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SANTA CLARA COUNTY FAIRGROUNDS MANAGEMENT 
CORPORATION 

 
 
Issue Statement 
 
The citizens of Santa Clara County own 158 acres of property located in a central area 
of San Jose—the county Fairgrounds.  The Grand Jury is aware that the Fairgrounds 
has historically been a financial drain to the taxpayers and decided to investigate why 
this seemingly valuable asset did not provide a positive revenue stream, or at a 
minimum, a cost recovery service to the community.  To this end, the Grand Jury 
undertook to investigate the Santa Clara County Fairgrounds Management Corporation 
(FMC).   
 
Background 
 
The first Santa Clara County Fair was held in 1941, when the newly formed Santa 
Clara County Fair Authority bought a 158-acre ranch, erected tents, and developed a 
horseracing track.  The Santa Clara County (SCC) Board of Supervisors (BOS) 
established the nonprofit FMC on March 28, 1995 and provided for its governance by 
filing for incorporation with the State of California (see Appendix A, Articles of 
Incorporation).  FMC’s stated purpose is "To operate the Santa Clara County 
Fairgrounds in the best interests of the citizens of Santa Clara County by organizing and 
operating the annual Santa Clara County Fair and similar educational, cultural and 
community functions on such Fairgrounds." FMC is responsible for managing the 
Fairgrounds, which now includes seven major buildings, food services, parking, and a 
satellite wagering facility. 
 
FMC is guided by a Board of Directors (FMC Board), which is empowered with direct 
and indirect responsibilities to oversee the Fairgrounds.  Like any such governing board, 
the FMC Board has the responsibility to provide policy direction to the organization, 
select and appoint an executive officer, govern the organization in an ethical manner, 
obtain sufficient capital resources, and provide accountability to many diverse 
stakeholders (see Appendix B for the FMC Bylaws).   
 
Methodology 
 
The Grand Jury requested and reviewed numerous Fairgrounds-related documents, 
including tax returns, FMC lease agreements, the concessions contract, and the 
contract between the BOS and FMC.  The Grand Jury conducted interviews with the 
Office of the County Executive staff, the FMC Board, and FMC staff.  The Grand Jury 
also interviewed FMC’s satellite wagering staff and members of the Special Operations 
Unit in the Office of the Sheriff. 
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Discussion 

FMC is a nonprofit public benefit corporation established by the Santa Clara County 
Board of Supervisors on March 28, 1995. Since April 2000, the County and FMC have 
entered into a contractual management agreement that relies on FMC to present an 
annual county fair and to manage activities, events and operations at the Fairgrounds.   

Government-created nonprofit organizations—or the use of nonprofits to perform 
essential government functions—can be a controversial subject.  To supporters of this 
trend toward greater reliance upon nonprofit organizations, the objective is to maximize 
performance and results, however defined. In their view, the private and governmental 
sectors are alike in their essentials, and thus subject to the same non-economically 
derived governmental norms.  Critics of government-created nonprofit organizations 
view such entities as contributing to the weakened state of government as it 
relinquishes its duties and erodes direct political accountability.  

According to an interviewee, the use of a nonprofit to run the Fairgrounds instead of 
County personnel is one tool the County used to reduce cost to the general fund, i.e., 
savings of salary, benefits and pension costs.  However, any savings the County may 
have hoped for have not come to fruition, given poor management at the nonprofit FMC 
and lackluster County oversight of the FMC Board. 
 
 
Role of the Santa Clara County Board of Supervisors 
 
The BOS is responsible for recruiting, selecting, and appointing candidates for the FMC 
Board.  The Board appointments are made on a rotating basis, with one Supervisor 
making one selection each year.  As an inherent responsibility of recruiting and 
appointing board members, the BOS has a duty to ensure appointees receive proper 
orientation about their roles and responsibilities and about the board or commission to 
which they are assigned.   
   
In particular, the BOS has failed to establish clear expectations of the FMC Board as to 
its responsibilities.  It is also unclear how much, if any, orientation was provided to the 
sitting or newly appointed FMC Board members conveying their fiduciary responsibility 
to FMC.  In light of FMC’s history of financial loss or its unfulfilled potential to operate 
with financial solvency, the Grand Jury concluded that the BOS does not sufficiently 
monitor the performance of the FMC Board. 

In addition to board appointments, the County also issues the contracts for renting the 
Fairgrounds-located communications tower. Revenue from these contracts are 
redirected to FMC to fund a portion of FMC’s operating budget. 
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Role of the Office of the County Executive 

The Office of the County Executive (Office) provides support to the BOS, to the 
County's various organizations, and to the residents and businesses of Santa Clara 
County. The Office ensures the implementation of legislative mandates and BOS 
policies. It provides analytical support, strategic planning, policy analysis, and budgetary 
oversight for the entire County governmental organization.  The Grand Jury learned 
through its interviews that the Office provides a liaison with FMC, but it is unclear what 
support this office provides to the FMC Board.   
 
 
Role of the Fairgrounds Management Corporation Board of Directors 
 
According to its Articles of Incorporation (AOI), the FMC Board is responsible to provide 
policy direction, hire or fire the executive director of FMC and participate at the 
leadership level in all activities affecting the Fairgrounds.  The FMC Board meets 
quarterly, and currently one seat is vacant on the FMC Board.  When asked to provide 
examples of FMC Board policy direction, the interviewees could not articulate one such 
example initiated or endorsed by the FMC Board.  Thus, it appears that the FMC Board 
operates ceremonially at best. 
 
Although the FMC Board has a fiduciary responsibility to FMC, interviewees conceded 
to having no knowledge of FMC’s contracts (even though it issues very few contracts), 
including the important concessionaire contract.  Given the history of FMC losses, it 
would be reasonable for the FMC Board to take a closer look at all contracts that bind 
FMC to any legal obligations, including contractual obligations for long-term 
concessions, employment, labor negotiations, vendors, and construction contracts.   
 
Further, the FMC Board does not direct the FMC Executive Director; it simply 
rubberstamps the Director’s recommendations without query.  For instance, on April 13, 
2010, the FMC Board meeting agenda included items to accept the resignation of the 
then-current FMC Executive Director, to approve a contract to bring that person back in 
a consulting capacity, and to approve promoting an FMC employee to the position of 
Executive Director.  All three items were approved by the FMC Board at the same 
meeting.  In another example, the concessionaire’s contract has been on the agenda for 
renewal time again, and has been approved without evaluation of the service and 
without competitive bidding.  This is rubberstamping, when the Board simply approves 
what is served up to them without further consideration.  For instance, it would have 
been appropriate in the case of the promoted employee, to install him as interim 
Executive Director while conducting a search for the best candidate. 
 
An uninformed, hands-off rubberstamping FMC Board might be marginally acceptable if 
FMC were a successful operation; but with its history of fiscal difficulties, the Grand Jury 
would expect the FMC Board to have greater scrutiny into financial and contract 
performance—particularly those contracts of a significant dollar value—to uncover, 
analyze and remedy the causes of financial non-performance.   
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Role of the Fairgrounds Management Corporation Executive Director 
 
The responsibility for managing the day-to-day operations and the long-term viability of 
FMC lies with its Executive Director, who serves at the pleasure of the FMC Board.  The 
Executive Director has an on-site staff of about 40 employees and relies on vendors 
and contractors for some tasks.  
 
 
The Business of the Fairgrounds Management Corporation 
 
Through its interviews, the Grand Jury learned that the County’s original intent in 
establishing the nonprofit FMC was to enable an operational management team to 
provide professional and expert oversight of the Fairgrounds at a substantial cost 
savings. At the time the County formed the nonprofit, it was looking to save 
approximately $900,000, which was the difference between the nonprofit’s estimated 
operational costs and the estimated cost to run the Fairgrounds through a County 
department.   
 
FMC generates approximately three million dollars of revenue annually.  It has three 
main revenue streams: Satellite wagering and long-term and short-term agreements for 
facilities use. 

Satellite Wagering  

FMC operates its satellite wagering business, also known as “off track 
betting,” through six paid staff members.  This staff oversees the attendance 
receipts, programs and concessionaires.  By law, the satellite wagering 
cannot occur without the linkage to the Fairgrounds.  In other words, to 
engage in satellite wagering, FMC must convene an annual fair. During the 
calendar year 2010 satellite wagering produced over $1.8 million dollars in 
gross receipts whether by wagering on the property or through statewide 
satellite facilities.  From the $1.8 million, FMC netted a profit of $600,000.  
Long-Term Agreements  

 
The County has a long-term contract with a telecommunications firm for rental 
use of the communications tower on the Fairgrounds property, which 
produces approximately $27,000 in annual revenue for both towers.  This 
revenue goes to FMC operations.  The Grand Jury learned that the going rate 
for such rental in other areas is considerably higher at $6,000 - $7,000 per 
month.  Even conservatively, the County could quadruple income from these 
towers by charging a very competitive $5,000 per month per tower, grossing 
$120,000 per year. 
 
Short-Term Agreements 

 
Short-term agreements are rentals of various areas of the Fairgrounds 
facilities for short-duration events, e.g., Cinco de Mayo or Vietnamese Tet 
festivals. 
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On the operations side, FMC issues one primary contract for concessionaire services.  
This contract fails to meet even minimal standards for best management practices for 
event contracts.  For example, FMC has agreed to allow the concessionaire the 
exclusive right to provide food and beverage to all events held at the Fairgrounds.  A 
renter (e.g., an event under a short-term agreement) who chooses to use another food 
provider must pay a “loss of services” fee to the concessionaire.  Further FMC receives 
only a percent of profits—as opposed to a percent of gross sales.  Because a vendor 
can more easily pad wages or expenses to minimize reported profit than it can alter 
gross sales, best practices would ensure such contracts are based on sales, which are 
both more auditable and more profitable.  The Grand Jury was dismayed to learn that 
for this exclusive right FMC received only $14,000 from the concessionaire in 2010.  
This contract was not competitively bid. 
 
 
The Financials 
 
Even though FMC’s operational tasks and its nonprofit structure are intended to ensure 
FMC operates largely independently from the County, this has not been FMC’s practice.  
While FMC appears to be an operation that could successfully operate profitably, they 
consistently request bailouts from the County. 
 
Historically, FMC has lost money every year of its operation (except 2009-2010).  In 
fact, since 1995, FMC, through its FMC Board, routinely asks the County to subsidize its 
management of the Fairgrounds.  These subsidies from the County are nearly always 
approved, whether in the form of direct transfers of taxpayer money, payment for capital 
improvements to the Fairgrounds buildings, or by waiving fees charged by various 
departments within the County.  For example, County officials waived the following fees 
over the last ten years for services provided by County agencies:   

• Fire Marshall  $72,205.00 

• Sheriff’s Office $555,135.00 

• Advance for Fair Advertising $65,000.00 

• Santa Clara County Legal Counsel $22,189.00 

• Unpaid Loan for Master Land Use Plan $105,160.00. 

Similarly, the Office of the County Executive authored a 2009 FMC request to the BOS 
(see Appendix C) to “approve conversion of $506,690.00 of unspent and unobligated 
capital improvement project funds to be used by SCCFMC as a hedge against 
emergency repairs and as an operating reserve for the period 2010-2012.”  In the same 
request, the Office of the County Executive staff conveyed FMC’s Executive Director’s 
request to be permitted to “cancel the ensuing year’s fair if prior year cash reserves for 
the nonprofit drop below a reasonable threshold.”  It is revealing to the Grand Jury that 
in this request, FMC’s Executive Director desires to cancel the fair at the expense of its 
satellite wagering business.  This alone demonstrates a fundamental lack of 
understanding of the purpose of FMC to begin with, or the legal dependence of satellite 
wagering on holding a fair. 
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It is interesting to note that in Fiscal Year 2009-2010 FMC reported a gross profit of 
$300,000.  That same year, the County paid an additional $80,000 to FMC to organize 
and run the fair.  Nonetheless, in light of making a profit, FMC requested and the FMC 
Board approved, paying bonuses to FMC employees for 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. In the Grand Jury’s opinion, no bonuses should be paid unless FMC 
demonstrates the ability to consistently return a profitable operation against specific 
FMC-Board established goals.  A final note on FMC financials, FMC has prepared 
financial audits but has not been the subject of an independent performance audit.  This 
type of audit would address, among other things, management systems and business 
plans in addition to finances.  Given its overall poor performance during its past sixteen 
years of operation, such an audit is clearly warranted. 
 
 
Conclusion 
 
FMC is an example of how the County uses nonprofit organizations to perform functions 
of the unfunded or underfunded local government.  Time will tell whether the continued 
use of a nonprofit organization is a symptom of decline in our elected officials 
willingness to work through the difficult economic challenges, or a creative management 
paradigm where the artificial barriers between the governmental and private sectors are 
blurred for the benefit of the taxpayers.  Nonetheless, if the BOS specifically establishes 
a nonprofit such as FMC, it must be held responsible for ensuring it is working 
effectively. 
 
The BOS created the nonprofit FMC as a way to avoid the financial burdens of a 
County-run department, e.g., higher labor costs and more rigorous purchasing 
procedures.  However, FMC does not employ sound business practices, such as 
requiring competitive bids for contracted work and relying heavily on the good graces of 
other County agencies to forgo repayment of services provided.  Such poor 
management decisions have resulted in poor FMC performance and have cost the 
County. 

Throughout FMC’s existence, the Fairgrounds have consistently reported being 
overspent relative to its revenue.  Such operation results in regular requests for County 
subsidy. In fact, 2009-2010 was the only year in the past sixteen years where FMC has 
shown a profit.  However, except for a recent rental (auto auction tenant) the reason for 
this “turnaround” was not explained by interviewees and is hard to understand since no 
apparent change in operational strategy or goals has been developed or implemented.   

It is the Grand Jury’s position that if the Fairgrounds were operated using best 
management practices, then FMC should be able to operate with a break-even or 
positive cash flow.  Instead, poorly operated by FMC, the Fairgrounds is a County asset 
that is not generating a return that is commensurate with its value.  The nonprofit model 
is not working in this case. 
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Findings and Recommendations 
 
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. 
 
Recommendation 1 
The County should reconsider whether the nonprofit model is the best way to operate 
the Fairgrounds. 
 
 
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.  
 
Recommendation 2A 
 
The County should request the FMC Board to commission an independent performance 
audit of FMC and the FMC Board. 
 
Recommendation 2B 
 
The FMC Board should require FMC to comply with its contractual requirement to 
produce an annual budget and business plan and financial audit. 
 
 
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 FMC.  There is a 
seat vacant (to be filled by the District 4 Supervisor) on the FMC Board.  
 
Recommendation 3A  
 
District 4 Supervisor Yeager should recruit to fill the vacancy with an individual with 
strong business acumen. 
 
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. 
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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. 
 
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. 
 
 
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.   
 
Recommendation 5A 
 
The FMC Board should require FMC to prepare plans and implement changes geared 
toward increasing revenue to cover costs.   
 
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.   
 
Recommendation 5C 
 
The FMC Board should require FMC to seek to increase short- and long-term use 
agreements to improve the positive cash operation.  
  
Recommendation 5D 
 
The FMC Board should require FMC to be in compliance with the contractual 
management agreement. 
 
 
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.  
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Recommendation 6 
 
The FMC Board should not permit bonuses to be paid unless FMC demonstrates the 
ability to consistently run a profitable operation, as measured against specific goals.  To 
this end, the FMC Board should require FMC to develop and implement a business plan 
with measureable goals specifically tied to the operational success of the Fairgrounds. 
 
 
Finding 7 
 
The FMC Board does not adequately perform its oversight function of FMC. 
 
Recommendation 7A 
 
The FMC Board should require that FMC provide a training program with orientation for 
current and future incoming Board members, defining roles, duties and fiduciary 
responsibilities.  This would familiarize board members on how this nonprofit business 
can be managed. 
 
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. 
 
 
Finding 8 
 
The County is undercharging communications tower renters, effectively diluting potential 
revenue to FMC. 
 
Recommendation 8 
 
The County should increase communications tower rental fees in line with local rates for 
similar service.  
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This report was PASSED and ADOPTED with a concurrence of at least 12 grand jurors 
on this 26th day of May, 2011. 
 
 

 

Helene I. Popenhager 
Foreperson 
 

Gerard Roney 
Foreperson pro tem 
 

Kathryn Janoff 
Secretary 
 


