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We have audited the accompanying financial statements of Velodrome Fund, Inc. (a nonprofit
corporation), which comprise the statement of financial position as of December 31, 2019, and
the related statements of activities, functional expenses, and cash flows for the year then
ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
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entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Basis for Qualified Opinion

As explained in Note 3 to the financial statements, Velodrome Fund, Inc. leases the Velodrome
facility at a notional sum, the contributed value of which is not determinable due to the
uniqueness of the venue.

Qualified Opinion

In our opinion, except for the effects of the matter described in the Basis for Qualified Opinion
paragraph, the financial statements referred to above present fairly, in all material respects, the
financial position of Velodrome Fund, Inc. as of December 31, 2019, and the changes in its net
assets and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited the Velodrome Fund, Inc.'s 2018 financial statements, and we
expressed a qualified opinion on those financial statements in our report dated December 20,
2019. The basis for that qualified opinion was the same as described in the second preceding
paragraph above relative to the lack of a contributed value for the Velodrome facility lease. In
our opinion, the summarized comparative information presented herein as of and for the year
ended December 31, 2018 is consistent, in all material respects, with the audited financial
statements from which it has been derived.

Zegan, Levin, Blase, Brown & Savchak, P. L.

Allentown, Pennsylvania
November 23, 2020



VELODROME FUND, INC.

Statement of Financial Position
December 31, 2019, with Comparative Totals at December 31, 2018

Assets 2019 2018
Cash and cash equivalents $ 81,762 % 139,769
Accounts receivable, net of allowance 2,345 15,590
Retail inventory 4222 18,039
Investments 1,486,281 1,421,208
Property and equipment,
net of accumulated depreciation 245 512 260,256
Total assets 3 1,820,122 % 1,854 862
Liabilities
Accounts payable $ 12694 $ 79,870
Credit cards 2,890 2,354
Deferred revenue 2,060 8,160
Total liabilities 17,644 90,384
Net Assets
Without donor restrictions (2,921) 219,210
With donor restrictions 1,805,399 1,545 268
Total net assets 1,802,478 1,764,478
Total liabilities and net assets $ 1,820,122 $ 1,854,862

See accompanying notes to financial statements.
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VELODROME FUND, INC.

Statement of Activities

Year Ended December 31, 2019, with Comparative Totals for the Year Ended December 31, 2018

Support and revenues:
Contributions 3
Sponsorships
Interest and dividends,

net of fees
Net appreciation (depreciation)
of investments
Racing:
Ticket sales
Rider fees
Concessions
Retail sales
Special events:
Ticket sales
Vendor fees
Facility rentals
Miscellaneous

Expenses:
Racing
Development
Non-cycling
General and
administrative
Fund-raising

Change in net assets

Beginning net assets

Ending net assets $

Net Assets Net Assets
Without Donor With Donor Totals
Restrictions Restrictions 2019 2018
49,396 $ — 3 49,396 $ 63,589
331,695 24,000 355,695 344 870
708 38,313 39,021 43 997
9,099 197,818 206,917 (131,934)
48,128 — 48,128 43,528
51,491 — 51,491 40,527
22173 — 22,173 17,452
5,383 — 5,383 12,513
12,623 — 12,623 12,893
25,604 — 25,604 25,811
19,760 — 19,760 18,005
44,346 — 44 346 26,323
620,406 260,131 880,537 517,574
493,552 — 493,552 669,900
134,002 — 134,002 69,841
2,821 —_ 2,821 27,039
200,489 — 200,489 358,618
11,673 — 11,673 5,144
842 537 — 842 537 1,130,542
(222,131) 260,131 38,000 (612,968)
219,210 1,545,268 1,764,478 2,377,446
(2,921) $ 1,805,399 $ 1,802,478 $ 1,764 478

See accompanying notes to financial statements.
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VELODROME FUND, INC.

Statement of Cash Flows

Year Ended December 31, 2019 with Comparative Totals for the Year Ended December 31, 2018

Cash flows from operating activities:
Change in net assets

Adjustments to reconcile change in net assets to net cash

used in operating activities:

Depreciation

Bad debts

Net (appreciation) depreciation of investments
(Increase) decrease in accounts receivable
(Increase) decrease in retail inventory
Increase (decrease) in accounts payable
Increase in credit cards

Increase (decrease) in deferred revenue

Net cash used in operating activities
Cash flows from investing activities:
Proceeds from sales of investments
Purchases of investments
Purchases of property and equipment

Net cash provided by investing activities

Cash flows from financing activities:
Repayment of line of credit

Net cash used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning

Cash and cash equivalents, ending

Supplemental disclosure of cash flow information:
Interest paid

See accompanying notes to financial statements.

2019 2018
$ 38,000 $ (612,968)
14,744 28,283
— 12,350
(206,917) 131,934
13,245 (17,533)
13,817 (4,703)
(67,176) 37,117
536 2,354
(6,100) 3,215
(199,851) (419,951)
681,492 912,922
(539,648) (683,776)
— (26,469)
141,844 202,677
— (96,796)
— (96,796)
(58,007) (314,070)
139,769 453,839
$ 81,762 $ 139,769
$ — 3 1,958

Regan, Levin, Bloss, Brown & Savchak, P.C.
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VELODROME FUND, INC.

Notes to Financial Statements
December 31, 2019 and 2018

1. Nature of Activities:

Velodrome Fund, Inc. (the Organization) is a nonprofit organization which
operates, supports, and maintains the Velodrome facility and venue (a Lehigh
County-owned facility) located in Trexlertown, Pennsylvania.

2. Summary of Significant Accounting Policies:

Basis of Presentation

The Organization is required to report information regarding its financial position
and activities according to two classes of net assets: without donor restrictions
and with donor restrictions.

Without Donor Restrictions — Net assets that are not subject to donor-
imposed restrictions or law.

With Donor Restrictions — Net assets subject to donor-imposed restrictions.
Donor-imposed restrictions may be temporary in nature, such as those that
will be met by the passage of time or other events specified by the donor.
Other donor-imposed restrictions are permanent, where the donor stipulates
that resources be maintained in perpetuity.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

Property and Equipment

Acquisitions of property and equipment in excess of $2,500 are capitalized.
Property and equipment are carried at cost or, if donated, at fair value at the
date of donation. Depreciation is computed using the straight-line method over
the estimated useful lives of the property and equipment.

Revenue Recognition

Contributions received are recorded as with restrictions or without restrictions
depending on the existence and/or nature of any donor restrictions. All donor-
restricted support is reported as an increase in net assets with restrictions.
When a restriction expires (that is, when a stipulated time restriction ends or
purpose restriction is accomplished), net assets with restrictions are reclassified

(Continued)
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VELODROME FUND, INC.

Notes to Financial Statements
December 31, 2019 and 2018

to net assets without restrictions and reported in the statement of activities as
net assets released from restrictions.

Accounts Receivable

Accounts receivable are reported at the amount the Organization expects to
collect from outstanding balances. Differences between the amount due and the
amount the Organization expects to collect are reported in the results of
operations of the year in which those differences are determined, with an
offsetting entry to a valuation allowance for accounts receivable. Balances that
are still outstanding after the Organization has used reasonable collection efforts
are written off through a charge to the valuation allowance and a credit to
accounts receivable. As of December 31, 2019, no amounts were deemed
uncollectible.

Retail Inventory Valuation
Retail inventory is valued at the lower of cost (first-in, first-out) or market.

Advertising
Advertising costs are expensed as incurred. Advertising expense was $91,214
and $84,972 for the years ended December 31, 2019 and 2018, respectively.

Accounting for Long-Lived Assets

The Organization reviews long-lived assets for impairment whenever
circumstances and situations change such that there is an indication that the
carrying amounts may not be recoverable. The Organization believes that there
has been no impairment of its long-lived assets.

Contributed Services

Velodrome Fund, Inc. receives services donated by its sponsors. No amounts
have been reflected in the financial statements for those services because they
do not meet the criteria for recognition under Financial Accounting Standards
Board's Accounting Standard Codification (FASB ASC) 958, Not-for-Profit
Entities.

Functional Allocation of Expenses

The costs of providing the various programs and activities have been
summarized on a functional basis in the statement of activities. Expenses that
can be identified with a specific program or supporting service are allocated
directly according to their natural expenditure classification. Certain other costs

{Continued)
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VELODROME FUND, INC.

Notes to Financial Statements
December 31, 2019 and 2018

have been allocated among the programs and supporting services benefited.
The expenses that are allocated include payroll taxes (based on wages
incurred), facilities supplies, advertising, insurance, communications, occupancy
and utilities, and depreciation (allocated based on historical estimates of usage
between program and support functions).

Taxes

Velodrome Fund, Inc. is a not-for-profit corporation that is exempt from income
taxes under Internal Revenue Code Section 501(c)(3). The Organization has
adopted the provisions of FASB Interpretation No. 48, Accounting for
Uncertainty in Income Taxes (FASB ASC) 740-10. The Organization continually
evaluates expiring statutes of limitations, audits, proposed settlements, changes
in tax law, and new authoritative rulings in determining any uncertain tax
positions. The Organization files its Form 990 with the United States Internal
Revenue Service and with the Bureau of Charitable Organizations in
Pennsylvania. The Organization is no longer subject to examination by the
Internal Revenue Service for years prior to 2016.

Cash and Cash Equivalents
Cash and cash equivalents include all monies in bank accounts and highly-liquid
investments with an initial maturity of three months or less.

Credit Risks

The Organization maintains its cash accounts in several depository accounts
which, at times, may exceed federally-insured limits. The Organization has not
experienced losses in such accounts. The Organization believes it is not
exposed to significant credit risk.

The Organization maintains a significant portion of its assets in investments,
which are subject to fluctuations in value. Further, the Organization is subject to
risks associated with each investment, such as compliance of the issuer with
certain contractual obligations.

Investments

Investments in marketable securities with readily determinable fair values are
reported at their fair values in the statement of financial position. Unrealized
gains and losses are included in the change in net assets. Investment income
and gains restricted by a donor are reported as increases in net assets without
restrictions if the restrictions are met (either by the passage of time or by use) in
the reporting period in which the income and gains are recognized.

(Continued)
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VELODROME FUND, INC.

Notes to Financial Statements
December 31, 2019 and 2018

Subsequent Events

Management of the Organization has evaluated events and transactions
subsequent to December 31, 2019, for items that could potentially be
recognized or disclosed in these financial statements. The evaluation was
conducted through November 23, 2020, the date these financial statements
were available to be issued.

3. Facilities Agreement:

The County of Lehigh has leased a portion of the Bob Rodale Cycling and Fitness
Park to Velodrome Fund, Inc. The Park is used for staging of cycling races and
conducting training and cycling related events in accordance with the terms and
restrictions of the lease agreement. The lease originally had a term of 20 years
commencing on January 2, 1998 and terminating on January 1, 2018. It has
subsequently been extended for an additional 20-year term through January 1,
2038. Rent is due annually in the notional sum of $1. Due to the uniqueness of the
venue, valuation of this contribution is not determinable; no provision for fair rental
value of the facility has been made in the financial statements reflective of the
annual contributed value. See note 4 for discussion of an amendment to the lease.

4. Net Assets With Donor Restrictions:

Expendable Trust — Velodrome Operations Trust Fund

During 1998, the Rodale Press, Inc. established and contributed to the
Organization an expendable trust fund in the amount of $1,500,000. Such funds
are restricted in accordance with the directives of the Trust. The purpose of the
fund is to provide a source of continuing funds to pay salaries and benefits for key
Velodrome Fund, Inc. employees. The Trust Fund is authorized to distribute up to
a maximum of $150,000 annually, to be used for its prescribed purpose. The Trust
Fund is maintained in a separate account under the management of a fund
custodian. The fair value of the Fund was $1,486,281 and $1,261,361 at
December 31, 2019 and December 31, 2018, respectively. No withdrawals from
the Fund were authorized in 2019 and 2018. Investment earnings are recorded as
additions to net assets with donor restrictions.

Capital Improvements Fund

Effective July 11, 2007, the County of Lehigh, lessor of the Organization’s facilities
(see note 3), amended the lease to require that twenty percent of monies received
by the Organization from the sponsor of the naming rights be set aside to be used
for capital improvements to the facilities. By common consent of the parties, the

(Continued)
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VELODROME FUND, INC.

Notes to Financial Statements
December 31, 2019 and 2018

annual amount due to the lessor for the stated purpose was limited to $24,000. In
2007, the Organization paid $24,000 to the lessor to fund its capital improvements.

No payments have been made subsequently, and $288,000 remained unpaid at
December 31, 2019. In lieu of payment of the amount otherwise due, the lessor
and lessee have agreed to allow the lessee to retain the funds with a restricted
designation. Expenditure of the restricted funds will occur as needed by the lessor
to fund capital improvements to the facilities.

Endowment Account

Certain restricted contributions to the Organization totaling $6,000 are held in an
endowment account. Only earnings derived from such funds may be released from
restriction. Earnings are recorded as income with donor restrictions.

Net assets with donor restrictions consisted of the following funds at December 31,
2019 and 2018:

2019 2018
Velodrome Operations Trust Fund $1,511,399 $ 1,275,268
Capital Improvements Fund 288,000 264,000
Endowment Account 6,000 6,000

$1.805.399 $ 1.545.268

5.  Investments:

Investments as of December 31, 2019 and 2018, are summarized as follows:

Fair Carrying
December 31, 2019: Cost Value Value
Without restrictions:
Equity mutual funds $ - — —
Fixed income mutual fund - — —
With restrictions:
Equity mutual funds 637,277 870,658 870,658
Fixed income mutual funds 603,704 615,623 615,623

1,204 981 1,486,281 1,486,281
$1.204.981 $1.486.281 $ 1.486.281

{Continued)
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VELODROME FUND, INC.

Notes to Financial Statements
December 31, 2019 and 2018

Fair Carrying
December 31, 2018: Cost Value Value
Without restrictions:
Equity mutual funds $ 111,564 $ 103,637 $ 103,637
Fixed income mutual funds 57.715 56,210 56,210

169,279 159,847 159,847

With restrictions:
Equity mutual funds 631,604 741,412 741,412
Fixed income mutual funds 532,333 519,949 519,949
1,163,937 1,261,361 1,261,361

$1.333.216 $1.421,208 $1.421.208

Investment revenues are reported net of brokers’ fees, and amounted to $39,021
in 2019 and $43,997 in 2018.

6. Fair Value Measurements:

FASB ASC 820-10, Fair Value Measurements and Disclosures, establishes a fair
value hierarchy that prioritizes the inputs to valuation techniques used to measure
fair value. This hierarchy consists of three broad levels: Level 1 inputs consist of
unadjusted quoted prices in active markets for identical assets and have the
highest priority, Level 2 inputs consist of quoted prices for similar assets in active
markets and quoted prices for identical or similar assets in markets that are not
active, and Level 3 inputs are unobservable and have the lowest priority. The
Organization uses appropriate valuation techniques based on the available inputs
to measure the fair value of its investments. Fair values of assets measured on a
recurring basis at December 31, 2019 and 2018 are as follows:

Fair Value Measurements at
Reporting Date Using

Quoted Prices
In Active Markets
For Identical Assets

Fair Value __(Level 1)

December 31, 2019:
Equity mutual funds $ 870,658 $ 870,658
Fixed income mutual funds 615,623 615,623
$ 1,486,281 $ 1,486,281

(Continued)
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VELODROME FUND, INC.

Notes to Financial Statements
December 31, 2019 and 2018

December 31, 2018:
Equity mutual funds
Fixed income mutual funds

$ 845,049 $ 845,049
576,159 576,159
$ 1,421,208 $ 1,421,208

Following is a description of the valuation methodology used for mutual funds

measured at fair value.

Level 1 mutual funds are valued at the daily closing price as reported by the
fund. Such mutual funds held by the Organization are open-end mutual funds
that are registered with the Securities and Exchange Commission. These funds
are required to publish their daily net asset value (NAV) and to transact at that
price. The level 1 mutual funds held by the Organization are deemed to be

actively traded.

7. Property and Equipment:

Property and equipment consisted of the following at December 31, 2019 and

2018:

Building
Construction in process
Equipment and furniture

Less accumulated depreciation

Property and equipment, net

2019 2018
$ 290,155 $ 290,155
171,765 171,765
152,467 152,467
614,387 614,387
368,875 354,131
$.245512  $260.256
(Continued)
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VELODROME FUND, INC.

Notes to Financial Statements
December 31, 2019 and 2018

9.

10.

Liquidity:

The following reflects the Organization’s financial assets, consisting of cash,
accounts receivable, inventory and investments as of December 31, 2019, reduced
by amounts not available for general use because of contractual or donor-imposed
restrictions within one year of the statement of financial position date.

Financial assets at year end $1,574,610
Less funds unavailable for general
expenditures within one year, due to:

Contractual or donor-imposed restrictions 1,805,399

Financial assets available to meet cash needs
for general expenditures within one year $__ (230.789)

As discussed in Note 4, the Organization also has access to a maximum of
$150,000 annually in its Expendable Trust, which can be used to fund certain
operating expenses with proper approval. In addition, the Organization is seeking
two grants totaling $235,458 and during 2020 received a Paycheck Protection
Program Loan of $53,100 which may be fully forgiven.

Commitments and Contingencies:

In October 2018, the former executive director filed an employment related claim
against the Velodrome Fund, Inc. and a member of its Board of Directors with a
court. No assessment of the probability of an unfavorable outcome or estimate of
the range of potential damages can presently be made; accordingly, in accordance
with FASB Accounting Standards Codification subtopic 450-20, Contingencies:
Loss Contingencies, no accrual has been included in the financial statements.

Related Party Transactions:

The Organization received sponsorships and regularly purchased products and
services from companies affiliated with various board members. Sponsorships,
dues and other support received from related parties during the years ended
December 31, 2019 and 2018 totaled $83,500 and $89,500, respectively. The total
cost of products and services purchased from related parties amounted to $1,552
and $156,720 for the years ended December 31, 2019 and 2018. The Organization

(Continued)
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VELODROME FUND, INC.

Notes to Financial Statements
December 31, 2019 and 2018

had no balances due to or due from related parties at December 31, 2019 and
2018.

11. Subsequent Event

Subsequent to December 31, 2019, as a result of the spread of the COVID-19
coronavirus, economic uncertainties have arisen which are likely to negatively
impact the Organization. The extent of the impact of COVID-19 on the
Organization’s operational and financial performance will depend on certain
developments, including the duration and spread of the outbreak, and its impact
on the Organization’s donors, employees and vendors, all of which are uncertain
and cannot be predicted. At this point, the extent to which COVID-19 may impact
the Organization’s financial condition or results of operations is uncertain.
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