rate of 7.15
percent, as well as what the net pension liability would be if it were calculated using a discount
rate that is 1 percentage-point lower (6.15 percent) or 1 percentage-point higher (8.15 percent)
than the current rate:

Discount Rate Current Discount Discount Rate
- 1% (6.15%) Rate (7.15%) +1% (8.15%)
Plan's Net Pension Liability $ 1,034,691 $ 721,733  § 459,468

Pension Plan Fiduciary Net Positions - Detailed information about each plan’s fiduciary net
position is available in the separately issued CalPERS financial reports.

Subsequent Events - There were no subsequent events that would materially affect the results
presented in this disclosure.

Other Post Retirement Benefits

GASB No. 75 requires the DAA to disclose information about its post-employment benefits
other than pension plans (OPEB). The District has not obtained an actuarial study in accordance
with the requirements of GASB No. 75. Therefore, accrued actuarial liability and related
expenses have not been determined and recorded in the governmental activities on these
financial statements, which is a departure from accounting principles generally accepted in the
United State of America.

Santa Cruz County Fairgrounds Foundation

The Santa Cruz County Fairgrounds Foundation (Foundation) is a California Corporation exempt
from tax under IRC Section 501(c)(3). As such, the Foundation is eligible to receive tax
deductible contributions to be used for public relations activities and capital improvements on
behalf of the Santa Cruz County Fair Grounds.
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

The Foundation is an affiliate of the DAA. The DAA has no ownership or voting interest in the
Foundation. The activities of the Foundation are not included in the financial statement of the

DAA.

During the year ended December 31, 2018 the DAA received $426,249 of contributions from the
Foundation. In addition, DAA receives free use of vehicles from the Foundation. The value of
the free use of these vehicles in not included in the financial statements of the DAA.

Subsequent Events

Date of Management Review
Events occurring after December 31, 2018 have been evaluated by Management for possible
adjustment to the financial statements or disclosure through November 5, 2020, the date which

these financial statements were available to be issued.

CoOVID-19 :
In December 2019, an outbreak of a novel strain of coronavirus (COVID-19) originated in

Wuhan, China and has since spread to other countries, including the U.S. On March 11, 2020,
the World Health Organization charactetized COVID-19 as a pandemic. In addition, several
states in the U.S., including California, where we are headquartered, have declared a state of

emergency.

The DAA’s operations have been substantially impacted by California’s shelter in place orders.
Many types of events had to be cancelled or rescheduled for future dates. The annual fair, which
represents approximately 60% of our annual gross revenues and 90% of our annual profits, had

to be cancelled.

Assembly Bill 1499 required that an amount equal to three quarters of 1% of Sales Tax be
distributed to the network of California Fairs via the California Department of Food and
Agriculture (CDFA). On March 4, 2020, Governor Newsom issued Executive Order N -40-20,
which included changes to the requirements for AB 1499 funds during the COVID-19
emergency, making funds available to be distributed by the CDFA to the California fair industry,
the DAA’s share will be approximately $200,000 in calendar year 2020.

The Revenue Protection Program, administered by California Fair Services Authority (CFSA), is
designed to reimburse participating fairs for certain revenue interruption losses. Protection can
be purchased for annual fairs as well as interim events and extra expenses resulting from covered
occurrence. Since almost all of California’s fairs were cancelled the revenue protection pool will
distribute 100% of its reserves — our share being $108,000. Cash flow projection estimates from
these funding sources, current cash reserves, revenues we generate from outdoor activities and
RV Site rentals should keep the fairgrounds open for business until the fall of 2021.

At this time, the DAA’s management cannot predict the ultimate impact of the COVID-19
pandemic, but management continues to monitor the situation, to assess further possible
implications to events and operations, and to take actions in an effort to mitigate adverse
consequences. The ultimate future effect of COVID-19 on the DAA is unknown currently.
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State of California, Department of Food and Agriculture
AGREEMENT
GAU-03 (Rev.8/2020)

GRANT AGREEMENT

SIGNATURE PAGE

s/

AGREEMENT NUMBER

20-0556-000-SG

1. ) This Agreement is entered into between the State Agency and the Recipient named below:

STATE AGENCY'S NAME

CALIFORNIA DEPARTMENT OF FOOD AND AGRICULTURE (CDFA)

RECIPIENT'S NAME

14TH DISTRICT AGRICULTURAL ASSOCIATION SANTA CRUZ COUNTY FAIR

2. The Agreement Term is: October 1, 2020 through December 31, 2021

3.  The maximum amount of this Agreement is: $40,020.00

4.  The parties agree to comply with the terms and conditions of the following exhibits and attachments which are by this

reference made a part of the Agreement:

Exhibit A: Recipient and Project Information
Exhibit B: General Terms and Conditions

Exhibit C: Payment and Budget Provisions
Attachments: Scope of Work and Budget

N WITNESS WHEREOF, this Agreement has been executed by the parties hereto.
RECIPIENT

1 Page

3 Page(s)

1 Page

RECIPIENT'S NAME (Organization’s Name)
4TH DISTRICT AGRICULTURAL ASSOCIATION SANTA CRUZ COUNTY FAIR

'Y (Authorized Signature) ' DATE SIGNED (Do not type)
=

RINTED NAME AND TITLE OF PERSON SIGNING

DDRESS
601 East Lake Avenue, Watsonville, CA 95076

STATE OF CALIFORNIA

SENCY NAME

ALIFORNIA DEPARTMENT OF FOOD AND AGRICULTURE (CDFA)
( (Authorized Signature) DATE SIGNED (Do not type)
]

INTED NAME AND TITLE OF PERSON SIGNING
RYSTAL MYERS, BRANCH CHIEF, OFFICE OF GRANTS ADMINISTRATION

)DRESS

20 N STREET, ROOM 120
\CRAMENTO, CA 95814

NM




EXHIBIT A
RECIPIENT AND PROJECT INFORMATION

1. CDFA hereby awards an Agreement to the Recipient for the project described herein:
Distribution of funds allocated to District Agricultural Associations (DAAs) on an annual basis for local fair assistance and

operational purposes.
Project Title: 20/21 Fiscal Year Base Allocation

2. The Managers for this Agreement are:

FOR CDFA: - | FOR RECIPIENT:

Name: Sarah Pelle Name: ~ Dave Kegebein

Division/Branch:  Marketing / Fairs and Expositions Organization:  14TH DISTRICT AGRICULTURAL
ASSOCIATION SANTA CRUZ COUNTY
FAIR

Address: 1220 N Street Address: 2601 East Lake Avenue

City/State/Zip: Sacramento, CA 95814 City/State/Zip:  Watsonville, CA 95076

Phone: 916—900-5368_ Phone: ' 831-724-5671

Email Address: sarah.pelle@cdfa.ca.gov Email dave@bestberrys.com

Address:

3. The Grant Administrative Contacts for this Agreement are:

FOR CDFA: FOR RECIPIENT:

Name: Mike Francesconi Name:

Division/Branch:  Marketing / Fairs and Expositions Organization:

Address: 1220 N Street Address:

City/State/Zip: Sacramento, CA 95814 | City/State/Zip:

Phone: 916-900-5365 Phone:

Email Address: Mike.francesconi@cdfa.ca.gov Email Address:

FISCAL CONTACT FOR RECIPIENT
(if different from above):
Name: '

Organ_ization:
Address:
City/State/Zip:
Phone:

Email Address:

RECIPIENT: Please check appropriate box below:

Research and Development (R&D) means all research activities, both basic and applied, and all development activities
that are performed by non-Federal entities. The term research also includes activities involving the training of individuals
in research techniques where such activities utilize the same facilities as other R&D activities and where such activities

are not included in the instruction function.

This award [ | does [X] does not support R&D.

For a detailed description of activities to be performed and duties, see Scope of Work and Budget.
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EXHIBIT B
GENERAL TERMS AND CONDITIONS

1. Approval

This Agreement is of no force or effect until signed by both parties. The Recipient may not invoice for activities performed
prior to the commencement date or completed after the termination date of this Agreement.

2. Assignmént

This Agreement is not assignable by the Recipient, either in whole or in part, without the consent of CDFA Agreement
Manager or designee in the form of a formal written amendment.

. Governing Law
This Agreement is governed by and 'will be interpreted in accordance with all applicable State and Federal laws.

State and Federal Law
It is the responsibility of the Recipient to know and understand which state, federal, and local laws regulations, and

ordinances are applicable to this Agreement and Project. Recipient shall be responsible for observing and complying
with all applicable state and federal laws and regulations, and failure to comply may constitute a material breach.

Recipient Commitments
The Recipient accepts and agrees to comply with all terms, provisions, conditions and commitments of the Agreement,

including all incorporated documents, and to fulfill all assurances, declarations, representations, and statements made
by the Recipient in the application, documents, amendments, and communications in support of its request for funding.

Performance and Assurances
The Recipient agrees to faithfully and expeditiously perform or cause to be performed all Project work as described in the

Scope of Work, and to apply grant funds received only to allowable Project costs in accordance with applicable provisions
of the law and Grant Procedures Manual, if applicable.

Mutual Liability .
Each party hereto agrees to be responsible and assume mutual and proportional liability for its own wrongful or negligent

acts of omissions, or those of its officers, agents or employees to the full extent required by law.

Unenforceable Provision
In the event that any provision of this Agreement is unenforceable or held to be unenforceable, then the parties agree

that all other provisions of this Agreement have force and effect and will not be affected thereby.

Contractors/Consultants

The Recipient, and the agents and employees of Recipient, in the performance of this Agreement, are not officers,
‘employees, or agents of the CDFA. The Recipient's obligation to pay its Contractors/Consultants is an independent
obligation from the CDFA's obligation to make payments to the Recipient. Recipient agrees to comply with all applicable
State and local laws and regulations during the term of this Agreement. All Contractors/Consultants shall have the proper
licenses/certificates required in their respective disciplines. The Contractors/Consultants shall not affect the Recipient's
overall responsibility for the management of the project, and the Recipient shall reserve sufficient rights and control to

enable it to fulfill its responsibilities under this Agreement,

Non-Discrimination Clause

During the performance of this Agreement, Recipient and its Contractors will not unlawfully discriminate, harass, or allow
harassment against any employee or applicant for employment because of sex, sexual orientation, race, color, ancestry,
religious creed, national origin, physical or mental disability, medical condition, age, marital status, and denial family care

leave.

The Recipient and Contractors will ensure that the evaluation and treatment of their employees and applicants for
employment are free from such discrimination and harassment. Recipient and Contractors will comply with the provisions
of the Fair Employment and Housing Act (Government Code Section 12990 ef seq.) and the applicable regulations
promulgated there under (California Code of Regulations, Title 2, Section 7285 et seq.). The applicable regulations of
the Fair Employment and Housing Commission implementing Government Code Section 12990 (a-f), set forth in
Chapter 5 of Division 4 of Title 2 of the California Code of Regulations, are incorporated into this Agreement by reference

and made a part hereof as if set forth in full. Recipient and it,s,_Co,ntractors,wiH,give,,written,notioe,ofwtheirfobligatiens under——--— -

this clause to labor organizations with which they have a collective bargaining unit or other Agreement. The Recipient
must include the nondiscrimination and compliance provisions of this clause in all subcontracts to perform work under

this Agreement.



1.

12,

13.

14.

15.

16.

17.

Excise Tax :
The State of California is exempt from Federal excise taxes and no payment will be made for any taxes levied on

employees' wages. The CDFA will pay for any applicable State of California or local sales or-use taxes on the services
rendered or equipment or parts supplied pursuant to this Agreement. California may pay any applicable sales and use

tax imposed by another State.

Disputes . - : :
The Recipient must continue with the responsibilities under this Agreement during any dispute. In the event of a dispute,

the Recipient must file a "Notice of Dispute” with the CDFA Agreement Manager or designee within ten (10) calendar
days of discovery of the problem. The Notice of Dispute must contain the Agreement number. Within ten (10) calendar
days of receipt of the Notice of Dispute, the CDFA Agreement Manager or designee must meet with the Recipient for the
purpose of resolving the dispute. In the event of a dispute, the language contained within this Agreement prevails.

Right to Terminate
This Agreement may be terminated by either party hereto upon written notice delivered to the other party at least

thirty (30) calendar days prior to the intended date of termination. By such termination, neither party may nullify
obligations already incurred prior to the date of termination. In the event of Termination for Convenience of this
Agreement by CDFA, CDFA must pay all responsible costs and non-cancellable obligations incurred by the Recipient as

of the date of termination.

Termination for Cause
Either party reserve the right to immediately terminate this Agreement for cause subject to written notice. However, each

party will have ten (10) calendar days after receipt of the termination notice to cure the breach. If the breach is not cured
within ten (10) calendar days of receipt of notice, the CDFA shall reimburse the Recipient for all documented costs
incurred up to the date of termination, including all non-cancellable obligations. :

Force Majeure
The Recipient shall not be liable for any failure to perform as required by this Agreement, to the extent such failure to

perform is caused by any of the following: labor disturbances or disputes of any kind, accidents, failures of any required
governmental approval, civil disorders, acts of aggression, acts of God, energy or other conservation measures, failure
of utilities, mechanical breakdowns, materials shortages, disease, pandemics, or similar occurrences.

Suspension of Payments
Reimbursement under this Agreement may be suspended or terminated, or both, and Recipient may be subject to

debarment if CDFA determines that Recipient has breached the terms of this Agreement. A determination of breach may
be appealed in writing and post marked within ten (10) calendar days of the date of notification, and addressed to GDFA,

Legal Hearing and Appeals Office or emailed to CDFA.LegalOffice@cdfa.ca.gov.

California Department of Food and Agriculture
Legal Hearing and Appeals Office

1220 N Street

Sacramento, CA 95814

Breach Provisions
The Recipient may be in material breach under this Agreement if it fails to comply with any term of this Agreement. In

the event of a material breach, CDFA shall provide in writing a Notice of Breach to the Recipient within ten (10) calendar
days upon discovery of breach. Recipient shall have ten (10) calendar days from receipt of the notice to cure the breach.
If the Recipient fails to cure the breach within the time prescribed by this Agreement, CDFA may do any of the following:

A. Suspend payments;

B. Demand repayment of all funding;

C. Terminate the Agreement; or

D. Take any other action deemed necessary to recover costs.

If CDFA determines that Recipient is not in material breach but that a Project is not being implemented in accordance
with the provisions of this Agreement, or that Recipient has failed in any other respect to comply with the provisions of
this Agreement, and if Recipient does not remedy any such failure in a reasonable manner, CDFA may withhold all or
any portion of the grant funding and take any other action that CDFA deems necessary to protect its interests.

Where a portion of the grant funding has been djsbursed to the Recipient and CDFA notifies Recipient of its decision not
to release funds that have been withheld pursuant to Exhibit B, Suspension of Payments Provision, the portion that has
been disbursed shall thereafter be repaid immediately. CDFA may consider Recipient’s refusal to repay the requested
disbursed amount a contract breach subject to the default provisions in Suspension of Payments Provision.
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If CDFA notifies Recipient of its decision to withhold the entire funding amount frdm Recipient pursuant to this paragraph,
this Agreement shall terminate upon receipt of such notice by Recipient and CDFA shall no longer be required to provide
funds under this Agreement and the Agreement shall no longer be binding on either party.

In the event CDFA finds it necessary to enforce this provision of this Agreement in the manner provided by law, Recipient
agrees to pay all costs incurred by CDFA including, but not limited to, reasonable attorneys’ fees, legal expenses, and

costs.

Publicity and Acknowledgement

The Recipient agrees that it will acknowledge CDFA’s support whenever projects funded, in whole or in part, by this
Agreement are publicized in any news media, brochures, publications, audiovisuals, presentations or other types of
promotional material in accordance with the Grant Procedures Manual, if applicable. Recipients may not use the CDFA

logo.

. News Releases/Public Conferences

The Recipient agrees to notify the CDFA in writing at least two (2) business days before any news releases or public
conferences are initiated by the Recipient or its Contractors/Consultants regarding the project described in the
Attachments, Scope of Work and Budget and any project results.

. Scope of Work and Budget Changes

Changes to the Scope of Work, Budget or the Project term, must be requested in writing to CDFA Grant Administrative
Contact no later than thirty (30) days prior to the requested implementation date. Any changes to the Scope of Work and
Budget are subject to CDFA approval and, at its discretion, CDFA may choose to accept or deny any changes. If accepted
and after negotiations are concluded, the agreed upon changes will be made and become part of this Agreement. CDFA
will respond in writing as to whether the proposed changes are accepted.

. Reporting Requirements

The Recipient agrees to comply with all reporting requirements specified in Scope of Work and/or Grant Procedures
Manual, if applicable.

. Equipment

Purchase of equipment not included in the approved Budget requires prior approval. The Recipient must comply with
applicable state requirements regarding the use, maintenance, disposition, and reporting of equipment as contained in
CCR, Title 3, Division 1, Chapter 5, Sections 303, 311, 324.1 and 324.2.

. Closeout

The Agreemenf will be closed out after the completion of the project or project term, receipt and approval of the final
invoice and final report, and resolution of any performance or compliance issues.

. Confidential and Public Records

The Recipient and CDFA understand that each party may come into possession of information and/or data which may
be deemed confidential or proprietary by the person or organization furnishing the information or data. Such information
or data may be subject to disclosure under the California Public Records Act or the Public Contract Code. CDFA has the
sole authority to determine whether the information is exempt from public release. If CDFA deems the data exempt, it
shall maintain such information as confidential and notify the Recipient of any requests for release of the information.

. Property Damage Claims Process

Should a property owner claim damages arising under, related to or involving this Agreement, the Recipient shall forward
the property owner's written request for compensation to the CDFA Agreement Manager. The written request shall be
fully supported by factual information. The Agency Secretary or designee will have thirty (30) calendar days after receipt
of the written request to render a written decision. If a written decision is not rendered within thirty (30) calendar days
after receipt of the request or the property owner disputes the CDFA’s decision, the property owner may file a claim with
the California Department of General Services.

Amendments
Changes to funding amount or Agreement term require an amendment and must be requested in writing to the CDFA

Agreement Manager or designee no later than sixty (60) calendar days prior to the requested implementation date.
Amendments are subject to CDFA approval, and, at its discretion, may choose to accept or deny these changes. No
amendments are possible if the Agreement is expired.

“T1



EXHIBIT C
PAYMENT AND BUDGET PROVISIONS

1. Invoicing and Payment

A. For activities satisfactorily rendered and performed according to the attached Scope of Work and Budget, and upon

receipt and approval of the invoices, CDFA agrees to reimburse the Recipient for actual allowable expenditures
incurred in accordance with the rates specified herein, which is attached hereto and made a part of this Agreement.

Invoices must include the Agreement Number, performance period, type of activities performed in accordance with
this Agreement, and when applicable, a breakdown of the costs of parts and materials, labor charges, and any other
relevant information required to ensure proper invoices are submitted for payment.

Unless stated in the Scope of Work and/or Grant Procedures Manual, if applicable, quarterly invoices must be
submitted to the CDFA Administrative Contact, within thirty (30) calendar days after the end of each quarter in which
actlwtles under this Agreement were performed.

Unless stated in the Scope of Work and/or Grant Procedures Manual, if applicable, a final invoice will be submitted
for payment no more than thirty (30) calendar days following the expiration date of this Agreement, or after project is
complete, whichever comes first. The final invoice must be clearly marked “Final Invoice” thus indicating that all
payment obligations of the CDFA under this Agreement have ceased and that no further payments are due or

outstanding.

2. Allowable Expenses and Fiscal Documentation

A

The Recipient must maintain adequate documentation for expenditures of this Agreement to permit the determination
of the allowability of expenditures reimbursed by CDFA under this Agreement. If CDFA cannot determine if
expenditures are allowable under the terms of this Agreement because records are nonexistent or inadequate
according to Generally Accepted Accounting Principles, CDFA may disallow the expenditures.

Mileage reimbursement for using a privately-owned vehicle will be at the standard mileage rate established by the
United States (U.S.) Internal Revenue Service (IRS) and in effect at the time of travel. The standard mileage rate in
effect at the time of travel can be found on |RS'’s website regardless of funding source/type.

If domestic travel is a reimbursable expense, receipts must be maintained to support the claimed expenditures. The
maximum rates allowable for travel within California are those established by the California Department of Human
Resources (CalHR). The maximum rates allowable for domestic travel outside of California are those established by

the United States General Services Administration (GSA).

If foreign travel is a reimbursable expense, receipts must be maintained to support the claimed expenditures. The
maximum rates allowable are those established in a per diem supplement to Section 925, Department of State

Standardized Regulations.

The Recipient will maintain and have available, upon request by CDFA, all financial records and documentation
pertaining to this Agreement. These records and documentation will be kept for three (3) years after completion of
the Agreement period or until final resolution of any performance/compliance review concerns or litigation claims.

. Prompt Payment Clause

Payment will be made in accordance with, and within the time specified in, California Government Code Title 1,
Division 3.6, Part 3, Chapter 4.5, commencing with Section 927 - The California Prompt Payment Act.

. Budget Contingency Clause

If funding for any fiscal year is reduced or deleted for purposes of this program, the CDFA has the option to either cancel
this Agreement with no liability occurring to the CDFA, oroffer to amend the Agreement to reflect the reduced amount.

iy



California Department of Food and Agriculture
Fairs & Expositions — California Network of Fairs
2020-2021 FY Allocation

Scope of Work

A. Purpose/Authority/Availability of Funds
The California Department of Food and Agriculture (CDFA) has $2.6 million
General Fund dollars for local assistance to Fairs within the Network of Fair's
class sizes I-IV+ for general operational support and $125,000 for professional
development/training services. Funds are available from October 1, 2020 through

December 31, 2021.

The allocation may be used for the following items related to the fair's operations:

e Administration Expenses (i.e., travel, audit, office supplies, training)

e Maintenance & General Operations Expenses (i.e., payroll, training, utilities,

supplies and equipment)

Fair Event Expenses (i.e., advertising, attendance supplies, exhibit supplies)

Premium Expenses (i.e., awards, ribbons, trophies)

Horse Racing Expenses (i.e., supplies)

Satellite Wagering Facility Expenses (i.e., supplies)

Long-Term Debt (payoff/paydown loans)

Payment to state agencies for premiums owed (i.e., auto insurance;

pension/health premiums; Attorney General's Office services)

e Chief Executive Officer (CEO)/staff training and professional development
o A maximum of 4.5% of allocation may be spent on training related

expenses.
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- Responsibilities of Parties

The Fair shall:

1. Submit the below documents to CDFA by June 1, 2021, and comply with the
following: '

a. Approved Board minutes/resolution approving the
request/Agreement for allocation

b. 2019 CDFA Fairs and Expositions (F&E) approved Statement of
Operations (STOP)



¢. 2019 Financial Review or Financial Audit!

d. 2021 Operating Budget with supporting approved Board
minutes/resolution, which shall include a line item for
training/professional development.

e. Be in good standing (either current or under a payment agreement
duly approved by the appropriate entity) on all loans/obligations to
CDFA and all other state entities and Joint Powers Authorities
(JPAS).

f. Abide by California State Rules for California Fairs, ensuring all
youth whom participate in livestock shows have taken an CDFA
approved quality assurance course?.

g. Ifa county fair is operated by a nonprofit, the lease must have been
approved by CDFA. The nonprofit shall comply with the Ralph M.
Brown Act (California Government Code section 54950 et seq.) and
Public Records Act (California Government Code section 6250 et
seq.).

h. All District Agricultural Associations (DAAs) in the Fairs on the
Watch Program (FOTW) must be current on all required reports
due to CDFA.

i. By April 15th of each year, return the completed and signed Form
700s and the filer’s certification list to the F&E Training Coordinator

J.  Board members and CEO shall be current on all required CDFA

training through CDFA’s online university.

K. Follow all active Emergency Proclamations and Executive Orders
signhed by Governor Newsom. The fair shall include this
requirement in all contracts.

l.  Follow all directives and guidance issued by the California
Department of Public Health and local health authorities regarding
COVID-19 as applicable to gatherings and events. The fair shall
include this requirement in all contracts.

2. Submit all allocation requests to CDFA in a timely manner (must be
postmarked or emailed by June 1, 2021?).

CDFA shali:

1. Review required documents submitted. Determine whether to approve
operational allocation requests. Any allocation requests postmarked or
submitted to CDFA after June 1, 2021 will only be accepted if an extension
was granted prior to June 1, 2021.

! An audit/financial review engagement letter may be considered
2 Proof of program tracking may be requested at anytime
3 If additional time is needed requests for extensions must be submitted to CDFA and approved prior to

June 1, 2021
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- Work with other state agencies and JPAs to ensure DAAs are remaining
current on all obligations owed. i

. Be responsible for maintaining this Agreement and process payment once the
fair responsibilities are completed. :

. Within its sole discretion, perform a fiscal or compliance audit.
. Notify the fair in wriﬁng if a request for allocatien is denied. The notification

will include the reason(s) for the denial and instructions on how to cure the
deficiency, with deadline, and how the fair may appeal the denial.

- Request and Documentation Submittals
All allocation requests shall be submitted via email to:
Joji Kume, Joji.Kume@cdfa.ca.gov




BUDGET DISPLAY

Budget Detail and Payment Provision

1. The allocations for the Fair are as follows:

Fiscal Year

Operational Allocation

Training Allocation

Total

2020-2021

$38,190

$1,830

$40,020

a. Training Allocations must be requested to CDFA by June 1, 2021.
b. Operational Allocations must be requested to CDFA by June 1, 20211,

L if additional time is needed extensions must be submitted to and approved by CDFA prior to June 1, 2021.



