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	Date:
	February 24, 2005


SUBJECT:  The King County Fairgrounds Business Plan
SUMMARY
The King County Fairgrounds Business Plan implements the management strategy of operating the Fairgrounds on a year-round basis with a reduced budget.  This strategy was selected as the most reasonable in comparison to the options of an eight-month closure of the Fairgrounds, private operation of the Fair and Fairgrounds, and transfer of the Fairgrounds to the City of Enumclaw.  The Fairgrounds Business Plan was produced in response to the Fairgrounds Governance legislation (Ordinance 14776) which established the goal of Fairgrounds self-sufficiency by 2006.  To date the Fairgrounds has been reliant upon a subsidy to cover the revenue gap in their operating budget.  In 2004, the Fairgrounds subsidy came to approximately $824,000.  The Fairgrounds Business Plan calls for a subsidy of approximately $395,000 in 2005 and $134,000 in 2006. 
BACKGROUND: 
During discussion of the Parks Omnibus legislation in 2002, concern emerged about the governance of the King County Fairgrounds and questions were raised as to whether the Fairgrounds was achieving its potential with regards to revenue generation, fiscal accountability and reporting, marketing, and the potential of the Fairgrounds to support year-round activities.  
The Parks Omnibus language (Ordinance 14509) provided that the director of the Department of Natural Resources and Parks perform a comprehensive review of potential alternative organizational and governance models for the King County Fairgrounds.  The governance model was to consider:
A.  The ability of the alternative to support effective accounting and fiscal tracking procedures for revenues and expenditures associated with fairground operations;

B.  The ability of the alternative to effectively market the features and facilities of the fairgrounds;

C.  The ability of the alternative to extend the revenue-producing activities of the fairgrounds over the entire year; and 

D.  The ability of the alternative to support services that achieve full cost recovery.”

The Parks Division then prepared and presented a response in a report entitled “King County Fairgrounds Study:  Review of Potential Organizational and Governance Models” (Ordinance 14776).  The study addressed the four concerns highlighted in Ordinance 14509; fiscal tracking; marketing; full-year revenue generation; and full cost recovery; and included the ability to meet the Fairgrounds goals and objectives as found in Attachment 2.
The Division reviewed the advantages and disadvantages of various organizational structures, such as non-profit organizations, public development authority structures, and contracting out the management of the Fair and ultimately recommended that the County maintain the Fairgrounds as part of the County ownership and operation within the Parks and Recreation Division.  
Ordinance 14776 dissolved the existing Fair Advisory Board and called for the formation of the Fairgrounds Advisory Board with responsibilities in alignment with the new focus on the Fairgrounds operations as a whole.  The Fairgrounds Advisory Board now has six appointed and confirmed members and this committee is expected to consider an additional two appointees on February 24.
The Parks and Recreation Division and the new Fairgrounds Advisory Board were to work together to produce the King County Fairgrounds Business Plan in accordance with the language of Ordinance 14776: 

B.
1.  It is the further intent of the council that the fairgrounds board and the parks and recreation division give particular attention to the following elements of fairground operations:

a.  the development and enhancement of revenue-generating events and activities at the fairgrounds over the entire year;

b.  the generation of revenue from the activities and events of the fair and the fairgrounds, such that the goal is to have a fair and fairgrounds that are self-supporting by 2006;

c.  the utilization of transparent, accurate and effective accounting and fiscal tracking mechanisms, that are consistent with generally accepted accounting principals, in the operation of the fair and fairgrounds; and

d.  the energetic and effective marketing of the fair and fairgrounds, as a means of maximizing the awareness and participation of the regional community in the events and activities of the fair and fairgrounds.

The parks and recreation division shall report to the council by September 15 of each year on progress on each of the elements in subsection B.1. of this section.  This report shall include a copy of all recommendations and reports forwarded by the fairgrounds board to the fairgrounds manager and the manager of the parks and recreation division, including any policies or recommendations that have not been incorporated into fairground operations.
ANALYSIS: 
The Fairgrounds Business Plan is a report card on implementation of these recommendations and requirements of the Parks Omnibus and Fairgrounds Governance legislation.  It was transmitted after the requested September 15th date due to the delay in appointment of Fairgrounds Advisory Board members.  The first set of Fairgrounds Advisory Board members were confirmed in September, 2004.  Though the Board was made up of only four official members at the time, they were able to begin the process of developing a Fairgrounds Business Plan with the Parks and Recreation Division.
Year-Round Revenue Generating Events - In an effort to meet the goal of full cost recovery, the Fairgrounds Advisory Board recommended operating the Fairgrounds on a year-round basis with a reduced budget.  This recommendation is supported and implemented in the Business Plan.  This means the Fairgrounds would be staffed on an “as rented” basis at full cost recovery during the four slowest fall and winter months when historically there have been fewer activities and the revenue to expenditure ratio is disadvantageous.  
In 2005, the Division looks to increase revenues through events such as equestrian and dog shows, antique shows and swap meets, local community group activities and harvest support services.   A schedule of the Fairgrounds events posted on the web for 2005 can be found in Attachment 2.  Activities are currently booked from the beginning of June to the end of September.  In addition, Parks staff have indicated that the Fairgrounds is becoming a popular wedding site with bookings quickly filling up for September.
Of special note on the schedule are the Scottish Highland Games and the Olympic Kennel Club dog show which are returning to the Fairgrounds in 2005.  These two events were the Fairgrounds second and third biggest revenue generating events of 2004 with a total of $67,100 in gross revenue.  The actual Fair generated $507,083 in gross revenue in 2004.
In the Business Plan the Board and the Division expressed interest in offering harvesting services at the Fairgrounds site through rental of a portable commercial kitchen during the fall harvest months.  Further research to determine the demand for these services and the revenue generating potential of these activities are being analyzed by Division staff.
The Business Plan appears to be making progress towards the requirement of addressing “the development and enhancement of revenue-generating events and activities at the fairgrounds over the entire year.”  The Business Plan recommends continuing to hold activities at the Fairgrounds in the off-season, with the caveat that those activities pay in full for the cost of providing the facilities and services.  Thus far, year-round activities and events have not provided enough revenue to cover the Fairgrounds expenses in the off-season.
Self-Supporting by 2006 – While end-of year closing information is still being accounted for, the subsidy for 2004 is expected to be approximately $824,079.  Of that amount, the Fair accounts for 45% of the subsidy and other Fairground activity accounts for 55% of the subsidy.  The Parks Levy, approved by voters in 2003, anticipated a 2004 subsidy of $600,000 for the Fairgrounds.   The higher-than-anticipated subsidy is cause for some concern. 

The Parks Levy was to provide temporary funding allowing the Fairgrounds to become self-sufficient by January 1, 2006 (in accordance with Ordinance 14776). The Fairgrounds dependence on the Parks Levy subsidy at a rate of 37% greater than was anticipated has led the Parks Division to reduce its other annual enhanced maintenance projects to make up the difference.  Therefore, the gap between Fairground expenditures and revenue has detracted from the Division’s ability to pursue other Parks Levy objectives.  

As can be seen in the table below, the Fairgrounds Business Plan is not in alignment with the goal of self-sufficiency by 2006.  Instead it projects an on-going need for a subsidy of $134,000 in 2006 despite the many efforts of the Division to reduce expenditures and increase revenues at the Fairgrounds. This may be considered an aggressive target considering the recent history of the Fairgrounds and the ongoing challenges to making the venue self-supporting.

	Business Plan
	2004
	2005
	2006

	Fairgrounds Subsidy
	$824,079
	$395,000
	$134,000


Accounting and Fiscal Tracking – In 2002, the Fairgrounds implemented extended use of the of the Class Solutions software program.  This program tracks rates, fees, rentals and bookings for each activity at the Fairgrounds.  In 2004 the Fairgrounds expanded on the use of Class Solutions to track Fair booth activities.  The Fairgrounds revenues and expenses are tracked in the county’s ARMS software system and the Fairgrounds manager keeps an up-to-date backup of anticipated and actual revenues and expenses in Excel.  These software packages and tracking practices are aligned with Generally Accepted Accounting Principles (GAAP) requirements of revenue and expenditure tracking. Furthermore, all Fairground expenditures must be approved in advance by the Fairgrounds manager and are tracked on a monthly basis.  The Fairgrounds has a new interim manager with an extensive background in fiscal management with the Parks and Recreation Division.
Monthly financial tracking of revenues and expenditures at the Fairgrounds has highlighted the vast discrepancy between expenditures and revenues during the off-season.  For example, in January 2004 Fairgrounds revenues were $705 while expenditures were $41,154.  However, it should be noted that revenues tend to be paid after expenses have occurred so month to month comparisons of expenditures and revenues would not provide an accurate assessment of the fiscal balances at the Fairgrounds.  Attachment A of the Fairgrounds Business Plan contains a record of monthly revenues and expenditures.

The Division appears to have met the directive to utilize transparent, accurate and effective accounting procedures at the Fairgrounds.
Energetic and Effective Marketing – Consistent with the Division’s broader emphasis on marketing and entrepreneurship, the Parks Division generated a considerable amount of publicity for the Fair in 2004 including “Cow Pie Bingo” at Westlake Center in Seattle.  In 2004, the Division spent $45,000 on media marketing but according to the Division the Fair actually generated $525,000 worth of “earned media” coverage.  Media outlets that provided coverage of the Fair and Fairgrounds can be found on page 14 of the Business Plan.   The Division appears to have met the directive to increase the marketing of the Fair and Fairgrounds. 

Ongoing Issues – The Parks Division appears to have made progress toward meeting the directives of; 1) development and enhancement of revenue-generating events and activities at the Fairgrounds over the entire year; 2) utilization of transparent, accurate and effective accounting and fiscal tracking mechanisms, that are consistent with generally accepted accounting principals, in the operation of the Fair and Fairgrounds; 3) energetic and effective marketing of the Fair and Fairgrounds, as a means of maximizing the awareness and participation of the regional community in the events and activities of the Fair and Fairgrounds.  The directive that remains an outstanding challenge is the generation of revenue and management of costs from the activities and events of the Fair and the Fairgrounds, such that the goal is to have a Fair and Fairgrounds that are self-supporting by 2006.

In spite of the efforts by the Parks Division to generate interest in the Fair throughout the region, a survey conducted at the Fair (by radio stations for media marketing purposes) indicated that the majority of Fair patrons are from the local community of Enumclaw.  This suggests that the greater King County community may not be attending the Fair or the Fairgrounds in significant numbers.  This may be attributed to the proximity of Fair, a commute of an hour and a half drive through back roads from downtown Seattle.  Other potential reasons for the lack of attendance at the Fair and Fairgrounds activities include the urbanization of the region, for which a rural harvest celebration may have less appeal, the timing of the Fair in mid July, when it competes with the height of the outdoor recreation season, the popularity of the Puyallup Fair and the vast supply of easily accessible entertainment venues within closer proximity to majority of the King County population.  
The City of Enumclaw has expressed interest in assuming ownership of the Fairgrounds, and transfer of the venue was an option the Fairgrounds Advisory Board presented to the Parks and Recreation Division.  This is an option, among many options the Division will evaluate over the upcoming year and potentially explore further in the next report to the Council in September 2005.
ATTACHMENTS:
1. Fairgrounds Business Plan with Transmittal Letter and Attachments dated January 4, 2005
2. Attachment 1. Fairgrounds Goals and Objectives
3. Attachment 2, 2005 Fairgrounds Schedule of Events
4. Attachment 3, King County Fair Revenue/Attendance/Expenditure Report
INVITED:
Suzanne Little, Director, Parks and Recreation Division

Grover Cleveland, Governmental Affairs Officer, Department of Natural Resources and Parks 

Sharon Roberts, Fairground Manager, Parks and Recreation Division
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