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Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

Board of Directors
Los Angeles County Fair Association
Pomona, California

We have audited the accompanying consolidated statements of financial position of the Los Angeles
County Fair Association (the Association) as of December 31, 2010 and 2009, and the related
consolidated statements of activities and net assets and cash flows for the years then ended. These
financial statements are the responsibility of the Association's management. Our responsibility is to
express an opinion on these financial statements based on our audits. We did not audit the pari-mutuel
handle revenue, from which approximately five percent to seven percent of the Association's total
revenues are derived as of December 31, 2010 and 2009, respectively. That revenue was audited by other
auditors whose reports have been furnished to us and, in our opinion, insofar as it relates to the revenues
of the pari-mutuel handle, is based solely on the reports of the other auditors.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of the Los Angeles County Fair Association as of December 31, 2010 and
2009, and the changes in its net assets and its cash flows for the years then ended, in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 29,
2011, on our consideration of the Association's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

UWM%* (p. LLP

Rancho Cucamonga, California
March 29, 2011
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LOS ANGELES COUNTY FAIR ASSOCIATION

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

DECEMBER 31,

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Investments - unrestricted
Investments - Board designated
Accounts receivable, net
Other current assets

Total Current Assets
PROPERTY AND EQUIPMENT, Net

OTHER ASSETS
Bond issuance costs
Other noncurrent assets

Total Other Assets
TOTAL ASSETS

2010 2009
$ 5,029,675 $ 3,997,186
2,504,072 5,503,561
20,459,198 29,351,783
2,545,542 2,453,454
1,721,187 1,364,441
32,259,674 42,670,425
95,814,905 89,975,868
1,213,055 614,137
432,251 828,012
1,645,306 1,442,149

$ 129,719,885

$ 134,088,442

LIABILITIES AND UNRESTRICTED NET ASSETS

CURRENT LIABILITIES
Accounts payable
Accrued expenses and other liabilities
Current portion of long-term debt
Deferred revenue

Total Current Liabilities

NONCURRENT LIABILITIES
Long-term debt, less current maturities
Liability for interest rate swap
Other noncurrent liabilities

Total Noncurrent Liabilities

TOTAL LIABILITIES

UNRESTRICTED NET ASSETS

TOTAL LIABILITIES AND
UNRESTRICTED NET ASSETS

See the accompanying notes to consolidated financial statements.
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$ 3,891,006 $ 7,563,052
4,605,435 3,698,678
657,361 613,514
609,042 731,228
9,762,844 12,606,472
48,765,074 49,414,103
6,044,506 3,174,837
248,203 264,550
55,057,783 52,853,490
64,820,627 65,459,962
64,899,258 68,628,480

$ 129,719,885

$ 134,088,442




LOS ANGELES COUNTY FAIR ASSOCIATION

CONSOLIDATED STATEMENTS OF ACTIVITIES AND NET ASSETS

FOR THE YEARS ENDED DECEMBER 31,

2010 2009
REVENUES
Fair $ 27,956,650 $ 28,520,957
Year-round events 8,986,254 10,275,703
Hotel 10,336,884 9,868,186
Barretts 1,869,115 1,895,598
Cornucopia 7,954,681 7,384,532
Related enterprises 2,666,293 2,044,306
Total Revenues 59,769,877 59,989,282
EXPENSES
Fair and Other
Salaries and employee benefits 16,757,343 17,283,018
General and administrative 4511,761 5,200,034
Utilities 1,967,382 2,694,503
Operating 5,814,929 5,591,617
Professional services 3,797,107 4,465,242
Premiums, entertainment, and other related expenses 2,271,294 2,139,573
Hotel operating expenses 9,903,986 9,012,924
Barretts operating expenses 1,596,668 2,344,028
Cornucopia operating expenses 4,795,950 5,376,685
Related enterprises 1,435,983 955,008
Total Expenses 52,852,403 55,062,632
NET OPERATING INCOME 6,917,474 4,926,650
OTHER INCOME (EXPENSES)
Grants and contracts 1,350,000 4,077,383
Investment income 92,125 107,615
Interest expense (3,322,422) (2,675,034)
Depreciation and amortization (5,896,730) (5,909,311)
Loss on disposal of assets - (468,975)
Gain on retirement of 2000 Bonds interest rate swap - 3,562,572
Net loss on bonds interest rate swap (2,869,669) (3,174,837)
Total Other Income (Expenses) (10,646,696) (4,480,587)
(DECREASE) INCREASE IN UNRESTRICTED NET ASSETS (3,729,222) 446,063
UNRESTRICTED NET ASSETS, BEGINNING OF YEAR 68,628,480 68,182,417

UNRESTRICTED NET ASSETS, END OF YEAR $ 64,899,258 $ 68,628,480

See the accompanying notes to consolidated financial statements.
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LOS ANGELES COUNTY FAIR ASSOCIATION

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31,

2010

2009

Cash Flows from Operating Activities:

(Decrease) Increase in unrestricted net assets

Adjustments to reconcile increase (decrease) in unrestricted net
assets to net cash flows from operating activities:

$ (3729222) $ 446,063

Net loss on interest rate swap 2,869,669 3,174,837
Gain on retirement of 2000 Bonds interest rate swap - (3,562,572)
Amortization of bond issuance costs 29,157 42,958
Write off of 2000 Bonds issuance costs - 356,762
Depreciation and expense 5,867,573 5,866,353
Loss on disposal of assets - 468,975
Change in operating assets and liabilities:

Accounts and notes receivable, net (92,088) 2,181,059
Other assets 39,015 (319,206)
Accounts payable (3,672,046) 2,532,907
Accrued expenses and other liabilities 890,410 (2,039,689)
Deferred revenue (122,186) (51,615)
Net Cash Flows from Operating Activities 2,080,282 9,096,832

Cash Flows from Investing Activities:
Purchase of investments (21,882,083) (96,430,915)
Proceeds from sale and maturity of investments 24,881,572 100,172,228
Decrease (Increase) in Board designated funds 8,892,585 (24,107,251)
Purchase of property and equipment (11,706,610) (6,746,690)
Net Cash Flows from Investing Activities 185,464 (27,112,628)

Cash Flows from Financing Activities:
Repayment of notes and bonds payable (565,000) (338,690)
Proceeds from issuance of bonds - 20,621,740
Payment of 2010 Bonds issuance costs (628,075) (614,137)
New capital lease obligations - 141,501
Repayment of capital lease obligations (40,182) (32,009)
Net Cash Flows from Financing Activities (1,233,257) 19,778,405
Net Increase in Cash and Cash Equivalents 1,032,489 1,762,609
Cash and Cash Equivalents at Beginning of Year 3,997,186 2,234,577

Cash and Cash Equivalents at End of Year $ 5,029,675 $ 3,997,186

SUPPLEMENTAL DISCLOSURE OF CASH FLOW
INFORMATION:

Cash Paid for Interest $ 3322422 $ 2,675,034

See the accompanying notes to consolidated financial statements.

4



LOS ANGELES COUNTY FAIR ASSOCIATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization

The Los Angeles County Fair Association (the Association) is organized as a nonprofit organization and is
tax exempt under the provisions of the Internal Revenue Code. The Association conducts the annual
Los Angeles County Fair (the Fair) and numerous events during the year. Fairplex Racing, Inc. was
organized in 1986 as a for-profit corporation for the purpose of conducting harness racing and is subject to
income taxes under the Internal Revenue Code. During 1998, Fairplex Racing, Inc. was renamed Fairplex
Enterprises, Inc (FEI). The Sheraton Fairplex Hotel (Sheraton) is owned by the Association and provides
lodging, food, and banquet facilities for guests at the property. The Sheraton operates under a franchise
license support, service, and management agreement with Sheraton, expiring in 2014, which can be
extended upon mutual agreement for two additional five-year periods. In July 2002, Fairplex Equines
Sales, LLC (FES) was formed to purchase the general partner interest in Barretts Equine Limited (Barretts).
FES is owned 99.99 percent by the Association and 0.01 percent by FEI. Barretts conducts equestrian
auctions and other activities at facilities leased from the Association. In April 2004, Cornucopia Foods,
LLC (Cornucopia) was formed as a for-profit corporation for the purpose of providing food and beverage as
the master concessionaire for the Fair and other events during the year. In February 2010, Event Production
Solutions, LLC (EPS) was formed for the purpose of renting out event and party equipment. In February 2010,
Fairplex RV and Boat Storage, LLC (RV and Boat Storage) was formed for the purpose of providing storage
space for RVs and boats. The Association is the sole member of both EPS and RV and Boat Storage.

Consolidation

The accompanying consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America and include the accounts of the Association
and its subsidiaries, Sheraton, FEI, FES, Barretts, Cornucopia, EPS, and RV and Boat Storage. All
significant intercompany balances and transactions have been eliminated.

Cash and Cash Equivalents

The Association considers all highly liquid investments with original maturities of three months or less to
be cash equivalents.

Board Designated Funds

Board designated funds consist of cash and short-term investments designated by the Association's Board of
Directors for facilities development in the amount of $19,709,198 and $29,351,783 at December 31, 2010 and
2009, respectively. These funds are carried at fair market value. Board designated funds include the remaining
proceeds from the issuance of the Series 2010 and 2009 bonds.



LOS ANGELES COUNTY FAIR ASSOCIATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Investments

Investments consist of mutual funds, government obligations, and commercial paper with original maturities
between 3 and 12 months. Investment securities are classified in three categories and accounted for as follows:
debt securities that the Association has the positive intent and ability to hold to maturity are classified as held-
to-maturity and are measured at amortized cost; debt and equity securities bought and held principally for the
purpose of selling in the near term are classified as trading securities and are measured at fair value, with
unrealized gains and losses included in earnings; debt and equity securities not classified as either held-to-
maturity or trading securities are deemed as available-for-sale and are measured at fair value, with unrealized
gains and losses, net applicable taxes, reported in a separate component of stockholders' equity. All gains and
losses are included in the statements of activities. Investment income consists principally of interest and
dividend income.

Accounts Receivable

Accounts receivable are stated at amounts due from customers and agencies net of an allowance for
doubtful accounts. The Association determines its allowance by considering a number of factors, including
the length of time receivables are past due, the Association's previous loss history, and the customer's
current ability to pay their obligations. Receivables are written off when they become uncollectible.

Property and Equipment

Property and equipment are recorded at cost. Depreciation and amortization are calculated using the
straight-line method over the estimated useful lives of the assets as follows:

Estimated
Useful Lives
Buildings and improvements 8 - 50 years
Equipment 3 - 20 years

Capital projects are capitalized at cost and will be depreciated over the estimated life upon completion of
the project. The costs of repairs and maintenance are charged to expense.

Impairment of Long-Lived Assets

The Association regularly reviews long-lived assets and intangible assets for impairment whenever events
or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. If the
sum of the expected future cash flows is less than the carrying amount of the asset, the Association
recognizes an impairment loss. For the years ended December 31, 2010 and 2009, no provision for
impairment losses was recorded.



LOS ANGELES COUNTY FAIR ASSOCIATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Bond Issuance Costs

Bond issuance costs are amortized using the straight-line method over the life of the Bonds. Bond issuance
costs were net of accumulated amortization of $29,157 at December 31, 2010.

Concentration of Credit Risk

Financial instruments that subject the Association to credit risk consist primarily of accounts receivable.
Concentrations of credit risk with respect to accounts receivable are generally diversified due to the large
number of entities composing the Association's customer base. The Association performs ongoing credit
evaluations of its customers and maintains an allowance for potential credit losses. Additionally, the
Association maintains cash balances at banks in excess of Federal Deposit of Insurance Corporation (FDIC)
limits. Cash at December 31, 2010, exceeded federally insured limits by $3,766,307. Management
believes credit risk is limited.

Accounts Payable and Unearned Income

Accounts payable represents current amounts due to the Association's vendors at December 31, 2010. The
unearned income balances primarily relate to prepayments and deposits at December 31, 2010, by
customers for rental of the Association's facilities.

Use of Estimates

In preparing financial statements in conformity with accounting principles generally accepted in the United
States of America, management is required to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Derivative Instruments

At the inception of a derivative contract, the Association designates the derivative as one of three types
based on the Association's intentions and belief as to likely effectiveness as a hedge. These three types are
(1) a hedge of the fair value of a recognized asset or liability or of an unrecognized firm commitment (fair
value hedge), (2) a hedge of a forecasted transaction or the variability of cash flows to be received or paid
related to a recognized asset or liability (cash flow hedge), or (3) an instrument with no hedging designation
(stand-alone derivative). For a fair value hedge, the gain or loss on the derivative, as well as the offsetting
loss or gain on the hedged item, are recognized in current earnings as fair values change. For a cash flow
hedge, the gain or loss on the derivative is reported in other comprehensive income and is reclassified into
earnings in the same periods during which the hedged transaction affects earnings. For both types of
hedges, changes in the fair value of derivatives that are not highly effective in hedging the changes in fair
value or expected cash flows of the hedged item are recognized immediately in current earnings. Changes
in the fair value of derivatives that do not qualify for hedge accounting are reported currently in earnings, as
noninterest income.



LOS ANGELES COUNTY FAIR ASSOCIATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Net cash settlements on derivatives that qualify for hedge accounting are recorded in interest income or
interest expense, based on the item being hedged. Net cash settlements on derivatives that do not qualify
for hedge accounting are reported in noninterest income. Cash flows on hedges are classified in the cash
flow statement the same as the cash flows of the items being hedged.

The Association formally documents the relationship between derivatives and hedged items, as well as the
risk-management objective and the strategy for undertaking hedge transactions at the inception of the
hedging relationship. This documentation includes linking fair value or cash flow hedges to specific assets
and liabilities on the balance sheet or to specific firm commitments or forecasted transactions. The
Association also formally assesses, both at the hedge's inception and on an ongoing basis, whether the
derivative instruments that are used are highly effective in offsetting changes in fair values or cash flows of
the hedged items. The Association discontinues hedge accounting when it determines that the derivative is
no longer effective in offsetting changes in the fair value or cash flows of the hedged item, the derivative is
settled or terminates, a hedged forecasted transaction is no longer probable, a hedged firm commitment is
no longer firm, or treatment of the derivative as a hedge is no longer appropriate or intended.

When hedge accounting is discontinued, subsequent changes in fair value of the derivative are recorded as
noninterest income. When a fair value hedge is discontinued, the hedged asset or liability is no longer
adjusted for changes in fair value and the existing basis adjustment is amortized or accreted over the
remaining life of the asset or liability. When a cash flow hedge is discontinued but the hedged cash flows
or forecasted transactions are still expected to occur, gains or losses that were accumulated in other
comprehensive income are amortized into earnings over the same periods which the hedged transactions
will affect earnings.

Revenue Recognition

Fair and year round events revenue is recognized upon admission, provision of services, or when products
are delivered to the customer. Sheraton revenue consists primarily of room rentals, food and beverage
sales, and other activities. Revenue is recognized when rooms are occupied and as services are performed.
Barretts revenue mainly consists of commissions and entry fees. Revenues are recognized upon provision
of service. Cornucopia revenue is recognized when food and beverage is sold to the customer. Grants and
contracts revenue is recognized as required expenses are incurred in accordance with the contract terms.

Advertising

Advertising costs are expensed as incurred. For the year ended December 31, 2010 and 2009, there were
$2,460,206 and $2,728,458, respectively, in advertising costs.



LOS ANGELES COUNTY FAIR ASSOCIATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Income Taxes

The Association is exempt from Federal income and California franchise taxes under Section 501(c)(5) of
the Internal Revenue Code and corresponding California provisions. Accordingly, no provision for income
taxes has been recorded in the financial statements. The Association annually files Forms 990, 199, and
RRF-1 with the appropriate agencies, as well as Forms 990T and 199T when applicable. The Association
has also been classified as an entity that is not a private foundation within the meaning of Section 509(a).

FEI is a for-profit entity. Income taxes are provided for under the liability method and, as such, deferred
income taxes are recognized for the tax consequences of temporary differences by applying enacted
statutory tax rates applicable to future years to differences between the financial statement carrying amounts
and the tax bases of existing assets and liabilities. A valuation allowance reduces deferred income tax
assets when it is more likely than not that some portion or all of the deferred income tax assets will not be
realized.

Fair Value

Fair values is the exchange price that would be received for an asset or paid to transfer a liability (an exit
price) in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants on the measurement date. Current accounting guidance establishes a fair value
hierarchy, which requires an entity to maximize the use of observable inputs and minimize the use of
unobservable inputs when measuring fair value. The guidance describes three levels of inputs that may be
used to measure fair value:

Level 1. Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity
has the ability to access as of the measurement date.

Level 2: Significant other observable inputs (other than Level 1 prices) such as quoted prices for
similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data.

Level 3: Significant unobservable inputs that reflect an entity’'s own assumptions about the factors that
market participants would use in pricing an asset or liability.

All of the Association's investments as disclosed in Note B are considered to be Level 2 investments, while
the Association's interest rate swap agreement associated with its Bonds as disclosed in Note D is
considered to be a Level 3 transaction.

Reclassifications
Certain reclassifications have been made to the 2009 financial statements to conform with the 2010

presentation, with no effect on previously reported increase in net assets or the unrestricted net asset
balance.



LOS ANGELES COUNTY FAIR ASSOCIATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Subsequent Events

The Association has evaluated subsequent events for recognition and disclosure through March 29, 2011,
which is the date the financial statements were available to be issued.

NOTE B - INVESTMENTS
Fair Value Measurements

The following table presents the balances of the assets measured at fair value on a recurring basis as of
December 31, 2010.

Level 1 Level 2 Level 3 Total
Money market accounts $ - $20459,198 % - $ 20,459,198
Commercial paper - 2,504,072 - 2,504,072
$ - $ 22,963,270 $ - $ 22,963,270

The following table presents the balances of the assets measured at fair value on a recurring basis as of
December 31, 2009.

Level 1 Level 2 Level 3 Total
Money market accounts $ - $29351,783 % - $ 29,351,783
Commercial paper - 5,503,561 - 5,503,561
$ - $ 34,855,344 $ - $ 34,855,344

10



LOS ANGELES COUNTY FAIR ASSOCIATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009
NOTE C - PROPERTY AND EQUIPMENT, NET
Property and equipment consist of the following:

December 31,

2010 2009
Non Depreciable Assets
Land $ 368,808 $ 368,808
Capital projects in process 17,818,568 11,700,785
Subtotal Non Depreciable Assets 18,187,376 12,069,593
Depreciable Assets
Buildings and improvements owned by the
Association on County land 124,345,711 123,868,651
Equipment, tools, and implements 27,396,322 22,209,018
151,742,033 146,077,669
Accumulated Depreciation (74,114,504) (68,171,394)
Subtotal Depreciable Assets 77,627,529 77,906,275
Property and Equipment, Net $ 95,814,905 $ 89,975,868

Certain buildings have had a lien in the amount of $1.75 million placed on them for 15 years as a condition
of receiving $1.75 million in EDA grant monies. Depreciation expenses were $5,867,573 and $5,866,353
for the years ended December 31, 2010 and 2009, respectively.
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LOS ANGELES COUNTY FAIR ASSOCIATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE D - LONG-TERM DEBT

Long-term debt consists of the following at December 31:

2010 2009

Bonds payable, Taxable Variable Rate Demand Revenue
Bonds Series 2009, due in varying installments through
November 2039, at a fixed rate of 4.805% at December 31, 2010. $ 24,665,000 $ 49,485,000
Bonds payable, Tax Exempt Series 2010 Recovery Zone Bonds,
due in varying installments through November 2039, at a fixed
rate of 3.430% at December 31, 2010. 24,255,000 -
Note payable, purchase of racing license rights, payment
suspended until resumption of harness racing. 433,125 433,125
Other capital lease obligations 69,310 109,492

49,422 435 50,027,617
Less Current Portion 657,361 613,514
Long-Term Debt $ 48,765,074 $ 49,414,103
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LOS ANGELES COUNTY FAIR ASSOCIATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE D - LONG-TERM DEBT - Continued

During the year ended December 31, 2009, the Association issued $49,650,000 of Taxable Variable Rate
Demand Revenue Bonds Series 2009 (the 2009 Bonds). Proceeds from the issuance of the 2009 Bonds
were used to retire the Taxable Variable Rate Demand Revenue Bonds Series 2000 (the 2000 Bonds) and
the non-revolving lines of credit in the amount of approximately $26,364,000 and $2,738,000, respectively.
The Association's Board of Directors designated the remaining proceeds to be used for the construction of
the new Conference center. The Bonds were secured by an irrevocable direct-pay letter of credit (the Letter
of Credit) issued by banks, in favor of the trustee, in the amount of $50,482,488, $49,650,000 to be drawn
upon to pay the unpaid principal amount of the Bonds outstanding, and up to $832,488 to be drawn upon to
pay accrued and unpaid interest on the Bonds. The Letter of Credit was set to terminate at the earliest of
events described in the Letter of Credit agreement or August 26, 2012.

Concurrently with the issuance of the Letter of Credit, the Association executed a Reimbursement
Agreement with the banks, which, among other things, set the terms and conditions whereby the
Association is required to repay the banks any amounts drawn by the trustee under the Letter of Credit and
grant the banks certain security interests in certain collateral of the Association. Under the Reimbursement
Agreement, the Association agreed to comply with various covenants as defined in the Reimbursement
Agreement. Bond issuance costs incurred in connection with the 2009 Bonds of approximately $614,000
have been included in other assets in the accompanying consolidated statements of financial position.
These Bonds were secured by the gross revenues of the Association.

During the year ended December 31, 2010, the Los Angeles County Regional Financing Authority
(Authority) issued $24,255,000 of Tax Exempt Series 2010 Recovery Zone Bonds (the 2010 Bonds) on
behalf of the Association. Proceeds from the issuance of the 2010 Bonds were used to retire $24,255,000 of
the Taxable 2009 Bonds. Upon retirement of the portion of the 2009 Bonds retired, a portion of the swap
agreement relating to the retired portion was terminated, as described below. In connection with the 2010
Bonds, the Association entered into a Loan Agreement with the Authority and a Continuing Covenant
Agreement with the financial institution purchasing the 2010 Bonds. The Loan Agreement provides for the
payment to the Authority of loan payments equal to debt service on the 2010 Bonds. The Continuing
Covenant Agreement contains various covenants and agreements of the Association, and also provides for
the amendment of certain covenants found in the 2009 Bonds such that the 2010 Bond covenants and 2009
Bond covenants are the same. All covenants relating to these bonds under the Loan Agreement and the
Continuing Covenant Agreement were met at December 31, 2010. Bond issuance costs incurred in
connection with the 2010 Bonds of approximately $628,000 have been included in other assets in the
accompanying consolidated statements of financial position. The existing Letter of Credit related to the
remaining 2009 Bonds was extended to August 26, 2013. All bonds are secured by the gross revenues of
the Association.
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LOS ANGELES COUNTY FAIR ASSOCIATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE D - LONG-TERM DEBT - Continued

In conjunction with the Association's 2010 and 2009 issuance of variable rate debt, the Association entered
into interest rate swap agreements with a financial institution counter party. Pursuant to the swap
agreement relating to the 2009 Bonds, the Association pays a fixed rate of 4.805 percent, and the
counterparty pays a rate equal to the variable rate on the 2009 Bonds. Pursuant to the swap agreement
relating to the 2010 Bonds, the Association pays a fixed rate of 3.43 percent, and the counterparty pays a
rate equal to the variable rate on the 2010 Bonds. At December 31, 2010, the notional amount of the
interest rate swap agreements was $48,920,000. The Association entered into these agreements to lock in a
fixed interest rate on the variable rate debt and is not using this agreement for speculative purposes. The
value of the swap instrument represents the estimated cost to the Association to cancel the agreement at the
reporting date, which is based on pricing models that consider risks and market factors. The liability for the
interest rate swap at December 31, 2010 and 2009, was $6,044,506 and $3,174,837, respectively.

The amount recorded in the statements of activities represents the effect on net assets for changes in the
swap's fair value is a loss of $2,869,669 for the year ended December 31, 2010, and a loss of $3,174,837 for
the previous swap agreement for the year ended December 31, 2009. The swap agreement related to the
2000 Bonds was terminated in conjunction with the issuance of the 2009 Bonds.

The Association has $3,000,000 available under other lines of credit. No amounts were outstanding under
these lines of credit at December 31, 2010 and 2009.

Future principal maturities of long-term debt is as follows:

Taxable
Variable Rate Recovery
Demand Zone
Revenue Facility Capital
Bonds Bonds Lease
Year Ending Series 2009 Series 2010 Obligations Other Total
2011 $ 605000 $ - $ 52361 $ - $ 657361
2012 640,000 - 16,949 - 656,949
2013 685,000 - - - 685,000
2014 730,000 - - - 730,000
2015 780,000 - - - 780,000
Thereafter 21,225,000 24,255,000 - 433,125 45,913,125

$ 24665000 $ 24255000 $ 69,310 $ 433125  $ 49,422,435
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LOS ANGELES COUNTY FAIR ASSOCIATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE E - EMPLOYEE BENEFIT PLANS

The Association has a defined contribution savings plan in effect under Section 401(k) of the Internal
Revenue Code and a Profit Sharing Plan. Under the 401(k) plan, each participant is able to defer the
maximum amount of compensation allowed by law. The Association contributed 3 percent to each eligible
employee's account in 2010 and 2009. Each employee is eligible after 1,000 hours of employment.

Under the Profit Sharing Plan, each participant is granted a percentage of compensation before deduction.
During both 2010 and 2009, the grant was 7 percent as determined by the Board of Directors of the
Association in January of each year. Each employee who has completed 1,000 hours of service each year,
and is employed at year end, is eligible to participate.

The Association contributed to various pension plans under union and industry-wide agreements.
Contributions are based on the hours worked by or gross wages paid to covered employees. The
Association similarly makes payments to various union and industry-wide health and welfare plans.

The Association's total expense for the aforementioned plans was $1,419,175 and $1,506,971 for the years
ended December 31, 2010 and 2009, respectively.

In 2010, the Association implemented The Value Creation Sharing Plan, also referred to as the Executive
Long-Term Incentive Program (the ELTI Plan). The ELTI Plan is designed to provide a long-term
incentive opportunity to key executives who are in a position to effect the long-term, sustainable financial
and operation growth of the Association. The effective date of the ELTI Plan is January 1, 2010, with the
first payment being due subsequent to 2012. As of December 31, 2010, there was $248,000 accrued for the
ELTI Plan.

NOTE F - LEASE AGREEMENT

The Association leases the majority of its property from the County of Los Angeles (the County). A lease
with the County was executed in 1988 to enable the Association to complete the Hotel Project, Equestrian
Center, and Pavilion Project. The term of the lease is for 56 years commencing January 1, 1988. The
Association also has the option to renew for two five-year terms. During the term of the lease, the
Association pays as rent to the County a percentage of the gross revenues derived from the use of the
property and received by the Association. The percentage of gross revenues payable as rent is divided
among Fair Revenues (1.5 percent of gross revenues), Interim Revenues (5.0 percent), and Parcel 1
Revenue (75 percent). Certain adjustments to these percentages will be made during the term of the lease.

Lease expense included in general and administrative expense in the accompanying consolidated statements
of activities for the years ended December 31, 2010 and 2009, was $999,460 and $1,204,824, respectively.
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LOS ANGELES COUNTY FAIR ASSOCIATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010 AND 2009

NOTE G - CONTINGENCIES

The Association is involved in various lawsuits arising in the ordinary course of business. In the opinion of
management, based on the advice of legal counsel, the resolution of these lawsuits will not have a material
effect on the financial statements of the Association.

The Association receives financial assistance from Federal agencies in the form of grants. The
disbursement of funds received under these programs generally requires compliance with terms and
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any
disallowed claims resulting from such audits could become a liability of the Association. However, in the
opinion of management, any such disallowed claims will not have a material adverse effect on the overall
financial position of the Association at December 31, 2010.
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]" E. I Vavrinek, Trine, Day & Co., LLP
Certified Public Accountants

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Los Angeles County Fair Association
Pomona, California

We have audited the financial statements of the Los Angeles County Fair Association (a nonprofit organization)
(the Association) as of and for the year ended December 31, 2010, and have issued our report thereon dated
March 29, 2011. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Association's internal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Association's internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Association's internal control over financial reporting.

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 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.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above.
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Compliance and Other Matters

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

We noted certain matters that we reported to management of the Association in a separate letter dated March 29,
2011.

The Association's responses to the findings identified in our audit are included within the management letter
comments. We did not audit the Association's responses and, accordingly, we express no opinion.

This report is intended solely for the information and use of the Board of Directors, management, others within

the Association, and Federal awarding agencies and pass-through entities and is not intended to be and should not
be used by anyone other than these specified parties.

UMMQ&U% Uy, LLP

Rancho Cucamonga, California
March 29, 2011
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