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Executive Summary 

Why this is Important 
The Santa Clara County Fairgrounds Management Corporation (FMC) is a California non-profit public 
benefit corporation established in 1995 to operate the County of Santa Clara’s (County) Fairgrounds in 
the best interest of its residents. FMC organizes and manages the annual County Fair, along with various 
educational, cultural and community events hosted on the property. Additionally, FMC is licensed to 
conduct off-track betting operations. 

During the County’s Finance and Government Operations Committee (FGOC) meeting held on May 28, 
2024, committee members emphasized the need for greater detail and transparency in FMC’s financial 
reporting to the County’s oversight bodies (e.g., Board of Supervisors and FGOC). Given these 
concerns, the Internal Audit Division (IAD) initiated a financial review of FMC. 

Key areas of concern included: 

1. Program Profitability 
o Clear reporting on the profitability of individual activities, programs, and events. 
o Ability to distinguish between revenue-generating and subsidized activities. 

2. Vendor Contracts 
o Greater visibility into contract terms, financial obligations, and vendor performance. 
o Transparent reporting on payments, commissions, and revenue-sharing arrangements. 

3. Maintenance and Capital Improvements 
o A detailed inventory of deferred maintenance needs. 
o Prioritization of capital improvements with cost estimates and funding sources. 

4. Organizational Structure 
o A reassessment of the current relationship between FMC and the County. 

IAD developed 12 review procedures to address most of these areas of concern. 
 

What We Found 
FMC management made efforts to enhance financial, operational and performance reporting to the 
County’s oversight bodies; however, to further strengthen internal controls and mitigate potential risks, 
seven improvements were identified in the areas summarized below and detailed in the Findings and 
Recommendations section. 

 
Operating Effectiveness, Internal Controls and Compliance: 

• Non-disclosure of related party transaction 

• No evidence of competitive bidding for contracted vendor 

• Lack of formal vendor contracts for services rendered 

• Noncompliance with contractual terms 

• FMC executive responsibilities were delegated to third parties 

• Redundant vendor services were identified 

• Lack of process for submitting external auditor communications of audit findings to the County 
for transparency 
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Audit reports are designed to assist management and provide recommendations for operational 
improvement. The audit findings and recommendations were discussed with FMC management in April 
2026. The report was updated based on feedback from the client and County Administration. There were 
10 recommendations made for the seven findings noted above. FMC management agreed with seven of 
the recommendations and CEO management agreed with one recommendation. Their formal responses 
are attached herein. The remaining two recommendations were directed to FMC’s Board of Directors (1) 
and the County’s oversight bodies (1). Their formal response will be provided after final issuance of the 
audit report. In accordance with professional auditing standards, IAD intends to perform a follow-up 
audit on the recommendations and may include the other observation presented in this report.  

Objectives 
The engagement objectives were to review and evaluate FMC’s compliance with contract terms 
outlined in their agreement with the County, specifically: 

• Determine if direct and indirect costs were calculated and allocated in compliance with 
applicable laws, regulations, and agreement terms (e.g., program allocations, salaries and 
benefits, administrative costs). 

• Review reasonableness of revenues and expenditures reported and the County’s contributions 
to FMC. 

Scope 
   We examined FMC’s documents and records for the period January 1, 2017 to December 31, 2023. 
 

Notable Accomplishments 
Beginning in September 2024, the Office of the County Executive (CEO) worked with FMC to develop a 
set of regular reports intended to enhance the information provided to the County for review.  These 
reports are intended to augment the monthly reports that are presented to FMC’s Board of Directors. 
In 2025, FMC created a standard quarterly report template for the County’s review consistent with 
the Management Agreement. Each quarterly report provides a comprehensive summary of current 
Fairgrounds activities including both ongoing operations managed by FMC and special initiatives led 
by the County as well as a financial overview. These reports are intended to enhance the level of 
detail and transparency requested by the County’s oversight bodies. 

 

This engagement was performed in conformance with the International Standards for the Professional 
Practice of Internal Auditing. 

 

We would like to thank FMC and County management for their time, cooperation and assistance 
throughout the engagement. 
 

 
 
Robyn B. Rose, CPA, CICA 
Internal Audit Manager  
April 8, 2026 

 

Finance Agency Contributors:  
Margaret Olaiya, Finance Agency Director  
Hugo Lopez, CIA, Supervising Internal Auditor  
Tatiana Adair, CGFM, Senior Internal Auditor (auditor-in-charge) 
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Procedures Performed and Results 

Below is a summary of the procedures performed and results: 

1. Reviewed the following agreements approved by the County’s BOS (collectively known as the 

Agreement) to identify the scope of work, expected deliverables and other compliance requirements 

for FMC: 

a. Management Agreement between the County and FMC, dated April 18, 2000, 

b. Tenth Amendment dated November 15, 2016, extending the term through December 31, 2019, 

c. Amended and Restated Management Agreement dated January 1, 2020, further extending the 

terms twenty years thereafter and 

d. First Amendment to the Management Agreement dated September 22, 2020, addressing the 

County’s use of the Fairgrounds under an emergency. 

 
Results: 
 
No exceptions were noted as a result of applying the procedure. 

 
2. Reviewed meeting minutes of the County’s oversight bodies for information related to FMC’s 

operational concerns and financial practices. 

 
Results: 
 
Our review of the meeting minutes indicated that the FGOC requested FMC Administration to enhance 
reporting by including: 

• Greater detail and transparency regarding vendor contracts. 

• Profitability analysis of FMC’s different activities. 

• A comprehensive overview of necessary maintenance and capital improvement needs. 

• An updated timeline on progress for long-term redevelopment plans and investment 
management processes. 

• More detailed, transparent financial information for the oversight bodies. 

• Information on community-sponsored events that are free to the public, including attendance 
figures. 

Additionally, the minutes reflected concerns about the County subsidizing FMC operations, which is 

intended to be self-sustaining. The committee members emphasized the need for FMC to prioritize 

progression towards self-sufficient operations, with the ultimate goal of generating revenue that can be 

reinvested in proposed capital improvements. 

FGOC on May 28, 2024, approved recommendations to restructure FMC’s Board of Directors, aiming to 

integrate its operations with County Administration. According to CEO management, there is a clear 

disconnect between the role of FMC as an agent of the County and the County’s role as the owner of 

the Fairgrounds. The current governance structure of FMC has created ongoing challenges in ensuring 

appropriate oversight, accountability, and alignment with County priorities.  For instance, the findings 

in this report will be given to FMC management and their Board of Directors, but the CEO cannot 

direct them to make the necessary changes.  

 



 

5  

 

Furthermore, while FMC’s Board of Directors is appointed by the County’s Board of Supervisors, it did 

not consistently function as a governing body responsible for providing strategic direction, exercising 

fiduciary oversight, and ensuring that FMC operates in accordance with the expectations of managing 

a public asset.   

The FMC Board of Directors, on August 27, 2025, approved the establishment of the FMC Governance 

Ad Hoc Committee with the purpose of discussing potential changes to the FMC’s governance structure. 

3. Reviewed FMC’s Board of Directors meeting minutes to ensure key financial information impacting their 

operations was disclosed to the County’s oversight bodies (e.g., annual audit reports, budget 

documents, and cost allocation reports). 

 
Results: 
 
The Agreement requires FMC to submit a proposed annual Operating Budget and Development Plan & 
Capital Improvement Program Update (“Budget and Business Plan”) for the County’s approval, which 
addresses prior year performance and financial projections for the forthcoming budget year. Although not 
formally amended in the Agreement, the County removed responsibility for any work associated with the 
future development of the Fairgrounds when FMC was unable to deliver viable plans. 

For the period reviewed, we noted the Budget and Business Plans as well as audited financial statements 

were approved by FMC’s Board of Directors and subsequently submitted to the County’s oversight 

bodies; however, disclosure of cost allocation reports was not required. Additionally, the Budget and 

Business Plan does not include how FMC proposes to fund said improvements and/or how these 

proposals are in alignment with priorities of the County’s Board of Supervisor for the Fairgrounds.  

We also examined meeting minutes for FMC’s Board of Directors and County oversight bodies 

subsequent to the period reviewed to determine if decisions or developments result in significant 

commitments or financial obligations impacting FMC’s operations. Below is a summary of our 

observations: 

a. On November 20, 2024, FMC’s Board of Directors approved the Calendar Year 2025 Budget and 

Business Plan which projected FMC’s 2025 revenues at $10.4 million and expenditures at $10.3 

million. The report was subsequently submitted to the County’s oversight bodies who received 

and reviewed it on December 11, 2024. 

b. FMC management prepared detailed reports in response to requests from the County’s 

oversight bodies, demonstrating a proactive effort to enhance transparency and provide 

greater clarity regarding FMC’s financial operations and strategic planning. 

c. Starting in 2025, FMC provides the County with unaudited income and expense statement for 

each program activity for both the preceding calendar month and calendar year-to-date along 

with a comparison of actual income and expenses against amounts projected in the Budget and 

Business Plan. 

d. Beginning in 2025, the County oversight bodies required FMC to submit quarterly reports for 

their review. These reports enhance transparency by providing summaries of FMC’s activities, 

including ongoing property management, financial impacts, and special initiatives advanced by 

the County. 
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4. Reviewed FMC’s Independent Auditor’s Reports for the 7-year period from January 1, 2017 to December 

31, 2023 to determine if internal control weaknesses or instances of noncompliance with laws and 

regulations were noted. If applicable, obtained and evaluated FMC’s corrective action plan(s). 

 
Results: 
 
We reviewed FMC’s Independent Auditors’ Reports and noted internal control weaknesses were 
communicated to their Board of Directors in a separate report. The report identified several areas for 
improvement to address internal control weaknesses and enhance operational efficiency. FMC 
management implemented the external auditor’s recommendations with the exception of two related to 
the event parking area, which are detailed in Procedure 11. 

We also noted FMC provided Independent Auditor’s Reports to the County’s oversight bodies; however, 

the accompanying external auditor’s report communicating internal control weaknesses were not 

included. For additional details, refer to Findings and Recommendations section, Finding 7: Lack of 

process for submitting external auditor communication of audit findings to the County for transparency. 

5. Reviewed FMC’s Internal Revenue Services (IRS) Form 990 - Return of Organization Exempt From Income 

Tax for the 7-year period from January 1, 2017 to December 31, 2023 and reconcile to accounting 

records for reasonableness (e.g., tax vs. Book reporting). 

 
Results: 
 

No material accounting or compliance issues were noted as a result of applying the procedure. 

 
6. Obtained the direct and indirect costs reports allocated to various FMC programs for the 7-year period 

from January 1, 2017 to December 31, 2023 to ensure calculations were accurate and complied with 

applicable laws and regulations, accounting principles and internal policies and procedures. 

 
Results: 
 

No exceptions were noted as a result of applying the procedure. 

 
7. Selected a sample of vendor contracts used for various FMC program activities to ensure payments 

complied with contract terms and were properly allocated and reported. 

 
Results: 
 

We selected 32 vendor contracts for review and noted the following issues, which are further discussed 

in the Findings and Recommendations section: 

• Finding 1: Non-disclosure of related party transaction. 

• Finding 2: No evidence of competitive bidding for contracted vendor. 

• Finding 3: Lack of formal vendor contracts for services rendered. 

• Finding 4: Noncompliance with contractual terms. 

• Finding 5: FMC executive responsibilities were delegated to third parties. 

• Finding 6: Redundant vendor services were identified. 
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8. Reviewed FMC’s general ledger, revenue register and other relevant reports for the 7-year period from 

January 1, 2017 to December 31, 2023 to analyze revenue collection trends and inquired about any 

significant variances noted. 

 
Results: 
 

No exceptions were noted as a result of applying the procedure. Refer to Appendix A: Schedule of 

Revenue and Expenses and Appendix B: Schedule of Revenue Collections for Program Services for 

detailed information on FMC’s main programs and trend analysis. 

 
9. Performed an analysis of the County’s investments and financial contributions to FMC for the 7-year 

period from January 1, 2017 to December 31, 2023 to determine if the usage of funds is properly 

disclosed in financial records (e.g., maintenance and capital improvement, reimbursement for usage of 

County property and other forms of financial support). 

 

Results: 
 

No exceptions were noted as a result of applying the procedure. We noted the County’s investments 

and financial contributions were properly recorded in FMC’s general ledger. Examples of support 

provided by the County include grants, reimbursements, and other services such as security from the 

Sheriff’s Office and legal assistance from the Office of the County Counsel. Refer to Appendix A: 

Schedule of Revenue and Expenses for a detailed presentation of these categories as separate line 

items. 

 
10. Obtained data from the County’s Facilities and Fleet (FAF) Department detailing maintenance, repair 

and capital improvement costs related to FMC property for the 7-year period from January 1, 2017 to 

December 31, 2023 to prepare annual schedules summarizing maintenance activities and capital 

improvements. 

 
Results: 
 

No exceptions were noted as a result of applying the procedure. Refer to Appendix C: Capital 

Improvement Projects and Maintenance Expenses by Category for detailed information on FAF 

Department costs incurred during the period reviewed. 

 
11. Conducted interviews with FMC management and staff to obtain background information on the 

programs and activities under audit and performed walkthroughs to observe key control activities to 

gain a deeper understanding of operational processes. 

 
Results: 
 

We identified FMC’s primary programs included off-track betting, the County Fair, bingo, hosted events, 

property management and event parking. We also conducted walkthroughs for event parking, bingo 

and off-track betting operations to observe key activities and gain an understanding of revenue 

collection and cash deposit procedures. 
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Based on our observations during the walkthroughs, internal controls over these processes appear 

reasonable and in compliance with FMC policies and procedures; however, we identified one instance 

of procedural inefficiency during our walkthrough of event parking operations. Specifically, a parking 

management system was not installed, despite a prior external auditor’s report indicating that the  

recommendation had been implemented. 

The predecessor external auditor recommended FMC consider installing vehicle counting sensors at 

parking gate entrances and reconciling daily vehicle counts with cash receipts to strengthen internal 

controls over parking revenue. The ParkHub Parking Management System was cited as the 

recommended solution as it offers real-time transaction tracking, faster vehicle ingress and acceptance 

of all payment types and passes. FMC management did not procure this system. Instead, payments are 

processed manually using handheld devices. 

 

12. Benchmarked FMC’s financial performance against comparable counties that provide similar services to 

evaluate revenue sources and analyze costs incurred. Prepared comparable trend analysis and schedule 

of revenue and expenses for the 7-year period from January 1, 2017 to December 31, 2023. 

 

Results: 
 

We selected the San Mateo County Exposition and Fair Association and the Sonoma County Fair and 

Exposition for benchmarking purposes. These organizations were identified as comparable due to the 

similarity of their operations and service offerings, which include off-track betting, County Fairs and 

hosted events. 

 
Our review included a comparative analysis of revenue collected from off-track betting (“Jockey Club”) 

and County Fair activities at both peer organizations to benchmark against FMC’s reported revenues 

over the same 7-year period. We also compiled a Schedule of Revenue and Expenses for both entities 

using publicly available data from IRS Form 990 filings and Independent Auditor’s Reports and Financial 

Statements for the period reviewed. Refer to Appendix D: Benchmark Data for detailed information. 

 
Additionally, our analysis of expense categories revealed notable differences in security-related 

expenses among the three organizations. Given the magnitude of this variance, we conducted a trend 

analysis focused on security expenses for calendar years 2021 to 2023 and found FMC incurred 

significantly higher security-related costs compared to those reported by the San Mateo County 

Exposition and Fair Association and the Sonoma County Fair and Exposition. For further details, refer to 

Other Observation section, OBS 1: Annual Security-Related Expenses.
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Findings and Recommendations 

FINDING 1: Non-disclosure of related party transaction. 

OBJECTIVE To determine if adequate policies, procedures, and practices were in place to 
comply with the terms of the Agreement and applicable guidance. 

CRITERIA Agreement, Exhibit C - Standard Provisions: A. Conflict of Interest states 
"Contractor shall comply, and require its subcontractors to comply, with all 
applicable (i) requirements governing avoidance of impermissible client conflicts; 
and (ii) federal, state and local conflict of interest laws and regulations including, 
without limitation, California Government Code section 1090 et seq...Failure to do 
so constitutes a material breach of this Agreement and is grounds for immediate 
termination of this Agreement by the County. 

In accepting this Agreement, Contractor covenants that it presently has no 
interest, and will not acquire any interest, direct or indirect, financial or otherwise, 
which would conflict in any manner or degree with the performance of this 
Agreement. Contractor further covenants that, in the performance of this 
Agreement, it will not employ any contractor or person having such an interest...” 

 
California Government Code section 1090 (a) states "Members of the Legislature, 
state, county, district, judicial district, and city officers or employees shall not be 
financially interested in any contract made by them in their official capacity, or by 
any body or board of which they are members. Nor shall state, county, district, 
judicial district, and city officers or employees be purchasers at any sale or vendors 
at any purchase made by them in their official capacity." 

U.S. Government Accountability Office’s Standards of Internal Controls in the 
Federal Government (Green Book), Principle 1 - Demonstrate Commitment to 
Integrity and Ethical Values, Attribute 1.07: Standards of Conduct states 
"Management, with oversight from the oversight body, defines the organization’s 
expectations of ethical values in the standards of conduct. Management may 
consider using policies, operating principles, guidelines, or training to regularly 
communicate and reinforce the standards of conduct to the organization." 

CONDITION During the audit, we noted FMC management entered into formally executed 
agreements with 18 vendors, of which, three vendors possibly had familial 
relationships with FMC officers and/or employees. The three vendors received 
$934,162 in payments during calendar years 2017 to 2023. 

In addition to these apparent familial relationships, one of FMC’s managers 
appears to be listed as the agent for service of process on the vendor’s Articles of 
Organization filed in 2016 with the California Secretary of State, which also raises 
questions about a potential financial relationship.  

Moreover, this vendor was suspended by the California Franchise Tax Board in 
2018; however, it continued to provide services to FMC for several years 
thereafter. 

Conflict of interest laws prohibit public officials from being involved in 
governmental decisions, including the making of contracts, if the official has a 
personal financial interest in the decision or contract, which may, in specified  
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FINDING 1: Non-disclosure of related party transaction (continued). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

CONDITION 
(continued) 

circumstances, also arise from certain familial relationships.  Organizations often 
require disclosure and strategies to mitigate potential appearance of impropriety 
or risk that private interests may conflict with official duties, such as the recusal 
of anyone with a direct or indirect personal, financial, or familial interest with 
third parties (even if not a financial interest under the law) during the vendor 
selection process. Evidence of disclosure by or recusal of the personnel with 
apparent familial relationships with the vendors was not provided by FMC 
management. 

Failure to disclose a conflict of interest with a third party prior to executing a 
contract may result in biased vendor selection that does not serve the 
organization’s best interests. Such undisclosed relationships or financial ties can 
lead to perceptions of favoritism, reduced competition, unethical practices, 
reputational damage, and potential non-compliance with applicable laws and 
regulations. 

RECOMMENDATIONS 1.1 FMC management should amend their General Purchasing Policy to include a 
Conflict-of-Interest provision with disclosure and mitigation strategies such as a 
recusal process for personnel with direct or indirect familial or financial interests. 
Disclosing and excluding vendors with management ties can safeguard the 
organization's integrity and operational effectiveness, unless formally approved 
by an independent ethics or vendor selection committee. 

1.2 FMC management should implement a process to regularly verify that all 
vendors maintain active and valid licenses and/or registrations with the State of 
California to reduce the risk of engaging with unqualified or non‑compliant 
vendors. 

1.3 CEO management should consult with County Counsel to assess whether 
FMC vendor contracts where FMC officers and/or employees may have had 
familial and/or financial relationships with the vendor constitute a breach of the 
‘Conflict-of-Interest’ clause stated in the Agreement. 

PRIORITY/EXPECTED 
COMPLETION DATE 

High (1) – Within one to 3 months after issuance of the final audit report 

MANAGEMENT 
RESPONSES 

 FMC management: Agreed with recommendations 1.1 and 1.2 

 CEO management: Agreed with recommendation 1.3 
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FINDING 2: No evidence of competitive bidding for contracted vendor. 

 

 

 

 

 

OBJECTIVE To determine if professional services were obtained through a competitive and 
transparent vendor selection process. 

CRITERIA FMC Professional Services - Consultant Selections Policy dated October 7, 2022, 
Section 1. Consultant Selection, states: 

"1.1 Department Director/Manager or Executive Director determines that 
outside professional services are needed to fill employment gaps pertaining to 
certain functions of the organization or to provide specific professional work. 
1.2 The consultant selection process should include a Request for Proposal (RFP) 
or Request for Qualifications (RFQ). 

1.3. Factors which may influence whether or not the RFP or RFQ process is 
necessary include: 

• Compensation amount of the proposed consultant contract; 

• Urgency of the work to be undertaken; 

• Sufficient number of potential consultants for specialized services; 

• Familiarity with work and/or continuation of effort by 
consultant(s) currently or recently under contract; 

• Time elapsed since last "open" selection process for similar professional 
services." 

 
Green Book, Principle 12 - Implement Control Activities, Attribute 12.03: 
Documentation of Control Activities Through Policies and Procedures states in 
part “Management documents in policies and procedures for each unit within 
the entity’s organizational structure its responsibility for a business process’s 
objectives and related risks and control activity design, implementation, and 
operating effectiveness...Each unit also documents policies and procedures in the 
appropriate level of detail to allow management to effectively monitor the 
control activity…” 

CONDITION According to Green Book best practices, deploying control activities through well-
defined policies and procedures enables management to effectively mitigate 
risks. Within the purchasing function, adopting competitive bidding practices 
ensures consistency, transparency, and compliance with procurement standards 
while also promoting fairness and openness by providing equal opportunities to 
qualified vendors. 

Based on discussions with FMC management, we noted long-term vendors 
providing professional service did not consistently undergo a formal selection or 
competitive bidding process prior to implementation of the Professional 
Services-Consultant Selection Policy effective in October 2022. 

During our analysis, we identified one vendor who provided services from 2017 
through 2023, while only being subject to a formal selection process once during 
that period. Additionally, the co-owners of the vendor entity (as identified in the 
agreement executed between the vendor and FMC) appear to be relatives of an 
FMC employee, which does not seem to have been disclosed or otherwise 
addressed (see Finding #1). The vendor provided a broad range of accounting-
related services, including full-cycle accounts payable and receivable processing,  
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FINDING 2: No evidence of competitive bidding for contracted vendor (continued).  

CONDITION 
(continued) 

invoice preparation, license fee collections, management of bingo flash card 
sales, and documentation of food and beverage purchases and inventory. These 
circumstances highlight the need for enhanced compliance with procurement 
policies, vendor oversight, and strategic sourcing practices. 

Without competitive bidding practices, there is a risk that vendors may be 
selected based on favoritism or personal relationship, resulting in above-market 
rates/inflated costs, reduced transparency and potential non-compliance with 
purchasing policies or applicable regulations. 

RECOMMENDATION 2.1 FMC management should: 

• Update their Professional Services-Consultant Section Policy to include 
periodic performance review requirements for long-term, non-
competed vendors [e.g., every three years] to ensure service quality 
remains consistent, pricing is competitive and compliance with 
regulatory guidance. 

• Periodically train staff on the new performance review requirements. 

• Ensure contract terms and conditions include language on the renewal 
process. 

• Establish a formal process for monitoring all expiring contracts to 
ensure sufficient time for undergoing a re-evaluation or competitive 
bidding process. 

PRIORITY/EXPECTED 
COMPLETION DATE 

Medium (2) - Within three to six months after issuance of the final audit report 

MANAGEMENT 
RESPONSES 

FMC management: Agreed with recommendation 2.1 
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FINDING 3: Lack of formal vendor contracts for services rendered.

OBJECTIVE To ensure FMC management maintained formally executed vendor contracts. 

CRITERIA Agreement - Section 2.05: Contracts and Supplies states "...(e) Notwithstanding 
anything to the contrary herein, unless Manager has obtained the County's prior 
written consent, all contracts entered into by Manager (other than Use 
Agreements) must have terms of one (1) year or less provided, however Manager 
may allow for the extension or renewal of contracts for additional terms (not to 
exceed one year at a time) without the consent of the County…" 

 
Green Book, Principle 12 - Implement Control Activities, Attribute 12.03: 
Documentation of Control Activities Through Policies and Procedures states in part 
“Management documents in policies and procedures for each unit within the 
entity’s organizational structure its responsibility for a business process’s objectives 
and related risks and control activity design, implementation, and operating 
effectiveness...Each unit also documents policies and procedures in the appropriate 
level of detail to allow management to effectively monitor the control activity…” 

CONDITION According to Green Book best practices, internal controls are designed to help 
management achieve business objectives and mitigate risks, including the 
execution of formal contracts with vendors to prevent unauthorized spending. 

Based on our review of vendor payments, we noted that seven of 32 tested did not 
have formally executed contracts. Of which, six were during calendar year 2017 and 
one in 2023. Payments to these vendors totaled $433,773. 

Without a formally executed vendor contract, there is a risk of financial and legal 
exposure to the organization due to unenforceable terms, increased vulnerability 
to unauthorized payments or disputes, and the inability to hold vendors 
accountable for performance or service delivery. Additionally, not establishing 
detailed guidance within procurement policies and procedures may result in staff 
not exercising reasonable efforts to conduct due diligence when sourcing 
professional services from vendors, which could lead to paying higher rates. 

RECOMMENDATION 3.1 FMC management should: 

• Update their Professional Services-Consultant Section Policy to include 
specific criteria for defining the compensation threshold and minimum 
number of competitors available to perform the scope of work when 
outsourcing professional services. 

• Provide the updated Professional Services-Consultant Section Policy to the 
County’s Office of the County Counsel for their review. 

• Train relevant staff on the updated Professional Services Consultant - 
Selections Policy to reinforce consistent application and ensure vendors are 
not engaged or paid without a signed contract in place. 

PRIORITY/EXPECTED 
COMPLETION DATE 

Medium (2) - Within three to six months after issuance of the final audit report 

MANAGEMENT 
RESPONSES 

FMC management: Agreed with recommendation 3.1 
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FINDING 4: Noncompliance with contractual terms. 

 

1 Vendor names were removed from the audit report to comply with IAD’s policies and procedures related to 
privacy concerns.

OBJECTIVE To ensure FMC management complied with vendor contract terms and conditions. 

CRITERIA1 Per the following FMC vendor contracts: 
a. Vendor contract #1 - the scope of services were defined as: licensed security 

officers to perform unarmed security services at the Off-Tracking Betting 
facility and gates in the Fairgrounds. 

b. Vendor contract #2 - the scope of services were defined as: (1) website 
development and maintenance services for the Hop N Vine, Wednesday 
Night Music Series, and the 2023 Fair; (2) Google ads grant management, and 
(3) Graphic Design Services. The specific details of each service are outlined 
in Exhibit A, “Scope of Work”. Additionally, the vendor shall not perform nor 
receive compensation for any services not identified in the scope of work 
without the prior approval from FMC and formalized through a contract 
amendment. 

c. Vendor contract #3 - the scope of services was defined as: staffing the first 
aid station with Emergency Medical Technicians for the County Fair during 
the period from July 26, 2023 to August 6, 2023. 

Per the language in FMC’s vendor contracts, reimbursable expenses were defined 
as "Coordinator shall be responsible for all expenses incurred…in connection with 
the work to be performed." 

Accrual accounting principles under Generally Accepted Accounting Principles 
(GAAP) require expenses be matched to the period in which the services or benefits 
are received. 

CONDITION Based on our review of vendor payments, we identified the following six exceptions 
that did not comply with contractual terms: 

a. Three vendors provided services that were not covered under the contract. 
The total payments made for the additional service amounted to $78,775. 

b. One vendor was paid $5,694 in calendar year 2020 for services related to 
the 2021 contract period. The expense was recorded in the 2020 financial 
statements, and a journal entry was not prepared to reclassify it as a 
prepaid expense. 

c. Two vendors were paid a total of $2,306 for consultant reimbursement 
expenses explicitly excluded under the contract terms. 

Without sufficient contract compliance management practices, there is an 
increased risk of failing to recover funds from vendor overpayments, issuing 
unauthorized payments and exceeding approved budgetary limits. Additionally, not 
recognizing expenses in the correct accounting period could result in misstating 
financial statements or noncompliance with accounting standards. 
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FINDING 4: Noncompliance with contractual terms (continued). 

 

RECOMMENDATION 4.1 FMC management should implement the following vendor management 
controls by: 

• Requiring accounts payable or procurement staff to verify invoices match 
the contract scope of work prior to processing payment. 

• Training accounts payable and procurement staff on contract compliance 
requirements and escalation procedures for unapproved services. 

• Ensuring a formal contract amendment is reviewed and approved before 
services are performed or paid if additional services outside the original 
scope are required. 

• Implementing or reinforcing procedures for reviewing invoices and 
payments around year-end to properly match expenses with the correct 
contract period. 

• Training accounting personnel on accrual basis accounting and proper 
expense recognition principles to prevent misstatement of financial 
statements. 

PRIORITY/EXPECTED 
COMPLETION DATE 

Medium (2) - Within three to six months after issuance of the final audit report 

MANAGEMENT 
RESPONSES 

FMC management: Agreed with recommendation 4.1 
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FINDING 5: FMC executive responsibilities were delegated to third parties. 

 

 

OBJECTIVE To determine if FMC established an appropriate organizational structure and 
effective oversight of executive responsibilities. 

CRITERIA Green Book, Principle 3 - Establish Structure, Responsibility and Authority, Attribute 
3.06: Assignment of Responsibility and Delegation of Authority states " To achieve 
the entity’s objectives and address related risks, management assigns responsibility 
and delegates authority to key roles throughout the entity. A key role is a position 
in the organizational structure that is assigned an overall responsibility of the entity. 
Generally, key roles relate to senior management positions within an entity. 

Green Book, Principle 4 - Demonstrate Commitment to Competence, Attribute 
4.07: Succession and Contingency Plans and Preparation states "Management 
defines succession plans for key roles, chooses succession candidates, and trains 
succession candidates to assume the key roles. If management relies on a service 
organization to fulfill the assigned responsibilities of key roles in the entity, 
management assesses whether the service organization can continue in these key 
roles, identifies other candidate organizations for the roles, and implements 
processes to enable knowledge sharing with the succession candidate 
organization." 

 
Agreement, Section 3.02: Books and Records states in part "...All books and records 
of the Property shall be kept at the Property or at the location where any central 
accounting and bookkeeping services are performed by Manager, but at all times 
shall be the property of the County." 

CONDITION During our review of vendor contracts, we noted critical responsibilities typically 
assigned to executive leadership (i.e., Executive Director/CEO and Finance 
Manager) were delegated to vendors. These responsibilities included the 
development of FMC's annual budget and strategic plan. The total amount paid for 
these services between calendar years 2018 and 2020 were $53,250. While external 
assistance may be appropriate in limited cases, core responsibilities should remain 
under the direction and control of internal leadership. 

Delegating executive responsibilities to external vendors may undermine internal 
control integrity and result in limited organizational oversight, misaligned or unclear 
expectations, a lack of accountability, insufficient internal input on critical decisions, 
loss of institutional knowledge, increased reliance on third parties, or 
noncompliance with applicable regulations or fiduciary obligations. 
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FINDING 5: FMC executive responsibilities were delegated to third parties (continued). 

RECOMMENDATIONS 5.1 The County’s oversight bodies should: 

• Clearly define and formally document role and responsibilities assigned to 
FMC executive management, including limitations on the delegation of key 
leadership functions to ensure overall ownership of organizational 
oversight is retained or remains with individuals accountable to the County. 

• Amend the Agreement between the County and FMC to incorporate the 
Manager's defined roles, responsibilities and delegation of authority 
limitations to promote greater transparency in accountability and 
strengthen governance expectations. 

5.2 FMC management should: 

• Retain decision-making authority internally (e.g., budgeting and strategic 
planning) and request County's approval prior to seeking consultant 
support for critical operational and internal control functions. 

• Develop a succession plan for key executive positions, including the 
Executive Director, to ensure continuity of operations during leadership 
transitions and reduce reliance on third parties. 

• Identify internal candidates for executive roles and maintain a talent 
pipeline through mentorship, professional development and cross-training 
to mitigate the loss of institutional knowledge in the event of future 
turnover. 

PRIORITY/EXPECTED 
COMPLETION DATE 

Medium (2) - Within three to six months after issuance of the final audit report 

MANAGEMENT 
RESPONSES 

County’s oversight bodies: Formal response is pending 

FMC management: Agreed with recommendation 5.2 
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FINDING 6: Redundant vendor services were identified. 

OBJECTIVE To determine if FMC has established effective vendor management practices. 

CRITERIA Green Book, Principle 10 - Design Control Activities, Attribute 10.03: Design of 
Appropriate Types of Control Activities states in part "Management designs 
appropriate types of control activities for the entity’s internal control system, 
including the entity’s information technology, by considering all aspects of its 
internal control components, relevant business processes, and operating 
environment. An entity’s internal control is flexible to allow management to tailor 
control activities to meet the entity’s unique needs." 

Green Book, Principle 16 - Perform Monitoring Activities, Attribute 16.04: Internal 
Control System Monitoring states in part "Management monitors the internal 
control system through ongoing monitoring and separate evaluations. Ongoing 
monitoring is built into the entity’s operations, performed continually, and 
responsive to change. Separate evaluations are performed periodically and may 
provide feedback on the effectiveness of ongoing monitoring." 

CONDITION During our review of vendor contracts, we noted the scope of work included in four 
of 32 agreements tested were overlapping or duplicative. Multiple vendors were 
contracted to perform similar services such as marketing, website design, social 
media and event management. A total of $178.080 was paid for these services 
between calendar years 2019 and 2022. These redundancies indicate a lack of 
centralized contracting practices and an inefficient use of resources. 

Without an established process for reviewing current contracts for potential 
redundant or duplicative services, there is a risk of incurring avoidable costs and 
inefficiencies due to the procurement of overlapping services already covered 
under existing agreements. 

RECOMMENDATION 6.1 FMC management should: 

• Establish a process to review existing service contracts before procuring 
additional services to ensure they are not already provided. 

• Establish a centralized database of all active contracts to periodically 
monitor for potential redundant or overlapping services that should be 
consolidated. 

• Periodically train relevant staff on the importance of verifying existing 
contracts before outsourcing services and emphasize the potential cost 
savings and risks associated with bypassing this step. 

PRIORITY/EXPECTED 
COMPLETION DATE 

Medium (2) - Within three to six months after issuance of the final audit report 

MANAGEMENT 
RESPONSES 

FMC management: Agreed with recommendation 6.1 
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FINDING 7: Lack of process for submitting external auditor communication  
of audit findings to the County for transparency.

OBJECTIVE To evaluate the effectiveness of FMC management’s process for communicating 
information to oversight bodies, ensuring appropriate transparency, accountability, 
and alignment with expectations. 

CRITERIA In accordance with Generally Accepted Auditing Standards (GAAS), external 
auditors must obtain a sufficient understanding of internal control to effectively 
plan the audit and determine the nature, timing, and extent of audit procedures. If 
external auditors identify control deficiencies that may lead to material 
misstatements, they must communicate significant and material audit findings and 
internal control issues to the Board of Directors or equivalent oversight bodies. 

 
Agreement, Section 2.08: Budget, Business Plan and Audit states in part "...(h) In 
conjunction with Manager's submission of the Budget to the County, Manager shall 
also submit to the County on or before each October 31st (i) an annual business 
plan for the Property for the upcoming calendar year and (ii) an independent audit 
of the calendar year preceding such October 31st, with said independent audit 
being conducted by an entity that is approved by County ("FMC's Auditor")." 

CONDITION FMC's annual financial statements are audited following GAAS, which requires 
external auditors to communicate any significant deficiencies or material 
weaknesses in internal controls identified during the audit to the Board of Directors. 
This communication typically includes recommended actions for management to 
address the findings and strengthen FMC's internal control environment. 

During our review of the external auditor's annual communications to FMC 
management and the Board of Directors issued between 2014 and 2023, we noted 
that the County's Board of Supervisors (BOS) did not receive these reports, as 
disclosure was not required under the Agreement. Communications identified 
numerous observations and recommendations to improve internal controls and 
enhance operational efficiency. If the County BOS were informed of internal control 
issues impacting FMC's operations and corrective actions taken by management to 
mitigate risk, there would be increased transparency to help ensure stronger 
oversight, accountability, and timely corrective action. 

Not submitting external auditor communications to all relevant parties creates the 
risk of oversight bodies not being aware of internal control issues and associated 
recommendations, potentially resulting in management not being held accountable 
to address the control deficiencies. 
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FINDING 7: Lack of process for submitting external auditor communication  

of audit findings to the County for transparency (continued). 

 

  

RECOMMENDATION 7.1 FMC’s Board of Directors should: 

• Require FMC management to also submit the external auditor’s 
communications on internal control-related matters to the County. 

• Ensure the County oversight bodies are aware of FMC's external auditor’s 
communication letter by including the report as a standing item on their 
agenda(s) following issuance of FMC’s audited financial statements. 

• Require FMC management to provide periodic updates to the County 
oversight bodies on corrective actions taken to timely address control 
deficiencies and improve operational effectiveness. 

PRIORITY/EXPECTED 

COMPLETION DATE 

 
Medium (2) - Within three to six months after issuance of the final audit report 

MANAGEMENT 

RESPONSES 

FMC’s Board of Directors: Formal response is pending 
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Other Observation 

The following observation and related suggestions was identified during the engagement for CEO 
management’s consideration. This item is considered less significant compared to formal audit findings as 
the observation resulted in minor operational or procedural inefficiencies rather than material control 
weaknesses. 

 

OBS 1 – FMC’s annual security-related expenses significantly exceeded peer organizations.  

Observation: We noted FMC’s security-related expenses for calendar years 2021 to 2023 (ranging from 
$626,000 to $1.8 million) were significantly higher compared to amounts reported by the San Mateo 
County Exposition and Fair Association and the Sonoma County Fair and Exposition (ranging from 
$218,000 to $543,000). While some level of variation is expected due to differences in event size, 
location, and risk profile, the magnitude of FMC’s higher security costs indicates a need for further 
review to assess cost drivers, procurement practices and potential opportunities for efficiency. A 
detailed comparative analysis of security expenses for the three organizations covering the 7-year 
period is presented at Appendix D: Benchmark Data. 

Suggestion: FMC management should: 

• Conduct a comprehensive review of their security contracts, staffing models, utilization 
strategies and procurement practices to determine underlying cause(s) of the higher costs. 

• Research best practices adopted by peer organizations, which may help achieve cost-effective 
security operations without compromising public safety. 
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APPENDIX A: SCHEDULE OF REVENUES AND EXPENSES 
 
 
 
 
 
 
 
 

Schedule of Revenue and Expenses 

For the Year Ended December 31, 2017

   

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Data is based on FMC's Independent Auditor's Report and Financial Statements and general ledger for calendar year 2017. 
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Schedule of Revenue and Expenses 

For the Year Ended December 31, 2018 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Data is based on FMC's Independent Auditor's Report and Financial Statements and general ledger for calendar year 2018. 
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Schedule of Revenue and Expenses 

For the Year Ended December 31, 2019 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Data is based on FMC's Independent Auditor's Report and Financial Statements and general ledger for calendar year 2019. 
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Schedule of Revenue and Expenses 

For the Year Ended December 31, 2020 
 

 

 
 
Data is based on FMC's Independent Auditor's Report and Financial Statements and general ledger for calendar year 2020. 
 
Note: County reimbursement and County labor charges listed above represent reimbursements from the County for usage of the Fairgrounds during the 
COVID-19 pandemic.
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Schedule of Revenue and Expenses 

For the Year Ended December 31, 2021 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Data is based on FMC's Independent Auditor's Report and Financial Statements and general ledger for calendar year 2021. 

 

Note: County reimbursement and County labor charges listed above represent reimbursements from the County for usage of the Fairgrounds during the 
COVID-19 pandemic.
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Schedule of Revenue and Expenses  

For the Year Ended December 31, 2022 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
Data is based on FMC's Independent Auditor's Report and Financial Statements and general ledger for calendar year 2022. 

 

Note: County reimbursement and County labor charges listed above represent reimbursements from the County for usage of the Fairgrounds during the 
COVID-19 pandemic.
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Schedule of Revenue and Expenses 

For the Year Ended December 31, 2023 
 

Data is based on FMC's Independent Auditor's Report and Financial Statements and general ledger for calendar year 2023. 

 

Note: County reimbursement and County labor charges listed above represent reimbursements from the County for usage of the Fairgrounds during the 
COVID-19 pandemic.



 

29  

APPENDIX B: SCHEDULE OF REVENUE COLLECTIONS FOR PROGRAM SERVICES  
CALENDAR YEARS 2017-2023 

 

Due to the impact of the COVID-19 pandemic, FMC’s total program services revenue experienced a significant decline from 2020 to 2022. Restrictions 

on public gatherings led to sharp decreases across key revenue-generating categories such as Venue Sales & Event Services, Food & Beverages, Hosted 

Events, and the County Fair. Depicted below shows revenue collections, including the gradual recovery beginning in 2023 as operations resumed. 

 

 
 
 
 
 
 
 

 

 

 

 $-

 $500,000

 $1,000,000

 $1,500,000

 $2,000,000

 $2,500,000

 $3,000,000

 $3,500,000

2017 2018 2019 2020 2021 2022 2023

OFF Track Betting Property  Management Venue Sales & Event Svc. Food & Beverages Bingo Hosted Events County Fair

Year 
Off-Track 
Betting 

Property 
Management 

Venue Sales & 
Event Svc. 

Food & 
Beverages 

Bingo 
Hosted 
Events 

County 
Fair 

Total 
Program Services 

2017 $ 1,312,041 $ 1,997,718 $  1,354,213 $ 955,177 $ 1,654,811 $ 67,324 $ 648,928 $ 7,990,212 

2018 $ 1,245,353 $ 2,397,237 $  1,408,959 $ 700,466 $ 1,597,355 $ 70,909 $  1,023,204 $ 8,443,483 

2019 $ 1,143,626 $ 2,336,856 $  1,998,288 $ 1,127,895 $ 1,860,152 $ 52,673 $ 908,794 $ 9,428,284 

2020 $ 651,880 $ 2,824,025 $ 494,075 $ 141,903 $ 329,404 $ 358 $ 91,402 $ 4,533,047 

2021 $ 1,012,519 $ 2,978,287 $ 456,792 $ 139,806 $ - $ 16,441 $ 70,231 $ 4,674,076 

2022 $ 1,197,063 $ 3,223,861 $ 114,300 $ 199,770 $ - $ - $ 94,344 $ 4,829,339 
2023 $ 1,215,845 $ 2,640,420 $  1,284,150 $ 630,986 $ - $ 21,719 $  1,422,112 $ 7,215,233 
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APPENDIX C: CAPITAL IMPROVEMENT PROJECTS AND MAINTENANCE EXPENSES BY CATEGORY 
(for informational purposes only) 

FAF's Capital Improvement Projects 

Calendar Years 2017-2023 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Data provided by FAF and schedule compiled by IAD. 
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FAF's Maintenance Expenses by Category 

Calendar Years 2017-2023 

 

 

Data provided by FAF and schedule compiled by IAD. 

Year A/C Carpentry Electrical Engineering 
General 

Maintenance 
Painting Plumbing Roofing Other Total 

    2017 $ - $ - $ - $ - $ 707,554 $ - $ - $ - $ - $ 707,554 

    2018 - - - - 24,271 - - - - 24,271 

2019 77,543 63,701 21,062 51,262 92,274 6,362 38,078 95,131 27,274 472,687 

2020 22,689 236,024 64,100 56,380 450,366 4,246 310,487 20,851 138,206 1,303,349 

2021 29,136 61,720 102,121 43,973 67,538 24,564 84,930 7,602 129,696 551,280 

2022 15,575 17,275 39,212 36,838 82,657 10,149 59,552 35,372 153,805 450,435 

2023 21,864 64,662 41,239 80,657 70,065 272,508 37,287 6,405 77,317 672,004 

Total $ 166,807 $ 443,382 $ 267,734 $ 269,110 $ 1,494,725 $ 317,829 $ 530,334 $ 165,361 $ 526,298 $ 4,181,580 
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APPENDIX D: BENCHMARK DATA 
 

 
 
 
 
 

 

San Mateo County Exposition and Fair Association 

Schedule of Revenue and Expenses 

Calendar Years 2017-2023 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Data is based on IRS Form 990 (Return of Organization Exempt From Income Tax) and Independent Auditor's Reports and Financial Statements for 
calendar years 2017-2023. 
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Sonoma County Fair and Exposition 

Schedule of Revenue and Expenses 

Calendar Years 2017-2023 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Data is based on IRS Form 990 (Return of Organization Exempt From Income Tax) for calendar years 2017-2023. 
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County Fair Revenue Comparison 
San Mateo County Exposition and Fair Association and Sonoma County Fair and Exposition 

2019 (Pre-COVID): 

o San Mateo County collected $1.23 million more than Santa Clara, representing a 135% increase. 
o Sonoma County collected $5.12 million more than Santa Clara, representing a 563% increase. 

2023 (Post-COVID Recovery): 
o San Mateo County collected $1.10 million more than Santa Clara, representing a 77% increase. 
o Sonoma County collected $5.89 million more than Santa Clara, representing a 414% increase. 

 
 

 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

Revenue Collection for County Fairs 

For the Calendar Years 2017-2023 

 

 

 

 
 

 

Data is based on IRS Form 990 (Return of Organization Exempt From Income Tax) and Independent Auditor's Reports and Financial Statements for 

calendar years 2017-2023. 

County Fair 

Year 
Santa Clara 

County 
San Mateo County Sonoma County 

2017 $ 648,928 $ 1,924,069 $ 6,930,736 
2018 $ 1,023,204 $ 2,138,717 $ 6,211,395 
2019 $ 908,794 $ 2,138,941 $ 6,031,341 
2020 $ 91,402 $ 24,887 $ 1,010,697 
2021 $ 70,231 $ 2,180,595 $ 3,473,345 
2022 $ 94,344 $ 2,352,264 $ 6,323,752 
2023 $ 1,422,112 $ 2,521,710 $ 7,313,782 
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Off-Track Betting Revenue Comparison (Calendar Years 2017-2023) 

Over the seven-year period, all three counties experienced a decline in off-track betting revenue as follows: 
• San Mateo decreased by $682,783 (25.0%) overall and collected $830,959 more than Santa Clara in 2023, approximately a 68% difference, 
• Sonoma decreased by $376,510 (99.8%) overall, and 

• Santa Clara decreased by $96,196 (7.3%) overall. 
 

 
Revenue Collection for Off-Track Betting 

For the Calendar Years 2017-2023 
 

Off-Track Betting 

Year 
Santa Clara 

County San Mateo County 
Sonoma 
County 

2017 $ 1,312,041 $ 2,729,587 $ 377,110 

2018 $ 1,245,353 $ 2,614,291 $ 386,873 

2019 $ 1,143,626 $ 2,487,780 $ 371,080 

2020 $ 651,880 $ 1,788,529 $ 265,756 

2021 $ 1,012,519 $ 2,032,052 $ 230,061 

2022 $ 1,197,063 $ 2,124,366 $ 72,000 
2023 $ 1,215,845 $ 2,046,804 $ 600 

 

Data is based on IRS Form 990 (Return of Organization Exempt From Income Tax) and Independent Auditor's Reports and Financial Statements for 

calendar years 2017-2023. 
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Comparative Security Expenses (Calendar Years 2017-2023) 

Based on our analysis, we noted security expenses for Santa Clara (i.e., FMC) significantly increased by $1.25 million (200%) from 2021 to 2023, far 
exceeding San Mateo and Sonoma counties. Specifically, 

• In 2021, Santa Clara spent $407,725 (187%) more than San Mateo and $261,425 (72%) more than Sonoma. 

• In 2022, Santa Clara spent $1,209,598 (495%) more than San Mateo and $910,462 (167%) more than Sonoma. 

• In 2023, Santa Clara spent $1,526,672 (435%) more than San Mateo and $1,449,913 (339%) more than Sonoma. 
 
 

 

Security Trends 

For the Calendar Years 2017-2023 
 
 
 

 
 
 
 
 
 
 
 
 

 

Data is based on IRS Form 990 (Return of Organization Exempt From Income Tax) and Independent Auditor's Reports and Financial Statements for 

calendar years 2017-2023. 

        Security Expenses 

Year Santa Clara 
County 

San Mateo 
County 

Sonoma County 

2017 $ 436,863 $ 90,282 $ 451,273 

2018 $ 354,226 $ 174,552 $ 548,161 

2019 $ 364,151 $ 163,881 $ 558,633 

2020 $ 291,201 $ 34,878 $ 335,346 

2021 $ 626,113 $ 218,388 $ 364,688 

2022 $ 1,453,831 $ 244,233 $ 543,369 
2023 $ 1,877,321 $ 350,649 $ 427,408 
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APPENDIX E: DEFINITION OF PRIORITY RATINGS FOR AUDIT RECOMMENDATIONS 
 

Priority Ratings Definition of Priority Ratings and Suggested Implementation Timeframe 

High / 

Priority One (1) 

Priority One recommendations are assigned to the highest assessed level of 
risk. For these recommendations, internal controls are considered poor or 
insufficient, which results in the likelihood of financial loss, waste, 
misappropriation of assets, or errors for the area(s) evaluated. Priority One 
recommendations also include issues related to non-compliance with laws, 
regulations or policies and procedures. 

Management should urgently implement these recommendations within one 
to three months after issuance of the final audit report to avoid risk exposure. 

Medium / 

Priority Two (2) 

Priority Two recommendations are assigned to the moderately assessed level 
of risk. For these recommendations, internal controls provide reasonable 
assurance that the County program(s) or area(s) evaluated are protected from 
potential financial loss, waste, misappropriation of assets, or errors; however, 
additional action is needed to strengthen current practices. 

Management should promptly implement these recommendations within 
three to six months after issuance of the final audit report to improve internal 
control processes. 

Low / 

Priority Three (3) 

Priority Three recommendations are assigned to the lowest assessed level of 
risk. For these recommendations, internal controls are operating as designed 
to ensure the County program(s) or area(s) evaluated are protected from 
potential financial loss, waste, misappropriation of assets, or errors. These 
recommendations are desired actions to enhance current practices. 

Management should consider implementing these recommendations within six 
to 12 months after issuance of the final audit report to provide additional 
confidence in the internal control system. 
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APPENDIX F: INTERNAL CONTROLS FRAMEWORK 

We utilized guidance in the 2025 U.S. Government Accountability Office’s Standards for Internal Controls 
in the Federal Government (“Green Book”) to evaluate best practices for internal controls within 
government entities. Internal controls are processes used by management to help achieve their goals 
and objectives related to operations, reporting, and compliance. The “Green Book” Standards comprise 
of the following five internal control components and corresponding 17 principles that work together in 
an integrated framework: 

 

Components Principles 

Control 
Environment 

1. The oversight body and management should demonstrate a commitment to integrity 
and ethical values. 

2. The oversight body should oversee the entity’s internal control system. 
3. Management should establish an organizational structure, assign responsibility, and 

delegate authority to achieve the entity’s objectives. 
4. Management should demonstrate a commitment to recruit, develop, and retain 

competent individuals. 
5. Management should evaluate performance and hold individuals accountable for their 

internal control responsibilities. 

Risk Assessment 6. Management should define objectives clearly to enable the identification of risks and 
define risk tolerances. 

7. Management should identify, analyze, and respond to risks related to achieving the 
defined objectives. 

8. Management should consider risks related to fraud, improper payments, and 
information security when identifying, analyzing, and responding to risks. 

9. Management should identify, analyze, and respond to significant changes that could 
impact the internal control system. 

Control Activities 10. Management should design control activities to mitigate risks to achieving the entity's 
objectives to acceptable levels. 

11. Management should design general control activities over information technology to 
mitigate risks to achieving the entity’s objectives to acceptable levels. 

12. Management should implement control activities through policies and procedures. 

Information and 
Communication 

13. Management should obtain or generate relevant, quality information and use it to 
support the functioning of the internal control system. 

14. Management should internally communicate relevant and quality information, 
including objectives and responsibilities for internal control, necessary to support the 
functioning of the internal control system. 

15. Management should communicate relevant and quality information with appropriate 
external parties regarding matters impacting the functioning of the internal control 
system. 

Monitoring 16. Management should establish and operate monitoring activities to monitor the 
internal control system and evaluate the results. 

17. Management should remediate identified internal control deficiencies on a timely 
basis. 
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APPENDIX G: PROGRAM BACKGROUND, SCOPE AND METHODOLOGY 
 
PROGRAM BACKGROUND 
FMC is a California non-profit public benefit corporation established on March 28, 1995 by the County to 
operate the County Fairgrounds. Pursuant to a Management Agreement dated April 18, 2000, the 
County delegated FMC responsibility of managing the fairgrounds property. This agreement was 
subsequently amended and restated on January 1, 2020, extending the terms for an additional twenty 
years (collectively known as the Agreement). 

Under the terms of the Agreement, FMC is responsible for organizing and operating the annual County 
Fair along with hosting various educational, cultural and community functions on the property. FMC is 
also licensed to conduct off-track betting operations. In addition to event management, FMC assumes 
responsibility for the following: 

• overseeing existing and subsequent improvements and activities on the property on behalf of the 
County, 

• advising the County on potential development opportunities of the property, and 

• covering annual operating costs, capital improvements and debt obligations through generated 
revenue and external support. 

 

In alignment with the Management Agreement, FMC additionally provided in-kind use of the County 
Fairgrounds by hosting critical community-serving events. For example, during calendar year 2025, FMC 
supported six events including voting operations, the Veterans Autorama and Stand Down, a community 
dental clinic, and a holiday bike build in partnership with the Santa Clara Valley Health Foundation. 
According to FMC management, the total in-kind value of these contributions exceeded $134,000. These 
efforts advanced FMC's mission, highlighted the Fairgrounds as a vital community asset, and 
strengthened partnerships with the County and local organizations. 
 

FMC revenue sources include anchor licenses, off-track betting, the annual County Fair, hosted events, 
food and beverages sales, parking, Bingo, and other activities. The County reimbursed FMC for costs 
incurred during usage of the facility for COVID-19 testing. Additionally, the State of California periodically 
awards grants and subsidies to FMC, as well as volunteer support service, primarily for the County Fair, 
Bingo, and other community events. 

 
While the County retains authority over decisions regarding the Fairgrounds Revitalization Plan, 
responsibility for execution of the plan was delegated to FMC. 

 
SCOPE AND METHODOLOGY 
FMC’s documentation and records covering the 10-year period from January 1, 2014 to December 31, 
2023 were originally considered for review; however, due to record retention policies, the review 
primarily focused on documentation available during the 7-year period from January 1, 2017 to December 
31, 2023. 

 
We performed the following procedures to achieve the engagement objectives: 

• Reviewed applicable laws, regulations, Agreements, and FMC policies/procedures. 

• Reviewed meeting minutes for relevant financial information communicated to FMC Board of 
Directors and County Board of Supervisors. 

• Reviewed the direct and indirect cost reports allocated to various FMC programs for accuracy and 
compliance with applicable laws/regulations and Agreement terms. 

• Reviewed FMC’s general Ledger, revenue register and other relevant reports to analyze trends for 
revenue collections and the County’s contributions. Inquired about any significant variances 
noted. 
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• Selected a sample of vendor contracts used for various FMC program activities to ensure 
payments complied with contract terms and were properly allocated and reported. 

• Performed an analysis of the County’s contributions to FMC to determine if the usage of funds 
was properly disclosed in financial records (e.g., maintenance and capital improvement, 
reimbursement for County usage of the property, and other forms of financial support). 

• Reviewed FMC’s Independent Auditor’s Reports for the scope period to determine if deficiencies 
or material weaknesses in internal control over financial reporting or instances of noncompliance 
with laws and regulations were noted. Where applicable, obtained and evaluated FMC’s 
corrective action plan(s). 

• Reviewed FMC’s IRS Form 990 (Tax Return of Organization Exempt From Income Tax) for the scope 
period and reconciled to accounting records for reasonableness (e.g., tax vs. book reporting). 

• Obtained data from the County’s Facilities and Fleet Department on maintenance, repair, and 
capital improvement costs incurred for FMC and prepared Schedules of Maintenance and Capital 
Improvements for the period. 

• Performed walkthroughs and interviews. 

• Benchmarked FMC’s financial performance against comparable nonprofit organizations providing 
similar services. 

 

 
















