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METROPOLITAN KING COUNTY COUNCIL

NATURAL RESOURCES, PARKS & OPEN SPACE COMMITTEE

	AGENDA ITEM:
	5
	DATE:
	June 5, 2003

	PROPOSED NO.:
	2003-B0101
	PREPARED BY:
	Mike Reed


SUBJECT:  
Report and Recommendations on governance of the King County Fairgrounds, pursuant to requirement of the Parks Omnibus legislation (Ordinance 14509)

BACKGROUND:

During discussion of the Parks Omnibus legislation in 2002, concern emerged about the direction and governance of the King County Fairgrounds; more specifically, in the context of a system-wide discussion about strategic direction of the parks system, question was raised as to whether the Fairgrounds were achieving their potential, with regards to revenue generation, fiscal accountability and reporting, marketing, and the potential of the Fairgrounds to support year-round activities.  Related to those issues, the question of whether the existing governance structure is the most effective means of managing the Fairgrounds was raised.  Specifically, the Parks Omnibus language provides as follows:

“The director of natural resources and parks shall file with the clerk of the council by April 30, 2003, fifteen copies of a comprehensive review of potential alternative organizational and governance models for the King County fairgrounds, including, but not limited to, structural alternatives such as formation of a 501(c)(3) organization, a public development authority and contracting out management and operation of the facility to a third party, through a competitive bid process.  In developing a recommendation for a model, the director shall consider the following:


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.”

According to KCC 2.32.040, the King County Fair Board is currently appointed as follows:  
	Number of members
	Representing
	Selected by
	Ex Officio
	term

	13
	Council District
	County Exec, based on Councilmember nominee(s)
	
	3 years

	1
	
	
	Director, King Co Extension Service or designee
	Code silent

	1
	
	Members, King Co 4-H leader’s council
	
	Code silent

	2 (nonvoting youth members)
	
	Agriculture teachers from Future Farmers of America members; 1 selected by King Co extension agent from 4-H membership
	
	Code silent

	1
	City of Enumclaw
	Appointed by Enumclaw Mayor, confirmed by City Council
	
	Code silent


Among the functions of the Fair Board, as provided in the ordinance, are the following:
· Provide recommendations, advise and assist in planning and conduct of the Fair
· Function as point of interface between county, citizens and key groups;

· Participate in fair activities, especially youth and agriculture activities

· Serve as liaison between participating groups and officials;

· Communicate directly with County Executive, Council, and DNRP Director.
RECENT HISTORY OF REVIEW
The King County Fair has been the subject of several reviews and audits in recent years, including the following:

· 1996 ‘Financial and Contract Management Audit’:  Found that the Fair’s community service need to be balanced with ability to enhance its revenue making potential; and that the high ratio (about 75%) of free admissions and similar discounts detract from revenue-making potential; it also highlighted concern about contract management procedures and operational internal controls.

· 1998 “Focus on the Future” Business/Marketing Plan:  Recommended the following Key Result Objectives:
· Establish a strong King County Fair identity, an increased patron base, and fiscal stability

· Increase interim event revenue

· Increase community visibility

· Reorganize management structure and financial accounting model to encourage maximum efficiency and growth

· 2001 “Site Development Plan Report”, in response to the Business/Marketing Plan, which indicates that “the site is a potentially suitable venue for a number of public and private events.  Unfortunately, the site has not lived up to its potential.  This performance has been attributed to a number of factors, including a perception that the Fairgrounds is too remote from urban centers and that the existing facilities do not meet market needs.”
The current review was brought about by several factors, including the following:

· The perception that there has been continuing pattern whereby the potential of the Fair Board to contribute more fully to the success of the Fair has not been fully realized; this is most specifically evidenced by the continuing vacancies on the Board, but also by the sense that attendance and commitment issues have constrained the potential for success;

· The strong mandate from the Council for Parks to operate in a more entrepreneurial, businesslike fashion; for the Fair, this translates to an expectation that the Fairgrounds—and not just the Fair itself—achieve a revenue return of 100% of operating costs; there has been a sense that the potential for achieving such returns was there, but such potential has not been realized;

· A perception that issues of fiscal reporting, and marketing of the fair, have not lived up to potential.
Because these issues were highlighted at a time when there appeared to be concerns with the Fair Board, the Parks Omnibus legislation approved by the Council in 2002, included the above-referenced language, which sought alternative organization/governance mechanisms that could effectively address these concerns. 
OBSTACLES OF THE OPERATING ENVIRONMENT OF THE FAIRGROUNDS

The issues outlined above exist in a complex environment in which to operate a county fair dedicated to preserving the agricultural heritage of the county.  Key elements of that environment are as follows:

· The physical location of the Fairgrounds, some distance from major urban centers which could provide attendees, and serviced by roads which are limited in their capacity;
· The placement of a Fair Board within an operating county agency which is responsible for management of programs and services within its jurisdiction, including the Fair.  With a Fair Board so placed, questions may arise as to policy authority, direction, and the meaningfulness of the role of such a board; more specifically, where does the line between policy responsibility and advisory function fall in such an operating environment?  Three potential outcomes may emerge:

· The Board may play a strong role, bordering on policy direction; in such case, where the Board perceives itself to have a critical role, the commitment and involvement may increase, but the policy role of the Division may be usurped;
· The Board may play a lesser policy role, offering advice that is often not accepted; if such a pattern develops, board members may become discouraged and conclude that their role is less meaningful than they would like, and become less active;

· The Division, which has line policy responsibility, may defer the bulk of that responsibility to the Board; if the Board, either through lack of attendance, vacancies, lack of tenure, or interboard conflict, plays a lesser role in those circumstances, the policy function may fall largely to the Fair manager, with limited oversight.                                                                                                                                   

The give and take of board/manager/Division relations, the personalities involved, issues of the day, and other factors may push the advisory/policy function of the respective parties in one direction or the other over time.

· The increasing urbanization of the county may create a civic environment in which lesser proportions of the population are familiar with, or interested in, the historic family farm character of the rural area, and are thus less likely to participate as customers for the Fair.  In the “County Fair:  Financial and Contract Audit” prepared in 1995 by the County Auditor’s Office, a tabular comparison (pp. 5) illustrated that fairs in Spokane County, Clark County and Whatcom County, each generated revenue in excess of expenditures (1993 figures); the Evergreen State Fair in Monroe, and the King County Fair, were reported as experiencing operating losses.  King County is, by far, the most urbanized of these locations.  The Evergreen State Fair has since been operating with positive net returns, according to a spokesperson, while the King County Fair, though close, does not operate in the positive.  The issue raised by this information leads to the question of whether the residents of a largely urbanized county place significant value on a civic celebration centered around the county’s agricultural heritage, sufficient  to motivate them to attend the Fair.  It has been estimated that 81% of the county’s residents have never attended the Fair.    

· Competition for the leisure time and leisure dollar of regional residents is extensive; residents can choose from a variety of events and activities held close-in, including civic celebrations like  Bumbershoot held at the Seattle Center; various summer concerts at close-in venues around the region; agriculture-related venues like the Pike Place Farmers’ Market or various community farmers markets, and similar events.  Additionally, the White River Amphitheater will begin offering concert events in a location not far from the fair, designed for such events.  The ability to attract urban residents to a distant venue in light of high-profile, close-in offerings raises another challenge to the success of the Fair.  
· The need to broaden the mandate of the management of the Fair to incorporate the Fairgrounds on a full-year basis has emerged as an important issue in various reports and recommendations.  The current code, KCC 2.32.040 makes frequent reference to the conduct of the Fair, but little or no reference to opportunities or responsibilities related to the Fairgrounds beyond the period of the Fair itself.
RESPONSE OF THE PARKS AND RECREATION DIVISION

The Parks Division has prepared a response to the requirement of Ordinance 14509, by means of a review entitled “King County Fairgrounds Study:  Review of Potential Organizational and Governance Models”.  

The study notes the four concerns addressed by Ordinance 14509—fiscal tracking; marketing; full-year revenue generation; and full cost recovery—and adds a fifth—the ability to meet the Fairgrounds mission.  The mission addresses presenting the Fair, preserving the county’s agricultural heritage, year-round quality entertainment, educational events, and cooperation with Enumclaw.  
The Division analyzed a number of organizational structures, according to the report, including 

· Non-profit corporation

· Public Development Authority

· Public Facilities District

· Contracting out to commercial entities

· Current structure, with modification

In the report’s “Review of Alternative Governance Models”, the Division reviews the advantages and disadvantages of various organizational structures, such as non profit organizations, public development authority structure, and contracting out the management of the Fair.  In each case, the report indicates that little advantage or disadvantage is associated with any of the alternative structural models with specific regards to the criteria identified in the study mandate—that is, effectiveness of accounting and fiscal tracking procedures, marketing, revenue-generating activities over the entire year, or the achievement of full cost recovery, except that, it is indicated that contracting out could result in increased revenue generation, though at the cost of displacement of traditional fair events.

In broad terms, the Division recommended that the County maintain the Fairgrounds as part of the County ownership and operation within the Parks and Recreation Division.  The report recommends the transition of the Fair Advisory Board into a non-profit “Friends of the Fairgrounds” organization to facilitate fundraising opportunities and a year-round focus, and that the size of the advisory board be reduced from twenty-one members to eleven members, and that those eleven members represent specified areas of skill or interest.
One question raised by the recommendations of the report is the extent to which an organizational structure which has greater independence, and greater responsibility for the success of the Fair, can more effectively insulate the county’s current expense fund from shortfalls in Fair revenue generation.  Under the current structure, where revenues fall short of expenses, the Parks Division budget recommends allocation of needed funding through the county’s budgeting process; the presence of a means of addressing budget shortfalls, it can be argued, has allowed the Fair to avoid decisions which, though difficult, might result in a positive revenue picture.  Under a structure which more effectively insulates the county budget from shortfalls experienced by the Fair, there may be a greater likelihood that certain traditional money-losing practices be curtailed, that more aggressive financial management mechanisms be put in place, that less extensive discounting of tickets and vendor space be practiced.  While it is true, as indicated in the report, that fiscal tracking and reporting, marketing, year-round service focus, and more aggressive revenue generation can occur effectively under any of the alternative structural arrangements identified, it may also be true that the consequences for failure to implement such systems—and thus the motivation to manage more aggressively--can be greater under systems that insulate county dollars from Fair operations, than under systems which do not provide such insulation.  
The choice to build in such separation, however, implies that the county is willing to accept the consequences of shortfalls.  Such consequences could include the reduction or elimination of features of the Fair which may not be self-supporting, but are popular; reduction in the ability of the Fair to achieve the mission of celebration of the county’s farm heritage; or similar outcomes.  The policy choice that emerges from this issue is, “Does the county choose to support the elements of the Fair which are important to supporters and have traditionally distinguished the Fair, but which may not return revenue equal to costs?”
Another issue that emerges from the recommendations of the report has to do with the relative authority of the Division and the Board.  The report indicates, as noted, that the presence of effective fiscal tracking, marketing, and revenue generation systems are largely independent of the governing structure of the Fair; they can be either weak or strong under various structures.  Under the current structure, the Division has line authority for Fair operations, according to the King County code.  If those various systems have, in fact, not performed to potential, then the responsibility seems to fall to the Division.  As noted above, the circumstance may prevail where the Division tends to defer to the Board, in an attempt to encourage board empowerment; and strong operational systems may suffer.  

If this is in fact the case, the recommendation of the report to revise the membership of the board may deserve close scrutiny.  In order to address weaknesses in fiscal accounting, tracking and reporting, as well as marketing, a stronger hand of the Division, which has professional fiscal management in place—rather than a more removed role, may be called for.  The placement of persons technically qualified in accounting principals, marketing and advertising, and similar management functions, may tend to buttress the role of the Board, at the expense of the authority of the Division.  This is particularly noteworthy in light of the new mandate of the Division to conduct itself in a more entrepreneurial and businesslike fashion, and the retention of staffing and development of systems to accomplish that focus.
Production and delivery of the full report occurred with very limited time for staff review and analysis prior to preparation of materials for committee packets.  There are a number of significant policy recommendations, some of which may require revisions of the county code to implement.  It is recommended that the Committee receive the report of the Parks Division on this issue, but hold any action on this item for a subsequent meeting.
INVITED

Bob Burns, Director, Parks and Recreation Division, Department of Natural Resources and Parks
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