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DATE: April 22, 2005
TO: Board of County Commissioners
FROM: Fair Board

SUBJECT: Response to Auditor's Maﬁagement Letter Workplan

The Fair Board appreciates the opportunity to meet with you. It will give both of
us time to share information on various issues, strategies and concerns about the
Lane Events Center at the Fairgrounds.

At your Aprit 6th meeting, the Auditor's Management Letter Workplan was
discussed. As a result, you requested a discussion on the Fair Board's long-term
strategy concerning financial stability and the future of the Fairgrounds.

FINANCIAL ISSUE:
BACKGROUND:
Attached is a memorandum dated March 9, 2004 for a March 31, 2004
Joint Meeting of the Board of County Commissioners and Fair Board
(ATTACHMENT A). Rather than update this memorandum, we provide it
as background on the Fair Board’s finances and history of efforts to
achieve financial stability. As a result of the meeting with you and,
subsequently, the Budget Committee on May 13, 2004, the Commission
approved on June 16, 2004 Board Order #04-6-16-7 (ATTACHMENT B)
that authorized up to $250,000 of Excess Transient Room Tax be
allocated to the FY05 Operating Budget. The transferred resources could
be used to address any deficit and to establish a Cash Reserve. The Fair
Board continues to operate under this authority and is recommending its
continuance in the FY06 Budget.

In reviewing the financial history of the Fair Board over the past ten years,
it 1s clear that during the early part of this period that the Fair Board was
able to operate at a profit and actually had Cash Reserves. However, two
intervening factors took place beginning in the mid-late 1990’s that bring
us to where we are today.

First, the Fair Board undertook several operating and capital initiatives to
create a sustainable entity from a programming and financial perspective.
Some initiatives proved to be successful and others not. From a
programming perspective, a number of initiatives were undertaken to
increase activity and, hence, revenue at the Fairgrounds to solidify and
grow the “bottom-line”. Such initiatives include the Fourth of July
Fireworks, the Holiday Lights and the Planetarium. All efforts required
“start-up” cash and some of the Cash Reserves were used to initiate these
efforts.



From a capital perspective, not much reinvestment had {aken place at the
Fairgrounds for nearly 15 years. Thus, capital initiatives such as the
Atrium, parking and transportation access improvements, paving and
ultimately the Summer Stormwater Collection system to allow large
animals on site took place. Some of the Cash Reserves were spent on
this effort in addition to Revenue Bond proceeds, Road Fund and
Transient Room Tax resources.

Much of the Cash Reserves the Fair Board had at the beginning of this
period was spent on these operating and capital efforts. Thus, there no
longer was a cash working capital by 2001; and, thus, the Fair Board
resorted to a Bank Line of Credit for cashflow. The Line of Credit has
been used for the three prior fiscal years, at times simply to pay Payroll.
However, thus far in FY05, we have not had to draw on the Line of Credit
due to your support in establishing a Cash Reserve with the Excess TRT.

Second, public entities in Oregon began to experience large increases,
often in the double-digit percents, in PERS and health insurance. This
phenomenon, which continues to this date, has essentially caused the
expense curve to grow at a rate far in excess of the revenue curve growth
rate.

Also, there are some specific issues to the Fair Board that have driven up
the cost curve. As a result of the incidence of E coli 01567:H7 at the 2002
Fair, the Board has committed a substantial amount of resources in the
implementation of its Animal (Prevention) Disease Workplan to ensure
the health and safety of visitors, staff and exhibitors at the Fair and other
animal events. Another additional expense, related to degrading capital
infrastructure, is the now annual shutdown in the lce Center to contain and
reduce the permafrost below the ice sheet. An unexpected expense was
the City of Eugene’s increase in the Stormwater Fee on discovery of a
mistake they had made a decade or more ago. The point is that expenses
continue to increase as they do for other public (and private) entities; but,
it seems we cannot easily pass the increase on to the Fair attendee, ice
skating student, basketball player or venue user.

The end result is a revenue and expense structure that is not sustainable.
In essence, the revenue curve is being driven by the private market of
competing facilities, rates capped by the condition of facilities and by
client's ability to pay. On the other hand, the expense curve is somewhat
comparable to the private market except for employee benefits. Given the
gap caused by the structural parameters of the revenue and expense
curve, the solution set recommended by the Fair Board and accepted by
the Budget Committee and Commission is a resource infusion (subsidy) to
the Operating Budget using Excess TRT.



The financial situation of the Fair Board is not atypical in Oregon and
probably in other similar venues across the country. Staff did a survey
(ATTACHMENT C) of several Oregon Fair Boards and, basically, most
Fair Boards including the State Fair receive some type of operating
subsidy.

FY05 AND FY06-11 FORECAST:

As of March 31, the Net Operating Loss Prior to Extraordinary items and
Depreciation is $183,505. The genesis for the loss is basically an
expense curve increasing at a greater rate than the revenue curve and the
lower actual Net Revenue from the 2004 Fair. The projection for FY05 is
to end at a deficit of $275,000 - $375,000.

Staff has updated the Financial Forecast out to FY11. Unless there are
significant changes to the financial structure of the Fair Board, it is unlikely
that the bottom-line will ever be out of a deficit mode on a sustainable
basis. in other words, expect operating iooses into the future. Further,
with the continuing increase in benefit costs, expect that the $250,000
transfer of Excess TRT to the Operating Budget fo increase incrementaily
over time.

The Fair Board has established financial stability as its overarching goal
for the past four years. As part of the effort to keep the Board apprised of
its progress toward realizing that goal, a set of financial performance
measures has been developed and is tracked quarterly by the Board
(ATTACHMENT BE. You will note that progress is “mixed” but, in our
opinion, substantive in areas such as Cash, not drawing on the Operating
Line of Credit and development of a Cash Reserve.

The technical reason for the apparent incongruity between the Operating
Profit/Loss and the positive Cash situation has to do with the accounting
treatment of the Excess TRT transfer to the Operating Budget. This
transfer is treated below the Revenue and Expense lines and, hence,
does not impact the Operating Profit/Loss line; but, Excess TRT does
impact the Cash account positively.

There is a way to avoid these annual citations in the Management Letter.
It basically requires a re-categorization of the Fair Board from an
Enterprise Fund, which is what the Fair Board is presently classified as, to
a General Fund SubFund. See ATTACHMENT F for discussion of
methodology.



WHAT IS THE STRATEGY?

Ceteris paribus, the current strategy that will take place over the next five

years is as follows:

> Increase the number of events taking place at the Lane Events Center.

> Increase rental rates as equipment and capital is upgraded.

» Continue to examine and implement methodologies to reduce
expenses. However, we are probably close to optimum on this
strategy without severe degradation to services provided to clients and
the safety of visitors and staff.

> In FY06, FY07 and FY08, continue to add $125,000 of Excess TRT
each year to the Cash Reserve to achieve a target of $557,935 by the
end of FY08. This strategy effectively addresses the Cash Reserve
issue.

» FY09, FY10 and FY11, take the $125,000 of Excess TRT that was
being used to create the Cash Reserve and apply it to payment of the
PERS Pension Obligation Bond liability to Lane County. This strategy
effectively addresses the growing liability for this obligation.

> For the Operating Deficit, continue to transfer in $125,000 or more of
the Excess TRT to offset this deficit. In FY12, the $125,000 that was
allocated to paying the PERS liability can be applied to the Operating
Deficit in addition to the amount already allocated.

IMPORTANCE OF EXCESS TRT

As you can discern from the discussion above, the continuance of the
Excess TRT commitment to the Fair Board and, further, the infusion of
part of that Excess TRT fo the Operating Budget is absolutely critical to
the survival and viability of the Lane Events Center as a public entity. in
our opinion, without the Excess TRT to support operations and capital, the
question becomes one of privatization or closure.

The Excess TRT commitment was authorized in Board Order #02-1-9-4
(ATTACHMENT D) and expires in FYO7 and is subject to review in FYO06.
The transfer authority to the Operating Budget is an annual Board Order
(ATTACHMENT B). The Fair Board is recommending in its FY06 Budget
submittal that the transfer be reauthorized.

Here is additional information on the Excess TRT. The principle payments
on the 2002 Revenue Bonds that financed some of the recent upgrades to
the Events Center and Fairgrounds begin in FY07 at $240,000 per year
and increase in $25,000 increments per year. What this transiates fo is
that the amount of Excess TRT the Fair Board receives will be reduced;
and, this reduction will only be partially offset by growth in the overall TRT
collections. Fortunately, over a period of approximately five years most of
the internal debt the Fair Board has, such as the Planetarium Loan and
EWEB Energy Loans will be paid off so that reduced amount of Excess



TRT can be offset by internal debt service being reduced. The result is
the amount of Excess TRT allocated to equipment and capital as well as
the transfer to the Operating Budget will remain at approximately the same
levels over the long-term.

DISCUSSION:

At this point, as evidenced by the Background information, there are
basically few options available to the Commission and Fair Board. In a
nutshell, we see them as:

» Continue as is, with an Operating Budget transfer of Excess TRT.

> QOutsource

> Shutdown and “mothball”.

» Shutdown and sell Fairgrounds

As discussed last year, the privatization option, although intriguing has
significant downsides for some of the most popular events that take place
at the Lane Events Center; namely, the 4H/FFA and County Fairs as well
as some unigque events like the Asian Celebration, Holiday Market and
Logging Conference.

The fundamental series of questions are:
> Does Lane County want to have and operate a trade show facility
and associated events such as the County Fair?
o If yes, does Lane County want to continue its commitment of
Excess TRT for operating and capital purposes?
s |f yes, this wouid translate to “continue as is” as per
above outlined strategy.
o If no, this would translate to outsourcing or closure.

NON-FINANCIAL ISSUES:

It appeared from the brief discussion that took place at your April 6 meeting that
there are some non-financial issues that you would like to discuss. We assume
these issues may have to do with the current site; capital reinvestment in the
current site or an alternative site; and, perhaps, Lane County getting out of the
Fair and/or exhibition facility business. Since we did not have clear direction on
this part of the request, the Fair Board is most willing to have a discussion with
you at this Joint Meeting.

RECOMMENDATION:
Continue to monitor the situation and have the Fair Board report annually.

Attachments:

moowy

Memorandum dated March 9, 2004
Board Order #04-6-16-7

Oregon Fairs Survey

Board Order #02-1-9-4

Financial Measures, as of 3/31/05



F. Fund-type Change



DATE:
A March 9,‘ 2004 ATTACHMENT A
TO: Board of County Commissioners
FROM: Fair Board
SUBJECT: Financial Stability

BACKGROUND

The Fair Board is committed to ensuring financial stability for the organization.
Oug efforts have been focused on this strategic goal in the most recent three
years, as financial results have proven to be problematic. The Lane Events
Center is a valuable asset to Lane County citizens and visitors. The Board
strongly believes the unique set of services provided stimulates the economy and
enhances the quality of life in the community.

Given current and projected financial results, the Board directed staff to conduct
a thorough analysis of the Fair Board's finances and to present strategies for
remediation. Staff has been very conscientious to implement corrective actions
to impact both the revenue and expense curves. However, there is a
fundamentat structural problem with the Fair Board finances and assistance is
required that is beyond our influence. Staff prepared the attached memorandum
(Attachment “A”) that reviews the financial history and outlines strategies and
recommendations for long-term financial stability. Please carefully review this
document as it is an excellent synopsis of the Fair Board's finances.

After winnowing through all of the business strategies currently underway or that
are outlined in the above cited memorandum, it ultimately comes down to two:

«+ Continue to operate as a public entity and allocate part of the Excess
Transient Room Tax to the Operating Budget, basically to mitigate the
“comparative disadvantage.”

% Privatize the Lane Events Center.

Coincidentally, in the Management Letter provided by the External Auditors
Jones & Roth, P. C., they too have come down fo the above two cited strategies
as being viable to achieve long-term financial stability for the Fair Board.

RECOMMENDATION

At its February 24™ meeting, the Board unanimously adopted the following
recommendation: IR
o Convert Board Order #02-1-9-4 which authorizes the Excess TRT to a
perpetual commitment to the Fair Board;
o Codify the formula to determine the Excess TRT and formalize the
process for budgeting this allocation;



o Establish review points in FY07, FY10 and every three years
henceforward;

o Rescind Board Order #03-06-19-1 which authorizes the establishment of a
Fair “Rainy Day” Reserve and repayment of the Planetarium loan from
Excess TRT;

o Authorize the equivalent of the “comparative disadvantage” of being a
public entity in Excess TRT to be allocated to the Operating Budget each
fiscal year, with the amount to be included in the Fiscal Year Budget
Recommendation fo the Budget Committee and County Commission;

o Authorize the balance of the Excess TRT to be allocated for capital
projects; equipment; debt service associated with a capital project on

. equipment purchase; and, repayment of the Pianetarium loan;

o Allow the Fair Board, in an emergency, to request the County Commission
to reallocate a portion of the Capital allocation to Operating; and,

o Reaffirm that this is not a request for General Fund resources nor is it a
request for more TRT than currently allocated to the Fair Board; but, it is
simply a request to commit in perpetuity the Excess TRT and to expand its
allowed uses to the Operating Budget.

INTERNAL CONTROL

The Fair Board recognizes that the Excess TRT is a very valuable and limited
resource. The challenge the Board is faced with is a balance between
reinvestment in capital infrastructure and equipment and a viable operating
entity. Thus, it is the intent of the Board to limit the amount of Excess TRT
allocated to the Operating Budget to the “comparative disadvantage”, defined as
the difference between the public entity benefits of PERS and Health Insurance
(health, dental and vision) for the budgeted FTEs and what a comparable private
sector entity would provide in 401(k) and health insurance. The Fair Board
intends to be extremely judicious in the use of the Excess TRT, probably
allocating an amount materially less than the “comparative disadvantage”.

Each year, staff would present information to the Fair Board in the ensuing fiscal
year budget recommendation to assist the Board in allocating Excess TRT to the
Operating and Capital Budgets. The final allocation accepted by the Board
would then be submitted as part of the Fair Board Budget Recommendation to
the Budget Committee and Commission. Thus, there are several review points,
internal and external to the Fair Board, with the ultimate decision being that of the
County Commission as it adopts the Fair Board's Budget for the ensuring fiscal
year. :

TIMING

Given the financial projection for FY04 and the immediate planning horizon, the
Board would like to see a decision from the Commission as soon as feasibie. If
the Commission accepts the Board’s recommendation, it wouid be very much



appreciated if the required modifications to the Lane Code, Manual or Board
Orders could take place expeditiously to allow the Fair “Rainy Day” Reserve to
be released to the Operating Budget before fiscal year end.

In the staff memorandum titied “Fair Board Financial Stability” dated February 18,
2004 (Attachment A), there is a Schedule M that portrays a financial forecast for
the next four years. Attached to this memorandum as Attachment B is a Revised
Forecast wherein the projected “comparative disadvantage” is factored into the
Operating Budget as a resource, with the resulting bottom-line showing positive
throughout the forecast period.

SUMMARY

The Board appreciates the opportunity to meet with you to present and discuss
this recommendation. Our goal and commitment is to ensure the viability of the
Lane Events Center. We strongly believe that given the known and forecasted
financial environment that the recommended strategy should provide the Fair
Board with financial stability for the immediate future.

ATTACHMENTS - 2



DATE:
TO:

FROM

ATTACHMENT A

MEMORANDUM

February 18, 2003

Fair Board

: Warren G. Wong, Managing Director

SUBJECT: Fair Board Financial Stability

EXECUTIVE SUMMARY

This memorandum seeks to reaffirm the critical financial delimma facing the Fair Board

and to

present a long-term sustainable solution.

FY04 is the third year in the Fair Board's long-term strategy to establish financial
stability. Despite implementation of numerous mitigating actions, management's
conclusion is that financial stability over the long-term will only be achieved with a
“contribution” to the Operating Budget. If this is not forthcoming, then the fallback
strategy is to privatize the Fair Board operations.

Although Management has no vested interest in which solution set is selected as that is
ultimately your choice and that of the County Commission, Management'’s preference is:

o

o

Convert Board Order #02-1-9-4 to a perpetual commitment of Excess TRT to the
Fair Board;

Enshrine the formula to determine the Excess TRT amount and formalize the
process for budgeting this allocation;

Establish review points at FY07, FY10 and every three years henceforward,
Authorize the equivalent of the “comparative disadvantage” (of being a public
entity) in Excess TRT to be allocated to the Operating Budget each fiscal year,
with the amount to be included in the Fiscal Year Budget Recommendation to the
Budget Committee and County Commission;

Authorize the balance of the Excess TRT to be allocated for capital projects,
equipment or debt service associated with a capital project on equipment
purchase; and,

In an emergency, allow Fair Board to make a request to County Commission to
reallocate a portion of the Capital aliocation to Operating. Schedule J and K.

NOTA BENE: This is not a request for General Fund resources nor is it a request
for more TRT than currently allocated to the Fair Board; it is simply a request to

commit in perpetuity the Excess TRT and to expand its allowed uses.




ASSUMPTIONS

The Fair Board has pursued a goal of financial stability premised on several key
assumptions. These assumptions provide guidance to staff as business and financial
plans are developed and executed. The assumptions are:

o The Fairgrounds will serve as a venue for Lane County citizens and visitors to
attend fairs, festivals, exhibitions and other community or private events.

o Financial Stability — The Fair Board is established as an Enterprise Fund and as
such must cover its expenses through self-generated revenue in the form of
. -admissions, rents and other miscellaneous sources. Financial stability also
encompasses the provisions of adequate operating cash and operating and
capital budget reserves; assurances that employees are fairly compensated,
infrastructure is appropriately maintained and replaced; and, clients receive a fair
value of services for their payments.

o Public Entity — The Fair Board is established under ORS 565 and is a
Department of Lane County. The understanding is that the Board will remain a
public entity by law and policy and Fair Board employees are County employees.
This is not to say that components of the Board's management or services
should not be outsourced if it can be performed more cost efficiently.

o County and 4H/FFA Fairs — The two major fairs each year are the 4H/FFA Fair in
July and the County Fair in August. These two programs are the core
justification for the entity's existence and a key focus of our overall service
continuum.

o Trade Show Facility -- Provide the largest flat-space venue in Lane County for
trade shows, exhibitions and other similar events requiring in-door space. This
service directly supports the visitor industry.

KEY REVENUE DRIVERS

The Fair Board sets rates for admissions, rents and fees. In establishing these rates,
factors taken into consideration include covering direct and indirect costs, competing

markets and venues, customer’s ability to pay and the quality of product or service
being sold.

Rates have been increased in a relatively consistent manner. However, in the past year
or so, rates have either not been increased or increased very modestly due to the state
of the local economy. The Fair Board has little control over the customer's discretionary
use of the Fairgrounds and must make the Fairgrounds an attractive option both from a
pricing and service/product perspective. Management's conclusion is that rates are at
optimum and only modest increases can be achieved in future years. Greater increases
are feasible if the capital infrastructure is upgraded. Schedule A.



When analyzing the revenue composition over a ten year period, it is evident the Fair
Board lost revenue by not renting the houses on Jefferson Street (approximately
$21,000 per year) and not being able to stable horses throughout the year
(approximately $75,000 per year). Both revenue streams were basically “net” as there
was minimal expense associated with these revenue streams. This revenue loss, in
retrospect, was one of several catalysts that began the destabilization of the Fair
Board's finances. Schedule B.

Finally, the state of the local economy drives both client rentals of facilities and
attendance at various venues, be it the Ice Arena or the County Fair. Anecdotally,
attendance and spending at the 2003 Fair was affected by the anemic state of the local
economy. Fortunately, facility rentals have been fairly consistent with the exception of
one or two major client losses in the past two years.

KEY EXPENSE ASSUMPTIONS

As in any enterprise, there are innumerable expense items with many of them specific
to the type of service or product being delivered. The Fair Board's expense structure is
comparable to that of a hotel providing large meeting spaces or a large entertainment
complex. The discussion below highlights the major expense categories.

o Salary and Benefits — The Fair Board has 21 permanent FTEs and also employs
hundreds of temporary employees, most of them through an employment
agency. Salaries and wages for permanent employees are relatively comparable
to the private sector, from what minimal baseline information we have been able
to obtain from private entities. As a County Department, Fair Board employees
receive County benefits comparable to the balance of the County workforce.

Benefits for permanent employees are comparable to that in the private sector,
except for two major cost elements—health (encompasses medical, dental and
vision) insurance and retirement. Fair Board employees participate in the County
heaith insurance program. The annual FTE cost for FY04 is $8,725; this rate is
108% higher than that paid five years ago. The health benefit provider indicates
this cost may increase by 20% in FY05. The retirement contribution to the
Oregon Public Employee Retirement System (PERS) is 18.83% of covered
payroll. (Technically, part of the 18.83% is paid to Lane County for debt service
on a bond issued in 2002 for advanced payment of the unfunded liability; and,
this does not include the 6% contributed by the employee.) The 18.83% rate is
141% greater than what was paid five years ago and more than likely will
increase in future years. The combined dollar value of these two benefits in
FY04 is $317,947.

There is a very important conclusion to be derived from this information. First, as
evidenced by the discussion on Revenues, the Fair Board is restricted in its
revenue generating capacity to, in essence, that ceiling imposed by the (private



sector) competition. Second, having public sector employees does have a
significant marginal cost; namely in the form of PERS and health insurance.
Thus, the Fair Board is at a “comparative disadvantage” of competing in the open
market. Imputing what the private sector would pay in retirement and health
benefits, the Fair Board pays a cost differential of approximately $234,403.
Schedule C.

o Utilities — Rate increases for both electricity and natural gas in the past two years
have caused these cost elements to increase significantly. The Fairgrounds
uses a large amount of electricity and gas for the Ice Center, grounds lighting
and heating and lighting of the various facilities. In conjunction with EWEB,

. -major efforts at energy conservation have taken place in the past three years to
reduce energy consumption and costs but this effort has been partially negated
by rate increases. For example, $243,375 was spent on utilities in FY03 vs.
$220,385 five years ago, despite the energy conservation projects.

o |nsurance — Premiums for property and liability insurance have increased to
$139,030 in FY04 from $69,223 five years ago, an increase of 101%.

o 4H/FFA Fair — The Fair Board views this event as a core service and an
important justification for its existence., However, what is not commonly
understood is that the Fair Board provides approximately $50,000 - $60,000 of
service at no cost to the Extension Service or participants in the Fair. In fact,
$5,000 is paid to the Extension Services.

HISTORICAL FINANCIAL AND PROGRAM STRATEGIES

In reviewing the last several years of activity, there are two strategies that were
undertaken that have benefited the Fair Board and community overall but at a “price”.

o A concerted effort was made to invest in and upgrade the capital investment at
the Fairgrounds, given that minimal effort had been made since the initial

construction of many of the facilities. Some Operating Cash was expended on
capital.

o There was also a strong initiative to create new programs and services at the
Fairgrounds in order to generate more revenue (attendance and use) and to
provide a wider continuum of services. For example, conversion of the Livestock
Building to a multi-purpose facility including sports, a new planetarium, Hoiiday
Lights program, a Pizza facility, an after schoo! sports program, etc. Some of
these efforts have been modestly successful and others were not successful.

To facilitate the above-cited strategies, Operating Cash was used for start-up and
operating expenses, with no or minimal revenue generation. The Fair Board had
approximately $300,000 - $600,000 in Cash in the early 1990's. This Operating Cash
acted as a cashflow device given that revenues do not come in uniformly throughout the



fiscal year and also as a Reserve for unforeseen financial exigencies. As the Cash
Schedule shows, the Operating Cash decreased between FY95 and FY03. The
Operating Cash was primarily expended on new program strategies and since these
efforts did not generate substantial revenue, the Operating Losses that occurred
reduced the Cash once carried by the Fair Board. Schedule D.

The refinancing of the 1998 Fair Bonds and the Board of Commissioners dedi-cation of
the remaining Excess TRT to Capital Projects by Board Order #02-1--4 in January
2002 rectified the shortage of resources for Capital. Schedule J.

The County Commissioners during the FY04 Budget process agreed to set aside
$125,000 of the Excess TRT for each of the next four years to establish a Fair *Rainy
Day" Cash Reserve. This Reserve, however, was specifically designated to address a
situation where a Fair did not achieve the Net Budgeted Revenue. In essence, this is a
Reserve dedicated to the Operating Budget. Schedule K.

An overall assessment of the financial data results in the following critical conclusions:

o The Fair Board’s Operating results are marginal, at best. Operating Profit before
Depreciation is projected to be negative this fiscal year,; a slight loss in FY03; a
profit in FY02; and, six consecutive years of losses previously. The Operating
Losses consumed a substantial portion of the Cash that once served as Working
Capita! and a Reserve for the Fair Board. Based on recent history, it is unlikely
that profit can generate sufficient cash required to achieve financial stability in a
timely manner. Schedule B.

o The Operating Budget Cash status is problematic. There is insufficient cash for
cashflow; causing draws on a Line of Credit on a more frequent basis (see
discussion under “Areas of Concern”). Schedule D and L.

In management's opinion, the Fair Board’s financial status is precarious and requires
substantive remedial intervention to achieve long-term financial stability.

FAIR BOARD MITIGATING ACTIONS

In late FYO1, a review and analysis of financial data and reports indicated a problem
with the Fair Board finances. This finding was further validated by the FY01 Audit.
Simply put, the Fair Board finances were problematic and the issue of a “going concern”
was and is a potential finding by the External Auditor. Corrective action was
implemented immediately.

At its April 22, 2003 meeting, the Fair Board reaffirmed that financial stability was its
paramount goal for FY03 and beyond. The Fair Board has been extremely supportive
of management efforts to implement corrective actions, as have been the Board of
County Commissioners and County Administrator.



Over the past three years, the following steps have been implemented to remedy the
situation and stabilize and improve the Fair Board finances. Some of these actions
resulted in immediate payoff and others payoff over time.

Actions taken include:

O

FTEs — As Schedule E depicts, the number of permanent FTEs has been
reduced to 21 in FY04 from a high of 32. Qutsourcing services caused seven of
these reductions and the remainder occurred by reengineering work. Schedule
E.

. COLA - The organization has not granted COLAs to its employees since 2000.

Based on a salary survey conducted in 2002, our salary levels are within market
of surveyed private and public sector employers.

LWOP —In FY02, as a short-term measure, seven management and
professional staff were asked to take leave without pay (LWOP) of 120 hours,
approximately a 6% salary rollback. The staff voluntarily did this and maost
continued to work the hours anyway.

Energy Conservation — Working principally with EWEB, a number of energy
conservation projects were initiated in the Convention Center and ice Arena
using EWEB Energy loans and grants as the financing mechanism. Given rate
increases over the past three years, these energy conservation projects have
slowed the growth rate of utility costs as opposed to the intended decrease in
costs.

Outsourcing Services — Two functions were formally outsourced and a third was
informaily outsourced. First, the Food and Beverage function was outsourced as
of July 2002, and five positions were eliminated. That function has turned from a
cost center with an imputed loss of $(69,886) in FY02 to a profit of $138,629 in
FY03. Second, the Landscaping Services were outsourced as of December
2002 with one position eliminated. Third, a maintenance position was eliminated
and contractors are used to perform maintenance on our equipment and
buildings.

Rate Increases — Across-the-board, fees, rates, rents, admission prices, etc.
have been increased. However, there are limits in this effort given the
acceptance by clients and competing venues. For example, our Daily Fair
Admission is at the top end in the State of Oregon. Schedule A.

Increase Activity —~ Efforts have been made to increase activity and attendance
at all venues. Marketing resources have been expended to ensure adequate
advertising of events and a consultant was retained to develop a business plan
for the Livestock Buiiding. As a result, a BMX program is in operation in the



Livestock Building during the wet-weather months to supplant the loss of horse
riding revenue.

Current efforts underway are as follows. The food concessionaire is attempting
to increase the amount of catered events at the Fairgrounds and offsite. A study
is currentty underway on trade shows that may identify candidates for the Fair
Board to pursue, especially to fill in the mid-week period, which is generally open.
A representative from the lce Skating Institute was on site to evaluate the Ice
Arena operations, schedules, rates, facility and marketing, given its financial
difficulties; and, a report is due at the Fair Board's February meeting. Most
recently, two events new to the Fairgrounds included “A Taste of Eugene” and

. the “Events and Meeting Planner Show" and efforts are underway to ensure their
return next year.

AREAS OF CONCERN

There are several areas of concern that are being addressed by existing remediation
plans or need fo be addressed through an adopted strategy. The principle areas are:

o Capital Investment - The Fair Board has an adopted Capital Improvement Plan
and the first year of the CIP is translated into the ensuing fiscal year Capital
Budget. With Board Order #02-1-9-4 in 2002, the commitment of Excess TRT
has provided a predictable stream of resources for capital investment. The Fair
Board, with concurrence of the Board of County Commissioners, is using that
resource to: a) repay the Pianetarium Loan from the TRT Special Project
Account; b) pay the debt service on energy conservation loans and equipment
purchases; c) establish a Fair “Rainy Day” Cash Reserve; and, d) fund capital
projects and equipment purchases. The Board has focused on major structural
needs over the past two years including a stormwater collection system to allow
animals on site during the dry-weather period and reroofing the Convention
Center and Expo Buildings. In addition to continuing to rehabilitate structural
requirements, funds are being focused on replacing obsolete equipment such as
chairs, tables and other fumishings. There is an almost endless list of needs in
this area. Schedules F, G, J and K.

o lce Arena - The ice Arena lost a significant revenue source when the Thunder
Hockey Team abandoned its franchise at the end of the FY03 season. A group
of investors attempted to put together a team for the FY04 season but was
unable to meet several logistical timeframes. A different group has indicated that
it is interested in having a team here for the FY05 season. The hockey team
provided approximately $35,000 — $40,000 net revenue to the Ice Arena.

There are three other factors that impinge on the financial solvency of the Ice
Arena. First, attendance is down and this is reflective of a national trend that has
seen attendance drop by 30% across the county. Our decrease is not as
significant but we are aware of arenas in the Pacific Northwest that have closed



due to low attendance and the consequent financial problems. Second, utility
costs have grown significantly given gas and electric rate increases, with more
anticipated in the future. Third, the Ice Arena was closed for six weeks this past
summer for maintenance, causing a significant ioss of revenue.

The end result is that the |Ice Arena will not cover its direct costs this fiscal year.
Further, if utility costs increase over the next twelve months, this will further
exacerbate the financial problem. Enhanced efforts are currently underway to
market the Ice Arena to increase skating and hockey attendance and to attract a
semiprofessional hockey team back. The

FYO05 Budget indicates the lce Arena will not cover its direct operating costs.

" Operating Cash ~ There is a problem with cash flow since there are basically no
Operating Budget Cash Reserves. |n the last month of FY03, $65,000 was
drawn on the Operating Line of Credit (LOC) and an additional $20,000 was
drawn in July of FY04, for a total of $85,000. The $85,000 draw was repaid with
cash generated from the 2003 Fair. Additional draws were made in September,
October and November to make payroll and accounts payable. Making LOC
draws more frequently and so early in the fiscal year to maintain operations is a
telling critique of our financial stability. As of this date, the Operating Line of
Credit Draw is $45,000, an amount that has been consistently outstanding for
2004. Schedule L.

Utility Rate Increases — EWEB has announced its intent to increase rates this
spring.

Health Insurance - Preliminary indications are the County may be subjectto a
rate increase in the 17%-20% range in FY05. Further, indicators from the
industry are that rate increases will continue into the foreseeable future.

PERS — The retirement contribution for FY04 is 18.83% of covered payroll and is
anticipated to stay the same for FY05. However, the County Budget Manager is
projecting a PERS rate to approximately 22% in FY06 if PERS continues its
current rate-setting procedure,

EINDINGS

After a review and analysis of the financial data for a ten year period, various financial
and operational strategies implemented and forecasting the environment the Fair Board
will be in for the next several years, one can derive the following findings:

o Revenue — It does not appear that much additional revenue can be generated

through rate increases. The admissions, rents and fees seem to be at maximum
for now given the condition of our physical infrastructure, state of the local
economy, client’s ability to pay and the competing market. It is possible to



increase revenue by more activity and attendance and that is a business strategy
we continue to pursue. Schedule A.

Business Practices — Continuing business practices to reduce cost, outsource
and reengineer work can still provide marginal savings and impact the cost
curve.

Public Sector Employees — The Fair Board differs significantly from its private
sector “competition” basically in its workforce being government employees and
recipients of public sector benefits; namely, health insurance and retirement.
Schedule C.

Other Oregon Fair Boards — In a survey of several other Oregon Fair Boards, a
number of them are given a contribution by their governing body to assist in their
operating budgets. Schedule H.

Financial Stability — All evidence to date with all of the implemented and on-going
mitigating strategies is that financial stability is simply not achievable in the long-
run without dramatic changes to the structure and environment the Fair Board
operates. Further, having to continually borrow for cashfiow purposes and
basically having a negative working capital ratio simpty calls intc question
whether the Fair Board is a “going concern* and can remain viable financially, in
the long-term. Schedules ! and L.

ALTERNATIVE STRATEGIES

The Fair Board will continue existing strategies, such as increasing revenue and activity
and cost reduction measures. However, these strategies are insufficient to address the
core problem. Given forecasts of increased costs, dramatic intervention strategies are
required. The following are several strategies that are available and of sufficient
magnitude that one of them, or several in combination, could address the financial
stability issue in the intermediate-to-long term.

o Privatization — There is a continuum of additional services or venues that could

be outsourced. The most extreme situation is to privatize the entire Fairgrounds
and abolish the Fair Board. In this situation, the County could receive some type
of “rent” or profit sharing to cover its expenses. This option requires extensive
additional research and analysis. Some initial issues are:

v Capital Infrastructure ~ The issue of capital reinvestment wouid be a critical
negotiating point given the condition of the Fairgrounds infrastructure and
equipment.

v County and 4H/FFA Fairs — The viability of the two Fairs as we now know
and appreciate them may be lost under this scenario, especially the local
Lane County ambiance and nuances.



v" Control — Under a management contract with a private operator, the County
may lose control over the use and manner in which the Fairgrounds are
operated. .

v" Viability — It is not clear that there are entities that would undertake the
management of a fairgrounds; there are certainly examples of trade show
facilities available that the private sector operates.

v’ Existing Agreements — There are a number of multi-year agreements that
would need to be addressed, perhaps at a cost {o terminate.

The dilemma in outsourcing is that existing staff that currently perform the
functions cited above also work throughout the year and most of July and August
, .on the County Fair. it is unlikely that a private entity would devote sufficient
resources to this effort and would operate the Fair more as a generic
entertainment and commercial venture than the current County Fair with its
unique ambiance.

Public Sector Benefits - PERS provisions preclude withdrawing the workforce
from PERS or altering the retirement benefit if the Fair Board remains a public
entity. On the other hand, the Fair Board could modify the health insurance
benefit given your agreement with the County Commissioners fo have
independent human resources- authority. For example, rather than providing the
County health insurance plan, a more restricted benefit plan at a reduced cost
could be offered to employees. This is a problematic strategy as it would create
a “separate class” of County employees and lead to staff morale issues as well
as certain other human resource consequences.

Operating Contribution — Expand the use of Excess TRT to include the Operating
Budget. Most public entity trade show facilities, fairgrounds (see Oregon Fair
Board survey), cultural centers and convention centers receive some type of
contribution for their operation. By Board Order #03-06-18-1, the Commission
established a Fair “Rainy Day” Cash Reserve of up to $125,000 per year and this
is basically an Operating Budget “contingent” contribution. Schedule H.

An updated financial forecast projects continuing deficits under the current
financial structure. Without some methodology to address the “comparative
disadvantage” referenced above, there is absolutely no way the Fair Board can
balance its budgets as a public entity in the iong-term. Schedule M.

Do Nothing — In this option, the Fair Board would continue to implement current
business practices and strategies. This may be a feasible option for the short-to-
intermediate term but is not sustainable and at some point will result in
“bankruptcy”.

Alternative Entity — Transfer responsibility of the Fairgrounds to another
governmental or private entity. The logical government would be the City of



Eugene, simply because of the Fairgrounds geographical location; but, there is
no rational for the City to take it over.

In reviewing the available options, the only two that have merit and can ultimately
resolve the financial dilemma for the long-term are the “privatization” and “operating
contribution” options.

MANAGEMENT RECOMMENDATION

Management's recommendation is the following proposal, with key Fair Board
discussion issues inseried under each element as applicable:

o Convert Board Order #02-1-9-4 to a perpetual commitment of Excess TRT to Fair
Board;

v Should this commitment be time-limited, say an additional five years beyond
the current ferm?

o Enshrine the formula to determine the Excess TRT amount and formalize the
process for budgeting this allocation;

o Establish review points at FY07, FY10 and every three years henceforward;

o Authorize the equivalent of the “comparative disadvantage” (of being a public
entity) in Excess TRT to be allocated to the Operating Budget each fiscal year,
with the amount to be included in the Fiscal Year Budget Recommendation to the
Budget Commitiee and County Commission;

v" Are PERS and health insurance the only elements of the “comparative
disadvantage™?

v Should the full value of the “comparative disadvantage” be used as the value
of the “Operating Contribution™?

o Authorize the balance of the Excess TRT to be aliocated for capital projects,
equipment or debt service associated with a capital project on equipment
purchase; and,

o In an emergency, allow Fair Board to make a request to County Commission to
reallocate a portion of the Capital allocation to Operating. Schedule J and K.

management acknowledges that past Fair Managers have promulgated that the Fair
Board is self-supporting. There is no argument that that was the situation in the 1980’s
and most of the 1990’s. However, since that period, the financial environment is
completely different and circumstances call for an operating contribution for the Fair
Board to remain a public entity and financially viable.

TIMING

Resolution of this issue is imperative, especially in light of the projected Operating
Budget loss for this fiscal year. The Fair Board should attempt to reach a strategy
decision at the February 24™ meeting or no later than the March 30 meeting. A Joint
Meeting with the Board of County Commissioners should be scheduled shortly
thereafter.

11



ATTACHMENTS

ZrRCTIENMOO® P

Schedule A — Example Rates
Schedule B — Operating Funds History

. Schedule C - Personnet Costs
. Schedule D — Net Operating Cash Available

Schedule E - Personnel
Schedule F — TRT Capital Projects

. Schedule G — FY04-07 CIP
. Schedule H - 2003 Oregon Fairs Financing Survey

Schedule | - Net Working Capital
Schedule J - Board Order #02-1-9-4

. Schedule K — Board Order #03-06-18-1

Schedule L — Operating Line of Credit Draws

. Schedule M - Financial Forecast
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Lane County Fair Board
Example Rates

Fair Dailey Admission

Fair Séa'lson Pass

Fair Commercial Space Rent
Exhibit Hall Rent
Performance Hall Rent
Meeting Room # 1 Rent

Ice Skating Admission

Ice Private Rent (hockey)

Sports Rent

Schedule A

FY 00 FY 01 FY 02 FY 03 FY 04
or or or or or

2000 2001 2002 2003 2004
7.50 8.00 8.00 8.00 8.00
12.50 12.50 14.00 14.00 14.00
730.00 770.00 770.00 808.50 808.50
2,690.00 2,850.00 3,150.00 3,300.00 3,300.00
1,460.00 1,545.00 1,725.00 1,800.00 1,800.00
320.00 340.00 400.00 420.00 420.00
3.00 3.00 3.00 3.50 3.50
195.00 195.00 210.00 235.00 235.00
15.00 25.00 35.00 35.00
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Lane County Fair Board
Personne! Costs
Public vs.Private Sector

Public Private
Total Annual Payroll 684,797 684,797
Medical Benefits 189,000 63,000
Retirement Benefits 128,947 20,544
Other Payroll Costs 82,518 82,518
Total Annual Personnel Costs . 1,085,262 850,859

Public Sector

Assumes $9,000 annually for Medical Benefits
Assumes 18.83% of Salary for Retirement benefits
Assumes 12.05% annual salary for FICA,SAIF etc.

Private Sector

Assumes $3,000 annually for Medical Benefits
Assumes 3% of Salary for Retirement benefits
Assumes 12.05% annual salary for FICA,SAIF etc.

Schedule C
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SCHEDULE G

Capltal improvement Projects
by Department FUNDED UNFUNDED
127272003
Administration £ t4755"% ARt il ‘ 2005 2006 2007 2008 Total
Capital Projacls
Auditorium/Whesier Exterior Flal Suraces 527.000 527,000
Community Green 5,000 5,000 5,000 295,566 310,586
Conlingency, 32333 38,500 60,784 35,000 166.617
Debl Service 160,968 175,174 134,192 167,810 638,164
Deficit Camry Forward from Previous Fiscal Year 70,000 110,000 £0,000 260,000
Facilties, Site and Equipment Rehabiilation 10,000 10,000 10,000 30,000
Fair “Rainy Day” Cash Reserve 125,000 125,000 125,000 375,000
Pave Nothwest Lot 589,000 585,000
Project Planning, Design Administration 5,000 5.000 5,000 15,000
Slomwater Fee 60,000 60,000 60,000 60,000 240000
Capital Subtotal 468,321 528,674 478,976 1,614,396 3,091,367
Equipment
Exhibit Entries Software 5,000 5,000
PC Replacement Plan 6,000 . 6,000 12,000
Scheduling Software 14,000 14,000
Equipment Sublotal 11,000 0 1] 20,000 31,600
v L T s LT IAdmlnistratibnTotal TR TI 2 I RIS 28 ST AL AT 9T 16327398 (12
! ons X : " 2008 2006 2007 2008 Total
Capital Projects
Auditorium Upgrade - interior| 110,000 . 110.000
Auditorium/Admin, Offices - Exlerior Painl 20,000 20,000
Carpetl Replacement n Atrium 9,600 8.000
Convention Center Lobby Lighting 11,000 11,000
Exhib¥ Hall Restrooms 170,000 170,000
Expo 5 Insulalion Netling 22,000 22,000
Expo 7 Sewer and Water . 15,000 15,000
Expo 2, 4 and 6 Restooms 185,000 185.000
Expo Structural Rehab 225,000 225,000
lce Center Reroof 55,000 55,000
Lane Events Cenler Signage 54,000 54,000
Lighting, Convention Center, West 20,000 20,000
Lighting - Courtyard , 11,000 11,000
Livesiock Building insulation Netting 22,000 22,000
Livestock Bulding Painting (Exteriorinterior) 24,000 24,000
Lock and Door System 172,800 172,800
Paini Trusses-Exhibil Hal 25,000 25,000
Paint Trusses-Performance Hall 15,000 15,000
Parking Lot Repave and Striping 550,000 550,000
Power Upgrade - Convention Center - 70,000 70,000
Restroom Signage 6,000 6,000
Water Pipe Replacement 4,000 4,000
Wheeler Paviion Re Roof 170,000 170,000
Wheeler Paviion Upgrade 100,000 100,000 200,000
Wheeler Paviion HVAC 340,000 340,000
Capital Subtotal 41,000 104,000 100,000 2,255,800 2,505,800
Banquet Chairs and Tables 15,000 18,000 27,000 21,000
Chair Box Carls 10,000 11,000
Classroom Tables 5724
Conavenlion Center Chair Carts 37,800
Convention Cener Chairs 22,400 32,400 32,400 10,000
Electric Cars 7.000 7.000
Exhibil Department Equipment 27.270 27.270 21270 27,270
Exhiblor Tables 28,755 28,755 28,755 28,755
Folding Chalrs 47,280
Food Service Equipment 12,000 12,500 15,000 195,000
Foukifl 23,000
Heeting Room Inlemet, Video, Data Hookups 20,000
Meeting Rooms Window Covetings 7.000
Person Lt 3a7.800
Pickup Truck 25,000
Pipe and Drape 3,500 3,500
ScissorLin 19,000
Stage 18,000
Trash Cans 5.000 1.651 8,349 25,000
Trash Compacior 25,000
Equipmeni Sublolal 208,929 120,576 78,274 448,625

PNrNIP F Mdeac BFve '\ CIP & s []




FUNDED UNFUNDED
2005 2006 2007 2000

Capial Pojects
Compressof Resefvoirs 22,000 22,000
HVAC for ice Center Lobby 40,000 40,000
lce Center Elevalor 40,000 40,000
lce Center Signage 5,000 5,000
Lunch Counter and Eating Area 7.000 7.000
Paint Exterior of lca Center 25,000 25,000
Remodel of front of lce Lobby and Office 50,000 50,000
Restrooms ai lce Arena 40,000 40,000
Women's Locker Room 30,000 30,000
Ceapifal Sublotal 22,000 [ [4 237,000 259,000

Equipment

Copy Machine 7.000 7.000
Healers for Speclalors al lce Arena 21,000 21,000
Color Lights fer lce Arena 5,000 5,000
lce Resurfacer 70,000 70,000
Renlal skales 6,750 6,750 6,750 6,750 27,000
Rubber faer mating 10,000 10,000 10,000 100,000 130,000
Security Comeras 8,000 8,000
Equipment Sublalal 23,750 16,750 16,750 210,750 268,000
R otal Spbr 451750 8750 750 75 E0 27000
Grand Total 775.000 775,000 775,000 4,784,571 7.109,571

PN Forrrading. Ehvitin VoIP ow sadub-
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L ane County Fair Board
Net Working Capital Schedule |

1992/93 1993/94 1994/95 1995/96 1996/97 1997/98 1998/99 1999/00 2000/01 2001/02 2002/03

317,089 419,428 563,119 409,786 348,003 (55278) 39,769 (73,176) (104,441) (96,774) (234,862)

Net Working Capital = Liquid Assets - Current Liabilities

This ratio indicates the entity's ability to pay for current operations. Ratio should be positive.



SCHEDULE J

THE BOARD OF COUNTY COMMISSIONERS, LANE COUNTY, OREGON
ORDER NO. 02-1-9-4 IN THE MATTER OF DEDICATING $890,500 IN
PROCEEDS FROM THE REFINANCING OF THE 1998
FAIRGROUNDS MUNICIPAL LOAN AGREEMENT TO
THE DRY WEATHER FLOW TO CITY SANITARY
SEWER/INTERCEPT PROJECT AND OTHER CAPITAL
IMPROVEMENTS AT THE LANE COUNTY
FAIRGROUNDS AND APPROVING THE USE OF
UNDEDICATED TRANSIENT ROOM TAX FUNDS FOR
CAPITAL IMPROVEMENTS AT THE LANE COUNTY
FAIRGROUNDS

i et o Mo Tt et T St g "t

WHEREAS, the Lane County Fair Board and the Board of County Commissioners have
a long term business partnership that does not require an operating subsidy of Fairground

operations and is evidenced by the Fairgrounds Business Plan, Master Plan and Capital
Improvements Plan, and

WHEREAS, the Board of County Commissioners authorized the refinancing of the 1998
Municipal Loan Agreement for improvements to the Lane County Fairgrounds under the
authority of ORS 271.390 and ORS 287.053, in Board Order 02-01-09-03, and

WHEREAS, the Lane County Fair Board has demonstrated the need to construct the

Lane County Fairgrounds Dry Weather Fiow to City Sanitary Sewer/Intercept Project prior fo the
2002 Lane County Fair, and

WHEREAS, the Board of County Commissioners and Lane County Fair Board have
concluded that the use of proceeds from the refinancing of the 1998 Municipal Loan Agreement
in an amount equal to the reserves for the 1998 Municipal Loan Agreement, i.e., $890,500, is
necessary to construct the Lane County Dry Weather Fiow to City Sanitary Sewer/Intercept
Project prior to the 2002 Lane County Fair, and

WHEREAS, the Board of County Commissioners has approved the use of undedicated
transient room tax funds for capital improvements at the Lane County Fairgrounds on April 8,
1998, in Board Order 98-4-8-4 and again on December 2, 1998, in Board Order 98-12-2-3, and

WHEREAS, the Board of County Commissioners finds that dedicating $890,500 of the
proceeds from the refinancing of the 1998 Fairgrounds Municipal Loan Agreement to the Lane
County Fairgrounds Dry Weather Flow to City Sanitary Sewer/Intercept Project and approving
the use of undedicated transient room tax funds for capital improvements at the Lane County
Fairgrounds would be in the best interests of the citizens of Lane County, and

WHEREAS, according to Lane Code 4.175(5), any amounts derived from the Transient
Room Tax imposed by LC 4.110{1) for capital debt retirements that are in excess of annual debt
service shall be used for future capital projecls or as directed by the Board of County
Commissioners through the annual budget process,

NOW THEREFORE, IT IS HEREBY ORDERED, that the Board of Counly
Commissioners dedicales $890,500 of the new proceeds from the refinancing of the 1998
Fairgrounds Municipal Loan Agreement exclusively to the Lane County Fairgrounds Dry



Weather Flow to City Sanitary Sewer/Intercept Project as described in Exhibit A 1o this Order
and other capital improvements at the Lane County Fairgrounds, and it is

FURTHER ORDERED that it is the Board of County Commissioners’ intent that any
excess transient room tax revenues, as provided by Lane Code 4.175(5) and as determined by
the Depariment of Management Services, be made available for transfer to the Fair Board for
capital improvements for a period not to exceed five fiscal years, i.e., beginning at the time of
refinancing the 1998 debt (approximately February, 2002) and ending June 30, 2007, to be
used for capital projects pursuant to the Fairgrounds Capital Improvements Plan; and it is

FURTHER ORDERED that the Board of County Commissioners inlends lo conduct a
review of any excess Transient Room Tax revenues in the fourih year (FY 05-06) following the
refinancing of the 1998 Debt; and it is

FURTHER ORDERED that Board Order 98-4-8-4 and Board Order 98-12-2-3 are hereby
rescinded.

Dated this 9th day of January 2002.

M//W

Bill Dwyer, Chair
BOARD OF COUNTY COMMISSIONERS

APPRONT T T FORM

Dat t = 7 - 2002 jungoounty
ORFICE OF LEGAL COUNSEL



SCHEDULE K

IN THE BOARD OF COUNTY COMMISSIONERS
OF LANE COUNTY, OREGON

IN THE MATTER OF APPROVING THE
REIMBURSEMENT OF TRANSIENT
ROOM TAX SPECIAL PROJECT FUNDS
AND THE CREATION OF A FAIR BOARD
“‘RAINY DAY" CASH RESERVE FUND

ORDER NO. 03-06-18- 1

WHEREAS, in December, 2000 (Order No. 00-12-13-3), the Board of County
Commissioners approved entering into a Memorandum of Agreement (Agreement) with
the Fair Board to provide for a cash flow through the use of transient room tax special

projects funds for operating the Planetarium while the Fair Board developed and sought
to implement a business plan, and

WHEREAS, the Agreement provided that the Fair Board could draw up to a total
of $330,000 over three years, and that the Fair Board would reimburse the County at
least $35,000 in year 4, $40,000 in year 5, and the remaining revenues as soon as
possible over the next 3 years, and

WHEREAS, the Fair Board in fact has received a total of $290,000 from the
transient room tax special project funds for operations of the Pianetarium, while it sought

to implement an aggressive business plan which resulted in a unsuccessful election on a
measure for capital funds, and

WHEREAS, as a result of the election, the Planetarium has since been ciosed as
a fairgrounds operation, and

WHEREAS, in January, 2002 (Order No. 02-1-9-4), the Board of County
Commissioners approved the use of excess transient room tax revenues, as provided by
Lane Code 4.175(5), be made available for transfer to the Fair Board for capital
improvements for a period ending June 30, 2007 to be used for capital projects pursuant
to the Fairgrounds Capital Improvements Plan, and

WHEREAS, the Fair Board met with the County Finance and Audit Committee in
November, 2002, and recommended that a portion of these excess transient room tax
revenues be used to reimburse the fransient room tax special projects funds in
accordance with the Memorandum of Agreement over the course of the next 4 years
(ending June 30, 2007) and further, that a portion be set aside for a fairgrounds “rainy
day"” cash reserve fund annually until it accumulates to an amount of $500,000, and

WHEREAS, pursuant to LC 4.175(5) the Board of Commissioners may authorize
such use through the annual budget process,

NOW, THEREFORE IT IS HEREBY ORDERED that the Board of County
Commissioners approves the use of $50,000 of the excess transient room tax revenues

HATAXES\ROOMTAXABO-Planeiadumn reimb & FB ralny day.doc



described in Order No. 02-1-9-4 {o reimburse the transient room tax revenues special
projects fund as the first reimbursement under the Memorandum of Agreement with the
Fair Board approved in Order No. 00-121-13-3, and it is further

ORDERED that the Board of County Commissioners approves the use of
$125,000 of the excess transient room tax revenues described in Order No. 02-1-8-4 for
the creations of a Fairgrounds “Rainy Day” cash reserve, and it is further

ORDERED that the Fair Board may not expend funds from the Fairgrounds
“Rainy Day” cash reserve without the approval of the Board of County Commissioners,
upon the occurrence of one of two contingencies: a) if the actual net surplus from the
annual fair, determined as of December 31 of the same year, is 10% less than the net
. fair surplus that is anticipated and budgeted through the annual budget process, or b) if
there is an unexpected capital emergency beyond the ability of the Fair Board to
manage within its normal cash flow during the year.

DATED this _18th day of June, 2003 O (

Peter Sorenson, Chair
tane County Board of Commissioners

APPROVED AS TO FORM

tans

county

COUNRScL
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Lane County Fair Board
Operating Line of Credit

12/31/03

SCHEDULE L

LINES OF CREDIT: The fiscal year began with an outstanding draw of $65,000
on the Operating Line and additional draws and payments have been made
subsequently. The following recaps the use of the Operating LOC year-to-date:

DATE DRAW/PAYMENT BALANCE
7/1/03 $65,000
7/15/03 20,000 85,000
8/11/03 114,000 199,000
8/18/03 -199,000 0
9/8/03 10,000 10,000
9/9/03 46,720 56,720
9/20/03 -56,720 0
10/8/03 45,000 45,000
10/15/03 55,000 100,000
10/20/03 -100,000 0
11/3/03 50,000 50,000
11/7/03 20,000 70,000
11/12/03 80,000 150,000
12/10/03 -30,000 120,000
12/30/03 -75,000 45,000
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ATTACHMENT B

IN THE BOARD OF COUNTY COMMISSIONERS
OF LANE COUNTY, OREGON

IN THE MATTER OF APPROVING THE
REIMBURSEMENT OF TRANSIENT
ROOM TAX SPECIAL PROJECT FUNDS
AND CERTAIN OPERATIONAL USE OF
ROOM TAX FOR THE FAIRGROUNDS

ORDER NO. 04-6- 16-7

WHEREAS, in December, 2000 (Order No. 00-12-13-3), the Board of County
Commissioners approved entering into a Memorandum of Agreement (Agreement) with
the Fair Board to provide for a cash flow through the use of transient room tax special
projects funds for operating the Planetarium while the Fair Board devetoped and sough
to implement a business plan, and -

WHEREAS, the Agreement provided that the Fair Board could draw up to a total
of $330,000 over three years, and that the Fair Board would reimburse the County at
least $35,000 in year 4, $40,000 in year 5, and the remaining revenues as soon as
possible over the next 3 years, and

WHEREAS, the Fair Board in fact has received a total of $280,000 from the
transient room tax special project funds for operations of the Planetarium, while it sought
to implement an aggressive business plan which resulted in a unsuccessful election on a
measure for capital funds, and

WHEREAS, as a result of the election, the Planetarium has since been closed as
a fairgrounds operation, and

WHEREAS, in January, 2002 (Order No. 02-1-9-4), the Board of County
Commissioners approved the use of excess transient room tax revenues, as provided by
Lane Code 4.175(5), be made available for transfer to the Fair Board for capital
improvements for a period ending June 30, 2007 to be used for capital projects pursuant
to the Fairgrounds Capital Improvements Plan, and

WHEREAS, the Fair Board has requested it also be permitted to use a portion of
the excess room tax revenues described in Order 02-1-9-4 for operating purposes, and

WHEREAS, in June, 2003 (Order No. 03-06-18-1), the Board approved the use
of $125,000 of excess transient room tax revenues be set aside annually for a
Fairgrounds “Rainy Day” cash reserve, and further on May 12, 2004 (Order No. 04-5-12-
16), approved draw down of that reserve of $67,065, leaving a remainder in the reserve
of $57,935, and

WHEREAS, the Fair Board has also requested it be ‘permitted to use the
remainder of that cash reserve, and W Tt

WHEREAS, pursuant to LC 4.175(5) the Board of Commissioners may authorize
such uses through the annual budget process,

HATAXES\IROOMTAX\BO-Planetarium reimb & FEB opertns 2004.doc



NOW, THEREFORE IT 1S HEREBY ORDERED that the Board of County
Commissioners approves the use of the excess transient room tax revenues described
in Order No. 02-1-9-4 to reimburse the transient room tax revenues special projects fund
under the Memorandum of Agreement with the Fair Board approved in Order No. 00-12-
13-3 at a minimum of $50,000 in FY 04-05 and a maximum of the remaining balance
owed, the exact amount to be determined by the Fair Board, and it is further

ORDERED that the Board approves the use in FY 04-05 of up to $250,000 of the
excess transient room tax revenues described in Order No. 02-1-9-4 for operating
purposes of the Fairgrounds, and it is further

ORDERED that the Board approves the transfer of the remaining balance of
$57,935 in the reserve to the Fair Board budget for operating uses in FY 04-05, and it is
further

ORDERED that the Fair Board shall report to the Budget Committee next year
the actual amount of the $250,000 that is used in FY 04-05 for operational purposes,
and the impact that had on the Fairgrounds Capital Improvement Plan.

DATED this_16th day of June, 20

”

Bobby Green/Sr., Chdir |

Lane County Board of Commissioners

HATAXES\ROOMTAXBO-Planelarium reimb & FB opertns 2004.doc



Fair Budget Survey ATTACHMENT C

How much is your Operating Budget?

Linn Co. $981,993
State $14 Million
Deschutes $3 Million
Douglas $1.7 Million
Benton $950,000
Lane $3 Million

How much subsidy does the Operating Budget receive?

e General Fund

Linn Co $350,000

State $4 Million

Deschutes $300,000 ($105,000 goes to reserves)
Douglas $100,000

Benton $200,000

Lane -0-

e Transient Room Tax Fund

Linn Co. -0-
State -0-
Deschutes -0-
Douglas -0-
Benton -0-
Lane $250,000

How much is your Capital Budget

Linn Co. -0-

State -0- (Lottery funds used for Cap Projects)

Deschutes $44,000 (part of $3 Mil Operating Budget)

Douglas $25-50,000 (larger projects come from contingency fund
approved by CC)

Benton Varies year to year

Lane $650,000



ATTACHMENT D
THE BOARD OF COUNTY COMMISSIONERS, LANE COUNTY, OREGON

ORDER NO. 02-1-9-4 IN THE MATTER OF DEDICATING $890,500 IN
PROCEEDS FROM THE REFINANCING OF THE 1998
FAIRGROUNDS MUNICIPAL LOAN AGREEMENT TO
THE DRY WEATHER FLOW TO CITY SANITARY
SEWER/INTERCEPT PROJECT AND OTHER CAPITAL
IMPROVEMENTS AT THE LANE COUNTY
FAIRGROUNDS AND APPROVING THE USE OF
UNDEDICATED TRANSIENT ROOM TAX FUNDS FOR
CAPITAL IMPROVEMENTS AT THE LANE COUNTY
FAIRGROUNDS

Tt g St St St Nt gt Sy e “em’

WHEREAS, the Lane County Fair Board and the Board of County Commissioners have
a long term business partnership that does not require an operating subsidy of Fairground
operations and is evidenced by the Fairgrounds Business Plan, Mastier Plan and Capital
Improvements Plan, and

WHEREAS, the Board of County Commissioners authorized the refinancing of the 1998
Municipal Loan Agreement for improvements to the Lane County Fairgrounds under the
authority of ORS 271.390 and ORS 287.053, in Board Order 02-01-08-03, and

WHEREAS, the Lane County Fair Board has demonstrated the need to construct the
Lane County Fairgrounds Dry Weather Flow to City Sanitary Sewer/intercept Project prior to the
2002 Lane County Fair, and

WHEREAS, the Board of County Commissioners and Lane County Fair Board have
concluded that the use of proceeds from the refinancing of the 1998 Municipal Loan Agreement
in an amount equal to the reserves for the 1998 Municipal Loan Agreement, i.e., $890,500, is
necessary to construct the Lane County Dry Weather Flow to City Sanitary Sewerllnteroept
Project prior io the 2002 Lane County Fair, and

WHEREAS, the Board of County Commissioners has approved the use of undedicated
transient room tax funds for capital improvements at the Lane County Fairgrounds on April 8,
1998, in Board Order 98-4-8-4 and again on December 2, 1998, in Board Order 98-12-2-3, and

WHEREAS, the Board of County Commissioners finds that dedicating $890,500 of the
proceeds from the refinancing of the 1998 Fairgrounds Municipal Loan Agreement to the Lane
County Fairgrounds Dry Weather Flow to City Sanitary Sewer/Intercept Project and approving
the use of undedicated transient room tax funds for capital improvements at the Lane County
Fairgrounds would be in the best interests of the citizens of Lane County, and

WHEREAS, according to Lane Code 4.175(5), any amounts derived from the Transient
Room Tax imposed by LC 4.110(1) for capital debt retirements that are in excess of annual debt
service shall be used for future capital projects or as directed by the Board of County
Commissioners through the annual budget process,

NOW THEREFORE, IT IS HEREBY ORDERED, that the Board of County
Commissioners dedicates $890,500 of the new proceeds from the refinancing of the 1998
Fairgrounds Municipal Loan Agreement exclusively to the Lane County Fairgrounds Dry



Weather Flow to City Sanitary Sewer/intercept Project as described in Exhibit A to this Order
and other capital improvements at the Lane County Fairgrounds; and it is

FURTHER ORDERED that it is the Board of County Commissioners’ intent that any
excess transient room tax revenues, as provided by Lane Code 4.175(5) and as determined by
the Department of Management Services, be made available for transfer to the Fair Board for
capital improvements for a period not to exceed five fiscal years, i.e., beginning at the time of
refinancing the 1998 debt (approximately February, 2002) and ending June 30, 2007, to be
used for capital projects pursuant to the Fairgrounds Capita! Improvements Plan; and itis

FURTHER ORDERED that the Board of County Commissioners intends to conduct a
review of any excess Transient Room Tax revenues in the fourth year (FY 05-06) following the
refinancing of the 1998 Debt; and it is

FURTHER ORDERED that Board Order 98-4-8-4 and Board Order 98-12-2-3 are hereby
rescinded.

Dated this Sth day of January 2002.

Bill Dwyer, Chair
BOARD OF COUNTY COMMISSIONERS

APPRCMVTT AT TO FORM

pate_t = 1 = 2602 jangcounty
ORFICE OF LEGAL COUNSEL




Lane County Fair Board : .
Financial Measures

ATTACHMENT E
Quarter 1 Quarter 2 ~ Quarterd u

FYo1

Total Cash 1,379,379 159,471 296,286 231,384

Capital Funds 1,131,598 40,821 73,870 147,396

Operating Cash 247,780 118,650 222,416 83,988
Fy o2

Total Cash 207,979 303,743 185,844 189,128

Capital Funds 13,024 100,088 55,294 50,000

Operating Cash 184,955 203,654 (1) 130,550 (2) 149,128
FY 03 .

Total Cash 389,859 187,879 158,363 129,720

Capital Funds 215,782 21,411 9,847 31,163

Operating Cash 174,077 166,468 148,516 98,657 (3)
FY 04 .

Total Cash 235,061 220,272 222,056 194,411

Capital Funds 131,038 175,032 174,547 74,116

Operating Cash 104,023 45,240 (4) 47 509 (5) 120,205
FY 05

Total Cash 238,854 324,746 303,461

Capital Funds 144,384 144,830 149,831

peﬁngash 7 153,630

“FY 05 - T 04470 179,916 " 153,630

FyY o1
Deferred Revenue 118,766 118,977 218,463 218,343
Op.Cash as % of 209% 99% 136% 39%
Def. Rev.
FY 02
Deferred Revenue 91,827 151,556 214,262 303,452
Op.Cash as % of 212% 134% 61% " 49%
Def. Rev.
FY 03
Deferred Revenue 133,241 250,391 . 159,385 250,879
Op.Cash as % of 131% 66% 93% 39%
Def. Rev,
FY 04 .
Deferred Revenue 133,512 167,323 71,394 282,152
Op.Cash as % of 78% 27% 67% 43%
Def. Rev.
FY 05
Deferred Revenue 99,750 120,230 176,363
Op.Cash as % of 95% 150% 87%
Def. Rev.

(1) FY 02 Second Quarter Cash includes $200,000 from Operating Line of Credit
(2) FY 02 Third Quarter Cash includes $40,000 from Operating Line of Credit

(3) FY 03 Fourth Quarter Cash includes $65,000 from Operating Line of Credit
(4) FY 04 Second Quarter Cash includes $45,000 from Operating Line of Credit
(5) FY 04 Third Quarter Cash includes $80,000 from Operating Line of Credit



Lane County Fair Board

Financial Measures

FY 01

Total Revenue 2,127,368 2,681,099 3,449,662 3,997,686

Total Expense 1,927,667 2,707,575 3,449,916 4,120,971

Net Profit/Loss 199,701 (26,476) {254) (123,085)
FY 02

Total Revenue 2,131,540 2,757,896 3,571,974 4,166,413

Total Expense 1,861,470 2625477 3,357,544 4,126,024

Net Profit/Loss 270,070 132,419 214,430 40,389
FY 03

Total Revenue 2,100,648 2,654,338 3423117 3,821,455

Total Expense 1,740,746 2,405,834 3,152,503 3,822,083

Net Profit/Loss 359,902 248 504 270,614 (608)
FY 04

Total Revenue 1,990,831 2,482 455 3,182,052 3,600,773

Total Expense 1,788,554 2,422 283 3,087,513 3,675,928

Net Profit/Loss 202,277 60,172 94 539 {75,155)
FY 05

Total Revenue 2,000,170 2,509,393 3,141,719

Total Expense 1,931,461 2584213 3,325,225

Net ProfitLoss 68,709 (74,820) (183,505)

FY 01
Current Liquid Assets 442 138 299,934 368,307 240,225
Current Liquid Liabilities 371,913 320,266 354,064 444 666
Net Working Capital 70,225 {29,332) 14,243 (104,441)
FY 02
Current Liquid Assets 337,861 304,737 239,160 188,370
Current Liquid Liabilities 342,622 607,344 286,282 285,144
Net Working Capital (4,761) (302,607) (47,122) (96,774)
FY 03
Current Liquid Assets 322,833 312,622 297,150 168,349
Current Liguid Liabilities 270,708 263,165 175,683 393,211
‘Net Working Capital 52,125 49,457 121,467 {234,862)
FY 04
Current Liquid Assets 334,465 294,510 295,081 263,149
Current Liquid Liabilities 290,628 337,738 345,379 350,208
Net Working Capital 43,837 (43,228) (50,298) {87,060)
FYO05
Current Liguid Assets 414,195 371,667 348,711
Current Liguid Liabilities , 420,688 402,733 424,564

Net Working Capital

T

Fr o2 - 200,000 40,000 -
Fyo3 - - - 65,000
FY 04 134,000 45,000 85,000 125,000

FY 05 - - -



ATTACHMENT F
FUND-TYPE CHANGE

Under governmental accounting principles and practices issued by the
Governmental Accounting Standards Board, governmeni-type functions can be
classified among several fund-types. The Fair Board has been classified as an
Enterprise Fund. The accounting for this fund-type is full-accrual, the same
accounting used by for-profit businesses. Emphasis is placed on recovering all
costs with charges for services and maintaining the asset base used to supply
the service. The transfer of resources such as the Excess Transient Room Tax
is not accounted for as “operating revenue” in the computation of operating
income (loss), but instead is reported below the line in the computation of
“change in net assets”.

In the past, this was probably the appropriate fund-type for the Fair Board; but,
given the current revenue/expense structure, this is no longer viable. If the
financial forecasts are valid, the Fair Board will be in a continuous operating loss
situation; and, Management Letter citations are likely to be a routine occurrence.
Unfortunately, the Fair Board has no ability to rectify this situation in the "big
picture” scheme as the “leverage points” such as benefits control are beyond its
authority.

NOTE: This is not a recommendation of County Finance or the Fair Board.

In discussions with County Finance, it would appear that an alternative fund-type
under the circumstances would be a “sub-fund” or “management fund” of the
General Fund. The Fair Board management fund would collapse with the
General Fund for financial reporting and budgetary purposes. Under this
approach, although the transfer of Excess TRT would continue, from a reporting
and budgetary perspective the transfer from the Special Revenue & Services
Fund would net against the transfer in the Fair Board Management Fund. The
separate set of financials for the Fair Board would no longer be presented and
instead that activity would we contained within the General Fund financial
statements.

For example, at the City of Eugene, the Cultural Services Division is a sub-fund
of the General Fund. The Division operates the Hult Center and Cuthbert
Amphitheater; and, it receives all of the City TRT revenue (approximately $1.25
million) in addition to venue generated revenue. At its inception in 1981, the Hult
Center was classified as an Enterprise Fund; but, by 1985 it became very clear
that it was not self-supporting and was moved to the City's General Fund.
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DATE: April 28, 2005
TO: Board of County Commissioners
FROM: Fair Board

SUBJECT  Addendum to April 22, 2005 Memorandum
EXCESS TRANSIENT ROOM TAX RECOMMENDATION

INTRODUCTION;

At its April 26, 2005 Regular Meeting, the Fair Board had an extensive discussion of the
Board finances and the issues it faces and strategies it is implementing. Excess Transient
Room Tax is the only currently available resource that can facilitate the achievement of
financial stability. Excess TRT is presently allocated by the Commission as a fixed
dollar amount to the Fair Board’s Operating and Capital Budgets, which does not provide
flexibility during the fiscal year to make allocation adjustments as circumstances dictate
without going through a formal Board Order process.

The Fair Board adopted the following recommmendation to the Commission on the use and
allocation of the Excess TRT:
Move that the Board of County Commissioners allocate to the Fair Board Excess
TRT as per current practice and allow the Fair Board the flexibility to move these
resources between Capital and Operating in conformity with stated financial
objectives and strategies and as current circumstances dictate.
The authority will be reviewed each year in the annual budget process and at scheduled
Joint Meetings of the Commission and Fair Board; and, it must be renewed each year
through the annual budget adoption process. Granting of this authority will provide the
Board with the management flexibility to respond to issues and opportunities in a timely
manner.

BACKGROUND:

There is a history of Commission action in allocating Excess TRT to the Fair Board,
including Board Orders:

» #02-1-9-4 — Allocated Excess TRT to the Fair Board initially for Capital
including equipment, capital projects and debt service on capital projects or
equipment purchases; five-year authorization, expiring in FY07.

» #03-06-08-1 — Authorized the repayment of the Planetarium Loan and the
establishment of a Fair “Rainy Day” Reserve out of Excess TRT.

» #4-6-16-7 — Authorized up to $250,000 in Excess TRT to establish a Cash
Reserve and to cover the Operating Deficit as a result of employee benefit costs
and a Planetarium Loan payment using Excess TRT.

As evidenced by the series of Board Orders, the use of Excess TRT has broadened and
encompasses the entire scope of the Fair Board Budget. The Fair Board, over the nearly



four years that the Excess TRT authorization has been in effect, has fully complied with
the direction and parameters established by the Commission.

As discussed in the background material covered by the memorandum dated April 22,
2005, the Fair Board finances continue to be problematic. The Fair Board has as its
overarching goal financial stability. As much as the Fair Board has endeavored over the
years to narrow or eliminate the “gap” between revenues and expenses, the basic
financial environment and expense structure (employee benefits, Animal Disease
Workplan, underwriting 4H/FFA Youth Fair, etc.) precludes complete success. Thus, in
order to continue as a viable public sector entity, it appears a greater amount of Excess
TRT is needed in the Operating Budget. On the other hand, there is an endless list of
Capital requirements as evidenced by the Fair Board’s Adopted FY06-11 Excess
TRT/Capital Improvement Plan.

It comes down to a balancing act between “keeping the doors open” and capital
requirements to replace equipment and maintain or rehabilitate infrastructure. With
limited resources, neither gets fully funded; and, yet, neither can be “shorted” due to the
symbiotic relationship between operating and capital.

The Fair Board is clearly committed to the following financial strategies and these must
be achieved to meet the goal of financial stability:
¢ Payoff Planetarium Loan
o Status — Borrowed $290,000; paid-to-date $230,000; final payment in
FYO06
+ Establish $500,000 Cash Reserve
o Status — Funded $182,535 in FY05; scheduled additions of $125,000 in
FY06, FY07 and FY08; may need to lengthen funding by a year as a result
of FY05 actuals.
% Internal Debt Service
o Status — On-time payment of debt service on EWEB Energy Conservation
loans, bank-financed Ice cutting machine purchase and City Systems
Development Charges.
PERS Pension Obligation Bond Payable
o Status — This Payable increases each year as the payment is deferred;
Board strategy is to begin payment in FY09 or earlier if feasiblie.
¢+ Capital Improvement Plan
o Status ~ Completed major capital projects such as the Summer Stormwater
Collection System and reroofing of the Events Center and Expo Halls;
equipment purchases such as chairs for the Events Center, additional
electrical power to parking area for Fair and other parking lot events and
replacement of trash compactor; and, improvement to the facilities such as
installation of a WiFi System for client use and irrigation systems for
landscaping.

L X4



The Board has demonstrated a consistent level of discipline in achieving its objectives
and conservative financial management over the years. The Planetarium Loan,
authorized by Board Order #00-12-13-3, is a demonstrative example of the discipline and
conservatism exhibited by the Fair Board. First, the Commission authorized up to
$330,000 as the loan authority; but, the Fair Board only borrowed what it needed,
$290,000. Second, the Board Order which authorized this loan specified repayment over
five years; but, the Fair Board will, in fact, pay this loan off in three years!

In summary, over the past four year period the Commission has broadened the authorized
uses of the Excess TRT and basically recognized the necessity to “shore up” the Board’s
Operating Budget. The Fair Board, in turn, has met or exceeded every requirement
imposed by the Commission.

RECOMMENDATION:

Direct Fair Board to process this recommendation through the Budget Committee and
direct County Counsel to prepare a Board Order encompassing this recommendation for
the FY06 Budget Adoption process.





