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Certified
I I l Public
Accountants

Independent Auditor’s Report

To the Board of Directors of
Team San Jose
San José, California

Opinion

We have audited the financial statements of Team San Jose, which comprise the statements of financial
position as of June 30, 2026 and 2025, and the related statements of activities, functional expenses, and
cash flows for the years then ended, and the related notes to the financial statements, as listed in the table
of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the financial position of Team San Jose as of June 30, 2026 and 2025, and the changes in its net
assets and its cash flows thereof for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Team San Jose and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Team San Jose’s management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of America,
and for the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Team San Jose’s ability to continue
as a going concern for one year after the date that the financial statements are issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not
a guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered material if there is a substantial likelihood
that, individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

Macias Gini & O’Connell LLP
2121 N. California Boulevard, Suite 750 www.mgocpa.com
Walnut Creek, CA 94596



In performing an audit in accordance with GAAS, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Team San Jose’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Mhcias i { OComel (5P

Walnut Creek, California
October 5, 2026



TEAM SAN JOSE
Statements of Financial Position
June 30, 2026 and 2025

Assets
Current assets:
Cash and cash equivalents
Restricted cash
Prepaid expenses
Inventory
Related party receivable

Total current assets
Property and equipment, net

Total assets

Liabilities
Current liabilities:
Accounts payable
Accrued expenses and other current liabilities
Accounts payable - event related
Related party payable
Deferred revenue

Total liabilities

Net Assets
Without donor restrictions:
Undesignated
Board designated

Total net assets

Total liabilities and net assets

2026 2025

3,070,519 3,004,104
809,001 1,112,534
218,642 264,774
9,768 9,768
191,818 103,095
4,299,748 4,494,275
- 1,012
4,299,748 4,495,287
92,776 8,430
989,353 975,329
809,001 1,112,534

837 -

38,972 -
1,930,939 2,096,293
1,747,119 1,794,846
621,690 604,148
2,368,809 2,398,994
4,299,748 4,495,287

See accompanying notes to the financial statements.



TEAM SAN JOSE
Statements of Activities
For the Years Ended June 30, 2026 and 2025

2026 2025
Revenues and Support:
City of San Jose:
Convention and visitors bureau services revenue $ 6,909,902 $ 6,436,113
Incentive fees 300,000 250,000
Donated use of facilities 195,368 186,065
Convention services 11,129 10,805
Visitor services - 6,519
Administrative fees 24,000 24,000
Investment income, net 34,011 31,390
Total revenues and support 7,474,410 6,944,892
Expenses:
Program services:
Convention marketing and promotion 3,226,274 2,260,796
Convention services 107,772 126,227
Support services:
General and administrative 2,395,197 2,453,598
Sales and management services 1,775,352 1,620,680
Total expenses 7,504,595 6,461,301
Change in Net Assets (30,185) 483,591
Net Assets:
Net assets without donor restrictions, beginning of year 2,398,994 1,915,403
Net assets without donor restrictions, end of year $ 2,368,809 $ 2,398,994

See accompanying notes to the financial statements.
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Salaries and Benefits
Advertising
Marketing
Professional Services
Telephone
Travel Expense
Recruiting and Training
Office Expenses and Supplies
Donated use of Facilities
Dues & Subscription
Depreciation Expense
Insurance Expense
Other Expense

Total expenses

Percent of Expenses

TEAM SAN JOSE

Statement of Functional Expenses
For the Year Ended June 30, 2026

Program Services

Support Services

Convention Sales and
Marketing and Convention General and Management
Promotion Services Administrative Services Total
$ 478,252 $ 106,250 $ 1,617,938 $ 1,480,102 3,682,542
502,616 - - - 502,616
2,018,743 - - 111,408 2,130,151
50,913 - 124,802 11,055 186,770
5,137 1,522 32,279 21,412 60,350
54,330 - 79,647 134,455 268,432
36,620 - 19,843 2,400 58,863
2,329 - 106,778 1,069 110,176
- - 195,368 - 195,368
77,334 - 149,292 13,451 240,077
- - 1,012 - 1,012
- - 36,015 - 36,015
- - 32,223 - 32,223
$ 3,226,274 $ 107,772 $ 2,395,197 $ 1,775,352 7,504,595
43% 1% 32% 24% 100%

See accompanying notes to the financial statements.
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Salaries and Benefits
Cost of Sales
Advertising
Marketing
Professional Services
Telephone
Travel Expense
Recruiting and Training
Office Expenses and Supplies
Donated use of Facilities
Dues & Subscription
Depreciation Expense
Insurance Expense
Other Expense

Total expenses

Percent of Expenses

TEAM SAN JOSE

Statement of Functional Expenses
For the Year Ended June 30, 2025

Program Services

Support Services

Convention Sales and
Marketing and Convention General and Management
Promotion Services Administrative Services Total
$ 216,185 $ 117,082 $ 1,822,889 $ 1,360,494 3,516,650
- 6,752 - - 6,752
500,503 - - - 500,503
1,382,505 - - 83,997 1,466,502
43,172 - 49,134 16,682 108,988
4,607 2,393 22,359 28,229 57,588
63,249 - 71,745 112,501 247,495
2,547 - 5,947 - 8,494
1,098 - 96,864 998 98,960
- - 186,065 - 186,065
46,930 - 140,984 17,779 205,693
- - 1,105 - 1,105
- - 33,926 - 33,926
- - 22,580 - 22,580
$ 2,260,796 $ 126,227 $ 2,453,598 $ 1,620,680 6,461,301
35% 2% 38% 25% 100%

See accompanying notes to the financial statements.
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TEAM SAN JOSE
Statements of Cash Flows
For the Years Ended June 30, 2026 and 2025

2026 2025

Change in net assets $ (30,185) $ 483,591
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activties
Depreciation and amortization 1,012 1,105
Change in operating assets and liabilities:

Accounts receivable - 475
Prepaid expenses 46,132 (71,356)
Inventory - -

Related party receivable (88,723) 1,475,638
Accounts payable 84,346 (484,268)

Accrued expenses and other current liabilities 14,024 17,099

Related party payable 837 -

Deferred revenue 38,972 -
Accounts payable - event related (303,533) 333,934

Net cash provided by (used in) operating activties (237,118) 1,756,218

Net increase (decrease) in cash, cash equivalents and restricted cash (237,118) 1,756,218
Cash, cash equivalents and restricted cash, beginning of year 4,116,638 2,360,420
Cash, cash equivalents and restricted cash, end of year $ 3,879,520 $ 4,116,638
Cash and cash equivalents $ 3,070,519 $ 3,004,104
Restricted cash 809,001 1,112,534
Total cash, cash equivalents and restricted cash $ 3,879,520 $ 4,116,638

See accompanying notes to the financial statements.



TEAM SAN JOSE
Notes to the Financial Statements
For the Years Ended June 30, 2026 and 2025

NOTE 1 - NATURE OF ACTIVITIES

Team San Jose (the Organization) was formed in December 2003 in response to a request for proposal by
the City of San José (the City) for the management and operations of the convention center. The
Organization is incorporated as a nonprofit corporation in the state of California to advertise, promote, and
publicize San José, California as a site for meetings, conventions, conferences, trade shows, and other
events at the City’s facilities and area hotels in a manner that results in a positive economic impact for the
City. The Organization promotes the City as a destination for business and leisure travel.

The Organization participates in and coordinates activities with the City’s Office of Economic Development
and other City agencies related to the branding of the City for the purpose of local, national, and
international identity. The Organization also manages a Convention and Visitor Bureau (CVB) Advisory
Group with other organizations that support economic development, communications, and marketing in the
City in order to develop and provide input and suggestions that support and cross-promote San José as a
destination. Under an agreement with the City, certain expenditures made by the Organization in connection
with its activities are reimbursed by the City.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The Organization segregates its assets, liabilities and operations into two categories: without donor
restrictions and with donor restrictions. The Organization’s net assets and changes therein are classified
and reported as follows:

Net assets without donor restrictions consist of net assets for which there are no donor-imposed
restrictions, or such donor-imposed restrictions were temporary and expired during the current or
previous periods.

Net assets with donor restriction consist of amounts receivable or received that are restricted for
specific purposes or for subsequent periods. Some contributions received from donors are required
to be maintained in perpetuity, while others expire over time or when the donor-imposed
restrictions are satisfied. When a donor restriction expires, net assets with donor restrictions are
reclassified to net assets without donor restrictions and reported in the statements of activities as
net assets released from restriction.

Undesignated Net Assets

Undesignated net assets are the cumulative excess of revenues and support over expenses since the
inception of the Organization, unless designated by the Board of Directors (the Board).



TEAM SAN JOSE
Notes to the Financial Statements (Continued)
For the Years Ended June 30, 2026 and 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Board Designated Net Assets

Board designated net assets are net assets without donor restrictions and designated by the Board as a
reserve for unexpected changes in the economy, contracts, or specific projects. The reserve is the minimum
of one month’s operating expenses based on next year’s budgeted operating expenses. The Board
designated net assets at June 30, 2026 and 2025, were $621,690 and $604,148, respectively.

Revenue Recognition

The Organization determines revenue recognition for its revenue-generating activities in accordance with
accounting principles generally accepted in the United States of America. Those standards require the
Organization apply the following steps:

Identification of the contract or agreement with a grantor or customer

Identification of the performance obligations in the contract or agreement

Determination of the transaction price

Allocation of the transaction price to the performance obligations in the contract or agreement
Recognition of revenues when, or as, the Organization satisfies a performance obligation

The Organization receives a majority of its revenues and support from the City. The Organization has a
convention and visitors bureau services agreement (the Agreement) with the City, effective through
June 30, 2029. Under the Agreement, payments are made to the Organization based upon its annual
operating budget approved by the City. Revenues were recognized based upon the approved budget over
the contract years presented.

Under a separate management agreement with the City, the Organization receives incentive fees from the
City to operate the San Jos¢ McEnery Convention Center, the City’s cultural facilities and the San José
Visitors Bureau. Under the Organization's agreement, incentive fees paid are based on the Organization's
performance in the prior year. Incentive fees were $300,000 and $250,000 for the years ended June 30,
2026 and 2025, respectively.

Convention and visitor services revenues include rental and registration services. The revenues are
recognized when the services are provided.

Membership fees, which are included in visitor services revenue, are recognized as revenue ratably over
the period of the membership. Deferred revenue is a contract liability consisting of membership dues
billed or paid but not recognized as revenues. The Organization has deferred revenue of $38,972 and $0
as of June 30, 2026 and 2025, respectively.



TEAM SAN JOSE
Notes to the Financial Statements (Continued)
For the Years Ended June 30, 2026 and 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Contributed Nonfinancial Assets

The Organization may receive various donated products and services in connection with providing services
to its members. Donated products and services are recorded at their estimated fair value. During the year
ended June 30, 2026 and 2025, there were no donated products and services provided to the Organization.

The Organization receives free use of its facilities from the City, which is recorded as donated use of
facilities. The Agreement with the City provides the Organization with office space and equipment to enable
it to perform its obligations. The Organization occupied a building owned by the City, for which it had not
been charged rent. The terms for the office space used may be revised or canceled by the City during the
term of the Agreement. Therefore, the Organization recorded the fair value of the free rent received. For
the year ended June 30, 2026 and 2025, the Organization recognized the fair value of contributed use of the
City’s facilities in the amount of $195,368 and $186,065 respectively. Fair value is based on the fair market
price of a similar office space owned and leased out by the City.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, disclosure of contingent assets and liabilities and reported amounts of
revenues, support and expenses in the financial statements and related notes. Actual results could differ
from those estimates.

Cash Equivalents

The Organization considers all short-term, highly liquid investments purchased with an original maturity
of three months or less to be cash equivalents. The Organization held cash equivalents in negotiable
certificate of deposits of $747,000 and $498,000 at June 30, 2026 and 2025, respectively.

Restricted Cash

Restricted cash consists of prepaid ticket sales collected on behalf of other organizations for which there is
an offsetting liability on the statement of financial position. Restricted cash at June 30, 2026 and 2025 were
$809,001 and $1,112,534, respectively.

Investments and Investment Income

Investments are reported at fair value based on quoted market prices. Investment income is recorded on the
accrual method of accounting and dividends are recorded at the ex-dividend date. Unrealized gains and

losses are included in investment income. At June 30, 2026 and 2025, the Organization did not have any
investments.
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TEAM SAN JOSE
Notes to the Financial Statements (Continued)
For the Years Ended June 30, 2026 and 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Concentrations of Credit Risk

Financial instruments, which potentially subject the Organization to concentrations of credit risk, consist
primarily of cash, cash equivalents, investments, and accounts receivable. The Organization maintains its
cash with three major financial institutions. The Federal Deposit Insurance Corporation insures deposits up
to $250,000 at each institution. The Organization is exposed to credit risk in the event of default by the
domestic financial institution to the extent cash, cash equivalents, and investments are in excess of the
amount insured. Cash and cash equivalents totaling $3,125,298 and $3,371,411 are uninsured at June 30,
2026 and 2025, respectively. The Organization’s cash, cash equivalents and investments are managed by
the Organization’s Board of Directors and Finance Committee.

The Organization estimates the collectability of its accounts receivable based on payment due dates and
provides an allowance for potential credit losses as necessary. Historically, such losses have been within
management’s expectations.

Property and Equipment

The Organization capitalizes property and equipment acquisitions over $5,000. Property and equipment are
stated at cost and depreciated over the estimated useful life between three and five years using the straight-
line method. Leasehold improvements are amortized over their estimated useful life of 15 years using the
straight-line method.

Income Taxes

The Organization is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue
Code (the Code) and state franchise taxes under Section 23701d of the California Revenue and Taxation
Code.

The Organization uses the “more likely than not” criterion for recognizing the income tax benefit of its
income tax exempt status and establishing measurement criteria for liabilities resulting from the loss of that
status. The Organization believes its income tax filing positions will be sustained upon examination and,
accordingly, has not recorded any accruals for interest and penalties at June 30, 2026 and 2025 for uncertain
income tax positions. In the event the Organization should need to recognize interest and penalties related
to unrecognized tax liabilities, this amount will be recorded as an accrued liability and an increase to income
tax expense.

Although the Organization is recognized as tax exempt, it is still liable for income tax on its unrelated
business taxable income (UBTI). The Organization does not believe it has UBTI that would have resulted
in an income tax liability at June 30, 2026 and 2025.

The Organization’s federal exempt organization business income tax return (Form 990) is subject to
examination, generally for three years after it is filed with the Internal Revenue Service. The Organization’s
California exempt organization business income tax return is subject to examination, generally for four
years after it is filed with the Franchise Tax Board.
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TEAM SAN JOSE
Notes to the Financial Statements (Continued)
For the Years Ended June 30, 2026 and 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Advertising, Marketing and Promotions

Advertising and marketing expenses consist of collateral, brochures, promotional materials and special
promotions. The Organization expenses advertising and marketing costs as incurred. Advertising and
marketing expenses were $2,632,767 and $1,967,005 for the years ended June 30, 2026 and 2025,
respectively.

Statements of Functional Expenses

The costs of providing the Organization’s various programs and services have been summarized on a
functional basis in the statements of functional expenses. Direct expenses are allocated to the related
program or service benefited. Indirect expenses are allocated to programs and services based on operating
expenses incurred and management’s estimates of time and effort. The expenses allocated include
personnel, dues and subscriptions, and marketing costs.

NOTE 3 - LIQUIDITY AND AVAILABILITY OF RESOURCES

The table below represents assets available for general expenses within twelve months at June 30:

2026 2025
Cash and cash equivalents $ 3,070,519 $ 3,004,104
Related party receivable 191,818 103,095
Total $ 3,262,337 $ 3,107,199

The Organization monitors liquidity and the availability of its resources on an ongoing basis to ensure
adherence to donor restrictions, contractual commitments and legal requirements for the use of funds.

NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment consist of the following at June 30:

2026 2025
Computers and equipment $ - $ 203,151
Furniture and fixtures - 90,245
Leasehold improvements - 24,509
Total - 317,905
Accumulated depreciation and amortization - (316,893)
Property and equipment, net $ - $ 1,012
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TEAM SAN JOSE
Notes to the Financial Statements (Continued)
For the Years Ended June 30, 2026 and 2025

NOTE 5 - COMMITMENTS AND CONTINGENCIES
Indemnification Agreements

Pursuant to the Agreement with the City, the Organization defends, indemnifies, holds harmless, and agrees
to reimburse the indemnified party for losses suffered or incurred by the indemnified party, generally the
City, its officers, agents and employees, with respect to its services under the Agreement. The term of the
indemnifications is generally perpetual any time after execution of the Agreement. The maximum potential
amount of future payments the Organization could be required to make under the indemnifications is
unlimited. The Organization has never incurred costs to defend lawsuits or settle claims related to the
indemnification agreements. As a result, the Organization believes the estimated fair value of potential
indemnification obligations is minimal at June 30, 2026 and 2025.

The Organization also indemnifies its officers, directors, employees and other agents for certain events or
occurrences, subject to certain limits, while the individuals are or were serving at its request in such capacity.
The term of the indemnification period is for the individual's lifetime. The maximum amount of potential future
indemnification is unlimited; however, the Organization has a director and officer insurance policy that limits
its exposure and enables it to recover a portion of any future amounts paid. As a result of its insurance policy
coverage, the Organization believes the fair value of potential indemnification obligations is minimal.

Legal

In the normal course of business, the Organization may receive inquiries or become involved in legal
disputes that are not covered by insurance. The Organization is not aware of any legal claims at
June 30, 2026 and 2025, in the opinion of management, any liabilities resulting from potential future
claims would not have a material adverse effect on the Organization’s financial position or results of
operations.

NOTE 6 - EMPLOYEE RETIREMENT PLAN

The Organization has a 401(k) plan (the Plan) to provide defined contribution retirement benefits for all
employees meeting certain employment service requirements. Participants may contribute a portion of
their compensation to the Plan, up to a prescribed maximum, subject to limitations under the Code. The
Organization may make matching or discretionary contributions. The Organization’s contributions were
$168,666 and $141,816 for the years ended June 30, 2026 and 2025, respectively.

NOTE 7 - RELATED PARTY TRANSACTIONS

The Organization provides accounting and other administrative services to San Jose Hotels, Inc. (SJTHI),
a related party. The Organization charged SJTHI $24,000 for the years ended June 30, 2026 and 2025 for
the administrative services. The Organization is also reimbursed for certain direct costs incurred. The
Organization has a payable to SJHI of $837 as of June 30, 2026, and a receivable from SJHI of $35,131
as of June 30, 2025.

The Organization provides accounting and other administrative services to the Convention and Cultural
Facilities (CCF), a related party. In addition, the City has an agreed upon resource allocation between the
Organization and CCF. The Organization had net allocation expenses of ($2,233,542) and ($2,123,373)
for the years ended June 30, 2026 and 2025, respectively. The Organization is also reimbursed for certain
direct costs incurred. The Organization has a net receivable from CCF of $191,818, and $67,964 as of
June 30, 2026 and 2025, respectively.
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TEAM SAN JOSE
Notes to the Financial Statements (Continued)
For the Years Ended June 30, 2026 and 2025

NOTE 7 - RELATED PARTY TRANSACTIONS (CONTINUED)

In addition to incentive fees and donated use of facilities, in accordance with the Agreement, the
Organization receives contributions from the City for operations. The contributions from the City were
$6,909,902 and $6,436,113, respectively, for the year ended June 30, 2026 and 2025. At June 30, 2026
and 2025, there were no receivable from the City.

NOTE 8 - SUBSEQUENT EVENTS

Subsequent events have been evaluated through October 5, 2026, which is the date the financial statements
were approved by the Organization and available to be issued.
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