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This report presents t he result s of an Internal audit concerni ng the Fairgrounds & Exposition Park (the
Expo). The objectives of the audit were to determine If the Expo's governance and management
strategies adequately ensure that the Expo is oper<0ted without subsidy from the County General Fund,
and if the Expo's inte,.nal control processes adequatety en.sure that financial information i.s reliable;
actions and decisions are in compliance with policies, laws, regul ations and contracts; and operations

are performed in an effective, efficient and equitable manner. The audit was included in the fiscal year
2009· 10 and 2010-11 Annual Internal Audit Plans.
The report findi ngs were reviewed with the Audit Committee, as well as Dave Koellermeler, the current
Expo Director who was hired on June l, 2010. Mr. Koellermeler and Thad Keays, the current Expo
Fiscal Manager who was hired on August 9, 2010, a re actively addressing audit Issues. The audit
result s were also shared with the Fair Board, who is responsible for governing the Expo.
The lntemal Audit Program appreciates the cooperation and assist ance received from the Expo
throughout the course of the audit .

C: Audit Committee
Fair Board
O;;iva Koellermeier. Fairgrounds & Exposition Par k Director
Kenneth Kuhn s, & Co. Certified Public Accountan ts
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MANAGEMENT AND FAIR BOARD MEMBER CHANGES
OCCURRING PRIOR TO ISSUANCE OF THE AUDIT REPORT
_

___

Several management and Fair Board member changes occurred at the Fairgrounds & Exposition
Park (the Expo) prior to this audit report being issued. On April 1, 2010, after serving in the
position since September 1988, the Expo Director resigned to take a position with a county
fairground in California. A new Expo Director began employment on June 1, 2010. On June 4,
2010, after serving since September 2005, the Expo Fiscal Manager resigned to take a position
with another public employer. A new Expo Fiscal Manager began employment on August 9,
2010. In January 2011, the County Board of Commissioners appointed two new Fair Board
members to the seven member Board. The two outgoing members had served on the Fair
Board since 1988 and 1989.

This audit addresses conditions that were present prior to the management and Fair Board
member changes noted above.
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Executive Summary
_

___

Chapter One – Introduction and Background
This chapter provides information about the audit objectives and process, and background on the
Fairgrounds and Exposition Park (Expo).

_

___

Audit Authority
and Standards

We conducted our audit in accordance with Codified Ordinance 218
pertaining to the County Auditor, as well as Generally Accepted
Government Auditing Standards issued by the U.S. Government
Accountability Office. The audit was included in the fiscal year 2009-10
and fiscal year 2010-11 Internal Audit Plans.

Use of Consultant

We contracted with Road Management Associates, LLC (RMA) to review
the Expo’s rental rates, costing methodologies, direct and indirect costs,
fixed and variable costs, break-even points for Expo-produced events,
and revenue sources and general fund subsidies. RMA’s findings have
been incorporated into our report as appropriate, and the Executive
Summary is included as Appendix A. The full report including
recommendations was provided to the Expo.

Background

The mission of the Fairgrounds and Exposition Park (Expo) is to provide
social, cultural, recreational, agricultural, commercial, and educational
opportunities for the citizens of Jackson County. The Expo operates as an
Enterprise Fund which means it is expected to be self-supporting
primarily through user charges.
The Expo produces events such as the County Fair, Harvest Fair, Wild
Rogue Pro Rodeo, and Holiday Market. The Expo also provides facility
rentals to individuals or groups.

Staff Level
Reductions and
Changes in Key Staff

In February 2010 the Expo laid off an Accounting Clerk (0.75 FTE) and a
Maintenance Worker (1.0 FTE) due to financial issues. In April 2010, after
serving in the position since September 1988, the Expo Director resigned
to take a position with a county fairground in California. In June 2010,
after serving in the position since September 2005, the Fiscal Manager
resigned to take a position with another public employer. A new Expo
Director began employment in June 2010 and a new Fiscal Manager
began employment in August 2010.
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Audit
Objective,
Methodology
and Scope

The objectives of our audit were to determine if the Expo’s:
1. Governance and management strategies adequately ensure that the
Expo is operated without subsidy from the County General Fund as
specified in County Ordinance 265.
2. Internal control processes adequately ensure that:




Financial information is reliable;
Decisions and actions are in compliance with policies, laws,
regulations, and contracts; and
Operations are performed in an effective, efficient, and
equitable manner.

We focused our audit on the period of September 2005 through June
2010, but included other time frames and historical information as
deemed appropriate. Due to time constraints, we did not evaluate
facility use statistics or the effectiveness of capacity planning efforts. Our
methodology included, but was not limited to:








Governance and
Internal Control
Defined

Reviewing State laws, County Ordinances, and Board Orders
pertaining to the Expo;
Touring the Expo facilities;
Meeting with the former and current Expo Director, Fiscal
Manager, and staff;
Meeting with select members of the Fair Board;
Reviewing Fair Board applications for membership and Board
meeting minutes;
Reviewing the Expo information and reporting
documentation;
Reviewing consultants work (RMA); and
Preparing analysis and comparisons of data.

Governance is the combination of strategies and processes implemented
by the governing body to inform, direct, manage, and monitor the
activities of the organization toward the achievement of its objectives.
Internal control, sometimes referred to as management control, includes
the plan, policies, methods, and procedures adopted by management to
meet its missions, goals, and objectives.

____________________
Expo Executive Summary

________________

_____
Page iv

We gained an understanding of governance and internal control
processes by discussing the Expo’s procedures with the former Expo
Director, former Expo Fiscal Manager, Expo staff, and certain Fair Board
members.
Criteria

Criteria represent the laws, regulations, contracts, grant agreements,
standards, measures, expected performance, defined business practices,
and benchmarks against which performance is compared or evaluated.
Criteria identify the required or desired state or expectation with respect
to the program or operation.
Criteria for the audit consisted of, but were not limited to:

















Privileged &
Confidential
Information

1

ORS Chapter 565 – Fairs and Exhibits;
Jackson County Ordinance Chapter 211 – Fees;
Codified Ordinance of Jackson County Chapter 265 Fair Board;
Board Order 341-81 Adoption of the Jackson County Board of
Commissioners/Fair Board Operating Policies;
OMB Circular A-133 Audits of States, Local Governments and
Non-Profit Organizations;
The Expo Goals and Objectives as stated verbally and in the
County’s Budget Document;
Expo Job Descriptions;
Local Contract Review Board Rules;
Expo Checking Account Purpose and Use of Account (1991
memo);
County Policies;
Cost Control System for Jackson County by Moore Breithaupt
& Associates, Inc.;
Oregon Ethics Law;
Generally Accepted Accounting Principles;
Best Practices for Sound Internal Controls (COSO);
Government Finance Officers Association Cost Analysis and
Activity-Based Costing for Government Publication; and
Corporate Governance and the Board-What Works Best1

We omitted some items relating to personnel matters from the report for
confidentially reasons. The current Expo Director and certain members of
the Fair Board were provided with detailed information regarding these
issues.

Prepared by PricewaterhouseCoopers and sponsored by the Institute of Internal Auditors Research Foundation
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Chapter Two – Governance and Management Strategies
This chapter addresses governance and management strategies at the Expo, as well as issues relating
to the Expo’s ongoing reliance on County General Fund subsidies. This chapter also provides
recommendations for improvement and includes management’s response to the audit
recommendations.

_

___

Self Sufficiency – Over the course of several decades, those charged with governance and
daily management of the Expo have struggled to implement strategies that consistently
ensure that the Expo is operated without General Fund subsidy from Jackson County.
Under State law and County ordinance, a Fair Board is responsible for governing the County’s
Exposition Park and Fairgrounds. The Jackson County Fair Board is appointed by, and
accountable to, the County Board of Commissioners for the operation, finances, and general
condition of the County Fairgrounds and Exposition Park and its activities. The Jackson County
Fair Board currently consists of seven unpaid members who serve staggered, three year terms.
While the Fair Board is officially charged with governing the Expo, a Expo Director, hired by the
Fair Board, is responsible for the day-to-day management of the County Fairgrounds and
Exposition Park. A Fiscal Manager assists the Director in planning, organizing, and directing the
fiscal and administrative functions for the Expo.
By Ordinance, the goal of the Fair Board is to operate the facilities under its jurisdiction entirely
from revenues derived from such facilities and from funds otherwise dedicated by law to
County fair and fairground purposes, without subsidy from the County. The Expo has been
unable to consistently operate without subsidy from the County’s General Fund.
Historical Differences - The County’s and the Expo’s expectations for fiscal performance have
differed at times, leading to controversy and mistrust.
Historical information chronicles ongoing tension and disagreement between the County and
Expo officials. The following bullet points provide examples of the friction that has occurred
over the course of the last three decades:


In 1975 a proposed $2.3 million outlay for construction of a new County fairgrounds was
criticized, and the County Budget Committee chairman called the request totally
irresponsible. With the new facilities, the Expo hoped to be completely self-sustaining
for all events by 1982.



In 1977 when the Expo relocated to its current location, Fair Board members stated that
the County could not go wrong in investing in the new facility. They also said they felt
like they were under the gun from the County’s Budget Committee to make money and
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were consistently asked when they would be off the County dole. Soon after relocating,
the Expo asked the County’s Budget Committee to approve $400,000 for capital
improvements. The Budget Committee expressed their displeasure at the lack of
planning for the Expo Park and was concerned that this would not be the Expo’s last
funding request.


In 1986 and 1987 Internal Audit work found lax management practices and financial
irregularities at the Expo which generated many ensuing news articles. To address
financial management problems at the Expo, the County appointed four new Fair Board
members to serve on the five person Board.



Between 2003 and 2005, there was significant controversy surrounding the construction
of the Expo’s amphitheater and its ability to be profitable.



In June 2004, the Expo approached the County for a $1.7 million loan to finish the
amphitheater and was willing to forfeit their annual General Fund operating subsidy
from the County to obtain the loan. The Expo also told the County there would be a $3
facility fee on each ticket sold to repay the loan. On July 7, 2004, the County entered
into a $1.7 million grant agreement with the Friends of the Fair Foundation,2 as County
Counsel determined funds could not be loaned to the nonprofit agency.



On November 30, 2004, the Expo informed the County that Britt Festival officials, who
had a contract with the Expo to hold concerts, were opposed to a ticket surcharge that
would go toward repayment of the County’s contribution to the amphitheater. All three
County Commissioners expressed their displeasure at this news.



In the summer of 2005 the Expo anticipated that completion of the new amphitheater
would infuse cash and put the Expo in range of being financially independent from the
County. However, during the 2009 season the economy and changing concert dynamics
were cited as a cause for significantly reduced rental revenue from the amphitheater.



The most recent controversy between the County and the Expo was over a funding
request for $767,000 to construct a new restroom and shower facility and to improve
the Expo’s office space. Although there was consensus that the existing restrooms were
outdated, the County Budget Committee felt the request went far beyond what it was
expecting.



The Budget Committee subsequently approved $300,000 in the 2010-11 Capital Projects
budget for a new shower facility at the Expo but did not include the office remodel. The
Expo later asked the County Board of Commissioners to consider using these funds to
help cover a projected operating budget shortfall for the 2010-11 fiscal year.

2

The Friends of the Fair Foundation was incorporated in 1997 as a non-profit organization to seek private
donations to support various Expo projects and long-term goals, including construction of new projects such as the
amphitheater.
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Changing Conditions - Facility usage affects profitability levels and requires effective
management strategies to successfully address and overcome changing socioeconomic
conditions and other challenges.
By County Ordinance and State law, the Expo’s facilities are to be used to their fullest extent.
Over the years, changing socioeconomic conditions have affected facility usage. Although the
changes present challenges, it is the Expo’s responsibility to implement effective management
strategies and internal control processes that address and overcome negative impacts on
facility use and profitability levels. Internal control aspects are discussed in chapters 3 through
5 of the report.
Governing the Expo - State law and County Ordinance allowing a volunteer board to govern
the Expo hinders the County’s ability to hold the Expo accountable; however, the County
influences governance processes through its selection of Fair Board members.
State law mandates that in counties holding county fairs the county court of such county (Board
of Commissioners) must appoint a county Fair Board and that the Fair Board has exclusive
management of the fairgrounds and all other property owned, leased, used or controlled by the
county and devoted to the use of the county fair, and is entrusted and charged with the entire
business management and financial and other affairs of such fair. There have been various
interpretations of this law which have resulted in various governance and management
structures across Oregon’s counties. For instance, Jackson County’s governance and
management model for the Expo differs from the models used in Deschutes and Washington
counties.
Jackson County’s Ordinance authorizes the Fair Board to hire, terminate, direct, and otherwise
supervise the activities of an Exposition Park Manager (Expo Director). This arrangement has,
at times, been problematic because the Fair Board has not always held the Expo Director to the
same standards that the County Administrator expects from appointed Department Directors.
A contributing factor is that the Fair Board members are part-time volunteers who do not have
the same level of exposure to, or familiarity with, County policies as do the County Board of
Commissioners and the County Administrator.
Another inherent risk originates in County Ordinance which grants the Fair Board authority to
execute all contracts necessary for the operations of the Expo without review and approval by
the County Board of Commissioners. One of the problems with this arrangement is while the
County Board of Commissioners has no control over contract terms, or enforcement of contract
terms, as the legal owner of the fairgrounds, the County bears full liability if there is a legal
challenge.
The County influences how the Expo is governed and how risks are managed through its
appointments to the Fair Board. Fair Board members are appointed by the County
Commissioners to three year terms; however, they can be reappointed without limit.
____________________
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There are varying opinions as to how long board members should be allowed to serve, but
some believe that effective boards should change over time because change brings new insight,
knowledge, judgment, and analytical skill to the governance process. State law does authorize
the County Board of Commissioners to remove a Fair Board member for inefficiency, neglect of
duty, misconduct in office, incompetence, incompatibility, dereliction of duty, or other good
cause as those terms may be defined by County Ordinance.
Currently there is no formal process to evaluate individual Fair Board member’s performance.
Assessing performance of the Fair Board as a whole also is needed to determine if the Board is
making sufficient progress on becoming self-sufficient. County Ordinance does require
semiannual meetings of the Fair Board and the County Board of Commissioners to discuss
topics of mutual concern. In addition to periodic meetings between the County and the Fair
Board, a County Commissioner is assigned as a liaison to the Fair Board. Attendance at Fair
Board meetings is one way that the liaison can keep current on the Expo’s activities, plans, and
accomplishments. While it has been a goal for the liaison to attend Fair Board meetings, for the
past few years the assigned liaison has not been able to consistently attend Fair Board
meetings. A new County Commissioner was appointed as the Expo’s liaison in January 2011,
and while the Commissioner expressed a commitment to Expo liaison duties, scheduling
conflicts have already impacted attendance at Fair Board meetings.
Recommendations for the Fair Board and Expo Director
1. To better ensure that the Expo’s governance processes are directed at activities that
reduce and ultimately eliminate County General Fund subsidy of the Expo’s operations,
and to ensure individual Fair Board members are contributing to the overall success of
the Expo, work with County Board of Commissioners to establish agreed-upon
measurable performance standards for Fair Board members and monitor progress at
least annually.
2. To better ensure that there is adequate communication and sharing of information with
the Expo’s County Commissioner liaison, provide the liaison with periodic updates in
addition to Fair Board meeting minutes, especially when the liaison is unable to attend
the Fair Board meetings.
3. To encourage fresh ideas, consider recommending to the Board of Commissioners that
Fair Board member terms be limited to no more than a set number of years.
4. To improve compliance with County Policies, require the Expo Director to educate the
Fair Board members on key policies and keep them apprised of policy revisions.
5. To improve compliance with County policies, the Fair Board should hold the Expo
Director accountable for abiding by and enforcing such policies.
6. To ensure sufficiency of contract terms, have County Counsel review the standard short
term use agreement annually and long term contracts when they are initiated or
renewed.
____________________
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___
Chapter Three – Internal Controls: Reliability of Financial Information
This chapter addresses if the Expo’s internal control processes adequately ensure that financial
information is reliable for decision making. This chapter also provides recommendations for
improvement and includes management’s response to the audit recommendations.

_

___

Reliable Financial Information – The Expo’s internal controls have not been adequate to
ensure that financial information presented to the County and the Fair Board is consistently
reliable, which has led to misstatements of the County’s financial records and to cost analyses
that have been ineffective for sound decision making.
Accurate accounting records are vital because the information is used for making decisions by
those both inside and outside of the County. The Expo’s financial information is part of the
public record of the County’s financial reports and those records are requested by grantors and
bond rating agencies.
By State law, the County is required to have a financial statement audit conducted annually by
an independent certified public accounting firm; however, the responsibility for the accuracy of
the presented data and the completeness and fairness of the presentation rests with Jackson
County. The external auditor expresses an opinion as to whether the data, as presented, is
accurate in all material aspects and is shown in a manner designed to present fairly the financial
position and results of operations of Jackson County as measured by the financial activity of its
various funds.
To provide a reasonable basis for the auditor’s opinion, County management is expected to
establish a comprehensive internal control framework that is designed to compile sufficient
reliable information for the presentation of the County’s financial statements in conformity
with generally accepted accounting principles.
In addition to expressing an opinion of the County’s financial statements, the external auditor
also issues a letter to the Board of County Commissioners noting areas where improvements
should be made to the County’s accounting records and procedures. In the external auditor’s
letter to the Board of County Commissioners, the Expo has received comments about areas
needing improvement in three of the last five years.
As an Enterprise Fund, the Expo is expected to be self-supporting primarily through user
charges. Cost analysis is a helpful tool to address fiscal issues, identify inefficient or ineffective
activities, and help justify fee increases. Initial review of the Expo’s cost information found
indications of significant deficiencies in the overall accounting structure and costing systems.
To supplement resources and validate early Internal Audit concerns, RMA, a consulting firm,
was engaged to further analyze and report on the Expo’s cost system methodologies. Detailed
____________________
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information is provided in RMA’s separate report; however, where appropriate the consultant’s
information was incorporated into the audit report.
Under-reported Capital Assets - The Expo’s lack of adherence to County directive and
governmental accounting standards caused capital assets to be under-reported by $624,759
in the County’s audited financial records for 2007-08.
Governmental accounting standards require that donations be recognized in the fiscal year in
which all eligibility requirements have been satisfied. In addition, donated capital assets are to
be stated at their fair market value on the date donated. Each year in May, the County’s
Finance Department sends a memorandum to departments reminding them of procedures that
need to be followed in conjunction with closing the County’s financial books for the fiscal year.
The Expo did not report the value of a donated building, causing the Exposition Park Fund’s
capital assets to be under-reported by $624,759 (5.7%) in 2007-08. The County’s external
auditor, in a letter to the County Board of Commissioners, formally commented on the Expo’s
failure to report the donated building.
Advance Sponsorship Payments - Advance sponsorship payments were incorrectly posted in
2009-10 causing misstatement of revenue and ending fund balance in the County’s financial
records.
As previously noted, the Exposition Park Fund is an Enterprise Fund. In accordance with
generally accepted accounting principles, enterprise fund financial statements are reported
using the economic resources measurement focus and the accrual basis of accounting. Under
this method, revenues are recorded when earned, regardless of when the related cash flows
take place. In addition, donations are recognized in the fiscal year in which all eligibility
requirements have been satisfied.
In 2009-10 the Expo incorrectly recorded advance sponsorship payments in the year cash was
received rather than in the year revenue was earned. The recording of this advance payment
based on documentation at the time of the payment3 as revenue when cash was received did
not adhere to Generally Accepted Accounting Principles and relieved the Expo’s cash flow
deficit. The early payments represented unearned income and represent a liability. The
County’s external auditors, in a letter to the County Board of Commissioners, formally
commented on the Expo error.

3

On March 3, 2011 the sponsor amended the 2009 sponsorship agreement to show a contract term of 2009
through 2011. According to the current Expo Director, the original intent of the agreement was to receive equal
sponsorship payments once a year for three years, as clarified in the 2011 sponsorship agreement amendment.
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Under-reported PayPal Cash - Revenue received through PayPal for advance ticket sales was
not fully transferred to the County’s bank account at year-end, causing cash to be underreported in the County’s financial records.
A PayPal account was established to facilitate online sales but required manual processing to
transfer funds to the County. The Expo did not transfer all PayPal funds as of June 30, as
instructed by the County Finance Department, resulting in unrecorded cash and under-reported
revenues and expenses in the County’s financial records for 2006, 2007, 2008 and 2009.
Efforts to Improve Cost Information - Numerous efforts have been made to improve cost
accounting systems pertaining to facility rental, in-house production of events, and overall
profitability levels; however, the Expo’s efforts have not consistently produced complete and
accurate cost information for decision making.
The Fair Board needs sound fiscal information to effectively make decisions. The Fair Board
receives the majority of its information from Expo management staff and relies on
management to present accurate and complete cost information in a manner that is
meaningful at the Board level. The Fair Board, however, needs to be cognizant that
management is also in a position to filter or withhold information. A primary way that Expo
management provides financial information to the Fair Board is at regular monthly meetings. A
review of Fair Board minutes revealed that while Fair Board members appropriately raised
questions about management proposals, the proposals were not always backed by detailed
cost analysis even when prompt decisions were required.
Although the Fair Board, at times, was given inadequate financial information for decision
making, the former Expo Fiscal Manager made many efforts to improve the reliability and
integrity of the Expo’s financial information over the last several years. One goal was to
produce financial information that would help address ongoing fund deficits. In spite of the
actions taken and numerous efforts to improve the validity of cost data, reliable financial
information was not consistently produced.
Financial Accounting Structure Setup - The County’s E-1 financial system is capable of
providing cost accounting information for decision making, however the Expo’s current
financial accounting structure is not set up to fully capture this information.
By Ordinance, the Fair Board is required to utilize the County’s accounting system, unless the
system is identified as not being suited or adequate for the Expo’s purposes. Expo staff spent
considerable time creating and maintaining Excel spreadsheets because they did not believe
the County’s financial system was capable of meeting the Expo’s needs. The County’s E-1
financial system is structured to provide flexibility in financial reporting, but this flexibility has
not been fully utilized by the Expo in a manner that allows tracking of revenues and expenses
by venue and activity/event. RMA, the consulting firm hired to review Expo’s costing systems,
suggested that a revision to the business unit and project number structure of the reporting
____________________
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hierarchy would allow much of the information needed by Expo to flow directly from the E-1
system.
Although a revision to the financial accounting structure would improve the Expo’s ability to
use E-1 information to generate meaningful E-1 financial reports, there would still be a need for
the Expo to produce some specialized reports in Excel. To efficiently and effectively create
specialized reports, some County departments use Data Access Studio software to export E-1
data directly into Excel. The Expo Fiscal Manager does not have access to Data Access Studio
and, therefore, has not utilized this data extraction software.
Indirect Cost Allocation -The Expo has not developed a reasonable method for allocating
indirect costs to rental rates and event activities which is important in understanding the full
cost of providing services and making sound business decisions.
In order to understand the full cost of providing services, indirect costs need to be allocated to
direct activities and considered when establishing rental rates and event admission prices. For
the Expo there are two basic categories of indirect costs: government-wide and departmental.
Government-wide overhead includes: charges for Board of Commissioners, Budget, County
Counsel, Courier, General Administration, Human Resources, Information Technology, Audit,
and Treasury. Departmental overhead includes but is not limited to expenses such as:
management salaries, utilities, memberships and dues, copier expense, and office supplies. The
Expo allocates all government-wide indirect costs to the Fair business unit, and all utilities to
the Interim Event business unit. This allocation of government-wide and departmental
overhead does not provide a clear understanding of the full cost of providing services.
Fixed & Variable Costs - It does not appear from the documents reviewed that the Expo has
undertaken an effort to formally identify fixed and variable costs so that these costs can be
successfully managed.
Identifying fixed and variable costs and then developing strategies to manage and control them
can lead to improved efficiency and financial stability. RMA developed two spreadsheets to
classify the Expo’s expenses into fixed and variable categories. Based on the documents that
RMA reviewed, they concluded that it did not appear that Expo had previously undertaken an
effort of this nature.
In the Expo’s financial reports, fixed costs were identified by RMA as those which change little
or not at all. RMA noted that operational levels increase, these fixed costs remain the same but
are spread over more events. Spreading fixed costs over more events reduces the fixed costs
per event. Variable costs are directly tied to events. Variable costs are attributable to and
change as each event occurs. If no events or venue rentals occurred then variable costs would
be zero. By holding variable costs down for each event the profitability of that event can be
increased.
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RMA noted that if the Expo were to decide to produce more of their own events and concerts
in house, fixed costs potentially would increase as it would likely be necessary to have more
internal staff and resources available to attend to the details of event production. The
increased fixed costs would be in addition to the risk that the Expo would be exposed to for the
success or lack of success for the event. Variable costs in this situation would be controllable
but entirely the responsibility of the Expo staff to manage. When the Expo rents the facility the
risk of success or failure of the event is shifted to the promoter. Managing and reducing fixed
costs allows services to be provided at the lowest possible cost.
Break-Even Points – Break-even points currently cannot be calculated with the existing level
of expense tracking, and this type of analysis is essential to profitability and financial
independence for the Expo.
The break-even point is the level of activity at which both fixed and variable costs have been
met and the next dollar earned results in profit. Break-even points should be used to answer
questions about the effect of changes in costs, volume, and selling prices. RMA noted that the
manager’s report that is produced by the Expo for events at the amphitheater comes close to
being a break-even point report for events.
The Expo’s current financial structure and use of Excel spreadsheets are not sufficient to meet
the Expo’s needs and calculate break-even points. These deficiencies prevented the
identification, in sufficient detail, to recognize and assign fixed and variable costs. RMA
calculated an “example” break-even point for a combination of two events. The break-even
point was not very meaningful since it was for two events, but it showed what could be
produced once accurate data is available.

Recommendations for the Fair Board and Expo Director
To help improve financial data reliability and integrity it is recommended that the Expo:
1. Follow the County’s directive to inform the County’s Finance staff when capital asset
donations are received. This will help ensure that assets are properly reflected in the
County’s financial statements on a timely basis.
2. To ensure compliance with Generally Accepted Accounting Principles, ensure financial
transactions are adequately documented to support revenue recognition.
3. Transfer and account for all PayPal funds in accordance with the County’s Finance
directive. This will ensure cash is accurately stated at year end and comply with
statutory depository requirements.
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4. Consider revising the E-1 reporting hierarchy for the Expo so that project numbers are
used for venues and business units for events. This will allow much of the financial
information needed by the Expo to flow directly from the E-1 Financial System.
5. Consider using only one business unit along with RMA’s recommended multiple
subprograms. This will simplify reporting, cost allocation, and budgeting processes.
6. Obtain Data Access Studio for the Fiscal Manager’s use. This will assist in creating
financial reports in Excel that are not available from the County’s E-1 Financial System.
7. Review and consider other recommendations made by RMA, the consultant hired to
review the Expo’s cost systems – See Appendix A.
8. To ensure the full costs of activities are known and considered when setting rental rates
and ticket prices, the Expo should develop a Direct and Indirect Cost Policy. The policy
should address if and how the rate will be applied to direct costs, and how indirect costs
will be recovered if not added to rental rates and ticket prices.
9. To increase financial stability, the Expo should identify fixed and variable costs so that
they can be successfully managed.
10. To help ensure the Expo is producing profitable events, once detailed expense
information is available, Expo management should perform a break-even-analysis for
each event.
___
Chapter Four – Internal Controls: Compliance with Policies, Laws, Regulations and Contracts
This chapter addresses if the Expo’s internal control processes adequately ensure that decisions and
actions comply with laws, policies, regulations, and contracts. This chapter also provides
recommendations for improvement and includes management’s response to the audit
recommendations.

___
Compliance with Laws, Policies, Regulations, and Contracts - The Expo’s internal controls have
not always been adequate to ensure that the Expo’s decisions and actions comply with
County policies, State laws including ethics laws, applicable regulations, and contract terms.
County Ordinance 265 states that the Expo Manager (Expo Director) shall manage and direct
the operation of the Expo in accordance with State law, Fair Board policies, and County policies.
In addition, the Expo Director’s job description states that the Director will establish policies,
procedures, work rules, safety requirements, and performance standards to assure the
effective, efficient, and safe completion of assigned operations in compliance with County
standards and legal requirements.
Although Expo management is expected to follow and communicate applicable laws and
policies to staff, a number of situations were identified that showed a lack of attention and
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adherence to policies and laws at the Expo. Since the Fair Board members serve on a part time
volunteer basis and they do not have daily exposure or access to County policies and
procedures, they must rely on the Expo Director to adequately communicate policies and
procedures to the Fair Board and the Expo staff. When management does not view County
policies as important to achieving goals and objectives and, in fact may view internal controls as
an obstacle to achieving goals, there is less incentive for adequate communication to occur.
Resulting noncompliance issues may be costly to fix and can increase risk to the organization.
The following bullet points discuss areas where actions were identified that did not comply with
County policies, State laws, applicable regulations, or contract terms:


Exposition Park Checking Account – Payments were made from the Exposition Park
checking account that should have been reported to the IRS on a 1099 form.



Cell Phone Allowances – Cell phone allowances were paid to Expo staff from the
Exposition Park checking account contrary to the County’s Cellular Telephone Usage
Policy and stated checking account procedures.



Local Contract Review Board – Local Contract Review Board Rules (LCRB) were not
followed for repair work performed at the amphitheater.



Travel Policy – Compliance with the County’s travel policy was not always enforced.



Disposal of Sensitive Information – Sensitive employee documents with Social Security
Numbers were disposed of in an Expo dumpster, which is in violation of County’s
Consumer Identity Theft Protection Policy.



Use of county Email – Some personal use of email appeared to exceed the level
authorized by County policy and some use was inappropriate in nature.



Contracts – It is not clear as to which Expo officials have signature authority for the
Expo’s contracts and use agreements. In addition, the Expo contract terms and
conditions have not always been consistently followed.

Ethics - Multiple incidents were noted that may not comply with State ethics laws, County
Conflict of Interest Policy, or County expectations for ethical behavior which potentially
creates liability issues for the County.
The County has set high ethical expectations for its employees and has established a conflict of
interest policy that incorporates State ethics laws. The governing board and management must
lead by example, creating a “tone at the top” that sets the standard for the entire organization
and that consistently exhibits high ethical and professional standards in its conduct. 4 Multiple
incidents were noted that may not comply with State ethics laws, County Conflict of Interest

4
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policy, or County expectations for ethical behavior which potentially creates liability issues for
the County. These incidents were as follows:


Vehicle Allowance and Fuel Credit Card – The Fair Board granted the use of a fuel card
to the Expo Director, without the authority to do so, which resulted in an unreported
tax liability, double reimbursement of fuel expense, and a potential ethics violation
since the benefit was not part of the Expo Director’s official compensation package.



Complimentary Tickets – There is correspondence indicating that Expo officials may
have received complimentary tickets to events and/or concerts.



Family Member Transaction – A family member of an Expo employee received
compensation for a business transaction with the co-producer of an event held at the
Expo that might not have been available but for the employee’s official position.



Expo Employee Vendor Space – An Expo employee in charge of coordinating an event
also participated as a vendor in the event, but the payment for the vendor space lacked
transparency.



Family Member Rental Trade – A family member of an Expo employee was allowed to
trade services in exchange for a discounted rental rate for a personal event which could
give the appearance of special treatment.

Recommendations for the Fair Board and Expo Director
1. To enhance controls over the Exposition Park checking account, the Expo in conjunction
with the County Finance Director, should establish a written checking account policy
specifying appropriate use of the account. Payments that should be handled through
the County’s payroll system or that require 1099 reporting should not be allowed to be
paid from the account.
2. To comply with income tax laws, the Expo Director should consult with the Finance
Director regarding the 2009 concessionaire payments that were not reported on a 1099
form.
3. To enhance compliance with County policies, all Expo officials should review all County
policies including the Purchasing, Travel, Consumer Identity Theft Protection, and
Computer Systems Operating and Security Policies. The Expo Director and Fair Board
should mandate staff compliance with policies by following polices themselves, and
should communicate the importance of such policies to staff. Specifically, the Expo
should: 1) obtain competitive quotes and prepare contracts as required by LCRB rules
and the Purchasing Policy, 2) limit gratuities for meals to no more than 15% as required
by the Travel Policy, 3) require staff to dispose of sensitive documentation in
appropriate manner, and 4) require staff to limit personal use of email and abstain from
sending email that could be considered inappropriate or offensive as required by the
Computer Systems Operating and Security Policy.
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4. To clarify contract signing authority for the Expo, the Fair Board should formally
delegate this authority in writing to the positions they intend to have this authority.
5. To reduce risk to the County and enhance profitability of the Expo, Expo staff should
follow specified revenue terms of the contract and obtain all safety inspections prior to
each event.
6. To avoid potential violations of State Ethics Laws, the Fair Board should refrain from
granting benefits such as a fuel card to the Expo Director and the Expo should
discontinue providing complimentary concert tickets to Expo staff and Fair Board
members that are for nonofficial attendance at events.
7. To enhance compliance with State Ethics Laws, Expo officials should be required to
attend ethics training provided by the County. In addition, the Expo Director should: 1)
communicate to Expo officials that they must disclose potential or actual conflicts of
interest to their supervisor in writing, including related party transactions, 2) document
approval of any related transactions, and 3) ensure that transactions are transparent
when Expo officials participate in Expo produced events or rent Expo facilities.
8. To enhance compliance with State Ethics Laws, the Expo should seek advice from the
State Ethics Commission when areas of potential conflicts of interest or ethical
situations arise.
___
Chapter Five – Internal Controls: Effectiveness, Efficiency and Equity of Operations
This chapter addresses if the Expo’s internal control processes adequately ensure that operations are
performed in an effective, efficient, and equitable manner. This chapter also provides
recommendations for improvement and includes management’s response to the audit
recommendations.

___
Effective and Efficient Operations - The Expo has improved efficiency in some areas; however,
more can be done to help the Expo effectively meet its goals of being self-sufficient.
Effectiveness is judged on the basis of whether an entity is achieving its goals. Efficiency is
measured by how well management uses scarce resources given that there are legitimate and
conflicting demands for those resources.5
The Expo’s overall objective is to produce high quality, fiscally sound events that connect with
the interests of all dimensions of Jackson County citizens and visitors. Issues surrounding
financial practices (discussed in Chapter 2) made it difficult to thoroughly evaluate the
effectiveness of operations in many cases; however, the following conditions were noted:

5
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Staffing Efficiency – Actions have been taken to improve and enhance staffing
efficiencies; however, staff reductions due to continued financial decline have impacted
effectiveness levels.



Committees - The use of committees supplements the Expo’s resources and helps to
enhance efficiency and effectiveness.



Private Capital Investment and Building Maintenance Practices – The Expo has been
successful in obtaining private funding for new facilities on the Expo grounds which is
commendable; however, there has been insufficient planning for maintenance of the
buildings acquired or constructed with private funds, and dollars spent on building
maintenance appear to fall short of industry standards.



Fair Cash Collection Controls – The Expo’s internal controls over cash collection
processes for the annual Fair have been found to be sound, contain adequate
safeguards to protected cash from loss, and reasonably ensure that revenue is
accurately recorded.



Rental Rates – The Fair Board is responsible for setting facility rates and has not raised
base rates since 2007 due to the economic downturn.

Equity of Operations – The Expo’s internal controls are generally adequate to ensure that
operations are performed in an equitable manner; however, a few instances of what
appeared to be inconsistent rental rate discounts, sponsor benefits, and fair superintendent
pay were noted.
The Expo is committed to helping the County achieve its goal of serving all citizens fairly. Equity
is an element of fairness which is defined in Webster’s dictionary as just, equitable, impartial,
unbiased, and free from favor toward either or any side. Webster’s dictionary defines equity as
dealing fairly and equally with all concerned. The following potential equity issues were noted:


Discounted and Negotiated Rental Rates – The Expo has established base rental rates
which help ensure equity of user charges; however, in actuality many rental rates are
discounted or negotiated due to the diversity of customers served and the changing
economic demand for services. A review of 29 rental agreements confirmed that rents
often differ from the established base rates, but it was difficult to determine if all
discounts were applied on a consistent basis to like users. Confusing communications,
lack of specific documentation concerning the work performed under trade
arrangements, and special economic considerations complicated the ability to verify
equity issues.



Sponsorships – The Expo has created ticket criterion for rodeo sponsors; however, for
the 2010 rodeo two cases were identified where it appeared tickets were provided to
sponsors donating less than the minimum stated amount, which raised questions
regarding equity among sponsors.
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Superintendent Pay – The lack of transparency in superintendent and hospitality room
coordinator agreements has resulted in concerns regarding the equity of pay between
what appeared to be, based on short term agreement descriptions, similar positions.

Recommendations for the Fair Board and Expo Director
1. To increase effectiveness in accomplishing operational objectives and provide better
customer service, as profitability levels increase, consider adding additional staff.
2. To preserve and maintain the Expo buildings and grounds, develop a plan for setting
aside funds for future repairs and develop a maintenance funding plan prior to
accepting private donations for new capital assets at the Expo.
3. To ensure proper market placement, periodically perform a formal rental study of
competitors and other county fairgrounds and exposition parks to better determine if
rental rates should be increased. At a minimum, consider adjusting rental rates by
Consumer Price Index increases annually.
4. To ensure equal treatment of subsidized or discounted activities, the Fair Board should
approve a written policy addressing the types of events and activities that are to be
subsidized or discounted and identifying funds that will be used to cover the deficit. In
addition, the policy should specify who is authorized to approve exceptions and require
exceptions to be documented by an authorized Expo official.
5. To avoid the appearance of special treatment, review the practice of allowing Expo
officials or their family members to participate as cash or trade sponsors for events held
at the Expo. If the Expo decides to continue allowing Expo officials or their family
members to trade for sponsorship benefits, Expo management should ensure that the
trades are transparent, documented in writing on the standard trade form, and signed
by the Expo Director. In addition, consider listing sponsorship opportunities on the
Expo’s website.
6. To avoid the appearance of sponsorship inequity, ensure that established sponsorship
levels are not reduced without formal approval by the Fair Board.
7. To improve transparency and equity in short term agreements or contracts the Expo
should require more detailed explanation for services to be performed for stated pay.
In addition, review all superintendent, hospitality room coordinator, etc., pay for equity.
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Chapter 1
Introduction and Background

Audit Authority

We conducted our audit in accordance with Codified Ordinance 218
pertaining to the County Auditor. The audit was included in the fiscal year
2009-10 and fiscal year 2010-11 Internal Audit Plans.

Use of Consultant

We contracted with Road Management Associates; LLC (RMA) to review the
Expo’s rental rates, costing methodologies, direct and indirect costs, fixed
and variable costs, break-even points for Expo-produced events, and revenue
sources and general fund subsidies. RMA’s findings have been incorporated
into our report as appropriate, and the Executive Summary is included as
Appendix A. The full report including recommendations was provided to the
Expo.

Background

The mission of the Fairgrounds and Exposition Park (the Expo) is to provide
social, cultural, recreational, agricultural, commercial, and educational
opportunities for the citizens of Jackson County.
The Expo produces events such as the County Fair, Harvest Fair, Wild Rogue
Pro Rodeo, and Holiday Market. The Expo also provides facility rentals to
individuals or groups that wish to promote events such as equestrian shows,
concerts, receptions, auctions, consumer shows, motor vehicle shows, sports
and outdoor shows, and other diverse activities.
The Expo operates as an Enterprise Fund which means it is expected to be
self-supporting, primarily through user charges. The Expo currently uses two
business units6 to account for its activities. These are the Fair and the
Interim Events business units. The Fair business unit is used for the County
Fair and Harvest Fair, and the Interim Events business unit is used for all
other activities including the Wild Rogue Pro Rodeo and Holiday Market.
For fiscal year 2009-10, the Expo budgeted expenditures of $1,958,993, and
had 6.75 Full Time Equivalent (FTE) employees. In fiscal year 2010-11 the
Expo budgeted expenditures of $1,850,146 and had 5.0 FTE. In addition to
regular employees, the Expo budgeted $130,106 in 2009-10 and $138,367 in
2010-11 for extra help. An organization chart follows.

6

A business unit is a numeric value assigned based upon a department.
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Chart 1: Expo Organization

Jackson County
Board of Commissioners

Jackson County
Fair Board
7 Appointed Volunteer Members

Expo Director

2009-10
Fiscal Manager 1.0
Accounting Clerk .75
Project Specialist 1.0
Maintenance Worker 2.0
Sr Maintenance Worker 1.0

2010-11
Fiscal Manager 1.0
Project Specialist 1.0
Maintenance Worker 1.0
Sr Maintenance Worker 1.0

Staff Level
Reductions and
Changes in Key Staff

In February 2010 the Expo laid off an Accounting Clerk (0.75 FTE) and a
Maintenance Worker (1.0 FTE) due to financial issues. In April 2010, after
serving in the position since September 1988, the Expo Director resigned to
take a position with a county fairground in California. In June 2010, after
serving in the position since September 2005, the Fiscal Manager resigned to
take a position with another public employer. A new Expo Director began
employment in June 2010 and a new Fiscal Manager began employment in
August 2010.

Objectives

The objectives of our audit were to determine if the Expo’s:
1. Governance and management strategies adequately ensure that the Expo
is operated without subsidy from the County General Fund as specified in
County Ordinance 265.
2. Internal control processes adequately ensure that:




Financial information is reliable;
Decisions and actions are in compliance with policies, laws,
regulations, and contracts; and
Operations are performed in an effective, efficient, and equitable
manner.

____________________
Expo Introduction and Background

________________

_____
Page 2

Scope and
Methodology

We focused our audit on the period of September 2005 through June 2010,
but included other time frames and historical information as deemed
appropriate. Due to time constraints, we did not evaluate facility use
statistics or the effectiveness of capacity planning efforts. Our primary
contacts during the audit were the former Expo Director and former Expo
Fiscal Manager. As agreed to in the entrance conference, the Expo Director
was to be responsible for keeping the Fair Board members apprised of audit
progress. After the Expo Director left employment with the County, and prior
to a new Expo Director being hired, our primary contact was the Fair Board
President. Our methodology included:

























7

Reviewing State laws, County Ordinances, and Board Orders
pertaining to the Expo;
Reviewing the Expo budget documents;
Meeting with both the former and current Expo Director;
Meeting with both the former and current Expo Fiscal Manager;
Touring the Expo facilities;
Meeting with select members of the Fair Board;
Interviewing former and current Expo staff;
Reviewing job descriptions and position description questionnaires;
Reviewing Fair Board applications for membership;
Reviewing Fair Board meeting minutes;
Reviewing the Expo web site, including event calendars;
Reviewing the Expo monthly financial reports;
Reviewing the Expo detail financial ledgers;
Reviewing and trending revenue and expense data;
Reviewing General Fund transfers and other support to the Expo;
Reviewing RMA’s work on direct and indirect costs;
Reviewing RMA’s work on fixed and variable costs;
Reviewing RMA’s calculated break-even points for the Expo-produced
events;
Reviewing RMA’s rental rate comparison with other county expo
facilities;
Reviewing a 2007 consultant’s report pertaining to the Expo’s current
operations, economic impacts, and potential marketing
opportunities;
Reviewing purchasing card use;
Reviewing travel expenses for certain Expo officials;7
Reviewing the Expo staff communications;
Reviewing staffing trends;

Expo staff and/or Fair Board members
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Reviewing a list of the Expo’s capital assets including donated
equipment and buildings;
Comparing actual rental receipts to published rental fee schedules;
Reviewing and analyzing trade and cash sponsorships;
Reviewing utilization statistics; and
Other activities as deemed appropriate.

We initiated our audit work in December 2009; however we did not actively
start fieldwork until spring 2010. Subsequent changes in key staff members
at the Expo in April and June 2010, as well as a staff shortage in Internal
Audit and other work priorities caused delays in completing our audit work.
The issuance of the audit report was further delayed by approximately two
months pending receipt of the Expo management response. The delay was
prompted by the Expo’s staffing levels and other work priorities.
Governance and
Internal Control
Defined

Governance is the combination of strategies and processes implemented by
the governing body to inform, direct, manage, and monitor the activities of
the organization toward the achievement of its objectives.
Internal control, sometimes referred to as management control, includes the
plan, policies, methods, and procedures adopted by management to meet its
missions, goals, and objectives. Internal control includes the processes for
planning, organizing, directing, and controlling program operations. It
includes the systems for measuring, reporting, and monitoring program
performance. Internal control serves as a defense in safeguarding assets and
in preventing and detecting errors, fraud, violations of laws, regulations, and
provisions of contracts and grant agreements or abuse.
We gained an understanding of governance and internal control processes by
discussing the Expo’s procedures with the former Expo Director, former Expo
Fiscal Manager, Expo staff, and certain Fair Board members. In addition we
reviewed Oregon Revised Statute 565 – Fairs and Exhibits, Codified
Ordinance of Jackson County Chapter 265 Fair Board, Board Order 341-81
Adoption of the Jackson County Board of Commissioners/Fair Board
Operating Policies, and Fair Board meeting minutes.

Criteria

Criteria represent the laws, regulations, contracts, grant agreements,
standards, measures, expected performance, defined business practices and
benchmarks against which performance is compared or evaluated. Criteria
identify the required or desired state or expectation with respect to the
program or operation.
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Criteria for our audit consisted of, but were not limited to:






















Privileged and
Confidential
Information

ORS Chapter 565 – Fairs and Exhibits;
Jackson County Ordinance Chapter 211 – Fees;
Codified Ordinance of Jackson County Chapter 265 Fair Board;
Board Order 341-81 Adoption of the Jackson County Board of
Commissioners/Fair Board Operating Policies;
OMB Circular A-133 Audits of States, Local Governments and NonProfit Organizations;
The Expo goals and objectives as stated verbally and in the County’s
Budget Document;
The Expo’s Job Descriptions;
Local Contract Review Board Rules;
The Expo’s Checking Account Purpose and Use of Account (1991
memo);
County Policy 1-27 Cash and Property Donations;
County Policy 1-43 Document Security and Protection of Confidential
Information;
County Policy 4-03 Purchasing Policy and Purchasing Card Manual;
County Policy 5-44a Special Compensation and Gifts and Stipends;
County Policy 5-47b Conflict of Interest;
County Policy 5-47o Consumer Identity Theft Protection;
County Policy 9-01 Computer System Operating and Security;
Cost Control System for Jackson County by Moore Breithaupt and
Associates, Inc.;
Oregon Ethics Law;
Generally Accepted Accounting Principles;
Best Practices for Sound Internal Controls (COSO);
Government Finance Officers Association Cost Analysis and ActivityBased Costing for Government Publication; and
Corporate Governance and the Board-What Works Best8

We omitted some items relating to personnel matters from the report for
confidentiality reasons. The current Expo Director and certain members of
the Fair Board were provided with detailed information regarding these
issues.

8

Prepared by PricewaterhouseCoopers and sponsored by the Institute of Internal Auditors
Research Foundation
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We conducted this performance audit in accordance with generally accepted
Compliance with
Government Auditing government auditing standards. These standards require that we plan and
Standards
perform the audit to obtain sufficient, appropriate evidence to provide a
reasonable basis for our audit findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives.
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Chapter 2
Governance and Management Strategies
____________________

________________
_____ _______
Over the course of several decades, those charged with governance and
Self-Sufficiency
daily management of the Expo have struggled to implement strategies that
consistently ensure that the Expo is operated without General Fund subsidy
from Jackson County.
____________________
________________
_____ _______
A Fair Board,
consisting of seven
appointed
volunteer members
is responsible for
governing the Expo.

Under State law and County Ordinance, a Fair Board is responsible for
governing the County’s Fairgrounds and Exposition Park. The Jackson County
Fair Board is appointed by, and accountable to, the County Board of
Commissioners for the operation, finances, and general condition of the
County Fairgrounds and Exposition Park and its activities. The Fair Board also
is vested with the exclusive management of the County Fairgrounds and
Exposition Park and related property and is entrusted and charged with the
entire business and financial management of such facilities. The Jackson
County Fair Board currently consists of seven unpaid members who serve
staggered, three year terms.

An Expo Director, hired
by the Fair Board is
responsible for
managing the Expo’s
day-to-day operations.

While the Fair Board is officially charged with governing the Expo, an Expo
Director, hired by the Fair Board, is responsible for the day-to-day
management of the County Fairgrounds and Exposition Park. A 1981
Operating Agreement between the Fair Board and the County, as well as
County Ordinance, authorizes the Fair Board to hire, terminate, direct, and
otherwise supervise the activities of an Expo Director. Under direction of the
Fair Board, and consistent with Jackson County policies, this position is
responsible for 1) planning, organizing, directing, marketing, and managing
the Jackson County Fair and year-round events; 2) maintaining the Expo’s
facilities and grounds; and 3) maintaining fiscal performance consistent with
County and Fair Board expectations. A Fiscal Manager assists the Director in
planning, organizing, and directing the fiscal and administrative functions for
the Expo.

The Expo has been
unable to consistently
operate without
financial assistance
from the County.

By Ordinance, the goal of the Fair Board is to operate the facilities under its
jurisdiction entirely from revenues derived from such facilities and from
funds otherwise dedicated by law to County fair and fairground purposes,
without subsidy from the County. The Fair Board and Expo management
have not consistently demonstrated a commitment to this goal. Over the
years, and continuing into 2011, the Expo has faced ongoing cash shortfalls
and deficit fund balances which have required emergency loans and County
General Fund subsidies to the Expo. As recently as January 2011, the Expo
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required a temporary loan from the County General Fund to meet its
operational needs.
The following chart shows ending fund balances of the Exposition Park Fund
for the last 22 years. The ending fund balances in Chart 2 include General
Fund operating transfers.
Chart 2: Expo Ending Fund Balance for Fiscal Years 1988-89 through 2009-10
Expo Ending Fund Balance
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The County is the legal owner of the properties managed by the Fair Board
and pays for most facility maintenance projects out of the County General
Fund. Although these expenses are not charged to the Exposition Park Fund,
they are part of the cost of providing a County Fairgrounds and Exposition
Park to the citizens of Jackson County. Table 1 that follows shows the Expo’s
ending fund balance from Chart 2, and the General Fund assistance the Expo
has received for operating expenses, facility maintenance, and construction
of the amphitheater. The table also shows what the Expo’s ending fund
balance would have been if all General Fund subsidy to the Expo was
reflected in the Exposition Park Fund.
____________________
________________
Expo Governance and Management Strategies

_____
Page 8

Table 1: Expo Ending Fund Balance and General Fund: Operating Expenses, Facility Maintenance,
and Amphitheater Construction for Fiscal Years 1988-89 through 2009-10
General
Fund
Transfers
Ending Fund
for
Balance with no
Fiscal
Expo Park Ending
Operating
General Fund
General Fund
Year
Fund Balance
Expense
Maintenance (Note 1) Amphitheater
Assistance
88-89
$ (2,461) $ (177,267)
$
(179,728)
89-90
$ (130,667) $ (126,679)
$
(257,346)
90-91
$ (93,930) $ (182,774)
$
(276,704)
Data
91-92
$ (124,307) $ (175,943)
$
(300,250)
92-93
$ (88,092) $ (179,245)
$
(267,337)
Not
93-94
$ (45,180) $ (12,000)
$
(57,180)
94-95
$ (54,444)
$
$
(54,444)
Available
95-96
$ (61,927)
$
$
(61,927)
96-97
$ (134,835)
$
$
(134,835)
97-98
$ (163,638)
$
$
(163,638)
98-99
$ (252,552) $ (114,266)
$
(366,818)
99-00
$ (126,789) $ (117,694)
$
(244,483)
00-01
$ 14,432 $ (121,225)
$
(106,793)
01-02
$ 112,770 $ (126,074)
$
(13,304)
02-03
$ 280,933 $ (146,117)
$ (186,103)
$
(51,287)
03-04
$ 160,675 $ (143,000)
$ (189,609)
$
(171,934)
04-05
$ 51,334 $ (161,000)
$ (112,762)
(1,700,000)
$ (1,922,428)
05-06
$ (10,483) $ (169,050)
$ (176,523)
$
(356,056)
06-07
$ 65,519 $ (177,000)
$ (188,136)
$
(299,617)
07-08
$ 150,117
$
$ (265,000) (Note 2)
$
(114,883)
08-09
$ 182,920 (Note 4)
$
$ (344,595) (Note 3)
$
(161,675)
09-10
$
1,799
$ (5,563)
$ (184,997)
$
(188,761)
Note 1: The General Fund began providing approximately $185,000/year in maintenance to the Expo sometime in the
late 1990s, but specific data was not readily available for years prior to 2002-03.
Note 2: Includes $80,000 from the General Fund to re-roof 1/3 of the Compton Arena.
Note 3: Includes remaining $160,000 from the General Fund to re-roof the Compton Arena.
Note 4: Includes an $116,267 water refund for over charges in prior years.

The following chart shows that after removing all General Fund subsidy, the
Expo has not operated without County General Fund support in any of the
last 22 fiscal years.
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Chart 3: Expo Ending Fund Balance if no General Fund Subsidy had been Received
For Fiscal Years 1988-89 through 2009-10
Expo Ending Fund Balance less Transfers from the General Fund and Facility
Maintenance paid from the General Fund
300,000.00
250,000.00
200,000.00
150,000.00
100,000.00
50,000.00
09-10

08-09

07-08

06-07

05-06

04-05

03-04

02-03

01-02

00-01

99-00

98-99

97-98

96-97

95-96

94-95

93-94

92-93

91-92

90-91

(100,000.00)

89-90

(50,000.00)

88-89

-

(150,000.00)
(200,000.00)
(250,000.00)
(300,000.00)
(350,000.00)
(400,000.00)

Note: 2004-05 does not reflect $1,700,000 provided from the General Fund for construction of the amphitheater.

____________________

_
_______________
_____ _ ______
The County’s and the Expo’s expectations for fiscal performance have
Historical
differed at times, leading to controversy and mistrust.
Differences
____________________
________
________
_____ _______
Historical information
chronicles ongoing
differences between
the County and the
Expo.

Budget information, historical documents, staff affirmations, and news
articles dating back more than thirty years chronicle ongoing tension and
disagreement between the Expo (Fair Board and/or Expo management) and
the County (Board of Commissioners and/or County Budget Committee) on
funding issues relating to building construction, facilities maintenance, and
general operations. Differences of opinion and unfulfilled promises have
caused mistrust which, at times, has led to the Expo’s funding requests for
capital improvements being denied or delayed by the County’s Budget
Committee. The following paragraphs provide examples of the friction that
has occurred over the course of the last three decades.

1975
Budget request for new
fairgrounds criticized.

A 1975 news article featured the following headline, “Budget Request for
New Fairgrounds Criticized.” The article went on to say that reaction to a
proposed $2.3 million outlay for construction at the new County fairgrounds
site at Central Point was swift and negative today. The Jackson County
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Budget Committee chairman called the request totally irresponsible. A
County Commissioner further commented that the Expo’s request was way
beyond the intent of last year’s budget allocation for replacement. Another
Budget Committee member said he couldn’t believe the Fair Board’s
estimate for annual maintenance and operation costs at the new site.
1975
Expo hopes to be
completely selfsustaining for all events
by 1982.

In response, the Fair Manager (Expo Director) stressed that the new arena
and other proposed buildings were expected to generate substantial rental
revenues. Another Expo staff member noted that with the new facilities, and
rents and admission receipts, the Expo hoped to be completely selfsustaining for all events by 1982.

1977
Fair Board members
state that the County
cannot go wrong in
investing in the new
facility.

In 1977 when the Expo relocated to its current location, Fair Board members
stated that the County could not go wrong in investing in the new facility.
One of the criticisms the Fair Board heard regularly concerned the multi-use
pavilion. The Fair Board wanted to use the building year-round for as many
different uses as possible, including rock concerts. The concerts created
some controversy, which the Fair Board acknowledged, but they saw rock
concerts as a major way for the County to earn money. They also said they
felt like they were under the gun from the County’s Budget Committee to
make money and were consistently asked when they would be off the
County dole.

Budget Committee
wants the Expo off the
County dole.

Budget Committee is
displeased at lack of
planning for the Expo
and is concerned that
this will not be the
Expo’s last funding
request.

Soon after relocating, the Expo asked the County’s Budget Committee to
approve $400,000 for capital improvements to build a home economics
building, parking lot and a livestock pavilion. Budget Committee members
expressed their displeasure at the lack of planning for the Expo Park, and one
member stated he would be supportive of the request if he thought it would
be the end of the requests, but history had shown this would not be the end
of it.

1986 – 1987
Four of five Fair Board
members replaced due
to lax management
practices and financial
irregularities.

Internal Audit work in 1986 and 1987 found lax management practices and
financial irregularities at the Expo, which generated many ensuing news
articles. A 1987 news article noted that County officials admonished the Fair
Board and the Expo staff for allowing repeated managerial and financial
irregularities at the County Fair. To address financial management problems
at the Expo, the County appointed four new Fair Board members to serve on
the five member Board9. Areas of concern included overtime payments,
hiring of family members at the fair, and inappropriate payments from a Fair
Board bank account. In addition, the Expo was grappling with a serious
budget-deficit problem caused by over-expenditures at the fair.

9

The Fair Board currently is comprised of seven members.
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2003 – 2008
Controversy surrounds
construction of the
Expo’s amphitheater
and its ability to be
profitable.

Funding issues between the Expo and the County continued to resurface
throughout the most recent decade. Between 2003 and 2005, there was
significant controversy surrounding the construction of the Expo’s
amphitheater. Based on research of similar facilities, County Administration
had serious doubts about the venue’s ability to be financially profitable. The
Expo, on the other hand, was confident that the amphitheater would be a
new source of revenue which would help make the Expo more economically
self-sufficient. The project was supported by the Friends of the Fair
Foundation10 which was the primary fundraiser for the project.

The Expo asks County
for $1.7 million loan
to complete the
amphitheater and is
willing to forfeit annual
General Fund operating
subsidy from the County.
A $3 facility fee on each
ticket sold would be
used to repay the loan.

Tension between the County and the Expo grew when the Fair Foundation
engaged a contractor to begin work on the amphitheater even though it only
had secured $2.8 million of the estimated $4 million needed to complete the
structure. In June 2004, the Expo approached the County for a $1.7 million
loan to finish the amphitheater. According to meeting minutes, a Fair Board
member remarked that if the County would agree to the loan, the Expo
would forfeit its annual operating subsidy from the County, except for
maintenance and $40,000 earmarked for the 4H and FFA. In addition to
foregoing the General Fund subsidy, the Expo noted they were going to
implement a $3 facility fee on each amphitheater ticket sold to repay the
County.

County enters into
grant agreement with
the Fair Foundation for
$1.7 million in order to
complete construction
of the facility.

County Counsel subsequently advised the County Board of Commissioners
that they could not legally loan money to the Fair Foundation, and that the
funding would have to be in the form of a grant. On July 7, 2004 the County
entered into a grant agreement with the Fair Foundation for an amount not
to exceed $1.7 million to pay for the remaining construction of the
amphitheater. Although the agreement did not legally require repayment,
the understanding was that the $3 per ticket facility fee would go toward
paying back the County’s General Fund.11

County expresses
displeasure when the
$3 ticket fee originally
planned to repay the
County cannot be
implemented, and feels
misled by the Expo.

At a subsequent meeting on November 30, 2004, the Expo informed the
County that Britt Festival officials were opposed to a ticket surcharge that
would go toward repayment of the County’s contribution to the
amphitheater. Britt had already contracted with the Expo to hold concerts at
the amphitheater, and since the Britt contract was signed prior to the
County’s grant agreement with the Fair Foundation, the $3 ticket fee could
not be implemented. The County Board of Commissioners expressed their
10

The Friends of the Fair Foundation was incorporated in 1997 as a non-profit organization
to seek private donations to support various Expo projects and long-term goals, including
construction of new projects such as the amphitheater.
11

Property sales proceeds were also earmarked to offset the funds provided to the Expo to
build the amphitheater; however, as of June 2011, the property had not been sold.
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displeasure at this news, with one Commissioner saying he would not have
agreed to the contribution and that the Board had been misled.
Since construction of the amphitheater started without having total funding
in place, the County Board of Commissioners felt it had been placed in the
position of leaving the structure half done or redirecting resources to an
activity that was not an established fiscal priority.
2005-2009
The Expo anticipates
that completion of the
new amphitheater will
infuse cash and put the
Expo in range of being
financially independent
from the County.

After the amphitheater’s first season in the summer of 2005, a news article
noted, “An infusion of cash generated by the new amphitheater has put the
Fairgrounds and Exposition Center within range of its goal of financial
independence from Jackson County.” The article quoted the Expo Director as
saying, “If all funding went away, we’d make it as a stand-alone entity.”
However, as Table 1 shows, transfers and maintenance assistance from the
General Fund continued.

The economy and
changing concert
dynamics are cited as
a cause for
significantly reduced
rental revenue from
the amphitheater.

For the first several seasons, Britt paid the Expo between 8-10% of gross
receipts up to a maximum of $15,000 per concert at the amphitheater,
depending on the number of concerts produced. Financial records show that
the Expo generally received the maximum $15,000. In the Britt contract for
amphitheater use for the 2009 season, the Britt Executive Director noted
that the 2009 season was expected to be a challenging year economically for
Jackson County and for the whole US economy in general. In addition to a
poor economy, there was a global concert collapse due to changing concert
dynamics. As a result, the 2009 contract with Britt Festivals specified rent of
$5,000 per production, with rent waived for the sixth event. The 66% drop in
rental revenue impacted the Expo’s ability to operate without subsidy from
the General Fund.

2009
The Expo requests
$767,000 for new
restrooms and an
office upgrade, which
is beyond County
expectations.

The most recent controversy between the County and the Expo was over a
funding request to construct a new restroom and shower facility and to
improve the Expo’s office space. In a December 2008 Budget Committee
meeting, the Expo reflected it had done a good job with balancing its budget
and anticipated requesting capital improvement projects in the upcoming
budget process. Accordingly, in April 2009 the Expo submitted a budget that
included a $476,000 request to build a new restroom and shower facility and
a $291,000 request to improve office space. Although there was consensus
that the existing restrooms were outdated, the County Budget Committee
felt the request went far beyond what it was expecting. After lengthy
discussion, the Budget Committee agreed to discuss the funding request at a
later date when more information and documentation with alternatives were
available.
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The Budget Committee approved $300,000 in the 2010-11 Capital Projects
budget for a new restroom and shower facility at the Expo, but did not
approve the office improvements. The Expo subsequently asked the County
Board of Commissioners to consider using these funds to help cover a
projected operating budget shortfall for the 2010-11 fiscal year. The request
has not been approved, but will be considered if the Expo can obtain private
investments to fund the restroom and shower project.
____________________
___________
_____
____ _ _______
Facility usage affects profitability levels and requires effective management
Changing Conditions
strategies to successfully address and overcome changing socioeconomic
conditions and other challenges.
____________________
___________
_____
____ _ _______
2010
The Budget Committee
approves new
restroom and shower
facility, but not the
office remodel.

The Expo facilities are to
be used to their fullest
extent; however,
changing conditions
have presented
challenges to achieving
this goal.

Effective management
controls and actions
are needed to address
changing conditions.

By County Ordinance and State Law, the Expo’s facilities are to be used to
their fullest extent for the pleasure, recreation, and public benefit of the
residents of Jackson County. Over the years, changing socioeconomic
conditions have affected the Expo’s ability to use its facilities to their fullest
extent. These socioeconomic changes include, but are not limited to, the
current economic downturn which resulted in cancellation of some bookings,
the changing dynamics of the concert industry, and the declining paid
attendance at the annual fair. Although these factors present challenges, it is
the Expo’s responsibility to implement sound management strategies to
address and overcome the negative impacts on facility use and profitability
levels.
Effective management controls include: financial and operational
information that is reliable and possesses integrity for decision making;
decisions and actions that are compliant with policies, laws, regulations, and
contracts; and operations that are performed in an effective, efficient, and
equitable manner. Each of these internal control aspects is discussed
separately in chapters 3 through 5 of this report.

__

________________
____
_ _______
State law and County Ordinance authorizing a volunteer board to govern
Governing the Expo
the Expo hinders the County’s ability to hold the Expo accountable;
however, the County influences governance processes through its selection
of Fair Board members.
____________________
_________
_______
_____ _______
The Fair Board is
ultimately responsible
for the exclusive
business and financial
management of the
Expo.

State law mandates that in counties holding county fairs the county court of
such county (Board of Commissioners) must appoint a county Fair Board and
that the Fair Board has exclusive management of the fairgrounds and all
other property owned, leased, used or controlled by the county and devoted
to the use of the county fair, and is entrusted and charged with the entire
business management and financial and other affairs of such fair. Over the
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years, there has been debate as to whether the law applies only to use
during the annual county fair (a one week event) or to the entire fairgrounds
and its operations throughout the year. In Jackson County, this is a moot
point as County Ordinance and policy clarify that the Fair Board’s authority
extends to year round use of the County Fairgrounds and Exposition Park
facilities.
Deschutes and
Washington counties
have different
governance and
management structures
than Jackson County.

Jackson County’s governance and management model for the Expo differs
from the models used in Deschutes and Washington Counties. Deschutes
County has both a Fair Association and a Fair Board. The Fair Association
operated the fairgrounds facility year-round until severe financial issues
emerged about a year and a half after a new complex was built in 1999. The
County then stepped in, paid outstanding debts, and essentially took back
the facilities. The Fair Association now is responsible only for the annual
county fair. The Fair and Expo Center director reports to the Deschutes
County administrator and is required to follow all county policies. The
Deschutes County Fair Board provides input to the county administrator on
hiring and firing decisions of the Fair and Expo Center director, and sets
policy for the Fair and Expo Center. The Fair Board also establishes facility
rental rates and has authority to execute contracts.
In Washington County, the Board of Commissioners and the Fair Board
approved a Fair and Fairgrounds Agreement (FAFA) in March 2010 which
narrowed the focus of the Fair Board to planning, preparing, and producing
the annual County fair with the County managing all interim (non-County
Fair) activities. The purpose of the new agreement was to strengthen the
relationship between the County Board of Commissioners, the Fair Board,
and other stakeholder/user groups by creating a collaborative process for
both the County Fair and interim activities that optimizes operational
efficiencies and leverages the resources, staff, and expertise of the County.
The FAFA also created a Fairground Advisory Committee to provide advice
and counsel to the County Board of Commissioners on site-related initiatives.

The Fair Board has not
always held the Expo
Director to the same
standards that the
County Administrator
expects from appointed
Department Directors.

In contrast, Jackson County Ordinance authorizes the Fair Board to hire,
terminate, direct and otherwise supervise the activities of an Exposition Park
Manager (Expo Director). Although the Expo Director is required by
Ordinance to follow State laws, County policies and budgetary
appropriations, the position is accountable to the Fair Board, rather than the
County Administrator. This arrangement has, at times, been problematic
because the Fair Board has not always held the Expo Director to the same
level of accountability standards as the County Administrator expects from
other appointed Department Directors.
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Fair Board members
have less exposure to
County policies and
procedures, increasing
the risk of
noncompliance.

One of the contributing factors as to why accountability standards may differ
is that the Fair Board members are part-time volunteers who do not have the
same level of exposure to, or familiarity with, County policies as do the
County Board of Commissioners and the County Administrator. This creates
inherent risk that the Fair Board may unknowingly take or allow action that is
incompatible or out of compliance with County policies.

The Fair Board’s ability
to execute contracts
without County review
presents risks.

Another inherent risk originates in County Ordinance 265.04 which grants
the Fair Board authority to execute contracts necessary for the operations of
the Expo without review and approval by the County Board of
Commissioners. Although the Expo’s Use Agreement form contains a
notation “Approved by County Counsel,” according to the former Expo Fiscal
Manager and County Counsel the agreement has not been reviewed for
several years. In addition, the Expo’s other contracts have generally not
been reviewed by County Counsel. One of the problems with this
arrangement is that while the County Board of Commissioners has no control
over contract terms, or enforcement of contract terms, as the legal owner of
the fairgrounds, the County bears full liability if there is a legal challenge.

The County Board of
Commissioners
influence the Expo’s
governance and risk
management processes
through appointments
to the Fair Board.

The County influences how the Expo is governed and how risks are managed
through its appointments to the Fair Board. Accordingly, it is important for
the Board of Commissioners to assess the skills and experience needed to
strengthen the Fair Board prior to recruiting and appointing new members.
Presently, those interested in serving on the Fair Board are required to
submit an application that explains why they want to serve as a Fair Board
member, their qualifications and skills which would be valuable to the
position, and their personal and/or professional interests which are relevant
to the Fair Board.

Fair Board members
have backgrounds
conducive to making
the Expo successful.

To be effective, the Fair Board needs people who are interested in the Expo’s
operations and the members need to be committed to being active
participants once appointed. Attendance at Fair Board meetings is a key part
of commitment. As previously noted, currently there are seven Fair Board
members who have business and/or recreational interest in agricultural
activities and several members have financial backgrounds.
The following table summarizes Fair Board members’ appointment dates,
terms, and meeting attendance records for the period of January 2007
through December 2010.12

12

Two members’ terms expired in December 2010, and these members were not
reappointed. Two new members were appointed on February 2, 2011.
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Table 2: Fair Board Member Attendance and Interests as of December 2010
Date First Expiration
Attendance Jan
Expo Related Interests and
Member Appointed
Year
2007-Dec 2010
Experience
#1
11/29/89
2010
18 out of 39 – 46% FFA and Livestock
#2
3/19/98
2012
37 out of 39 – 95% 4-H, Junior Rodeo, Barrel Racing
#3
1/27/88
2010
35 out of 39 – 90% FFA and Agriculture
#4
1/31/07
2011
24 out of 3813 – 63% FFA, 4-H
#5
4/12/95
2012
31 out of 39 – 79% Friends of the Fair Foundation
#6
2/8/02
2011
38 out of 39 – 97% Stockmen’s Association
#7
2/26/03
2011
37 out of 39 – 95% FFA, Livestock Auction
Two members have
served on the Fair
Board for over twenty
years.

Fair Board members are appointed by the County Board of Commissioners to
three-year terms; however, they can be reappointed without limit. As of
December 2010, four of the seven Fair Board members had served ten or
more years, with two serving for more than 20 years.
There are varying opinions as to how long board members should be allowed
to serve, but some believe that effective boards should change over time
because change brings new insight, knowledge, judgment, and analytical skill
to the governance process. While neither State law nor County Ordinance
prohibits ongoing reappointment to the Fair Board, members on the State’s
County Fair Commission are prohibited from serving more than two
consecutive, three-year terms. State law does authorize the County Board of
Commissioners to remove a Fair Board member for inefficiency, neglect of
duty, misconduct in office, incompetence, incompatibility, dereliction of
duty, or other good cause as those terms may be defined by County
Ordinance.
Currently there is no formal process to evaluate individual Fair Board
member’s performance. A disciplined process for assessing performance
would be beneficial for making decisions to reappoint or remove individual
Board members. Performance measures could include such things as
meeting attendance rates, participation on committees, understanding of
the industry, communication skills, fund-raising ability, adherence to laws
and policies, success in meeting organizational goals, and enhancing
profitability of operations.
Assessing performance of the Fair Board as a whole also is needed to
determine if the Board is making sufficient progress on becoming selfsufficient. County Ordinance does require semiannual meetings of the Fair
Board and the County Board of Commissioners to discuss topics of mutual
concern.
13

Fair Board member #4 was not appointed until January 31, 2007.
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In addition to holding periodic meetings between the County and the Fair
Board, a County Commissioner is assigned as a liaison to the Fair Board.
Interactions between the liaison and the Fair Board can provide insight on
individual Fair Board members’ contributions to the Expo’s governance and
risk management processes and help assess the Expo’s commitment to and
progress on its goal of becoming self-sufficient.
Attendance at Fair Board meetings is one way that the liaison can keep
current on the Expo’s activities, plans and accomplishments. While it has
been a goal for the liaison to attend Fair Board meetings, for the past few
years the assigned liaison has not been able to consistently attend Fair Board
meetings. A new County Commissioner was appointed as the Expo’s liaison
in January 2011, and while the Commissioner expressed a commitment to
Expo liaison duties, scheduling conflicts have already impacted attendance at
Fair Board meetings. In addition, the County Commissioners provide brief
updates on liaison duties during the Board of County Commissioner staff
meetings.
Recommendations and Management Response
Recommendations for the Fair Board
Management Response by Current
and Expo Director
Expo Director Dave Koellermeier
1. To better ensure that the Expo’s
1. The combination of the County
governance processes are directed at
Commissioner liaison attending
activities that reduce and ultimately
each board meeting and observing
eliminate County General Fund
the performance of the board
subsidy of the Expo’s operations, and
members first hand along with the
to ensure that individual Fair Board
ability of the County
members are contributing to the
Commissioners to replace a board
overall success of the Expo, work
member at any time, as delineated
with County Board of Commissioners
above, provides sufficient oversight
to establish agreed-upon measurable
and opportunity to evaluate the
performance standards for Fair
individual board members
Board members and monitor
contributions to the overall success
progress at least annually.
of the Expo.
2. To better ensure that there is
2. Agree
adequate communication and
sharing of information with the
Expo’s County Commissioner liaison,
provide the liaison with periodic
updates in addition to Fair Board
meeting minutes, especially when
the liaison is unable to attend the
Fair Board meetings.
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Recommendations for the Fair Board
and Expo Director
3. To encourage fresh ideas, consider
recommending to the Board of
Commissioners that Fair Board
member terms be limited to no more
than a set number of years.
4. To improve compliance with County
policies, require the Expo Director to
educate the Fair Board members on
key policies and keep them apprised
of policy revisions.
5. To improve compliance with County
policies, the Fair Board should hold
the Expo Director accountable for
abiding by and enforcing such
policies.
6. To better ensure sufficiency of
contract terms, have County Counsel
review the standard short term use
agreement annually and long-term
contracts when they are initiated or
renewed.

Management Response by Current
Expo Director Dave Koellermeier
3. Agree

4. Agree

5. Agree

6. I have a standard form we use for
long term and short term sales
contracts. The short term form has
been approved by County Counsel.
I agree that the County Counsel can
and should review the short term
and long term sales contracts for
adequacy on an annual basis and
implement wording changes to
protect the Counties interests.
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Chapter 3
Internal Controls
Reliability of Financial Information
________________________
__________
____________
_______
The Expo’s internal controls have not been adequate to ensure that
Reliable Financial
financial information presented to the County and Fair Board is consistently
Information
reliable, which has led to misstatements of the County’s financial records
and to cost analyses that have been ineffective for sound decision making.
________________________
_____________________
_ _______
Accurate accounting
information is needed
to fairly present the
County’s financial
statements and to
make sound decisions.

Accurate accounting records are vital because the information is used for
making decisions by those both inside and outside of the County.
Government managers have a fundamental responsibility to provide
appropriate reports to those who oversee their actions and to the public in
order to demonstrate accountability for the resources and authority used to
carry out government programs and the results of those programs. The
Expo’s financial information is part of the public record of the County’s
financial reports and those records are requested by grantors and bond
rating agencies.
By State law, the County is required to have a financial statement audit
conducted annually by an independent certified public accounting firm;
however, the responsibility for the accuracy of the presented data and the
completeness and fairness of the presentation rests with the County. The
external auditor expresses an opinion as to whether the data, as presented,
is accurate in all material aspects and is shown in a manner designed to
present fairly the financial position and results of operations of Jackson
County as measured by the financial activity of its various funds.

County management is
expected to establish
internal controls that
produce financial
information that
complies with GAAP.

To provide a reasonable basis for the auditor’s opinion, County management
is expected to establish a comprehensive internal control framework that is
designed to compile sufficient reliable information for the presentation of
the County’s financial statements in conformity with generally accepted
accounting principles. The goal of the independent audit is to provide
reasonable assurance that the financial statements of the County are free of
material misstatement.

The external auditors
have commented on
financial issues at the
Expo in three of the last
four years.

Although the County’s external auditor has not found material misstatement
of the County’s financial statements, the external auditor annually issues a
letter to the County Board of Commissioners noting areas where
improvements should be made to the County’s accounting records and
procedures. Comments by the County’s external auditor are not viewed
favorably and can cause embarrassment to the County Board of
Commissioners.
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In the external auditor’s letter to the County Board of Commissioners, the
Expo has received comments about areas needing improvement in three of
the last five years. These issues are discussed in later sections of this
chapter.
As an Enterprise Fund, the Expo is expected to be self-supporting primarily
through user charges. Cost analysis is a helpful tool to address fiscal issues,
identify inefficient or ineffective activities, and help justify fee increases.
Effective cost analysis begins with effective cost accounting and cost
allocation systems.
A review of the Expo’s
cost information found
indications of
significant deficiencies
in accounting structure
and costing systems.

Initial review of the Expo’s cost information found indications of significant
deficiencies in the overall accounting structure and costing systems. To
supplement resources and validate early Internal Audit concerns, RMA, a
consulting firm, was engaged to further analyze and report on the Expo’s cost
system methodologies. RMA confirmed that the Expo’s cost analysis
processes and cost allocation systems were in disarray. Detailed information
is provided in RMA’s separate report; however, where appropriate the
consultant’s information is incorporated into later sections of this chapter.

________________________
_______________
______ _ _______
The Expo’s lack of adherence to County directive and governmental
Under-reported
accounting standards caused capital assets to be under-reported by
Capital Assets
$624,759 in the County’s financial records for 2007-08.
________________________
_____
________________ _ _______
Accounting standards
require donations to be
recognized at fair
market value on the
date donated.

Governmental accounting standards require that donations be recognized in
the fiscal year in which all eligibility requirements have been satisfied. In
addition, donated capital assets are to be stated at their fair market value on
the date donated. Each year in May, the County’s Finance Department sends
a memorandum to departments reminding them of procedures that need to
be followed in conjunction with closing the County’s financial books for the
fiscal year. The memorandum includes the following instructions:
Donated Capital: The Government Accounting Standards Board
requirements regarding the reporting of assets are stringent and must be
followed. Each department that has received any donated capital with a
value over $5,000 must report this to Accounting.

The Expo did not report
the value of a donated
building.

In 2008-09, the County’s Finance staff identified a building at the Expo that
had been donated to the Exposition Park Fund by the Fair Foundation in the
previous fiscal year (2007-08). The County added the $624,759 value of the
building to its capital assets in 2008-09; however, it should have been
recorded as an asset in 2007-08. The Expo was expected to report the
building’s value to the County’s Finance Department, but overlooked doing
so in the year the building was completed.
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As shown in the following table, the Expo’s failure to report the building
upon completion resulted in the Exposition Park Fund’s capital assets being
under-reported by 5.7% in 2007-08.
Table 3: Effect of Omitting Donated Capital as of June 30, 2008
The omission caused the
Capital Assets recorded in County’s Comprehensive Annual
$10,336,561
Expo’s capital assets to
be under-reported by
5.7 %.

Financial Report (CAFR) at June 30, 2008
2007-08 Omitted Capital
Total Assets that should have been recorded in CAFR
Percent Capital Assets Understated at June 30, 2008

$624,759
$10,961,320
5.7%

The County’s external auditor, in a letter to the County Board of
Commissioners, formally commented on the Expo’s failure to report the
donated building. The external auditor recommended that the Expo
establish procedures to report donated capital assets to the County so that
assets are properly reflected in the County’s financial statements on a timely
basis.
________________________
______
_____________ ___ _______
Advance sponsorship payments were incorrectly posted in 2009-10 causing
Advance Sponsorship
misstatement of revenue and ending fund balance in the County’s financial
Payments
records.
________________________
__________________ ____ _______
Accounting standards
require donations to be
recognized in the year in
which all eligibility
requirements have been
met.

As previously noted, the Exposition Park Fund is an Enterprise Fund. In
accordance with generally accepted accounting principles, Enterprise Fund
financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Under this method,
revenues are recorded when earned, regardless of when the related cash
flows take place. In addition, donations are recognized in the fiscal year in
which all eligibility requirements have been satisfied.

The Expo incorrectly
recorded advance
sponsorship payments in
the year cash was
received rather than in
the year revenue was
earned.

In 2009-10 the Expo received two $50,000 contributions from the same
sponsor, the first in July 2009 and the second in January 2010. Both
contributions were initially recorded in the 2009-10 fiscal year. In a January
20, 2010 communication to the former Expo Director, the former Expo Fiscal
Manager noted they needed the $50,000 sponsor donation in 2009-10 due
to a financial deficit. The January 21, 2010 Fair Board meeting minutes
reflect that the sponsor came in early with its donation and the check shows
that the second payment dated January 21, 2010 was the one that, in
accordance with the sponsor agreement, was due on July 10, 2010. During
the 2009-10 year-end closing process, County Finance staff noted the
payment was for the following fiscal year and moved the second payment to
2010-11 revenue.
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Subsequent to year-end close, Internal Audit staff obtained and reviewed a
copy of the sponsorship agreement. The agreement showed that the
sponsorship term was for six years beginning in 2009 and ending in 2014, but
that the payments were to be made over the first three years of the
agreement.14 The recording of this advance payment based on
documentation at the time of payment as revenue when cash was received
did not adhere to Generally Accepted Accounting Principles and relieved the
Expo’s cash flow deficit.
To satisfy revenue recognition principles, $25,000 needed to be recorded as
revenue in each of the six years of the agreement. The early payments
represented unearned income, which was a liability and therefore the Expo
should not have used the cash advance to pay for current operations. The
following table shows the effect of the advance sponsorship posting errors
on fund balance for 2009-10.
Table 4: Effect on Exposition Park 2009-10 Fund Balance of
Incorrectly Posting Advance Sponsor Payment
Errors in posting
advance sponsor
payments caused
ending fund balance to
be misstated.

The external auditors
commented on the
Expo’s accounting errors
in a letter to the Board
of Commissioners.

2009-10
Ending Fund Balance if Finance staff had not made
year-end adjusting entry
Unearned income adjusted by Finance staff
Ending Fund Balance 6/30/2010 as reflected in County’s
Comprehensive Annual Financial Report
Less additional that should have been unearned at
6/30/2010 due to advance sponsor payment
Ending Fund Balance if additional unearned revenue
had been posted at 6/30/2010

51,800
(50,000)
1,800
(25,000)
(23,200)

The County’s external audit firm was notified of this issue and they verified
that an additional $25,000 should have been included in unearned income at
June 30, 2010. The County’s external audit report had been issued, but the
management letter that is provided to the County Board of Commissioners
had not been finalized. The management letter was revised to include the
following comment:
The County maintains an Exposition Park Enterprise Fund which, except for
depreciation, is required to be self-supporting primarily through user
charges. During the 2009-10 fiscal year, the unrestricted net assets
decreased by $181,120 and at June 30, 2010 the Fund had unrestricted net
14

On March 3, 2011 the sponsor amended the 2009 sponsorship agreement to show a
contract term of 2009 through 2011. According to the current Expo Director, the original
intent of the agreement was to receive equal sponsorship payments once a year for three
years, as clarified in the 2011 sponsorship agreement amendment.
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assets of $1,800. The unrestricted net assets at June 30, 2010 included a
$25,000 sponsorship payment that was received in advance and should
have been recorded as an unearned revenue liability at June 30, 2010. If
this advance sponsorship payment had not been recognized as revenue
during the 2009-10 fiscal year, the Fund would have an unrestricted net
assets deficit of $23,200 at June 30, 2010.
We recommend that the County take appropriate action to correct the
unrestricted net assets deficit. We also recommend that the Fund be
operated on a self-supporting basis as required to assure that the Fund does
not over-expend its resources in future years.

In 2007, the same sponsor provided a large donation to the Expo to help
address another cash shortfall. The Expo’s original intention was to offer a
multi-year sponsorship in exchange for the donation, but the donor decided
to make the donation without any obligations. After receiving the one-time
payment, the Expo acknowledged the donor as a major sponsor for the next
three years. Since there were no restrictions on the donation, it was
appropriate to recognize the entire payment in the year in which the cash
was received, rather than over the course of a set number of years.
________________________
___________ ___________ _______
Revenue
received
through
PayPal
for
advance ticket sales was not fully
Under-reported
transferred to the County’s bank account at year-end, causing cash to be
PayPal Cash
under-reported in the County’s financial records for 2006, 2007, 2008, and
2009.
________________________
__
________ ____________ _______
A PayPal account was
established to facilitate
online sales but
required manual
processing to transfer
funds to the County.

To facilitate online sales, the Expo established a PayPal account. Prior to
setting up the account, the Expo discussed online sales options with the
County Finance Director. The Finance Director’s initial preference was to use
the County’s bank merchant services to ensure the funds were automatically
transferred on a daily basis. Due to compatibility issues, this was not an
option. The Finance Director noted that PayPal could be used as a gateway
as long as information requirements could be met, and if summarized
payments could be transferred to the County’s primary bank account. The
individual PayPal transactions were not automatically recorded in the general
ledger, which required the former Expo Fiscal Manager to periodically
transfer funds to the County’s bank account.

The Expo did not
transfer all PayPal
funds as of June 30
resulting in unrecorded
cash and underreported revenues and
expenses.
____________________

The year-end closing memorandum that County Finance Department staff
sends out instructs departments on how to account for funds received
before July 1. In accordance with this memo, all funds “on deposit” with
PayPal at June 30 should have been transferred to the County’s primary bank
account. Instead, the Expo left a balance in PayPal to cover services fees. In
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addition, the transfers made and recorded by the Expo were net of fees,
which caused both revenues and expenses to be understated. Failure to
properly account for the funds in the PayPal account resulted in the following
inaccuracies at June 30:
Table 5: Improperly Recorded PayPal Transactions
Fiscal Year End
June 30, 2009
June 30, 2008
June 30, 2007
June 30, 2006

Amount Cash Understated
$3,775
$2,371
$5,106
$8,745

Revenue/Expense
Understated
$3,533
$6,298
$4,240
Not Available

________________________
______
_________ _______ _______
Numerous efforts have been made to improve cost accounting systems
Efforts to Improve
pertaining to facility rental, in-house production of events, and overall
Cost Information
profitability levels; however, the Expo’s efforts have not consistently
produced complete and accurate cost information for decision making.
________________________
_______
_________ ______ _______
The Fair Board needs
comprehensive
information to make
sound decisions.

The Fair Board needs sound fiscal information to effectively make decisions.
The Fair Board receives the majority of its information from Expo
management staff and relies on management to present accurate and
complete cost information in a manner that is meaningful to the Fair Board.
The Fair Board, however, needs to be cognizant that management is also in a
position to filter or withhold information. Thus, a key role of the Fair Board is
to review and challenge management proposals, as well as add additional
perspective, consider a range of alternatives (best, worst, and most likely
case scenarios), properly assess options, and approve appropriate actions
that help the Expo achieve its goals.
A primary way that Expo management provides financial information to the
Fair Board is at regular monthly meetings. A review of past Fair Board
minutes showed that while Fair Board members appropriately raised
questions about management proposals, the proposals were not always
backed by detailed cost analysis even when prompt decisions were required.

The Fair Board has been
asked to make business
decisions based on
inadequate financial
data.

For example, at the January 15, 2009 Fair Board meeting, the former Expo
Director requested Board approval for two, 2009 Fair entertainment acts.
When a Fair Board member expressed concern over the high cost of the
entertainment, the Director stated he was confident that the headliners
drive all other sales. Another Fair Board member calculated the number of
tickets that would have to be sold to cover the entertainer costs and
wondered if it was a reasonable number. After discussion, the consensus
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was that many County residents would remain home that summer and
attendance would be good. The Fair Board then approved the entertainer
costs even though a formal cost analysis had not been presented.
The minutes of the February and March 2010 Fair Board meetings provide
another example where inadequate financial projections were provided to
the Fair Board. At the February meeting, the former Expo Director
recommended that the 2010 Fair admission price be raised by $1 and that
admission to concerts be free. The Director urged the Board to make a
decision on the free concert venue by the next monthly Fair Board meeting.
The subject was discussed at the March meeting; however, the Director did
not bring adequate analysis of the pricing options, and while the Fair Board
showed support, it delayed making a final decision.
Subsequent to the March meeting and prior to the Expo Director leaving
employment with Jackson County in April, a decision was made to raise the
Fair admission price by $1 and allow free admission to the concerts. When
the new Expo Director came on board in June, he quickly recognized that this
pricing strategy had not sufficiently analyzed and would likely result in
significantly reduced revenue. Therefore, he took immediate action to
implement a charge for reserved concert seating.
The Expo made many
efforts to improve the
reliability and integrity
of the Expo’s financial
information.

Although the Fair Board, at times, was given inadequate financial information
for decision making, the former Expo Fiscal Manager, with the
encouragement and input from both County Finance and County
Administrative staff, did make many attempts to improve the reliability and
integrity of the Expo’s financial and cost accounting information. A
consulting report issued in July 2007 encouraged the development of margin
reports to help determine profitability of activities.
The Expo Fiscal Manager’s efforts included establishing business units to
track revenue by building and setting up project numbers to track major
events such as the four Expo-produced events which include the County Fair,
Rodeo and Spring Fair, Harvest Fair, and Holiday Market. In addition,
numerous spreadsheets and forms were developed including request for
service forms, attendance use records, sales reports, sponsor/trade forms,
sub-budgets, cash flow projections, utility and other operating cost trends,
and margin reports. The Fiscal Manager also communicated the need for
tracking costs and operating in a profitable manner to all Expo staff.
Part of the impetus for improving the financial information was a comment
to the County Board of Commissioners by the County’s external auditor in
2007 expressing the need to address the Expo’s FY 2005-06 deficit fund
balance and over-expenditure of materials and services. As a result, the Expo
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Fiscal Manager drafted a Business Plan with the goal of reviewing financial
documents, observing daily operations, and improving event margins. The
Business Plan included establishing a Finance Committee to review the
Expo’s finances and make recommendations to Expo management and the
Fair Board. This committee was established in the fall of 2007 but became
inactive after approximately one year.15
Although numerous
efforts were made to
improve information,
reliable information
was not consistently
produced.

In spite of the actions taken and numerous efforts to improve the validity of
cost data, reliable financial information was not consistently produced.
Factors that appeared to contribute to the lack of success included time
constraints; lack of commitment by some staff to fully capture all costs;
disjointed planning, organizing, and directing efforts; and frequent and
ongoing modifications to forms and spreadsheets. In addition, costs shown
on event margin and management reports were not always accurate or
complete. For example, a spreadsheet created for the Harvest Fair included
a one-sided accounting entry causing the event to seem more profitable than
it really was. In addition, overhead costs generally were not included or were
extremely conservative on the margin reports. Staff costs appeared to
reflect only direct labor costs incurred during the event rather than all labor
costs required to produce the event (pre-event planning and administrative
work, direct work hours during the event, and post-event administrative
work). RMA, the consulting firm hired to review the Expo’s cost practices,
also found the Expo’s financial information to be incomplete and inaccurate.

________________________
___________________
___ _______
The
County’s
E-1
financial
system
is
capable
of
providing
cost
accounting
Financial Accounting
information for decision making, however the Expo’s current financial
Structure Setup
accounting structure is not set up to fully capture this information.
________________________
_______
___ ____________ _______
Expo staff have spent
considerable hours
creating Excel
spreadsheets because
they have not believed
the County’s financial
system could meet their
financial needs.

By Ordinance, the Fair Board is required to utilize the County’s accounting
system unless the system is identified as not being suitable or adequate for
Exposition Park purposes. In the past, the Expo staff have indicated they did
not believe the County’s E-1 financial system was capable of meeting their
needs. Consequently, Expo staff spent considerable time creating and
maintaining spreadsheets in an attempt to capture cost information needed
for determining the actual cost and profitability of individual events. As
stated previously, these spreadsheets have not been completely successful in
providing reliable information.

A revision to the Expo’s
The County’s E-1 financial system is structured to provide flexibility in
financial structure would
financial reporting, but this flexibility has not been fully utilized by the Expo
aid in generating much of
in a manner that allows tracking of revenues and expenses by venue and
the needed financial
information from the
15
The Expo has currently reestablished the Finance Committee.
County’s E-1 financial
system.
____________________
________________
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activity/event. RMA suggested that a revision to the business unit and
project number structure of the reporting hierarchy would allow much of the
information needed by the Expo to flow directly from the E-1 system.
The Expo’s current financial structure uses project numbers for events and
business units for venues. RMA felt this needed to be reversed so that
project numbers would be used for venues and business units used for
events. RMA also concluded that reporting could be further simplified and
costs more easily allocated if one program was used rather than the two
programs (Fair and Interim Events) that are currently being used. Using one
program would allow reporting, cost allocation, and budgeting processes to
become less cumbersome. The following diagrams show the existing and
RMS’s proposed accounting structure.

Figure 1: Current Expo Financial Structure
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Figure 2: Proposed Expo Financial Structure – Linear Setup

Data Access Studio
would aid Expo staff in
creating specialized
financial reports that
are not available in E-1.

Although a revision to the financial accounting structure would improve the
Expo’s ability to use E-1 information to generate meaningful E-1 financial
reports, there would still be a need for the Expo to produce some specialized
reports in Excel. To efficiently and effectively create specialized reports,
some County departments use Data Access Studio software to export E-1
data directly into Excel. The Expo Fiscal Manager does not have access to
Data Access Studio, and therefore has not utilized this data extraction
software.

___________________

____
______________________ _______
The Expo has not developed a reasonable method for allocating indirect
Indirect Cost
costs to rental rates and event activities which is important in
Allocation
understanding the full cost of providing services and making sound business
decisions.
________________________
______________________ _______
Indirect costs need to be
allocated to rental rates
and admission prices in
order to understand the
full cost of providing
services.

In order to understand the full cost of providing services, indirect costs need
to be allocated to direct activities and considered when establishing rental
rates and event admission prices. Indirect costs are those that have been
incurred for common or joint purposes. For the Expo there are two basic
categories of indirect costs: government-wide and departmental.
Government-wide overhead includes charges for: Board of Commissioners,
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Budget, County Counsel, Courier, General Administration, Human Resources,
Information Technology, Audit, and Treasury. Departmental overhead
includes but is not limited to expenses such as: management salaries,
utilities, memberships and dues, copier expense, and office supplies.
The County allocates government-wide overhead costs to direct service
departments (including the Expo) in proportion to the amount of service or
benefit received which is a common allocation methodology and one that
satisfies Federal grant reporting requirements. During the County’s annual
budget process, direct service departments are provided with the amount of
government-wide expense that will be charged to them in the ensuing fiscal
year. Department’s are then responsible for allocating these charges, as well
as departmental overhead charges, in a manner that is reasonable for their
operations.
The Expo allocates all
government-wide
indirect costs to the Fair
business unit, and all
utilities to the Interim
Event business unit. This
does not provide a clear
picture of the full cost of
providing services.

The Expo charges all government-wide indirect costs to the Fair business
unit. For departmental overhead, the Expo allocates management salaries
evenly between the two business units and all utilities are charged to the
Interim Event business unit. This allocation of government-wide and
departmental overhead does not provide a clear understanding of the full
cost of renting facilities or producing in-house events. For example, interim
events require the use of government-wide services such as accounts
payable and information technology, but these expenses are not reflected in
the cost of the events. Knowing the full cost of providing a service is
important when establishing fees or setting admission rates, even though it
does not necessarily mean that charges will or should be set at full cost.

Without accurate direct
and indirect cost data,
it is difficult to
determine if an event
was truly profitable.

Since the Expo did not have an effective method for allocating indirect costs,
RMA attempted to calculate an indirect overhead rate for the Expo.
However, RMA found the margin and manager’s reports to be incomplete,
causing the rate RMA calculated to be inaccurate. The purpose of the margin
report is to reflect all costs and revenues by individual event and to
determine the extent to which the event has been profitable.
A review of margin reports prepared by Expo staff revealed that the reports
only included minimal indirect costs and did not appear to include all direct
costs. Many of the spreadsheets had identical amounts recorded for costs:
$25 for Administrative Overhead, $15 for Staff Office costs, and $30 for Staff
Maintenance costs. Another manager’s report which is a slightly different
version of the margin report, frequently showed a flat $150 for overhead.
When questioned, the Fiscal Manager acknowledged that the overhead costs
shown on the margin and manager’s reports were included as a training tool
to make staff more aware of overhead costs, rather than as a true reflection

____________________
________________
Expo Internal Controls – Reliability of Financial Information

_____ __
Page 31

of actual overhead costs. Reflecting all overhead was a long-term goal of the
former Expo Fiscal Manager.
RMA also reviewed the Expo’s venue rental rates in an effort to determine if
the rates charged were covering direct and indirect costs associated with the
rental. RMA produced several different analyses since a lack of precise
expenditure data made it difficult to accurately determine how much costs
are recovered. The most realistic analysis, as determined by RMA, showed
that rental rates are between 34% and 54% short of recovering all direct and
indirect costs. Full details about RMA’s attempts to calculate an indirect
costs rate and rental cost recovery rate for the Expo are discussed in RMA’s
separate report. RMA concluded that a more thorough analysis needs to be
performed once complete and accurate data is available.
________________________
___________________
___ _______
It does not appear from the documents reviewed that the Expo has
Fixed and Variable
undertaken an effort to formally identify fixed and variable costs so that
Costs
these costs can be successfully managed.
________________________
___________________
___ _______
Identifying fixed and
variable costs and
managing them can
lead to increased
financial stability.

A fixed cost is a cost that does not change with increases or decreases in the
amount of service provided. A variable cost is a cost that increases or
decreases with increases or decreases in the amount of service provided.16
Identifying fixed and variable costs and then developing strategies to manage
and control them can lead to improved efficiency and financial stability.
RMA developed two spreadsheets to classify the Expo’s expenses into fixed
and variable categories. Based on the documents that RMA reviewed, they
concluded that it did not appear that Expo had previously undertaken an
effort of this nature. While RMA made an effort to assign costs
appropriately, RMA acknowledged that an argument could be made to the
contrary. RMA noted that initially it is important to assign all costs as either
fixed or variable and then develop a strategy to manage them. Over time
adjustments can be made to refine and control fixed and variable costs.

Fixed costs change very
little over time. Fixed
costs per event are
reduced by spreading
them over more events.
Variable costs are zero
if there are no events.

In the Expo’s financial reports, fixed costs were identified by RMA as those
which change little or not at all. RMA noted that as operational levels
increase, these fixed costs remain the same but are spread over more events.
Spreading fixed costs over more events reduces the fixed costs per event.
Variable costs are directly tied to events. Variable costs are attributable to
and change as each event occurs. If no events or venue rentals occurred
then variable costs would be zero. By holding variable costs down for each
event the profitability of that event can be increased.
16

Cost Analysis and Activity-Based Costing for Government by R. Gregory Michel
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Producing an event inhouse both raises fixed
costs and increases
risk.

RMA noted that if the Expo were to decide to produce more of their own
events and concerts in-house (beyond the existing four events), fixed costs
potentially would increase as it would likely be necessary to have more
internal staff and resources available to attend to all of the details of event
production. The increased fixed costs would be in addition to the risks that
the Expo would be exposed to for the success or lack of success for the
event. Variable costs in this situation would be controllable but entirely the
responsibility of the Expo staff to manage.

When the Expo rents
the facility the risk of
success or failure of
the event is shifted to
the promoter.

RMA noted when outside promoters are contracted to produce events using
Expo venues, an opportunity exists for the variable costs to be managed and
controlled. Fixed costs under this strategy are relatively uncontrolled, but
stable. An added benefit is that risks associated with the promotion and the
event’s success or failure can be contractually shifted to the promoter. Both
fixed and variable costs need to be recovered contractually. Profitability can
be impacted through managing the Expo’s variable costs in the contract.

Managing and reducing
fixed costs allows
services to be provided
at the lowest possible
cost.

RMA noted that identification and management strategies for the Expo’s
fixed costs would identify the basic cost of keeping the operation going.
These are costs over which the Expo has little control as long as they are
operating. Most utilities, basic labor costs, administrative costs, and facility
operations and maintenance fall in this category. Management and
reduction of fixed costs would allow the Expo to provide services, rent
venues, etc., at the lowest possible cost.

________________________
___________________
___ _______
Break-even points currently cannot be calculated with the existing level of
Break-Even
expense tracking, and this type of analysis is essential to profitability and
Points
financial independence for the Expo.
________________________
___________________
___ _______
The break-even point is
the level of sales at
which the next dollar
earned results in profit.

The break-even point is the level of activity at which both fixed and variable
costs have been met and the next dollar earned results in profit. Break-even
points should be used to answer questions about the effect of changes in
costs, volume, and selling prices. RMA noted that the manager’s report that
is produced by the Expo for events at the amphitheater comes close to being
a break-even point report for events. The report contains variable costs and,
with the inclusion of fixed costs, the break-even point could be calculated.

Deficiencies in
expenditure tracking
prevent an accurate
calculation of breakeven points.

The Expo’s current financial structure and use of Excel spreadsheets are not
sufficient to meet the Expo’s needs and calculate break-even points. These
deficiencies prevented the identification, in sufficient detail, to recognize and
assign fixed and variable costs. RMA calculated an “example” break-even
analysis illustrated in the table below. The analysis joins two events that are
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unrelated and uses budgeted and actual figures. While it seemed the Expo
had not undertaken an effort to formally identify fixed and variable costs, as
discussed previously, the “example” demonstrates what can be produced
once sufficient data is available.
Table 6:
RMA calculated an
“example” break-even
point for a combination
of two events.
The break-even point is
not very meaningful
since it is for two events,
but shows what could be
produced once accurate
data is available.

Identification of the cost per attendee can show if the prices are set at
appropriate levels and the event attendance required in order to break even.
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Recommendations and Management Response
Recommendations for the Fair Board
Management Response by Current
and Expo Director
Expo Director Dave Koellermeier
To help improve financial data reliability
and integrity it is recommended that the
Expo:
1. Follow the County’s directive to inform 1. Agree
the County’s Finance staff when capital
asset donations are received. This will
help ensure that assets are properly
reflected in the County’s financial
statements on a timely basis.
2. To ensure compliance with Generally
2. Agree
Accepted Accounting Principles,
ensure financial transactions are
adequately documented to support
revenue recognition.
3. Transfer and account for all PayPal
3. I cannot respond to recording of
funds in accordance with the County’s
PayPal transactions from 2006 to
Finance directive. This will ensure cash
2009 as this was before my tenure.
is accurately stated at year end and
The PayPal facility has not been used
comply with statutory depository
since July 2009, and there are no
requirements.
plans to re-introduce it. All cash will
be accurately stated at year end in
accordance with Finance directives.
4. Consider revising the E-1 reporting
4. See discussion of the cost structure
hierarchy for the Expo so that project
changes under response number
numbers are used for venues and
eight (8) below.
business units for events. This will
allow much of the financial
information needed by the Expo to
flow directly from the E-1 Financial
System.
5. Consider using only one business unit
5. Agree to request that current
along with RMA’s recommended
structure be converted to using only
multiple subprograms. This will
one business unit.
simplify reporting, cost allocation, and
budgeting processes.
6. Obtain Data Access Studio for the
6. Agree to request Data Access Studio
Fiscal Manager’s use. This will assist in
and consider its capabilities as a tool
creating financial reports in Excel that
for information reporting.
are not available from the County’s E-1
Financial System.
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Recommendations for the Fair Board
and Expo Director
7. Review and consider other
recommendations made by RMA, the
consultant hired to review the Expo’s
cost systems – See Appendix A.

Management Response by Current
Expo Director Dave Koellermeier
7. A revenue and expense tracking
initiative is needed in order to
improve and ensure all revenues and
expenditures are accurately and
consistently charged to the correct
location. I have read and considered
other RMA recommendations and
incorporated them into the following
discussion related to the direct and
indirect cost reporting
implementation.
8. To ensure the full costs of activities are 8. I agree with the recommendation
known and considered when setting
that a structure needs to be set up to
rental rates and ticket prices, the Expo
start allocating direct and indirect
should develop a Direct and Indirect
costs to events (fair, show, concert,
Cost Policy. The policy should address
mini event or other building rental),
if and how the rate will be applied to
so that all costs of the Expo
direct costs, and how indirect costs will
department are consistently
be recovered if they are not added to
allocated to an event. An overhead
rental rates and ticket prices.
rate will be adopted and used to
allocate indirect costs to events. This
accumulation of data, including
original entry of transactions,
allocation of overhead and related
reporting, will utilize the E1 system
for the data storage, with deemphasis of spreadsheets as a tool
for data storage, while minimizing
the need to re-key any data.
Incorporated into this new structure
is the identification of cost types as
to fixed and variable costs, to
enhance management control of
those costs, and the reporting will
have the capability for ad-hoc break
even analysis to be used as an
additional tool that management can
use for decision making.
The process to get to this result
includes the following steps:
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Recommendations for the Fair Board
and Expo Director

Management Response by Current
Expo Director Dave Koellermeier
 Initiate a revenue and expense
initiative. Currently some
transactions are a mixture of direct
and indirect costs and a set of rules
needs to be put in place as to how to
allocate these costs from invoices, or
to break them out if considered
significant.


Changes to front end processes will
be needed to record transactions of
original entry consistently and based
on a set of rules designed to code
costs to the correct
program/subprogram/object/subsidi
ary. Determine which vendors need
to have costs broken down or have
invoices modified to provide direct
costs by event.



Incorporate the new object and
subsidiary accounts that is being set
up county wide.



Define and layout the overall
structure for business units, sub
program, accounts, subsidiary
accounts, and subledger numbers.
The subledger function in E1 is well
suited to track direct event costs, as
the variability of the cost drivers are
at the event level. Indirect costs are
tracked at the sub program level,
with an allocation of the costs during
the year based on the budget (or an
estimate the first year) for these
overhead costs as each event occurs.
Periodically there would be an
overhead spending and volume
variance, which could be analyzed
and re-allocated to all of the events
during the year. There are
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Recommendations for the Fair Board
and Expo Director

Management Response by Current
Expo Director Dave Koellermeier
alternative structures that would
produce the same results, but this
seems to be the most efficient,
based on the unique departmental
cost behaviors.


Changes to payroll forms and payroll
input processing in order to capture
direct payroll hours by event, along
with the related payroll taxes and
benefits costs.



Implement solutions for utility cost
allocations, as one of the larger cost
drivers. Currently there is no
metering of utility cost by building,
so a structural change needs to be
made or an allocation method
implemented.



Identification whether DAS is to be
made a part of the reporting
solution, and if so, training and
designing of reports.



Accumulation of overhead and
indirect cost history, where needed,
to develop the overhead cost rates
to be applied to the events.



9. To increase financial stability, the Expo
should identify fixed and variable costs
so that they can be successfully
managed.
10. To help ensure the Expo is producing
profitable events, once detailed
expense information is available, Expo
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Produce reports by event which
includes revenues, direct costs,
indirect costs, event profit and
incorporates break even
functionality.
9. Identification of fixed and variable
costs is incorporated into and made
a part of the direct/indirect costing
project outlined under response
number eight (8) above.
10. A break even analysis (and sensitivity
analysis) will be part of any decision
to produce a new Expo event, prior
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Recommendations for the Fair Board
and Expo Director
management should perform a breakeven-analysis for each event.
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Management Response by Current
Expo Director Dave Koellermeier
to making a decision to have the
event. I will incorporate break even
analysis functionality into the
reporting for Expo produced events,
as indicated above under response
number eight (8).
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Chapter 4
Internal Controls
Compliance with Policies, Laws, Regulations and Contracts
________________________
___________________
___ _______
The
Expo’s
internal
controls
have
not
always
been
adequate
to
ensure that
Compliance with
the Expo’s decisions and actions comply with County policies, State laws
Policies, Laws,
including ethics laws, applicable regulations, and contract terms.
Regulations, and
Contracts
________________________

___________________

___ _______

Expo management must
comply with and
enforce County policies,
State law, and
applicable regulations.

Any entity, be it a government, a business, or a nonprofit organization, exists
to achieve some purpose. It is the role of management, which includes the
Fair Board and Expo Director, to provide the leadership needed for an entity
to realize that purpose. Furthermore, management is not free simply to act
in any way it might choose to achieve the entity’s goals. Rather,
management’s options and actions are circumscribed by constraints and
expectations, both implicit and explicit.17 These constraints include policies,
laws, regulations, and contract terms. County Ordinance 265 states that the
Expo Manager (Expo Director) shall manage and direct the operation of the
Expo in accordance with State law, Fair Board policies, and County policies.
In addition, the Expo Director’s job description states that the Director will
establish policies, procedures, work rules, safety requirements, and
performance standards to assure the effective, efficient, and safe completion
of assigned operations in compliance with County standards and legal
requirements.

Expo management may
view policies as “red
tape.”

Although Expo management is expected to follow and communicate
applicable laws and policies to staff, a number of situations were identified
that showed a lack of attention and adherence to policies and laws at the
Expo. Since the Fair Board members serve on a volunteer basis, and do not
have daily exposure to County policies and procedures, they must rely on the
Expo Director to adequately communicate policies and procedures to the Fair
Board and the Expo staff. When management does not view County policies
as important to achieving goals and objectives and, in fact may view internal
controls as an obstacle to achieving goals, there is less incentive for adequate
communication to occur. For example, the Expo Director stated in an
interview in March 2010 that “the Expo is outcome oriented and the County
is process oriented,” which did not fully demonstrate a commitment to
follow policies and procedures. In such an environment employees are more
likely to see internal controls as “red tape” that can be cut through as
needed to get the job done. Resulting noncompliance issues may be costly
to fix and can increase risk to the organization.
17
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The following sections discuss areas where actions were identified that did
not comply with County policies, State laws, applicable regulations, or
contract terms.
________________________
___________________
___ _______
Payments were made from the Exposition Park checking account that
Exposition Park
should have been reported to the IRS on a 1099 form.
Checking Account
________________________
___________________
___ _______
State law allows for an
Exposition Park
checking account in
order to make prompt
payments required by
any county fair.

The County is required
to send a 1099 report to
the IRS for all service
vendors receiving $600
or more in a calendar
year.
Payments from the
Exposition Park
checking account do not
interface with the
County’s 1099 reporting
system.

There were three
payments from the
checking account that
should have been
reported on a 1099
form.

With the knowledge of the County Treasurer, and as allowed by ORS 565.315
- Handling and disbursing of moneys in connection with county fairs, an
Exposition Park checking account was established in 1988. Per the ORS, the
account was to be used to pay prize moneys, premiums, wages, necessary
cost of repairs, and other claims requiring prompt payment in connection
with any county fair. The original account was a temporary account that was
made available June through August of each year for use during the annual
fair. As required by ORS, the checks were to be signed by the Fair Board
President and Secretary. In 1991 the account became a permanent account
available year around and the Fair Board delegated signature authority to the
Expo Director and Expo Fiscal Manager (then Administrative
Assistant/Assistant Manager).
The Internal Revenue Service requires businesses (including not-for-profit
organizations) to issue a Form 1099 to any individual or unincorporated
business paid in excess of $600 per calendar year for services rendered. In a
December 30, 1991 memo, the County Finance Director explained 1099
reporting requirements and the impact on the Exposition Park checking
account. The Finance Director explained that the County was now reporting
Tax Identification Numbers (TIN) for all payments, excluding refunds. Since
payments made to anyone through the Exposition Park checking account do
not directly interface into the County’s 1099 reporting system, the Expo
would have to send the Finance Department a detailed listing of all payments
made so that records could be manually adjusted. The Finance Director
stated that his office could not take on the responsibility of manually
updating the financial records and recommended that the checking account
be used as little as possible to avoid this situation.
For the period of May through July 2009, there were three payments totaling
$2,600 to a concessionaire that do not appear to have been included on a
1099 report to the IRS. The concessionaire did receive a 1099 from the
County for $3,225, but this was for payments that had been paid through the
County’s Accounts Payable system, and did not include the $2,600.
The 1991 memo from the Finance Director made the Expo Director aware
that payments requiring 1099 reporting should not be made from the
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Exposition Park checking account; however, the Expo Director may not have
communicated this to other management staff that were authorized to sign
checks on the account. The County is subject to a per vendor fine for failure
to file a 1099 form. The fine can vary from $30 to $100 per vendor for failure
to file with reasonable cause, or $250 to no upper limit for intentional
disregard to filing.
________________________
___________________
___ _______
Cell Phone Allowances Cell phone allowances were paid to Expo staff from the Exposition Park
checking account contrary to the County’s Cellular Telephone Usage Policy
and stated checking account procedures.
________________________
___________________
___ _______
Cell phone allowances
are available for
management,
confidential employees,
and elected officials,
but the Expo’s
represented employees
must use county
provided cell phones.

Under the County’s Cellular Telephone Usage Policy, Department Directors,
or authorized designees, are to determine when it is deemed necessary for
an employee to carry a cellular phone based on safety, emergency, and
productivity reasons. There are currently two options for employees
requiring a cell phone: a cell phone allowance or County supplied cell phone.
Cell phone allowances are currently only available for management,
confidential employees, and elected officials. These allowances are
considered taxable benefits and are processed through the payroll system.
Cell phone allowances are not currently available for the Expo’s represented
employees as this would be considered a fringe benefit. Fringe benefits must
be in a policy set by the County Board of Commissioners or in the collective
bargaining agreement. Currently Expo’s represented employees are required
to use County provided cell phones.

The Expo paid cell
phone allowances to
represented employees
who were not eligible
for this form of
compensation for the
period of 2003 - 2009.

A previous internal audit issued in December 2009 revealed that the Expo
had been paying some Expo represented employees $35 per month for cell
phone reimbursements. The reimbursements represented a cell phone
allowance as the payments were a flat $35 per month. It did not appear that
the employees submitted invoices requesting reimbursement for business
calls. The allowances totaling $8,395 were paid for the period of 2003 to
2009. Cell phone allowances are considered compensation but the Expo
Director did not have the authority to grant additional compensation in the
form of cell phone allowances for the Expo’s represented employees. The
ability to set compensation rests with the County Board of Commissioners as
defined in the Home Rule Charter, and is delegated to the County
Administrator in the Codified Ordinance. In addition, the 1988 memo from
the Finance Director regarding the Expo checking account stated that the
account was not to be used for payments that should be handled through a
payroll system.

The Expo Director does
not have the authority
to grant this type of
compensation to an SEIU
employee.
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During a January 29, 2010 meeting with the County Administrator, the
former Expo Director indicated it was not his intent to violate any law and
that he was not aware of the County’s policy regarding cell phone
allowances. However, the Expo Director himself participated in the cell
phone allowance program as a management employee and, as a Department
Director, he was responsible for being familiar with and complying with State
law and all County policies and procedures.
The cell phone
allowances created a
position of liability for
Jackson County.

The cell phone payments created a position of liability for Jackson County.
Since the allowances were paid through the Exposition Park checking
account, rather than the County’s payroll system, wages and payroll taxes
were incorrectly reported to the State of Oregon, the Internal Revenue
Service, and Public Employee Retirement System. The County was able to
correct the wage reporting for 2009.

________________

___________________
___
_______
Local
Contract
Review
Board
Rules
were
not
followed
for
repair
work
Local Contract Review
performed at the amphitheater.
Board Rules
________________________
___________________
___ _______
Local Contract Review
Board Rules require
competitive quotes for
the purchase of goods
or non-personal services
over $5,000 but less
than $150,000.

The Expo hired a
contractor to perform
repair work without
obtaining competitive
quotes.

The County’s Purchasing Policy requires all purchases to conform to the
County’s Local Contract Review Board (LCRB) Rules. The LCRB Rules establish
a procedure to assure that each contract to which the County is a party has
met State and County competitive bidding and other purchasing
requirements. Purchases of goods or non-personal services under $150,000,
but more than $5,000, require the department to seek at least three
informally solicited competitive price quotes or competitive proposals from
prospective contractors.
A construction company was hired by the Friends of the Fair Foundation to
perform work on the Mace building at the Expo. The Friends of the Fair
Foundation did not have to follow LCRB Rules and, therefore, a competitive
process was not followed. While the construction company was on site, the
Expo had them perform $12,720 of repair work on the amphitheater. The
County was responsible for paying for the work and, therefore, should have
obtained three competitive quotes and prepared a separate contract.

The Expo put the County The County’s Facility Maintenance program performs much of the
is the position of
maintenance work at the Expo; however, the Expo did not consult with the
violating LCRB Rules.
Facility Maintenance Supervisor regarding the amphitheater repair prior to

having the work performed. Expo management is responsible for being
familiar with and complying with State Law, LCRB Rules, and all County
policies, and should have known about the competitive quote requirement.
The Expo put the County in the position of violating the LCRB Rules.
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Furthermore, other construction companies interested in performing work
for the County could have protested that the procurement did not adhere to
LCRB Rules.
__________

_________
___ _______
Compliance with the County’s travel policy was not always enforced.
Travel Policy
________________________
___________________
___ _______
The County’s travel
policy uses IRS meal per
diem rates including a
15% gratuity.

An Expo official
exceeded the gratuity
allowed by policy for
meals.

Meals for two Expo
officials exceeded the
allowed per diem rate
for a business trip.

Repeated
noncompliance with the
travel policy shows the
Expo staff’s lack of
regard for County
policies.

The County’s Travel Expense Allowance and Mileage Reimbursement Policy
addresses travel related expenses for employees who travel for business and
training purposes. Employees are expected to be conservative in lodging,
meals, and transportation expenses. Conservative means the least expensive
method reasonably possible. The County uses meal per diem rates
established by the IRS for business travel and requests for meal
reimbursements are not to exceed the amount listed by the IRS for the
designated location (including 15% gratuity).
In March 2008, the County Finance Department Accounting Clerk sent an
email to an Expo official noting that the gratuity on two meal receipts
submitted with a purchasing card summary exceeded the 15% allowed by the
travel policy. Reimbursement was not requested as the overage was
minimal, and the Expo official responded that they would check the gratuity
in the future.
In February 2010, the Finance Department Accounting Clerk noted that a few
charges on an Expo purchasing card were not in accordance with the County
travel policy. Meal charges for two Expo officials had been charged on the
purchasing card, with meal charges exceeding the per diem rate for both
individuals on one day. In addition, the Accounting Clerk noted that a tip for
one of the meals in question was 25%, which is 10% over the amount
allowed by County policy. The Accounting Clerk requested, and received,
reimbursement of $15.61 from each Expo official.
In March 2010, the County Finance Department Accounting Clerk again
noted two meal gratuities that exceeded the 15% allowed by County policy.
In each case, the amount of the excessive tip was small, but the fact that the
excessive tips continued after notification by the Accounting Clerk showed a
disregard for County policies by Expo officials.
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________________________
___________________
___ _______
Sensitive employee documents with Social Security Numbers were disposed
Disposal of Sensitive
of in an Expo dumpster, which is in violation of the County’s Consumer
Information
Identity Theft Protection Policy.
________________________
___________________
___ _______
The County is responsible The County’s Consumer Identity Theft Protection Policy states that the
County is responsible for protecting personal information of clients,
for protecting personal
customers, licensees, and employees from loss or misuse. Access to personal
information.

information is to be restricted to a “need-to-know” basis and available only
to those individuals authorized to use such information as part of their duties
and with the requirement that they keep the information confidential and
use it only for authorized business purposes. Documents are to be disposed
of by shredding at the expiration of their retention period.
Employee documents
with Social Security
Numbers were found
in a dumpster.

While at the Expo in December 2009, Internal Audit staff discovered
employee documents with Social Security Numbers in the dumpster. In an
effort to reduce their archive storage costs, the Expo had requested boxes of
documents from the County’s archive custodian contractor and was in the
process of reviewing the data and disposing of documents no longer needed.
The staff involved in the disposal apparently was not properly informed by
management of the disposal requirements of sensitive employee
information. Inappropriately disposing of documents with sensitive
information increases the risk of identity theft and exposes the County to
liability.

________________________
___________________
___ _______
Some personal use of email appeared to exceed the level authorized by
Use of County Email
County policy and some use was inappropriate in nature.
________________________
___________________
___ _______
The County’s computer
policy allows limited
personal email use as
long as such use is not
inappropriate or
offensive.

The County’s Computer System Operating and Security Policy states that
infrequent personal use of County email is authorized; however, personal
use must not interfere with the performance of normal work duties. In
addition, any email or attached photographs that could be offensive to
members of the public or other staff is inappropriate and under no
circumstances should email be used to criticize other employees or members
of the public. The policy further states that all computer system usage is
subject to monitoring. County employees do not have the right to, nor
should they have an expectation of, privacy or personal confidentiality while
using County systems.
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Personal email messages
to/from some Expo
officials appeared to
exceed the limited use
allowed by policy and
some were inappropriate
in nature.

Personal email to/from Expo officials, particularly by one individual,
appeared to exceed the infrequent use allowed by policy. While many of
these email messages could be perceived as humorous, others contained
racial slurs, religious bias, or were sexually suggestive. In addition, some
email made derogatory comments about individuals. Expo management was
aware of some of the inappropriate use as they were recipients of some of
the emails. In April 2010 the Fair Board President18 sent an email to Expo
officials reminding them to use good judgment when directing email within
the County’s email system. Subsequently there was a decrease of
inappropriate use, but some questionable use did continue. Since Expo
management did not adequately enforce the County’s policy regarding
personal use of email, staff productivity may have suffered. In addition,
inappropriate email use would reflect poorly on Expo officials and the County
if it became public.

_______________________
___________________
___ _______
It
is
not
clear
as
to
which
Expo
officials
have
signature
authority
for the
Contracts
Expo’s contracts and use agreements. In addition, Expo contract terms and
conditions have not always been consistently followed.
________________________
___________________
___ _______
The Fair Board Operating Policy gives the Fair Board the authority to execute
Contract terms are
meant to reduce the
contracts necessary to the operation of the Exposition Park. Contracts are
County’s exposure to risk. legally binding documents between two entities, and generally specify the
parties involved, payment amount and timing, and services to be provided.
The terms of the contract are meant to reduce the County’s exposure to risk.
Contract payment
terms were not
followed for a concert,
reducing the Expo’s
revenue from the
event.

Twenty-nine Expo Use Agreements were reviewed. Of these, the former
Expo Director signed 8, or 28% of the agreements; the Fiscal Manager signed
16, or 55% of the agreements; and 5 of the agreements were not signed by
an Expo official. No document was found showing that the Fair Board had
formally delegated signature authority for contracts to the Expo Director or
Fiscal Manager. The Expo Director’s job description states that the Director
is responsible for negotiating and preparing contracts, but does not mention
signing. The Fiscal Manager stated that agreements that deviate from
published rates when first negotiated are to be approved by the Expo
Director. If these events rebook for future dates, the Fiscal Manager can sign
the contract. If the Fair Board has not delegated signature authority to the
Expo Director or Fiscal Manager, they could be held personally liable. Also, if
something went wrong and there was no signed agreement for an event, it
would cause difficulties in determining who would be liable.
18

The Fair Board President was overseeing the Expo’s day-to-day operations after the
former Expo Director resigned in April 2010.
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A contract with a promoter for a concert at the amphitheater in July 2008
specified that the Expo would receive a flat $7,000 or 10% of gross ticket
sales, whichever was greater. The Expo was supposed to receive $10,638,
but the Expo only received the flat $7,000. The net amount the Expo
received appears to have been further reduced by 50% of the merchandise
sales from three separate concerts, even though the contract stated nothing
about sharing the merchandise sales. When asked about the discrepancy,
the former Expo Director stated it was not uncommon to amend the contract
if ticket sales were flat, or if the promoter was not doing well, in an effort to
encourage the promoter to continue promoting shows at the Expo. These
types of verbal agreements reduce revenue to the Expo and impact its ability
to become profitable.
Expo officials did not
obtain proof of fire
marshal approval prior
to an event. Multiple
fire and public safety
violations were
subsequently noted by
the Fire Marshal.

The standard Expo Use Agreement requires a certificate of insurance
showing general liability coverage and also requires fire marshal approval
and a fire safety sign-off sheet prior to the event. Generally, the Expo has
been diligent in making sure that event producers obtain appropriate liability
insurance; however, there was one event for which the fire marshal approval
and fire safety sign-off were not obtained. Fire District No. 3 received a
complaint during the event and a deputy fire marshal investigated, resulting
in ten State fire and public safety violations, including blocked exits.
Although the Expo’s failure to enforce the Use Agreement terms appears to
have been an oversight, failure to follow safety requirements put the County
at additional risk for fines, accidents, and lawsuits.

________________________
___________________
___ __ _____
Multiple incidents were noted that may not comply with State ethics laws,
Ethics
County Conflict of Interest Policy, or County expectations for ethical
behavior, which potentially creates liability issues for the County.
________________________
___________________
___ _ ______
Public officials may
not use their position
to gain a financial
benefit or avoid a
financial cost if the
opportunity is
available only because
of their position.

The County has set high ethical expectations for its employees and has
established a Conflict of Interest Policy that incorporates State ethics laws.
The Oregon ethics laws prohibit public officials from using or attempting to
use their positions to gain a financial benefit or to avoid a financial cost for
themselves, a relative, or their businesses if the opportunity is available only
because of the position held by the public official. Relative, as defined in ORS
244.020, includes the public official’s spouse and children, siblings, spouses
of siblings, or parents of the public official and spouse. During the 2007
session the Oregon Legislative Assembly revised the Oregon Government
Ethics law provided in Chapter 244 of the Oregon Revised Statutes. The
changes prompted many questions as to how to interpret and apply the
statues to a variety of circumstances; however, the laws emphasize the need
for a strong and favorable control environment.
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The governing board
and management
must lead by example
and set an ethical tone
for the entire
organization.

The control environment sets the tone of an organization and influences the
control consciousness of those working within the organization. Control
environment factors include, but are not limited to, integrity and ethical
values, management’s philosophy and operating style, and the attention and
direction provided by the governing board. The governing board and
management must lead by example, creating a “tone at the top” that sets
the standard for the entire organization and that consistently exhibits high
ethical and professional standards in its conduct.19

The County is strongly
committed to State
Ethics laws, and has a
written Conflict of
Interest Policy.

The County Board of Commissioners and the County Administrator have
demonstrated their strong commitment for adhering to State Ethics laws, by
establishing a written Conflict of Interest Policy, communicating expectations
for ethical behavior, and making adequate training available to County
employees. The County’s Conflict of Interest Policy prohibits its employees
and others from engaging in any activity, practice, or act which actually
conflicts with, may potentially conflict with, or gives the appearance of
conflicting with the interests of Jackson County, its customers, or its
suppliers, and requires employees to comply with applicable State and
Federal laws.
Under County policy, a potential conflict of interest exists when an employee
takes action that reasonably could be expected to have a financial impact on
that employee, a relative, or a business with which the employee or
employee’s relative is associated. An actual conflict of interest occurs when
an action is taken that directly and specifically affects land, a business, or any
other financial interest of an employee or an employee’s relative and is
reasonably certain to result in a financial impact.

The Expo has not taken
adequate steps to
ensure compliance with
State ethics laws,
County policy and
expectations.

Personal and business transactions need to be closely managed to avoid
perceived or real conflicts of interest that could violate County policy or State
Ethics laws. It is the responsibility of the Expo to monitor these transactions;
however, it does not appear that the Expo has taken sufficient steps to
adequately ensure business transactions, personal interests, and employee
responsibilities do not conflict with State mandates and County expectations
for ethical behavior.

A number of areas were
identified where there
were indications of
potential or actual
conflicts of interest at
the Expo.

During the audit, documentation and communications identified that some
Expo officials, as well as their family members, were involved in activities on
the Expo grounds. While Expo officials should not necessarily be denied
participation, they should not receive special privileges that are not offered
to the general public. In addition, they should be cautious of situations that
could give the appearance of, or actually result in, conflicts of interest.
19
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____________________
________________
Expo Internal Controls – Compliance with Policies, Laws, Regulations and Contracts

_____ __
Page 49

Conflicts of interest can erode the public trust and confidence in
government.
The following sections discuss areas where there were indications of
potential conflicts with State law, County policy and expectations for ethical
conduct.
________________________
___________________
__ _ _______
The Fair Board granted the use of a fuel credit card to the Expo Director
Vehicle Allowance
without the authority to do so, which resulted in an unreported tax liability,
and Fuel Credit Card
double reimbursement of fuel expense, and a potential ethics violation
since the benefit was not part of the Expo Director’s official compensation
package.
________________________
___________________
__ _ _______
The County
Administrator sets
compensation for all
personnel in service to
the County.

County Charter 6.24 states that the compensation of personnel in the service
of the County shall be fixed by the County Board of Commissioners. The
Commissioners delegate the authority to execute all appropriate personnel
actions, including hiring, appointments, terminiations, wage changes, etc., to
the County Administrator in Jackson County Ordinance 216.09. The Expo
Director is appointed by the Fair Board, but is “in service” to Jackson County;
therefore, the County Administrator sets the official compensation for this
position. Benefits gained from an official compensation package are not
considered to be ethical violations per ORS 244.040.

County vehicle
allowances are meant to
cover all business
mileage within the
County and are included
as taxable income.

The County has no written vehicle allowance policy, but in practice, a
monthly vehicle allowance has been approved on a limited basis for use of a
personal car within the boundaries of Jackson County. Because business and
personal use of the vehicle allowance is difficult to separate, the allowance is
considered compensation and included as taxable income. For travel outside
of the County, those granted a vehicle allowance are permitted to submit a
request for mileage reimbursement as appropriate; however, in no case
should an employee be reimbursed more than once for the same expense.

The Fair Board approved
both a vehicle allowance
and a fuel credit card for
the Expo Director.

Even though the Fair Board does not have the authority to set the Expo
Director’s compensation, in February 1995 the Fair Board approved a $350
per month vehicle allowance for the Expo Director. The allowance was not
approved by the County Administrator, but the benefit was processed
through the County’s payroll system and appropriately included as taxable
income. The Fair Board subsequently approved the use of a fuel card for the
Expo Director to fuel his personal vehicle.
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Since the fuel card is not
part of the Expo
Director’s official
compensation package,
it may be an ethics
violation.

County officials were not aware of the fuel card benefit. The County Finance
Director who retired in 2008 stated that if the Fair Board meeting minutes
had reflected the Fair Board’s approval of a fuel card for the Expo Director,
he most likely would have seen it and raised concerns. Since the County
Administrator did not approve the fuel card benefit it was not part of the
Expo Director’s official compensation package. According to a conversation
with a State Ethics representative, since the fuel card was not part of the
official compensation package, it could be considered a benefit that would
not be available except for the Expo Director’s official position, and therefore
may be a violation of State Ethics Law.

The Fair Board indicated
that the fuel card was to
relieve personal expense
related to the Expo
Director’s job, but the
Director stated it was
approved in lieu of an
increase in his vehicle
allowance.

A member of the Fair Board indicated that the fuel card was meant to relieve
the Expo Director of personal expense that was related to his job and it was
not meant to be used on a strict personal basis. The Expo Director conveyed
that the fuel card was approved in lieu of an increase in his vehicle allowance
and so, like the vehicle allowance, the fuel card could be used for both
business and personal use. Even if the Fair Board had restricted use of the
fuel card to business related travel outside of the County (in lieu of mileage
reimbursement), it would have been very difficult to fill the tank of the
personal vehicle with the precise amount of fuel required for the trip. A
review of fueling activity on the Expo Director’s card showed that many fuel
purchases were made within Jackson County and that purchases outside of
the County were not always supported by documentation showing a business
purpose. While it was not possible to quantify the amount of personal use of
the fuel card, the following table shows the frequency of purchases on three
monthly statements selected for review from 2008 and 2009.
Table 7: Expo Director’s Fuel Card Activity for Selected Months
Date
08/21/08
08/27/08
09/04/08
09/18/08
09/20/08

Location
Central Point, OR
Central Point, OR
Central Point, OR
Central Point, OR
Sacramento, CA

Business Travel purpose
Covered by Vehicle Allowance
Covered by Vehicle Allowance
Covered by Vehicle Allowance
Covered by Vehicle Allowance
None known

Amount
$118.41
$110.65
$111.54
$106.75
$95.36

02/22/09
02/28/09
03/10/09
03/19/09

Corning, CA
Medford, OR
Medford, OR
Medford, OR

None known
Covered by Vehicle Allowance
Covered by Vehicle Allowance
Covered by Vehicle Allowance

$52.23
$55.92
$57.86
$54.49

12/22/09
12/26/09
12/30/09
01/09/10
01/19/10

Medford, OR
Sacramento, CA
Central Point, OR
Medford, OR
Central Point, OR

Covered by Vehicle Allowance
None known
Covered by Vehicle Allowance
Covered by Vehicle Allowance
Covered by Vehicle Allowance

$58.12
$76.18
$74.77
$76.27
$83.30
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The Expo Director has
received double
payment for fuel
expense and has
incurred additional
income tax liability.

From the County’s standpoint, the combination of a vehicle allowance and a
fuel card resulted in the Expo Director receiving double reimbursement for
the same fuel expense. Regardless of the Fair Board’s intentions, personal
use of a fuel card should have been treated as a taxable benefit; however,
since the benefit was not handled through the payroll system, no personal
income tax was withheld by the County. As a result, the Expo Director
incurred additional personal income tax liability. The County may also face a
tax liability since as a government, the County does not pay fuel tax, and the
Expo fuel invoices show the taxes were deducted from the amount due. Fuel
tax should have been paid on the portion of fuel that was purchased for
personal use.

________________________
___________________
___ _______
There
is
correspondence
indicating
that
Expo
officials
may
have
received
Complimentary
complimentary tickets to events and/or concerts.
Tickets
________________________
___________________
___ _______
The Expo Director asked
the Fair Board to write a
complimentary ticket
policy for staff.

County funds may only
be used to purchase
gifts of minimal value
for employees, elected
officials, or volunteers.

Documentation
shows
An Expo document
that
Expo
officials
were
shows that staff and
Fair
to
receive
free
tickets
to
Board members received
each
concert
during
the
complimentary tickets to
2008
2009during
fair. the
eachand
concert
2008 fair.

At the April 2008 Fair Board meeting, the Expo Director commented that the
guidelines regarding complimentary staff tickets to concerts during the
annual fair have historically been guided by an internal policy. The Expo
Director asked the Fair Board to write an official ticket policy, to be reviewed
annually at the October meeting. The Expo Director’s goal was to be as
transparent as possible; however, the ticket policy may conflict with County’s
gift policy. In addition, a conversation with a State Ethics representative
indicated that this internal ticket policy may conflict with Oregon Ethics Laws.
The County’s Gifts for County Employees Policy addresses the use of County
funds to purchase gifts for employees, elected officials or volunteers, which
would include Fair Board members. The policy states that County funds may
be used to purchase items of minimal value such as greeting cards, pins and
certificates, to recognize employees and volunteers, but cannot be used to
purchase gifts, flowers, or any other item which is not of minimal value.
Documentation from the Expo showed that in 2008 Expo officials were to
receive free tickets to each concert during the fair. Regular employees were
to receive four reserved tickets, year-around temporary employees were to
receive two reserved tickets, and Fair Board members were to receive either
two or four free reserved tickets depending on what they had requested.
The Expo Director was to receive 15 tickets. There is also indication that staff
and Fair Board members were to receive the same number of tickets for the
2009 fair. The following table shows the number and value of
complimentary tickets for the 2008 and 2009 fairs assuming Expo staff and
Fair Board members actually received the tickets.
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Table 8: Number and Value of Complimentary Fair Concert Tickets Allotted to Expo Officials
Expo Officials
Fair Board Members
Expo Director
Permanent Staff
Temporary Staff
Total

Number of Tickets 2008
70
75
120
20
285

Value of Tickets 2008
$2,030
$2,175
$3,480
$580
$8,265

Number of Tickets 2009
56
60
96
16
228

Value of Tickets 2009
$1,470
$1,575
$1,344
$224
$4,613

It is not known if all of the tickets shown above were actually routed and
used by Expo officials. It is also not known if the Expo Director’s tickets were
for business or personal purposes. There is evidence indicating that Expo
officials may have used some of the tickets themselves and may have given
some of the tickets to vendors.
The complimentary
tickets would not be
considered a minimal
value under the
County’s gift policy.
The tickets were also
not part of an official
compensation package
and therefore could
conflict with State
Ethics Laws.

The cost of each ticket ranged from $12 - $30, which would not be
considered a minimal value under the County’s gift policy. It can be argued
that the Expo did not purchase the tickets with County funds, as the tickets
were to concerts the Expo was producing; however, the complimentary
tickets potentially may be considered employee compensation. According to
conversation with a State Ethics representative, since the complimentary
tickets were not part of the official compensation package, they could be
considered a benefit that would not be available except for the employee’s
official position and, therefore, could be a violation of State Ethics Law. In
addition, if considered compensation, the complimentary tickets would be a
taxable benefit which was not reported as taxable income.

________________________
___________________
___ _______
A family member of an Expo employee received compensation for a
Family Member
business transaction with the co-producer of an event held at the Expo that
Transaction
might not have been available but for the employee’s official position.
________________________
County policy requires
employees to notify
their supervisor about
potential or actual
conflict of interest
issues.

___________________

___ _______

The County’s Conflict of Interest Policy requires an employee who has taken,
or anticipates taking, an action that could result in a potential or actual
conflict of interest to disclose the nature of the actual or potential conflict of
interest in writing to her/his immediate supervisor, and ask the supervisor to
review the issue in question.
During an earlier internal audit completed in November 2009, a $1,700
transaction between the Expo and a family member of an Expo employee
was identified. After discussion with County Counsel, this situation was
determined not to be a conflict of interest because the Expo Director stated
in writing that he was aware of the relationship and had authorized the
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purchase rather than the Expo employee.
A transaction was
identified between an
Expo co-producer and a
family member of an
Expo employee. It is
not known if the
employee discussed the
transaction with their
supervisor, but the
employee stated in a
communication that it
was a conflict of
interest.

Although the above situation was determined to not be a conflict of interest,
a subsequent event was identified that may not comply with the County’s
Conflict of Interest Policy. In 2010 the Expo co-produced an event with
another entity. A $640 transaction was identified between the co-producer
and the same family member of the Expo employee. In a communication
between the Expo employee and the co-producer, the employee stated that
payment needed to come directly from the co-producer as it was a conflict of
interest since a family member owned the item being sold. By receiving
payment from the co-producer, even though minimal, the employee’s family
member received a financial benefit that might not have been available if not
for the employee’s position at the Expo. It is not known if the employee
notified the Expo Director about the conflict of interest issue, as the Director
is no longer employed by the County.

________________________
___________________
___ _______
An Expo employee in charge of coordinating an event also participated as a
Expo Employee
vendor in the event, but the payment for the vendor space lacked
Vendor Space
transparency.
________________________
___________________
___ _______
Employee business and
personal relationships
need to be transparent
to avoid any appearance
of impropriety.

Transparency in government promotes accountability, public trust and
confidence, and provides information for citizens about what their
government is doing. Personal and business relationships of public officials
in particular need to be transparent to avoid any appearance of
impropriety.20

An Expo employee
coordinating an Expo
event had the use of
vendor space during the
event, but it was not
clear if the employee
paid for the space.

A review of a vendor list for a 2009 Expo-produced event indicated that the
Expo employee coordinating the event had the use of two vendor spaces to
sell personal items. The vendor spaces were $65 each, but the column on the
spreadsheet showing the amount each vendor paid was blank for the
employee, and a receipt showing payment could not be located. The
employee subsequently indicated that the spaces were shared with another
person who paid for the space rentals, but the other person’s name was also
on the vendor list as renting their own vendor space. The Expo
documentation was not clear on how many spaces were rented or how much
was paid by the employee and the other person, and management
apparently did not question the transaction.

20

Transparency and Open Government, Federal Government Memorandum
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________________________
___________________
___ _______
A family member of an Expo employee was allowed to trade services in
Family Member
exchange for a discounted rental rate for a personal event which could give
Rental Trade
the appearance of special treatment.
________________________
___________________
___ _______
A trade involving an
Expo official’s family
member lacked
transparency as it
appears that the family
member received $500
cash in addition to a
$400 rental discount.

As stated previously, public officials and their families need to avoid potential
or actual conflicts of interest, and their business transactions need to be
transparent to avoid any appearance of special treatment. This applies to
employee rental of Expo facilities. The Padgham Pavilion normally rents for
$600 per weekend day. In December 2009, a family member of an Expo
employee was allowed to rent the Padgham on a Saturday for $200 cash plus
a $400 trade. The trade consisted of the family member providing services
for an Expo-produced event occurring later in the year.
The contract for the Padgham rental specified the cash and trade agreement,
but a second, unsigned, contract for the trade service indicated a flat rate of
$500 cash. The $500 check was issued 6/3/2010, and cashed 7/6/2010. The
service contract for $500 cash gave the appearance that the family member
may have received double compensation for services provided since both a
discount on a personal venue rental and cash compensation were received.
This could further be perceived as a conflict of interest since the renter is a
family member of an Expo employee. Again, it is not known if the Expo
Director was aware of this situation, but it was his responsibility to ensure
transparency of the transaction and address any appearance of impropriety
or conflict of interest.

Recommendations and Management Response
Recommendations for the Fair Board
and Expo Director
1. To enhance controls over the
Exposition Park checking account,
the Expo in conjunction with the
County Finance Director, should
establish a written checking account
policy specifying appropriate use of
the account. Payments that should
be handled through the County’s
payroll system or that require 1099
reporting should not be allowed to
be paid from the account.

Management Response by Current
Expo Director Dave Koellermeier
1. A checking account policy is
current in place with controls that
specify the appropriate use of the
account, with the goal of
minimizing the account usage as
much as possible. I will attempt to
funnel payments that require 1099
reporting through the County
payment system, but a payment
may be required through this
account that would require a
1099, in which case I will report
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Recommendations for the Fair Board
and Expo Director

Management Response by Current
Expo Director Dave Koellermeier
the payment at year end to the
County for inclusion in 1099
reporting. Payments which are in
effect employee compensation
will always be run through the
County’s payroll system.
2. Agree

2. To comply with income tax laws, the
Expo Director should consult with the
County Finance Director regarding
the 2009 concessionaire payments
that were not reported on a 1099
form.
3. To enhance compliance with County 3.
policies, all Expo officials should
review all County policies including
the Purchasing, Travel, Consumer
Identity Theft Protection, and
Computer Systems Operating and
Security Policies. The Expo Director
and Fair Board should mandate staff
compliance with policies by following
polices themselves and should
communicate the importance of such
policies to staff. Specifically, the
Expo should: 1) obtain competitive
quotes and prepare contracts as
required by LCRB Rules and the
Purchasing Policy, 2) limit gratuities
for meals to no more than 15% as
required by the Travel Policy, 3)
require staff to dispose of sensitive
documentation in an appropriate
manner, and 4) require staff to limit
personal use of email and abstain
from sending email that could be
considered inappropriate or
offensive as required by the
Computer Systems Operating and
Security Policy.
4. To clarify contract signing authority
4.
for the Expo, the Fair Board should
formally delegate this authority in

Agree

Agree
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Recommendations for the Fair Board
and Expo Director
writing to the positions they intend
to have this authority.

Management Response by Current
Expo Director Dave Koellermeier

5. To reduce risk to the County and
5.
enhance profitability of the Expo,
Expo staff should follow specified
revenue terms of the contract and
obtain all safety inspections prior to
each event.
6. To avoid potential violations of State 6.
Ethics Laws, the Fair Board should
refrain from granting benefits such as
a fuel card to the Expo Director and
the Expo should discontinue
providing complimentary concert
tickets to Expo staff and Fair Board
members that are for nonofficial
attendance at events.
7. To enhance compliance with State
7.
Ethics Laws, Expo officials should be
required to attend ethics training
provided by the County. In addition,
the Expo Director should: 1)
communicate to Expo officials that
they must disclose potential or actual
conflicts of interest to their
supervisor in writing, including
related party transactions 2)
document approval of any related
transactions, and 3) ensure that
transactions are transparent when
Expo officials participate in Expoproduced events or rent Expo
facilities.

8. To enhance compliance with State
Ethics Laws, the Expo should seek
advice from the State Ethics
Commission when areas of potential
conflicts of interest or ethical
situations arise.

8.

Agree

Agree. Complimentary concert
tickets will not be provided to
Expo staff or Fair Board members.
Sponsorship recruitment tickets
will be tracked and issued to Fair
Board members for conducting
official Expo business upon
request of the Fair Manager.
I generally agree, and in general it
is the Expo Director’s job to be
aware of all policies, procedures
and laws, and to keep the Board
members up to date and in
compliance with all rules and
regulations (as stated elsewhere in
the report). I would agree to have
a board meeting or another
meeting dedicated to a targeted
ethics compliance session for the
Board. I have already put a policy
in place that covers
communicating potential conflicts
of interests, written approval of
related party transactions, and
transparent transactions between
employees and the Expo.
Agree
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Chapter 5
Internal Controls
Effectiveness, Efficiency and Equity of Operations
________________________
___________________
___ _______
The
Expo
has
improved
efficiency
in
some
areas;
however,
more
can be
Effective and
done to help the Expo effectively meet its goal of becoming self-sufficient.
Efficient Operations
________________________
___________________
___ _______
Effectiveness is
achieving the goal;
efficiency is managing
scarce resources wisely.

Effectiveness is judged on the basis of whether an entity is achieving its
goals. Efficiency is measured by how well management uses scarce
resources given that there are legitimate and conflicting demands for those
resources.21

The Expo’s overall goal
is to produce high
quality, fiscally sound
events.

The Expo’s overall objective is to produce high quality, fiscally sound events
that connect with the interests of all dimensions of Jackson County citizens
and visitors. The following table shows the Expo’s goals as stated in the
County’s budget documents for fiscal years 2008-09 and 2009-10, and briefly
addresses the Expo’s effectiveness in reaching the goals.

Table 9: Expo Goals for 2008-09 and 2009-10 as Stated in the County’s Budget Document
Expo’s Goals for 2008-09 and
2009-10

Goal Met?

Goal Highlights

Attract more equestrian events
Increase pricing to put more in
range with commercial venues
Focus on property costs and ways
to reduce costs by 10%

Yes
No

Seek income generating
opportunities

Partially

Continue to follow business
management practices to control
costs
Work towards using new
technologies
Continue with customer-specific
marketing approach and ease of
ticket purchasing
Work to achieve fiscal stability to
eliminate any use of General
Fund assistance

Yes/No

Obtained a three year contract for a major horse show.
Facility rental prices have not been raised since 2007 due to an
economic downturn.
Reduced maintenance staff overtime, received an $116,267 refund for
a major water billing error, and implemented weatherization and
energy conservation efforts.
Pursued high revenue producing events; however, lost some repeat
customers due to the economic downturn. Continued efforts to
recruit and retain sponsors for Expo-produced events. Received
private donation to build the Mace Watchable Wildlife Memorial
Center resulting in additional rental revenue opportunities.
Some business processes need improvement as discussed in this
report.

21

Yes

Yes
Yes

Yes/No

Upgraded to thermal ticket printers with enhanced reporting features
for the County fair.
Began using Facebook to market events and continue to research
online ticketing options.
Have taken efforts to achieve fiscal stability; however, as discussed in
Chapter 2, this goal has not yet been attained.
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Issues surrounding financial practices (discussed in Chapter 2) made it
difficult to thoroughly evaluate the effectiveness of operations in many
cases; however, the following areas are discussed below: staffing efficiency,
building maintenance practices, cash collection controls at the fair, and
rental rates.
_______________________ ___________________
___
_______
Actions
have
been
taken
to
improve
and
enhance
staffing
efficiencies;
Staffing Efficiency
however, staff reductions due to continued financial decline have impacted
effectiveness levels.
________________________
___________________
___ _______
A program can meet its
objectives and be too
expensive, but cannot be
economical if it does not
accomplish its objective.

There is a clear link between efficiency and effectiveness. On the one hand,
it is possible for a program to meet its objectives but be too expensive (i.e., a
program can be effective, but inefficient). On the other hand, it is not
possible for a program to be both economical and ineffective (i.e., a program,
no matter how inexpensive, cannot be economical if it does not accomplish
what it is supposed to accomplish).22

The Expo increased staff
efficiency which resulted
in reduced overtime.

After the Fiscal Manager was hired in September 2005, steps were taken to
increase staffing efficiencies. Equestrian activities were consolidated so that
the facility could be closed several evenings a week, thereby reducing
maintenance staff overtime. This and other overtime reducing measures
resulted in an overtime decrease from $64,805 in 2004-05 to $29,404 in
2009-10.

A consulting firm
concluded that the Expo
is under-staffed.

In 2007 the County Fair Board engaged an outside consulting firm to review
current operations, economic impacts, and potential marketing opportunities
for the Expo. They also compared the Expo’s practices to other fairgrounds
and exposition parks and found that the Expo was understaffed in relation to
other similar facilities. They noted that the staffing constraints forced
employees to focus on the details of day-to-day operations, instead of
marketing and strategic planning. The consulting firm believed a full-time
guest services position was needed to enhance effectiveness; however, the
Expo’s budget was not sufficient to provide for this position. At that time
permanent Expo staff consisted of the Expo Director, Fiscal Manager, Project
Specialist, and three Maintenance Workers. The County had also approved
and subsequently hired an additional .75 Accounting Clerk to reduce reliance
on extra-help clerical staff.

22
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Subsequently 1.75 FTE
were laid off due to
financial issues.
Remaining staff have
had to cover duties of
the vacant positions
which has taken time
away from their job
responsibilities.

In February 2010, due to continued financial decline, the Expo laid off an
Accounting Clerk (0.75 FTE) and a Maintenance Worker (1.0 FTE), which
further impacted the Expo’s ability to effectively accomplish its operational
objectives. The savings were projected to be about $60,000 not including
overtime.23 The layoffs required remaining employees to cover the
accounting clerk’s duties which included staffing the reception area. This has
taken time away from other important duties, such as sales and marketing
and potentially impacted the Expo’s ability to generate income. In addition,
at times the office has had to close temporarily and forward the phone to the
after-hours message due to staff shortages which impact customer service.

_______________________ ___________________
___
_______
The use of committees supplements the Expo’s resources and helps to
Committees
enhance efficiency and effectiveness.
_______________________ ___________________
___
_______
Committees help to
supplement staff
resources.

It is common for boards to use committees to help fulfill key aspects of their
mandate. Properly structured, committees can enhance an organization’s
efficiency and effectiveness. A board can’t be effective if its committees
aren’t effective, yet an effective committee does not mean that a board can
abdicate its ultimate responsibility. As such, an effective board needs to
monitor committee activities, guard against a “silo mentality” by ensuring
good sharing of information, establish cross-committee memberships, and
bring major decisions to the full board. Leading boards periodically assess
and reconstitute their committee structure as circumstances warrant. 24

The Fair Board has
created working
committees where
appropriate.

The Fair Board has created working committees for the Rodeo, Harvest Fair,
Grounds, and other activities25 when deemed appropriate. These
committees supplement the Expo’s resources and can help enhance
efficiency and effectiveness of operations. Fair Board meeting minutes
document that the committees’ activities have included considering,
discussing, researching, and implementing new event or sub-event ideas.
These activities assist the Expo in producing enjoyable events and provide
the Expo with event planning and learning opportunities. The committees
can also help promote positive relationships between the Expo, sponsors,
and the community. The Fair Board’s regular monthly meetings include
committee reports which keep the Fair Board informed of committee plans
and accomplishments.
23

The Maintenance Worker’s total expense was offset by $40,000 from the General Fund.
Corporate Governance and the Board – What Works Best Prepared by
PricewaterhouseCoopers
25
As noted in Chapter 3, a Finance Committee was established in the fall of 2007 but
became inactive after approximately one year. The Expo has currently reestablished the
Finance Committee.
24
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________________________
___________________
___ _______
The Expo has been successful in obtaining private funding for new facilities
Private Capital
on the Expo grounds which is commendable; however, there has been
Investment and
Building Maintenance insufficient planning for maintenance of the buildings that were acquired or
constructed with private funds, and dollars spent on building maintenance
Practices
appear to fall short of industry standards.
________________________
___________________
___ _______
Assets acquired
through private
investments represent
43% of the Expo’s total
cost of capital assets.

The value of capital assets acquired from private investments is significant in
relation to the Expo’s total assets. The investments have been provided both
by individuals and through the Friends of the Fair Foundation. The Friends of
the Fair Foundation was incorporated in 1997 as a non-profit organization to
seek private donations to support various Expo projects and long-term goals,
including construction of new projects such as the amphitheater. As shown
in the table below, donated assets represent 43% of the total cost of the
Expo’s assets.
Table 10: Capital Assets Donated to the Expo and Total Capital Assets
Donated Asset
Auction-Kiosk
Isola Arena
Olsrud Pavillion
Chaisson Park
Paving, Maintenance Road
Amphitheater*
Solar Pavillion
Amphitheater Dressing Room
Concession Stand
Mace Watchable Wildlife Center
Total Donations
Total Expo Capital Assets per 2010
Comprehensive Annual Financial Report

Cost
$11,000
$700,000
$400,000
$50,000
$95,000
$2,254,251
$624,759
$92,798
$6,500
$1,003,000
$5,237,308
$12,249,048

Date Acquired**
1981
1999
1999
2001
2001
2005
2008
2009
2009
2009

*Jackson County contributed an additional $1,700,000
** Date per the County’s financial system

The Expo’s success in obtaining private investments for capital assets is
commendable; however, the Expo has not developed adequate plans for
funding maintenance costs associated with these assets. One of the County’s
objectives is to maintain buildings to preserve their integrity and to maintain
a safe, comfortable environment for customers and staff.
A common industry
standard for annual
maintenance is 2-4% of
the facility’s value.

RMA, the consulting firm hired to review cost information, noted a common
industry standard for facility maintenance is that between 2% and 4% of the
facility’s value should be expended on annual maintenance upkeep to ensure
the facility remains in good repair. RMA reviewed facility maintenance costs
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at the Expo and concluded that less than this amount is being spent to
maintain the Expo’s capital assets.
The Expo spends very
little on maintenance,
while the County
budgets about $185,000
per year from the
General Fund which is
1.5% of the facility’s
total value.

The General Fund has been budgeting about $185,000 per year for Expo
maintenance activities. After reviewing the expenditures and detail ledgers,
RMA noted that very little of the Expo’s own funds are spent on facility
maintenance other than some grounds landscaping and minor routine
repairs. Dividing the General Fund $185,000 by the Expo asset value of
$12.2 million yields an annual maintenance value of 1.5%. The lowest
recommended amount of 2% would be $244,000 or roughly $59,000 more
than is currently being expended and 4% would be $303,000 more. As the
infrastructure at the Expo ages this will become an even bigger issue. As an
example, the General Fund recently spent $160,000 to replace the roof on
the Compton Arena, which was in addition to the annual $185,000.

A method of selffunding for
maintenance at the
Expo is needed.

RMA noted a method of self-funding for these types of improvements is
needed and there are several ways to accomplish this. An unappropriated
fund balance could be designated and funds placed in that account toward
major repairs. Funding from various sources could be earmarked toward this
effort such as interest income, one-time revenues, ground lease revenue,
and/or donations. Another way would be to build a small amount into each
rental fee that goes toward a capital replacement fund. Over time a
significant fund would accrue and some capital repairs could be self-funded.
While RMA advised that it was not necessary to have a fully funded
(accumulated depreciation) capital fund, a fund designed to accommodate
the single largest major maintenance item would be prudent. RMA also
recognized that discipline would be needed to continue building the fund
and to avoid using the funds for other operational needs.

The Expo believes the
County should pay for
building maintenance,
but the County
believes the Expo
should be selfsufficient.

The Expo has not had sufficient revenue to adequately fund building
maintenance due to ongoing struggles to produce profitable events and
rental contracts. In addition, there continues to be incongruent funding
philosophies between the County and the Expo. The County has mandated
the Expo to be self-sufficient, but the Expo believes there should always be
some support from the General Fund. In addition, one Fair Board member
suggested that since the Expo had successfully built capital projects with
private funding, it might be a consideration to seek an increase in
maintenance funds from the County for assistance with upkeep of these new
buildings. In the 2009-10 Budget document, the Expo noted that most all
other fairs in the State, except Jackson County, receive help on revenue and
capital from some outside source/agency.
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Inadequate
maintenance could
lead to deteriorated
buildings.

If the different philosophies between the County and the Expo regarding who
should pay for building maintenance are not reconciled, inadequate funding
of building maintenance will eventually lead to deteriorated or unsafe
buildings. This situation could decrease the Expo’s ability to rent the
facilities.

____________________

____________ _______
___ _______
The Expo’s internal controls over cash collection processes for the annual
Fair Cash Collection
Fair have been found to be sound, contain adequate safeguards to protect
Controls
cash from loss, and reasonably ensure that revenue is accurately recorded.
________________________
___________________
___ _______
Internal controls over
the fair admission and
parking revenue
collection process have
previously been found
to be sound.

County audit staff have performed many audits concerning the annual fair
revenues and have found that the Expo has instituted strong cash and
revenue collection controls over the annual fair gate and parking revenue.
The last audit covered the 2005, 2006, and 2007 fairs. The table below
shows that staff responsible for collecting this revenue adhered to best
practices and that there were appropriate segregation of duties.
Table 11: Internal Controls over Fair Admission and Parking Revenues
Internal Control

Admission

Parking

Effective written policies and procedures?

Yes

Yes

Physical safeguards to protect cash?

Yes

Yes

No one employee handling transactions from
beginning to end?
Cash handling separated from record keeping?

Yes

Yes

Yes

Yes

Centralized receipt of cash as much as possible?

Yes

Yes

All payments controlled by cash register, prenumbered receipt, or other equivalent means?
Cash receipts deposited intact daily?

Yes

Yes*

Yes

Yes

Revenue recorded in appropriate account?

Yes

Yes

*Pre-numbered tickets are used for customer parking, but not for staff parking.

In 2008, the Expo piloted a new ticketing system at the entrance gates which
it hoped would further enhance controls. The system allowed for electronic
scanning and ability to have instant web-site reports. Because of the
system’s network capabilities, the eventual goal is to have the ability for
consumers to print tickets at home for the fair and possibly other venues.
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_______________________
___________________
___ _______
The Fair Board is responsible for setting facility rates and has not raised
Rental Rates
base rates since 2007 due to the economic downturn.
________________________
___________________
___ _______
The Fair Board is
responsible for setting
rental rates.

When setting fees, it is prudent for the rate setting body to consider the
following questions:
1.
2.
3.
4.

Is a fee appropriate for the service?
What is the primary purpose of the fee?
What is the full cost of the service?
How do market factors, political factors, or broad policy goals affect
the amount of fee?26

The Fair Board is responsible for establishing the Expo’s rental fees and, in
doing so, is aware that the Expo serves a diversity of customers and that
facility usage is influenced by market conditions. It is clear that the Fair
Board has considered the above questions in setting base fees; however, as
noted in Chapter 3, the Fair Board has not always had adequate information
regarding the full cost of providing individual services.
The Fair Board does not use the County’s cost control system for setting fees.
The County’s system is based on business methods of cost accounting for a
company with multiple product lines. Under this approach, fees and charges
are calculated based on the true cost of providing the service. The cost
information is provided to the County Board of Commissioners, who
determines if a fee will be set at full cost or be fully or partially funded from
another revenue source. The cost elements included in determining the full
cost of County services are: labor costs, employee benefit costs, operational
services and supply expenses, overhead expense (government-wide indirect),
administrative expense (departmental indirect), and capital replacement
expense (depreciation rate).
Taxpayers expect
governments to
provide services that
are equitably
financed.

The County’s methodology for establishing fees is founded on the premise
that taxpayers expect government to provide services that are equitably
financed. In theory, fees are fairer than taxes because those who use a
service pay for it. On the other hand, if a service is financed by taxes, all of
the taxpayers must pay for the service whether they use it or not. While fees
avoid this inequity, strictly applying this approach overlooks the desire to
intentionally subsidize some public services. It also ignores other factors that
influence the fee setting process such as economic demand for services.
Unlike taxes, many types of fees are voluntary in the sense that users can
26

Cost Analysis and Activity Based Costing for Government
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avoid the fee by choosing not to use a service or by using less of it. Because
of this, it is important to consider how the amount of the fee will affect the
demand for the service. In general, as a fee increases, users will demand a
smaller quantity of a service and, as a fee decreases, users will demand a
larger quantity of a service. In some cases, a fee can be set too high in an
attempt to generate more revenue. It is important to realize that increasing
a fee will not always increase revenues and may sometimes decrease
revenues.27
Rental rates have not
increased since 2007
when they were raised
by 20%.

In 2006 the Expo researched rental prices at other facilities in Oregon and
Washington and determined the Expo rates were in the right range.
Nevertheless, after considering the rising costs of doing business and
maintaining facilities, the Expo determined it needed to raise rental rates and
other fees. The Fair Board subsequently approved a rental rate increase of
20% effective January 1, 2007 and base rates have not been adjusted since
that time. By contrast, the Consumer Price Index has increased by
approximately 3.4% between 2008 and 2010.
As discussed in Chapter 3, RMA reviewed the Expo’s rental rates and
determined that they were only covering between 34% and 54% of the direct
and indirect rental costs. RMA also made an effort to compare venue rental
rates charged by the Expo with rates for similar venues at other county
expo/fair facilities. The table below shows the rental rate comparison from
lowest to highest. While it is difficult to compare different facilities due to
site specific factors, the analysis indicates there may be potential to raise
rents again.

A comparison with
similar venues
indicates there may
be potential to raise
rents again.

The Fair Board
intentionally subsidizes
some activities.

Table 12: Facility Rental Comparison
Facility Rental Ranking Lowest to Highest (1 = lowest rent, 4 = highest rent)
Comparable
Jackson
Lane
Deschutes
Washington
Facility
County
County
County
County
Compton Arena
1
2
3
N/A
Padgham
Pavilion
3
2
4
1
Barker and
Krouse
1
3
2
N/A
Isola Arena
1
3
2
N/A
Total Score
6
10
11
N/A
Rates adopted by the Fair Board have taken into account the Expo’s mission
of providing social, cultural, recreational, agricultural, commercial, and
educational opportunities for the citizens of Jackson County. Youth and
27
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agriculture activities such as 4-H, Future Farmers of America (FFA), and high
school equestrian teams, are a key part of the mission of the Fair Board. The
Expo values these activities and considers them to be an investment in the
community and the future and, therefore, has chosen to intentionally
subsidize these activities. For 2006-07 discounted use of the Expo’s facilities
was estimated to be about $180,000.
Some groups received
discounted rental rates
in exchange for cleaning
and maintenance
projects.

Base rates are posted on
the Expo’s website.

The Expo tries to balance the costs of subsidized services. For example, in
exchange for discounted rental rates some youth and equestrian groups
volunteer their time to perform clean-up and small maintenance projects,
which helps offset the discounted amount. State funds, sponsor donations,
and one percent of the proceeds from the junior livestock auction also have
been used to cover part of the discounted youth and agriculture services.
Base rental rates, other than for the Mace building and the amphitheater,
are posted on the Expo’s website and are used as the starting point for
determining the amount of discount given. Rates are for full or half-day
rental with no hourly rates available. The table below shows some of the
common discounts provided by the Expo.
Table 13: Common Expo Facility Rental Discounts
Discount Type
Discount Given
Youth
Base rate discounted by 50%
Youth Equestrian Base rate discounted 50% and can work off 50% of
amount charged
Animal Shows
Base rate not published - shows vary greatly in their
requirements. Starting rate generally is half the
commercial rate, with prices adjusted depending on the
amount and type of labor and equipment needed.
Winter Rate
Gravel lot discounted for dealers in the winter.

________________________
___________________
___ _______
The Expo’s internal controls are generally adequate to ensure that
Equity of Operations
operations are performed in an equitable manner; however, a few
instances of what appeared to be inconsistent rental rate discounts,
sponsor benefits, and fair superintendent pay were noted.
________________________
___________________
___ _______
Equity means dealing
fairly and equally with
all concerned.

The Expo is committed to helping the County achieve its goal of serving all
citizens fairly. Equity is an element of fairness which is defined in Webster’s
dictionary as just, equitable, impartial, unbiased, and free from favor toward
either or any side. Webster’s dictionary defines equity as dealing fairly and
equally with all concerned.
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________________________
___________________
___ _______
The Expo has established base rental rates which help ensure equity of user
Discounted and
charges; however, in actuality many rental rates are discounted or
Negotiated Rental
negotiated due to the diversity of customers served and the changing
Rates
economic demand for services.
________________________
___________________
___ _______
A review of 29 rental
agreements showed
inconsistency in rental
discounts, but confusing
communications made
equity difficult to
confirm.

A review of 29 rental agreements confirmed that rents often differ from the
established base rates, as discussed in the rental rates section above, but it
was difficult to determine if all discounts were applied on a consistent basis
to like users. Confusing communications, lack of specific documentation
concerning the work performed under trade arrangements, and special
economic considerations complicated the ability to verify equity issues. The
following examples provide further insight on this matter.


A contract with a dealership to rent a gravel lot stated a rate of $300
per day for 12 days. The contract also noted that the contract could
be extended for an additional week at the same rate of $300 per day.
A subsequent letter to the dealer from the Expo stated the rental
could be extended for an additional week for a flat rate of $1,000,
which is only $143 per day. The dealer opted to pay the additional
$1,000 and there is an invoice showing the $1,000 charge for one
week. When questioned about the discrepancy, the Expo provided a
copy of the $1,000 invoice with a handwritten note stating that the
dealer only extended the rental for three days, and was charged an
additional $900 plus $100 for teardown.



A contract to rent the Compton Arena, Olsrud Arena, Mace Building,
and Padgham Pavilion for a car show stated a rate of $400 per day
each for the Mace and Padgham. The base rate for these two
buildings is $600 per day. In addition, the Olsrud Arena has a base
rate of $480, but the renter was allowed to use the building at no
charge. The Expo indicated that the discount was given because
multiple buildings were rented and it was a charity event. In total,
the building discounts amounted to $1,760 for the two day event.



A contract for a canine event rented the Compton Arena for $800 per
day and waived the ½ day set up rate. The full price for the Compton
is $1,200, so the initial base rate for an animal show would be $600.
The rate for the show in the prior year was $600. A contract for
another canine event that occurred three months later rented the
Compton arena for $900 per day. It was not clear from the rental
agreement what special requirements caused the rate to be $100
different between the two events.
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A contract for an equestrian group rented the Isola Arena for $90 per
session for a three-hour, twice weekly event over a five and a half
month period. The group also rented the facility for $120 per session
for a four-hour event that was held once a month over the same
period. The standard full-day rate for the Isola is $480 and the halfday rate is $240. Documentation lists this event as having youth and
adult participants.
In 2008 the Expo tried to implement a higher rate for the 2009 season
for this group, but met with resistance. The group has used the
facility on a regular basis for many years. A letter from the Expo to
the equestrian group leader requested that additional work be
performed at the Expo in exchange for offsetting the increase in the
rental rate. The additional work needed included re-doing the
holding pens and alley way, scraping the holding area and installing
new shale, and stripping the chutes. The letter indicated that the
Expo already had most of the materials required, so it appears that
the discounted rate would be in exchange for labor services. For the
period of November 1, 2008 through April 15, 2009 rent was
discounted by $5,700 from the full rate, and discounted by $1,020
from the discounted youth rate. However, the value of the offsetting
labor could not be determined from information provided.

While the discounts are given to encourage youth and agricultural
participation, there does not appear to be a formal written discount
schedule, as also discussed in the rental rates section above.
________________________
___________________
___ _______
The Expo has created ticket criterion for rodeo sponsors; however, for the
Sponsorships
2010 rodeo two cases were identified where it appeared tickets were
provided to sponsors donating less than the minimum stated amount,
which raised questions regarding equity among sponsors.
________________________
___________________
___ _______
The size of the donation
determines the number
of tickets made
available to each
sponsor.

In May 2010 the Fair Board discussed updating the sponsorship benefits for
corporate sponsors. The rodeo sponsor ticket criterion specifies how many
general admission, reserved admission, and sponsor dinner tickets are
provided to each rodeo sponsor and is dependent on the size of the
donation. The sponsorship criterion matrix showed that sponsorships range
in size from $500 to $7,500. Sponsors receive complimentary tickets,
advertising, and recognition in the Rodeo Souvenir Program.
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Two Expo officials split a
$300 sponsorship even
though the smallest
sponsorship identified in
communications
appears to have been
$500.

Not following the
ticket criterion creates
inequity between
sponsors.

Two Expo officials and their spouses split a $300 sponsorship for an item in
the VIP room at the 2010 Rodeo. One official and spouse paid $150 cash,
and the other official and spouse agreed to a $150 trade. The Expo’s Rodeo
Sponsor spreadsheet showed that the official and spouse who paid cash
were to receive tickets equal to that of a $500 sponsorship. The spreadsheet
also showed that the other official and spouse were not to receive any
tickets from this shared sponsorship. However, the official’s spouse’s
business had previously agreed to a $500 sponsorship in trade, which
qualified for tickets. Both couples and the spouse’s business received
sponsor recognition in the Rodeo Souvenir Program.
The Expo may have revised the ticket criteria to allow for $300 sponsorships,
but the Fair Board minutes do not reflect this nor was revised ticket criterion
provided to the auditors. If the ticket criteria were not revised, then the
Expo did not enforce the ticket criteria for sponsorships. Not following the
criteria creates inequity and is unfair to others who may have wanted to
donate an amount less than $500.

An Expo official’s
relative and spouse
traded labor for a
sponsorship of
unknown amount.

In addition, one of the Expo official’s relatives and spouse traded services for
a rodeo sponsorship. Neither the amount of services provided, nor the
number to tickets made available for this sponsorship appear to have been
documented on the standard trade form, but the names of the relative and
spouse and the relative’s business are included as sponsors in the rodeo
program.

Another Expo official
and spouse traded
services for a $1,000
sponsorship.

Another Expo official and spouse traded services for a $1,000 sponsorship for
the 2010 Rodeo. The trade form indicated that the official and spouse were
to provide decorating services for other Expo events, weeding, and vehicle
repair. In return for the sponsorship the official and spouse also were to
receive complimentary tickets equal to a $500 sponsorship.

Potential inequity could
be perceived when Expo
officials are allowed to
donate or trade services
in exchange for
complimentary tickets
and recognition that is
not otherwise available
to the general public.

The 2010 rodeo program lists 44 sponsors for this event. Of these, five of the
sponsors were Expo officials or relatives of Expo officials. These five
sponsors represented 11% of the total sponsorships. Cash value of these five
sponsors totaled $150 and the trade value totaled $1,650, not including the
value of the official’s relative’s labor that was not determined. By contrast,
the cash value of the other thirty-nine sponsors was $61,350 and trade value
was $30,200. Potential inequity could be perceived when Expo officials are
allowed to donate or trade services in exchange for complimentary tickets
and recognition in the rodeo program that is not otherwise available to the
general public. The value of the general and reserved tickets for a $500
sponsor was $92. In addition, the sponsorship included two tickets to the
Sponsor Recognition Dinner of unknown value. It is not known if the Expo
officials accepted or used the tickets.
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________________________
___________________
___ _______
The lack of transparency in superintendent and hospitality room
Superintendent Pay coordinator agreements has resulted in concerns regarding the equity of
pay between what appeared to be, based on short term agreement
descriptions, similar positions.
________________________
___________________
___ _______
Superintendents and
hospitality room
coordinator pay is based
on work required.

Contractor fees generally are based on the type of work required. The Expo
fills the positions of superintendents and hospitality room coordinators
through short-term contracts and, therefore, pay is agreed upon between
the contractor and the Expo according to the task requirements.

A complaint was
received regarding the
equity of pay between
two superintendent
contracts.

During the audit a complaint was received about the equity of pay for
contracted superintendents. A review of documentation found that the 2009
Harvest Fair superintendent was paid $1,000 for a two day event, but that
the 2009 County Fair superintendent was paid $1,500 for a six day event.
While the short term agreements are not clear on the specific services to be
provided, assuming the duties were similar except for the number of days
required, it appears then there was inequity in the contract amount for the
two superintendents.

The Fair Board Chair
stated that pay was
not based on hours
required, but on the
task itself and budget
for the event.

The complainant raised this issue with the Fair Board President, who
responded that the pay is not based upon hours incurred, but the task itself.
He further explained that the pay is not simply due to budget considerations,
but the budget for each element of the Fair does have a bearing. He also
noted that different events have different budgets in terms of how much of
an expense can be absorbed. The complainant, who had previously worked
as a superintendent for the County fair, ultimately decided not to perform
the duties for the 2010 fair due to the perceived inequity.
Other short term agreements for 2009 fair services were reviewed and
inconsistencies were found. One hospitality room coordinator was paid $700
to setup, purchase supplies, and be on-site during the County Fair, and
another hospitality room co-coordinator was paid $1,500 to perform the
same stated duties. Again, there is nothing in the agreements that explain
the difference in pay.

Lack of transparency in
the agreements raises
questions regarding pay
equity.

It is not known how pay rates for these positions have been established
other than the Fair Board President’s statement that they are partially based
on the event budget. The disparity in pay and lack of details regarding
deliverables in the agreements for the superintendents and hospitality room
coordinators raises questions regarding the impartiality of the agreements
and how well the budgets for these events are being managed.
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Recommendations and Management Response
Recommendations for the Fair Board
and Expo Director
1. To increase effectiveness in
accomplishing operational objectives
and provide better customer service,
as profitability levels increase,
consider hiring additional staff.

2. To preserve and maintain the Expo’s
buildings and grounds, develop a
plan for setting aside funds for future
repairs, and develop a maintenance
funding plan prior to accepting
private donations for new capital
assets at the Expo.

3. To ensure proper market placement,
periodically perform a formal rental
study of competitors and other
county fairgrounds and exposition
parks to better determine if rental
rates should be increased. At a
minimum, consider adjusting rental
rates annually by Consumer Price
Index increases.

4. To ensure equal treatment of
subsidized or discounted activities,

Management Response by Current
Expo Director Dave Koellermeier
1. No staffing increases appear
possible in the near future as a
result of the need to stabilize the
current financial deficit, address
the need to have a reasonable
Fund Balance reserve available,
and to begin to address the need
of funneling additional resources
into building and infrastructure
maintenance.
2. I agree that a maintenance plan
should and will be developed
before allowing any more
buildings to be built on the land
with private funds. I agree to
develop a plan to set aside funds
for future repair and maintenance,
which will be accomplished by
including repairs and maintenance
as component cost in the overall
costing structure, which will
ultimately result in raising product
pricing and increasing revenue to
cover repairs and maintenance.
3. I agree that the Expo should
accumulate annual CPI
information and do periodic
targeted market based surveys
and use that information to adjust
rental rates to market rates.
Based on the survey results, local
competitive economic conditions,
and CPI indexes, rental rates
would then be adjusted. Currently
there is a draft proposal to the Fair
Board to increase rental rates in
the fall of 2011.
4. The RMA report recommendation
is; “At some point, if profitability is
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Recommendations for the Fair Board
and Expo Director
develop and formally approve a
written policy addressing the types of
events and activities that are to be
subsidized or discounted and
identifying funds that will be used to
cover the deficit. In addition, the
policy should specify who is
authorized to approve exceptions
and require exceptions to be
documented by an authorized Expo
official.

5. To avoid the appearance of special
5.
treatment, review the practice of
allowing Expo officials or their family
members to participate as cash or
trade sponsors for events held at the
Expo. If the Expo decides to continue
allowing Expo officials or their family
members to trade for sponsorship
benefits, Expo management should
ensure that the trades are
transparent, documented in writing
on the standard trade form, and

Management Response by Current
Expo Director Dave Koellermeier
recognized, the Fair Board may
want to draft a policy committing
to subsidize some community
events or venues.” I agree with
this recommendation and will
implement it.
I agree with a Board written policy
on types of events to be
subsidized as stated above. I
would not put in that same class,
discounts to commercial
enterprises for winter rates, or
mid week rates, as these are not
subsidies, but are market based
pricing models, which can be
approved after review,
consideration and signature of
each agreement by the Expo
Director.
The examples from prior years
Expo Management cited in the
report have been corrected on a
go forward basis by issuance of a
written policy that requires all
discounts to be approved in
writing by the Expo Director
before the agreement is
consummated.
Agree
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Recommendations for the Fair Board
and Expo Director
signed by the Expo Director. In
addition, consider listing sponsorship
opportunities on the Expo’s website.
6. To avoid the appearance of
sponsorship inequity, ensure that
established sponsorship levels are
not reduced without formal approval
by the Fair Board.

7. To improve transparency and equity
in short term agreements or
contracts, require more detailed
explanation for services to be
performed for stated pay. In
addition review all superintendent,
hospitality room coordinator, etc.
pay for equity.

Management Response by Current
Expo Director Dave Koellermeier

6.

7.

I agree to oversee all sponsorship
agreements and manage
sponsorship relations to maintain
fairness. Sponsorship levels will
not be reduced to create an
inequitable situation without my
prior review and written sign off.
I agree to review all personal
service performance based
contracts, such as superintendant,
hospitality room coordinator,
within and between events for
equity. Where a justified
difference in the contract rate
exists, I will ensure that additional
information is put on the contract
as to the justification.
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Appendix A
Executive Summary
Report on Analysis of Jackson County Expo:
Costing Allocations and Methodologies
Prepared by
Road Management Associates, LLC
________________________
___________________

___ _______

The County Auditor initiated a review of cost allocations and expense reviews at Expo in 2010 by
contracting with Road Management Associates, LLC (RMA) to evaluate:


If facility rental rates were sufficient to cover the cost of renting venues.



Analysis of Revenue sources and General Fund support.



Review of Indirect Cost Allocation Methodologies.



Identify Fixed and Variable Costs.



If Break Even Points for events produced at Expo were being met.



Recommendations on policy and financial strategies going forward.

The County Auditor undertook this project as part of an Internal Audit that was being performed on
the Expo Fund. The Internal Audit Program attempts to ensure that all county departments are
performing their duties in a cost efficient and effective manner.
Methodology
RMA reviewed financial, statistical and budget documents related to the Expo Fund and interviewed
persons who have knowledge of the Expo operations. The work was completed during a period of April
2010 through June 2010. Road Management Associates (RMA) made no effort to direct or redirect
work that was underway.
RMA primarily reviewed and analyzed documentation that was made available and requested
additional information relevant to the work at hand. RMA analyzed and made calculations to support
the analysis of the requested work elements.
Findings
As a result of this study, RMA believes that there are opportunities for improvement in the financial
strategies and policies being used by Expo. It is understood that RMA’s recommendations are to be
included as an appropriate part of the overall audit of Expo and should therefore be considered and
included as part of those recommendations. It is believed that if the RMA recommendations are
included with the overall Expo Audit recommendations that improvement in Expo financial strategies
and management will result.
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RMA’s analysis of the documentation reviewed form the body of this report and support the finding
that improved financial management can result from the adoption and implementation of significant
new financial strategies.
Recommendations
It is likely and even probable that there may always be a need for some assistance from the General
Fund28. A committed understanding between Expo Management/Policymakers and County
Management/Policymakers needs to be developed and executed to identify what level of support will
be committed to Expo and expected from Expo in return.
The letter of understanding needs to address formally the various General Fund subsidies. The letter
further needs to address the County Management’s expectations of Expo management in return for
the funding support, in clear simple terms. Currently the lack of credible data is a serious impediment
to the execution of such an agreement and it will take some time to develop and clearly understand
what the real financial needs are at Expo. The letter of agreement should follow in a timely manner.
The following recommendations are in priority order of what is believed by RMA to be the important
order in addressing deficiencies and implementation of change. It is possible that some items discussed
below have been addressed, but it was not clear to RMA from the documentation reviewed that they
had been addressed.
RMA Recommends:


Revise the E-1 reporting hierarchy for the Department - Business Unit(s). Review and revise
Business Units, programs, subprograms and projects to create a linear framework which will aid
in the generation of usable data from the E-1 system. See Appendix 12. As it currently stands
there are events listed as projects and the venues are listed as sub programs (sub business
unit). This needs to be reversed. Reporting of all revenues and all expenses to the appropriate
location needs to be “Required”.
A revised financial setup and improved reporting will allow much of the information needed by
Expo to flow directly from the E-1 system.
Reporting could be further simplified and costs more easily allocated using only one Program
along with the recommended multiple subprograms. The reporting and allocation process
would become even simpler. Budgeting would also become simpler as a result.
This appears, from the documentation reviewed, to be a most important item toward
improvement in financial reporting at Expo. If setup of the financial structure is not addressed,
then reporting will likely continue to present serious challenges.

28

At this time, the County has directed the Expo to become self sufficient and to not rely on support from the County’s
General Fund.
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Implement an expense and revenue tracking initiative. Once the hierarchy of financial reporting
is resolved there needs to be a committed initiative to improve and ensure all revenues and
expenditures are recorded to the correct location accurately and consistently. The usable data
that results will enable a financial picture to emerge as to what the true status and needs of
Expo are. All staff members will need training and a commitment made to make this happen. A
valuable element will be consensus and commitment from the Fair Board to support this
happening.



Venue Rents appear to be low. Appearances are that between the Facility Rental Analysis and a
simple survey of other Expo Facilities that rents are somewhere from 3% to 54% low. Until new
data is accumulated the prudent step of increasing rents on a regular basis seems warranted. A
conservative approach would be to increase rents 15% for the first year and then 10% per year
until data from improved reporting supports the fact that they are within an acceptable range.
Just using an approach where the facilities should be rented all the time but does not generate
cost recovery is not acceptable. Expo cannot be successful on volume of events if variable and
fixed costs are not being recovered. At some point, if profitability is improved the Fair Board
may want to draft a policy committing to subsidize some community events or venues.
A formalized Rental Policy for Expo venues needs to be developed and adopted. It needs to
address what trades and discounts are acceptable. Deviation from the policy needs to be
approved by the Fair Board with a written waiver, prepared and signed by the Director
explaining why the deviation is acceptable and address the fact that it may be renting the
facility at a loss and why. The Fair Board needs to review and acknowledge these waivers.



Create a rental Cost Matrix. For each venue identify the fixed and variable costs and determine
what costs are appropriate to trade for venue use: in-kind labor, donations and service projects
at other events. Providing the venue on patronage, societal value and beneficial use basis will
not move the organization toward self sufficiency. There needs to be recognition by all, of the
benefit of a thriving Expo based on a sound business model.



Develop a Direct and Indirect Cost Policy to ensure that direct costs and indirect costs are being
recovered.
As part of the indirect cost policy (OH) a methodology needs to be adopted and rates
recalculated each year. The Fair Board needs to adopt the OH rate after reviewing the proposed
rate with the County Finance Director each year. The OH methodology needs to define direct
labor, direct expenses and indirect labor and costs.
The policy needs to address how the OH rate is to be applied and calculations performed near
year end to determine if the rate is recovering an acceptable amount of indirect costs from all
events and venue rents.
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Develop a Facility Maintenance Policy Document to ensure that the Fair Board and the County
Board are clear on the needs for a Major maintenance fund at Expo to preserve and maintain
the investment in infrastructure.
A paid ticket sur-charge of $1.00 per ticket whether for internal or external events would
generate a significant portion of the funds needed to perform and preserve the Facilities.
Likewise the venue rental rates need to include a portion of the cost for providing maintenance
funding.



A joint County - Expo Capital needs document for the Expo would improve the relationship
surrounding Capital improvements. A transparent document open and detailing five to ten
years of projects and funding schemes to accomplish them is needed. This would be in addition
to the 5-year capital plan in the budget. They should be synchronized but separate.



Develop a Fair Board Policy on how the Budget will get expended. Set priorities and hold
management to the task. Improved data collection and financial reporting will allow improved
evaluation of events, break-even points and further analysis.

Conclusion
It is no small accomplishment to successfully guide an Expo facility in the area of event promotion
and venue rental. This work is made more difficult by the challenges of the current difficult
economic environment. To attempt to successfully guide an operation and make financial decisions
while using inadequate or incomplete financial records only makes the job more difficult.
Implementation of the recommendations and strategies in this report will assist Expo in managing
their financial responsibilities appropriately. Additional details are included in the body of the
report.
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