vounty of Santa Clara
Office of the Clerk of the Board of Supervisors

County Government Center, East Wing

70 West Hedding Street

San Jose, California 95110-1770

(408} 299-5001 FAX 298-83460 TDD 993-8272

Maria Marinos

Clerk of the Board F I L E D
August 17, 2011 ' S
SEP 12 2014
OEQVID H. Y{#&SA
. Superior Cour of GA G
The Honorable Richard |. Loftus, Jr. BY
Presiding Judge
Santa Clara County Superior Court
191 North First Street
San Jose, CA 95113

RE:  Grand Jury Report: Santa Clara County Fairgrounds Management Corporation
Dear Judge Loftus:

At the August 9, 2011 meeting of the County of Santa Clara Board of Supervisors (ltem
No. 18), the Board adopted the responses from the County Administration to the Final
Grand Jury Report and recommendations relating to “Santa Clara County Fairgrounds
Management Corporation.

As directed by the Board of Supervisors and on behalf of the Board President, our office
is forwarding to you the enclosed certified copies of the responses to the Final Grand
Jury Report with the cover memorandum from Mr. Graves. This response constitutes
the response of the Board of Supervisors, consistent with provisions of California Penal
Section 933(c).

If there are any questions concerning this issue, please contact our office at 299-5001 or
by email at maria.marinos@cob.sccgov.org.

Very truly yours,

M b m "
MARIA MARINOS
Clerk, Board of Supervisors

County of Santa Clara

Enclosures
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County of Santa Clara
Office of the County Exec

.EEFRO.M Wﬁﬂé\ & |

Fo Gary A. Graves 4
Chlef Operatlng Ofﬁcer

SUBJ ECT Response to Santa Clara County C1V1l Grand Jury Report Santa Clara County
: F alrgrounds Management Corporatlon

‘Consider recommendatlons relatlng to Final Grand Jury Report relatlng to Santa Clara County'
; Falrgrounds Management Corporation.

Pd‘sgible action:

b. Authorize the Board President and Clerk of the Board of Supervisors to forward
department response to Grand Jury report to the Presiding Judge of the Superior Court

Board of Supervisors: Mike Wasserman, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss 1
County Executive: Jeffrey V. Smith
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with approval that responses constitute the response of the Board of Supervisors,
consistent with provisions of California Penal Code Section 933 (c).

There are npﬁscal 1rnpl1cat10ns assoCIated W1th these Board actlons

Attached is the Department response to the Grand Jury's findings and recommendations
enumerated in the Final Report, Santa Clara County Fairgrounds Management Corporation.

The response has been cornpleted pursuant to California Penal Code Section 933 (c) and
933.05 (a) ' : : ‘ :

The attached response from the Fairgrounds Management Corporation Inc. (FMC) is
prov1ded for the Board’s information only. FMC will send 1ts own separate correspondence
and response to the Grand Jury Report

Child Impact Statelnent |
The -recorn:rnended.aotion will have no neutral impact on children and youth.

The C1v1l Grand Jury rev1ewed the operatlons of the Santa Clara County Falrgrounds

Management Corporatlon through review of numerous Falrgrounds-related documents,
interviews with the Adrmmstratlon mernbers of the F MC Board and FMC staff The C1v1l

management practices, then FMC should be able to operate with a break-even or positive cash

Board of Supervisors: Mike Wasserman, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss 2
County Executive: Jeffrey V. Smith
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flow. The Civil Grand Jury has several recommendations for FMC, to which FMC has
responded under separate cover (Attached). Ttg; Civil Grand Jury has several
recommendations for the County. The wriend that the County reconsider whether the
nonprofit model is the best way to e Falrgrounds They also suggest that the County
commission, or request the F to commission; an independent performance audit.
They comment on the. vacagicy ‘the FMC Board seat that is to be appomted by Board of
Supervisor District 4 andthey recommend that Supervisor Yeager should recruit an

qsﬁﬂekss acumen to fill the vacancy. Fmthermore they recommend that
a bre%g
incre se

@m"‘dlg ﬁie Mana ﬁgement Agreement with FMC o require that FMC sustain
Qr’ﬁ%sn%?e cash ﬂpﬁ‘f” operation. Finally, they recommend that the County should

:wi?elgSs co,p:lmunwﬁhon tower lease rates for the three ex1st1ng w1reless
commun;géﬁomieases:@f the Falrgrounds

| Following approval of the responses provided, forward all comments of the Santa Clara
-~ County Board of Supervisors to the Honarable Richard J. Loftus, Jr., Pre51d1ng Judge Santa
- Clara, County Supenor Comt on or before Frlday, September 23,2011.

e Sanﬁt "Clé'lfa_ Cou.tlty Civil Grand Jury Final Report" | ’ -:::.__:;;;;,._ s
B _'fr-R"eSﬁonse ﬁofn:_A_sset n Economic Developtnent Director

« Response from the Fairgrounds Ma;negement?Cdi'poration, Inc. .

Board of Supervisors: Mike Wasserman, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss 3
County Executive: Jeffrey V. Smith



County of Santa Clara

Office of the County Execuiive

County Government Center, East wing
70 West Hedding Street
San Jose, Califomia 95110

(408) 2995105
DATE: July 15, 2011
TO: Gary A. Graves
Chief Operating Officer
FROM: Bruce Knopf

Asset & Economic Development Director

SUBJECT:  Response to Santa Clara County Civil Grand Jury Report: Santa Clara
County Fairgrounds Management Corporation

I attach response to the Civil Grand Jury’s Final Report regarding the Santa Clara
~ County Fairgrounds Management Corporation, and the Letter of June 22, 2011
addressed to President Cortese.

Attachments:

Board of Supervisors: Mike Wasserman, George Shirdkawa, Dave Corlese, Ken Yeager, Liz Kniss
County Executive: Jeffrey V. Srith

im



Santa Clara County Response
2011 Civil Grand Jury
Findings and Recommendations
Fairgrounds Management Corporation

Executive Summary

The following report responds to the findings and recommendations of the Civil Grand
Jury Report and letter to President Cortese, dated June 22, 2011, regarding the
Fairgrounds Management Corporation (FMC}, a non-profit corporation created by the
County in 1995.

Background

The County acquired and began operating the Fairgrounds for pubic entertainment
events and the Annual County Fair in 1940. Various buildings were added in the 1950's
and 1960’s, and the Fairgrounds became the South Bay focal point for concerts and
family entertainment. The Fairgrounds prospered through the 1970’s, until a decline set
in around 1980. The physical condition of the Fairgrounds had deteriorated significantly
without a capital improvement plan, and attendance at events decreased sharply.

In 1994, after a long period of financial decline, the former Fair Association went into
bankruptcy. In 1995, the Board of Supervisors formed a new governance structure, the
Fairgrounds Management Corporation (FMC), a non-profit corporation separate from
the County. In 1997, the County and FMC began pianning for a significant revitalization
of the Fairgrounds, with the intention of providing new entertainment and exposition
facilities to return the Fairgrounds to financial solvency. The Board of Supervisors
adopted the Fairgrounds Revitalization Plan in 1998, approved the Fairgrounds
Revitalization Project concept in 1999, and formally adopted the Final Environmental
impact Report (FEIR) and approved the Project on April 18, 2000.

The main component of the Revitalization Project was the Fairgrounds Theater Project.
Following four years of planning, design and the creation of the Silicon Valley Theatre
Financing Comporation {Corporation), the Board approved the financing plan and
associated legal documents for the Theater Project on May 18, 2004. The Corporation
then approved the financial and business documents necessary to implement the
financing plan on August 3, 2004, the same day the City of San Jose and the SJ
Downtown Association filed lawsuits against the County, effectively suspending the
project.

The County continues to pursue a strategy of long term revitalization for the
Fairgrounds. ‘

Discussion

The following section provides a general discussion of the purpose and historical
context in which FMC operates, followed by detailed response to each of the Findings

County Response fuly 22, 2011 CGIR - FMC
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and Recommendations identified in the Grand Jury’s letter to President Cortese, dated
June 22, 2011.

Since 1995, the County and FMC have wrestled with many of the same issues identified
by the Grand Jury. However, the County has not given FMC sole responsibility, or the
resources, to tacklie the challenge of making the Fairgrounds a self sustaining operation.
The County Board of Supervisors has reserved for itseif all decisions regarding
Fairgrounds revitalization and the construction of new improvements {per County/FMC
Management Agreement, Section (G)(i) and (ii), Page 3). Furthermore, it has been
widely recognized that the likelihood of success in accomplishing the goal of making the
Fairgrounds a self-sustaining operation is linked to the County's ability to formulate and
implement a new master plan/revitalization program. These factors affect both the
County’s expectations for, and review of, FMC’s performance.

Over the past 20 years, the County has undertaken two major revitalization strategies
(the House of Blues project and a.subsequent developer qualification process) and a
recently initiated Ad hoc Community Committee planning and review effort. As yet, none
of these efforts have progressed to the point of securing significant new outside
investment. '

First and foremost, it has been the County’s priority to make the Fairgrounds a venue
that meets the community’s needs and is economically successful. Inherent in this goal
has been the widespread understanding that major new investment would be required.
In the past, County’s approach to attracting/securing such investment has been to
master plan the facility and attract a major new private sector partner who would finance
and develop the site, thereby creating an economic engine to finance renovation of the
public facilities.

For example, the House of Biues Project Objectives for the (then) proposed Santa Clara
County Fairgrounds Revitalization Project were to:

e “ . re-create the fairgrounds as a self-sustaining family recreation and
entertainment zone in order to overcome the financial obstacles faced by
the fairgrounds in previous years: _

« Develop a self-sustaining family recreation and entertainment
enhterprise zone;
« Increase public attendance, broaden participation, and make the
fairgrounds vital fo the community;
+ Use a minimum of County funds and repay funds used to
undervirite the revitalization effort; and
« Break even with operating costs within five years”.

(FEIR, Page 5-1)

In 1998 and 19898, the memory of the 1995 Fairgrounds Association bankruptcy was still
frash, and it was clear that the Fairgrounds was stifl experiencing financial difficulties. It



Santa Clara County Page 3 of 15
Respense to 2011 Civil Grand Jury Report July 22, 2011
Fairgrounds Management Corporation

was believed that only a program of major private investment could be expected to turn
around the Fairground's financial performance. For example, the No Project Alternative
analyzed in the FEIR, observed the following:

“...the No Project Alternative would maintain the status quo at the
fairgrounds .. it (the fairgrounds) would be expecled to experience
confinued dwmdhng attendance and nof achieve the financial goal of
breaking even in the next five years.”

FMC's role has been that of providing support, with the County taking responsibility for
making all decisions regarding the Fairgrounds revitalization program. FMC's
responsibility has been to manage the property not under development, including event
rental, operations, maintenance, assisting the County in attracting new development,
and planning and overseeing the Annual County Fair. (FMC Management Agreement,
Sections (G) and (H), Pages 3 and 4). Therefore, concern about failure of FMC to
generate financing sufficient to fund deferred maintenance and to make capital
investment to replace Fairgrounds components that have reached the end of their
useful life are comments more appropriately aimed at the success or failure of
Fairgrounds revitalization efforts, and not FMC.

Finally, not only has FMC had to operate under the constraint of severely limited
resources for capital improvements, but the County has also imposed on FMC the
operational requirement of covering all costs of producing the Annual County Fair (now
the “Annual 4-H and FFA Youth Event”) in a climate of declining public interest and Fair
attendance and profitability. While the Annual County Fair has been a long standing
tradition, providing social and cultural events that serve the public interest, attendance
at the County Fair has declined from its peak of about 690,000 visitors in the 1980’s to
about 100,000 when the Fair Association declared bankrupfcy. Fair attendance
continued to decline to 35,000 in 2005 and 2006. Fair attendance surged to a level of
58,000 in 2007, when it was held on a trial basis as a five-day Fair in 2007, but still fell
far short of reaching its then break-even point of 75,000, In recent years attendance
was, as follows: 5,000 in 2008; 10,000 in 2008; and, 25,000 in 2010.

Notwithstanding this difficult situation with attendance, FMC has substantially complied
with its contractual requirement to cover the cost of holding an Annual County Fair.
Since 1885, the Annual County Fair has created losses tofaling $4,029,468. During this
time the County has subsidized the Annual County Fair in the amount of $1,165,000,
leaving $2,864,468 of un-recovered cumulative losses. The FMC has absorbed all but
$197,412 (or 93%) of these Annual Fair losses through revenue generated by its profit
centers, primarily Satellite Wagering.

Finding 1: “The County established FMC as a non-prdfit to operate the Fairgrounds;
however, FMC has not been successful. FMC has operated at a loss and has required
County bailout in all but one of the past sixteen years.”
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Response to Finding 1: The County established FMC as a non-profit entity to
manage and operate the Fairgrounds. However, the Fairgrounds historical lack of
profitability has as much to do with County’s frustrated efforts to secure new
private investment and to implement a Fairgrounds revitalization program, as it
does with FMC management. The County anticipated that its efforts to implement
a program of major new investment and construction would have both created
the economic engine to finance new private development on the site and finance
reinvestment in Fairgrounds exposition facilities and infrastructure, whether at the
current Fairgrounds location or at a new site.

The County has undertaken two major revitalization efforts described below, both
of which were stymied by factors outside of the County's control, House of Blues
(1998-2006) and a developer RFQ/RFP selection process (2007-2009). The
County currently has established an Ad Hoc Commitiee of stakeholders to gather
community input and to review and analyze past Fairgrounds proposals and
provide the Board with policy recommendations on future redevelopment.

House of Blues (1998-2008). In April 2000, the County entered into a Ground
Lease with House of Blues for development of an entertainment and performing
arts complex, which would have created an 8,300 seat performing arts venue
with $32 million of private financing. The County would have invested $7.5 million
of its share of proceeds from the House of Blues Ground Lease into a new
parking structure and backbone infrastructure. Phase Two of this project would
have included County construction of a new 175,000-200,000 square foot, muiti-
purpose Expo Center and a 60,000 square foot recreational facility to be
operated by FMC. The County would have financed the $35+ million cost of
these improvements through sale and development of hotel, retail, office and/or
housing on the 14-parcel across Tully Road. However, in 2004 this project was
suspended by litigation between the City of San Jose and the Downtown
Business Association and the County. On August 29, 2006, the Board of
Supervisors terminated the project as infeasible in the absence of the County
injecting $15 million to cover cost increases arising from delay caused by the
litigation (litigation, it should be noted, in which the County ultimately prevailed).

Given the lack of a viable Fairgrounds revitalization project in 2006 and 2007, the
Board of Supervisors approved a total of $5.5 million of funding for FMC to
undertake repair of deferred maintenance and other infrastructure improvements.

Fairgrounds Redevelopment 2007-2009. In 2007, the County began soliciting
interest of developers through a Request for Qualifications process in order to
implement a real estate development project at the Fairgrounds site. The process
never progressed to the point of making decisions regarding ultimate uses.
However, development options included two scenarios:
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1. Scenario (A) included four elements involving housing on Umbarger Road,
commercial development on Monterey Road, and continued public use in
the central core area of the Fairgrounds.

2. Scenario (B), "blank canvas” scenario, involved all Fairgrounds acreage,
but aiso would have provided for continued public use of some of the
Fairgrounds property as a gathering place for community festivals and
similar events, or it would have provided revenue to relocate the Fairto a
new south County location. '

At its meeting of December 16, 2008, the Board of Supervisors approved
entering into an Exclusive Negotiating Agreement with Catelius Development
Group. This effort, however, was terminated by the withdrawal of Catellus in early
2009 due to economic decline of the real estate market.

At its meeting of June 9, 2008, District 2 Supervisor Shirakawa proposed, and
the Board of Supervisors approved, formation of an Ad Hoc Committee of
stakeholders, chaired by Supervisor Shirakawa, to gather community input and
to: (1) review and analyze current and past Fairgrounds proposals; (2) hold
public hearings to determine community needs; and, (3) provide the Board with
policy recommendations on future re-development.
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Recommendation 1: “The County should reconsider whether the non-profit modet is
the best way to operate the Fairgrounds.”

Response to Recommendation 1: The County has implemented
Recommendation 1. Continued operation of the Fairgrounds through use of a
non-profit entity was assessed in a five-month process in 2010 that evaluated
potential in-house management of the Fairgrounds on an interim basis. (See
attached Off Agenda Memo dated October 29, 2010, from the Asset and
Economic Development Director to the Board of Supervisors). The County
confirms that the level of effort and cost of further exploration is not warranted at
this time.

As part of the 2010 study, discussion with potential operators suggested that the
County would need to finance deferred maintenance and capital upgrades or
offer a long term agreement sufficient to amortize private sector investment. The
County does not have resources to fund capital improvements, and until recently
the County has been unwilling to consider any agreement longer than 12 months.
The current Agreement with FMC has been extended for 36 months. ltis a
priority for the County that there is flexibility to cancel the Management
Agreement, as necessary, t0 accommodate plans put forward by the Fairgrounds
Ad Hoc Committee. As such, the current Management Agreement is subject to
cancellation by the County upon a 90-day notice.

Staff contact with potential event facility operators in 2010 did not yield private
sector interest. Furthermore, no models were found in which a county fairgrounds
was contracted out to a for-profit entity.
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Finding 2: "In the last sixteen years, the FMC Board has not commissioned — nor has
the County requested the Board to commission -- an independent performance audit of
FMC, even though FMC's poor performance warrants this type of audit.”

Response to Finding 2: The County agrees that it has not during the term of the
Management Agreement requested the FMC Board to commission an
independent performance audit. The County has, however, undertaken its own
evaluation of management and operations at the Fairgrounds, as noted above
under Response to Recommendation 1.

Recommendation 2A: “The County should request the FMC Board to commission an
independent performance audit of FMC and the FMC Board.”

Response to Recommendation 2A: The County concludes that requesting the
FMC Board to commission a performance audit would be both unwarranted,
considering the limitations under which FMC is required to operate, and the cost
would be unreasonable given the added value that such a study would yield.

The County's recent 2010 study by County Fleet and Facilities Department, the
Parks and Recreation Department, and the Office of the County Executive was
conducted over five months with hundreds of staff hours in on-site visits and
interviews. While its primary purpose was to evaluate options for in-house
County management of the Fairgrounds on a temporary basis, the process
included many of the same components covered by management audits, For
example, the County’s study included independent evaluation of FMC staffing,
management and possible relocation options for the Annual Youth Fair. The
study evaluated current job descriptions and position responsibilities and created
replacement staffing plans. On this basis, the study concluded that County labor
and personnel costs would be at least 20% higher, and perhaps as much as 50%
higher, than the $1.89 million that FMC expended on personnel in 2009. The
estimates did not include County fixed cost allocation or the cost to cover unpaid
overtime devoted by FMC staff. The analysis concluded that FMC costs are
generally lower due to several factors, including: lower salary and benefit costs;
the flexibility to utilize staff for multiple functions; the use of part time and casual
labor according o the needs of individual events; and, the use of Public Service
Program (PSP) and inmate workers.

Though the process of analyzing FMC staffing, both the Fleet and Facilities
Department and the County Parks and Recreation Department independently
concluded that FMC efficiently uses staff and achieves significant economies
with limited resources. For example, staff discussed with FMC their plans for
competitive bidding of the catering contract due to expire in 2012, in order to
increase revenues. In other areas, FMC achieves certain economies through
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creative cost reduction on miner projects such as asphalt surface repair and
grading and landscaping by bartering for services with local businesses.

The level of effort required to conduct an outside, independent performance audit
has been estimated to involve between 700 and 750 hours. if such a study were
uridertaken, a typical Task Plan and allocation of time might involve the following:

Task _ Hours
1. Entrance Conference 4
2. Survey interviews 50
3. Business Management:
Concession Agreements/ site leases/ recumng events 50
Events planning _ 25
Marketing/Advertising 25
Accounting/budget/payrolt 40
4. Operations
Staffing 25
Contract Services 25
Utilities 25
Security 20
Insurance 10
5. Facilities :
Maintenance _ 20
Capital 20
6. Survey Counties 50
7. Evaluation of:
New/Additional Events/Uses 40
Relocation Option 80
8. Etxit Conference 12
9. Report Writing 200
Total 720 Hours

The cost of such a study could be expected to range between $85,000 and
$100,000. if a performance audit were to be required, the County could expect
FMC to request that the County fund such a study.
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Finding 3: “The County does hot hold the FMC Board accountable for its lack of
oversight in ensuring FMC meets its contractual obligations, and the FMC Board does
not demonstrate the business acumen necessary to effectively oversee FMC. There is a
seat vacant (fo be filled by the District 4 Supervisor) on the FMC Board.”

Response to Finding 3: The County respectfully disagrees with Finding 3.

A. Throughout the term of the FMC Agreement, the County has held FMC
accountable for submitting a balanced annual budget and supporting
business plan.

In addition beginning in 2009, the County instituted new systems and
procedures to ensure greater monitoring and control of FMC’s performance,
as follows:

1. Throughout the year, the County Asset and Economic Development (AED)
Director from the Office of the County Executive meets as needed with the
FMC Executive Director and/or the Chair of the FMC Board on significant
issues related to operations, budget and policy, in order to anticipate,
discuss and resolve issues of concern, often prior fo formal proposals
being considered at the FMC Board or the County Board of Supervisors
level. The AED Director has always attended meetings of the FMC Board
on an ad hoc basis. As of December 2009, the AED Director began
monitoring FMC Board actions by attending and participating in all
meetings of the FMC Board.

2. This heightened degree of County involvement, for example, led the AED
Director in early 2010 to initiate discussions with the Chair of the FMC
Board around developing a strategy for Executive Director succession
planning. Such discussions resulted in an early transition in FMC
management. New management, and subsequent management
restructuring later in the year, resulted in overall savings in 2010 and
continued savings that will accrue in 2011 and beyond. Savings in
personnel costs were a significant factor contributing fo an operating
surplus in 2010. '

3. in order to provide more robust early County review and discussion with
all FMC stakeholders, the County instituted a new practice in 2009 .
involving FMC's presentation of its proposed Budget and Business Plan to
the Board of Supervisors Finance & Government Operations Committee
prior {o presentation to the full Board of Supervisors. As a result, the
County worked with FMC in the fali of 2009 and early 2010 revising and
refining FMC’s Budget and Business Plan with the following positive
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outcomes, all onented toward prowdmg greater FMC financial
accountability:

% In a memorandum dated December 22, 2009, to the County, FMC
Board Chair Bill Anderson reported that FMC would be formulating an
FMC Dissolution Plan to outline a process, including defining key
levels of reserves that would be needed, to wind down affairs of the
organization in an orderly manner should the decision ever be made to
cease operations.

% In a memorandum dated January 4, 2010, from the FMC Executive
Director, targets were identified for new revenue generation, and FMC
reduced its request for financial assistance from the original request of
$500,000 down to the minimum necessary to cover anticipated
unrecovered costs of the Annuat Youth (4-H and FFA) Fair, or
$100,000.

< Subsequent discussions with FMC management identified an
additional $10,000 of available one-time funds held in an FMC Auction
Reserve Fund.

¢ The AED Director, with the support and assistance of FMC
Management, brokered collaboration with the Clover Foundation, Inc,,
supporters of the Annual Youth (4-H and FFA) Event, to undertake
first-time-ever fund raising efforts. The Clover Foundation set a fund
raising target of $25,000, and the County subsequently relied on a
minimum contribution of $10,000.

% In a memo dated February 18, 2010, to the Board of Supervisors
Finance & Government Operations Committee, the County Executive
recommended that the County only allow use of $80,000 from the
Fairgrounds Capital Project Fund to cover un-recovered costs
associated with conducting the Annual Youth Fair. This
recommendation was based on FMC's ability to use $10,000 of one-
time funds and a minimum contribution of $10,000 from the Clover
Foundation.

4. Atits meeting of February 23, 2010, the Board of Supervisors directed
FMC to provide quarterty financial reports to the Board of Supervisors
through the Office of the County Executive.

B. Regarding the finding that the “...FMC Board does not demonstrate the
business acumen necessary to effectlvely oversee FMC,” the FMC Board has
had a Board Chair who both leads the Board and provides guidance and
direction to FMC Executive Management on key budget and policy actions.
This level of Board Chair involvement is not readily evident from the FMC
Board Minutes. For example, consider the Board action on April 13, 2010, to:
(1) approve resignation of the then Executive Director; (2) promote an existing
FMC employee to fill the Executive Director position; and, (3) approve a
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professional services contract to retain the previous Executive Director during
an interim period of transition. Based on first hand knowledge of the AED
Director, it was the initiative and leadership of the FMC Board Chair who
charted, with support of the FMC Board, a strategy for transition of the
position of FMC Executive Director. Furthermore, in order to ensure a smooth
transfer of responsibilities, the Office of the County Executive approved of
FMC's retention of the former Executive Director through use of a limited-
term, professional services contract.

C. The Board of Supervisors through their annual appointments is committed to
building a strong and active FMC Board. Supervisor Shirakawa recently
reappointed William Anderson, former Assistant County Counsel, with strong
background representing business and government, including twelve and a
half years of experience in private practice. Mr. Anderson joined the FMC
Board in January 2006 and served as its Chair between 2008 and March
2011. Mr. Anderson is also a member of the Santa Clara County Assessment
Appeals Board (2005-present), and he sits on the Santa Clara County
Housing Authority Board of Commissioners (2006-present). Mr. Anderson
has served as Chair of the Housing Authority Board of Commissioners since
his appeintment; he has been reappointed and his term runs through 2014.

In April 2010, Supervisor Cortese named one of his own staff, Mr. Mike
Donohoe, to the FMC Board. Mr. Donohoe has a Bachelor of Science in
Economics (1975), a Masters of Business Administration (1978) and welf over

" thirty years of business experience. He is a Real Estate Broker (since 1989)
with experience in mortgage financing, appraisal and underwriting, and is the
owner of his own business, Silver Creek Financial (1996 to the present). In
March 2011, the FMC Board elected Mr. Donohoe to the position of Chair to
succeed Mr. Anderson.

On January 11, 2011, District 1 Supervisor Wasserman reappointed Don
Silacci, business owner and veteran rancher, to the FMC Board. Mr. Silacci
owned and operated a successful feed and grain business (Sifacci Feed and
Grain) for over 25 years, and still owns and operates a large cattie operation
on several thousand acres in Gifroy. Mr. Silacci has been involved in the
Santa Clara County Fair for over 25 years, dating back to 1985 and the days
of the Fair Association. Except for a hiatus in 1995-1997 and in 2007-2008,
successive District 1 Supervisors have annually reappointed Mr. Silaccito the
FMC Board in order fo bring the perspective of a long-standing businessman
in the ranching industry.

Mr. Patrick Meyering, a practicing aftorney with offices in Cupertino, brings
analytical expertise to the FMC Board and the perspective of a business
owner for over 21 years. Originally appointed in August 2006, District 5
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Supervisor Kniss reappointed Mr. Meyering to the FMC Board on January 11,
2011.

District 4 Supervisor Yeager is committed to continuing his efforts since he
assumed office to recruit a strong appointee with the appropriate background.

Recommendation 3A: “District 4 Supervisor Yeager should recruit to fill the vacancy
with an individual with strong business acumen.”

Response to Recommendation 3A: Recommendation 3A is being
implemented. Supervisor Yeager plans to continue recruitment efforts to fill the
vacancy with an individual with strong business acumen.
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Finding 4: “The County, supported by the Office of the County Executive, appears to
have only a "land management" concern when FMC is required by contract to pay all
expenses of the fair.” '

Response to Finding 4: The County respectfully disagrees with Finding 4. It is true
that the County has subsidized the County Fair during five of the last 16 years
(1889, 2000, 2001, 2002 and 2010), and in 2007 the County approved a subsidy for
both the County Fair and FMC operational costs. However, the County remains
committed to revitalizing and/or redeveloping the Fairgrounds in a way that would
finance and support continuation of community activities, whether at the Fairgrounds
or at another location. in the meantime, the County expects FMC to operate without
subsidy from the County, as demonstrated by the following: '

« While the Board of Supervisors had approved an operational subsidy of
$285,000 for 2007 operations, the Board did not approve a similar request on
December 11, 2007, for an operating subsidy of $675,000 for the 2008 Fair and
FMC operations.

« Atits meeting of February 23, 2010, after having approved a one-time conversion
of $80,000 of capital improvement funds as a subsidy for unrecovered cosis of
the 2010 County Annual Youth Fair, the Board of Supervisors gave direction to
County staff that no further subsidies wili be available for any event.

+ As noted above under Response to Finding 3, District 3 Supervisor appointed
one of his own siaff with business and real estate experience to a vacancy on the
FMC Board in order to both monitor FMC actions and to actively participate in
FMC management at a policy level.

e As noted above under Response to Finding 3, the Office of the County Executive
closely monitors FMC’s performance including attendance at ail FMC Board
meetings, with the objective of intervening early on critical items.

» The FMC Executive Director regularly seeks the County's advice regarding
significant issues. For example, in an effort to improve event rental revenues, the
AED Director worked directly with FMC Executive Director and County Counsel
to revise FMC's standard event license agreement to streamline the process of
event rental and permitting by the County Fire Marshall.

o Similarly, the FMC Executive Director sought support and guidance from the
AED Director and the Office of County Counsel in negotiating and preparing an
agreement with a major new event promoter for use of the Fairgrounds arena.
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Recommendation 4: “The County should modify its contractual agreement with FMC
stipulating that FMC be required to sustain a break-even or positive cash flow
operation.”

Response to Recommendation 4: The County believes that implementing
Recommendation 4 would be unwarranted. As noted above in response to
Finding 3, the County requires FMC {o prepare a balanced annual budget as well
to submit quarterly financials. The Division of State Fairs also requires FMC to
annually submit a balanced budget. Furthermore, the County expects FMC to
operate on a break-even basis and has instituted new procedures to ensure
improved monitoring of FMC performance.




Santa Clara County Page 15 of 15
Response to 2011 Civil Grand Jury Report July 22, 2011
Fairgrounds Management Corporation

Finding 8: “The County is undercharging communications tower renters, effectively
diluting potential revenue to FMC.”

Response to Finding 8: The County agrees that renegotiating these lease rates
would be desirable if it were legally possible. However, these are long-term
leases, with fixed rent schedules that are not subject to renegotiation untif the
leases terminate.

Recommendation 8: “The County should increase communications tower rental fees in
line with local rates for similar service.”

Response to Recommendation 8: The County is unable to implement
Recommendation 8 at the present time, because it is not permitted under the
terms of current agreements. Wireless telecommunication leases are 20 to 30
year agreements that are not subject to renegotiation of rents. Typical of such
agreements, the lease rates increase annually according to Consumer Price
Index adjustment, and are not subject to renegotiation during the term of the
Lease. The Nextel Lease (assigned to American tower} is a five-year lease
executed in 1999 and has been extended by the Lessee, at their option, for up to
three, five-year terms (running through 2019). The Cellular One Lease,
(subsequently assigned to AT&T) is a five-year lease executed in 1997 and has
been extended by the Lessee; it does not expire untii 2017. The Pac Bell Lease
(subsequently assigned to T-Mobile) is a five-year lease executed in 1997, and
similarly has been extended by the Lessee. If all options are exercised by the
Lessee, the lease will not terminate until 2029.

The foregoing instrument is a correct copy
of the original.
ATTEST:  Maria Marinos

Clerk of the Board

BY: S

Depuly Clerk
Date:  AuG 09 200
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October 29, 2010

TO: Board of Supervisors
: Jeffrey V. Smith, County Executive :

FROM: Bruce Knopf, Asset & Economic Develo igector

suBJ: Off Agenda Report Back to Provide Further Analysis Relating to In-House
‘ Management of the Fairgrounds on an Interim Basis

EXECUTIVE SUMMARY

This report is provided for information in response to Supervisor Cortese's request at
the Board meeting of February 23, 2010, Agenda Item Number 7(a) for assessment of
in-house management options for the Fairgrounds and/or relocation of the Annual
4H/FFA Youth Fair to a County park.

FISCAL IMPLICATIONS

Monthly financiai reports submitted by FMC indicate that FMC will not expend financial
reserves other than the $ 80,000 amount allocated to the 2010 August Youth Fair,
According to the financials for the first six months of 2010, FMC is ahead of
projections for the year, primarily from having reduced administrative and SATWAG
costs. The same trend is expected to be revealed in third quarter financials soon to be
distributed.

in late 2008, FMC succeeded in negotiating with State Division of Fairs to reclassify
the Santa Ciara County (SCC) Fair to a Class IV Fair. This class designation will make
the SCC Fair eligible for grant funding in 2011. FGOC will discuss FMC's 2010
financial reports and proposed 2011 Budget, inciuding details regarding grant funding
at its November meeting. ‘

Board of Supervisors: Donakd F, Gage, George Shirakawa. Dave Coriese, Ken Yeager, Liz Kniss
cCounty Executive: Jeffrey V. Smith

im
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Regarding the options evaluated for in-house management or relocation of the Annual
Youth Fair, there would be potential fiscal impacts to the General Fund depending on
the approach selected.

REASONS FOR RECOMMENDATION

This report responds to a February 23, 2010, request by Supervisor Cortese, Board
Meeting Agenda ltem Number 7(a), for an analysis of potential-in house management
of the County Fairgrounds including a potential relocation of the Annual Youth Fair to
a County Park facility.

While the Board referral asked for an evaluation of in-house management of the
Fairgrounds, given the higher potential cost of in-house management the staff team
engaged in this evaluation would recommend that the County explore solicitinga
Response for Information (RFI) to identify interested parties {o act as management
agency for the Fairgrounds site as an alternative to in-house management. To be
effective, the RF! should offer a minimum 3-year agreement with two, one-year
options. While there are no models that were found in which a county fairgrounds is
contracted out to a for-profit entity, a solicitation process would be a way of testing the
market competitively for other potential operators.

Any such RFI/RFQ would clearly state that the County has no financial resources fo
invest in the facility and that the private entity would be responsible for the cost of all
facility upgrade and repair. Initial inquiries suggest that it would be necassary to offer
longer than a twelve-month term in order to provide stability for booking events and for
amortizing investment in the facility. It does not appear that there wouid be any
interest unless the County were to offer a minimum 3 -year agreement with two, one-
year options. It would stiil, however, be possible to incorporate a cancellation notice
provision that would provide the County the ability to terminate the Agreement to allow
a publicly conducted redevelopment and reuse process to proceed.

DISCUSSION

This report presents the summary of a five-month process to evaluate options for
County management of the Annual Youth Fair and/or operation of the County
Fairgrounds. The analysis is outlined according to three approaches:

1. Parks and Recreation Department {Parks) to manage all current activities at the
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Fairgrounds; or,
2. Fleet and Faciliies {FAF) to manage all current activities at the Fairgrounds; or,
3. Move the Annual 4H/FFA Annual Youth Fair to a County park facility.

While the Board referral asked for an evaluation of in-house management of the
Fairgrounds, another strategy for changing management would be to search for a new
outside management entity. This concept is recommended for the Board’s
consideration, but was not yet evaluated at the same level of scrutiny as were options
for in-house management.

Parks and Recreation Department - Park Charter:

If Park staff were to operate the County Fairgrounds, the County Fairground's use
could be construed as a park use under the Park Preservation Act. The Park
Preservation Act would complicate future development or disposition of the property
for a non-park use. Nonetheless, it is customary for parks staff in cities and counties to
manage recreational facilities and to schedule and manage rental of such facilities for
community and family events. Consequently, this report does provide a detailed
analysis of what would be required for Parks to {ake on management of the existing
County Fairgrounds.

In-House Management of the Fairgrounds:

Both Parks and FAF evaluated taking on management of the Fairgrounds site,
including the satellite wagering facility, providing year-round events management,
operation of the Annual 4H/FFA Youth Fair, and providing continued public access
({see attached memoranda from FAF and Parks). In addition, FAF analyzed the option
of closure of the Fairgrounds to public events, including the satellite wagering facility,
and limiting use of the property to minimal County operations (e.g., storage/
warehousing). An overview of the results are shown in Table 1 below.
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TABLE 1: SUMMARY OF COST TO MANAGE EXISTING FAIRGROUNDS
OPERATIONS
FMC, Inc. | FAF Parks & Rec.
Deferred (See $25 Million $25 Million
Maintenance | previous :
FMC
reports: $23
M) _
One-Time N/A $472,000 $472,000
Fixed Cost
(vehicles,
equipment and
ISD upgrades
to meet County
standards)
Annual $1,899,583 | Approx. $2,180,000 $2,883,303
Salariesand | Total Does not Include: Does not include:
Benefits e County/Depart, Overhead; |  County/Depart. Overhead;
+ $175k toreplace FMC’s | » $175k {o replace FMC's
use of PSP/inmate and use of PSP/Inmate and
casual seasonal labor, or | casual seasonal labor; or
¢ Cost to replace FMC's » Cost to replace FMC's
unpald overtime unpaid overtime
Time to N/A 12-16 months 12-16 months
implement

*Parks is a Charter Fund [)epartment and does not pay General Fund overhead.
Parks pays such costs as direct charges.

These cost estimates have been prepared by each department after having prepared
a staffing needs assessment for current operation of the Fairgrounds. As noted in
each of the attached analysis, FMC costs are generally lower due to several factors,
including: lower salary and benefit costs; having the flexibility to utilize staff for muitiple
functions; use of part time and casual labor according to the needs of mdwuduai
events; and, use of PSP and inmate workers.

Costs for each department to manage the Fairgrounds are different for several

reasons:

+ Neither department’s staffing structure aligns with staffing of FMC;
» Each depariment has cerlain position classifications that are unique; and,
e Each department has to make different adjustments in order to staff up.
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Closure of the Fairgrounds or Search for a Third Party Operator

Given the significantly higher potential costs for in-house management, FAF
evaluated two other alternatives:

1. Closure of the Fairgrounds to the public and minimal use of the facility for
other County purposes, or

2. Search for another third party operator through a request for information
RFQ/RFP process.

Closure of the Fairgrounds to public events, including the satellite wagering
facility, discontinuing the Annual Youth Fair and other year-round event rental -
opportunities. Closure of the site would create a concern about security and
building degradation. A portion of the buildings could be used by the County for
other purposes, including warehouse storage, force simulation training for law
enforcement and emergency vehicle operations course training. FAF estimates
annual costs associated with minimum building security and maintenance to be
$1,310,000. This amount includes minimum leveis of maintenance, life and fire
safety, landscaping and security. Emergency repairs would need fo be funded
from Fund 50 Backiog Maintenance program, impacting the General Fund. Utility
costs are not included and are presently not budgeted in FY 2011. One-ime
costs to secure the site with fencing and security systems have not been
estimated. It would take approximately six months {o implement this option,
including: terminating the agreement with FMC and vendors currently under
agreement with FMC, and to install site improvements for added security. This
timeline does not include site modification to accommodate additional use other
than warehousing.

Regarding search for another third party operator, FAF observes that the
amounts that the County might save by assuming operationai responsibility for
the Fairgrounds is much less than historical subsidies operating provided to FMC
in support of the Fairgrounds. On the other hand, market interest in performing
the management function currently handed by FMC could be tested by soliciting
a Response for Information {RFI); offering a 3-year agreement, as opposed to
the current annual agreement; and, offering two, one-year options to provide
stability for marketing and users. If interest is shown by more than one service
provider, the RFI could be converted to a Request for Qualifications allowing
negotiation with qualified vendors. The RFI would need fo address the
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parameters for the availability of County funding for investment in deferred
maintenance and additional capital improvements, For example, FMC currently
accomplishes minor projects such as asphalt surface repair and grading by
bartering with local businesses. It would take approximately six months to
implement this option, including: developing the RF! scope of work, solicitation
and response evaluation. County staff would coordinate amendment to the
agreement with FMC.

Relocating the Annual 4H/FFA Event to a County Park

Three County-owned parks and one leased site within a County park
were evaluated as potential sites for the Annual 4H/FFA Youth Fair:

¢ Coyote Lake-Harvey Bear Ranch (San Martin);

o Bumnett Area in Coyote Creek Parkway (Morgan Hill);

¢ Coyote Ranch in Coyote Creek Parkway (Morgan Hill); and
» Martial Cottle Park (San Jose).

These locations were selected based on the following three criteria:

1. Necessary Features: alevel use area of 25 to 30 acres; 10 acres of additional
parking area adjacent to the site or within a reasonable distance; and use
area to be located within two miles of a major roadway, freeway off-ramp, or
regionat fransit corridor.

2. Desirabie Features: site infrastructure available on-site or could be developed
on-site to current building code standards, such as intemnal circulation
(roadways and pathways), utilities, telecommunications service, permanent
structures, arenas, stabfe surfacing, outdoor lighting, and fencing.

3. Land Use Compatibility. compatibility of a Youth Fair event and Its associated
activities, inciuding overnight stays and future potential need for indoor event
space, with existing or proposed land use within the park, compatibility with
surrounding approved land use outside the park, or need to conduct
additional analysis or public process to comply with land use or CEQA laws
and permitting requirements.
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Three of the four Park sites are undeveioped parkland, whereas the Coyote
Ranch site is a developed site managed under a lease with a concessionaire.
Each location has a site that mees the program size criteria, and with capital
investment in site infrastructure could accommodate the 4H/FFA event,

it should be noted that while Martial Cottle Park met the initial screening criteria,
this Park is near completion of a three-year master planning effort and has
several significant restrictions. There are multiple property owners associated
with the park, including the State of California who owns 136.52 acres and the
previous property owner/park donor, Mr. Walter Cottle Lester, who reserves 30.9
acres of the park for exclusive use as a Life Estate Area which restricts public
access and future development. Under the terms of the 2003 Property Transfer
Agreement and grant deed between the County and the previous property owner,
Mr. Walter Cottle Lester, overnight public use is also restricted in the park during
his lifetime. Since a portion of Martial Cottle Park is owned by the State of
California, new uses and capital improvements would require additional review
and approvals from California State Parks under a Joint Powers and Operating
Agreement between the State and the County. A combined State Park General
Plan and County Park Master Plan are nearly completed for this historic
agricultural park, where significant resources have already been spent on the
public planning process. Finally, the property is undergoing a Williamson Act
Contract non-renewal period where certain uses would not be compatible with
agriculture and thus wouid not be in compiiance with the contract.

The Memorandum from Parks provides a detailed analysis and site evaluation
matrix (Table 3) for all four sifes.

Regarding estimating cost {o provide public access and to bring in utilities, the
Parks Department Equestrian Stables Feasibility Study, completed in 2008, was
used as a basis to characterize costs associated with similar categories of
infrastructure needs. Costs have not yet been developed for structures or above
ground improvements. Preliminary cost estimates to provide site access and
utility requirements are detailed in Attachment H of the Parks Memorandum and
include $3,585,000 for West Flat, $3,798,800 for Coyote Ranch and $4,552,000
for Bumett Area.

Regarding timeline, Coyote Lake-Harvey Bear Ranch and Coyote Creek Parkway
County Parks have Board-approved park master plans, and Martial Cottle Park is near
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completion with its master plan. In either of the two scenarios, the Parks Department
would need fo conduct additional public process to amend the master plan if the
Annugl Youth Fair were included as a permanent new use. The sites would require
Capital iImprovement Program (CIP} funding for planning, environmental review,
permitting, design and construction of infrastruciure to support the event. Use of Park
Charter funds for the capital improvements at a park requires prioritization within the
existing Parks Department's CIP and the Board's consideration for funding. Should
funding be allocated in a future CIP budget, park master plan amendment and
development of a new Annual Youth Fair venue may take up to five years to complete.

Park staff resources would also be required annually to maintain the site and
potentiaily provide support during the event. If an independent organizer and separate
entity from the Parks Department were to operate the Youth Fair, the estimated Parks
support costs associated with a permitted Fair event on County parkland would be
$97,400. However, FMC provides extensive organizational support and staff
resources o implement the event. See Parks memorandum for a detailed functional
analysis of tasks. Discussions with the Clover Foundation and FFA representatives
confirm that they are volunteer organizations who mobilize considerable volunteer
effort, but would be unable to assume the event organizational tasks or
implementation functions currently handled by FMC staff. If Park staff were the
operator for the Annual Youth Fair on County paridand, the estimated total costs for
the equivalent County personnel and operational support for the Fair would be
approximately $714,000. Of this amount approximately $654,000 is personnel and
benefits costs of staffing that wouild be needed to support the event, Note: FMC total
cost for personnel and administration is $1,899,000. It is not readily possible to
compare the $654,000 estimate with the comparable FMC personnel cost, because
FMC does not track its staffing and administration costs in a way that would allow
them {o break out staffing between event rental SATWAG, and the Annual Youth Fair.

Copy: |

Gary Graves, Chief Operating Officer
Sylvia Gallegos, Deputy County Executive
Jeff Draper, Director, Facilities and Fleet
Jutie Mark, Director, Parks and Recreation
Maria Marinos, Clerk of the Board
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Attachments:

s FAF Fairgrounds Analysis — October 8, 2010
» Parks Fairgrounds Analysis — October 7, 2010



County of Santa Clara
Facilities and Fleet Department, Administration

2310 N. First St., 2™ Floor Suite 200
San Jose, Ca 95131-1011
(408) 993-4700 Fax (408) 993-4777

MEMORANDUM

DATE: October 8, 2010

TO: Bruce Knopf
Director, Asset and Economic Development Director

FROM: Jeffrey D. Draper
Director, Facilities and Fleet Department

SUBJECT: Fairgrounds Analysis

Facilities and Fleet (FAF) participated in the Fairgrounds Analysis project working group. This memo
outlines three options relating to short-term management of the fairgrounds facility:

A. Closure of the fairgrounds to public events, including satellite wagering facility, limiting use of
the property to minimal County operations;

B. FAF to assume management of the fairgrounds site, including satellite wagering facility,
providing year-round events management and continued public access; or,

C. Solicit Response for Information (RFI) to identify interested parties to act as management
agency for the fairgrounds site; extend annual agreement to a 3-year agreement with two one-
year options.

These options assume and concur with the Parks and Recreation analysis of the fairgrounds, including
2010 projected operating losses, and current and future sources of revenue as reported by the
Fairgrounds Management Corporation (FMC).

FAF staff recommends Option C to minimize costs associated with the fairgrounds as long-term
planning for the property remains undefined.

Background

The County Fairgrounds began with a capital investment on behalf of the County of Santa Clara. For
many years, the primary revenue came from admissions, sale of exhibit space and concessions, and
County and State contributions. The Fairgrounds are currently managed by the non-profit Santa Clara
County Fairgrounds Management Corporation (FMC) under a month to month agreement with the
County of Santa Clara. Over the past decade, declining attendance at both fair and alternative events
has declined, leaving few options for the FMC to reinvest in the site. Decline in revenue has resulted in
degraded property infrastructure, negatively impacting the ability to attract and retain anchor events.

Board of Supervisors: Donald F. Gage, George Shirakawa, Dave Cortese , Ken Yeager, Liz Kniss
County Executive: feffrey V. Smith
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In the past the fair included a variety of daily attractions ranging from concerts, amusement rides and
games, food booths and live horse racing, with regular competitive agricultural and horticultural
shows. Greater than sixty pages of state code relate to the fair operations and competitions. A majority
of these codes §6500, §99800 and §24002 relate directly to the care, standards and requirements to
possess and show animals for the purpose of competition and sale. There are many reasons for the
focused legislation associated to live animal shows; participants are required to attain local recognition
within qualifying circuits State level best-in-show eligibility, lineage gains value through formal
judging processes and the market value of the animal or horticulture is determined.

Many youth groups depend on the annual fair to provide financial support for their members. The
largest non-profit organizations in this State are 4-H and the Future Farmers of America (FFA). Both
groups focus on providing an opportunity for a diverse community to learn animal husbandry and
associated trades. The Santa Clara County 4-H operates as a University of California Cooperative
Extension Program. FFA operates within the Santa Clara County school districts, providing off campus
program services to middle and high school students. Both organizations provide financial support to
students and children in need, allowing open and diverse participation.

These programs teach children to purchase, raise, care and maintain animals. The programs culminate
at the annual fair when the animals have matured, resulting in the sale and subsequent reinvestment of
funds back into the programs. Within this county, children without yards in urban areas can participate
in the programs through private farms that donate land and buildings in support of the program, such as
the Prusch Park land at Story and King in San Jose. The programs instill values to children beyond
responsibility, focusing on ethical treatment of animals and integrity in competition.

The FMC coordinates all aspects of the competition, including the pre-tag and DNA sample of animals
to validate ownership and lineage. The FMC hires both paid and volunteer judges for the events to
guarantee impartial results. Each step of the annual competition is a learning exercise for the children,
from initial purchase to commercial processing so the children can learn how nutrition and care affects
the end product of the animals. Romero (2010) reasoned, “Many children graduate from these
programs and translate their skills to the work force. They become farmers, veterinarians, volunteers
and staff in local non-profits. Some children develop commercial feed and grain solutions, selling their
products from the programs to the industry.” All children, regardless of background and economic
status are able to participate. The Clover Foundation loans funds to needy children to be repaid when
the animal is sold. If the fair were to be discontinued, programs for these children would be negatively
impacted or terminated.

The FMC started an important category in 2009; “Bred and Fed” is a new classification for animals
born and raised within Santa Clara County. Sustainable food supply is an emerging issue for all global
regions. Locally produced food reduces carbon emissions relating to transportation, and is necessary to
preserve the ecological stability of the planet. All commercial food stores recognize this need; Walmart
reports they are making efforts to identify regional producers, Safeway and Lucky stores advertise
sustainable and locally grown foods, Whole Foods and Sprouts sell organic and locally grown foods as
specialty markets. Local production of food resources is vital to the health of the planet and the people.

FMC has responded to the fiscal crisis by limiting the days of the annual fair, focusing on livestock
and horticultural competition. This event has not been profitable for many years, as far back as 1998.
FMC supplements revenue by providing year-round grounds rentals and satellite wagering for horse
races.
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The following table represents grounds rental events typical for the facility:

Grounds Rental Income Projection for 2010

EVENT/ACTIVITY ADOPTED 2010 GR BUDGET | REVENUE
Nextel/American/Cellular Cell Tower Placement- Lease $76,000.00
Dog Training Daily Grounds Use Fee $20,000.00
Home & Garden Shows 3x/vear - 3 days/show $111,000.00
Cinco de Mayo Cultural Festival $40,000.00
Kennel Club Show Daily Grounds Use Fee $43,500.00
Festival Del Sol Daily Grounds Use Fee $47.000.00
RV Stays Daily Grounds Use Fee $164,517.00
Quinceaneras Average 25 per year $94,000.00
Norcal Volleyball Daily Grounds Use Fee $33,000.00
West Coast Auto Auction Anchor Event $215,000.00
Marquez Bros Spring & Summer Concerts $22,000.00
Hot San Jose Nights Club Auto Show $44,000.00
Miscellaneous Events Cultural, Club, Hobby, Craft $700,000.00
Shows

Contingent Events Unsigned Agreement Projected | $125,000.00
Total Revenue $1,750,000.00

Note. Adapted from Fairgrounds Management Corporation 2010 Report

The projected annual revenue of $1,750,000 is not sufficient to maintain and operate the Fairgrounds
without subsidy from the County or the State.

2010 Fairgrounds Financial Projection

Total 2010 Projected Expenditures $3,502,283
Total 2010 Projected Revenue $3,408,450
2010 Projected Profit/(Loss) ($93,833)

Note. Adapted from "Fairgrounds Analysis", Marks (2010).

FMC is contracted by the County by an annual agreement with provision for a 30 day cancellation. The
agreement is due to expire December 31, 2010. As noted in the Parks Analysis, FMC operates with an
estimated 29 FTE's at an annual cost of approximately $1,899,000 including full-time, part-time and
casual labor. FMC is heavily dependent upon casual and temporary employees and inmate labor from
the Public Service Program (PSP) through the Department of Correction. Casual staffing is budgeted in
2010 for about $135,000.

The FMC has three divisions- Administration, Grounds Rental and Satellite Wagering. Financial
stability for the FMC depends on its ability to attract and retain anchor events and additional facility
rentals throughout the year. FAF believes that the absence of a long term plan for the property, coupled
with the County’s requirement that FMC enter into short term (1 year) agreements with lessees,
undermines the ability of the FMC to attract and retain consistent facility use clients. Nonetheless,
FMC successfully added new revenue in 2010, including an auto auction company. At the meeting on
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June 8, 2010, Jan Shriner, FMC Chief Financial Officer, reviewed financials that could result in break-
even or minimal operating losses resultant from anticipated revenues. Though the projected operating
results do not address facility infrastructure concerns, the FMC financial status appears improved as
compared to the October 8, 2009 memo from Arthur Troyer, FMC Chief Executive Officer.

Option A
Closure of the fairgrounds to public events, including satellite wagering facility, limiting use of the

property would result in closure to the public, discontinuing the fair and other year-round event rental
opportunities. Closure of the site creates a security and building degradation concern. A portion of the
buildings could be used by the County for other purposes, including warehouse storage, force
simulation training for law enforcement, emergency vehicle operations course training.

FAF estimates annual costs associated with minimum building security and maintenance to be
$1,310,000". This amount includes minimum levels of maintenance, life and fire safety, landscaping
and security. Emergency repairs would be funded from Fund 50 Backlog Maintenance program,
impacting the General Fund. Utility costs are not included and are presently not budgeted in FY 2011.

The Fairgrounds are located in an area of San Jose that has little open space and no public parks. In the
early 1900s, the City of San Jose had an opportunity to determine future land use plans to incorporate
parks for the residents in this district; however, the City opted for industrial and residential
development. Of late, San Jose has been actively searching for park space to provide residents in the
immediate community a place to have outdoor events and recreation. It is not appropriate to place this
burden on the County; yet the County must recognize the importance of the Fairgrounds to the nearby
community as well as the county as a whole.

Timeline to implement Option A would be 6 months.”

Option B
FAF to assume management of the fairgrounds site, including satellite wagering facility, providing

year-round events management and continued public access would require additional funds for both
staff and facility improvements. The Fairgrounds operation should be budgeted as an Internal Service
Fund to minimize impact to the General Fund.

In an analysis of operations (see below), if the County were to incorporate the operation of the
Fairgrounds with the existing Facilities and Fleet Department organization, annual full-time ongoing
personnel costs® would be projected to be $2.2M. In addition, the Satellite Wagering Operation costs
may be understated as this operation is highly specialized, possibly requiring contract for a portion of
the operations (see Parks analysis). Finally, seasonal and extra help employee costs® to operate various
events throughout the year are estimated to be at least $175,000, for a total cost of $2.4M.

! Annual maintenance costs of $1.31M, excluding repair, is calculated at 2% of existing building asset replacement value
base of $65,500,000.

? Option A would require terminating agreement with FMC, vendors currently under agreement with FMC, site
improvements for added security. Timeline does not include site modification to accommodate additional use other than
warchousing.

* On-going personnel costs are detailed in Attachment 1.

* Seasonal/ Temporary employee costs are based on 10X Fleet ISF Temporary Help budget ling; this value is subject to
volume of events and availability of volunteer/PSP workers.
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To summarize, FAF operation of the facility result in personnel costs greater than $500,000 more per
year plus contracting fees associated with the SatWag operation. FMC is not obligated to compensate
fair market wages and benefits. Service and supply cost’ is forecast to remain constant, at a cost of
$1.6M.

The cost of simply maintaining the Fairgrounds facility infrastructure is increasing because of the age
and present condition of the facility. Not including grounds maintenance, there is approximately
182,000 square feet of buildings to maintain. The 2006 Whitestone report indicated backlog capital
improvements in the amount of $23M. At a factor of 2%, current backlog® is estimated to be greater
than $25M. Should the County assume management of the facility, the $25M would be added to the
Capital backlog budget of $450M.

Timeline to implement Option B would be 12-16 months.”

Option C
Solicit Response for Information (RFI) to identify interested parties to act as management agency for

the fairgrounds site; extend annual agreement to a 3-year agreement with two one-year options. This
option provides the least risk to the General Fund. Capital improvements would continue to be a
challenge, however certain minor projects such as asphalt repair and grading have been accomplished
by FMC bartering with local businesses.

Other options will directly impact the General Fund. Overhead is high with or without the Satellite
Wagering Facility. Should the property be limited to the fair event alone, buildings and the grounds
will require continued maintenance, safety and security.

Financial stability depends on the ability of the managing entity to provide vendors and exhibitors with
guaranteed use over several years to allow vendors to plan on the event. Providing short term stability
will allow the County to solidify future land use plans with minimum General Fund subsidy.

Timeline to implement Option C would be 6 months.®

Summary

In conclusion, what the County would save by assuming operational responsibility for the fairgrounds
site is much less than historical subsidy to FMC in support of the fairgrounds. Option C would enable a
compromise between the flexibility of future planning and the current site use. Buildings and grounds
are more easily maintained with occupancy; Option C will continue to meet the needs of the
community for the least capital investment.

* Service and supply savings from centralized Procurement and government contract rates would be offset by the ability of
FMC to trade with local businesses for various services and supplies (parking lot resurfacing, for example).

¢ Backlog is based on the Board Policy for valuation.

7 Option B timeline includes adding positions to support site operations, transition with Sat Wag ownership, infrastructure
improvements, identification of volunteers and coordination of fair operations. During the transition there would likely not
be a County fair or other scheduled events.

* Option C timeline includes developing RFI, including scope of work, solicitation and response evaluation, County staff
would coordinate amendment to the agreement with FMC.



Facilities and Fleet Department, Fairgrounds Analysis, October 29, 2010

Attachment 1 — On-Going, Full Time Personnel Costs (based on FY 2010 Personnel Costs)

Annual Full Time
Hours/ Employee | Annual Total | County Total
FMC Classification County Classification Shift Factor Comp Salary | Annual Salary

SATELLITE WAGERING OPERATIONS
Admission Clerk Office Specialist 111 286 13.75% $79,464 $10,926
Janitor Janitor 634 30.47% $72,912 $22.214
Janitor Janitor 1872 90.00% $72,912 $65,621
Janitor Janitor 1560 75.00% $72,912 $54,634
Janitor - Supervisor Janitor - Supervisor 2080 100.00% $101,916 $101,916
Admission Clerk Office Specialist I1l 286 13.75% $79,464 $10,926
Bus-person Food Service worker 2080 - 100.00% $72,912 $72.912
Janitor Janitor 1306 62.81% $72,912 $45,793

$384,993
GROUNDS CREW
Groundskeeper 1 Gardener 2080 100.00% $86.,904 $86,904
Groundskeeper 11 Gardener 2080 100.00% $86,904 $86,904
Groundskeeper I1 Gardener 2080 100.00% $86,904 $86,904
Groundskeeper II Gen. Maint. Mech. I 2080 100.00% $77,520 $77,520
Groundskeeper 11 Utility Worker 2080 100.00% $76,932 $76,932
Groundskeeper 11 Utility Worker 2080 100.00% $76,932 $76,932
Groundskeeper I1 Utility Worker 2080 100.00% $76,932 $76,932
Supervisor/Electrician Building Ops Supervisor 1680 80.77% $142,788 $115,329

$684,357
HOUSEKEEPING Janitor 2868 137.86% $72,912 $100,517
GROUNDS AND FACILITY-ADMINISTRATION
Ground Rental Mgr Asst. Real Estate Agent 2080 100.00% $104,232 $104,232
Ground Rental Assist. Office Specialist IIT 2080 100.00% $79.464 $79.464
Secretary/Y outh Fair Mgr Administrative Assistant | 2080 100.00% $86,904 $86,904
Fiscal-Sr. Staff Accountant Sr. Accountant 2080 100.00% $139,140 $139,140
Fiscal-Staff Accountant Accountant IT 2080 100.00% $106,320 $106,320
Fiscal - Clerical Account Clerk 11 1408 67.69% $80.364 $54,398

$570,458
SATELLITE WAGERING-ADMINISTRATION
Manager Admin Services Mgr 11 2080 100.00% $150,948 $150,948
Assistant Manager Admin. Support Officer 11 | 2080 100.00% $115,680 $115,680
Assistant Supervisor Supv. Account Clerk 2080 100.00% $113,760 $113,760
SW Clerical Account Clerk 11 187 8.98% $80,364 £7,218
SW Clerical Account Clerk 11 1374 66.04% £80,364 $53,072

$440.673
TOTAL $2,181.003
Note:

o Personnel costs reflect fair market wages and benefits in current County bargaining unit labor

agreements. FMC is not required to compensate fair market wages and benefits.
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‘County of Santa Clara
Parks and Recreatwn Department

208 Gardcn Hlll Dnvc

Los Gatos, Cahfo:ma 95032—7669
(408) 355-2200: FAX 3552200 . .
Reservations (408) 355-2201 «

- www.parkhere.org

~ Date:
To:

From: .

Subject:
‘A County 'S interim management of the County Fmrgmunds, and
' B Potentxal Relocatzon of Annual Youth Fairtoa County park site

REPORT SUMARY

‘This report provxdes & program—levcl feas1bxllty analyms of:

(a) Parks and Recreation Department’s interim management of the County Fa:rgmunds, and

(b) Relocation of the Annual Youth Fmr froxn the’ Santa Clara: County Fa:rgrounds to a County park sme

_ (SatWag) facxllty, or the pohcy deczsmn of the Board to not operate a: wagermg facllxty The first scenario
is the Parks Department : assumes the Operahon of: the gmunds and fac:hty renta;l and SaxWag ’Ihe second
scenano is the Parks epa

assume that the Annual Yonth Faxr is retamed on-site as part of the overaJI Faxrgrmmds operanon dnd that
¢évents and other opemtmnal parameters ma:tch the current: program u_r_;der the Fa:rgruuuds Management
‘Corporation (FMC) L .

The first scenario whmh mcludes the SatWag Operat:ons tequ}res the most stafﬁng and services aud
supphes -However, this would be offset by the revenue stream from' SatWag, which ¢ould be as high as
$1, 700 000 per year. A[though th;s revenue source has been stable. over: the last two: years the trend

Salaries and Benefi $1,899,583 :$2,883,303"
Services and Supplies ~ . o §1,602,700 Nt $1,602,700
Total Expendzmres N $3,502,283 - 84.486,003
Projected revenue s 1 $3.408450° -} $3,408,450

Total net cost {o. °Pmt° fﬂrgmﬂnds T (s93833) 1 (51,077.559)
"See Attachment A _ " : _
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second scenaric could have unpacts to the General Pund. Where FMC staff such as the Fair Manager
have prowded over 20 years of expanence and techmcal expemse w1th the operation of thc Faxr event,

_ orgamzer

Based upon prehmmary cost est:lmatw associated with the planning, deveiopment, and constructmn of
 support facilities for hosting an Anniual Youth Fair at-a County Park site location, the range of estimated
. capital unprovement sts assocwted w1th the z‘elocatmn of the Azmuai Youth Fmr would be hetween $3.6.
: rmllzon and $5. lm ' .

Ifan mdependem orgamzer and, separaxe entity from the Parks Department were to operate the Youith _
Fair, the estlmated i’arks support costs assomated witha penmtted Fair event on County parkland would
. be $97,400. _

if the County were the operator for the Annual Youtb F atr on Ceunty park]and, the estlmated total costs

'$7}4 000

_ Recommendaﬁuﬁ' U

Given the need fcr é:étéﬁswe capltai mvestment and staﬁ' suppmt in e:ther seenario, the short-term
recommendation is to continue hostmg the Annual Youth Fair at the existing County Faargrounds
location. Over the long term, the County could continie to. investigate the options fora pennanent new

: locaﬁou, mcludmg posmble parmersmps wﬂh communﬁy orgamzatwns othm‘ local agencies, and pubhc

ANALYSIS

Fm[grounds
Existing Candxtmns

The Fanrgrotmds are currenﬂy mana.ged by the FMC: under amonith o ‘month agreement with the County
of Santa Clara. The FMC operates with an estimated 29 FTE’s with an annual salary of $1,899,000
including full-time, part-time and seasopal/casual labor. The: FMC is heav:ly &ependent upon casual and
temporary employees and:mmaw labor from the Public Service Program (PSP) tbmugh the Departmem of
.Correction. Casual stafﬁng is budgeted in 2010 for about’ $135 000 "

The Faargrounds has two magor sources of revenue-, Satelhte Wage.nng (SatWag) and the rental of
facilities and grounds. Total revenue is approximately . $3,400,000 with'the larger portion of revenue
coming from Satellite Wagering ‘which is approximately $1,740,000. The facility hosts approximately 88
events per year w1th three activities, NOtO-CTOSS, track, pamtball act:vmes and West Coast Auto Auction,
which are hosted on amore permanent basis. The FMC reports that; as.a result of the current recession,
bookings for the use of facmtles hmre éecreased over the past two years. : :

Accordmg te thc 201() FMC budget, other expendztures mclude servxces and supphes of about

[Total 3016; ro;ectodc)gpendxtures-- T $502283
Total 2010 projected revenue | $3.,408.450
2010 projected profivloss) | § (93833

Board of Supemsors Donald F. Gagc, Geargc thrakawa, Dave Certwe Ken Ye&ger, Liz Kniss
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R The FMC has ihree dmswns~ Admmlsn‘anon Grounds Rental and SatWag. The: FMC is operatmg the
o Falrgrounds and: SatWag m‘_ch half of the staff they had ten years ago and employees tiave not reoewed a
- cost of living salary incresse since 2000. ‘Many of the staff classifications used bythe FMCare unique
- suchasthe SatWag Manager Assistant SatWag Manager and the Grounds Supervisor, who is also:the
- Fairgrounds’ elecmczan SatW&g 1s a ﬁve-day per week operanan thh two situﬁs per day, and therefore i 1s :

- quite labor mtenswe

For companson pm'p' ’ :es in th;s report, Cmmty ciasszﬁcaﬁons ﬂmt are. mest sumlar to. FMC pOSlthﬂS -

Wereused. : S e

hie first scenario wor 1_d reqmre the most staﬂing and services and supphes however this would be atfset.
by the revenue stream from SatWag which couid be as hlgh as $I 700,000 per year. ‘Although this .~~~
revenue source has been. : rows that reveriue has sharply declined -
overthe last five: years. ;Accordmg to the EMC; fhere isa poss1bihty that the broadeast times for atWag

- may be’ reduced which would_ﬁ;rﬂmr_decrease revenues in coming years. The second scenario; thch

" does not include the SatWag operations, would reduce the fiimber of stafﬁng by 12 F'I'E 's; but would:
ehmmate the s:gmﬁcant revenue &om fhe SatWag operanens

Ongamg Co.m ,to; Ope ate ﬂte Fangraunds

Besides salaries and beneﬁts of staff where a cemparah]e Ccunty pos;txon code canrepiace an'FMC_ B
position, wnszdefanons need to be made to fill certain pcsmous that do not have a compara_ unty
code For exam 'FMC Grmmds Crew Supcrwsor is: aiso the FMC electrxcxan It is esnm thls

| The FMC utilizes and is dependen: -upot, tha use of part -time casual labor for events and actmtxes onthe -

fairgrounds. Housekeepers are called in to work at trade shows, home shows and other spgq:gl_ events o

keep the facility clean ring t thc event. Aithough the Parks Department dcses utﬂlze some exn*a-heip staﬁ‘
-agreeznents with b ng un ‘

sweepmg They_ prowd_e essennai support to a vexy lean grounds crew. Cm'rent]y, the Parks Deparhnent
has an agrecment wﬂh SEIU Locai 521 ﬂmt prohibﬂs the supems;on of mmate labor By 521 staff ’i‘o

~Board atSupe rvisers: DonaldF Gag:, Gwrchhnakawa, Dave: Certms, Ken Yeeger szKnm :
County Exmdzvg chfrcy%f Srmﬁl - L :
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SatWag would aIso need to mest these requments In addmon to bamg hcensed, the manager and
assistant. managers of SatWag harve umque knowledge of horse racmg It ‘may be very chﬁ'tcult for the

Ongoing Costs to Parks:ﬂepqrtme_nt; with. SatWagj :

Salaries and Benefits. = - o 4 THTEY T 828833030
Services and: Supplxes _:_ :::: S $l 602,?00} s . 81,602,700

: 'TotaiExpendmlres S | $3.502283 0 |- 84,486,003
Projected revenue 31-1-;3f3::” ’ Sl $3,408450 0 | ... $3,408,450
Total net cost to operate fmrgmunds (893833 | '3(313077,553)

SeeAt:achmentA I TILEE

Ongoing Cost,s* fo Parks Deparm:eut wzﬂiom S‘afWag

_ Salaries and Benefits __ $ B - - §2,004.421
' 'SemcesandSupphes el B A $935 100 CL 58935100
i Total Expenditures* :':-f' ' '. T _$2186808 '. T $2,939.521
| Projected reverie L e 81665200 81,665,200
-Tota] net cost to. operate falrgﬂmnds : - ($521,608)"" . (31;2744321)

| As md:cated by the two tables above, salane.s and beneﬁts wou]é_ be cons1derab}y higher wheu comparcd

Admmlstmnon, Fiscal and SatWag offices; oﬂice computers, prmters, copzers and othier oﬁice machines
- and’ equlpment must be con51dered Vetuc}e costs and othcr eqmpment which would be reqmredto

In the current agreemcnt bc‘fween the County and the FMC, if the FMC is. dlssolved all assets would
revert to the County, therefore, one-time coststo. purchase vehicles, tractors and othcr equipment would
be rec!uced A review of the FMC fixed. asset list shows nine pmk—up vehzcies twe dump tmcks, two.

Boaré of Sﬁpﬁwm Donald F. Gage, George Sbwakzwa, ﬁav: Cextcse, Kcn Ymgcr L;zl{:uss
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L tmctors two. mmmarmai mowers anda vanety of other vehicles. Most of the: vehlclcs are. over twenty—
- five years. old and one is thirty ‘'years old. One of the dump tracks i islisted asa’ 1969 model. It i is unknown -

what these veh:cles semceéble hfewlli be if assumed bythe Coumy, but they do not meet the County s :

Total One-Tinm Fixed Casts to Parks Depamnent

Vehicles' — si5000

Equipment and toois R b 3165,000
.| Information technnlagf and telecmnmumcatmn : B < $82.000.
‘| Total one-time costs - ' 3472,060

New vehicles wotild includ "'EEwe {5) unilty vehxc!es, two {2) pick-up trucks, anda dump truck. S Z" o :
% New equipment and tools would include: skip loader, flail miower and small o miedinm fide-on mower for unfmamtenance

*The County Infmatmn ervices Departaent (ISD) ldcnnﬁod +he need for. Mxme costs for netwnrk mfomatmn support as-
$82K, with ongomg semce fuw of 48K _ _ _

D’e’;fér’reéMéii:teizan frhe-mrgrbm

Another nnportant_conszdmﬂon when' evaiuatmg the overall costs of the F alrgrounds operations i is the -

condition of the faci * infrastructure, In a 1997 assessment of the fanground’s facilities, it was -
estimated that $23,000,000 would be required to refurbish the complex’s assets and brmg facilities upto
code. Subsequently; about $4,000,000 Las been allocated t the FMC. for caplfal nnpmvements Projects.
included sewer and storm _dram repairs, renovations of restrooms; improvementsto lighting, electrical and

. HVAC systems i Hall, replacement of rain gutters, ‘painting ¢ of facllmes and the construcnon of
‘arena b!eachers Ail maled ‘the cost ef these unprcvements was $4,652 809 -

As of Novembér 2009 ihe falrgrounds had sm mag or cap:tal projects totahng :$864 700:0n hold pendmg
fundmg ‘I‘hese pro'ects inc} ém § /

. calls for the replacem ' of ; xxtnres and pamt;pns and the repznr of uie and ﬂoonng and pamnng Tihe i:
cost esmnafte for th:: ﬁr was’ $9ﬂ8 676 '

In addition to. needed slructural improvements, asphatt pavmg ‘within: the faxrgmunds is in poor condxtlon
‘and is crumbling away FMC-'is._domg some patchwork repairs to the: rtoad surface, however the pavmg
throughout the nds is in need of replacement. A conservative esumaxc to resurface the h rdscaps
iof$l 500009t0$2000 D(}OhasbeenprovxdedtotheFMC o o

Boml of Supewi“mt D;:nald F Gagc, Georgn Shlrakawa. Pave Ge:tm:, Ken' Yea,gec. Laszss
County _ _]eﬁmyv szth
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The. Parks Department explored two. operauonal scenarios fc}r thc reloeat:on of the Annual Youth Pazr toa
County park:site; -
1. Developmient and mamtenancc of a park s sxte locatxon, w;th alI actwmes assocmted thh
conducting the Youth Fair performed by a non-County entity or indeperident organizer and;
2. :Development and maintenance of a park site location whereby County staff would conduct all
actwmes assocmted thh the Youth Falr, f'ormally prowdcd by the FMC.

- - needed to plan and host the Youth Fair; developed criteria to. park sxtes, analyzed four park
' locat:ons as possible sites;” assembled prehmmary costs 0 prepa:e/operate each site under two possible
- scenarios; and conducted mvestlgatnon_a_s_te how other county fairs and pubhc festivals in the area are
_ ‘operated. - :

The Santa Clara County F&ﬂ' has been oomducted annua] iy since the mxd 1940’3 Many of the structures
built to support the Fair in the 1950’s and 1960"s at the existing fzurgrounds are still in use today. To
generate the revenues needed to. suppart the facmty, the: Falrgrmmds are operated-on a year-round bams
by FMC hostmg approxxma:tely 88 events pcr year. separate from the Youth Fair.

In 2008, FMC’s. governmg ‘board refocused the Coumy Falr to be a youﬂx-onented agnculturai event. It
was re~tlt1ed as the “Annual Youth Falr” at that time. Currently, Santa Clara County has 13 local 4—H

emoilment of over 57 000 smdents throughout the staxe.

'Local clubs and schnol programs are actxve m a wxdc range ef acnwtxes that support youth mterest in the

cazegones :
divisions, and 1; 536 enmes ifhe age—speciﬁc stﬂis categorxes The Fa:r wal be open o the pu’ohc for

~ four days, onAugust 58 1o 8“" with actual on-site event preparation’ commencing on July 17" The FMC
staff begins pIannmg and orgamzmg work 10 monthsin advance of the event.

Tahle 1: Recent Santa Clara Cmm  Fair. Attendencee

2006 | -3
2007 ss 000 5
2008 50000 3
2009 10,000 4

F: gures supphed by the Fair Managemcat ”Corporanon (FMC) L
Fxgures dre estimates onIy Admission his not beeni charged $ince 2095 and| parkmgfacs haw.: notbwn charged since

2006 ’CountyFa:rwasmfocuscdmAnmmI Youth Fair format in 2008.

2 Brammal Report: U!tmnty ef Caixfomao‘ooperauve Exténsion - Saﬂz Clara LCounty. 2005-2006

! California Department of Edtcation: Agricultural Education Enrollment Data Summary Report, 2000
Board of Supervisors: Dopald F, Gage, Gecarga Shu-akawa, Dave C::nese, Kcn Yeager Liz Kniss
County. Emutivc. Icﬁ'zcy V Spith Xy
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Sign{’f'tct_mt f'mdmgsfmm Qverwew of Egc_isting:}_’omb Faif,- Sue, Facilities, atzd’Management:

event occup:es up ta 39 acres, W[ﬂl an: addmonal 10 acres on average for attendee parkmg

amounts of mdoor buxldmg sPace are curpently nsed to securely house and’ display small animals
and StIHS N _ : o
range of sxte unlmes i.e: electrical power, outdoor hghtmg, water, samtary, and rehable
teieoommumcanens Is needed en-slte'to 'conduct a modem»day fair.

» ' Theré is
aneed to. prowdc and/cr store a sngmﬁcant amount of site ﬂumsh;ngs used only during the Fair,

Cde portab!e pens, corrals, spectator seaﬁng, shade sttucmres dlsplay tables, etc.

. There is
a'need to tempora:ﬂy house on-site an estumatad 300 16:500. people (exhibitors and their families,
volunteers; and vendors) during the Fair; adhenng to past practlces that support a umque
immersion expenence for youth pa:tlcxpants
staﬂ' performs a complex azray of duues neeessaryto pmmcme operatc manage, and ensure
conduct a sanctloned fau suchas prepamnon of Y Premmn Book and: sclectmg Staie-quahﬁed
judges for t'he hv&stock _;udgmg

. o Planning
for the event starts tcn months in advance, including outreach to community groups, schools, and
appmpnate vcndors!entertamment prowdms C

. ’ . offset-up
at the site fer the Annual Youth F air begins at 1east two weeks pnor to event

. Under
FMC’S curresit opcratmnal model and budget, the numbcr of hours required of FMC staff for the
Annual Youth Fau' cannot be easxly separatai from sﬁwr responmbﬂrtms related to Operatlcns of

voiunteers for the event aud mmatc workers for s1te preparatxen and mamtenance _

. Commu
nity orgamzatxons such as The Clover Feundanon, 4-H chapters, and others play a dynamic and
evoivmg role in the Youth Fau' providing financza} support and thonsands of hours of volunteer
support in conductmg the event. : _

Site Program for C‘azmry Park Site

‘As a'result of the ﬁndmgs from the overview of the existing Youth Fair and associated site inventory, a
simple prograim for the physical site layout was developed for e:valuanng other potential sites for the
event:

Any site to be comidered should be of adequate. size to }zost a desirable Annual Youth
Fair event, with the abzhiy to provide site access and znﬁamwcmre reflective of current
accepted staidards, in a relevant sefting; and -compatible with both its natural
sur?'omdmgs and. :ke gzneral community. Programming for any site will also include all
existing comparabfe uses’ and’ actrvzties at the: Youth Fair, with-the excepnon of the
amusement r:d’es . 4

Board of Snpemsors: Donald F Gage, Gcmgc Shimkawa, Bavc Cortesc Kcn Ym Liz Kniss
Cuﬂnty Executwe Jeﬁ'rey V Smﬂh e



_ | codc standards suchas mtamak clrculatlon (madways and paﬂiways) utzimes, teiecmnmumcauous Rt
: ;semce, pennanent structures, arenas stable surfacmg, ouﬁdoor l]ghtmg and fencmg ' :

Burpett A.rea i : Coyote Creek Parkway, _
Coyote Ranch in Coyote Creek Parkway, and
Maxtxal Cottle ?ark :

e 8

;Baar(! oi Supm;serr Donald E Gage, Gesorgc Shnakawa, Davc Corbese, Ken Yeag:r L:z Kmss
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Table 3: Park Sites Evaluation Sumumar

permanent restmoms, enixy kxosks arimmtstraﬁve oﬁice space for Fa;r persmmeL corrals; pens, shade
structures, RV sites, outdoor: event space; arena, spectator seating,. hand-wash stations; portable toilets, or
other facilities to. house exh;hxts were niot evaluated: Actual costs assomamd with: final site deve]opment
will likely be h;gher L

Board of Supmm's- Donald F. Gagc, Gcorgc Shmknwa, Davz Cuﬂm Kr.:n Ycager le Kniss
County Exeutm- 'Jefrmy V. Sm.lth




Scenarws for C‘om Assocmted wztb Opemtmn of a Youth Fair Su'e at a Coumjv Park PR

: Scenar ' ' :
. An mdependent orgamzea' and separate entity: from the Parks Department wcmid operate the
' Youth Fair under 4 lease, license or annual special use permit; '
' e pnbhc for four ﬁﬂl days,

. FMC’s FY{D eqmpment rentai costs for County Fair ($38 500)
-+ Trisck rental for fransporting equipment ($500)

Incidental custodian, janitorial and specialized traf_l_e‘rcsponsxbtimes R £7.500
(ciacn;xscmn, Wter pamter) performed under contract W1th FAF or '
vemdo e

FMC’s FYIO semoe conﬁxactsftechmcal suppsrt costs for County
- Fair ($7500) -

Evmt trash calleutw :

* Based on the 2010 stnifing st ;
appmved FY’ZOU Feegfo:?mkssmﬂ';gxppoﬂhapmmmdwmt (S’!QOO perhour pustaﬁ’pawnwhwh includss: Ranpers, Mainitérumce

nwdadbythz?arksl)cpmmmﬁnhecm & Festival therkmmatHcﬂychmmwakmd

uﬁcsnwessm :pmmotz,opmte.'urmamgé- :

 [Soecal Uc Pt For. TN S i
- ._'ParkMamxenancestaﬁ“" - ' [ smeon

o Pageuom'_f; o
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complrance of the eveiit with the standards esmbhshed by the State ef California necessary to
-c0nduct a sanct:oned fan' replacmg the suppoﬁ now fprowded by the PMC staﬁ““ '

(6) FTE posmons and perscnnei cos'fs of approx:tmately £654, 000 would be needed for the on—gomg
operations of the A:nnuai Youth Fair. See Attachment L. :

organxzan(m, management and operatwn of tha Youth Fan- by Cmmty staff In addmon to the need to
conform to prowsmns in cun‘ent umt iaber agreemenfs that determme wages and beneﬁts for County

these semces ‘would be' prewded nder cuxrent provxsmns As the Paxks Department does not routinely
mclude the followmg posmons in theu' staﬁ', the Parks Department would have o contract out forthe

Housekeepmg/f amtor:ral Serwce.s

For the Annual Youth Faxr ‘the FMC shared with the: Parks Department that ﬂmr staff provides many,
unpaid hours, and their volunteers, parenfs and children, and comml;mty members devote countless hours
to the Fair cvent, whxch are not captured in the persormel costs. The }’arks Depa;rtcnent w0uld also hawe

Festival in the Park ev;:nt neqmred 1,300 hours of. Parks staff time; 800 houss of documented Parks
volunteer timeé and tindocumented: community support hours. The number of vohmtwr hours has not
been estimated for ﬁm Annual Youth Fa:r ata County Park.

Board of Supemsors Donald ¥ Gage, Geofgc Shlrakawa, Dave Cortwe, Ken Yeager Liz Kniss
Cuuaty Execuﬂve: kmyv Smith RIS .




Hours and Pets m Pa:ks Ordmance to accedate evemng use when fhe park is closed and hve ahxnia?s o
m the park - - . A

Summd!:voflnv .

Monterey Coimtyf . fri .' :f:annual Momerey County Fmr takes place atthe MOntemy Ccunty
.Faugrmmds, an even c_enter set on- 22 acres. ‘I‘he Fau'groands alse hcsts many ma;er' ! h i

Halimaxk Btnltimg. a 7 ml SF banquet hali whmh also prowdes ﬂ:e stage for mght a,ctmtrw at:the Falr
_‘I‘he total mdaar bu;ldmg space needs for the Mouterey Cazmty Fairj s 34 000 §F, mcludmg ﬂ]e Banquet v
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Hail bmldmg, Agrlcuitural bmldmg, 4}UFFA bmidmg, Vlsual Arts bmldmg and Floral bmldmg The

" is typxcally not suﬂiclent RV parkmg fer exhxbitors and!or thelr fmmhes On-s;xte secunty is provxded
with two roving secunty guards durmg the fair event.

The Monterey County Fazr recewed approm:ate]y $115, 000 in armua} funds to operate the fair. The Fair
nets appmxxmaiely $30 000 130 $3 5,000 in reventes. 'I'he Fau' is ﬁm&ed by the Dlsirict Agncultura]

~ Fair and the Friends of the Falr Foundanon, a 501 0(3) orgammﬁon provxdes an. annual coritnbutlon of
’ $50 000 toward ﬂ'le Fair. event B

place in October, geered towards, commumty leammg, where fees are not charged for animal exhibition
and judging.  The “Jackpot Show” is:another community event where children brmg their livestock to the
fairgrounds the mght before or the day of the event for show. There are two areas set up for this livestock
show dunng the, last weekcnd of March The Jackpot Show has recewed over 300 entnes m@sﬂy

Gttroy Garlic Festiva[ The Gilroy Garlie Fe.stwal isin its. 32"‘1 yearat Chnstmas Hill Park in the City of
Gilroy. It is-an ammual event typmaily scheduled on the last weekend in July; this year’s event will occur
from July23 through 25th. T,he Gﬂmy Garhc Festwal does charge admxssnon $17 for adults; $8 for
entertainment on thrce stages, coekmg demunstxatlons mad 8 separate chﬁéren s area are all included in
the price of admission. The festwal has annuai axbendance of 100, 000 and has a volun:cer carps of 4,000.

‘The Gilroy Garhc Fest:vaI Assoc;at:on has invested. appmximately $1 million inimprovements to beneﬁt
both the event as well as the park for general public'use.  Iinprovements include electrical and water
outlets, pennanent sleeves for canopies, pedestals to'accommodate booths; fire tmlls fencing and
additional. picnlc areas. 'I'he event Ia}uout does not. vary much fmm year-to-year because of the locatlon

areas of Christmas. H;ll Paﬂc are used for the Gﬁmy Garhc FestwaL the main part of Chnstmas Hill Park
and the Ranch sﬁe whxch is separated ﬁ‘om the park proper by Mlller Ave

Christmas Hil} Park is a Ctty of Gﬁmy commumty park thal is- approxunately 50 acres in tutai size. In

for development, opers!tlon ané mmntenanoe of an expanded pa:k. ‘The lease agreement is in. eﬂ’ect untxl
2015. Staff from both agenmes are cun'ently in the process: of renegonanng a renewal of the-agreement.

Board of Supervisors: Dona!d F.Gage; Goorge thrakawa, Davc Cormc, Ken Ycaga‘, LizKniss
County Executive. Icffmy V. Smith i c
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1 - Salary?

91 Amsua! Tntal_

- ‘Comp -

1 Tntal Annnai

Exec. S@c/FatrManagcr
: -_Rccepnonmt

i'ZOfﬁceAssmmwc:m s

" Purchasing -

% '-ProgmmMng .
' Management Analyst.

- Office Specialist 1T

_Gxnuncis_Reang;;j Crenlig

‘Grounds Rental Asst™ 1.7

CFO/Controller
- Account Clerk -
: Semur Staff Accountant
- GROUNDSCREW
Gmds CI%W Supemso;. o =,
Gnlds I.aborer i
Ginds Laborer
- Grnds Laborer
- Grnds Laborer
Grnds Laborer.
Ginds Laborer
Grnds Laborer - S
' HOUSEKEEPING
Eiectncaan i
Carpenter
Painter. |
.Lla:son! Hﬂusekeepmg

Ofﬁne Speciahst III
Accatmt CierkH
Park Use Coordmator

: Specxalzstm
' "Sr Accountant o

5" Account Clerk 11

" Accdnitant 11

- Sk, Park Maint; Wotker

Park Maint. Worker IAT:
Park Maint. Worker 771 C
Pakoﬁ!ﬂt Wﬂrket UH:

- ParlcMaint. Workerm_'{. _
ParkMamt. Worker 1/T1
© Park Maint. Workerm-..'

T ParkMamt Warkerynr

Eiectncmn

Chief Custodian e

'SATWAG ﬂPERA'I‘ION g
- Housekeeping ..
Manager ~ Sath,g
Asst. Mgr—Sat Wag -
SW Clerical .
Adzmssmn Gleﬂc _
Janitor '
Janitor-.
Jamtor

JamtorSupemsor RS
Bus~perscm _ |

Pamter

“Facilities Maint. Rep
: Iamtor Snpemsor 1

Jammr

7 Admin Services Manager'

" Adntin SupportManagerf :

e "Supenqsmg Acct. C]erk
o .Aect Clerk I

© - Office Specialist 11T

Janjtor
Janitor

" Janitor

Janitor Supervisor -

‘Food Service Worker :

' Parks Voluatest Coordinator-

$151 876'

C$127,733
578,554_‘
$78,564

$52,442

- osTRs64
8137364
843,698

$105,024°

- $108913

©$93,500
893,590

$93,590
990

7$93,590
$93,590°
886,374
- 873,562
873,561

864453
$1101,91'j65' B

‘$i012 i

“$150948 3

$115,680

S113760

$52; 442

$1912

'$’?2,9’12

$43 74T
3101916
$72 912

113,748

05

B )t €

LeTE
bt pd . 33 -.G:‘Hv-:—' -

Pkt

05

05

33$113 748 . -

$78,564
"$137.364
$21,849

| s10502¢ |

s, 913

593,590
$93,590

393590__-_'

§${{3-,_18"¥ :
836,781
836,781
. 864,453
'rsi,-'oi*mis‘

ﬁmmz'ﬁ’

150948

$115,680

- $uaTe0
$39331

$21,852
snen -

- $72.912
843,747
$101,916
7812
56874

$2 823 860

| Lsus.mx*” T 2
O%Contmgencyfor
ContmctSemces

i)

oS

359 443

LTuw '

s sz 883,303

1 Pe«sannei costs rcﬂec: fazr markat wages md bcncﬁts ifi cufrent Coz.mly bargaimng umt labar agrcemcms.
‘2. Personnel costs do not include County and Department overhead charges,
3. Costs to repface ﬁzeiPMC’s usc of PSPIEnmste and. msnal ‘seasonal Jabor were not mc!uded.

- Beard ofSupervisors. Dmaid F. Gage, George Slmkxwa, Dave Corme, Ken Yee.gcx Liz Kmss _
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-1 Coststo rq:lm:e the FMC’s unpmd cvett;me wem not, mcluded
. Attachment B _____

: W&st Flat Area (Coyote Lakg-rﬁarvey Bear Ranch Connty I’arii, San Martm) :
- The West Flai Am is 285_ acres ofgrassland on th_e Westem edgef ofthc 4 448 we Coyobe Lake H.awey

: reserved for firture devciopment are: mciuded ina grazmg iease thh a prwate operaior and the emstmg
bam complex serves as the main; on!off loadmg area for that grazmg operat:on, o

Burnett Area (Coynte Creek Parkway County Pnrk, Morgan Hlll)

County Park. Locatéd inan unmcarporated part of Morgan] I—hH the mldpomt of the site is 1. 2 miles from
the intersection of Bumett Avenue and Monterey H:ghway “The midpoint of the site.is 2.5 miles from the
- Cochrane Avenue interc hange on Hwy 101 The sﬂ:e is. !es than 0. m:lles fmm Ann Sobrato ngh

and septic systemS' on's;te are deﬁmch No habltable stmctures exxst on-snte The exustmg barn on the east
- side:of the creek is used by Parks mamtenanoe staff for storage and is access vid a narrow pedestnan
_ bndge :

Board- ofSupervisors: DonaldF GaggGeorchhtmkam, I)achortese Km Yeaga, szKms
CenntyExeeuﬁve JefﬁeyVSmxﬂx R R R P AR S o :




ital Improvement Plan Fund costs for the deveiopment of the master plan and

. GEQA was approxnixétely of $25 5, 000 (FY 2005) In the master plan, amultz—purpose actwe_'recreahonal- '
th‘ : :

o the'C’ity. of*San }ow
: north of the Bail s

Also mciuded in the stuéy area of the Coyote Creek Parkway Master Plan appreved by the Bcard of
‘Supervisors in 2007, no change in use was identified for this area: The current lease stipulates that ﬂ;e
' 'County may use thc‘szte _for up to seVen days ayear fora scheduled event. No ovemxght pubhc use -

: 'Mam:zl Cottle Pax:k cenmsts cf256 64 acres where the County owns 120:12 acreés and the Statc owis B
" 136.52 acres, The joint. ownersh:p of the park property is governed by 4 Joint Powers and Opemtmg
: Agreement between the State of Cai;fonua and the C‘A}nnty of Santa Clara. In addltmn, there n:mams 8

produce stand located on Snell Avenue during the stand’s business hours; The site can'be accessed by

- Smce tius is anundeve]oped park property; there is currently no pubhc access to the site; except to the:

nghways 85 8? and 101 'i‘hc Blossom Hﬂl Road emt from }hghway 85 wouldbe ﬂle nearest hlghwa)(
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Public transit is avaiiabie to the site, whexe the nearest bus stop is located on Snell Avenue immediately
east of the site and the Blossom Valley VTA light rail station is located mnnedmtely_ south of the site. The
3 -Blossom Hill Caltmm: statxon is locaied approx.zmateiy twa mﬂes east of the site.

The ma_]onty of Mart:tal Cottle Park is: charactenzed?a_s ﬂa.t, open ﬂelds that have been seasonally .

. Smce 2007, the. Parks Depamncnt has been ‘working towar_ds the cempleuon of'a State Park General Plan
_and County Park Master Plan (“Park Plan”) aiong wnh- _Enwronmental Impact Report for Maruai

- Board of Supervnsors Donald F. Gagc, Geargc Shzrakawa, Dave Corn’ese, Ken. Ycager Liz Kniss
. County Executive: Jefﬁ'ey V; Smn‘.h .
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Attachment C : .
On-going Ceunty Personnel Costs to Opemte Annnal Youth Fau‘ on Caunty Park S:te

A ) e o Ahhﬁal' o |- Employee . County FTE | B R
T Poet b, FMC 1 CountyEquivnient County | Factorfor | dedicatedto Conuty'[‘ota] R
ST e L e T‘é‘i‘;’frﬁ’?": CFTE | FairBveat | Fair | Anouel Cost |

ﬁ*s ----- et
127,733 1007 '

100 '_ .......

D g r '_'-':_1_;@0,_0._ j"j*;.

| Reooptionist - 050 7864 050
;:;_'OﬁEGEASStP’Clenca] 0,50 :Ofﬁce Specmhst]lli 718,564 050 3
E,:"fI’urchamng : . : '050" AcccuntClerkII - 43,698 0.50
- Grnds. Rental Mgr, . 1.00  Park UseCoordinator 113,748 1.00
' GroundsRental Ast ~ 100  Office Specialist I~ = 78,564 1.0

'_ _3_(}_FO/CorztroIier © 100 St Adccountant L 137364 1.00
~Account Clerk 0.55  AccountClerkll 43,698 050
. Sr. Staff Accountant ~ 1.00 -Accounm'nm o 105,024 - 1.00
" GROUNDS CREW o e
~..“Grnds Crew Sup.. 074 St Park Maint. Worker 108,913 . LOO
' Grnds Laborer 100 Patk Maint, Worker TIT - 93,590 - 1,00

"GedsLaborer . 1.00 - ParkMaint. Worker VIl . 93,590  1.00
'-;;GmdsLaborer 7 L0g - ParkMaint; Worker VIl 193,590 1.00

’ 5'.;§mmmmmnrmposm¢mm Worker VI .~ 193,590 1.00
 ‘GrndsLaborer 100 - WadoMinCadndkemBfi 193,988 100
:3":_:GmdsLaborer - 100 _ ParkMamt. Workerml'. . 93 590' -'100

050 __
eS0T

_Q_sn"
100 |
100 o
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. Notes:
" 1. County personnel costs reflect fair market wages and benefits in current Coumy bargaining unit jabor
* agreements. The FMC is not required to compensate fair market wages and benefits,
2. County ‘personnel costs do not include County or departmenta} overhead charges.
3. County personnel costs do not reflect contract hours or services provxded by FMC lecstonk Supenntendent/
Asst Livestock Superintendent; - '
© 4, County personnel costs do not include the addmonal six (6) FTE's that wouid need to be added to oﬂ"-set the
- loss of PSP/inmate workers that the F MC currentiy uses a8 casual labor, if agreement is: reached wﬁh bargammg
- umits foruse of PSP workers. - ol DT el
s ’I'he Parks Department recomme'nds addmon of aParks Vaiunteer Ccordmator tc address volnntcers and

i-Ovemme casts for posmons ass1gned to the Fmr are io be deternnned

Board of Supervisors: Donald F. Gage, George Shirakaws, Dave Cortese, Ken Yeager, Liz Kniss
Couniy Exccutive: Jeffrey V. Smith
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Attachment D: Maps of Four County Park Sites Evaluated

Coyote Lake Harvey Bear Ranch County Park, San Martin

West Flat Area
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Board of Supervisors: Donald F. Gage, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss
Couniy Executive: Jeffrey V. Smith
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FIGURE 8
West Flat Area

| only and to i

of proposed uses. More detaiied design for the

.l_____

Project #00.067

Draft Master Plan

Coyote Lake-Harvey Bear Ranch County Park

Bellinger Foster Steinmetz

County of Santa Clara Parks and Recreation Deparlment

January 2003

Note: Design for the West Flat Area is

West Flat and other areas of the park will be

compieted as a part of phased

_,./_'"
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.
-~

2 2
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Board of Supervisors: Donald F. Gage, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss

~

ity Executive: Jeffrey V. Smith

woun
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Coyote Creek Parkway, Morgan Hill

Coyote Ranch Site

Burnett Area Site

Board of Supervisors: Donald F. Gage, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss
Couniy Fxecutive: Jeffrey V. Smith
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Coyote Creek Parkway (Burnett Area Site)

Burnett Area - Regional View

() Smhs SRS

Board of Supervisors: Donald F. Gage, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss
Couniy Executive: Jeffrey V. Smith
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Coyote Creek Parkway (Burnett Area Site)

FIGURE A-3:
Burnett Avenue
Recreation Area

active

Coyote Creek Parkway County Park: Integrated Natural Resources Management Plan and Master Plan * o
SANTA GLARA COUNTY PARKS T T T T __._._:.:..n
restemm

Board of Supervisors: Donald F. Gage, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss
Couniy Executive: Jeffrey V. Smith



Coyote Creek Parkway (Coyote Ranch Site)

Coyote Ranch Land Use

SANTA CLARA
£couuw PARKS

This map generated by the County of Santa Clara Department of Parks.
and Recreation. The GIS fies

Whiie coemed reiisbie, the babdity

October S, 2005

Created By:
J Falkowski

Board of Supervisors: Donald F. Gage, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss

Couniy Executive: Jeflrey V. Smith

Page 27 of 40
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Martial Cottle Park, San Jose

[= et
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81

ARRE T

Martial Cottle Park: Project Area

Board of Supervisors: Donald F. Gage, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss
Couniy Executive: Jeffrey V. Smith
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Martial Cottle Park, San Jose

Revised Draft
Preferred
Alternative
Martial Cottle Park
Master Plan

Apeil 1, 2009

e A

by Pegwn
whorvranon xaton of weat, KEe and of e Fformanan Pon we

Cortract requremants wi St he phasry of 3 progam demerts
preswted

Santa Clara County Parks and
Recresion Deportmentand. 5.
California State Parks ~ aeuses,

Design, Community & Environment
Berkeley, CA

Board of Supervisors: Donald F. Gage, George Shirakawa, Dave Cortese, Ken Yeager, Liz Kniss
County Fxecutive: Jeffrey V. Smith
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Board of Supewisors- Donald F. Gage, George Si:lmka'wa; Dave Cnnesc, Ken Yﬁﬁsﬁ. le Kiliss’
(:wuty Exccutive: !cffrcy v, Smtth E :
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benches, picnic tables, chairs, -

umbrellss, ‘exhibit tabias
etc...) .

© Site- Mamtmance shop and

y !
- . iRollupDoomfrearacc@s
» “ =" Aircopditioning . :
e Stllg T '.:.:Ablhtymsecmexhibﬁs
w2 stages of demo areas g . :4_5__000 sfindoor space.
" Pmﬂn'ycheckfpenyjudgmg -1 AR
o areas . oo on s i 1. - R '
" “I'ExpoHall | = _Exppf_{gl_l_;:_arkmg {53 acres | -‘.-.anveh:cular!EMGaccesstosne
Compicx ' ' Employse Parking: - o " ‘Service entry and paved parkmg
...... = Corp Yard.GutdoorSmrage o oo .3 ‘Warchouse and Storage Arca
Pavilion Hail | » School projects and stills- l3m ¥ :':-',EgPotabie watcr, eiectmalpower, and 'B.estwoms
| * - Family-oriented venders | footprint: | ‘= Kitchen. '
L .Commumty—based ' .| = Vendor parking and roll up ¢ doors Abzhtyto
organizationuses |  gecure exhibits
" One (1) mdoor stage = RV dump station inrear.
ERTREE A S *"33,000 SF indoor space
--------- L % . 10:000 sfpatio’ spaceatrear
: Fa:rgounds n Faeranagtrsoﬁ"ces 1 0.18acres | *Year round operation. . -
Administration | * Reception Area B ® Fullutiliies
Building »  Clérical’ Staﬂ' cfﬁcc (4 & Intérnet/phone service
cubicles) : % - Airicondi emng
] _Mecnng room(s) and: general ' = ADA fccess
- purpose areas. = Restrooms =
= Storage Rooms =8 000 sfindsor space
* Staff Parking - - L R
Warehouse *  Fair Furnishings Sturage 0.55acres | -Year Rmmd operahon
and Storage . (bleachers, tents, portable - . -n Fillutilities: :
Sheds stages and sound. Systems, : w Coordinated site mamtenance and repaw
portable peris and enclosures; - * operations.

= Site suppoit. ofﬁce space

s Appmx 25,000 sf indoor- space' |

office .

~ Board of Supemsors. Donald F. Gagr,, Gcorge Shtrakawa, Dave Coﬂese, Kea Y@ager, Liz Kmss




Tivestook _-;'.Nom;_'f ot Smne{uzf B acres '..;';;.Patablewater
[Aeas | —BfixSfcomalsinsalled) | - fx
| Central comral - Mamshow i

: ' . :.}BMOI;LW&OCR Auction

- Petmancnt Fencmg :
g Seatmg forSpectators o
AV Equlpmentf- -Sc :

AcuvmwAwa ; ot . R

| -and vendor . lw:
‘staging:

: G;S‘*_'%#m;_ :

Tl e w L

I :3'_Potabfewater

“‘Beriches
. Power Dmps
antable Shade _

225 acres

 Grassy or furf areas for gathenng space
- Access toexhibithalls e
'_Flaublespaceforevents anddemonsmons SR i

= Climbing Wall

: 'Potable W&tﬂ'
Tables/Be;ncbes Lo
Portable Shade/ Umbrellas
Outdodr hghtmg '

" Power (irops

[ ]
L . B . X
{= 3-Fackgoatsfm1mature horses <
L

- Alternate family carmval ndes 480 a:;::re_s'

Esplanade
BEN -'-.areaandﬁamﬂy—orxentcd

s ':ZIMedieVameﬁmssance
| Activities -

TR O TR T B

9.32_5{q;¢s - _g.'--RVHook»ups T e
. IR "RVdunzpstatxen ‘
X seofex:stmg axrgrounds’ restmams and

RV Patking [ *

| j :::showem e

BoardofSupervkors Daﬂﬁd_.'_ﬁaggﬁeowge&makawa,mcmmn%m Ls,szss i
CountyExecuttve Jeffrey: V. Smi L
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Emergency -
Response . - .

Center. .

”--9‘9.’3:.:%-' S 1260 ﬁfh&éQIOﬁic@ space

: Hospmhtyf

_Use of ﬂze,“Pepperstcak House restaurant and

Board of Supervisors. Dona}d F, Gage, GeorgeShlrakawa. Dave Cmtesc, Ken Y«mgcr Liz Kmss




L ;wabszte) R
14 5Selecnonandmtent:on of Smte-cemﬁed ]u@i .
157 ,?re-tagyng{Collecuon of DNA samples from ammals e '
|.6 | Data entry associated with the registration and entries, Judg_g results, etc
17 } Coordination of eventspace: {eg space plaxmmg, comphancc with Fire " -
1 71 Marshal Office req., etc.)
8 | Coordination of eventcommﬁtees
19 COordmatwnoqulnnteers ey
i10 Coord :
11
12 Coerdmauan oqumorAuctxm Saies o ___I'FairManager . =~
13 -Coordmahon emeeAﬁsAuctxon ' "Ff'j PairManager =
| 14 ] S ;FalrManagex A
_.Huﬂer Entemammentforﬂ-ne carmval etc} e )
15 | Coordination-of exh:bltors and entries. (eg hve ammals shﬂs,commumly— FmrManager,- o
1 basedorgmumuons,e s SR L
16 Coordmatmnoftempb 5 3-:;Fa1rManager;' R
1 -exhibitors): L . ' ___Zi _
17 Coordmatwnoftmlergarkmg 3 '.:Faeran_ager ER 1o
18 | Administration of services and gs com:acts ($1 700 budgeted in 2910 :1:' Fair Manager' Coszorate Conh-ol[cr -
for professiona} semces) B | Purchasing : i
19 | Equipment Rentals: po T “f'j_;FatrManag_Purchasmg
|20 Hospitality/ Cahmng? : budgetedmzmt}) o _-'Fa;rManager BN
| Event public parkmg, secunty," d mi o
1 Sheriff Office) ik : | o
21 | Pre-event site. prepamhoa(p cnic tab[es umbteil_a_s for faad vendorafééS, _‘,"'FaJrManager Bmldmg T
communrty—gaﬂlerm&areas} . - |.Superintendent/- Elmcl&n i
22 .StagelshowAreaprepamnons . | FairManager; Building. "~~~ |
' ' Supennteudentf Eiectnc;an, Pamter =t
23 | On-going event "si‘te-ineeds ‘duringthe week of the event
24 Tahulanon of final: results af Judgmg and auctions
|25 | Post-event site clmnup and de-mobli:zanon
126 3Fmanc1al transactmnsfpayments, deposnts ‘accounts payables, _ ﬁCﬁzpqrate Contrelle:; SrAccomtant;* SRR
; -. _Ax:counts_aﬂle
27 Renta]qgreements pmcﬁasmgsupphes | Purchasing -~ e
Prcparancn of raportstothesmteasneeded to camplyassancnoned eVent e

28

'FmrMmgger
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g ;FMC Position

Executive Da_z_‘ec_tprf -;'
General Manager

| FairManager/ -
{ Commercial & -
. | Competitive. . .. | o Pt

2 ExhlbxtsManager N L

e ,Coardmatmn Gf Fme Axts Auctlon -
e ;Coordmgtmn af cencmsmnalres:_ami vendors o

Recepﬁomst (Part-
time)

Office Assistantsl
' Clerica! (P'ar'm'ime)

Purchasm g (Part—
time)

Building
Supenntcndent/
Electrician

| Livestock
- | Superintendent .

Assistant Li‘?estﬂﬁk o d i Conﬁ-act prItIODS (Ol'.l demsnd) RN : e
‘Superintendent | e 5Pr0v1de arouudd‘he—clock assistance. wzth the hvestock for two: weeks i

| Grounds Crew {7— ;
crew member) "

Elecmc:an(part
‘| time) -

-Ca:penter(pm- N

| time) 1 ﬁj 'areas, commumty-gammngamas)
| = '| . Stage/show area prep : : -+

. Trausmens show arenas mto aucuenmenas and awards ceremony area




L Pamdofap oo

| Painter (part-tlme) -

Llalson!
' Housekeepmg

T

'HD‘-lsekeile;Pﬂ".'??g::_-:5”" : | b
R : ;'g}:ounds ciean, addrx:sses on«s1te xssues andworks wrﬂlthe Gmunds
5 Crew L . . . .

rCorpOr&t@ Cwmﬂar

Sr Accountant»’
. | General Iﬁdgeﬂ
| -Accounts

'Recexvab‘le

Accounfts. Payabief
Payroll
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Santa Clara County Fairgrounds Management Corporation
Response to Grand Jury Report dated June 22, 2011
July 15, 2011

. The Board of directors and management of the Santa Clara County Fairgrounds
Management Corporation (FMC) have reviewed the Grand Jury Report dated
June 16, 2011.

. Although the FMC Board of Directors presently consists of four members, for
most of the last four years there have only been three Board members. The Grand
Jury chose to speak to only two of the four Board members, one of whom has
served throughout the last four years, and the other of whom was only appointed
to the Board in April 2010.

. FMC sets out below the Grand Jury’s Findings and Recommendations and FMC’s
responses thereto, in accordance with Penal Code Section 933.05(a) and
933.05(b).

. GJ Finding 1: The County established FMC as a nonprofit to operate the
Fairgrounds; however, FMC has not been successful. FMC has operated at a loss
and has required County bailout in all but one of the past sixteen years.

. FMC Response to GJ Finding 1:

a. FMC disagrees with Finding 1 that FMC has not been successful, and that
FMC has operated at a loss and has required County bailout in all but one
of the past sixteen years,

b. The attached spreadsheet — Appendix 1 - Comparison of Statement of
Activity 1996 - 2009 (which was provided to the Grand Jury by FMC and
appended to the Grand Jury Report) — shows that FMC made a profit in
eight of the fourteen years between1996 - 2009. The Grand Jury Report
confirms that FMC made a profit in 2010, meaning that FMC has been
profitable in nine years out of the past fifteen, or 60% of the time.

c. The attached spreadsheet — Appendix 2 - Comparison of Statement of
Activity 1996 — 2010 shows that FMC’s three-hundred-sixty-day business
(its day-to-day operations excluding the County Fair mandated by the
County) has been profitable in all but three of the past fifteen years (80%
of the time), and has made profits during that time totaling $2,667,056.

d. The attached spreadsheet — Appendix 3 — Impact of FMC’s

management of fairgrounds on County’s General Fund — shows that
FMC’s operation of the Santa Clara County fairgrounds has saved Santa
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Clara County taxpayers more than $10.8 million doilars over the past
sixteen years.

. The attached spreadsheet — Appendix 4 — Equity (Fund Balance) and
Profits and Losses since inception - shows that FMC has operated for
fifteen years without the benefit of any capital (equity or reserves), and
demonstrates the years in which FMC made profits or losses, and its
equity deficiency at the end of each year.

The County has provided a total of $1,165,000, in six different years
(1999, 2000, 2001, 2002, 2007 and 2010), to support the mandated County
Fairs. Despite those subsidies the County Fairs have lost $2,864,468 over
those fifteen years.

. As a result of the $2,864,468 of County Fair losses, the profits of
$2,667,056 generated by the three-hundred-sixty-day businesses were
reduced to an overall loss for FMC of $197,412 over that period of time.

. The story of the Fairgrounds over the years since their management was
taken over by FMC was explained in detail to the members of the Grand

Jury: :

i. In 1995 FMC took over management of the fairgrounds from the
Fair Association which had managed the fairgrounds for many
years. The Santa Clara County fairgrounds had first been brought
into use in 1946, with additional infrastructure built in the period
1946 — 1970.

ii. The Fair Association incurred losses for years as a result of which,
the physical plant of the fairgrounds was allowed to deteriorate
under its management. When the Fair Association declared
Chapter 11 bankruptcy, the County took back the fairgrounds and
placed it in the hands of the FMC, Nothing was done at that time to
alleviate the years of neglect and deferred maintenance.

iii. At the time of its formation in 1995 FMC had no capital (that
means no equity, no reserves, no fund balance) and depended
entirely on the cash flow from its various businesses for its day-to-
day survival. During the ensuing sixteen years FMC has not been
able to be consistently profitable to enable it to accumulate the
reserves which a prudent nonprofit would expect to have. FMC’s
Board has discharged its responsibility to obtain sufficient capital
resources by obtaining funding from the County to catch up with
some of the deferred maintenance and for capital improvements to
the County’s property, and to finance the losses on the County-
mandated County fairs.
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iv.

viii.

The County, as owner of the fairgrounds, had not invested any
money to improve or repair the complex’s infrastructure over a
period of twenty years. The Facility Conditions Assessment Final
Report dated March 6, 1998 (prepared by Kitchell, a firm of land-
use development consultants) indicated that improvements and
repairs to the existing infrastructure would involve an estimated
expenditure of in excess of $21,400,000. No nonprofit, regardless
of its management skills, could conceivably generate that kind of
capital given the fairgrounds business mode} and operating
impediments.

As a result of the Kitchell report, the County and FMC prepared a
Master Land Use Plan for the fairgrounds designed to result in
substantial redevelopment of the fairgrounds. That redevelopment
was stopped when the City of San Jose and the San Jose
Downtown Association filed law-suits against the County to stop
the fairgrounds redevelopment taking place (Superior Court Case #
442629). The Court ruled in favor of the County on February 186,
2006, and the City paid the County’s legal fees. However, the
delay undermined the redevelopment plan and caused the proposed
partners in the redevelopment to walk away from the project.

To make way for that redevelopment plan, in 1998 the car race
track and other significant revenue-generating facilities were torn
down, and FMC experienced a subsequent reduction in its
operating revenues.

In 2006 the County, together with FMC, initiated the Repair and
Modemization Project (RMP) to improve the physical plant of the
fairgrounds. In the years 2006 - 2008 the County invested a total
of $5,523,000 in catching up with deferred maintenance on, and
improving, the facilities which it owned at the fairgrounds.
Appendix 5§ - Fairgrounds RMP Project ~ shows how those
funds were spent and demonstrates that 42% of the funds were
spent on essential maintenance, which had been neglected for
many years, and the replacement of aged equipment, and 58% of
the expenditures were on improvements to the fairgrounds
infrastructure. A balance of RMP Project funds of $406,000
remained unspent at December 31, 2010.

Following completion of the RMP project, business at the
fairgrounds began to improve, and the complex staged some
newsworthy events, such as renting the newly-air-conditioned
Expo Hall to the Department of Homeland Security, U.S.
Citizenship and Immigration Services, for the swearing in of a
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ix.

xii.

Xiii.

Xiv.

large number of new U.S. citizens on August 7 and 14, 2008.
Those two events generated an additionat $60,000 in new revenue
for FMC.

On July 31, 2008 the County Executive's Office announced that it
expected to recommend to the Board of Supervisors (BOS) that the
County enter into an Exclusive Negotiating Agreement (ENA)
with Catellus Development Group, the recommended development
team for the Fairgrounds Development. Catellus announced on
August 1, 2008 that its preliminary vision for the fairgrounds
project incorporated a network of streets and paths that would
encourage walking and cycling, office and retail buildings that
featured green building technology, community gathering places
and parks, and affordable housing.

Catellus’s plans called for the re-development of the whole site
(158 acres) with only a very small amount of space to be retained
for public events. The precise nature of that public space was not
identified. Catellus’s plans were expected to result in the entire
existing fairgrounds infrastructure being torn down and replaced
by housing and retail development. It was also expected that FMC
would cease to exist.

As the Fairgrounds Development plans unfolded over the summer
of 2008 it became clear that the development plans would resuit in
FMC ceasing major operations at the fairgrounds in the first
quarter of 2011. FMC immediately began the process of
developing its business plan to wind down operations towards the
scheduled closure of the fairgrounds in 2011.

Beginning in September 2008, the largest world-wide economic
downturn in 75 years occurred. Santa Clara county businesses
suffered huge losses during this period, and there were many lay-
offs. FMC suffered a substantial decline in its business, but
avoided laying-off any of its employees. The full effect of the
Great Recession was felt in 2009 when FMC suffered its largest-
ever loss of $348,000. Catellus withdrew from the Fairgrounds
Development project in March 2009.

In 2010, with the national economy turning around, the benefits of
the County’s $5,523,000 investment in the fairgrounds complex
began to be felt, and FMC became profitable,

In 2010 the County entered into a three year management

agreement with FMC. Prior to that time FMC had only had yearly
management agreements, whose short-term nature and short-notice
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cancellation provision were not conducive to building profitable
business arrangements at the fairgrounds.

xv. At no time has the County “waived” any fees charged by County
agencies to the Fairgrounds. Indeed, all of the examples listed by
the Grand Jury as bhaving been “waived” are clearly shown as
liabilities on FMC’s financial statements, and FMC’s independent
auditors have consistently given their professional opinion that
FMC’s financial statements present fairly the state of FMC’s
liabilities.

xvi. Major fairgrounds in California have been unable to maintain
profitability, except for those with modern exposition facilities and
at least one other substantial-revenue-generating enterprise (e.g.
horse-racing, car-racing) fto subsidize the operations and
maintenance of the fairgrounds. Urban fairgrounds have
increasingly become exposition and entertainment centers where
private and community-based events are held and the Annual Fair
is an ancillary event. Annual fairs have been losing attendance
across the State, and not doing well financially.

. GJ Recommendation 1: The County should reconsider whether the nonprofit
model is the best way to operate the Fairgrounds.

. FMC response to GJ Recommendation 1:
a. FMC is not the appropriate party to take action.

. GJ Finding 2: In the last sixteen years, the FMC Board has not commissioned -
nor has the County requested the Board to commission — an independent
performance audit of FMC, even though FMC’s poor performance warrants this
type of audit.

. FMC Response to GJ Finding 2:

a. FMC disagrees with Finding 2. FMC disputes the Grand Jury’s
unsubstantiated assessment of poor performance, as fully set out above m
response to Finding 1. :

b. During 2009 two departments of the County (Parks and Recreation, and
Facilities) independently performed operational audits of FMC to
determine if they would be able to operate the fairgrounds more efficiently
than FMC. Each of them found that they could not. The Grand Jury Report
identifies that in 1995 the County had calculated that for County
departments to operate the fairgrounds, rather than FMC, would cost Santa
Clara County taxpayers an additional $900,000 per year. The operating
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audits performed by County departments in 2009 found that it would now
cost taxpayers at least $2,000,000 per year to operate the fairgrounds as a
County department, rather than leaving the fairgrounds under the
management of FMC,

¢. FMC’s outside auditors (Froshman, Billings and Lewandowski; Abbott
Stringham and Lynch, and Berger/Lewis and Company) have routinely
commented on FMC’s operations by issuing Management Letters, in
which they identified any potential deficiency in FMC’s organizational
structure or internal controls. FMC’s Board and management have ensured
that the auditors’ recommendations were adopted.

d. FMC has on staff a person with substantial experience in performance
auditing (having been requested by San Jose State University to develop
and teach courses on the subject for mid-career professional auditors from
abroad). That expertise is consistently applied to the business of FMC.

¢. During the past sixteen years highly-qualified staff from the Office of the
County Executive have analyzed FMC’s business extensively.

f. A land-use consultant - Kitchell - reported on the property/infrastructure in
1998.

10. GJ Recommendation 2A: The County should request the FMC Board to
commission an independent performance audit of FMC and the FMC Board.

11. FMC Response to Recommendation 2A:

a. FMC is not the appropriate party to take action.

b. Requiring FMC to pay an expensive outside consultant (estimated fees
$75,000-90,000) for services that it already receives does not seem fo
FMC to be a wise business decision.

¢. If the FMC were to be required to hire and pay for an expensive outside
consultant to tell it what it already knows about its operations, FMC would
need to request funding for those services from the County.

12. GJ Recommendation 2B: The FMC Board should reguire FMC to comply with
its contractual requirement to produce an annual budget and business plan and
financial audit.

13. FMC Response to Recommendation 2B:

a. The recommendation to have an annual audit for the year ended December
31, 2010 will be implemented by December 31, 2011.
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b. FMC already produces an annual budget and business plan each year for
the past sixteen years in accordance with the instructions contained in the
Budget Preparation Guide published annually by the California
Department of Food and Agriculture, Division of Fairs and Expositions.
Each year’s budget and plan has been approved by the Santa Clara County
Board of Supervisors and the State’s Division of Fairs and Expositions.

c. As the Grand Jury Report states on Page 6, paragraph 1: “FMC has
prepared financial audits™. Financial statement audits have been
completed by FMC’s independent CPAs for thirteen of the past sixteen
years. In 2008 and 2009, FMC obtained a waiver from the County to have
its independent CPAs perform Financial Statement Reviews (which are
less in scope than an audit) rather than audits. Work is in now process on
the audit of the 2010 financial statements, and will be completed before
December 31, 2011.

14. GJ Finding 3: The County does not hold the FMC Board accountable for its lack
of oversight in ensuring FMC meets its contractual obligations, and the FMC
Board does not demonstrate the business acumen necessary to effectively oversee
the FMC. There is a seat vacant (to be filled by the District 4 Supervisor) on the
FMC Board.

15. FMC Response to Finding 3:
a. FMC disagrees with Finding 3.
b. The explanations of the reasons for disagreement are:
i. FMC is not the appropriate party to take action.

i, FMC Board members have considerable knowledge and
expetience of the fairgrounds business. One has served on FMC’s
Board since its inception in 1995, and before that served on the
Board of the Fair Association. Another Board member, while
employed by the County, provided legal services to FMC’s Board
and management.

iii. As stated under Finding 1 above, FMC was formed in 1995
without benefit of capital or reserves, and the FMC Board has
consistently sought to discharge its responsibility to “obtain
sufficient capital resources” by requesting the County to provide
adequate funding,

- 1. With its cash balances dwindling fast during the Great
Recession in 2009, FMC requested that the County
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“approve conversion of unspent and unobligated capital
hedge against emergency repairs and as an operating
reserve for the peried 2010-2012”. This request would have
allowed FMC to wind down its affairs in an orderly fashion
in the event that its business continued to deteriorate during
2010. Had such a detericration occurred FMC would have
been forced to liquidate its operations. Since FMC has been
operating for sixteen years without any reserves, these
funds would have enabled FMC to pay all of its third-party
obligations in the event of a liquidation.

2. No commercial provider of finance would be willing to
finance the operations of a fairground,

iv. The Grand Jury asserts that “to engage in satellite wagering, FMC
must convene an annual faitr”. There is no longer any connection
between Satellite Wagering and the holding of an Annual Fair.

v. Satellite Wagering is a year round business operating five or six
days per week. In 2010 the Satellite Wagering business made a
contribution to FMC of $600,000, FMC used those funds to
support its total fairgrounds facilities and operations (including
Satellite Wagering) which was the reason Satellite Wagering was
originally attached to county fairgrounds by the State of California.

16. GJ Recommendatien 3A: District 4 Supervisor Yeager should recruit to fill the
vacancy with an individual with strong business acumen.

17. FMC Response to Recommendation 3A:
a. FMC s not the appropriate party to take action.
18, GJ Recommendation 3B: The FMC Board should hold the FMC Executive
Director accountable for ensuring appropriate actions are taken to operate FMC as
a well-run, break-even or profitable operation.
19. FMC Response to Recommendation 3B:

a. The recommendation has been implemented.

b. The FMC Board continues to hold the FMC Executive Director
accountable through a process of performance review.,

20. GJ Finding 4: The County, supported by the Office of the County Executive,

appears to have only a “land management” concern when FMC is required by
contract to pay all expenses of the fair.
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21. FMC Response to Finding 4:
a. FMC disagrees with Finding 4.
b. The explanations of the reasons for disagreement are:

i. FMC does not seem to be the party required to take action, in so
far as FMC can understand what this Finding is about.

ii. As stated above, during the past sixteen years highly-qualified staff
from the Office of the County Executive have analyzed FMC’s
business extensively, and have provided advice and counsel from
which FMC has benefited.

22. GJ Recommendation 4: The County should modify its contractual agreement
with FMC stipulating that FMC be required to sustain a break-even or positive
cash flow operation.

23. FMC Response to Recommendation 4:
a. FMC is not the party to take action.

b. FMC continues to generate new business revenues and continues to strive
to retain existing business revenues, to cut costs wherever and to generate
profits and positive cash flow from an aging facility - the four major
buildings rented by FMC for events, and their related infrastructure, were
constructed between 1953 — 1972, The injection of $5,523,000 in capital
improvements by the County, even though its full fruits were delayed by
the Great Recession, is beginning to have a positive impact, but bringing
new paying customers to the fairgrounds will continue to be a challenge.

24, GJ Finding 5: FMC has not optimized its supplier contracts and has
demonstrated inability to fully perform its own contract to effectively manage the
Fairgrounds, costing the taxpayers in the form of County bailouts.

25. FMC Response to Finding 5:

a. FMC disagrees with Finding 5.
b. FMC is already developing its plans to bid the catering concession

contract so that 2 new contract is in place when the existing agreement
ends on January 31, 2012.
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¢. FMC has entered into bartering arrangements with its paving and

landscaping contractor permitting them to park their equipment at the
fairgrounds in exchange for reduced cost services.

FMC is working continuously to retain existing and generate new business
revenues, to cut costs, and to generate positive cash flow from a facility
that is sixty-six years old.

26. GJ Recommendation 5A: The FMC Board should require FMC to prepare plans
and implement changes geared toward increasing revenue to cover costs.

27. FMC Response to Recommendation 5A:

a. Recommendation 5A has been, and is continuously implemented. The

County injected $5,523,000 in deferred maintenance and capital
improvements into the fairgrounds between 2006 - 2008 and, even though
the full fruits of that investment were delayed by the Great Recession, it is
now beginning to have a positive impact, but bringing new paying
customers to the fairgrounds will continue to be a challenge.

FMC continuously strives to improve the facilities, with its limited
resources, in order to generate new revenues. Examples include the recent
agreement with Marquez Brothers to install shading over the Arena greatly
increasing its revenue potential,

28. GJ Recommendation 5B: The FMC Board should require FMC to restructure the
concessionaire contract to a best practices model, such as paying FMC a
percentage on sales, not profits, and should seek competitive bids for this and all
other contracts as a means to increase revenue and profits.

29. FMC Response to Recommendation 5B:

a.

FMC will implement Recommendation 5B upon termination of the
existing agreement in 201 2.

The concessions contract with Ovations emanated from a bid process that
was conducted a decade ago. There was only one bid. Ovations were not
willing to enter into a contract with a percentage of gross sales
arrangement.

The current contract with Ovations runs for a term of six years ending on
January 31, 2012. FMC’s management action to change that contract
could pot be taken earlier.

FMC will seek competitive bids for the concessionaire contract as it does
for all major contracts.
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30. GJ Recommendation 5C: The FMC Board should require FMC to seek to
increase short- and long-term use agreements to improve the positive cash

operation.
31. FMC Response to Recommendation SC:
a. FMC is implementing Recommendation 5C on an ongoing basis.

b. FMC’s Board has consistently required FMC to seek to increase short- and
long-term use agreements to improve the positive cash operation.

¢. Rates for Long Term Leases and Annual Licenses are constantly under
review. In 2009 rates for the Paint Ball licencee were increased 17% over
those of 2008, Their rates were increased 5% in 2010 and in 2011. Rental
rates for motocross increased 5% in 2010 over 2009, and another 5% in
2011. Rates are generally on par with other facilities, especially
considering the age of the buildings.

32. GJ Recommendation 5D: The FMC Board should require FMC to be in
compliance with the contractual management agreement.

33. FMC Response to Recommendation 5D:

a. The recommendation is being implemented with regand to the completion
of FMC’s financial statement audit for the year ended December 31, 2010.
That independent audit is currently in process and will be promptly
completed in the next two-three months.

b. FMC is unaware of other specific issues of contract non-compliance.

34. GJ Finding 6: FMC paid bonuses to employees in 2010, The reason for these
bonuses has no apparent connection to any operational decisions that would
ensure continued profitability. Rather, the bonuses looked like a distribution of an
unexplained windfall.

35. FMC Response to Finding 6:
a. FMC disagrees with this Finding,
b. As a means of containing costs during difficult economic times, FMC’s
rank and file employees did not receive routine cost-of-living salary
increases; step increases; bonuses, or merit increases for the ten vear

period between 2000 and 2010, simply because of losses that were
absorbed by the nonprofit on the annual fair.
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C.

In 2010 FMC’s Board approved payment of a one-time merit payment to
all of FMC’s 40 employees. The total amount of that merit payment was
$65,000, and it was paid equally to all employees based on their years of
service.

36. GJ Recommendation 6: The FMC Board should not permit bonuses to be paid
uniess FMC demonstrates the ability to consistently run a profitable operation, as
measure against specific goals. To this end, the FMC Board should require FMC
to develop and implement a business plan with measurable goals specifically tied
to the operational success of the Fairgrounds.

37. FMC Response to Recommendation 6.

a.

See previcus comments.

38. GJ Finding 7: The FMC Board does not adequately perform its oversight
function of FMC.

39. FMC Response to Finding 7.

a.

b,

FMC does not agree with this Finding.

FMC Board meets regularly; receives and approves the annual budget, and
periodic and annual financial reports; meets with FMC’s independent CPA
auditors; discusses, advises on, and approves FMC management’s plans
for the fairgrounds; considers the future financing needs, and reviews and
approves management plans to enter into significant long-term contracts.

Two members of FMC’s Board attended training sessions conducted by
the Western Fairs Association (WFA) in November 2010, in order to
better-educate themselves about the problems facing fairgrounds in
today’s marketplace.

FMC management meets with individual Board members from time-to-
time between Board meetings to facilitate communication and receive
appropriate advice and guidance.

With the full knowledge and approval of the Board a plan to restructure
the FMC management team during 2009 and 2010 was implemented
saving the nonprofit roughty $150,000 over that same two year period.

Appointing an existing member of the management team to head the

organization following the former Executive Director’s resignation was
unequivocally justified in light of his lengthy and successful tenure, his
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direct involvement in implementing new contractual agreements that were
underway, and his demonstrated skills as a manager.

40. GJ Recommendation 7A: The FMC Board should require that FMC provide a
training program with orientation for current and futare incoming Board
members, defining roles, duties and fiduciary responsibilities. This would
familiarize board members on how this nonprofit business can be managed.

41. FMC Response to Recommendation 7A:

a. FMC agrees with this Recommendation, FMC will train and orient
incoming Board members when appointed.

42. GJ Recommendation 7B: The FMC Board should review and approve all
requests for proposals and bid documents that would precede issuing a contract to
ensure that the best interests of the Fairgrounds are reflected in such requests.

43. FMC Response to Recommendation 7B:

a. FMC’s Board has received and reviewed all proposal and bid documents
issued by FMC, and the relevant responses.

44, GJ Finding 8: The County is undercharging communications tower renters,
effectively diluting potential revenue to FMC.

45. FMC Response to Finding 8:

a. The tower rental contracts are currently-binding, long-term contracts not
subject to rent renegotiation.

46. GJ Recommendation 8: The County should increase communications tower
rental fees in line with local rates for similar services.

47. FMC Response to Recommendation 8:
a. FMC disagrees with Recommendation 1.
b. The recommendation will not be implemented by FMC because:
i. FMC is not the appropriate party to take action.
ii. The tower rental contracts are long-term contracts that were
established years ago, with escalator clauses to provide increases in

annual rental rates based on the Cost of Living Index. When these
contracts are up for renewal — in 2017 and 2019 respectively —
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FMC anticipates that the County will re-negotiate them at then-
current rates.

The foregoing instrument is a correct copy
of the original.
ATTEST:  Maria Marinos

Clerk of the Board

BYSo— 9 Q :;-_..);... E’Q—*ﬁ-QQ-\

Deputy Clerk
Date:  pyGg 09 201
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SANTA CLARA COUNTY FAIRGROUNDS MANAGEMENT CORP.

APPENDIX 1

Comparison of Stalymaent of Activity
1000-2000
A NO‘I'E.Mmuhanumhd-dhhﬂm for details of achsal 2000 resuits ses APPENDIX 2
. wdnm_ Emumm&mmwmmwmthmm Projecied | [Fouriesn Year
{3ee ROTE {See NOTE)
toos 1997 ] 1959 2000 2001 2002 2003 2004 2005 2008 2007 2008 2000 i Total
Revenue A5T8778 3715381 4765930 5,457,001 5287685 5000200 4620247 4401440 4,300,228 4357850 1625336 2TOLe41 2554850 9,040,408 B 621,298
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Direcd Conts 2347205 2485787 2,834,550 020,570 283606 © 2185782 1006018 1EN0.265 17OT.285 1814611 1510857 1867.341 1805855 1Bs5.52 29,480,950
Otitet Dlrect Cosls 22,505 . 22,585
Murksting 2807 10,088 W50 128512 14,141 12,126 10,601 8,728 4356 21041 15481 a8 41,528 245,537
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SANTA CLARA COUNTY FAIRGROUNDS MANAGEMENT CORP, APPENDIX 2
Compacison of Statement of Activity
1996-2010

NOTE: A copy of this report was provided to the Grand Jury

p—

| Statamant of Avivity Exclusive of County Fair
1996 1997 1998 1959 2690

2991 2002 2003 2004 208 2006 2007 zo08 2009 2010
Ravenuo 3576778 3715391 4,755,930 6467011 5232685 5,000,200 4620247 4401440 4360223 4,307,630 23,926,338 3704841 3554850 II00,M3 36176803
coGs 492,9TT G48.594 800,680 656264 564,384 838,335 536,335 519449 342,236 277630 233,607 267,550 201,263

Direct Costs 24T 205 2465787 2,636,550 3020370 2,839,109 2,185.782 1905018 1699255 1767286 1814611 1610857 1667341 1,865,885 1516365  1.544,289
Othar Diruct Coats 22,595 .

Matketing 20,978 10,088 2,40 24582 12,612 14,141 12,1256 10,6 kR <) £358 21,041 13,461 49,135 36,185 20,068
Administration Costs B4.530 49789 1458660 1.634.053 1846812 1897974 2613370 1868126 1810937 1912442 1526472 1,357,388 1471769  1.499.890 1,430,844

ProfitiLoas) Exclusive of -

County Fair 335967 280719 22.408) 1M 59,45 314,244 134,380 284,125 239 54 106,979 . 424728 359,803 137464  {(238.383) 324,429

1996 1997 1998
10 D

(# of days of Covarty Fair]
Revenus 2483703 2432171 232,115 2134572 2,198,200 1760845 07311 520,107 £10.054 0,058 247,348 591,984 24,189 30,700 51,187
Cous 8 a8 14,489 9,689 3,947 4,219 '] 0 ¢ o ¢ ¢ ¢ 0 ¢
Direct Costa 1,422,022 1,205826 1,143,749 1,001,840 1,016,262 1,006,865 4841350 Tz 402 340,307 24431 239417 455,000 77491 89,002 15218
Cthat Direct Costs -] 9 o ¢ 0 229,274 0 Y ] 8 ¢ -] 0 a ¢
Mathoting 1032413 £61,395 1073436 TS0.771 880,816 884,497 267,583 75,656 256,083 90261 114,400 456,811 2,973 6361 3,225

Administration Costs 420844 £09.680  S09.040 624,908 51 8,721 49948 127,299 114.608 154,876 $5004 102504 135,995 50,067 AT.907 53,063

Profitil oas Exchisive of

County Subsidy 181,678) (254 838 128 009 52,645 230,345 831,169 56,123 142,583 183 119.667, 08,87 450,915) (105,422 $11,670] 5038
ounty Subsicdy 0 ] o 200,000 00,000 200,000 200,000 0 [1] ¥ Q 85, 060 ['] 0 80,000
ProfR/Loss [JU1,676) (264,836} (428009} 4T365 _ {30.345) {63195 (B0 (142505} (233 131) 19.667) (Z0BYTT) (173918 {105 42¢)  {111.570) 38

Satollic Wagering - Staismen) of Actvity

* i
489471 43869 423734 412483  37B99 320922 207,086  S08,060 476083 430,453 424188 410745 400788 I7ETIE 350,285
847,416 962,683 930,086 1,137.676 1,195780 1219025 130967 1,073.846 1043536 1046045 1,911,386 1018531 889770 78E276 793003
830,462 979381 779,307 914 787,045 13,287 871.776 724,502 758,662 §36,237 742,058 518886 714,489 578,848 702,480 -

247371 2286933 3,933,127 ;783 2,344,832 ;104 2,306; 2218461 312,736 2,177,629 2,248,262 1,994,044  1,7RS,837 1,246,
B 0 1TTO44 27T922 320428 380351 2342 392403 03289 30259 33291 2774830 233,607 22604 201
497,080 600,544 512,259 464,588 401357 8 0 5 8 0 0 [\ [\ ¢
247401 293085 139650 332873 74,700 0 0 0 L] L] L ¢ 0 Ly
831,614 129 S42 689382 662811 658,401 520,342 582,368 5011 608,841 018,514 660,154 628,783 585,528 565,484
566,005 1,656,767 1421851 1476523 1,108,868 859,401 626,342 562,366 T8 603,041 3,514 560,154 5 85,404
] 1,969 ¢ 3.om 1,000 3.428 6.461 8,867 w 1,720 12,366 4,463 1,540 6,320 1,088

IIBYS I4132 394,582 363,995 354,128 AZT042 443904 414,887 455074 ATT.594 497371 520,441 454,803 379,919 386,018

mant for Combined Divigions
Combined Profit{Loss) {55,708) M‘l (458.417) 176,857 ‘1&9& ‘:Hﬂﬂl 54,287 141,540 761 (12688 215750 184,886 32,042 (J47933) 324,060 {197,41
Proof with: Appendix 4 - - - - . - . - ® 0] - . -
* = Change in Cataring Contract

“ u Countty fass and Impact fess abolishod



Impact of FMC management of Falrgrounds on County’s General Fund APPENDIX 3

1885 estimate of annual armound that a County-managed department would cost in excess of FMC cosis
as reported by Grand Jury in their report dated June 2011, 3 900,000

Since thase savings were expressed in 1095 dotlars they need to be re-calculated on an
anaual basis into then.currert doflars. The follswing CPl ndex year-on-yaar '
increases pre used to calcuiate the annual savings for each of the:

years 1996 - 2010
. Year-of-year
increase
Pl index of prics increases:
1985 2.80% 3 900,000
1986 3.00% s 928,200
1997 2.30% $ 952,956
1868 1.60% $ 974,874
1999 220% $ 890 472
2000 A40% $ 1.012,262
2001 280% § 1046679
2002 1.60% $ 1075988
2003 2.30% $ 1,093,202
2004 2.70% $ 1118348
2005 ) 3.40% $ 1,148,841
2008 3.20% § 1187531
2007 280% § 1225504
2008 3.80% § 1253911
2009 0.04% $ 1307788
2010 § 1307285
Anticipated cost 1o Coundy of running Fairgrounids over actus! cost generated by FMC , $ 17,526,668
Arnounts paid by County as subsidies o FMC;
Subsidies providad by County lo support Counfy-mandated County Fairs - 1999, 2000, 2001, 2002, 2010 . £80,000
Subsidy provided by County 1o FMC i stpport of County Fair and for general operations - 2007 ] ’ 285,000
Amoun! paid by Counly to Improve County-owned properly ai the Fairgrounds, 2005-2008 - §.523,000

Total savings to County Genersl Fund over sixteen years of Fairprounds being managed by FMC $ 10,838,668
i



APPENDIX 4

SCCFMC
Equity (Fund Balance) and Profite and Losses since inception
Per annual PELs FMC Equity (Fund Balance) _
Profits Losses Beginning P&E PY Ad}. Ending
1995 Equity deflciency on inception - {50,593}
FMC operated for part-year onfy in 1995 ’
1896  Intenally-prepared (55,708} (50,503)  (55.708) {108,302)
1997  Intemally-prepared 34,881 : {(106,302) . 34,881 (71.421)
1988 Internelly-prepared (450,417} (71421} (450,417} | {521,838)
1999 Internally-prepared 176,857 (521,838) 178,857 (342,981)
2000 internally-prepared (188,802} {342981) (186,802) (529,783}
2001 Internally-prepared {318,915} {620,783) (316,915) {846,698)
2002 Inlemally-prepared 54,257 {845,608} 54,257 (792,441}
2003 Internally-prepared 141,540 (792,441) 141,540 (650,801)
2004 internally-prepared 8,781 (650,901} 8,781 (644,140)
Audif prior perfod adjustment (644,140} : 127,159 {516,981)
2005 nlermaliy-prepared (12.688) {516,981} (12,888} (520,668)
2006 Internaliy-prepared 215,758 (529,689} 215758 T (313.811)
Audil prior pericd adjusétment (313,911} (62,422} (376,333}
2007 Internaliy-prepared 184,868 (376,333} 184,888 (191,445}
2008  Internally-prepared 32,042 (191,445) 32,042 {159,408)
2009 Internatly-prepared {347.933) (159,403} {347,033) (507,336)
2010 Interpally-prepared 324,068 (507,336} 324,068 {183,268)
1,173,052 !1.370,465—! 50,503) (197,41 54,737 183,268)4
Profit{Loss) reported fifteen years, internally reported (197,412)
Add: Pricr period adjusiment in 2005 refated to 2001 188,580
Prior period adjustment in 2005 related to 2003 {62421}
Net 2005 Prior pericd adjusfraent 127,159
Prior period adjustment in 2006 62422)
Profiti{l.oss) for fifteen years $ 5132.675!
FROM INCEPTION:
Number of years with profits 9
Number of years with losses ]
PAST TEN YEARS - 2001-2010
Number of yaars with profits 7
Number of years with losses 3
12/31/2010 Total Fund Balance per unaudiled Balance Sheet 727,421
Long-term debt due to SC County {910,689
Totel Equity {Deficlency)/Fund Balance per unauditead Balance Sheet ’1 83£6=l;
Proof (0)




RMP PROJECT EXPENDITURES

APPENDIX 5

Maintenance & improvements to Fairgrounds)

Deferred maintenance & replacement equipment expenditures:

Sewer repairs
Electricat repairs - Expo Hall
Ceiling repalr - Expo Halt
Grounds maintenance
Structural repairs - Fiesta
Underground transformers
Roofing repairs:
Admin building
Fiesta Hall
Cafeteria and Restrooms
CTRC
Painfing, preparation, gutters, concrete, elc.
Misc, repalrs
Replacement equipment:
Irrigation
Tractor/mower
Kitchen equipment
Gator fractors
Computers & office equipment
Operational equipment
Traffic control system
Water truck

Total deferred maintenance & replacement equipment

Fairgrounds improvements:
Airconditioning:
Expo Halt
Pavilion
Gateway
Fire control system
Expo Hall lounge conversion
Bleachers for Arena

Total fairgrounds improvements

Total RMP expenditures to December 31, 2010
Funds avaliable at December 31, 2010 for future projects
TOTAL RMP PROJECT FUNDING

551,554
326,117
79,699
38,179
18,210
61,520

38,077
74,306
65,981
54,747
528,965
65,164

5,800
38,760
64,008
28,732
26,655
23475

5,030
46,621

2,129,690

1,399,711
484,410
163,685

13,594
76,052
849,863

2,987,305

5,116,995
406,003
§ 5522998

58%

100%
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