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11· ·CEO RICHARDS:· Committee Chair and Director La

12· ·Belle on the line with us, and it is 10:00 o'clock.

13· ·Shall we get started?

14· · · · · · SECRETARY ANGUS:· Hello.· I'll take a quick

15· ·roll.· So Committee Chair Newton Pham?

16· · · · · · COMMITTEE CHAIR PHAM:· Present.

17· · · · · · SECRETARY ANGUS:· Committee Member Director

18· ·Doug La Belle?

19· · · · · · COMMITTEE MEMBER LA BELLE:· Present.

20· · · · · · SECRETARY ANGUS:· And do you have any other

21· ·board members on the line?· Hearing none, I'll go ahead

22· ·and turn it over.· Thank you.

23· · · · · · CEO RICHARDS:· Okay.· So our budget owners are

24· ·also on the line.· I'll go through the presentation, and

25· ·I'll stop every once in a while for questions or input.
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·1· ·But know that the team is here and available to answer

·2· ·any specific questions as well.· So with that said,

·3· ·Newton, would you like to have someone do the Pledge of

·4· ·Allegiance?

·5· · · · · · COMMITTEE CHAIR PHAM:· ·Sure.· Director La

·6· ·Belle, would you like to kick things off with the

·7· ·pledge?

·8· · · · · · COMMITTEE MEMBER LA BELLE:· Be happy to.

·9· ·Everyone, please place their hand over their heart.

10· · · · · · ·(Pledge of Allegiance conducted.)

11· · · · · · CEO RICHARDS:· Okay.· Okay.· Newton, did you

12· ·want to say anything in opening the meeting, or shall we

13· ·jump right in?

14· · · · · · COMMITTEE CHAIR PHAM:· ·You know, I think I've

15· ·taken a glance at this and, you know, I'm pretty,

16· ·pretty, pretty satisfied with how the budget was

17· ·prepared this year.· It's a little bit different than

18· ·prior years because of, you know, the fluidity of the

19· ·situation that's going on.· But, overall, pretty, pretty

20· ·pleased with how everything's turned out.· And with

21· ·that, I'll let Michele kind of kick things off.

22· · · · · · CEO RICHARDS:· Very good.· So, again, we'll

23· ·keep this informal, and I'll stop once in a while for

24· ·questions, but please don't hesitate to interrupt if --

25· ·if you would like to ask a question or make a comment.
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·1· · · · · · You might remember last year that we assembled

·2· ·every budget holder.· This is when we were able to meet

·3· ·in person in the OC room, and we went into a deep dive

·4· ·about what each department is responsible for; head

·5· ·count, revenue and expenses, and that was meant to be

·6· ·able to educate the Board and the public on our budget

·7· ·process.· Because there are so many unknowns coming into

·8· ·2021, we're taking a little bit of a -- a broader

·9· ·perspective on the budget knowing that five minutes

10· ·after it's approved, it's likely to change given the

11· ·changing landscape.

12· · · · · · So we are committed to keeping everybody on the

13· ·journey with us.· But just from a very general

14· ·standpoint, a reminder that our fiscal year runs from

15· ·January through December.· Our budgets are created

16· ·annually for each operating department and then

17· ·consolidated into an organization-wide budget roll up.

18· ·There are 53 department budgets this year, and they are

19· ·directly overseen by 13 members of our management team.

20· · · · · · We manage the budget through monthly variance

21· ·reports.· And then starting in the spring of 2021, we

22· ·also started reporting reforecast each month, and we are

23· ·committed to doing that again through 2021.· We believe

24· ·that that will be critically important as we manage the

25· ·budget and the finances of the organization.· So each
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·1· ·department's budget will be closely monitored by the

·2· ·Board, the staff, and certainly the public will receive

·3· ·regular updates as well.

·4· · · · · · Let's take a quick look back at the 2020

·5· ·budget.· As I mentioned before, the 2020 budget was

·6· ·developed from the ground up.· And when we all came

·7· ·together at this time last year, we talked about the --

·8· ·that there were some gremlins that we found in the 2019

·9· ·budget worksheets.· So we took the opportunity to kind

10· ·of wipe the slate clean and start the budget developing

11· ·it from the ground up.· And that was an excellent

12· ·exercise for all of us to go through.· And that made it

13· ·significantly easier to tackle the budget for --

14· ·for this year.

15· · · · · · However, nothing about the 2020 budget

16· ·preparation process could have prepared us for this year

17· ·that we're experiencing right now.· I think it's

18· ·stretched all of our, you know, our knowledge, our

19· ·experience, and sometimes our patience too, but we are

20· ·moving forward.· The cancellation of the 2020 OC Fair

21· ·and our inability to hold mass gatherings has had a

22· ·devastating impact on our 2020 budget.

23· · · · · · As a reminder in May, we initially estimated a

24· ·20-million-dollar deficit to budget by the end of the

25· ·year, and we projected an 18-million-dollar loss in our
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·1· ·cash reserves.· Well, I'm happy to report that

·2· ·throughout the year, because we have focused so

·3· ·carefully on cutting costs, we've provided the property

·4· ·for emergency purposes, and we've worked with our

·5· ·promoters on safe and healthy vehicle-based events, we

·6· ·have been able to close that gap.

·7· · · · · · So as of today, we are now projecting a 16.8

·8· ·million-dollar-deficit to budget compared to that

·9· ·original 20 million, and a 16.6-million-dollar loss in

10· ·our cash reserves by the end of the year compared to

11· ·that initial 18-million-dollar projection.· So we have

12· ·made -- we have made progress despite the fact that we

13· ·didn't have the Fair and our event activity has been --

14· ·has been minimal.

15· · · · · · So coming into the 2021 budget, we first set

16· ·two specific goals for staff.· The first one is we

17· ·wanted to close that gap, that budget loss from 2020.

18· ·So we set a goal to deliver a budget that was somewhere

19· ·between a 10-million and a 12-million-dollar net deficit

20· ·to budget.· That represents a 35 to 40 percent

21· ·improvement from 2020.

22· · · · · · We also set a second goal that if we were able

23· ·to have a 2021 Fair, that it would absolutely need to be

24· ·either revenue neutral or revenue positive.· And so we

25· ·established a budget of up to a two-million dollar net
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·1· ·proceeds from the 2021 Fair.· And as you will see later

·2· ·in the presentation, I'm very proud to say that the

·3· ·staff delivered on both of those goals.· So we developed

·4· ·a very specific set of budget assumptions for the staff

·5· ·to work with.

·6· · · · · · Again, it was the best information that we have

·7· ·available at this time.· We set aside 825,000 dollars

·8· ·for the capital budget, which Ken will speak about a

·9· ·little bit later.· We assumed that we would continue to

10· ·have minimal event activity in Q1 and Q2 of 2021, have a

11· ·modified fair in Q3, and then in Q4 see a reduction of

12· ·25 percent compared to the event activity -- sorry.· Not

13· ·a reduction of 25 percent, but activity reduced to 25

14· ·percent of what we saw in Q4 of 2019, which was the last

15· ·full quarter of robust events held at the OC Fair and

16· ·Event Center.

17· · · · · · We were committed to keeping our civil service

18· ·labor head count the same as 2020.· The budget does

19· ·include the state mandated pay cuts for those employees.

20· ·Our utilities and other operational expenses we knew

21· ·would be cut from 2020, and every department did an

22· ·excellent job at that.· Again, a budget assumption that

23· ·if we are to have a 2021 Fair that we would budget for a

24· ·fixed daily attendance at half of what it has

25· ·historically been in recent years which is about 30,000



10

·1· ·people per day at that reduced capacity.

·2· · · · · · We are assuming that our 2021 OC Fair expenses

·3· ·will be adjusted because we're going to have to adjust

·4· ·our programming in order to maintain all of the health

·5· ·and safety procedures.· We are assuming that the Pacific

·6· ·Amphitheater concerts would be sold at 50 percent

·7· ·capacity.· And, again, that's so that we can have that

·8· ·safe social distancing for concertgoers.

·9· · · · · · Another assumption is that we needed to make

10· ·sure that any programming that we had at the 2021 Fair

11· ·would need to be adjusted, not only to be safe and

12· ·healthy, but also to achieve our budget goals.· So if

13· ·it's something that costs too much for us to provide or

14· ·if it -- it can't sustain itself from a budget

15· ·standpoint, it's programming that we would need to

16· ·eliminate.

17· · · · · · And then, of course, we are assuming that we

18· ·will need additional staff and supplies for increased

19· ·health and safety initiatives, not additional staff

20· ·throughout the year but certainly additional staff

21· ·during the fair and supplies throughout the year to keep

22· ·us all healthy and safe.· I'll stop there and see if

23· ·anyone has any specific questions.· Okay.· Hearing none,

24· ·we'll continue.

25· · · · · · Just like last year, we wanted to do a survey



11

·1· ·of the economic landscape in Orange County.· That's very

·2· ·helpful in trying to determine what our budget could be,

·3· ·or what those revenue and expense categories should be.

·4· ·And, once again, we turn to the Woods Center for

·5· ·Economic Analysis and Forecasting through Cal State

·6· ·Fullerton.· We have found that this is an excellent

·7· ·report.· It's local.· It's about Orange County, and it

·8· ·is truly excellent.

·9· · · · · · And so I'll remind everyone that at this time

10· ·last year, one of the quotes taken from the Wood Center

11· ·report said that the baseline scenario from top Orange

12· ·County economist is that, while flirting with recession

13· ·over the next 12-18 months, the US economy will manage

14· ·to escape it but just barely.· So it was a lot rosier

15· ·outlook than what we experienced.

16· · · · · · This year's report also states that at the end

17· ·of February of this year, the US was basking in the

18· ·golden age of an expansion that had lasted more than a

19· ·decade.· The report goes on to say that then we

20· ·experienced the Great Disruption.· And I love this title

21· ·of the effect that the pandemic has had on our economy

22· ·because it truly has been a great disruption.· And I

23· ·think if you -- if you ask any of our employees they

24· ·would absolutely agree with that title.· It has been a

25· ·great disruption.
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·1· · · · · · But the report is a little more optimistic.· It

·2· ·goes on to say that more encouragingly after a difficult

·3· ·summer, there are now signs that the economy is growing

·4· ·more confidently around the virus, so to speak.· So

·5· ·we're -- we're learning how to do things differently and

·6· ·still move forward.· These developments make a strong

·7· ·case for a sustained economic recovery, which although

·8· ·fragile, is unlikely to heel over into another abyss

·9· ·over the forecast horizon.· And that's very good news

10· ·for us as we look to possibly have a 2021 Fair.

11· · · · · · The other important information that we looked

12· ·at was regarding the health and safety landscape.· We

13· ·are now holding regular meetings with Dr. Clayton Chau

14· ·who is the Orange County public health officer.· He has

15· ·agreed to go along the planning cycle with us with

16· ·regard to the Fair.· And in a call that we had with

17· ·Dr. Clayton Chau just a couple of weeks ago, the first

18· ·question we asked him is:· Given the information that

19· ·the State has put out regarding theme parks or amusement

20· ·parks, does he see the OC Fair in that same category?

21· · · · · · And you might remember that the reaction to

22· ·those guidelines was -- was quite negative and a little

23· ·depressing to tell you the truth.· Dr. Chau's answer was

24· ·a resounding "No" that he does not see the OC Fair in

25· ·the same category as a theme park or an amusement park,



13

·1· ·and he went over the reasons why.· So he believes that

·2· ·there is potential to host a modified 2021 OC Fair.· We

·3· ·reviewed our budget assumptions with Dr. Chau, and he

·4· ·agreed with every one of them.· But we found it very

·5· ·interesting that he gave us very specific milestones

·6· ·that would have to be met in order to host a 2021 OC

·7· ·Fair, and those are listed on the slide.

·8· · · · · · The first one is that there has to be an

·9· ·approved COVID-19 vaccine on the market.· And as we've

10· ·heard in the news over the last several days, it seems

11· ·we're very close to that, and Dr. Chau agreed with that.

12· ·He believes that there will be a viable vaccine very

13· ·early in the new year.

14· · · · · · The second criteria is that the vaccine must be

15· ·widely distributed in Orange County, and there's a lot

16· ·of discussion right now in the market about how a

17· ·vaccine might be distributed.· Some believe that it will

18· ·take a long, long time.· Others believe that it would be

19· ·distributed very quickly, so that's one of the metrics

20· ·that we're watching.

21· · · · · · The third criteria is that people have to be

22· ·accepting of the vaccination.· They have to go and get

23· ·vaccinated so that we can achieve an immunity level in

24· ·Orange County of between 65 and 80 percent.· And, again,

25· ·if you're following the news, you know that UCI came out
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·1· ·with a study recently that showed that the immunity

·2· ·level in Orange County is actually significantly higher

·3· ·than originally estimated.

·4· · · · · · I think originally it was at three percent, and

·5· ·it's now almost 12 percent, so we're part of the way

·6· ·there.· And then the Health Care Agency is also

·7· ·experimenting with the use of an app where event

·8· ·attendees would be able to show proof of vaccination.

·9· ·So all of that criteria we're watching very carefully,

10· ·and we're staying in regular contact with Dr. Chau, as

11· ·we move forward in planning the OC Fair.

12· · · · · · A quick look at our labor budget:· The total

13· ·labor budget is 15.5 million.· That includes salaries,

14· ·wages, benefits, payroll taxes, et cetera.· I should

15· ·note that that is a 4.9-million-dollar reduction from

16· ·the 2020 budget and that includes both our year-round

17· ·staff and the seasonal part-time staff that we would

18· ·need to hire for year-round events and the OC Fair.

19· · · · · · So that reduction, 4.9, is impressive, and that

20· ·is despite the fact that once again, we're seeing a

21· ·dollar increase in minimum wage from 13 for 14 dollars

22· ·per hour.· We're seeing some pretty significant

23· ·increases in the public employee's retirement system

24· ·contribution, the pension contributions.

25· · · · · · I said earlier that we're -- we're not planning
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·1· ·on any new civil service head count with one exception,

·2· ·which I'll -- I'll explain in a few minutes and that in

·3· ·addition our labor budget includes projected cuts in our

·4· ·year-round and fair time part-time head count.· And

·5· ·that's due to a decrease in events and a decrease in the

·6· ·projected attendance for the fair.· Okay.

·7· · · · · · We are, again, according to our schedule that

·8· ·we set up a few years ago, we will take a very modest

·9· ·increase in our facility rental fees once we are able to

10· ·begin having events indoors of between 25 and 75 dollars

11· ·per day.· And then the -- the space that our merchants

12· ·take up during the Fair will have a small increase of 25

13· ·to 75 dollars for the entire run of Fair which averages

14· ·out to about three dollars per day, so -- okay.· I think

15· ·I'll stop there, again, and see if anyone has any

16· ·questions or comments.

17· · · · · · All right.· Hearing none, we will proceed.· We

18· ·wanted to review some of the big changes in the budget

19· ·this year from both the revenue side and the expense

20· ·side.· And as I mentioned earlier, we've provided the

21· ·Board and the public with individual department

22· ·worksheets.· If anyone had any specific questions, but

23· ·this is a bigger picture view of revenue to start.

24· · · · · · So our 2020 budget included 52.2 million

25· ·dollars in revenue.· We are budgeting for 23.5 million
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·1· ·dollars in 2021.· Here are the big factors that are

·2· ·contributing to that decrease in revenue.· First of all,

·3· ·no Orange County Market Place.· We expect to have fewer

·4· ·events in 2021.· Our interest revenue is decreasing both

·5· ·as the interest rate is coming down and our cash

·6· ·reserves balance is coming down.

·7· · · · · · We don't expect as much revenue coming from our

·8· ·Fair admissions this year.· We are currently in the

·9· ·process of renegotiating all of those performance fees

10· ·for the acts that were going to play in 2021 and are --

11· ·and have been resched- -- sorry -- in 2020.· And are now

12· ·being rescheduled for 2021.· We're negotiating those

13· ·performance fees in order to be profitable at that 50

14· ·percent capacity in the Pacific Amphitheater.

15· · · · · · We are eliminating Super Pass sales.· You can't

16· ·control capacity if you've got thousands and thousands

17· ·of Super Passes already out there.· So we will be

18· ·eliminating Super Pass sales.· We're planning on 50

19· ·percent capacity in the hanger which is reducing our

20· ·revenue.· We're eliminating traditional programming in

21· ·the Action Sports Arena.· That doesn't mean that we

22· ·won't necessarily have programming in the Arena, but

23· ·we're looking at those acts that do not earn revenue and

24· ·re-evaluating those.

25· · · · · · We're looking at all of our competitive entry
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·1· ·categories for the Fair.· And looking at reducing those

·2· ·in order to manage all of the health and safety

·3· ·procedures.· That will bring our revenue down a bit, but

·4· ·we are moving several of them to a virtual format so

·5· ·that the community can still participate.

·6· · · · · · Certainly our consessions and our merchants

·7· ·will have to be reduced in number, so we are building

·8· ·into the budget a 50 percent reduction in the number of

·9· ·both concessions and merchants.· Our carnival revenue is

10· ·being reduced by 50 percent and then parking revenue

11· ·will be flat.· We're not anticipating needing any

12· ·off-site paid parking lots, and so we will, once again,

13· ·we're projecting that we'll max out our parking spaces

14· ·onsite and that's why our parking revenue will be flat.

15· · · · · · On the positive revenue side, we are in the

16· ·process of developing two new self-produced events that

17· ·we believe will add to our -- our revenue.· So we'll go

18· ·from 52.2 million in revenue from 2020 down to 23.5 in

19· ·2021.· On the expense side, our 2020 budget had expenses

20· ·of 50.4 million.· The positive is that we're taking that

21· ·down to 35.3 million in 2021.

22· · · · · · So what are the things that are lowering our

23· ·expenses in 2021?· Sorry.· Let's start with what's

24· ·increasing our expenses, some of our fixed costs.  I

25· ·mentioned that we're not adding any new head count, but
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·1· ·we did welcome back one of our civil service supervisors

·2· ·who transferred to another DAA about 4 or 5 years ago.

·3· · · · · · She was laid off at that fair, and she has

·4· ·return rights as a civil service employee.· So she

·5· ·returned back to the OC Fair.· So that added to our head

·6· ·count just a couple of months ago.· We are seeing

·7· ·unemployment fees much higher than in the past.· As you

·8· ·can imagine our seasonal employees who were -- who were

·9· ·terminated are now applying for unemployment.

10· · · · · · We are going to budget for increases in credit

11· ·card fees as we implement touchless cashless systems

12· ·and people will be using more credit cards, that's going

13· ·to increase our credit card fees.· We are budgeting for

14· ·an increase in benefits cost and then also an increase

15· ·in legal fees in 2021.

16· · · · · · On a more positive side, the things that are

17· ·helping to drive our expenses down is that we will not

18· ·be hosting an onsite Imaginology in 2021, but rather

19· ·moving to a virtual Imaginology with lots of recourses

20· ·online for teachers and students.· We certainly see a

21· ·reduction in our utility expenses.· Our travel has been

22· ·drastically reduced with no out-of-state travel plan.

23· · · · · · We are seeing a reduction in our seasonal staff

24· ·as we budget for those year-round events and the Fair.

25· ·We are budgeting the civil service pay cuts that were
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·1· ·mandated by the state.· We are also budgeting decreases

·2· ·in professional services such as the Orange County

·3· ·Sheriff's Department, Costa Mesa Police Department, our

·4· ·janitorial services, all of our production services:

·5· ·video, audio, et cetera.

·6· · · · · · Reductions in employee shuttles if we need them

·7· ·at all this year, and a reduction in the gate operations

·8· ·contractor.· We will be handling that ourselves this

·9· ·year.· Certainly the modified Fair will reduce expenses

10· ·overall in operating the Fair.· We'll have fewer

11· ·equipment rentals due to the reduced programming.

12· ·Rentals such as fencing, computers, trailers, stages,

13· ·trussing, signage, et cetera.

14· · · · · · And as we make programming changes we've

15· ·already made a discussion not to budget for the nightly

16· ·Main Mall show with pyro as that is a big attraction for

17· ·crowds to gather, so -- and it's quite expensive -- so

18· ·no nightly Main Mall show with pyro was budgeted.· We're

19· ·transitioning a lot of our print material which are high

20· ·touch, like brochures and -- and pamphlets.· We're

21· ·transitioning to digital marketing assets.· That's

22· ·reducing the cost as well.· And then, of course, our

23· ·Fair decor costs are coming down.· Okay.

24· · · · · · Our parking fee will remain at 10 dollars in

25· ·this budget.· And, again, we don't believe that we will
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·1· ·have any paid off-site parking lot expenses that --

·2· ·we're not including that in the budget.· In terms of our

·3· ·Fair admission, the budget is carrying an average ticket

·4· ·price of nine dollars and 33 cents.· And that's a

·5· ·blended rate when you take the current rate for adult

·6· ·admission, senior admission, and youth admission, it

·7· ·comes out to a blended rate of nine dollars and 33

·8· ·cents.

·9· · · · · · However, our team is reviewing ticket prices

10· ·now.· We're doing a deep dive in that, and the actual

11· ·admission price will be brought back to the Board for

12· ·approval.· So what it included in the budget is that

13· ·average ticket price of nine dollars and 33 cents.

14· ·Okay.

15· · · · · · I mentioned that we won't be doing any

16· ·out-of-state travel.· None is included in the budget,

17· ·and the annual conferences and conventions that we

18· ·typically attend have all gone virtual, so no travel

19· ·required for that.· We have put in a small amount in the

20· ·budget for in-state travel if there is any mandatory

21· ·California state compliance training for which we would

22· ·need to send staff to Sacramento.

23· · · · · · But, again, most of that has now gone virtual.

24· ·And, obviously, all travel is in compliance with

25· ·California state law.· Okay.· Before I turn it over to
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·1· ·Ken to go over our capital and major expenditures plan,

·2· ·I'll stop and see if anyone has any comments or

·3· ·questions.· All right.

·4· · · · · · COMMITTEE MEMBER LA BELLE:· Michele, do we have

·5· ·any -- this is Doug.· Do we have any comments from the

·6· ·public that they'd like to make at this time?

·7· · · · · · CEO RICHARDS:· Certainly invite anyone from the

·8· ·public to -- to ask.

·9· · · · · · REGGIE MUNDEKIS:· Hi.· Reggie Mundekis.· I'd

10· ·like to thank staff for putting together this

11· ·presentation and this budget packet.· It's a lot of work

12· ·even in a good year, and you guys are doing a great job

13· ·as far as holding it together.· And there's a lot to be

14· ·said for that these days.· And finding a way to move

15· ·forward even if it may just be slowly, so thank you.

16· · · · · · CEO RICHARDS:· Thank you for that, Reggie.

17· ·Okay.· Any other questions or comments?

18· · · · · · COMMITTEE MEMBER LA BELLE:· Michele, now this

19· ·is Doug.· The projection is -- or the hope is 50 percent

20· ·Fair attendance versus the past years.· How soon will

21· ·you be able to bring to the full Board and the public

22· ·for review and comment the actual physical plan that

23· ·will reflect the 50 percent reduction in terms of how

24· ·are we go to reallocate the carnival rides?· How are we

25· ·going to reallocate the midway (inaudible,) the various
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·1· ·concessionaire areas applied?· What are we going to be

·2· ·doing initially within the buildings?

·3· · · · · · And my understanding is that probably just

·4· ·storage of various types of (inaudible,) but how soon

·5· ·will you be able to bring to the Board your best concept

·6· ·for the physical layout of the Fair?

·7· · · · · · CEO RICHARDS:· Yeah.· I think we'll have to do

·8· ·that on a rolling basis like we have been, Doug.· You

·9· ·know, every week there's new information that comes, you

10· ·know, becomes available to us.

11· · · · · · And especially as we continue our conversations

12· ·with Dr. Chau, but I -- I think that by shortly after

13· ·the first of the year we should have a pretty good idea

14· ·of what the -- at least what the layout should be and

15· ·what would be required in terms of, you know, indoor

16· ·shopping versus outdoor shopping, what carnival rides

17· ·would be acceptable versus which, you know, would not

18· ·be.

19· · · · · · All of that information is coming out very

20· ·quickly and changing on a regular basis.· But I think by

21· ·shortly after the first of the year, we should have a,

22· ·you know, at least a pretty good basic plan in place.

23· · · · · · COMMITTEE MEMBER LA BELLE:· Well, half a pie is

24· ·better than no pie at all.· I would also suggest that we

25· ·look at a third of the pie is better than a half pie or
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·1· ·better than no pie at all.· That being -- what would the

·2· ·other options be in terms of a fair or event that -- say

·3· ·25 percent of full operation.· I don't know, maybe if

·4· ·you get to that point, it's just not feasible at all,

·5· ·and you need to -- you need to cancel everything.· But

·6· ·I -- I think that might be something that we would want

·7· ·to at least have in the back of our minds as a -- even a

·8· ·further back-up option.

·9· · · · · · CEO RICHARDS:· Sure.· Before we would present

10· ·the question to the Board about whether the Fair would

11· ·need to be cancled, we will have so much more

12· ·information coming into 2021 than we ever did coming

13· ·into 2020.· You know there -- it wouldn't just be from a

14· ·health and safety perspective.

15· · · · · · But if we -- if we have to go down to a 25

16· ·percent capacity, the question then becomes:· Can we

17· ·have a fair that is either revenue neutral or as

18· ·profitable?· And in that case, we may have to decide to

19· ·go with, you know, a drive-by fair or a virtual fair

20· ·again this year.· But we've already started discussing

21· ·the back-up plan of working with other fairs to develop

22· ·a dive-thru fair concept.· So we'll have plan B in our

23· ·pocket before that time.

24· · · · · · COMMITTEE MEMBER LA BELLE:· Thanks, Michele.

25· · · · · · CEO RICHARDS:· Sure.· Ken, would you like to
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·1· ·take it from here with capital?

·2· · · · · · KEN KARNS:· Okay.· Thanks, Michele.· Good

·3· ·morning, everyone.· I hope you're all staying healthy

·4· ·and safe.· Capital 2021.· Much different approach this

·5· ·year, as you've heard with us being very conservative.

·6· ·We are -- we did not use the past metrics that we

·7· ·developed four or five years ago.

·8· · · · · · I'll remind everyone those metrics, as we

·9· ·looked at projects, if they had cost savings,

10· ·brand enhancement, if they are revenue generating, or

11· ·safety risk management oriented, we didn't use those

12· ·metrics this year.· This year we focused on safety,

13· ·safety and security, and fair goals tied to some of the

14· ·assumptions that we've made with what a fair may look

15· ·like, so we focused on those needs.

16· · · · · · For example, separating and creating more space

17· ·that would be required to house anyone in an RV or a

18· ·bunk house, having enough elbow room to spread things

19· ·out, the carryover of Lot G utilities, aides and that,

20· ·so that was the focus.· Again, we're really just looking

21· ·at 2021, and that's what would get approved eventually,

22· ·is just the 2021 not '22 or '23.

23· · · · · · In time we will do a more in depth look ahead

24· ·as we develop that and, of course, also put the tool of

25· ·the new infrastructure audit in the play into the mix as
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·1· ·we dive deep into that lookahead.· And just on that

·2· ·note, if you are glancing at the lookahead, just this

·3· ·morning as we looked at it, we found an old, what likely

·4· ·would have been a copy-and-paste error with some big

·5· ·numbers in 22 and 23 that we have to fix.

·6· · · · · · So as much as we looked at this, we still found

·7· ·an error this morning.· So I apologize for that.· But on

·8· ·the budget, we have only the one carryover that I spoke

·9· ·to earlier, and that's the 350,000 dollars for the Lot G

10· ·utilites.· Under Capital Expenditures, two Cap-X

11· ·depreciate items.· We have no projects and zero dollars

12· ·proposed to expend.

13· · · · · · Under equipment, we're, again -- have zero

14· ·dollars, nothing proposed to expend there.· Under our

15· ·major expenditures, again, items tied to the safety and

16· ·security on the Fair.· Continuing with improvement of

17· ·our all ground Wifi, Michele mentioned earlier touchless

18· ·cashless systems.· Wifi becomes much more prevalent and

19· ·required, so some money's there continuing to expand,

20· ·repair, and develop our all grounds PA system,

21· ·again, for effective communication.

22· · · · · · Through some of the changes that we're

23· ·developing on the fair layouts, there's some change to

24· ·the main blue gate entry drive, so we have

25· ·some alterations there.· Our survaillance system, some
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·1· ·parking lot maintenance required, risk management, some

·2· ·electrical boxes, and picnic tables.· Some of the large

·3· ·gathering areas that we have under shade structures

·4· ·won't be viable, don't look to be viable.· So as we

·5· ·distribute and create space, more picnic tables.

·6· · · · · · So that brings us to major expenditure total

·7· ·carried forward of 325, a buget of 325 with a 150,000

·8· ·dollar contingency.· We believe that it is likely that

·9· ·some materials might be required as we develop the Fair

10· ·that we could bring back to the Board.· We've been

11· ·carrying a contingency for a number of years now, so

12· ·we've had that there for a Cap-X budget of 475.· The

13· ·carryover of the 350 brings us to a grand total of 825

14· ·for our 2021 capital project.

15· · · · · · CEO RICHARDS:· I think this would be a good

16· ·place to stop, again, if anyone has any questions or

17· ·comments either our Board members or the public?

18· · · · · · COMMITTEE MEMBER LA BELLE:· Yes.· Michele and

19· ·Ken, this is Doug.· And I'd like to, you know, get any

20· ·public comments as well.· But a couple of thoughts:· The

21· ·EMG infrastructure study, as I've said on a couple of

22· ·occasions, I thought was a very -- overall a very

23· ·outstanding document and my understanding that those

24· ·safety items that have been articulated in that study

25· ·are in the system for correction during the insuring
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·1· ·fiscal year.

·2· · · · · · I would also like to see the -- a consultant,

·3· ·an engineering consultant be selected to -- during the

·4· ·course of the year to design the water system --

·5· ·domestic water system improvements that are needed on

·6· ·site per the EMG recommendation.· And I'd also like to

·7· ·say that the videotaping or scoping of the sanitary

·8· ·sewer lines onsite be completed.

·9· · · · · · I'm quite certain that between the City of

10· ·Costa Mesa, the County of Orange, the San District, they

11· ·would have the equipment necessary to complete that work

12· ·and that could be done as a, you know, with a contract

13· ·with those -- there's ways to do that.· Also, as we look

14· ·to the future, I think, you know, we've got a number of

15· ·areas where solar facilities can be installed that would

16· ·reduce our ongoing utility cost to Edison.

17· · · · · · And I'd like to see maybe an RFP included in

18· ·the budget process for selecting a solar consultant just

19· ·like we do the sound consultant to come in and provide

20· ·options for the staff and Board to look at on an ongoing

21· ·basis.· I wouldn't envision any of that work actually

22· ·being completed during the next fiscal year, but we

23· ·could get the information and be ready to move ahead in

24· ·20- -- 22.

25· · · · · · And then also as I mentioned at the last board
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·1· ·meeting when the infrastructure study was presented,

·2· ·there are capital projects and there are maintenance

·3· ·projects.· I'm assuming that things that appear within

·4· ·maintenance projects have been included within a various

·5· ·line items within the operating budget in addition to

·6· ·what you have shown here; is that correct?

·7· · · · · · CEO RICHARDS:· That's correct, Doug.

·8· · · · · · COMMITTEE MEMBER LA BELLE:· Okay.· I think this

·9· ·would be my general comments on the capital budget.  I

10· ·certainly agree that, you know, we need to be as prudent

11· ·and as cautious as we can.· But I think the primary

12· ·factor of the infrastructure study was to get the stuff

13· ·in the ground completed that needs to be completed, you

14· ·know, before we start moving buildings around and doing

15· ·other things like that, so those would be my thoughts on

16· ·that.

17· · · · · · CEO RICHARDS:· Very good.· We've made note of

18· ·that, and I hope you'll bring that up when we review

19· ·with the full Board next week too.

20· · · · · · COMMITTEE MEMBER LA BELLE:· I will certainly do

21· ·that.

22· · · · · · CEO RICHARDS:· Good.· Very good.· And we've

23· ·added that to our notes as well, so --

24· · · · · · REGGIE MUNDEKIS:· This is Reggie.· I have a few

25· ·comments.· I support what Director La Belle said, and I



29

·1· ·would like to ask about in the infrastructure study

·2· ·there was a need to do the electrical panel study when

·3· ·we had higher staffing levels and more people using the

·4· ·facility.

·5· · · · · · So maybe the 2021 Fair, even though it's a

·6· ·smaller fair that may be a good opportunity to do that

·7· ·electrical panel study because that would be the first

·8· ·time the property is heavily loaded in a while and, you

·9· ·know, something is better than nothing, you know -- and

10· ·you can talk to the consultants about that.

11· · · · · · And then in the infrastructure study, the

12· ·consultant identified that there could be structural

13· ·issues in the buildings at the equestrian center and

14· ·recommended that a structural engineer be brought in to

15· ·inspect and issue a report.· And I -- given the way the

16· ·equestrian center contract is written, the fairgrounds

17· ·may pay for that upfront, but that cost should be passed

18· ·along to the equestrian center operator, you know.

19· · · · · · So we need to get that process started because

20· ·what we're dealing with as far as the buildings at the

21· ·equestrian center are metal buildings which are being

22· ·corroded, and corrosion is one of your most insidious

23· ·and difficult construction problems because many times

24· ·you can have something that just looks okay from the

25· ·outside because the rust is just holding itself together
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·1· ·in the outside with a thin shell, but it can be corroded

·2· ·through.

·3· · · · · · It's a common problem in bridges on the east

·4· ·coast, so we do want to have a structures person come in

·5· ·and look at those buildings and start that down the road

·6· ·to getting repairs made at -- paid for by the equestrian

·7· ·center operator according to the contract, so thank you

·8· ·guys, and thanks for the good presentation on this.

·9· · · · · · CEO RICHARDS:· All right.

10· · · · · · KEN KARNS:· If I could, Michele?

11· · · · · · CEO RICHARDS:· Yes.

12· · · · · · KEN KARNS:· So a couple of things.· We did have

13· ·an opportunity once we were done with the public

14· ·infrastructure meeting and then the board meeting to

15· ·have some follow up with the consultant and CCA

16· ·discussions on the electrical infrared study in

17· ·appropriate timing.· That was discussed, so thank you

18· ·for that, Reggie, along with the camering and sewer

19· ·lines.· So we're looking at those things and noted

20· ·Doug's other comments as well, so thank you.

21· · · · · · CEO RICHARDS:· All right.· Okay.· Coming down

22· ·the home stretch, as we present every year.· Our

23· ·expenses over 50,000.· So this is in accordance with

24· ·Board Policy 4.05.02, which outlines the contracting and

25· ·signature authority of the CEO.· And according to this
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·1· ·policy and the by-laws, certainly the items that are

·2· ·included in the budget are considered approved when the

·3· ·budget is approved.

·4· · · · · · In addition, the CEO has delegated authority

·5· ·from the Board of Directors to execute a check or

·6· ·purchase commitment of 50,000 dollars or less.· The

·7· ·Board has recently approved the CEO's authority to

·8· ·execute talent guarentees of 400,000 or less, and then

·9· ·as the policy states:· Anything that is an approved

10· ·contract, LOU, or rental agreement or is payment for

11· ·utilities, Cal Card expenditures, insurance, payroll, or

12· ·state mandated services or anything that is included in

13· ·this table.

14· · · · · · Our expense is over 50,000 and these are often

15· ·mandated expenses.· For example, sales and use tax

16· ·through the Board of Equalization.· State Fire Marshal

17· ·services fees, attorneys fees through the Department of

18· ·Justice.· California non-residents withholding

19· ·remittance through the Franchise Tax Board and then

20· ·added this year are unemployment fees through the

21· ·California EDD because we are continuing to be billed

22· ·for unemployment fees.

23· · · · · · We have budgeted for some, but there may be

24· ·some other unanticipated unemployment fees as people

25· ·file for -- our seasonal people file for unemployment.
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·1· ·So that is our expense -- expenses over 50,000 dollar

·2· ·list for this year.· We also wanted to provide the --

·3· ·the committee with a list of the RFPs that we plan to

·4· ·release in 2021.· Some of these we've already started

·5· ·working on because they'll be released right after

·6· ·the -- the first of the year, but what you see are the

·7· ·proposed release dates.

·8· · · · · · They include:· Restroom trailers with ADA

·9· ·access; shuttle services, if needed for our Fair guests

10· ·and employees; golf cart rentals; our bottled water

11· ·sponsorship or purchase; fencing rental; mobile modular

12· ·portable storage; the services that provide concert

13· ·merchandising, such as, you know, T-shirts and souvenirs

14· ·for the concerts; our carbonated beverages and bottled

15· ·water sponsorship; admissions and teller office

16· ·trailers; the Pacific Amphitheater video services;

17· ·armored courier services; and campground restroom

18· ·trailer with ADA.

19· · · · · · So that is a complete list of the RPFs that we

20· ·expect to released in 2021.· So as we take all of that

21· ·information, all of those 52 worksheets, plus the Cap-X

22· ·plan, and roll it up into a 2021 budget, we come up with

23· ·21,445,879 dollars in revenue from OCFEC self-produced

24· ·events.· Total rental revenue, which would include our

25· ·year-round events, 1.9 million.



33

·1· · · · · · Additional non-operating revenue of 182,442.

·2· ·For a total revenue of 23 million 525 dollars -- 25,020

·3· ·dollars.· On the expense side, our total operating

·4· ·expense.· We're budgeting for 30.5 million.

·5· ·Non-operating expense, which includes depreciation,

·6· ·major projects, and then GASB 68, the net pension

·7· ·adjustment is 4.8 million for total expenses of 35.3

·8· ·million and net proceeds of negative 11,818,500.· Okay.

·9· ·I'll stop there if anybody has questions and then we'll

10· ·move on to our -- kind of our first pass at a Fair PNL.

11· · · · · · All right.· Hearing none, our team has done a

12· ·great job of pulling out those expenses.

13· · · · · · COMMITTEE MEMBER LA BELLE:· Michele?

14· · · · · · CEO RICHARDS:· Yes.· I was on mute and talking.

15· ·It doesn't work very well.· I'm sorry.· Two things real

16· ·quick, just I mentioned the solar item earlier.· I will

17· ·be suggesting to the full Board when they review the

18· ·budget I think next week, again, I guess, we're looking

19· ·at adoption in -- of December that we add an RFP or a

20· ·solar consultant to come in and do the options for that.

21· ·So I'll be asking that that be included in the RFPs.

22· · · · · · And lastly, I should have mentioned this

23· ·earlier.· I know that we have, through Lisa Sexton, we

24· ·have a number of concerts that were going to be held

25· ·this past year that have indicated a desire to be here
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·1· ·in 2021.· I think it was ten or eleven if I recall

·2· ·correctly.· I would suggest that we get a determination,

·3· ·at least to get a determination for you and the staff to

·4· ·consider and present to the Board sooner rather than

·5· ·later.

·6· · · · · · Of those 11 concerts that needs to be carried

·7· ·over and get a determination made as soon as we can

·8· ·relative to any of those 50 percent attendance

·9· ·standpoint.· If they do, that's great.· If they don't

10· ·then we'd have to move to plan B which would be the

11· ·distribute bands that we have previously talked about

12· ·so --

13· · · · · · CEO RICHARDS:· Right.

14· · · · · · COMMITTEE MEMBER LA BELLE:· Hoping we could get

15· ·that up as soon as possible to, you know, by January to

16· ·include that in the planning process for 2021.

17· · · · · · CEO RICHARDS:· Yes.· And that also may be on a

18· ·rolling basis, Doug, as we renegotiate those contracts,

19· ·we may be able to report those as they come up, but

20· ·certainly we'll have a much clearer picture by January.

21· · · · · · COMMITTEE MEMBER LA BELLE:· Thanks.

22· · · · · · CEO RICHARDS:· Noted.· Sure.· Okay.· So as we

23· ·pull out those expenses and the revenue that is uniquely

24· ·fair, our staff has done a great job of creating a very

25· ·preliminary first look at a 2021 budgeted PNL for -- for
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·1· ·the fair.· We're looking at revenue from attractions and

·2· ·other services of 23.35 million.

·3· · · · · · Against expenses in the categories of

·4· ·attractions, marketing, other services and, of course,

·5· ·labor of 13.9 million so we were very pleased that our

·6· ·goal of being somewhere between revenue neutral and 2

·7· ·million dollars profit on a 2021 Fair, we believe will

·8· ·be substantially more than that.

·9· · · · · · Now, this is, you know, I say that with caution

10· ·because again so many things are changing on a regular

11· ·basis but as budgeted right now, we believe that we

12· ·could bring a modified 2021 Fair, you know, and have --

13· ·have that budgeted net proceeds of 6.4 million.· So --

14· ·so that concludes the presentation.· I know I stopped

15· ·along the way but happy to take any additional questions

16· ·or comments or any further direction from Newton or Doug

17· ·as we'll be reviewing this with the full Board next week

18· ·at the November board meeting.

19· · · · · · DIRECTOR PHAM:· I think Doug covered it pretty

20· ·well.

21· · · · · · CEO RICHARDS:· Okay.· Any other?

22· · · · · · COMMITTEE MEMBER LA BELLE:· I have nothing -- I

23· ·have nothing further, Michele.· And I think you've done

24· ·an outstanding job of putting together options for --

25· ·for the Board to consider as well as, you know, the
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·1· ·public to -- to get as much transparency in the project

·2· ·as we can.· And I just want to thank you for an

·3· ·excellent job, you and the staff, Ken, Joan, all the

·4· ·others for the good work you have done putting this all

·5· ·together.

·6· · · · · · CEO RICHARDS:· Well, thank you.· You know that

·7· ·any accomplishment goes to the team for sure.· They've

·8· ·done an excellent job of working through some very

·9· ·difficult circumstances and trying to put at least some

10· ·budgeted certainty around a future that's very

11· ·uncertain at this point.· But I think everyone did an

12· ·exceptional job, so I want to recognize the work that

13· ·the staff did.

14· · · · · · And they're on the call today so great job,

15· ·everybody, thank you for your teamwork on this.· And we

16· ·are -- if there are no other questions, comments or

17· ·additions, then we'll be bringing this to the Board in

18· ·November, next week.· Thursday of next week.· 9:00 a.m.,

19· ·and we thank you for your time and Newton and Doug,

20· ·thank you for your -- your guidance and your leadership

21· ·on this.

22· · · · · · COMMITTEE CHAIR PHAM:· Thank you.

23· · · · · · CEO RICHARDS:· Okay.· Newton, if you want to

24· ·call the meeting to a close· Oh, do we have another

25· ·comment?· No.· Okay.· If you want to call the meeting
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·1· ·closed then we'll all get back to work.

·2· · · · · · COMMITTEE CHAIR PHAM:· All right.· I guess

·3· ·there's no gavel, but, yeah, I call the meeting to a

·4· ·close.

·5· · · · · · (Whereupon, the OCFEC Financial Monitoring

·6· ·Committee Budget Study Session was hereby adjourned at

·7· ·10:56 a.m.)
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 9                                                                11:00:36

10                                                                11:00:36

11   CEO RICHARDS:  Committee Chair and Director La               11:00:42

12   Belle on the line with us, and it is 10:00 o'clock.          11:00:36

13   Shall we get started?                                        11:00:36

14            SECRETARY ANGUS:  Hello.  I'll take a quick         11:00:38

15   roll.  So Committee Chair Newton Pham?                       11:00:40

16            COMMITTEE CHAIR PHAM:  Present.                     11:00:46

17            SECRETARY ANGUS:  Committee Member Director         11:00:48

18   Doug La Belle?                                               11:00:50

19            COMMITTEE MEMBER LA BELLE:  Present.                11:00:52

20            SECRETARY ANGUS:  And do you have any other         11:00:54

21   board members on the line?  Hearing none, I'll go ahead      11:00:56

22   and turn it over.  Thank you.                                11:01:02

23            CEO RICHARDS:  Okay.  So our budget owners are      11:01:06

24   also on the line.  I'll go through the presentation, and     11:01:10

25   I'll stop every once in a while for questions or input.      11:01:18
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 1   But know that the team is here and available to answer       11:01:20

 2   any specific questions as well.  So with that said,          11:01:22

 3   Newton, would you like to have someone do the Pledge of      11:01:28

 4   Allegiance?                                                  11:01:40

 5            COMMITTEE CHAIR PHAM:   Sure.  Director La          11:01:44

 6   Belle, would you like to kick things off with the            11:01:44

 7   pledge?                                                      11:01:44

 8            COMMITTEE MEMBER LA BELLE:  Be happy to.            11:01:46

 9   Everyone, please place their hand over their heart.          11:01:48

10             (Pledge of Allegiance conducted.)                  11:02:12

11            CEO RICHARDS:  Okay.  Okay.  Newton, did you        11:02:12

12   want to say anything in opening the meeting, or shall we     11:02:14

13   jump right in?                                               11:02:20

14            COMMITTEE CHAIR PHAM:   You know, I think I've      11:02:24

15   taken a glance at this and, you know, I'm pretty,            11:02:24

16   pretty, pretty satisfied with how the budget was             11:02:24

17   prepared this year.  It's a little bit different than        11:02:28

18   prior years because of, you know, the fluidity of the        11:02:30

19   situation that's going on.  But, overall, pretty, pretty     11:02:34

20   pleased with how everything's turned out.  And with          11:02:38

21   that, I'll let Michele kind of kick things off.              11:02:40

22            CEO RICHARDS:  Very good.  So, again, we'll         11:02:46

23   keep this informal, and I'll stop once in a while for        11:02:48

24   questions, but please don't hesitate to interrupt if --      11:02:54

25   if you would like to ask a question or make a comment.       11:02:54
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 1            You might remember last year that we assembled      11:02:56

 2   every budget holder.  This is when we were able to meet      11:03:06

 3   in person in the OC room, and we went into a deep dive       11:03:08

 4   about what each department is responsible for; head          11:03:14

 5   count, revenue and expenses, and that was meant to be        11:03:16

 6   able to educate the Board and the public on our budget       11:03:22

 7   process.  Because there are so many unknowns coming into     11:03:26

 8   2021, we're taking a little bit of a -- a broader            11:03:30

 9   perspective on the budget knowing that five minutes          11:03:34

10   after it's approved, it's likely to change given the         11:03:38

11   changing landscape.                                          11:03:42

12            So we are committed to keeping everybody on the     11:03:44

13   journey with us.  But just from a very general               11:03:52

14   standpoint, a reminder that our fiscal year runs from        11:03:52

15   January through December.  Our budgets are created           11:03:58

16   annually for each operating department and then              11:04:02

17   consolidated into an organization-wide budget roll up.       11:04:02

18   There are 53 department budgets this year, and they are      11:04:06

19   directly overseen by 13 members of our management team.      11:04:14

20            We manage the budget through monthly variance       11:04:18

21   reports.  And then starting in the spring of 2021, we        11:04:20

22   also started reporting reforecast each month, and we are     11:04:24

23   committed to doing that again through 2021.  We believe      11:04:30

24   that that will be critically important as we manage the      11:04:34

25   budget and the finances of the organization.  So each        11:04:40
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 1   department's budget will be closely monitored by the         11:04:42

 2   Board, the staff, and certainly the public will receive      11:04:46

 3   regular updates as well.                                     11:04:54

 4            Let's take a quick look back at the 2020            11:04:54

 5   budget.  As I mentioned before, the 2020 budget was          11:04:56

 6   developed from the ground up.  And when we all came          11:05:00

 7   together at this time last year, we talked about the --      11:05:06

 8   that there were some gremlins that we found in the 2019      11:05:08

 9   budget worksheets.  So we took the opportunity to kind       11:05:16

10   of wipe the slate clean and start the budget developing      11:05:16

11   it from the ground up.  And that was an excellent            11:05:18

12   exercise for all of us to go through.  And that made it      11:05:22

13   significantly easier to tackle the budget for --             11:05:26

14   for this year.                                               11:05:30

15            However, nothing about the 2020 budget              11:05:36

16   preparation process could have prepared us for this year     11:05:36

17   that we're experiencing right now.  I think it's             11:05:38

18   stretched all of our, you know, our knowledge, our           11:05:42

19   experience, and sometimes our patience too, but we are       11:05:46

20   moving forward.  The cancellation of the 2020 OC Fair        11:05:50

21   and our inability to hold mass gatherings has had a          11:05:54

22   devastating impact on our 2020 budget.                       11:06:02

23            As a reminder in May, we initially estimated a      11:06:06

24   20-million-dollar deficit to budget by the end of the        11:06:12

25   year, and we projected an 18-million-dollar loss in our      11:06:12

�

0008

 1   cash reserves.  Well, I'm happy to report that               11:06:20

 2   throughout the year, because we have focused so              11:06:24

 3   carefully on cutting costs, we've provided the property      11:06:24

 4   for emergency purposes, and we've worked with our            11:06:28

 5   promoters on safe and healthy vehicle-based events, we       11:06:30

 6   have been able to close that gap.                            11:06:34

 7            So as of today, we are now projecting a 16.8        11:06:42

 8   million-dollar-deficit to budget compared to that            11:06:44

 9   original 20 million, and a 16.6-million-dollar loss in       11:06:46

10   our cash reserves by the end of the year compared to         11:06:56

11   that initial 18-million-dollar projection.  So we have       11:07:00

12   made -- we have made progress despite the fact that we       11:07:00

13   didn't have the Fair and our event activity has been --      11:07:08

14   has been minimal.                                            11:07:08

15            So coming into the 2021 budget, we first set        11:07:08

16   two specific goals for staff.  The first one is we           11:07:14

17   wanted to close that gap, that budget loss from 2020.        11:07:18

18   So we set a goal to deliver a budget that was somewhere      11:07:22

19   between a 10-million and a 12-million-dollar net deficit     11:07:28

20   to budget.  That represents a 35 to 40 percent               11:07:38

21   improvement from 2020.                                       11:07:42

22            We also set a second goal that if we were able      11:07:46

23   to have a 2021 Fair, that it would absolutely need to be     11:07:46

24   either revenue neutral or revenue positive.  And so we       11:07:50

25   established a budget of up to a two-million dollar net       11:08:00
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 1   proceeds from the 2021 Fair.  And as you will see later      11:08:04

 2   in the presentation, I'm very proud to say that the          11:08:08

 3   staff delivered on both of those goals.  So we developed     11:08:08

 4   a very specific set of budget assumptions for the staff      11:08:12

 5   to work with.                                                11:08:16

 6            Again, it was the best information that we have     11:08:18

 7   available at this time.  We set aside 825,000 dollars        11:08:20

 8   for the capital budget, which Ken will speak about a         11:08:24

 9   little bit later.  We assumed that we would continue to      11:08:30

10   have minimal event activity in Q1 and Q2 of 2021, have a     11:08:32

11   modified fair in Q3, and then in Q4 see a reduction of       11:08:42

12   25 percent compared to the event activity -- sorry.  Not     11:08:48

13   a reduction of 25 percent, but activity reduced to 25        11:08:52

14   percent of what we saw in Q4 of 2019, which was the last     11:09:00

15   full quarter of robust events held at the OC Fair and        11:09:04

16   Event Center.                                                11:09:10

17            We were committed to keeping our civil service      11:09:12

18   labor head count the same as 2020.  The budget does          11:09:12

19   include the state mandated pay cuts for those employees.     11:09:20

20   Our utilities and other operational expenses we knew         11:09:22

21   would be cut from 2020, and every department did an          11:09:30

22   excellent job at that.  Again, a budget assumption that      11:09:36

23   if we are to have a 2021 Fair that we would budget for a     11:09:42

24   fixed daily attendance at half of what it has                11:09:46

25   historically been in recent years which is about 30,000      11:09:48
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 1   people per day at that reduced capacity.                     11:09:56

 2            We are assuming that our 2021 OC Fair expenses      11:09:58

 3   will be adjusted because we're going to have to adjust       11:10:06

 4   our programming in order to maintain all of the health       11:10:06

 5   and safety procedures.  We are assuming that the Pacific     11:10:10

 6   Amphitheater concerts would be sold at 50 percent            11:10:18

 7   capacity.  And, again, that's so that we can have that       11:10:20

 8   safe social distancing for concertgoers.                     11:10:24

 9            Another assumption is that we needed to make        11:10:28

10   sure that any programming that we had at the 2021 Fair       11:10:30

11   would need to be adjusted, not only to be safe and           11:10:36

12   healthy, but also to achieve our budget goals.  So if        11:10:40

13   it's something that costs too much for us to provide or      11:10:46

14   if it -- it can't sustain itself from a budget               11:10:48

15   standpoint, it's programming that we would need to           11:10:54

16   eliminate.                                                   11:10:56

17            And then, of course, we are assuming that we        11:10:58

18   will need additional staff and supplies for increased        11:11:00

19   health and safety initiatives, not additional staff          11:11:08

20   throughout the year but certainly additional staff           11:11:12

21   during the fair and supplies throughout the year to keep     11:11:16

22   us all healthy and safe.  I'll stop there and see if         11:11:18

23   anyone has any specific questions.  Okay.  Hearing none,     11:11:22

24   we'll continue.                                              11:11:26

25            Just like last year, we wanted to do a survey       11:11:28
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 1   of the economic landscape in Orange County.  That's very     11:11:34

 2   helpful in trying to determine what our budget could be,     11:11:38

 3   or what those revenue and expense categories should be.      11:11:42

 4   And, once again, we turn to the Woods Center for             11:11:46

 5   Economic Analysis and Forecasting through Cal State          11:11:54

 6   Fullerton.  We have found that this is an excellent          11:11:56

 7   report.  It's local.  It's about Orange County, and it       11:11:58

 8   is truly excellent.                                          11:12:06

 9            And so I'll remind everyone that at this time       11:12:06

10   last year, one of the quotes taken from the Wood Center      11:12:12

11   report said that the baseline scenario from top Orange       11:12:20

12   County economist is that, while flirting with recession      11:12:22

13   over the next 12-18 months, the US economy will manage       11:12:24

14   to escape it but just barely.  So it was a lot rosier        11:12:32

15   outlook than what we experienced.                            11:12:34

16            This year's report also states that at the end      11:12:38

17   of February of this year, the US was basking in the          11:12:42

18   golden age of an expansion that had lasted more than a       11:12:44

19   decade.  The report goes on to say that then we              11:12:52

20   experienced the Great Disruption.  And I love this title     11:12:54

21   of the effect that the pandemic has had on our economy       11:13:04

22   because it truly has been a great disruption.  And I         11:13:04

23   think if you -- if you ask any of our employees they         11:13:12

24   would absolutely agree with that title.  It has been a       11:13:16

25   great disruption.                                            11:13:16
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 1            But the report is a little more optimistic.  It     11:13:16

 2   goes on to say that more encouragingly after a difficult     11:13:20

 3   summer, there are now signs that the economy is growing      11:13:24

 4   more confidently around the virus, so to speak.  So          11:13:30

 5   we're -- we're learning how to do things differently and     11:13:32

 6   still move forward.  These developments make a strong        11:13:48

 7   case for a sustained economic recovery, which although       11:13:48

 8   fragile, is unlikely to heel over into another abyss         11:13:48

 9   over the forecast horizon.  And that's very good news        11:13:48

10   for us as we look to possibly have a 2021 Fair.              11:13:50

11            The other important information that we looked      11:13:56

12   at was regarding the health and safety landscape.  We        11:13:58

13   are now holding regular meetings with Dr. Clayton Chau       11:14:02

14   who is the Orange County public health officer.  He has      11:14:08

15   agreed to go along the planning cycle with us with           11:14:12

16   regard to the Fair.  And in a call that we had with          11:14:14

17   Dr. Clayton Chau just a couple of weeks ago, the first       11:14:18

18   question we asked him is:  Given the information that        11:14:24

19   the State has put out regarding theme parks or amusement     11:14:26

20   parks, does he see the OC Fair in that same category?        11:14:34

21            And you might remember that the reaction to         11:14:40

22   those guidelines was -- was quite negative and a little      11:14:40

23   depressing to tell you the truth.  Dr. Chau's answer was     11:14:44

24   a resounding "No" that he does not see the OC Fair in        11:14:50

25   the same category as a theme park or an amusement park,      11:14:58
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 1   and he went over the reasons why.  So he believes that       11:14:58

 2   there is potential to host a modified 2021 OC Fair.  We      11:15:02

 3   reviewed our budget assumptions with Dr. Chau, and he        11:15:12

 4   agreed with every one of them.  But we found it very         11:15:18

 5   interesting that he gave us very specific milestones         11:15:20

 6   that would have to be met in order to host a 2021 OC         11:15:22

 7   Fair, and those are listed on the slide.                     11:15:28

 8            The first one is that there has to be an            11:15:32

 9   approved COVID-19 vaccine on the market.  And as we've       11:15:34

10   heard in the news over the last several days, it seems       11:15:38

11   we're very close to that, and Dr. Chau agreed with that.     11:15:40

12   He believes that there will be a viable vaccine very         11:15:48

13   early in the new year.                                       11:15:50

14            The second criteria is that the vaccine must be     11:15:52

15   widely distributed in Orange County, and there's a lot       11:15:56

16   of discussion right now in the market about how a            11:16:00

17   vaccine might be distributed.  Some believe that it will     11:16:02

18   take a long, long time.  Others believe that it would be     11:16:08

19   distributed very quickly, so that's one of the metrics       11:16:14

20   that we're watching.                                         11:16:16

21            The third criteria is that people have to be        11:16:18

22   accepting of the vaccination.  They have to go and get       11:16:20

23   vaccinated so that we can achieve an immunity level in       11:16:26

24   Orange County of between 65 and 80 percent.  And, again,     11:16:30

25   if you're following the news, you know that UCI came out     11:16:36
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 1   with a study recently that showed that the immunity          11:16:38

 2   level in Orange County is actually significantly higher      11:16:40

 3   than originally estimated.                                   11:16:46

 4            I think originally it was at three percent, and     11:16:48

 5   it's now almost 12 percent, so we're part of the way         11:16:54

 6   there.  And then the Health Care Agency is also              11:16:54

 7   experimenting with the use of an app where event             11:17:00

 8   attendees would be able to show proof of vaccination.        11:17:04

 9   So all of that criteria we're watching very carefully,       11:17:10

10   and we're staying in regular contact with Dr. Chau, as       11:17:12

11   we move forward in planning the OC Fair.                     11:17:16

12            A quick look at our labor budget:  The total        11:17:24

13   labor budget is 15.5 million.  That includes salaries,       11:17:28

14   wages, benefits, payroll taxes, et cetera.  I should         11:17:34

15   note that that is a 4.9-million-dollar reduction from        11:17:38

16   the 2020 budget and that includes both our year-round        11:17:44

17   staff and the seasonal part-time staff that we would         11:17:52

18   need to hire for year-round events and the OC Fair.          11:17:52

19            So that reduction, 4.9, is impressive, and that     11:17:54

20   is despite the fact that once again, we're seeing a          11:17:58

21   dollar increase in minimum wage from 13 for 14 dollars       11:18:02

22   per hour.  We're seeing some pretty significant              11:18:06

23   increases in the public employee's retirement system         11:18:10

24   contribution, the pension contributions.                     11:18:14

25            I said earlier that we're -- we're not planning     11:18:18

�

0015

 1   on any new civil service head count with one exception,      11:18:20

 2   which I'll -- I'll explain in a few minutes and that in      11:18:28

 3   addition our labor budget includes projected cuts in our     11:18:32

 4   year-round and fair time part-time head count.  And          11:18:38

 5   that's due to a decrease in events and a decrease in the     11:18:42

 6   projected attendance for the fair.  Okay.                    11:18:48

 7            We are, again, according to our schedule that       11:18:52

 8   we set up a few years ago, we will take a very modest        11:18:56

 9   increase in our facility rental fees once we are able to     11:19:00

10   begin having events indoors of between 25 and 75 dollars     11:19:10

11   per day.  And then the -- the space that our merchants       11:19:14

12   take up during the Fair will have a small increase of 25     11:19:34

13   to 75 dollars for the entire run of Fair which averages      11:19:34

14   out to about three dollars per day, so -- okay.  I think     11:19:34

15   I'll stop there, again, and see if anyone has any            11:19:34

16   questions or comments.                                       11:19:48

17            All right.  Hearing none, we will proceed.  We      11:19:48

18   wanted to review some of the big changes in the budget       11:19:50

19   this year from both the revenue side and the expense         11:19:50

20   side.  And as I mentioned earlier, we've provided the        11:19:50

21   Board and the public with individual department              11:19:52

22   worksheets.  If anyone had any specific questions, but       11:19:56

23   this is a bigger picture view of revenue to start.           11:19:58

24            So our 2020 budget included 52.2 million            11:20:06

25   dollars in revenue.  We are budgeting for 23.5 million       11:20:16
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 1   dollars in 2021.  Here are the big factors that are          11:20:18

 2   contributing to that decrease in revenue.  First of all,     11:20:24

 3   no Orange County Market Place.  We expect to have fewer      11:20:26

 4   events in 2021.  Our interest revenue is decreasing both     11:20:30

 5   as the interest rate is coming down and our cash             11:20:36

 6   reserves balance is coming down.                             11:20:42

 7            We don't expect as much revenue coming from our     11:20:44

 8   Fair admissions this year.  We are currently in the          11:20:48

 9   process of renegotiating all of those performance fees       11:20:52

10   for the acts that were going to play in 2021 and are --      11:20:56

11   and have been resched- -- sorry -- in 2020.  And are now     11:21:04

12   being rescheduled for 2021.  We're negotiating those         11:21:06

13   performance fees in order to be profitable at that 50        11:21:08

14   percent capacity in the Pacific Amphitheater.                11:21:16

15            We are eliminating Super Pass sales.  You can't     11:21:16

16   control capacity if you've got thousands and thousands       11:21:22

17   of Super Passes already out there.  So we will be            11:21:26

18   eliminating Super Pass sales.  We're planning on 50          11:21:30

19   percent capacity in the hanger which is reducing our         11:21:38

20   revenue.  We're eliminating traditional programming in       11:21:38

21   the Action Sports Arena.  That doesn't mean that we          11:21:40

22   won't necessarily have programming in the Arena, but         11:21:46

23   we're looking at those acts that do not earn revenue and     11:21:52

24   re-evaluating those.                                         11:21:56

25            We're looking at all of our competitive entry       11:22:02
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 1   categories for the Fair.  And looking at reducing those      11:22:02

 2   in order to manage all of the health and safety              11:22:10

 3   procedures.  That will bring our revenue down a bit, but     11:22:12

 4   we are moving several of them to a virtual format so         11:22:16

 5   that the community can still participate.                    11:22:20

 6            Certainly our consessions and our merchants         11:22:24

 7   will have to be reduced in number, so we are building        11:22:26

 8   into the budget a 50 percent reduction in the number of      11:22:28

 9   both concessions and merchants.  Our carnival revenue is     11:22:38

10   being reduced by 50 percent and then parking revenue         11:22:42

11   will be flat.  We're not anticipating needing any            11:22:46

12   off-site paid parking lots, and so we will, once again,      11:22:52

13   we're projecting that we'll max out our parking spaces       11:22:58

14   onsite and that's why our parking revenue will be flat.      11:22:58

15            On the positive revenue side, we are in the         11:23:04

16   process of developing two new self-produced events that      11:23:06

17   we believe will add to our -- our revenue.  So we'll go      11:23:12

18   from 52.2 million in revenue from 2020 down to 23.5 in       11:23:22

19   2021.  On the expense side, our 2020 budget had expenses     11:23:24

20   of 50.4 million.  The positive is that we're taking that     11:23:34

21   down to 35.3 million in 2021.                                11:23:38

22            So what are the things that are lowering our        11:23:44

23   expenses in 2021?  Sorry.  Let's start with what's           11:23:46

24   increasing our expenses, some of our fixed costs.  I         11:23:52

25   mentioned that we're not adding any new head count, but      11:23:54
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 1   we did welcome back one of our civil service supervisors     11:24:02

 2   who transferred to another DAA about 4 or 5 years ago.       11:24:02

 3            She was laid off at that fair, and she has          11:24:10

 4   return rights as a civil service employee.  So she           11:24:12

 5   returned back to the OC Fair.  So that added to our head     11:24:16

 6   count just a couple of months ago.  We are seeing            11:24:26

 7   unemployment fees much higher than in the past.  As you      11:24:28

 8   can imagine our seasonal employees who were -- who were      11:24:36

 9   terminated are now applying for unemployment.                11:24:36

10            We are going to budget for increases in credit      11:24:44

11   card fees as we implement touchless cashless systems         11:24:46

12   and people will be using more credit cards, that's going     11:24:56

13   to increase our credit card fees.  We are budgeting for      11:24:56

14   an increase in benefits cost and then also an increase       11:24:58

15   in legal fees in 2021.                                       11:25:04

16            On a more positive side, the things that are        11:25:10

17   helping to drive our expenses down is that we will not       11:25:10

18   be hosting an onsite Imaginology in 2021, but rather         11:25:12

19   moving to a virtual Imaginology with lots of recourses       11:25:18

20   online for teachers and students.  We certainly see a        11:25:28

21   reduction in our utility expenses.  Our travel has been      11:25:28

22   drastically reduced with no out-of-state travel plan.        11:25:30

23            We are seeing a reduction in our seasonal staff     11:25:36

24   as we budget for those year-round events and the Fair.       11:25:38

25   We are budgeting the civil service pay cuts that were        11:25:50

�

0019

 1   mandated by the state.  We are also budgeting decreases      11:25:50

 2   in professional services such as the Orange County           11:25:56

 3   Sheriff's Department, Costa Mesa Police Department, our      11:26:02

 4   janitorial services, all of our production services:         11:26:06

 5   video, audio, et cetera.                                     11:26:06

 6            Reductions in employee shuttles if we need them     11:26:10

 7   at all this year, and a reduction in the gate operations     11:26:18

 8   contractor.  We will be handling that ourselves this         11:26:22

 9   year.  Certainly the modified Fair will reduce expenses      11:26:22

10   overall in operating the Fair.  We'll have fewer             11:26:28

11   equipment rentals due to the reduced programming.            11:26:30

12   Rentals such as fencing, computers, trailers, stages,        11:26:34

13   trussing, signage, et cetera.                                11:26:38

14            And as we make programming changes we've            11:26:46

15   already made a discussion not to budget for the nightly      11:26:46

16   Main Mall show with pyro as that is a big attraction for     11:26:56

17   crowds to gather, so -- and it's quite expensive -- so       11:27:04

18   no nightly Main Mall show with pyro was budgeted.  We're     11:27:04

19   transitioning a lot of our print material which are high     11:27:08

20   touch, like brochures and -- and pamphlets.  We're           11:27:14

21   transitioning to digital marketing assets.  That's           11:27:14

22   reducing the cost as well.  And then, of course, our         11:27:18

23   Fair decor costs are coming down.  Okay.                     11:27:22

24            Our parking fee will remain at 10 dollars in        11:27:26

25   this budget.  And, again, we don't believe that we will      11:27:34
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 1   have any paid off-site parking lot expenses that --          11:27:38

 2   we're not including that in the budget.  In terms of our     11:27:38

 3   Fair admission, the budget is carrying an average ticket     11:27:48

 4   price of nine dollars and 33 cents.  And that's a            11:27:54

 5   blended rate when you take the current rate for adult        11:27:54

 6   admission, senior admission, and youth admission, it         11:27:56

 7   comes out to a blended rate of nine dollars and 33           11:28:00

 8   cents.                                                       11:28:04

 9            However, our team is reviewing ticket prices        11:28:06

10   now.  We're doing a deep dive in that, and the actual        11:28:10

11   admission price will be brought back to the Board for        11:28:16

12   approval.  So what it included in the budget is that         11:28:16

13   average ticket price of nine dollars and 33 cents.           11:28:18

14   Okay.                                                        11:28:22

15            I mentioned that we won't be doing any              11:28:22

16   out-of-state travel.  None is included in the budget,        11:28:26

17   and the annual conferences and conventions that we           11:28:28

18   typically attend have all gone virtual, so no travel         11:28:34

19   required for that.  We have put in a small amount in the     11:28:36

20   budget for in-state travel if there is any mandatory         11:28:42

21   California state compliance training for which we would      11:28:50

22   need to send staff to Sacramento.                            11:28:56

23            But, again, most of that has now gone virtual.      11:28:56

24   And, obviously, all travel is in compliance with             11:29:00

25   California state law.  Okay.  Before I turn it over to       11:29:00
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 1   Ken to go over our capital and major expenditures plan,      11:29:10

 2   I'll stop and see if anyone has any comments or              11:29:10

 3   questions.  All right.                                       11:29:14

 4            COMMITTEE MEMBER LA BELLE:  Michele, do we have     11:29:20

 5   any -- this is Doug.  Do we have any comments from the       11:29:20

 6   public that they'd like to make at this time?                11:29:30

 7            CEO RICHARDS:  Certainly invite anyone from the     11:29:30

 8   public to -- to ask.                                         11:29:32

 9            REGGIE MUNDEKIS:  Hi.  Reggie Mundekis.  I'd        11:29:34

10   like to thank staff for putting together this                11:29:36

11   presentation and this budget packet.  It's a lot of work     11:29:42

12   even in a good year, and you guys are doing a great job      11:29:44

13   as far as holding it together.  And there's a lot to be      11:29:48

14   said for that these days.  And finding a way to move         11:29:52

15   forward even if it may just be slowly, so thank you.         11:29:56

16            CEO RICHARDS:  Thank you for that, Reggie.          11:30:02

17   Okay.  Any other questions or comments?                      11:30:04

18            COMMITTEE MEMBER LA BELLE:  Michele, now this       11:30:08

19   is Doug.  The projection is -- or the hope is 50 percent     11:30:10

20   Fair attendance versus the past years.  How soon will        11:30:18

21   you be able to bring to the full Board and the public        11:30:24

22   for review and comment the actual physical plan that         11:30:28

23   will reflect the 50 percent reduction in terms of how        11:30:40

24   are we go to reallocate the carnival rides?  How are we      11:30:46

25   going to reallocate the midway (inaudible,) the various      11:30:50
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 1   concessionaire areas applied?  What are we going to be       11:30:50

 2   doing initially within the buildings?                        11:30:52

 3            And my understanding is that probably just          11:30:56

 4   storage of various types of (inaudible,) but how soon        11:30:58

 5   will you be able to bring to the Board your best concept     11:31:02

 6   for the physical layout of the Fair?                         11:31:12

 7            CEO RICHARDS:  Yeah.  I think we'll have to do      11:31:12

 8   that on a rolling basis like we have been, Doug.  You        11:31:14

 9   know, every week there's new information that comes, you     11:31:18

10   know, becomes available to us.                               11:31:22

11            And especially as we continue our conversations     11:31:24

12   with Dr. Chau, but I -- I think that by shortly after        11:31:28

13   the first of the year we should have a pretty good idea      11:31:32

14   of what the -- at least what the layout should be and        11:31:36

15   what would be required in terms of, you know, indoor         11:31:44

16   shopping versus outdoor shopping, what carnival rides        11:31:44

17   would be acceptable versus which, you know, would not        11:31:50

18   be.                                                          11:31:56

19            All of that information is coming out very          11:31:56

20   quickly and changing on a regular basis.  But I think by     11:31:56

21   shortly after the first of the year, we should have a,       11:32:00

22   you know, at least a pretty good basic plan in place.        11:32:08

23            COMMITTEE MEMBER LA BELLE:  Well, half a pie is     11:32:12

24   better than no pie at all.  I would also suggest that we     11:32:12

25   look at a third of the pie is better than a half pie or      11:32:22
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 1   better than no pie at all.  That being -- what would the     11:32:22

 2   other options be in terms of a fair or event that -- say     11:32:32

 3   25 percent of full operation.  I don't know, maybe if        11:32:32

 4   you get to that point, it's just not feasible at all,        11:32:38

 5   and you need to -- you need to cancel everything.  But       11:32:46

 6   I -- I think that might be something that we would want      11:32:54

 7   to at least have in the back of our minds as a -- even a     11:32:54

 8   further back-up option.                                      11:32:56

 9            CEO RICHARDS:  Sure.  Before we would present       11:32:58

10   the question to the Board about whether the Fair would       11:33:00

11   need to be cancled, we will have so much more                11:33:02

12   information coming into 2021 than we ever did coming         11:33:10

13   into 2020.  You know there -- it wouldn't just be from a     11:33:14

14   health and safety perspective.                               11:33:16

15            But if we -- if we have to go down to a 25          11:33:18

16   percent capacity, the question then becomes:  Can we         11:33:22

17   have a fair that is either revenue neutral or as             11:33:26

18   profitable?  And in that case, we may have to decide to      11:33:32

19   go with, you know, a drive-by fair or a virtual fair         11:33:34

20   again this year.  But we've already started discussing       11:33:40

21   the back-up plan of working with other fairs to develop      11:33:42

22   a dive-thru fair concept.  So we'll have plan B in our       11:33:48

23   pocket before that time.                                     11:33:54

24            COMMITTEE MEMBER LA BELLE:  Thanks, Michele.        11:34:00

25            CEO RICHARDS:  Sure.  Ken, would you like to        11:34:00
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 1   take it from here with capital?                              11:34:04

 2            KEN KARNS:  Okay.  Thanks, Michele.  Good           11:34:10

 3   morning, everyone.  I hope you're all staying healthy        11:34:10

 4   and safe.  Capital 2021.  Much different approach this       11:34:12

 5   year, as you've heard with us being very conservative.       11:34:20

 6   We are -- we did not use the past metrics that we            11:34:22

 7   developed four or five years ago.                            11:34:26

 8            I'll remind everyone those metrics, as we           11:34:30

 9   looked at projects, if they had cost savings,                11:34:30

10   brand enhancement, if they are revenue generating, or        11:34:36

11   safety risk management oriented, we didn't use those         11:34:38

12   metrics this year.  This year we focused on safety,          11:34:42

13   safety and security, and fair goals tied to some of the      11:34:46

14   assumptions that we've made with what a fair may look        11:34:50

15   like, so we focused on those needs.                          11:35:00

16            For example, separating and creating more space     11:35:00

17   that would be required to house anyone in an RV or a         11:35:10

18   bunk house, having enough elbow room to spread things        11:35:12

19   out, the carryover of Lot G utilities, aides and that,       11:35:14

20   so that was the focus.  Again, we're really just looking     11:35:30

21   at 2021, and that's what would get approved eventually,      11:35:34

22   is just the 2021 not '22 or '23.                             11:35:34

23            In time we will do a more in depth look ahead       11:35:42

24   as we develop that and, of course, also put the tool of      11:35:44

25   the new infrastructure audit in the play into the mix as     11:35:48
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 1   we dive deep into that lookahead.  And just on that          11:35:50

 2   note, if you are glancing at the lookahead, just this        11:35:54

 3   morning as we looked at it, we found an old, what likely     11:36:00

 4   would have been a copy-and-paste error with some big         11:36:04

 5   numbers in 22 and 23 that we have to fix.                    11:36:12

 6            So as much as we looked at this, we still found     11:36:14

 7   an error this morning.  So I apologize for that.  But on     11:36:18

 8   the budget, we have only the one carryover that I spoke      11:36:18

 9   to earlier, and that's the 350,000 dollars for the Lot G     11:36:22

10   utilites.  Under Capital Expenditures, two Cap-X             11:36:28

11   depreciate items.  We have no projects and zero dollars      11:37:04

12   proposed to expend.                                          11:37:04

13            Under equipment, we're, again -- have zero          11:37:04

14   dollars, nothing proposed to expend there.  Under our        11:37:04

15   major expenditures, again, items tied to the safety and      11:37:04

16   security on the Fair.  Continuing with improvement of        11:37:04

17   our all ground Wifi, Michele mentioned earlier touchless     11:37:04

18   cashless systems.  Wifi becomes much more prevalent and      11:37:04

19   required, so some money's there continuing to expand,        11:37:14

20   repair, and develop our all grounds PA system,               11:37:14

21   again, for effective communication.                          11:37:18

22            Through some of the changes that we're              11:37:20

23   developing on the fair layouts, there's some change to       11:37:22

24   the main blue gate entry drive, so we have                   11:37:28

25   some alterations there.  Our survaillance system, some       11:37:28
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 1   parking lot maintenance required, risk management, some      11:37:34

 2   electrical boxes, and picnic tables.  Some of the large      11:37:40

 3   gathering areas that we have under shade structures          11:37:50

 4   won't be viable, don't look to be viable.  So as we          11:37:50

 5   distribute and create space, more picnic tables.             11:37:52

 6            So that brings us to major expenditure total        11:38:04

 7   carried forward of 325, a buget of 325 with a 150,000        11:38:04

 8   dollar contingency.  We believe that it is likely that       11:38:30

 9   some materials might be required as we develop the Fair      11:38:30

10   that we could bring back to the Board.  We've been           11:38:30

11   carrying a contingency for a number of years now, so         11:38:30

12   we've had that there for a Cap-X budget of 475.  The         11:38:30

13   carryover of the 350 brings us to a grand total of 825       11:38:36

14   for our 2021 capital project.                                11:38:42

15            CEO RICHARDS:  I think this would be a good         11:38:48

16   place to stop, again, if anyone has any questions or         11:38:48

17   comments either our Board members or the public?             11:38:50

18            COMMITTEE MEMBER LA BELLE:  Yes.  Michele and       11:38:56

19   Ken, this is Doug.  And I'd like to, you know, get any       11:38:56

20   public comments as well.  But a couple of thoughts:  The     11:39:00

21   EMG infrastructure study, as I've said on a couple of        11:39:08

22   occasions, I thought was a very -- overall a very            11:39:10

23   outstanding document and my understanding that those         11:39:16

24   safety items that have been articulated in that study        11:39:16

25   are in the system for correction during the insuring         11:39:30
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 1   fiscal year.                                                 11:39:34

 2            I would also like to see the -- a consultant,       11:39:40

 3   an engineering consultant be selected to -- during the       11:39:40

 4   course of the year to design the water system --             11:39:42

 5   domestic water system improvements that are needed on        11:39:54

 6   site per the EMG recommendation.  And I'd also like to       11:39:54

 7   say that the videotaping or scoping of the sanitary          11:39:54

 8   sewer lines onsite be completed.                             11:40:04

 9            I'm quite certain that between the City of          11:40:06

10   Costa Mesa, the County of Orange, the San District, they     11:40:14

11   would have the equipment necessary to complete that work     11:40:16

12   and that could be done as a, you know, with a contract       11:40:18

13   with those -- there's ways to do that.  Also, as we look     11:40:20

14   to the future, I think, you know, we've got a number of      11:40:30

15   areas where solar facilities can be installed that would     11:40:34

16   reduce our ongoing utility cost to Edison.                   11:40:38

17            And I'd like to see maybe an RFP included in        11:40:42

18   the budget process for selecting a solar consultant just     11:40:56

19   like we do the sound consultant to come in and provide       11:40:56

20   options for the staff and Board to look at on an ongoing     11:40:58

21   basis.  I wouldn't envision any of that work actually        11:41:04

22   being completed during the next fiscal year, but we          11:41:14

23   could get the information and be ready to move ahead in      11:41:18

24   20- -- 22.                                                   11:41:18

25            And then also as I mentioned at the last board      11:41:22
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 1   meeting when the infrastructure study was presented,         11:41:24

 2   there are capital projects and there are maintenance         11:41:26

 3   projects.  I'm assuming that things that appear within       11:41:28

 4   maintenance projects have been included within a various     11:41:38

 5   line items within the operating budget in addition to        11:41:42

 6   what you have shown here; is that correct?                   11:41:44

 7            CEO RICHARDS:  That's correct, Doug.                11:41:44

 8            COMMITTEE MEMBER LA BELLE:  Okay.  I think this     11:41:46

 9   would be my general comments on the capital budget.  I       11:41:52

10   certainly agree that, you know, we need to be as prudent     11:42:00

11   and as cautious as we can.  But I think the primary          11:42:00

12   factor of the infrastructure study was to get the stuff      11:42:06

13   in the ground completed that needs to be completed, you      11:42:10

14   know, before we start moving buildings around and doing      11:42:14

15   other things like that, so those would be my thoughts on     11:42:18

16   that.                                                        11:42:20

17            CEO RICHARDS:  Very good.  We've made note of       11:42:22

18   that, and I hope you'll bring that up when we review         11:42:24

19   with the full Board next week too.                           11:42:26

20            COMMITTEE MEMBER LA BELLE:  I will certainly do     11:42:32

21   that.                                                        11:42:32

22            CEO RICHARDS:  Good.  Very good.  And we've         11:42:34

23   added that to our notes as well, so --                       11:42:36

24            REGGIE MUNDEKIS:  This is Reggie.  I have a few     11:42:38

25   comments.  I support what Director La Belle said, and I      11:42:42
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 1   would like to ask about in the infrastructure study          11:42:46

 2   there was a need to do the electrical panel study when       11:42:58

 3   we had higher staffing levels and more people using the      11:42:58

 4   facility.                                                    11:43:06

 5            So maybe the 2021 Fair, even though it's a          11:43:06

 6   smaller fair that may be a good opportunity to do that       11:43:08

 7   electrical panel study because that would be the first       11:43:16

 8   time the property is heavily loaded in a while and, you      11:43:18

 9   know, something is better than nothing, you know -- and      11:43:20

10   you can talk to the consultants about that.                  11:43:22

11            And then in the infrastructure study, the           11:43:26

12   consultant identified that there could be structural         11:43:30

13   issues in the buildings at the equestrian center and         11:43:34

14   recommended that a structural engineer be brought in to      11:43:36

15   inspect and issue a report.  And I -- given the way the      11:43:42

16   equestrian center contract is written, the fairgrounds       11:43:48

17   may pay for that upfront, but that cost should be passed     11:43:56

18   along to the equestrian center operator, you know.           11:43:56

19            So we need to get that process started because      11:43:56

20   what we're dealing with as far as the buildings at the       11:44:04

21   equestrian center are metal buildings which are being        11:44:12

22   corroded, and corrosion is one of your most insidious        11:44:14

23   and difficult construction problems because many times       11:44:20

24   you can have something that just looks okay from the         11:44:20

25   outside because the rust is just holding itself together     11:44:22
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 1   in the outside with a thin shell, but it can be corroded     11:44:28

 2   through.                                                     11:44:28

 3            It's a common problem in bridges on the east        11:44:28

 4   coast, so we do want to have a structures person come in     11:44:30

 5   and look at those buildings and start that down the road     11:44:36

 6   to getting repairs made at -- paid for by the equestrian     11:44:36

 7   center operator according to the contract, so thank you      11:44:44

 8   guys, and thanks for the good presentation on this.          11:44:48

 9            CEO RICHARDS:  All right.                           11:44:52

10            KEN KARNS:  If I could, Michele?                    11:44:52

11            CEO RICHARDS:  Yes.                                 11:44:58

12            KEN KARNS:  So a couple of things.  We did have     11:44:58

13   an opportunity once we were done with the public             11:44:58

14   infrastructure meeting and then the board meeting to         11:45:04

15   have some follow up with the consultant and CCA              11:45:06

16   discussions on the electrical infrared study in              11:45:12

17   appropriate timing.  That was discussed, so thank you        11:45:14

18   for that, Reggie, along with the camering and sewer          11:45:16

19   lines.  So we're looking at those things and noted           11:45:20

20   Doug's other comments as well, so thank you.                 11:45:24

21            CEO RICHARDS:  All right.  Okay.  Coming down       11:45:32

22   the home stretch, as we present every year.  Our             11:45:32

23   expenses over 50,000.  So this is in accordance with         11:45:38

24   Board Policy 4.05.02, which outlines the contracting and     11:45:40

25   signature authority of the CEO.  And according to this       11:45:52
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 1   policy and the by-laws, certainly the items that are         11:45:52

 2   included in the budget are considered approved when the      11:45:56

 3   budget is approved.                                          11:45:58

 4            In addition, the CEO has delegated authority        11:46:00

 5   from the Board of Directors to execute a check or            11:46:06

 6   purchase commitment of 50,000 dollars or less.  The          11:46:10

 7   Board has recently approved the CEO's authority to           11:46:14

 8   execute talent guarentees of 400,000 or less, and then       11:46:22

 9   as the policy states:  Anything that is an approved          11:46:28

10   contract, LOU, or rental agreement or is payment for         11:46:36

11   utilities, Cal Card expenditures, insurance, payroll, or     11:46:40

12   state mandated services or anything that is included in      11:46:44

13   this table.                                                  11:46:50

14            Our expense is over 50,000 and these are often      11:47:02

15   mandated expenses.  For example, sales and use tax           11:47:02

16   through the Board of Equalization.  State Fire Marshal       11:47:02

17   services fees, attorneys fees through the Department of      11:47:04

18   Justice.  California non-residents withholding               11:47:10

19   remittance through the Franchise Tax Board and then          11:47:14

20   added this year are unemployment fees through the            11:47:14

21   California EDD because we are continuing to be billed        11:47:20

22   for unemployment fees.                                       11:47:24

23            We have budgeted for some, but there may be         11:47:28

24   some other unanticipated unemployment fees as people         11:47:30

25   file for -- our seasonal people file for unemployment.       11:47:40
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 1   So that is our expense -- expenses over 50,000 dollar        11:47:40

 2   list for this year.  We also wanted to provide the --        11:47:44

 3   the committee with a list of the RFPs that we plan to        11:47:50

 4   release in 2021.  Some of these we've already started        11:47:54

 5   working on because they'll be released right after           11:48:06

 6   the -- the first of the year, but what you see are the       11:48:08

 7   proposed release dates.                                      11:48:08

 8            They include:  Restroom trailers with ADA           11:48:10

 9   access; shuttle services, if needed for our Fair guests      11:48:12

10   and employees; golf cart rentals; our bottled water          11:48:22

11   sponsorship or purchase; fencing rental; mobile modular      11:48:22

12   portable storage; the services that provide concert          11:48:32

13   merchandising, such as, you know, T-shirts and souvenirs     11:48:36

14   for the concerts; our carbonated beverages and bottled       11:48:38

15   water sponsorship; admissions and teller office              11:48:46

16   trailers; the Pacific Amphitheater video services;           11:48:48

17   armored courier services; and campground restroom            11:48:52

18   trailer with ADA.                                            11:48:56

19            So that is a complete list of the RPFs that we      11:48:56

20   expect to released in 2021.  So as we take all of that       11:49:02

21   information, all of those 52 worksheets, plus the Cap-X      11:49:08

22   plan, and roll it up into a 2021 budget, we come up with     11:49:12

23   21,445,879 dollars in revenue from OCFEC self-produced       11:49:18

24   events.  Total rental revenue, which would include our       11:49:30

25   year-round events, 1.9 million.                              11:49:42
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 1            Additional non-operating revenue of 182,442.        11:49:42

 2   For a total revenue of 23 million 525 dollars -- 25,020      11:49:48

 3   dollars.  On the expense side, our total operating           11:49:54

 4   expense.  We're budgeting for 30.5 million.                  11:49:56

 5   Non-operating expense, which includes depreciation,          11:50:06

 6   major projects, and then GASB 68, the net pension            11:50:06

 7   adjustment is 4.8 million for total expenses of 35.3         11:50:08

 8   million and net proceeds of negative 11,818,500.  Okay.      11:50:20

 9   I'll stop there if anybody has questions and then we'll      11:50:26

10   move on to our -- kind of our first pass at a Fair PNL.      11:50:34

11            All right.  Hearing none, our team has done a       11:50:40

12   great job of pulling out those expenses.                     11:50:44

13            COMMITTEE MEMBER LA BELLE:  Michele?                11:50:48

14            CEO RICHARDS:  Yes.  I was on mute and talking.     11:50:50

15   It doesn't work very well.  I'm sorry.  Two things real      11:50:56

16   quick, just I mentioned the solar item earlier.  I will      11:50:58

17   be suggesting to the full Board when they review the         11:51:06

18   budget I think next week, again, I guess, we're looking      11:51:06

19   at adoption in -- of December that we add an RFP or a        11:51:08

20   solar consultant to come in and do the options for that.     11:51:14

21   So I'll be asking that that be included in the RFPs.         11:51:20

22            And lastly, I should have mentioned this            11:51:22

23   earlier.  I know that we have, through Lisa Sexton, we       11:51:30

24   have a number of concerts that were going to be held         11:51:32

25   this past year that have indicated a desire to be here       11:51:40
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 1   in 2021.  I think it was ten or eleven if I recall           11:51:40

 2   correctly.  I would suggest that we get a determination,     11:51:44

 3   at least to get a determination for you and the staff to     11:51:54

 4   consider and present to the Board sooner rather than         11:51:58

 5   later.                                                       11:51:58

 6            Of those 11 concerts that needs to be carried       11:52:00

 7   over and get a determination made as soon as we can          11:52:12

 8   relative to any of those 50 percent attendance               11:52:12

 9   standpoint.  If they do, that's great.  If they don't        11:52:16

10   then we'd have to move to plan B which would be the          11:52:24

11   distribute bands that we have previously talked about        11:52:26

12   so --                                                        11:52:30

13            CEO RICHARDS:  Right.                               11:52:30

14            COMMITTEE MEMBER LA BELLE:  Hoping we could get     11:52:32

15   that up as soon as possible to, you know, by January to      11:52:34

16   include that in the planning process for 2021.               11:52:40

17            CEO RICHARDS:  Yes.  And that also may be on a      11:52:40

18   rolling basis, Doug, as we renegotiate those contracts,      11:52:42

19   we may be able to report those as they come up, but          11:52:50

20   certainly we'll have a much clearer picture by January.      11:52:54

21            COMMITTEE MEMBER LA BELLE:  Thanks.                 11:52:58

22            CEO RICHARDS:  Noted.  Sure.  Okay.  So as we       11:53:00

23   pull out those expenses and the revenue that is uniquely     11:53:02

24   fair, our staff has done a great job of creating a very      11:53:14

25   preliminary first look at a 2021 budgeted PNL for -- for     11:53:16
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 1   the fair.  We're looking at revenue from attractions and     11:53:26

 2   other services of 23.35 million.                             11:53:28

 3            Against expenses in the categories of               11:53:32

 4   attractions, marketing, other services and, of course,       11:53:36

 5   labor of 13.9 million so we were very pleased that our       11:53:46

 6   goal of being somewhere between revenue neutral and 2        11:53:52

 7   million dollars profit on a 2021 Fair, we believe will       11:53:54

 8   be substantially more than that.                             11:54:00

 9            Now, this is, you know, I say that with caution     11:54:02

10   because again so many things are changing on a regular       11:54:04

11   basis but as budgeted right now, we believe that we          11:54:08

12   could bring a modified 2021 Fair, you know, and have --      11:54:14

13   have that budgeted net proceeds of 6.4 million.  So --       11:54:16

14   so that concludes the presentation.  I know I stopped        11:54:24

15   along the way but happy to take any additional questions     11:54:32

16   or comments or any further direction from Newton or Doug     11:54:32

17   as we'll be reviewing this with the full Board next week     11:54:40

18   at the November board meeting.                               11:54:42

19            DIRECTOR PHAM:  I think Doug covered it pretty      11:54:48

20   well.                                                        11:54:50

21            CEO RICHARDS:  Okay.  Any other?                    11:54:50

22            COMMITTEE MEMBER LA BELLE:  I have nothing -- I     11:54:54

23   have nothing further, Michele.  And I think you've done      11:54:54

24   an outstanding job of putting together options for --        11:54:58

25   for the Board to consider as well as, you know, the          11:55:02
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 1   public to -- to get as much transparency in the project      11:55:06

 2   as we can.  And I just want to thank you for an              11:55:12

 3   excellent job, you and the staff, Ken, Joan, all the         11:55:14

 4   others for the good work you have done putting this all      11:55:20

 5   together.                                                    11:55:20

 6            CEO RICHARDS:  Well, thank you.  You know that      11:55:22

 7   any accomplishment goes to the team for sure.  They've       11:55:26

 8   done an excellent job of working through some very           11:55:30

 9   difficult circumstances and trying to put at least some      11:55:34

10   budgeted certainty around a future that's very               11:55:38

11   uncertain at this point.  But I think everyone did an        11:55:46

12   exceptional job, so I want to recognize the work that        11:55:46

13   the staff did.                                               11:55:50

14            And they're on the call today so great job,         11:55:50

15   everybody, thank you for your teamwork on this.  And we      11:55:52

16   are -- if there are no other questions, comments or          11:55:58

17   additions, then we'll be bringing this to the Board in       11:56:02

18   November, next week.  Thursday of next week.  9:00 a.m.,     11:56:08

19   and we thank you for your time and Newton and Doug,          11:56:16

20   thank you for your -- your guidance and your leadership      11:56:18

21   on this.                                                     11:56:20

22            COMMITTEE CHAIR PHAM:  Thank you.                   11:56:26

23            CEO RICHARDS:  Okay.  Newton, if you want to        11:56:28

24   call the meeting to a close  Oh, do we have another          11:56:30

25   comment?  No.  Okay.  If you want to call the meeting        11:56:32
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 1   closed then we'll all get back to work.                      11:56:38

 2            COMMITTEE CHAIR PHAM:  All right.  I guess          11:56:46

 3   there's no gavel, but, yeah, I call the meeting to a         11:56:46

 4   close.                                                       11:56:48

 5            (Whereupon, the OCFEC Financial Monitoring          11:56:48

 6   Committee Budget Study Session was hereby adjourned at       11:56:48

 7   10:56 a.m.)                                                  11:56:48

 8                                                                11:56:48

 9                                                                11:56:48

10                                                                11:56:48

11                                                                11:56:48

12                                                                11:56:48

13                                                                11:56:48

14                                                                11:56:48

15                                                                11:56:48

16                                                                11:56:48

17                                                                11:56:48

18                                                                11:56:48

19                                                                11:56:48

20                                                                11:56:48

21                                                                11:56:48

22                                                                11:56:48

23                                                                11:56:48

24                                                                11:56:48

25                                                                11:56:48
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 1                         CERTIFICATE                            11:56:48

 2                              OF                                11:56:48

 3                 CERTIFIED SHORTHAND REPORTER                   11:56:48

 4                        *   *   *   *                           11:56:48

 5                                                                11:56:48

 6                                                                11:56:48

 7        The undersigned Certified Shorthand Reporter of the     11:56:48

 8   State of California does hereby certify:                     11:56:48

 9        That the foregoing Proceeding was taken before me       11:56:48

10   at the time and place therein set forth.                     11:56:48

11        That the statements made at the time of the             11:56:48

12   Proceeding were recorded stenographically by me and were     11:56:48

13   thereafter transcribed, said transcript being a true and     11:56:48

14   correct copy of the proceedings thereof.                     11:56:48

15        In witness whereof, I have subscribed my name, this     11:56:48

16   date:  11/23/2020                                            11:56:48

17                                                                11:56:48

18                                                                11:56:48

19                                                                11:56:48

20                            _______________________________     11:56:48

21                           Patricia Garrido, CSR No. 14364      11:56:48
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		170						LN		7		2		false		             2    Board, the staff, and certainly the public will receive				false

		171						LN		7		3		false		             3    regular updates as well.				false

		172						LN		7		4		false		             4             Let's take a quick look back at the 2020				false

		173						LN		7		5		false		             5    budget.  As I mentioned before, the 2020 budget was				false

		174						LN		7		6		false		             6    developed from the ground up.  And when we all came				false

		175						LN		7		7		false		             7    together at this time last year, we talked about the --				false

		176						LN		7		8		false		             8    that there were some gremlins that we found in the 2019				false

		177						LN		7		9		false		             9    budget worksheets.  So we took the opportunity to kind				false

		178						LN		7		10		false		            10    of wipe the slate clean and start the budget developing				false

		179						LN		7		11		false		            11    it from the ground up.  And that was an excellent				false

		180						LN		7		12		false		            12    exercise for all of us to go through.  And that made it				false

		181						LN		7		13		false		            13    significantly easier to tackle the budget for --				false

		182						LN		7		14		false		            14    for this year.				false

		183						LN		7		15		false		            15             However, nothing about the 2020 budget				false

		184						LN		7		16		false		            16    preparation process could have prepared us for this year				false

		185						LN		7		17		false		            17    that we're experiencing right now.  I think it's				false

		186						LN		7		18		false		            18    stretched all of our, you know, our knowledge, our				false

		187						LN		7		19		false		            19    experience, and sometimes our patience too, but we are				false

		188						LN		7		20		false		            20    moving forward.  The cancellation of the 2020 OC Fair				false

		189						LN		7		21		false		            21    and our inability to hold mass gatherings has had a				false

		190						LN		7		22		false		            22    devastating impact on our 2020 budget.				false

		191						LN		7		23		false		            23             As a reminder in May, we initially estimated a				false

		192						LN		7		24		false		            24    20-million-dollar deficit to budget by the end of the				false

		193						LN		7		25		false		            25    year, and we projected an 18-million-dollar loss in our				false

		194						PG		8		0		false		page 8				false

		195						LN		8		1		false		             1    cash reserves.  Well, I'm happy to report that				false

		196						LN		8		2		false		             2    throughout the year, because we have focused so				false

		197						LN		8		3		false		             3    carefully on cutting costs, we've provided the property				false

		198						LN		8		4		false		             4    for emergency purposes, and we've worked with our				false

		199						LN		8		5		false		             5    promoters on safe and healthy vehicle-based events, we				false

		200						LN		8		6		false		             6    have been able to close that gap.				false

		201						LN		8		7		false		             7             So as of today, we are now projecting a 16.8				false

		202						LN		8		8		false		             8    million-dollar-deficit to budget compared to that				false

		203						LN		8		9		false		             9    original 20 million, and a 16.6-million-dollar loss in				false

		204						LN		8		10		false		            10    our cash reserves by the end of the year compared to				false

		205						LN		8		11		false		            11    that initial 18-million-dollar projection.  So we have				false

		206						LN		8		12		false		            12    made -- we have made progress despite the fact that we				false

		207						LN		8		13		false		            13    didn't have the Fair and our event activity has been --				false

		208						LN		8		14		false		            14    has been minimal.				false

		209						LN		8		15		false		            15             So coming into the 2021 budget, we first set				false

		210						LN		8		16		false		            16    two specific goals for staff.  The first one is we				false

		211						LN		8		17		false		            17    wanted to close that gap, that budget loss from 2020.				false

		212						LN		8		18		false		            18    So we set a goal to deliver a budget that was somewhere				false

		213						LN		8		19		false		            19    between a 10-million and a 12-million-dollar net deficit				false

		214						LN		8		20		false		            20    to budget.  That represents a 35 to 40 percent				false

		215						LN		8		21		false		            21    improvement from 2020.				false

		216						LN		8		22		false		            22             We also set a second goal that if we were able				false

		217						LN		8		23		false		            23    to have a 2021 Fair, that it would absolutely need to be				false

		218						LN		8		24		false		            24    either revenue neutral or revenue positive.  And so we				false

		219						LN		8		25		false		            25    established a budget of up to a two-million dollar net				false
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		221						LN		9		1		false		             1    proceeds from the 2021 Fair.  And as you will see later				false

		222						LN		9		2		false		             2    in the presentation, I'm very proud to say that the				false

		223						LN		9		3		false		             3    staff delivered on both of those goals.  So we developed				false

		224						LN		9		4		false		             4    a very specific set of budget assumptions for the staff				false

		225						LN		9		5		false		             5    to work with.				false

		226						LN		9		6		false		             6             Again, it was the best information that we have				false

		227						LN		9		7		false		             7    available at this time.  We set aside 825,000 dollars				false

		228						LN		9		8		false		             8    for the capital budget, which Ken will speak about a				false

		229						LN		9		9		false		             9    little bit later.  We assumed that we would continue to				false

		230						LN		9		10		false		            10    have minimal event activity in Q1 and Q2 of 2021, have a				false

		231						LN		9		11		false		            11    modified fair in Q3, and then in Q4 see a reduction of				false

		232						LN		9		12		false		            12    25 percent compared to the event activity -- sorry.  Not				false

		233						LN		9		13		false		            13    a reduction of 25 percent, but activity reduced to 25				false

		234						LN		9		14		false		            14    percent of what we saw in Q4 of 2019, which was the last				false

		235						LN		9		15		false		            15    full quarter of robust events held at the OC Fair and				false

		236						LN		9		16		false		            16    Event Center.				false

		237						LN		9		17		false		            17             We were committed to keeping our civil service				false

		238						LN		9		18		false		            18    labor head count the same as 2020.  The budget does				false

		239						LN		9		19		false		            19    include the state mandated pay cuts for those employees.				false

		240						LN		9		20		false		            20    Our utilities and other operational expenses we knew				false

		241						LN		9		21		false		            21    would be cut from 2020, and every department did an				false

		242						LN		9		22		false		            22    excellent job at that.  Again, a budget assumption that				false

		243						LN		9		23		false		            23    if we are to have a 2021 Fair that we would budget for a				false

		244						LN		9		24		false		            24    fixed daily attendance at half of what it has				false

		245						LN		9		25		false		            25    historically been in recent years which is about 30,000				false
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		247						LN		10		1		false		             1    people per day at that reduced capacity.				false

		248						LN		10		2		false		             2             We are assuming that our 2021 OC Fair expenses				false

		249						LN		10		3		false		             3    will be adjusted because we're going to have to adjust				false

		250						LN		10		4		false		             4    our programming in order to maintain all of the health				false

		251						LN		10		5		false		             5    and safety procedures.  We are assuming that the Pacific				false

		252						LN		10		6		false		             6    Amphitheater concerts would be sold at 50 percent				false

		253						LN		10		7		false		             7    capacity.  And, again, that's so that we can have that				false

		254						LN		10		8		false		             8    safe social distancing for concertgoers.				false

		255						LN		10		9		false		             9             Another assumption is that we needed to make				false

		256						LN		10		10		false		            10    sure that any programming that we had at the 2021 Fair				false

		257						LN		10		11		false		            11    would need to be adjusted, not only to be safe and				false

		258						LN		10		12		false		            12    healthy, but also to achieve our budget goals.  So if				false

		259						LN		10		13		false		            13    it's something that costs too much for us to provide or				false

		260						LN		10		14		false		            14    if it -- it can't sustain itself from a budget				false

		261						LN		10		15		false		            15    standpoint, it's programming that we would need to				false

		262						LN		10		16		false		            16    eliminate.				false

		263						LN		10		17		false		            17             And then, of course, we are assuming that we				false

		264						LN		10		18		false		            18    will need additional staff and supplies for increased				false

		265						LN		10		19		false		            19    health and safety initiatives, not additional staff				false

		266						LN		10		20		false		            20    throughout the year but certainly additional staff				false

		267						LN		10		21		false		            21    during the fair and supplies throughout the year to keep				false

		268						LN		10		22		false		            22    us all healthy and safe.  I'll stop there and see if				false

		269						LN		10		23		false		            23    anyone has any specific questions.  Okay.  Hearing none,				false

		270						LN		10		24		false		            24    we'll continue.				false

		271						LN		10		25		false		            25             Just like last year, we wanted to do a survey				false
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		273						LN		11		1		false		             1    of the economic landscape in Orange County.  That's very				false

		274						LN		11		2		false		             2    helpful in trying to determine what our budget could be,				false

		275						LN		11		3		false		             3    or what those revenue and expense categories should be.				false

		276						LN		11		4		false		             4    And, once again, we turn to the Woods Center for				false

		277						LN		11		5		false		             5    Economic Analysis and Forecasting through Cal State				false

		278						LN		11		6		false		             6    Fullerton.  We have found that this is an excellent				false

		279						LN		11		7		false		             7    report.  It's local.  It's about Orange County, and it				false

		280						LN		11		8		false		             8    is truly excellent.				false

		281						LN		11		9		false		             9             And so I'll remind everyone that at this time				false

		282						LN		11		10		false		            10    last year, one of the quotes taken from the Wood Center				false

		283						LN		11		11		false		            11    report said that the baseline scenario from top Orange				false

		284						LN		11		12		false		            12    County economist is that, while flirting with recession				false

		285						LN		11		13		false		            13    over the next 12-18 months, the US economy will manage				false

		286						LN		11		14		false		            14    to escape it but just barely.  So it was a lot rosier				false

		287						LN		11		15		false		            15    outlook than what we experienced.				false

		288						LN		11		16		false		            16             This year's report also states that at the end				false

		289						LN		11		17		false		            17    of February of this year, the US was basking in the				false

		290						LN		11		18		false		            18    golden age of an expansion that had lasted more than a				false

		291						LN		11		19		false		            19    decade.  The report goes on to say that then we				false

		292						LN		11		20		false		            20    experienced the Great Disruption.  And I love this title				false

		293						LN		11		21		false		            21    of the effect that the pandemic has had on our economy				false

		294						LN		11		22		false		            22    because it truly has been a great disruption.  And I				false

		295						LN		11		23		false		            23    think if you -- if you ask any of our employees they				false

		296						LN		11		24		false		            24    would absolutely agree with that title.  It has been a				false

		297						LN		11		25		false		            25    great disruption.				false
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		299						LN		12		1		false		             1             But the report is a little more optimistic.  It				false

		300						LN		12		2		false		             2    goes on to say that more encouragingly after a difficult				false

		301						LN		12		3		false		             3    summer, there are now signs that the economy is growing				false

		302						LN		12		4		false		             4    more confidently around the virus, so to speak.  So				false

		303						LN		12		5		false		             5    we're -- we're learning how to do things differently and				false

		304						LN		12		6		false		             6    still move forward.  These developments make a strong				false

		305						LN		12		7		false		             7    case for a sustained economic recovery, which although				false

		306						LN		12		8		false		             8    fragile, is unlikely to heel over into another abyss				false

		307						LN		12		9		false		             9    over the forecast horizon.  And that's very good news				false

		308						LN		12		10		false		            10    for us as we look to possibly have a 2021 Fair.				false

		309						LN		12		11		false		            11             The other important information that we looked				false

		310						LN		12		12		false		            12    at was regarding the health and safety landscape.  We				false

		311						LN		12		13		false		            13    are now holding regular meetings with Dr. Clayton Chau				false

		312						LN		12		14		false		            14    who is the Orange County public health officer.  He has				false

		313						LN		12		15		false		            15    agreed to go along the planning cycle with us with				false

		314						LN		12		16		false		            16    regard to the Fair.  And in a call that we had with				false

		315						LN		12		17		false		            17    Dr. Clayton Chau just a couple of weeks ago, the first				false

		316						LN		12		18		false		            18    question we asked him is:  Given the information that				false

		317						LN		12		19		false		            19    the State has put out regarding theme parks or amusement				false

		318						LN		12		20		false		            20    parks, does he see the OC Fair in that same category?				false

		319						LN		12		21		false		            21             And you might remember that the reaction to				false

		320						LN		12		22		false		            22    those guidelines was -- was quite negative and a little				false

		321						LN		12		23		false		            23    depressing to tell you the truth.  Dr. Chau's answer was				false

		322						LN		12		24		false		            24    a resounding "No" that he does not see the OC Fair in				false

		323						LN		12		25		false		            25    the same category as a theme park or an amusement park,				false
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		325						LN		13		1		false		             1    and he went over the reasons why.  So he believes that				false

		326						LN		13		2		false		             2    there is potential to host a modified 2021 OC Fair.  We				false

		327						LN		13		3		false		             3    reviewed our budget assumptions with Dr. Chau, and he				false

		328						LN		13		4		false		             4    agreed with every one of them.  But we found it very				false

		329						LN		13		5		false		             5    interesting that he gave us very specific milestones				false

		330						LN		13		6		false		             6    that would have to be met in order to host a 2021 OC				false

		331						LN		13		7		false		             7    Fair, and those are listed on the slide.				false

		332						LN		13		8		false		             8             The first one is that there has to be an				false

		333						LN		13		9		false		             9    approved COVID-19 vaccine on the market.  And as we've				false

		334						LN		13		10		false		            10    heard in the news over the last several days, it seems				false

		335						LN		13		11		false		            11    we're very close to that, and Dr. Chau agreed with that.				false

		336						LN		13		12		false		            12    He believes that there will be a viable vaccine very				false

		337						LN		13		13		false		            13    early in the new year.				false

		338						LN		13		14		false		            14             The second criteria is that the vaccine must be				false

		339						LN		13		15		false		            15    widely distributed in Orange County, and there's a lot				false

		340						LN		13		16		false		            16    of discussion right now in the market about how a				false

		341						LN		13		17		false		            17    vaccine might be distributed.  Some believe that it will				false

		342						LN		13		18		false		            18    take a long, long time.  Others believe that it would be				false

		343						LN		13		19		false		            19    distributed very quickly, so that's one of the metrics				false

		344						LN		13		20		false		            20    that we're watching.				false

		345						LN		13		21		false		            21             The third criteria is that people have to be				false

		346						LN		13		22		false		            22    accepting of the vaccination.  They have to go and get				false

		347						LN		13		23		false		            23    vaccinated so that we can achieve an immunity level in				false

		348						LN		13		24		false		            24    Orange County of between 65 and 80 percent.  And, again,				false

		349						LN		13		25		false		            25    if you're following the news, you know that UCI came out				false
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		351						LN		14		1		false		             1    with a study recently that showed that the immunity				false

		352						LN		14		2		false		             2    level in Orange County is actually significantly higher				false

		353						LN		14		3		false		             3    than originally estimated.				false

		354						LN		14		4		false		             4             I think originally it was at three percent, and				false

		355						LN		14		5		false		             5    it's now almost 12 percent, so we're part of the way				false

		356						LN		14		6		false		             6    there.  And then the Health Care Agency is also				false

		357						LN		14		7		false		             7    experimenting with the use of an app where event				false

		358						LN		14		8		false		             8    attendees would be able to show proof of vaccination.				false

		359						LN		14		9		false		             9    So all of that criteria we're watching very carefully,				false

		360						LN		14		10		false		            10    and we're staying in regular contact with Dr. Chau, as				false

		361						LN		14		11		false		            11    we move forward in planning the OC Fair.				false

		362						LN		14		12		false		            12             A quick look at our labor budget:  The total				false

		363						LN		14		13		false		            13    labor budget is 15.5 million.  That includes salaries,				false

		364						LN		14		14		false		            14    wages, benefits, payroll taxes, et cetera.  I should				false

		365						LN		14		15		false		            15    note that that is a 4.9-million-dollar reduction from				false

		366						LN		14		16		false		            16    the 2020 budget and that includes both our year-round				false

		367						LN		14		17		false		            17    staff and the seasonal part-time staff that we would				false

		368						LN		14		18		false		            18    need to hire for year-round events and the OC Fair.				false

		369						LN		14		19		false		            19             So that reduction, 4.9, is impressive, and that				false

		370						LN		14		20		false		            20    is despite the fact that once again, we're seeing a				false

		371						LN		14		21		false		            21    dollar increase in minimum wage from 13 for 14 dollars				false

		372						LN		14		22		false		            22    per hour.  We're seeing some pretty significant				false

		373						LN		14		23		false		            23    increases in the public employee's retirement system				false

		374						LN		14		24		false		            24    contribution, the pension contributions.				false

		375						LN		14		25		false		            25             I said earlier that we're -- we're not planning				false
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		377						LN		15		1		false		             1    on any new civil service head count with one exception,				false

		378						LN		15		2		false		             2    which I'll -- I'll explain in a few minutes and that in				false

		379						LN		15		3		false		             3    addition our labor budget includes projected cuts in our				false

		380						LN		15		4		false		             4    year-round and fair time part-time head count.  And				false

		381						LN		15		5		false		             5    that's due to a decrease in events and a decrease in the				false

		382						LN		15		6		false		             6    projected attendance for the fair.  Okay.				false

		383						LN		15		7		false		             7             We are, again, according to our schedule that				false

		384						LN		15		8		false		             8    we set up a few years ago, we will take a very modest				false

		385						LN		15		9		false		             9    increase in our facility rental fees once we are able to				false

		386						LN		15		10		false		            10    begin having events indoors of between 25 and 75 dollars				false

		387						LN		15		11		false		            11    per day.  And then the -- the space that our merchants				false

		388						LN		15		12		false		            12    take up during the Fair will have a small increase of 25				false

		389						LN		15		13		false		            13    to 75 dollars for the entire run of Fair which averages				false

		390						LN		15		14		false		            14    out to about three dollars per day, so -- okay.  I think				false

		391						LN		15		15		false		            15    I'll stop there, again, and see if anyone has any				false

		392						LN		15		16		false		            16    questions or comments.				false

		393						LN		15		17		false		            17             All right.  Hearing none, we will proceed.  We				false

		394						LN		15		18		false		            18    wanted to review some of the big changes in the budget				false

		395						LN		15		19		false		            19    this year from both the revenue side and the expense				false

		396						LN		15		20		false		            20    side.  And as I mentioned earlier, we've provided the				false

		397						LN		15		21		false		            21    Board and the public with individual department				false

		398						LN		15		22		false		            22    worksheets.  If anyone had any specific questions, but				false

		399						LN		15		23		false		            23    this is a bigger picture view of revenue to start.				false

		400						LN		15		24		false		            24             So our 2020 budget included 52.2 million				false

		401						LN		15		25		false		            25    dollars in revenue.  We are budgeting for 23.5 million				false
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		403						LN		16		1		false		             1    dollars in 2021.  Here are the big factors that are				false

		404						LN		16		2		false		             2    contributing to that decrease in revenue.  First of all,				false

		405						LN		16		3		false		             3    no Orange County Market Place.  We expect to have fewer				false

		406						LN		16		4		false		             4    events in 2021.  Our interest revenue is decreasing both				false

		407						LN		16		5		false		             5    as the interest rate is coming down and our cash				false

		408						LN		16		6		false		             6    reserves balance is coming down.				false

		409						LN		16		7		false		             7             We don't expect as much revenue coming from our				false

		410						LN		16		8		false		             8    Fair admissions this year.  We are currently in the				false

		411						LN		16		9		false		             9    process of renegotiating all of those performance fees				false

		412						LN		16		10		false		            10    for the acts that were going to play in 2021 and are --				false

		413						LN		16		11		false		            11    and have been resched- -- sorry -- in 2020.  And are now				false

		414						LN		16		12		false		            12    being rescheduled for 2021.  We're negotiating those				false

		415						LN		16		13		false		            13    performance fees in order to be profitable at that 50				false

		416						LN		16		14		false		            14    percent capacity in the Pacific Amphitheater.				false

		417						LN		16		15		false		            15             We are eliminating Super Pass sales.  You can't				false

		418						LN		16		16		false		            16    control capacity if you've got thousands and thousands				false

		419						LN		16		17		false		            17    of Super Passes already out there.  So we will be				false

		420						LN		16		18		false		            18    eliminating Super Pass sales.  We're planning on 50				false

		421						LN		16		19		false		            19    percent capacity in the hanger which is reducing our				false

		422						LN		16		20		false		            20    revenue.  We're eliminating traditional programming in				false

		423						LN		16		21		false		            21    the Action Sports Arena.  That doesn't mean that we				false

		424						LN		16		22		false		            22    won't necessarily have programming in the Arena, but				false

		425						LN		16		23		false		            23    we're looking at those acts that do not earn revenue and				false

		426						LN		16		24		false		            24    re-evaluating those.				false

		427						LN		16		25		false		            25             We're looking at all of our competitive entry				false

		428						PG		17		0		false		page 17				false

		429						LN		17		1		false		             1    categories for the Fair.  And looking at reducing those				false

		430						LN		17		2		false		             2    in order to manage all of the health and safety				false

		431						LN		17		3		false		             3    procedures.  That will bring our revenue down a bit, but				false

		432						LN		17		4		false		             4    we are moving several of them to a virtual format so				false

		433						LN		17		5		false		             5    that the community can still participate.				false

		434						LN		17		6		false		             6             Certainly our consessions and our merchants				false

		435						LN		17		7		false		             7    will have to be reduced in number, so we are building				false

		436						LN		17		8		false		             8    into the budget a 50 percent reduction in the number of				false

		437						LN		17		9		false		             9    both concessions and merchants.  Our carnival revenue is				false

		438						LN		17		10		false		            10    being reduced by 50 percent and then parking revenue				false

		439						LN		17		11		false		            11    will be flat.  We're not anticipating needing any				false

		440						LN		17		12		false		            12    off-site paid parking lots, and so we will, once again,				false

		441						LN		17		13		false		            13    we're projecting that we'll max out our parking spaces				false

		442						LN		17		14		false		            14    onsite and that's why our parking revenue will be flat.				false

		443						LN		17		15		false		            15             On the positive revenue side, we are in the				false

		444						LN		17		16		false		            16    process of developing two new self-produced events that				false

		445						LN		17		17		false		            17    we believe will add to our -- our revenue.  So we'll go				false

		446						LN		17		18		false		            18    from 52.2 million in revenue from 2020 down to 23.5 in				false

		447						LN		17		19		false		            19    2021.  On the expense side, our 2020 budget had expenses				false

		448						LN		17		20		false		            20    of 50.4 million.  The positive is that we're taking that				false

		449						LN		17		21		false		            21    down to 35.3 million in 2021.				false

		450						LN		17		22		false		            22             So what are the things that are lowering our				false

		451						LN		17		23		false		            23    expenses in 2021?  Sorry.  Let's start with what's				false

		452						LN		17		24		false		            24    increasing our expenses, some of our fixed costs.  I				false

		453						LN		17		25		false		            25    mentioned that we're not adding any new head count, but				false

		454						PG		18		0		false		page 18				false

		455						LN		18		1		false		             1    we did welcome back one of our civil service supervisors				false

		456						LN		18		2		false		             2    who transferred to another DAA about 4 or 5 years ago.				false

		457						LN		18		3		false		             3             She was laid off at that fair, and she has				false

		458						LN		18		4		false		             4    return rights as a civil service employee.  So she				false

		459						LN		18		5		false		             5    returned back to the OC Fair.  So that added to our head				false

		460						LN		18		6		false		             6    count just a couple of months ago.  We are seeing				false

		461						LN		18		7		false		             7    unemployment fees much higher than in the past.  As you				false

		462						LN		18		8		false		             8    can imagine our seasonal employees who were -- who were				false

		463						LN		18		9		false		             9    terminated are now applying for unemployment.				false

		464						LN		18		10		false		            10             We are going to budget for increases in credit				false

		465						LN		18		11		false		            11    card fees as we implement touchless cashless systems				false

		466						LN		18		12		false		            12    and people will be using more credit cards, that's going				false

		467						LN		18		13		false		            13    to increase our credit card fees.  We are budgeting for				false

		468						LN		18		14		false		            14    an increase in benefits cost and then also an increase				false

		469						LN		18		15		false		            15    in legal fees in 2021.				false

		470						LN		18		16		false		            16             On a more positive side, the things that are				false

		471						LN		18		17		false		            17    helping to drive our expenses down is that we will not				false

		472						LN		18		18		false		            18    be hosting an onsite Imaginology in 2021, but rather				false

		473						LN		18		19		false		            19    moving to a virtual Imaginology with lots of recourses				false

		474						LN		18		20		false		            20    online for teachers and students.  We certainly see a				false

		475						LN		18		21		false		            21    reduction in our utility expenses.  Our travel has been				false

		476						LN		18		22		false		            22    drastically reduced with no out-of-state travel plan.				false

		477						LN		18		23		false		            23             We are seeing a reduction in our seasonal staff				false

		478						LN		18		24		false		            24    as we budget for those year-round events and the Fair.				false

		479						LN		18		25		false		            25    We are budgeting the civil service pay cuts that were				false

		480						PG		19		0		false		page 19				false

		481						LN		19		1		false		             1    mandated by the state.  We are also budgeting decreases				false

		482						LN		19		2		false		             2    in professional services such as the Orange County				false

		483						LN		19		3		false		             3    Sheriff's Department, Costa Mesa Police Department, our				false

		484						LN		19		4		false		             4    janitorial services, all of our production services:				false

		485						LN		19		5		false		             5    video, audio, et cetera.				false

		486						LN		19		6		false		             6             Reductions in employee shuttles if we need them				false

		487						LN		19		7		false		             7    at all this year, and a reduction in the gate operations				false

		488						LN		19		8		false		             8    contractor.  We will be handling that ourselves this				false

		489						LN		19		9		false		             9    year.  Certainly the modified Fair will reduce expenses				false

		490						LN		19		10		false		            10    overall in operating the Fair.  We'll have fewer				false

		491						LN		19		11		false		            11    equipment rentals due to the reduced programming.				false

		492						LN		19		12		false		            12    Rentals such as fencing, computers, trailers, stages,				false

		493						LN		19		13		false		            13    trussing, signage, et cetera.				false

		494						LN		19		14		false		            14             And as we make programming changes we've				false

		495						LN		19		15		false		            15    already made a discussion not to budget for the nightly				false

		496						LN		19		16		false		            16    Main Mall show with pyro as that is a big attraction for				false

		497						LN		19		17		false		            17    crowds to gather, so -- and it's quite expensive -- so				false

		498						LN		19		18		false		            18    no nightly Main Mall show with pyro was budgeted.  We're				false

		499						LN		19		19		false		            19    transitioning a lot of our print material which are high				false

		500						LN		19		20		false		            20    touch, like brochures and -- and pamphlets.  We're				false

		501						LN		19		21		false		            21    transitioning to digital marketing assets.  That's				false

		502						LN		19		22		false		            22    reducing the cost as well.  And then, of course, our				false

		503						LN		19		23		false		            23    Fair decor costs are coming down.  Okay.				false

		504						LN		19		24		false		            24             Our parking fee will remain at 10 dollars in				false

		505						LN		19		25		false		            25    this budget.  And, again, we don't believe that we will				false

		506						PG		20		0		false		page 20				false

		507						LN		20		1		false		             1    have any paid off-site parking lot expenses that --				false

		508						LN		20		2		false		             2    we're not including that in the budget.  In terms of our				false

		509						LN		20		3		false		             3    Fair admission, the budget is carrying an average ticket				false

		510						LN		20		4		false		             4    price of nine dollars and 33 cents.  And that's a				false

		511						LN		20		5		false		             5    blended rate when you take the current rate for adult				false

		512						LN		20		6		false		             6    admission, senior admission, and youth admission, it				false

		513						LN		20		7		false		             7    comes out to a blended rate of nine dollars and 33				false

		514						LN		20		8		false		             8    cents.				false

		515						LN		20		9		false		             9             However, our team is reviewing ticket prices				false

		516						LN		20		10		false		            10    now.  We're doing a deep dive in that, and the actual				false

		517						LN		20		11		false		            11    admission price will be brought back to the Board for				false

		518						LN		20		12		false		            12    approval.  So what it included in the budget is that				false

		519						LN		20		13		false		            13    average ticket price of nine dollars and 33 cents.				false

		520						LN		20		14		false		            14    Okay.				false

		521						LN		20		15		false		            15             I mentioned that we won't be doing any				false

		522						LN		20		16		false		            16    out-of-state travel.  None is included in the budget,				false

		523						LN		20		17		false		            17    and the annual conferences and conventions that we				false

		524						LN		20		18		false		            18    typically attend have all gone virtual, so no travel				false

		525						LN		20		19		false		            19    required for that.  We have put in a small amount in the				false

		526						LN		20		20		false		            20    budget for in-state travel if there is any mandatory				false

		527						LN		20		21		false		            21    California state compliance training for which we would				false

		528						LN		20		22		false		            22    need to send staff to Sacramento.				false

		529						LN		20		23		false		            23             But, again, most of that has now gone virtual.				false

		530						LN		20		24		false		            24    And, obviously, all travel is in compliance with				false

		531						LN		20		25		false		            25    California state law.  Okay.  Before I turn it over to				false

		532						PG		21		0		false		page 21				false

		533						LN		21		1		false		             1    Ken to go over our capital and major expenditures plan,				false

		534						LN		21		2		false		             2    I'll stop and see if anyone has any comments or				false

		535						LN		21		3		false		             3    questions.  All right.				false

		536						LN		21		4		false		             4             COMMITTEE MEMBER LA BELLE:  Michele, do we have				false

		537						LN		21		5		false		             5    any -- this is Doug.  Do we have any comments from the				false

		538						LN		21		6		false		             6    public that they'd like to make at this time?				false

		539						LN		21		7		false		             7             CEO RICHARDS:  Certainly invite anyone from the				false

		540						LN		21		8		false		             8    public to -- to ask.				false

		541						LN		21		9		false		             9             REGGIE MUNDEKIS:  Hi.  Reggie Mundekis.  I'd				false

		542						LN		21		10		false		            10    like to thank staff for putting together this				false

		543						LN		21		11		false		            11    presentation and this budget packet.  It's a lot of work				false

		544						LN		21		12		false		            12    even in a good year, and you guys are doing a great job				false

		545						LN		21		13		false		            13    as far as holding it together.  And there's a lot to be				false

		546						LN		21		14		false		            14    said for that these days.  And finding a way to move				false

		547						LN		21		15		false		            15    forward even if it may just be slowly, so thank you.				false

		548						LN		21		16		false		            16             CEO RICHARDS:  Thank you for that, Reggie.				false

		549						LN		21		17		false		            17    Okay.  Any other questions or comments?				false

		550						LN		21		18		false		            18             COMMITTEE MEMBER LA BELLE:  Michele, now this				false

		551						LN		21		19		false		            19    is Doug.  The projection is -- or the hope is 50 percent				false

		552						LN		21		20		false		            20    Fair attendance versus the past years.  How soon will				false

		553						LN		21		21		false		            21    you be able to bring to the full Board and the public				false

		554						LN		21		22		false		            22    for review and comment the actual physical plan that				false

		555						LN		21		23		false		            23    will reflect the 50 percent reduction in terms of how				false

		556						LN		21		24		false		            24    are we go to reallocate the carnival rides?  How are we				false

		557						LN		21		25		false		            25    going to reallocate the midway (inaudible,) the various				false

		558						PG		22		0		false		page 22				false

		559						LN		22		1		false		             1    concessionaire areas applied?  What are we going to be				false

		560						LN		22		2		false		             2    doing initially within the buildings?				false

		561						LN		22		3		false		             3             And my understanding is that probably just				false

		562						LN		22		4		false		             4    storage of various types of (inaudible,) but how soon				false

		563						LN		22		5		false		             5    will you be able to bring to the Board your best concept				false

		564						LN		22		6		false		             6    for the physical layout of the Fair?				false

		565						LN		22		7		false		             7             CEO RICHARDS:  Yeah.  I think we'll have to do				false

		566						LN		22		8		false		             8    that on a rolling basis like we have been, Doug.  You				false

		567						LN		22		9		false		             9    know, every week there's new information that comes, you				false

		568						LN		22		10		false		            10    know, becomes available to us.				false

		569						LN		22		11		false		            11             And especially as we continue our conversations				false

		570						LN		22		12		false		            12    with Dr. Chau, but I -- I think that by shortly after				false

		571						LN		22		13		false		            13    the first of the year we should have a pretty good idea				false

		572						LN		22		14		false		            14    of what the -- at least what the layout should be and				false

		573						LN		22		15		false		            15    what would be required in terms of, you know, indoor				false

		574						LN		22		16		false		            16    shopping versus outdoor shopping, what carnival rides				false

		575						LN		22		17		false		            17    would be acceptable versus which, you know, would not				false

		576						LN		22		18		false		            18    be.				false

		577						LN		22		19		false		            19             All of that information is coming out very				false

		578						LN		22		20		false		            20    quickly and changing on a regular basis.  But I think by				false

		579						LN		22		21		false		            21    shortly after the first of the year, we should have a,				false

		580						LN		22		22		false		            22    you know, at least a pretty good basic plan in place.				false

		581						LN		22		23		false		            23             COMMITTEE MEMBER LA BELLE:  Well, half a pie is				false

		582						LN		22		24		false		            24    better than no pie at all.  I would also suggest that we				false

		583						LN		22		25		false		            25    look at a third of the pie is better than a half pie or				false

		584						PG		23		0		false		page 23				false

		585						LN		23		1		false		             1    better than no pie at all.  That being -- what would the				false

		586						LN		23		2		false		             2    other options be in terms of a fair or event that -- say				false

		587						LN		23		3		false		             3    25 percent of full operation.  I don't know, maybe if				false

		588						LN		23		4		false		             4    you get to that point, it's just not feasible at all,				false

		589						LN		23		5		false		             5    and you need to -- you need to cancel everything.  But				false

		590						LN		23		6		false		             6    I -- I think that might be something that we would want				false

		591						LN		23		7		false		             7    to at least have in the back of our minds as a -- even a				false

		592						LN		23		8		false		             8    further back-up option.				false

		593						LN		23		9		false		             9             CEO RICHARDS:  Sure.  Before we would present				false

		594						LN		23		10		false		            10    the question to the Board about whether the Fair would				false

		595						LN		23		11		false		            11    need to be cancled, we will have so much more				false

		596						LN		23		12		false		            12    information coming into 2021 than we ever did coming				false

		597						LN		23		13		false		            13    into 2020.  You know there -- it wouldn't just be from a				false

		598						LN		23		14		false		            14    health and safety perspective.				false

		599						LN		23		15		false		            15             But if we -- if we have to go down to a 25				false

		600						LN		23		16		false		            16    percent capacity, the question then becomes:  Can we				false

		601						LN		23		17		false		            17    have a fair that is either revenue neutral or as				false

		602						LN		23		18		false		            18    profitable?  And in that case, we may have to decide to				false

		603						LN		23		19		false		            19    go with, you know, a drive-by fair or a virtual fair				false

		604						LN		23		20		false		            20    again this year.  But we've already started discussing				false

		605						LN		23		21		false		            21    the back-up plan of working with other fairs to develop				false

		606						LN		23		22		false		            22    a dive-thru fair concept.  So we'll have plan B in our				false

		607						LN		23		23		false		            23    pocket before that time.				false

		608						LN		23		24		false		            24             COMMITTEE MEMBER LA BELLE:  Thanks, Michele.				false

		609						LN		23		25		false		            25             CEO RICHARDS:  Sure.  Ken, would you like to				false

		610						PG		24		0		false		page 24				false

		611						LN		24		1		false		             1    take it from here with capital?				false

		612						LN		24		2		false		             2             KEN KARNS:  Okay.  Thanks, Michele.  Good				false

		613						LN		24		3		false		             3    morning, everyone.  I hope you're all staying healthy				false

		614						LN		24		4		false		             4    and safe.  Capital 2021.  Much different approach this				false

		615						LN		24		5		false		             5    year, as you've heard with us being very conservative.				false

		616						LN		24		6		false		             6    We are -- we did not use the past metrics that we				false

		617						LN		24		7		false		             7    developed four or five years ago.				false

		618						LN		24		8		false		             8             I'll remind everyone those metrics, as we				false

		619						LN		24		9		false		             9    looked at projects, if they had cost savings,				false

		620						LN		24		10		false		            10    brand enhancement, if they are revenue generating, or				false

		621						LN		24		11		false		            11    safety risk management oriented, we didn't use those				false

		622						LN		24		12		false		            12    metrics this year.  This year we focused on safety,				false

		623						LN		24		13		false		            13    safety and security, and fair goals tied to some of the				false

		624						LN		24		14		false		            14    assumptions that we've made with what a fair may look				false

		625						LN		24		15		false		            15    like, so we focused on those needs.				false

		626						LN		24		16		false		            16             For example, separating and creating more space				false

		627						LN		24		17		false		            17    that would be required to house anyone in an RV or a				false

		628						LN		24		18		false		            18    bunk house, having enough elbow room to spread things				false

		629						LN		24		19		false		            19    out, the carryover of Lot G utilities, aides and that,				false

		630						LN		24		20		false		            20    so that was the focus.  Again, we're really just looking				false

		631						LN		24		21		false		            21    at 2021, and that's what would get approved eventually,				false

		632						LN		24		22		false		            22    is just the 2021 not '22 or '23.				false

		633						LN		24		23		false		            23             In time we will do a more in depth look ahead				false

		634						LN		24		24		false		            24    as we develop that and, of course, also put the tool of				false

		635						LN		24		25		false		            25    the new infrastructure audit in the play into the mix as				false

		636						PG		25		0		false		page 25				false

		637						LN		25		1		false		             1    we dive deep into that lookahead.  And just on that				false

		638						LN		25		2		false		             2    note, if you are glancing at the lookahead, just this				false

		639						LN		25		3		false		             3    morning as we looked at it, we found an old, what likely				false

		640						LN		25		4		false		             4    would have been a copy-and-paste error with some big				false

		641						LN		25		5		false		             5    numbers in 22 and 23 that we have to fix.				false

		642						LN		25		6		false		             6             So as much as we looked at this, we still found				false

		643						LN		25		7		false		             7    an error this morning.  So I apologize for that.  But on				false

		644						LN		25		8		false		             8    the budget, we have only the one carryover that I spoke				false

		645						LN		25		9		false		             9    to earlier, and that's the 350,000 dollars for the Lot G				false

		646						LN		25		10		false		            10    utilites.  Under Capital Expenditures, two Cap-X				false

		647						LN		25		11		false		            11    depreciate items.  We have no projects and zero dollars				false

		648						LN		25		12		false		            12    proposed to expend.				false

		649						LN		25		13		false		            13             Under equipment, we're, again -- have zero				false

		650						LN		25		14		false		            14    dollars, nothing proposed to expend there.  Under our				false

		651						LN		25		15		false		            15    major expenditures, again, items tied to the safety and				false

		652						LN		25		16		false		            16    security on the Fair.  Continuing with improvement of				false

		653						LN		25		17		false		            17    our all ground Wifi, Michele mentioned earlier touchless				false

		654						LN		25		18		false		            18    cashless systems.  Wifi becomes much more prevalent and				false

		655						LN		25		19		false		            19    required, so some money's there continuing to expand,				false

		656						LN		25		20		false		            20    repair, and develop our all grounds PA system,				false

		657						LN		25		21		false		            21    again, for effective communication.				false

		658						LN		25		22		false		            22             Through some of the changes that we're				false

		659						LN		25		23		false		            23    developing on the fair layouts, there's some change to				false

		660						LN		25		24		false		            24    the main blue gate entry drive, so we have				false

		661						LN		25		25		false		            25    some alterations there.  Our survaillance system, some				false

		662						PG		26		0		false		page 26				false

		663						LN		26		1		false		             1    parking lot maintenance required, risk management, some				false

		664						LN		26		2		false		             2    electrical boxes, and picnic tables.  Some of the large				false

		665						LN		26		3		false		             3    gathering areas that we have under shade structures				false

		666						LN		26		4		false		             4    won't be viable, don't look to be viable.  So as we				false

		667						LN		26		5		false		             5    distribute and create space, more picnic tables.				false

		668						LN		26		6		false		             6             So that brings us to major expenditure total				false

		669						LN		26		7		false		             7    carried forward of 325, a buget of 325 with a 150,000				false

		670						LN		26		8		false		             8    dollar contingency.  We believe that it is likely that				false

		671						LN		26		9		false		             9    some materials might be required as we develop the Fair				false

		672						LN		26		10		false		            10    that we could bring back to the Board.  We've been				false

		673						LN		26		11		false		            11    carrying a contingency for a number of years now, so				false

		674						LN		26		12		false		            12    we've had that there for a Cap-X budget of 475.  The				false

		675						LN		26		13		false		            13    carryover of the 350 brings us to a grand total of 825				false

		676						LN		26		14		false		            14    for our 2021 capital project.				false

		677						LN		26		15		false		            15             CEO RICHARDS:  I think this would be a good				false

		678						LN		26		16		false		            16    place to stop, again, if anyone has any questions or				false

		679						LN		26		17		false		            17    comments either our Board members or the public?				false

		680						LN		26		18		false		            18             COMMITTEE MEMBER LA BELLE:  Yes.  Michele and				false

		681						LN		26		19		false		            19    Ken, this is Doug.  And I'd like to, you know, get any				false

		682						LN		26		20		false		            20    public comments as well.  But a couple of thoughts:  The				false

		683						LN		26		21		false		            21    EMG infrastructure study, as I've said on a couple of				false

		684						LN		26		22		false		            22    occasions, I thought was a very -- overall a very				false

		685						LN		26		23		false		            23    outstanding document and my understanding that those				false

		686						LN		26		24		false		            24    safety items that have been articulated in that study				false

		687						LN		26		25		false		            25    are in the system for correction during the insuring				false

		688						PG		27		0		false		page 27				false

		689						LN		27		1		false		             1    fiscal year.				false

		690						LN		27		2		false		             2             I would also like to see the -- a consultant,				false

		691						LN		27		3		false		             3    an engineering consultant be selected to -- during the				false

		692						LN		27		4		false		             4    course of the year to design the water system --				false

		693						LN		27		5		false		             5    domestic water system improvements that are needed on				false

		694						LN		27		6		false		             6    site per the EMG recommendation.  And I'd also like to				false

		695						LN		27		7		false		             7    say that the videotaping or scoping of the sanitary				false

		696						LN		27		8		false		             8    sewer lines onsite be completed.				false

		697						LN		27		9		false		             9             I'm quite certain that between the City of				false

		698						LN		27		10		false		            10    Costa Mesa, the County of Orange, the San District, they				false

		699						LN		27		11		false		            11    would have the equipment necessary to complete that work				false

		700						LN		27		12		false		            12    and that could be done as a, you know, with a contract				false

		701						LN		27		13		false		            13    with those -- there's ways to do that.  Also, as we look				false

		702						LN		27		14		false		            14    to the future, I think, you know, we've got a number of				false

		703						LN		27		15		false		            15    areas where solar facilities can be installed that would				false

		704						LN		27		16		false		            16    reduce our ongoing utility cost to Edison.				false

		705						LN		27		17		false		            17             And I'd like to see maybe an RFP included in				false

		706						LN		27		18		false		            18    the budget process for selecting a solar consultant just				false

		707						LN		27		19		false		            19    like we do the sound consultant to come in and provide				false

		708						LN		27		20		false		            20    options for the staff and Board to look at on an ongoing				false

		709						LN		27		21		false		            21    basis.  I wouldn't envision any of that work actually				false

		710						LN		27		22		false		            22    being completed during the next fiscal year, but we				false

		711						LN		27		23		false		            23    could get the information and be ready to move ahead in				false

		712						LN		27		24		false		            24    20- -- 22.				false

		713						LN		27		25		false		            25             And then also as I mentioned at the last board				false

		714						PG		28		0		false		page 28				false

		715						LN		28		1		false		             1    meeting when the infrastructure study was presented,				false

		716						LN		28		2		false		             2    there are capital projects and there are maintenance				false

		717						LN		28		3		false		             3    projects.  I'm assuming that things that appear within				false

		718						LN		28		4		false		             4    maintenance projects have been included within a various				false

		719						LN		28		5		false		             5    line items within the operating budget in addition to				false

		720						LN		28		6		false		             6    what you have shown here; is that correct?				false

		721						LN		28		7		false		             7             CEO RICHARDS:  That's correct, Doug.				false

		722						LN		28		8		false		             8             COMMITTEE MEMBER LA BELLE:  Okay.  I think this				false

		723						LN		28		9		false		             9    would be my general comments on the capital budget.  I				false

		724						LN		28		10		false		            10    certainly agree that, you know, we need to be as prudent				false

		725						LN		28		11		false		            11    and as cautious as we can.  But I think the primary				false

		726						LN		28		12		false		            12    factor of the infrastructure study was to get the stuff				false

		727						LN		28		13		false		            13    in the ground completed that needs to be completed, you				false

		728						LN		28		14		false		            14    know, before we start moving buildings around and doing				false

		729						LN		28		15		false		            15    other things like that, so those would be my thoughts on				false

		730						LN		28		16		false		            16    that.				false

		731						LN		28		17		false		            17             CEO RICHARDS:  Very good.  We've made note of				false

		732						LN		28		18		false		            18    that, and I hope you'll bring that up when we review				false

		733						LN		28		19		false		            19    with the full Board next week too.				false

		734						LN		28		20		false		            20             COMMITTEE MEMBER LA BELLE:  I will certainly do				false

		735						LN		28		21		false		            21    that.				false

		736						LN		28		22		false		            22             CEO RICHARDS:  Good.  Very good.  And we've				false

		737						LN		28		23		false		            23    added that to our notes as well, so --				false

		738						LN		28		24		false		            24             REGGIE MUNDEKIS:  This is Reggie.  I have a few				false

		739						LN		28		25		false		            25    comments.  I support what Director La Belle said, and I				false

		740						PG		29		0		false		page 29				false

		741						LN		29		1		false		             1    would like to ask about in the infrastructure study				false

		742						LN		29		2		false		             2    there was a need to do the electrical panel study when				false

		743						LN		29		3		false		             3    we had higher staffing levels and more people using the				false

		744						LN		29		4		false		             4    facility.				false

		745						LN		29		5		false		             5             So maybe the 2021 Fair, even though it's a				false

		746						LN		29		6		false		             6    smaller fair that may be a good opportunity to do that				false

		747						LN		29		7		false		             7    electrical panel study because that would be the first				false

		748						LN		29		8		false		             8    time the property is heavily loaded in a while and, you				false

		749						LN		29		9		false		             9    know, something is better than nothing, you know -- and				false

		750						LN		29		10		false		            10    you can talk to the consultants about that.				false

		751						LN		29		11		false		            11             And then in the infrastructure study, the				false

		752						LN		29		12		false		            12    consultant identified that there could be structural				false

		753						LN		29		13		false		            13    issues in the buildings at the equestrian center and				false

		754						LN		29		14		false		            14    recommended that a structural engineer be brought in to				false

		755						LN		29		15		false		            15    inspect and issue a report.  And I -- given the way the				false

		756						LN		29		16		false		            16    equestrian center contract is written, the fairgrounds				false

		757						LN		29		17		false		            17    may pay for that upfront, but that cost should be passed				false

		758						LN		29		18		false		            18    along to the equestrian center operator, you know.				false

		759						LN		29		19		false		            19             So we need to get that process started because				false

		760						LN		29		20		false		            20    what we're dealing with as far as the buildings at the				false

		761						LN		29		21		false		            21    equestrian center are metal buildings which are being				false

		762						LN		29		22		false		            22    corroded, and corrosion is one of your most insidious				false

		763						LN		29		23		false		            23    and difficult construction problems because many times				false

		764						LN		29		24		false		            24    you can have something that just looks okay from the				false

		765						LN		29		25		false		            25    outside because the rust is just holding itself together				false

		766						PG		30		0		false		page 30				false

		767						LN		30		1		false		             1    in the outside with a thin shell, but it can be corroded				false

		768						LN		30		2		false		             2    through.				false

		769						LN		30		3		false		             3             It's a common problem in bridges on the east				false

		770						LN		30		4		false		             4    coast, so we do want to have a structures person come in				false

		771						LN		30		5		false		             5    and look at those buildings and start that down the road				false

		772						LN		30		6		false		             6    to getting repairs made at -- paid for by the equestrian				false

		773						LN		30		7		false		             7    center operator according to the contract, so thank you				false

		774						LN		30		8		false		             8    guys, and thanks for the good presentation on this.				false

		775						LN		30		9		false		             9             CEO RICHARDS:  All right.				false

		776						LN		30		10		false		            10             KEN KARNS:  If I could, Michele?				false

		777						LN		30		11		false		            11             CEO RICHARDS:  Yes.				false

		778						LN		30		12		false		            12             KEN KARNS:  So a couple of things.  We did have				false

		779						LN		30		13		false		            13    an opportunity once we were done with the public				false

		780						LN		30		14		false		            14    infrastructure meeting and then the board meeting to				false

		781						LN		30		15		false		            15    have some follow up with the consultant and CCA				false

		782						LN		30		16		false		            16    discussions on the electrical infrared study in				false

		783						LN		30		17		false		            17    appropriate timing.  That was discussed, so thank you				false

		784						LN		30		18		false		            18    for that, Reggie, along with the camering and sewer				false

		785						LN		30		19		false		            19    lines.  So we're looking at those things and noted				false

		786						LN		30		20		false		            20    Doug's other comments as well, so thank you.				false

		787						LN		30		21		false		            21             CEO RICHARDS:  All right.  Okay.  Coming down				false

		788						LN		30		22		false		            22    the home stretch, as we present every year.  Our				false

		789						LN		30		23		false		            23    expenses over 50,000.  So this is in accordance with				false

		790						LN		30		24		false		            24    Board Policy 4.05.02, which outlines the contracting and				false

		791						LN		30		25		false		            25    signature authority of the CEO.  And according to this				false

		792						PG		31		0		false		page 31				false

		793						LN		31		1		false		             1    policy and the by-laws, certainly the items that are				false

		794						LN		31		2		false		             2    included in the budget are considered approved when the				false

		795						LN		31		3		false		             3    budget is approved.				false

		796						LN		31		4		false		             4             In addition, the CEO has delegated authority				false

		797						LN		31		5		false		             5    from the Board of Directors to execute a check or				false

		798						LN		31		6		false		             6    purchase commitment of 50,000 dollars or less.  The				false

		799						LN		31		7		false		             7    Board has recently approved the CEO's authority to				false

		800						LN		31		8		false		             8    execute talent guarentees of 400,000 or less, and then				false

		801						LN		31		9		false		             9    as the policy states:  Anything that is an approved				false

		802						LN		31		10		false		            10    contract, LOU, or rental agreement or is payment for				false

		803						LN		31		11		false		            11    utilities, Cal Card expenditures, insurance, payroll, or				false

		804						LN		31		12		false		            12    state mandated services or anything that is included in				false

		805						LN		31		13		false		            13    this table.				false

		806						LN		31		14		false		            14             Our expense is over 50,000 and these are often				false

		807						LN		31		15		false		            15    mandated expenses.  For example, sales and use tax				false

		808						LN		31		16		false		            16    through the Board of Equalization.  State Fire Marshal				false

		809						LN		31		17		false		            17    services fees, attorneys fees through the Department of				false

		810						LN		31		18		false		            18    Justice.  California non-residents withholding				false

		811						LN		31		19		false		            19    remittance through the Franchise Tax Board and then				false

		812						LN		31		20		false		            20    added this year are unemployment fees through the				false

		813						LN		31		21		false		            21    California EDD because we are continuing to be billed				false

		814						LN		31		22		false		            22    for unemployment fees.				false

		815						LN		31		23		false		            23             We have budgeted for some, but there may be				false

		816						LN		31		24		false		            24    some other unanticipated unemployment fees as people				false

		817						LN		31		25		false		            25    file for -- our seasonal people file for unemployment.				false

		818						PG		32		0		false		page 32				false

		819						LN		32		1		false		             1    So that is our expense -- expenses over 50,000 dollar				false

		820						LN		32		2		false		             2    list for this year.  We also wanted to provide the --				false

		821						LN		32		3		false		             3    the committee with a list of the RFPs that we plan to				false

		822						LN		32		4		false		             4    release in 2021.  Some of these we've already started				false

		823						LN		32		5		false		             5    working on because they'll be released right after				false

		824						LN		32		6		false		             6    the -- the first of the year, but what you see are the				false

		825						LN		32		7		false		             7    proposed release dates.				false

		826						LN		32		8		false		             8             They include:  Restroom trailers with ADA				false

		827						LN		32		9		false		             9    access; shuttle services, if needed for our Fair guests				false

		828						LN		32		10		false		            10    and employees; golf cart rentals; our bottled water				false

		829						LN		32		11		false		            11    sponsorship or purchase; fencing rental; mobile modular				false

		830						LN		32		12		false		            12    portable storage; the services that provide concert				false

		831						LN		32		13		false		            13    merchandising, such as, you know, T-shirts and souvenirs				false

		832						LN		32		14		false		            14    for the concerts; our carbonated beverages and bottled				false

		833						LN		32		15		false		            15    water sponsorship; admissions and teller office				false

		834						LN		32		16		false		            16    trailers; the Pacific Amphitheater video services;				false

		835						LN		32		17		false		            17    armored courier services; and campground restroom				false

		836						LN		32		18		false		            18    trailer with ADA.				false

		837						LN		32		19		false		            19             So that is a complete list of the RPFs that we				false

		838						LN		32		20		false		            20    expect to released in 2021.  So as we take all of that				false

		839						LN		32		21		false		            21    information, all of those 52 worksheets, plus the Cap-X				false

		840						LN		32		22		false		            22    plan, and roll it up into a 2021 budget, we come up with				false

		841						LN		32		23		false		            23    21,445,879 dollars in revenue from OCFEC self-produced				false

		842						LN		32		24		false		            24    events.  Total rental revenue, which would include our				false

		843						LN		32		25		false		            25    year-round events, 1.9 million.				false

		844						PG		33		0		false		page 33				false

		845						LN		33		1		false		             1             Additional non-operating revenue of 182,442.				false

		846						LN		33		2		false		             2    For a total revenue of 23 million 525 dollars -- 25,020				false

		847						LN		33		3		false		             3    dollars.  On the expense side, our total operating				false

		848						LN		33		4		false		             4    expense.  We're budgeting for 30.5 million.				false

		849						LN		33		5		false		             5    Non-operating expense, which includes depreciation,				false

		850						LN		33		6		false		             6    major projects, and then GASB 68, the net pension				false

		851						LN		33		7		false		             7    adjustment is 4.8 million for total expenses of 35.3				false

		852						LN		33		8		false		             8    million and net proceeds of negative 11,818,500.  Okay.				false

		853						LN		33		9		false		             9    I'll stop there if anybody has questions and then we'll				false

		854						LN		33		10		false		            10    move on to our -- kind of our first pass at a Fair PNL.				false

		855						LN		33		11		false		            11             All right.  Hearing none, our team has done a				false

		856						LN		33		12		false		            12    great job of pulling out those expenses.				false

		857						LN		33		13		false		            13             COMMITTEE MEMBER LA BELLE:  Michele?				false

		858						LN		33		14		false		            14             CEO RICHARDS:  Yes.  I was on mute and talking.				false

		859						LN		33		15		false		            15    It doesn't work very well.  I'm sorry.  Two things real				false

		860						LN		33		16		false		            16    quick, just I mentioned the solar item earlier.  I will				false

		861						LN		33		17		false		            17    be suggesting to the full Board when they review the				false

		862						LN		33		18		false		            18    budget I think next week, again, I guess, we're looking				false

		863						LN		33		19		false		            19    at adoption in -- of December that we add an RFP or a				false

		864						LN		33		20		false		            20    solar consultant to come in and do the options for that.				false

		865						LN		33		21		false		            21    So I'll be asking that that be included in the RFPs.				false

		866						LN		33		22		false		            22             And lastly, I should have mentioned this				false

		867						LN		33		23		false		            23    earlier.  I know that we have, through Lisa Sexton, we				false

		868						LN		33		24		false		            24    have a number of concerts that were going to be held				false

		869						LN		33		25		false		            25    this past year that have indicated a desire to be here				false

		870						PG		34		0		false		page 34				false

		871						LN		34		1		false		             1    in 2021.  I think it was ten or eleven if I recall				false

		872						LN		34		2		false		             2    correctly.  I would suggest that we get a determination,				false

		873						LN		34		3		false		             3    at least to get a determination for you and the staff to				false

		874						LN		34		4		false		             4    consider and present to the Board sooner rather than				false

		875						LN		34		5		false		             5    later.				false

		876						LN		34		6		false		             6             Of those 11 concerts that needs to be carried				false

		877						LN		34		7		false		             7    over and get a determination made as soon as we can				false

		878						LN		34		8		false		             8    relative to any of those 50 percent attendance				false

		879						LN		34		9		false		             9    standpoint.  If they do, that's great.  If they don't				false

		880						LN		34		10		false		            10    then we'd have to move to plan B which would be the				false

		881						LN		34		11		false		            11    distribute bands that we have previously talked about				false

		882						LN		34		12		false		            12    so --				false

		883						LN		34		13		false		            13             CEO RICHARDS:  Right.				false

		884						LN		34		14		false		            14             COMMITTEE MEMBER LA BELLE:  Hoping we could get				false

		885						LN		34		15		false		            15    that up as soon as possible to, you know, by January to				false

		886						LN		34		16		false		            16    include that in the planning process for 2021.				false

		887						LN		34		17		false		            17             CEO RICHARDS:  Yes.  And that also may be on a				false

		888						LN		34		18		false		            18    rolling basis, Doug, as we renegotiate those contracts,				false

		889						LN		34		19		false		            19    we may be able to report those as they come up, but				false

		890						LN		34		20		false		            20    certainly we'll have a much clearer picture by January.				false

		891						LN		34		21		false		            21             COMMITTEE MEMBER LA BELLE:  Thanks.				false

		892						LN		34		22		false		            22             CEO RICHARDS:  Noted.  Sure.  Okay.  So as we				false

		893						LN		34		23		false		            23    pull out those expenses and the revenue that is uniquely				false

		894						LN		34		24		false		            24    fair, our staff has done a great job of creating a very				false

		895						LN		34		25		false		            25    preliminary first look at a 2021 budgeted PNL for -- for				false

		896						PG		35		0		false		page 35				false

		897						LN		35		1		false		             1    the fair.  We're looking at revenue from attractions and				false

		898						LN		35		2		false		             2    other services of 23.35 million.				false

		899						LN		35		3		false		             3             Against expenses in the categories of				false

		900						LN		35		4		false		             4    attractions, marketing, other services and, of course,				false

		901						LN		35		5		false		             5    labor of 13.9 million so we were very pleased that our				false

		902						LN		35		6		false		             6    goal of being somewhere between revenue neutral and 2				false

		903						LN		35		7		false		             7    million dollars profit on a 2021 Fair, we believe will				false

		904						LN		35		8		false		             8    be substantially more than that.				false

		905						LN		35		9		false		             9             Now, this is, you know, I say that with caution				false

		906						LN		35		10		false		            10    because again so many things are changing on a regular				false

		907						LN		35		11		false		            11    basis but as budgeted right now, we believe that we				false

		908						LN		35		12		false		            12    could bring a modified 2021 Fair, you know, and have --				false

		909						LN		35		13		false		            13    have that budgeted net proceeds of 6.4 million.  So --				false

		910						LN		35		14		false		            14    so that concludes the presentation.  I know I stopped				false

		911						LN		35		15		false		            15    along the way but happy to take any additional questions				false

		912						LN		35		16		false		            16    or comments or any further direction from Newton or Doug				false

		913						LN		35		17		false		            17    as we'll be reviewing this with the full Board next week				false

		914						LN		35		18		false		            18    at the November board meeting.				false

		915						LN		35		19		false		            19             DIRECTOR PHAM:  I think Doug covered it pretty				false

		916						LN		35		20		false		            20    well.				false

		917						LN		35		21		false		            21             CEO RICHARDS:  Okay.  Any other?				false

		918						LN		35		22		false		            22             COMMITTEE MEMBER LA BELLE:  I have nothing -- I				false

		919						LN		35		23		false		            23    have nothing further, Michele.  And I think you've done				false

		920						LN		35		24		false		            24    an outstanding job of putting together options for --				false

		921						LN		35		25		false		            25    for the Board to consider as well as, you know, the				false

		922						PG		36		0		false		page 36				false

		923						LN		36		1		false		             1    public to -- to get as much transparency in the project				false

		924						LN		36		2		false		             2    as we can.  And I just want to thank you for an				false

		925						LN		36		3		false		             3    excellent job, you and the staff, Ken, Joan, all the				false

		926						LN		36		4		false		             4    others for the good work you have done putting this all				false

		927						LN		36		5		false		             5    together.				false

		928						LN		36		6		false		             6             CEO RICHARDS:  Well, thank you.  You know that				false

		929						LN		36		7		false		             7    any accomplishment goes to the team for sure.  They've				false

		930						LN		36		8		false		             8    done an excellent job of working through some very				false

		931						LN		36		9		false		             9    difficult circumstances and trying to put at least some				false

		932						LN		36		10		false		            10    budgeted certainty around a future that's very				false

		933						LN		36		11		false		            11    uncertain at this point.  But I think everyone did an				false

		934						LN		36		12		false		            12    exceptional job, so I want to recognize the work that				false

		935						LN		36		13		false		            13    the staff did.				false

		936						LN		36		14		false		            14             And they're on the call today so great job,				false

		937						LN		36		15		false		            15    everybody, thank you for your teamwork on this.  And we				false

		938						LN		36		16		false		            16    are -- if there are no other questions, comments or				false

		939						LN		36		17		false		            17    additions, then we'll be bringing this to the Board in				false

		940						LN		36		18		false		            18    November, next week.  Thursday of next week.  9:00 a.m.,				false

		941						LN		36		19		false		            19    and we thank you for your time and Newton and Doug,				false

		942						LN		36		20		false		            20    thank you for your -- your guidance and your leadership				false

		943						LN		36		21		false		            21    on this.				false

		944						LN		36		22		false		            22             COMMITTEE CHAIR PHAM:  Thank you.				false

		945						LN		36		23		false		            23             CEO RICHARDS:  Okay.  Newton, if you want to				false

		946						LN		36		24		false		            24    call the meeting to a close  Oh, do we have another				false

		947						LN		36		25		false		            25    comment?  No.  Okay.  If you want to call the meeting				false

		948						PG		37		0		false		page 37				false

		949						LN		37		1		false		             1    closed then we'll all get back to work.				false

		950						LN		37		2		false		             2             COMMITTEE CHAIR PHAM:  All right.  I guess				false

		951						LN		37		3		false		             3    there's no gavel, but, yeah, I call the meeting to a				false

		952						LN		37		4		false		             4    close.				false

		953						LN		37		5		false		             5             (Whereupon, the OCFEC Financial Monitoring				false

		954						LN		37		6		false		             6    Committee Budget Study Session was hereby adjourned at				false

		955						LN		37		7		false		             7    10:56 a.m.)				false

		956						LN		37		8		false		             8				false

		957						LN		37		9		false		             9				false

		958						LN		37		10		false		            10				false

		959						LN		37		11		false		            11				false

		960						LN		37		12		false		            12				false

		961						LN		37		13		false		            13				false

		962						LN		37		14		false		            14				false

		963						LN		37		15		false		            15				false

		964						LN		37		16		false		            16				false

		965						LN		37		17		false		            17				false

		966						LN		37		18		false		            18				false

		967						LN		37		19		false		            19				false

		968						LN		37		20		false		            20				false

		969						LN		37		21		false		            21				false

		970						LN		37		22		false		            22				false

		971						LN		37		23		false		            23				false

		972						LN		37		24		false		            24				false

		973						LN		37		25		false		            25				false

		974						PG		38		0		false		page 38				false

		975						LN		38		1		false		             1                          CERTIFICATE				false

		976						LN		38		2		false		             2                               OF				false

		977						LN		38		3		false		             3                  CERTIFIED SHORTHAND REPORTER				false

		978						LN		38		4		false		             4                         *   *   *   *				false

		979						LN		38		5		false		             5				false

		980						LN		38		6		false		             6				false

		981						LN		38		7		false		             7         The undersigned Certified Shorthand Reporter of the				false

		982						LN		38		8		false		             8    State of California does hereby certify:				false

		983						LN		38		9		false		             9         That the foregoing Proceeding was taken before me				false

		984						LN		38		10		false		            10    at the time and place therein set forth.				false

		985						LN		38		11		false		            11         That the statements made at the time of the				false

		986						LN		38		12		false		            12    Proceeding were recorded stenographically by me and were				false

		987						LN		38		13		false		            13    thereafter transcribed, said transcript being a true and				false

		988						LN		38		14		false		            14    correct copy of the proceedings thereof.				false

		989						LN		38		15		false		            15         In witness whereof, I have subscribed my name, this				false

		990						LN		38		16		false		            16    date:  11/23/2020				false

		991						LN		38		17		false		            17				false

		992						LN		38		18		false		            18				false

		993						LN		38		19		false		            19				false

		994						LN		38		20		false		            20                             _______________________________				false

		995						LN		38		21		false		            21                            Patricia Garrido, CSR No. 14364				false

		996						LN		38		22		false		            22				false

		997						LN		38		23		false		            23				false

		998						LN		38		24		false		            24				false

		999						LN		38		25		false		            25				false



		Index		MediaGroup		ID		FullPath		Duration		Offset











                                                                           





   10:03:53  1             .



   10:03:53  2             



   10:03:53  3             



   10:03:53  4    



   10:03:53  5    



   10:03:53  6    



   10:03:53  7    



   10:03:53  8             32ND DISTRICT AGRICULTURAL ASSOCIATION



   10:03:53  9               ORANGE COUNTY FAIR & EVENT CENTER



   10:03:53 10                FINANCIAL MONITORING COMMITTEE 



   10:03:53 11                      BUDGET STUDY SESSION



   10:03:53 12                   FRIDAY, NOVEMBER 13, 2020



   10:03:53 13                           10:00 A.M.



   10:03:53 14             



   10:03:53 15             



   10:03:53 16             



   10:03:53 17             



   10:03:53 18             



   10:03:53 19             



   10:03:53 20             



   10:03:53 21    



   10:03:53 22    Reported by:



   10:03:53 23    



   10:03:53 24    Patricia Garrido



   10:03:53 25    CSR No. 14364









                                                                          1



�





                                                                           





   10:03:53  1             32ND DISTRICT AGRICULTURAL ASSOCIATION



   10:03:53  2               ORANGE COUNTY FAIR & EVENT CENTER



   10:03:53  3                FINANCIAL MONITORING COMMITTEE 



   10:03:53  4                      BUDGET STUDY SESSION



   10:03:53  5                   FRIDAY, NOVEMBER 13, 2020



   10:03:53  6                           10:00 A.M.



   10:03:53  7    



   10:03:53  8    



   10:03:53  9    



   10:03:53 10      Meeting of the OCFEC Financial Monitoring Committee 

   10:03:53         Budget Study Session, stenographically reported by 

   10:03:53 11     Patricia  Garrido, a Certified Shorthand Reporter for 

   10:03:53        the State of California, commencing at 10:00 a.m. and 

   10:03:53 12                           ending at 

   10:03:53           10:56 a.m., Friday, November 13, 2020, Via Zoom.

   10:03:53 13    



   10:03:53 14    



   10:03:53 15    



   10:03:53 16    



   10:03:53 17    



   10:03:53 18    APPEARANCES OF COMMITTEE MEMBERS:



   10:03:53 19         

   10:03:53            Newton Pham, Chair

   10:03:53 20         Doug La Belle, Member 



   10:03:53 21    



   10:03:53 22    



   10:03:53 23    ALSO PRESENT:



   10:03:53 24         Michele Richards, CEO

   10:03:53            Ken Karns, Chief Operating Officer

   10:03:53 25         Summer Angus, Meeting Secretary Executive Assistant

   10:03:53       







                                                                          2



�





                                                                           





   10:03:53  1    



   10:03:53  2    APPEARANCE OF BOARD COUNSEL:



   10:03:53  3         DEPUTY ATTORNEY GENERAL

   10:03:53            JOSHUA CAPLAN

   10:03:53  4         600 West Broadway, Suite 1800

   10:03:53            San Diego, California 92101-3375

   10:03:53  5         Phone: 619-738-9000

   10:03:53            Fax: 619-645-2271

   10:03:53  6    



   10:03:53  7    



   10:03:53  8    



   10:03:53  9    



   10:03:53 10    PUBLIC SPEAKERS:



   10:03:53 11         

   10:03:54            Reggie Mundekis

   10:03:54 12         

   11:00:36            

   11:00:36 13    



   11:00:36 14    



   11:00:36 15    



   11:00:36 16    



   11:00:36 17    



   11:00:36 18    



   11:00:36 19    



   11:00:36 20    



   11:00:36 21    



   11:00:36 22    



   11:00:36 23    



   11:00:36 24    



   11:00:36 25    









                                                                          3



�





                                                                           





   11:00:36  1             32ND DISTRICT AGRICULTURAL ASSOCIATION



   11:00:36  2               ORANGE COUNTY FAIR & EVENT CENTER



   11:00:36  3                FINANCIAL MONITORING COMMITTEE 



   11:00:36  4                      BUDGET STUDY SESSION



   11:00:36  5                   FRIDAY, NOVEMBER 13, 2020



   11:00:36  6                           10:00 A.M.



   11:00:36  7    



   11:00:36  8    



   11:00:36  9    
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   11:00:42 11    CEO RICHARDS:  Committee Chair and Director La 



   11:00:36 12    Belle on the line with us, and it is 10:00 o'clock.  



   11:00:36 13    Shall we get started?  



   11:00:38 14             SECRETARY ANGUS:  Hello.  I'll take a quick 



   11:00:40 15    roll.  So Committee Chair Newton Pham?  



   11:00:46 16             COMMITTEE CHAIR PHAM:  Present.  



   11:00:48 17             SECRETARY ANGUS:  Committee Member Director 



   11:00:50 18    Doug La Belle?  



   11:00:52 19             COMMITTEE MEMBER LA BELLE:  Present.  



   11:00:54 20             SECRETARY ANGUS:  And do you have any other 



   11:00:56 21    board members on the line?  Hearing none, I'll go ahead 



   11:01:02 22    and turn it over.  Thank you.  



   11:01:06 23             CEO RICHARDS:  Okay.  So our budget owners are 



   11:01:10 24    also on the line.  I'll go through the presentation, and 



   11:01:18 25    I'll stop every once in a while for questions or input.  
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   11:01:20  1    But know that the team is here and available to answer 



   11:01:22  2    any specific questions as well.  So with that said, 



   11:01:28  3    Newton, would you like to have someone do the Pledge of 



   11:01:40  4    Allegiance?  



   11:01:44  5             COMMITTEE CHAIR PHAM:   Sure.  Director La 



   11:01:44  6    Belle, would you like to kick things off with the 



   11:01:44  7    pledge?



   11:01:46  8             COMMITTEE MEMBER LA BELLE:  Be happy to.  



   11:01:48  9    Everyone, please place their hand over their heart.



   11:02:12 10              (Pledge of Allegiance conducted.)  



   11:02:12 11             CEO RICHARDS:  Okay.  Okay.  Newton, did you 



   11:02:14 12    want to say anything in opening the meeting, or shall we 



   11:02:20 13    jump right in?  



   11:02:24 14             COMMITTEE CHAIR PHAM:   You know, I think I've 



   11:02:24 15    taken a glance at this and, you know, I'm pretty, 



   11:02:24 16    pretty, pretty satisfied with how the budget was 



   11:02:28 17    prepared this year.  It's a little bit different than 



   11:02:30 18    prior years because of, you know, the fluidity of the 



   11:02:34 19    situation that's going on.  But, overall, pretty, pretty 



   11:02:38 20    pleased with how everything's turned out.  And with 



   11:02:40 21    that, I'll let Michele kind of kick things off.  



   11:02:46 22             CEO RICHARDS:  Very good.  So, again, we'll 



   11:02:48 23    keep this informal, and I'll stop once in a while for 



   11:02:54 24    questions, but please don't hesitate to interrupt if -- 



   11:02:54 25    if you would like to ask a question or make a comment.  
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   11:02:56  1             You might remember last year that we assembled 



   11:03:06  2    every budget holder.  This is when we were able to meet 



   11:03:08  3    in person in the OC room, and we went into a deep dive 



   11:03:14  4    about what each department is responsible for; head 



   11:03:16  5    count, revenue and expenses, and that was meant to be 



   11:03:22  6    able to educate the Board and the public on our budget 



   11:03:26  7    process.  Because there are so many unknowns coming into 



   11:03:30  8    2021, we're taking a little bit of a -- a broader 



   11:03:34  9    perspective on the budget knowing that five minutes 



   11:03:38 10    after it's approved, it's likely to change given the 



   11:03:42 11    changing landscape.  



   11:03:44 12             So we are committed to keeping everybody on the 



   11:03:52 13    journey with us.  But just from a very general 



   11:03:52 14    standpoint, a reminder that our fiscal year runs from 



   11:03:58 15    January through December.  Our budgets are created 



   11:04:02 16    annually for each operating department and then 



   11:04:02 17    consolidated into an organization-wide budget roll up.  



   11:04:06 18    There are 53 department budgets this year, and they are 



   11:04:14 19    directly overseen by 13 members of our management team.  



   11:04:18 20             We manage the budget through monthly variance 



   11:04:20 21    reports.  And then starting in the spring of 2021, we 



   11:04:24 22    also started reporting reforecast each month, and we are 



   11:04:30 23    committed to doing that again through 2021.  We believe 



   11:04:34 24    that that will be critically important as we manage the 



   11:04:40 25    budget and the finances of the organization.  So each 
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   11:04:42  1    department's budget will be closely monitored by the 



   11:04:46  2    Board, the staff, and certainly the public will receive 



   11:04:54  3    regular updates as well.  



   11:04:54  4             Let's take a quick look back at the 2020 



   11:04:56  5    budget.  As I mentioned before, the 2020 budget was 



   11:05:00  6    developed from the ground up.  And when we all came 



   11:05:06  7    together at this time last year, we talked about the -- 



   11:05:08  8    that there were some gremlins that we found in the 2019 



   11:05:16  9    budget worksheets.  So we took the opportunity to kind 



   11:05:16 10    of wipe the slate clean and start the budget developing 



   11:05:18 11    it from the ground up.  And that was an excellent 



   11:05:22 12    exercise for all of us to go through.  And that made it 



   11:05:26 13    significantly easier to tackle the budget for -- 



   11:05:30 14    for this year.  



   11:05:36 15             However, nothing about the 2020 budget 



   11:05:36 16    preparation process could have prepared us for this year 



   11:05:38 17    that we're experiencing right now.  I think it's 



   11:05:42 18    stretched all of our, you know, our knowledge, our 



   11:05:46 19    experience, and sometimes our patience too, but we are 



   11:05:50 20    moving forward.  The cancellation of the 2020 OC Fair 



   11:05:54 21    and our inability to hold mass gatherings has had a 



   11:06:02 22    devastating impact on our 2020 budget.  



   11:06:06 23             As a reminder in May, we initially estimated a 



   11:06:12 24    20-million-dollar deficit to budget by the end of the 



   11:06:12 25    year, and we projected an 18-million-dollar loss in our 
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   11:06:20  1    cash reserves.  Well, I'm happy to report that 



   11:06:24  2    throughout the year, because we have focused so 



   11:06:24  3    carefully on cutting costs, we've provided the property 



   11:06:28  4    for emergency purposes, and we've worked with our 



   11:06:30  5    promoters on safe and healthy vehicle-based events, we 



   11:06:34  6    have been able to close that gap.  



   11:06:42  7             So as of today, we are now projecting a 16.8 



   11:06:44  8    million-dollar-deficit to budget compared to that 



   11:06:46  9    original 20 million, and a 16.6-million-dollar loss in 



   11:06:56 10    our cash reserves by the end of the year compared to 



   11:07:00 11    that initial 18-million-dollar projection.  So we have 



   11:07:00 12    made -- we have made progress despite the fact that we 



   11:07:08 13    didn't have the Fair and our event activity has been -- 



   11:07:08 14    has been minimal.  



   11:07:08 15             So coming into the 2021 budget, we first set 



   11:07:14 16    two specific goals for staff.  The first one is we 



   11:07:18 17    wanted to close that gap, that budget loss from 2020.  



   11:07:22 18    So we set a goal to deliver a budget that was somewhere 



   11:07:28 19    between a 10-million and a 12-million-dollar net deficit 



   11:07:38 20    to budget.  That represents a 35 to 40 percent 



   11:07:42 21    improvement from 2020.  



   11:07:46 22             We also set a second goal that if we were able 



   11:07:46 23    to have a 2021 Fair, that it would absolutely need to be 



   11:07:50 24    either revenue neutral or revenue positive.  And so we 



   11:08:00 25    established a budget of up to a two-million dollar net 
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   11:08:04  1    proceeds from the 2021 Fair.  And as you will see later 



   11:08:08  2    in the presentation, I'm very proud to say that the 



   11:08:08  3    staff delivered on both of those goals.  So we developed 



   11:08:12  4    a very specific set of budget assumptions for the staff 



   11:08:16  5    to work with.  



   11:08:18  6             Again, it was the best information that we have 



   11:08:20  7    available at this time.  We set aside 825,000 dollars 



   11:08:24  8    for the capital budget, which Ken will speak about a 



   11:08:30  9    little bit later.  We assumed that we would continue to 



   11:08:32 10    have minimal event activity in Q1 and Q2 of 2021, have a 



   11:08:42 11    modified fair in Q3, and then in Q4 see a reduction of 



   11:08:48 12    25 percent compared to the event activity -- sorry.  Not 



   11:08:52 13    a reduction of 25 percent, but activity reduced to 25 



   11:09:00 14    percent of what we saw in Q4 of 2019, which was the last 



   11:09:04 15    full quarter of robust events held at the OC Fair and 



   11:09:10 16    Event Center.  



   11:09:12 17             We were committed to keeping our civil service 



   11:09:12 18    labor head count the same as 2020.  The budget does 



   11:09:20 19    include the state mandated pay cuts for those employees.  



   11:09:22 20    Our utilities and other operational expenses we knew 



   11:09:30 21    would be cut from 2020, and every department did an 



   11:09:36 22    excellent job at that.  Again, a budget assumption that 



   11:09:42 23    if we are to have a 2021 Fair that we would budget for a 



   11:09:46 24    fixed daily attendance at half of what it has 



   11:09:48 25    historically been in recent years which is about 30,000 
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   11:09:56  1    people per day at that reduced capacity.  



   11:09:58  2             We are assuming that our 2021 OC Fair expenses 



   11:10:06  3    will be adjusted because we're going to have to adjust 



   11:10:06  4    our programming in order to maintain all of the health 



   11:10:10  5    and safety procedures.  We are assuming that the Pacific 



   11:10:18  6    Amphitheater concerts would be sold at 50 percent 



   11:10:20  7    capacity.  And, again, that's so that we can have that 



   11:10:24  8    safe social distancing for concertgoers.



   11:10:28  9             Another assumption is that we needed to make 



   11:10:30 10    sure that any programming that we had at the 2021 Fair 



   11:10:36 11    would need to be adjusted, not only to be safe and 



   11:10:40 12    healthy, but also to achieve our budget goals.  So if 



   11:10:46 13    it's something that costs too much for us to provide or 



   11:10:48 14    if it -- it can't sustain itself from a budget 



   11:10:54 15    standpoint, it's programming that we would need to 



   11:10:56 16    eliminate.  



   11:10:58 17             And then, of course, we are assuming that we 



   11:11:00 18    will need additional staff and supplies for increased 



   11:11:08 19    health and safety initiatives, not additional staff 



   11:11:12 20    throughout the year but certainly additional staff 



   11:11:16 21    during the fair and supplies throughout the year to keep 



   11:11:18 22    us all healthy and safe.  I'll stop there and see if 



   11:11:22 23    anyone has any specific questions.  Okay.  Hearing none, 



   11:11:26 24    we'll continue.  



   11:11:28 25             Just like last year, we wanted to do a survey 
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   11:11:34  1    of the economic landscape in Orange County.  That's very 



   11:11:38  2    helpful in trying to determine what our budget could be, 



   11:11:42  3    or what those revenue and expense categories should be.  



   11:11:46  4    And, once again, we turn to the Woods Center for 



   11:11:54  5    Economic Analysis and Forecasting through Cal State 



   11:11:56  6    Fullerton.  We have found that this is an excellent 



   11:11:58  7    report.  It's local.  It's about Orange County, and it 



   11:12:06  8    is truly excellent.  



   11:12:06  9             And so I'll remind everyone that at this time 



   11:12:12 10    last year, one of the quotes taken from the Wood Center 



   11:12:20 11    report said that the baseline scenario from top Orange 



   11:12:22 12    County economist is that, while flirting with recession 



   11:12:24 13    over the next 12-18 months, the US economy will manage 



   11:12:32 14    to escape it but just barely.  So it was a lot rosier 



   11:12:34 15    outlook than what we experienced.  



   11:12:38 16             This year's report also states that at the end 



   11:12:42 17    of February of this year, the US was basking in the 



   11:12:44 18    golden age of an expansion that had lasted more than a 



   11:12:52 19    decade.  The report goes on to say that then we 



   11:12:54 20    experienced the Great Disruption.  And I love this title 



   11:13:04 21    of the effect that the pandemic has had on our economy 



   11:13:04 22    because it truly has been a great disruption.  And I 



   11:13:12 23    think if you -- if you ask any of our employees they 



   11:13:16 24    would absolutely agree with that title.  It has been a 



   11:13:16 25    great disruption.  
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   11:13:16  1             But the report is a little more optimistic.  It 



   11:13:20  2    goes on to say that more encouragingly after a difficult 



   11:13:24  3    summer, there are now signs that the economy is growing 



   11:13:30  4    more confidently around the virus, so to speak.  So 



   11:13:32  5    we're -- we're learning how to do things differently and 



   11:13:48  6    still move forward.  These developments make a strong 



   11:13:48  7    case for a sustained economic recovery, which although 



   11:13:48  8    fragile, is unlikely to heel over into another abyss 



   11:13:48  9    over the forecast horizon.  And that's very good news 



   11:13:50 10    for us as we look to possibly have a 2021 Fair.  



   11:13:56 11             The other important information that we looked 



   11:13:58 12    at was regarding the health and safety landscape.  We 



   11:14:02 13    are now holding regular meetings with Dr. Clayton Chau 



   11:14:08 14    who is the Orange County public health officer.  He has 



   11:14:12 15    agreed to go along the planning cycle with us with 



   11:14:14 16    regard to the Fair.  And in a call that we had with 



   11:14:18 17    Dr. Clayton Chau just a couple of weeks ago, the first 



   11:14:24 18    question we asked him is:  Given the information that 



   11:14:26 19    the State has put out regarding theme parks or amusement 



   11:14:34 20    parks, does he see the OC Fair in that same category?  



   11:14:40 21             And you might remember that the reaction to 



   11:14:40 22    those guidelines was -- was quite negative and a little 



   11:14:44 23    depressing to tell you the truth.  Dr. Chau's answer was 



   11:14:50 24    a resounding "No" that he does not see the OC Fair in 



   11:14:58 25    the same category as a theme park or an amusement park, 
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   11:14:58  1    and he went over the reasons why.  So he believes that 



   11:15:02  2    there is potential to host a modified 2021 OC Fair.  We 



   11:15:12  3    reviewed our budget assumptions with Dr. Chau, and he 



   11:15:18  4    agreed with every one of them.  But we found it very 



   11:15:20  5    interesting that he gave us very specific milestones 



   11:15:22  6    that would have to be met in order to host a 2021 OC 



   11:15:28  7    Fair, and those are listed on the slide.  



   11:15:32  8             The first one is that there has to be an 



   11:15:34  9    approved COVID-19 vaccine on the market.  And as we've 



   11:15:38 10    heard in the news over the last several days, it seems 



   11:15:40 11    we're very close to that, and Dr. Chau agreed with that.  



   11:15:48 12    He believes that there will be a viable vaccine very 



   11:15:50 13    early in the new year.  



   11:15:52 14             The second criteria is that the vaccine must be 



   11:15:56 15    widely distributed in Orange County, and there's a lot 



   11:16:00 16    of discussion right now in the market about how a 



   11:16:02 17    vaccine might be distributed.  Some believe that it will 



   11:16:08 18    take a long, long time.  Others believe that it would be 



   11:16:14 19    distributed very quickly, so that's one of the metrics 



   11:16:16 20    that we're watching.  



   11:16:18 21             The third criteria is that people have to be 



   11:16:20 22    accepting of the vaccination.  They have to go and get 



   11:16:26 23    vaccinated so that we can achieve an immunity level in 



   11:16:30 24    Orange County of between 65 and 80 percent.  And, again, 



   11:16:36 25    if you're following the news, you know that UCI came out 
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   11:16:38  1    with a study recently that showed that the immunity 



   11:16:40  2    level in Orange County is actually significantly higher 



   11:16:46  3    than originally estimated.  



   11:16:48  4             I think originally it was at three percent, and 



   11:16:54  5    it's now almost 12 percent, so we're part of the way 



   11:16:54  6    there.  And then the Health Care Agency is also 



   11:17:00  7    experimenting with the use of an app where event 



   11:17:04  8    attendees would be able to show proof of vaccination.  



   11:17:10  9    So all of that criteria we're watching very carefully, 



   11:17:12 10    and we're staying in regular contact with Dr. Chau, as 



   11:17:16 11    we move forward in planning the OC Fair.  



   11:17:24 12             A quick look at our labor budget:  The total 



   11:17:28 13    labor budget is 15.5 million.  That includes salaries, 



   11:17:34 14    wages, benefits, payroll taxes, et cetera.  I should 



   11:17:38 15    note that that is a 4.9-million-dollar reduction from 



   11:17:44 16    the 2020 budget and that includes both our year-round 



   11:17:52 17    staff and the seasonal part-time staff that we would 



   11:17:52 18    need to hire for year-round events and the OC Fair.  



   11:17:54 19             So that reduction, 4.9, is impressive, and that 



   11:17:58 20    is despite the fact that once again, we're seeing a 



   11:18:02 21    dollar increase in minimum wage from 13 for 14 dollars 



   11:18:06 22    per hour.  We're seeing some pretty significant 



   11:18:10 23    increases in the public employee's retirement system 



   11:18:14 24    contribution, the pension contributions.  



   11:18:18 25             I said earlier that we're -- we're not planning 
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   11:18:20  1    on any new civil service head count with one exception, 



   11:18:28  2    which I'll -- I'll explain in a few minutes and that in 



   11:18:32  3    addition our labor budget includes projected cuts in our 



   11:18:38  4    year-round and fair time part-time head count.  And 



   11:18:42  5    that's due to a decrease in events and a decrease in the 



   11:18:48  6    projected attendance for the fair.  Okay.  



   11:18:52  7             We are, again, according to our schedule that 



   11:18:56  8    we set up a few years ago, we will take a very modest 



   11:19:00  9    increase in our facility rental fees once we are able to 



   11:19:10 10    begin having events indoors of between 25 and 75 dollars 



   11:19:14 11    per day.  And then the -- the space that our merchants 



   11:19:34 12    take up during the Fair will have a small increase of 25 



   11:19:34 13    to 75 dollars for the entire run of Fair which averages 



   11:19:34 14    out to about three dollars per day, so -- okay.  I think 



   11:19:34 15    I'll stop there, again, and see if anyone has any 



   11:19:48 16    questions or comments.  



   11:19:48 17             All right.  Hearing none, we will proceed.  We 



   11:19:50 18    wanted to review some of the big changes in the budget 



   11:19:50 19    this year from both the revenue side and the expense 



   11:19:50 20    side.  And as I mentioned earlier, we've provided the 



   11:19:52 21    Board and the public with individual department 



   11:19:56 22    worksheets.  If anyone had any specific questions, but 



   11:19:58 23    this is a bigger picture view of revenue to start.  



   11:20:06 24             So our 2020 budget included 52.2 million 



   11:20:16 25    dollars in revenue.  We are budgeting for 23.5 million 
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   11:20:18  1    dollars in 2021.  Here are the big factors that are 



   11:20:24  2    contributing to that decrease in revenue.  First of all, 



   11:20:26  3    no Orange County Market Place.  We expect to have fewer 



   11:20:30  4    events in 2021.  Our interest revenue is decreasing both 



   11:20:36  5    as the interest rate is coming down and our cash 



   11:20:42  6    reserves balance is coming down.  



   11:20:44  7             We don't expect as much revenue coming from our 



   11:20:48  8    Fair admissions this year.  We are currently in the 



   11:20:52  9    process of renegotiating all of those performance fees 



   11:20:56 10    for the acts that were going to play in 2021 and are -- 



   11:21:04 11    and have been resched- -- sorry -- in 2020.  And are now 



   11:21:06 12    being rescheduled for 2021.  We're negotiating those 



   11:21:08 13    performance fees in order to be profitable at that 50 



   11:21:16 14    percent capacity in the Pacific Amphitheater.  



   11:21:16 15             We are eliminating Super Pass sales.  You can't 



   11:21:22 16    control capacity if you've got thousands and thousands 



   11:21:26 17    of Super Passes already out there.  So we will be 



   11:21:30 18    eliminating Super Pass sales.  We're planning on 50 



   11:21:38 19    percent capacity in the hanger which is reducing our 



   11:21:38 20    revenue.  We're eliminating traditional programming in 



   11:21:40 21    the Action Sports Arena.  That doesn't mean that we 



   11:21:46 22    won't necessarily have programming in the Arena, but 



   11:21:52 23    we're looking at those acts that do not earn revenue and 



   11:21:56 24    re-evaluating those.  



   11:22:02 25             We're looking at all of our competitive entry 
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   11:22:02  1    categories for the Fair.  And looking at reducing those 



   11:22:10  2    in order to manage all of the health and safety 



   11:22:12  3    procedures.  That will bring our revenue down a bit, but 



   11:22:16  4    we are moving several of them to a virtual format so 



   11:22:20  5    that the community can still participate.  



   11:22:24  6             Certainly our consessions and our merchants 



   11:22:26  7    will have to be reduced in number, so we are building 



   11:22:28  8    into the budget a 50 percent reduction in the number of 



   11:22:38  9    both concessions and merchants.  Our carnival revenue is 



   11:22:42 10    being reduced by 50 percent and then parking revenue 



   11:22:46 11    will be flat.  We're not anticipating needing any 



   11:22:52 12    off-site paid parking lots, and so we will, once again, 



   11:22:58 13    we're projecting that we'll max out our parking spaces 



   11:22:58 14    onsite and that's why our parking revenue will be flat.  



   11:23:04 15             On the positive revenue side, we are in the 



   11:23:06 16    process of developing two new self-produced events that 



   11:23:12 17    we believe will add to our -- our revenue.  So we'll go 



   11:23:22 18    from 52.2 million in revenue from 2020 down to 23.5 in 



   11:23:24 19    2021.  On the expense side, our 2020 budget had expenses 



   11:23:34 20    of 50.4 million.  The positive is that we're taking that 



   11:23:38 21    down to 35.3 million in 2021.  



   11:23:44 22             So what are the things that are lowering our 



   11:23:46 23    expenses in 2021?  Sorry.  Let's start with what's 



   11:23:52 24    increasing our expenses, some of our fixed costs.  I 



   11:23:54 25    mentioned that we're not adding any new head count, but 
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   11:24:02  1    we did welcome back one of our civil service supervisors 



   11:24:02  2    who transferred to another DAA about 4 or 5 years ago.  



   11:24:10  3             She was laid off at that fair, and she has 



   11:24:12  4    return rights as a civil service employee.  So she 



   11:24:16  5    returned back to the OC Fair.  So that added to our head 



   11:24:26  6    count just a couple of months ago.  We are seeing 



   11:24:28  7    unemployment fees much higher than in the past.  As you 



   11:24:36  8    can imagine our seasonal employees who were -- who were 



   11:24:36  9    terminated are now applying for unemployment.  



   11:24:44 10             We are going to budget for increases in credit 



   11:24:46 11    card fees as we implement touchless cashless systems 



   11:24:56 12    and people will be using more credit cards, that's going 



   11:24:56 13    to increase our credit card fees.  We are budgeting for 



   11:24:58 14    an increase in benefits cost and then also an increase 



   11:25:04 15    in legal fees in 2021.  



   11:25:10 16             On a more positive side, the things that are 



   11:25:10 17    helping to drive our expenses down is that we will not 



   11:25:12 18    be hosting an onsite Imaginology in 2021, but rather 



   11:25:18 19    moving to a virtual Imaginology with lots of recourses 



   11:25:28 20    online for teachers and students.  We certainly see a 



   11:25:28 21    reduction in our utility expenses.  Our travel has been 



   11:25:30 22    drastically reduced with no out-of-state travel plan.  



   11:25:36 23             We are seeing a reduction in our seasonal staff 



   11:25:38 24    as we budget for those year-round events and the Fair.  



   11:25:50 25    We are budgeting the civil service pay cuts that were 
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   11:25:50  1    mandated by the state.  We are also budgeting decreases 



   11:25:56  2    in professional services such as the Orange County 



   11:26:02  3    Sheriff's Department, Costa Mesa Police Department, our 



   11:26:06  4    janitorial services, all of our production services:  



   11:26:06  5    video, audio, et cetera.  



   11:26:10  6             Reductions in employee shuttles if we need them 



   11:26:18  7    at all this year, and a reduction in the gate operations 



   11:26:22  8    contractor.  We will be handling that ourselves this 



   11:26:22  9    year.  Certainly the modified Fair will reduce expenses 



   11:26:28 10    overall in operating the Fair.  We'll have fewer 



   11:26:30 11    equipment rentals due to the reduced programming.  



   11:26:34 12    Rentals such as fencing, computers, trailers, stages, 



   11:26:38 13    trussing, signage, et cetera.  



   11:26:46 14             And as we make programming changes we've 



   11:26:46 15    already made a discussion not to budget for the nightly 



   11:26:56 16    Main Mall show with pyro as that is a big attraction for 



   11:27:04 17    crowds to gather, so -- and it's quite expensive -- so 



   11:27:04 18    no nightly Main Mall show with pyro was budgeted.  We're 



   11:27:08 19    transitioning a lot of our print material which are high 



   11:27:14 20    touch, like brochures and -- and pamphlets.  We're 



   11:27:14 21    transitioning to digital marketing assets.  That's 



   11:27:18 22    reducing the cost as well.  And then, of course, our 



   11:27:22 23    Fair decor costs are coming down.  Okay.  



   11:27:26 24             Our parking fee will remain at 10 dollars in 



   11:27:34 25    this budget.  And, again, we don't believe that we will 
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   11:27:38  1    have any paid off-site parking lot expenses that -- 



   11:27:38  2    we're not including that in the budget.  In terms of our 



   11:27:48  3    Fair admission, the budget is carrying an average ticket 



   11:27:54  4    price of nine dollars and 33 cents.  And that's a 



   11:27:54  5    blended rate when you take the current rate for adult 



   11:27:56  6    admission, senior admission, and youth admission, it 



   11:28:00  7    comes out to a blended rate of nine dollars and 33 



   11:28:04  8    cents.



   11:28:06  9             However, our team is reviewing ticket prices 



   11:28:10 10    now.  We're doing a deep dive in that, and the actual 



   11:28:16 11    admission price will be brought back to the Board for 



   11:28:16 12    approval.  So what it included in the budget is that 



   11:28:18 13    average ticket price of nine dollars and 33 cents.  



   11:28:22 14    Okay.  



   11:28:22 15             I mentioned that we won't be doing any 



   11:28:26 16    out-of-state travel.  None is included in the budget, 



   11:28:28 17    and the annual conferences and conventions that we 



   11:28:34 18    typically attend have all gone virtual, so no travel 



   11:28:36 19    required for that.  We have put in a small amount in the 



   11:28:42 20    budget for in-state travel if there is any mandatory 



   11:28:50 21    California state compliance training for which we would 



   11:28:56 22    need to send staff to Sacramento.  



   11:28:56 23             But, again, most of that has now gone virtual.  



   11:29:00 24    And, obviously, all travel is in compliance with 



   11:29:00 25    California state law.  Okay.  Before I turn it over to 
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   11:29:10  1    Ken to go over our capital and major expenditures plan, 



   11:29:10  2    I'll stop and see if anyone has any comments or 



   11:29:14  3    questions.  All right.  



   11:29:20  4             COMMITTEE MEMBER LA BELLE:  Michele, do we have 



   11:29:20  5    any -- this is Doug.  Do we have any comments from the 



   11:29:30  6    public that they'd like to make at this time? 



   11:29:30  7             CEO RICHARDS:  Certainly invite anyone from the 



   11:29:32  8    public to -- to ask.  



   11:29:34  9             REGGIE MUNDEKIS:  Hi.  Reggie Mundekis.  I'd 



   11:29:36 10    like to thank staff for putting together this 



   11:29:42 11    presentation and this budget packet.  It's a lot of work 



   11:29:44 12    even in a good year, and you guys are doing a great job 



   11:29:48 13    as far as holding it together.  And there's a lot to be 



   11:29:52 14    said for that these days.  And finding a way to move 



   11:29:56 15    forward even if it may just be slowly, so thank you.  



   11:30:02 16             CEO RICHARDS:  Thank you for that, Reggie.  



   11:30:04 17    Okay.  Any other questions or comments?  



   11:30:08 18             COMMITTEE MEMBER LA BELLE:  Michele, now this 



   11:30:10 19    is Doug.  The projection is -- or the hope is 50 percent 



   11:30:18 20    Fair attendance versus the past years.  How soon will 



   11:30:24 21    you be able to bring to the full Board and the public 



   11:30:28 22    for review and comment the actual physical plan that 



   11:30:40 23    will reflect the 50 percent reduction in terms of how 



   11:30:46 24    are we go to reallocate the carnival rides?  How are we 



   11:30:50 25    going to reallocate the midway (inaudible,) the various 
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   11:30:50  1    concessionaire areas applied?  What are we going to be 



   11:30:52  2    doing initially within the buildings?  



   11:30:56  3             And my understanding is that probably just 



   11:30:58  4    storage of various types of (inaudible,) but how soon 



   11:31:02  5    will you be able to bring to the Board your best concept 



   11:31:12  6    for the physical layout of the Fair?  



   11:31:12  7             CEO RICHARDS:  Yeah.  I think we'll have to do 



   11:31:14  8    that on a rolling basis like we have been, Doug.  You 



   11:31:18  9    know, every week there's new information that comes, you 



   11:31:22 10    know, becomes available to us. 



   11:31:24 11             And especially as we continue our conversations 



   11:31:28 12    with Dr. Chau, but I -- I think that by shortly after 



   11:31:32 13    the first of the year we should have a pretty good idea 



   11:31:36 14    of what the -- at least what the layout should be and 



   11:31:44 15    what would be required in terms of, you know, indoor 



   11:31:44 16    shopping versus outdoor shopping, what carnival rides 



   11:31:50 17    would be acceptable versus which, you know, would not 



   11:31:56 18    be.  



   11:31:56 19             All of that information is coming out very 



   11:31:56 20    quickly and changing on a regular basis.  But I think by 



   11:32:00 21    shortly after the first of the year, we should have a, 



   11:32:08 22    you know, at least a pretty good basic plan in place.  



   11:32:12 23             COMMITTEE MEMBER LA BELLE:  Well, half a pie is 



   11:32:12 24    better than no pie at all.  I would also suggest that we 



   11:32:22 25    look at a third of the pie is better than a half pie or 
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   11:32:22  1    better than no pie at all.  That being -- what would the 



   11:32:32  2    other options be in terms of a fair or event that -- say 



   11:32:32  3    25 percent of full operation.  I don't know, maybe if 



   11:32:38  4    you get to that point, it's just not feasible at all, 



   11:32:46  5    and you need to -- you need to cancel everything.  But 



   11:32:54  6    I -- I think that might be something that we would want 



   11:32:54  7    to at least have in the back of our minds as a -- even a 



   11:32:56  8    further back-up option.  



   11:32:58  9             CEO RICHARDS:  Sure.  Before we would present 



   11:33:00 10    the question to the Board about whether the Fair would 



   11:33:02 11    need to be cancled, we will have so much more 



   11:33:10 12    information coming into 2021 than we ever did coming 



   11:33:14 13    into 2020.  You know there -- it wouldn't just be from a 



   11:33:16 14    health and safety perspective.  



   11:33:18 15             But if we -- if we have to go down to a 25 



   11:33:22 16    percent capacity, the question then becomes:  Can we 



   11:33:26 17    have a fair that is either revenue neutral or as 



   11:33:32 18    profitable?  And in that case, we may have to decide to 



   11:33:34 19    go with, you know, a drive-by fair or a virtual fair 



   11:33:40 20    again this year.  But we've already started discussing 



   11:33:42 21    the back-up plan of working with other fairs to develop 



   11:33:48 22    a dive-thru fair concept.  So we'll have plan B in our 



   11:33:54 23    pocket before that time.  



   11:34:00 24             COMMITTEE MEMBER LA BELLE:  Thanks, Michele.  



   11:34:00 25             CEO RICHARDS:  Sure.  Ken, would you like to 
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   11:34:04  1    take it from here with capital?  



   11:34:10  2             KEN KARNS:  Okay.  Thanks, Michele.  Good 



   11:34:10  3    morning, everyone.  I hope you're all staying healthy 



   11:34:12  4    and safe.  Capital 2021.  Much different approach this 



   11:34:20  5    year, as you've heard with us being very conservative.  



   11:34:22  6    We are -- we did not use the past metrics that we 



   11:34:26  7    developed four or five years ago.  



   11:34:30  8             I'll remind everyone those metrics, as we 



   11:34:30  9    looked at projects, if they had cost savings, 



   11:34:36 10    brand enhancement, if they are revenue generating, or 



   11:34:38 11    safety risk management oriented, we didn't use those 



   11:34:42 12    metrics this year.  This year we focused on safety, 



   11:34:46 13    safety and security, and fair goals tied to some of the 



   11:34:50 14    assumptions that we've made with what a fair may look 



   11:35:00 15    like, so we focused on those needs.  



   11:35:00 16             For example, separating and creating more space 



   11:35:10 17    that would be required to house anyone in an RV or a 



   11:35:12 18    bunk house, having enough elbow room to spread things 



   11:35:14 19    out, the carryover of Lot G utilities, aides and that, 



   11:35:30 20    so that was the focus.  Again, we're really just looking 



   11:35:34 21    at 2021, and that's what would get approved eventually, 



   11:35:34 22    is just the 2021 not '22 or '23.  



   11:35:42 23             In time we will do a more in depth look ahead 



   11:35:44 24    as we develop that and, of course, also put the tool of 



   11:35:48 25    the new infrastructure audit in the play into the mix as 
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   11:35:50  1    we dive deep into that lookahead.  And just on that 



   11:35:54  2    note, if you are glancing at the lookahead, just this 



   11:36:00  3    morning as we looked at it, we found an old, what likely 



   11:36:04  4    would have been a copy-and-paste error with some big 



   11:36:12  5    numbers in 22 and 23 that we have to fix.  



   11:36:14  6             So as much as we looked at this, we still found 



   11:36:18  7    an error this morning.  So I apologize for that.  But on 



   11:36:18  8    the budget, we have only the one carryover that I spoke 



   11:36:22  9    to earlier, and that's the 350,000 dollars for the Lot G 



   11:36:28 10    utilites.  Under Capital Expenditures, two Cap-X 



   11:37:04 11    depreciate items.  We have no projects and zero dollars 



   11:37:04 12    proposed to expend.  



   11:37:04 13             Under equipment, we're, again -- have zero 



   11:37:04 14    dollars, nothing proposed to expend there.  Under our 



   11:37:04 15    major expenditures, again, items tied to the safety and 



   11:37:04 16    security on the Fair.  Continuing with improvement of 



   11:37:04 17    our all ground Wifi, Michele mentioned earlier touchless 



   11:37:04 18    cashless systems.  Wifi becomes much more prevalent and 



   11:37:14 19    required, so some money's there continuing to expand, 



   11:37:14 20    repair, and develop our all grounds PA system, 



   11:37:18 21    again, for effective communication.  



   11:37:20 22             Through some of the changes that we're 



   11:37:22 23    developing on the fair layouts, there's some change to 



   11:37:28 24    the main blue gate entry drive, so we have 



   11:37:28 25    some alterations there.  Our survaillance system, some 
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   11:37:34  1    parking lot maintenance required, risk management, some 



   11:37:40  2    electrical boxes, and picnic tables.  Some of the large 



   11:37:50  3    gathering areas that we have under shade structures 



   11:37:50  4    won't be viable, don't look to be viable.  So as we 



   11:37:52  5    distribute and create space, more picnic tables.  



   11:38:04  6             So that brings us to major expenditure total 



   11:38:04  7    carried forward of 325, a buget of 325 with a 150,000 



   11:38:30  8    dollar contingency.  We believe that it is likely that 



   11:38:30  9    some materials might be required as we develop the Fair 



   11:38:30 10    that we could bring back to the Board.  We've been 



   11:38:30 11    carrying a contingency for a number of years now, so 



   11:38:30 12    we've had that there for a Cap-X budget of 475.  The 



   11:38:36 13    carryover of the 350 brings us to a grand total of 825 



   11:38:42 14    for our 2021 capital project.  



   11:38:48 15             CEO RICHARDS:  I think this would be a good 



   11:38:48 16    place to stop, again, if anyone has any questions or 



   11:38:50 17    comments either our Board members or the public?  



   11:38:56 18             COMMITTEE MEMBER LA BELLE:  Yes.  Michele and 



   11:38:56 19    Ken, this is Doug.  And I'd like to, you know, get any 



   11:39:00 20    public comments as well.  But a couple of thoughts:  The 



   11:39:08 21    EMG infrastructure study, as I've said on a couple of 



   11:39:10 22    occasions, I thought was a very -- overall a very 



   11:39:16 23    outstanding document and my understanding that those 



   11:39:16 24    safety items that have been articulated in that study 



   11:39:30 25    are in the system for correction during the insuring 
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   11:39:34  1    fiscal year.  



   11:39:40  2             I would also like to see the -- a consultant, 



   11:39:40  3    an engineering consultant be selected to -- during the 



   11:39:42  4    course of the year to design the water system -- 



   11:39:54  5    domestic water system improvements that are needed on 



   11:39:54  6    site per the EMG recommendation.  And I'd also like to 



   11:39:54  7    say that the videotaping or scoping of the sanitary 



   11:40:04  8    sewer lines onsite be completed.  



   11:40:06  9             I'm quite certain that between the City of 



   11:40:14 10    Costa Mesa, the County of Orange, the San District, they 



   11:40:16 11    would have the equipment necessary to complete that work 



   11:40:18 12    and that could be done as a, you know, with a contract 



   11:40:20 13    with those -- there's ways to do that.  Also, as we look 



   11:40:30 14    to the future, I think, you know, we've got a number of 



   11:40:34 15    areas where solar facilities can be installed that would 



   11:40:38 16    reduce our ongoing utility cost to Edison.  



   11:40:42 17             And I'd like to see maybe an RFP included in 



   11:40:56 18    the budget process for selecting a solar consultant just 



   11:40:56 19    like we do the sound consultant to come in and provide 



   11:40:58 20    options for the staff and Board to look at on an ongoing 



   11:41:04 21    basis.  I wouldn't envision any of that work actually 



   11:41:14 22    being completed during the next fiscal year, but we 



   11:41:18 23    could get the information and be ready to move ahead in 



   11:41:18 24    20- -- 22.  



   11:41:22 25             And then also as I mentioned at the last board 
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   11:41:24  1    meeting when the infrastructure study was presented, 



   11:41:26  2    there are capital projects and there are maintenance 



   11:41:28  3    projects.  I'm assuming that things that appear within 



   11:41:38  4    maintenance projects have been included within a various 



   11:41:42  5    line items within the operating budget in addition to 



   11:41:44  6    what you have shown here; is that correct?  



   11:41:44  7             CEO RICHARDS:  That's correct, Doug.  



   11:41:46  8             COMMITTEE MEMBER LA BELLE:  Okay.  I think this 



   11:41:52  9    would be my general comments on the capital budget.  I 



   11:42:00 10    certainly agree that, you know, we need to be as prudent 



   11:42:00 11    and as cautious as we can.  But I think the primary 



   11:42:06 12    factor of the infrastructure study was to get the stuff 



   11:42:10 13    in the ground completed that needs to be completed, you 



   11:42:14 14    know, before we start moving buildings around and doing 



   11:42:18 15    other things like that, so those would be my thoughts on 



   11:42:20 16    that.  



   11:42:22 17             CEO RICHARDS:  Very good.  We've made note of 



   11:42:24 18    that, and I hope you'll bring that up when we review 



   11:42:26 19    with the full Board next week too.  



   11:42:32 20             COMMITTEE MEMBER LA BELLE:  I will certainly do 



   11:42:32 21    that.  



   11:42:34 22             CEO RICHARDS:  Good.  Very good.  And we've 



   11:42:36 23    added that to our notes as well, so -- 



   11:42:38 24             REGGIE MUNDEKIS:  This is Reggie.  I have a few 



   11:42:42 25    comments.  I support what Director La Belle said, and I 
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   11:42:46  1    would like to ask about in the infrastructure study 



   11:42:58  2    there was a need to do the electrical panel study when 



   11:42:58  3    we had higher staffing levels and more people using the 



   11:43:06  4    facility.  



   11:43:06  5             So maybe the 2021 Fair, even though it's a 



   11:43:08  6    smaller fair that may be a good opportunity to do that 



   11:43:16  7    electrical panel study because that would be the first 



   11:43:18  8    time the property is heavily loaded in a while and, you 



   11:43:20  9    know, something is better than nothing, you know -- and 



   11:43:22 10    you can talk to the consultants about that.  



   11:43:26 11             And then in the infrastructure study, the 



   11:43:30 12    consultant identified that there could be structural 



   11:43:34 13    issues in the buildings at the equestrian center and 



   11:43:36 14    recommended that a structural engineer be brought in to 



   11:43:42 15    inspect and issue a report.  And I -- given the way the 



   11:43:48 16    equestrian center contract is written, the fairgrounds 



   11:43:56 17    may pay for that upfront, but that cost should be passed 



   11:43:56 18    along to the equestrian center operator, you know.  



   11:43:56 19             So we need to get that process started because 



   11:44:04 20    what we're dealing with as far as the buildings at the 



   11:44:12 21    equestrian center are metal buildings which are being 



   11:44:14 22    corroded, and corrosion is one of your most insidious 



   11:44:20 23    and difficult construction problems because many times 



   11:44:20 24    you can have something that just looks okay from the 



   11:44:22 25    outside because the rust is just holding itself together 
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   11:44:28  1    in the outside with a thin shell, but it can be corroded 



   11:44:28  2    through.  



   11:44:28  3             It's a common problem in bridges on the east 



   11:44:30  4    coast, so we do want to have a structures person come in 



   11:44:36  5    and look at those buildings and start that down the road 



   11:44:36  6    to getting repairs made at -- paid for by the equestrian 



   11:44:44  7    center operator according to the contract, so thank you 



   11:44:48  8    guys, and thanks for the good presentation on this.  



   11:44:52  9             CEO RICHARDS:  All right. 



   11:44:52 10             KEN KARNS:  If I could, Michele?  



   11:44:58 11             CEO RICHARDS:  Yes.  



   11:44:58 12             KEN KARNS:  So a couple of things.  We did have 



   11:44:58 13    an opportunity once we were done with the public 



   11:45:04 14    infrastructure meeting and then the board meeting to 



   11:45:06 15    have some follow up with the consultant and CCA 



   11:45:12 16    discussions on the electrical infrared study in 



   11:45:14 17    appropriate timing.  That was discussed, so thank you 



   11:45:16 18    for that, Reggie, along with the camering and sewer 



   11:45:20 19    lines.  So we're looking at those things and noted 



   11:45:24 20    Doug's other comments as well, so thank you.  



   11:45:32 21             CEO RICHARDS:  All right.  Okay.  Coming down 



   11:45:32 22    the home stretch, as we present every year.  Our 



   11:45:38 23    expenses over 50,000.  So this is in accordance with 



   11:45:40 24    Board Policy 4.05.02, which outlines the contracting and 



   11:45:52 25    signature authority of the CEO.  And according to this 
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   11:45:52  1    policy and the by-laws, certainly the items that are 



   11:45:56  2    included in the budget are considered approved when the 



   11:45:58  3    budget is approved.  



   11:46:00  4             In addition, the CEO has delegated authority 



   11:46:06  5    from the Board of Directors to execute a check or 



   11:46:10  6    purchase commitment of 50,000 dollars or less.  The 



   11:46:14  7    Board has recently approved the CEO's authority to 



   11:46:22  8    execute talent guarentees of 400,000 or less, and then 



   11:46:28  9    as the policy states:  Anything that is an approved 



   11:46:36 10    contract, LOU, or rental agreement or is payment for 



   11:46:40 11    utilities, Cal Card expenditures, insurance, payroll, or 



   11:46:44 12    state mandated services or anything that is included in 



   11:46:50 13    this table.  



   11:47:02 14             Our expense is over 50,000 and these are often 



   11:47:02 15    mandated expenses.  For example, sales and use tax 



   11:47:02 16    through the Board of Equalization.  State Fire Marshal 



   11:47:04 17    services fees, attorneys fees through the Department of 



   11:47:10 18    Justice.  California non-residents withholding 



   11:47:14 19    remittance through the Franchise Tax Board and then 



   11:47:14 20    added this year are unemployment fees through the 



   11:47:20 21    California EDD because we are continuing to be billed 



   11:47:24 22    for unemployment fees.  



   11:47:28 23             We have budgeted for some, but there may be 



   11:47:30 24    some other unanticipated unemployment fees as people 



   11:47:40 25    file for -- our seasonal people file for unemployment.  
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   11:47:40  1    So that is our expense -- expenses over 50,000 dollar 



   11:47:44  2    list for this year.  We also wanted to provide the -- 



   11:47:50  3    the committee with a list of the RFPs that we plan to 



   11:47:54  4    release in 2021.  Some of these we've already started 



   11:48:06  5    working on because they'll be released right after 



   11:48:08  6    the -- the first of the year, but what you see are the 



   11:48:08  7    proposed release dates.  



   11:48:10  8             They include:  Restroom trailers with ADA 



   11:48:12  9    access; shuttle services, if needed for our Fair guests 



   11:48:22 10    and employees; golf cart rentals; our bottled water 



   11:48:22 11    sponsorship or purchase; fencing rental; mobile modular 



   11:48:32 12    portable storage; the services that provide concert 



   11:48:36 13    merchandising, such as, you know, T-shirts and souvenirs 



   11:48:38 14    for the concerts; our carbonated beverages and bottled 



   11:48:46 15    water sponsorship; admissions and teller office 



   11:48:48 16    trailers; the Pacific Amphitheater video services; 



   11:48:52 17    armored courier services; and campground restroom 



   11:48:56 18    trailer with ADA.



   11:48:56 19             So that is a complete list of the RPFs that we 



   11:49:02 20    expect to released in 2021.  So as we take all of that 



   11:49:08 21    information, all of those 52 worksheets, plus the Cap-X 



   11:49:12 22    plan, and roll it up into a 2021 budget, we come up with 



   11:49:18 23    21,445,879 dollars in revenue from OCFEC self-produced 



   11:49:30 24    events.  Total rental revenue, which would include our 



   11:49:42 25    year-round events, 1.9 million.  
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   11:49:42  1             Additional non-operating revenue of 182,442.  



   11:49:48  2    For a total revenue of 23 million 525 dollars -- 25,020 



   11:49:54  3    dollars.  On the expense side, our total operating 



   11:49:56  4    expense.  We're budgeting for 30.5 million.  



   11:50:06  5    Non-operating expense, which includes depreciation, 



   11:50:06  6    major projects, and then GASB 68, the net pension 



   11:50:08  7    adjustment is 4.8 million for total expenses of 35.3 



   11:50:20  8    million and net proceeds of negative 11,818,500.  Okay.  



   11:50:26  9    I'll stop there if anybody has questions and then we'll 



   11:50:34 10    move on to our -- kind of our first pass at a Fair PNL.  



   11:50:40 11             All right.  Hearing none, our team has done a 



   11:50:44 12    great job of pulling out those expenses.  



   11:50:48 13             COMMITTEE MEMBER LA BELLE:  Michele?  



   11:50:50 14             CEO RICHARDS:  Yes.  I was on mute and talking.  



   11:50:56 15    It doesn't work very well.  I'm sorry.  Two things real 



   11:50:58 16    quick, just I mentioned the solar item earlier.  I will 



   11:51:06 17    be suggesting to the full Board when they review the 



   11:51:06 18    budget I think next week, again, I guess, we're looking 



   11:51:08 19    at adoption in -- of December that we add an RFP or a 



   11:51:14 20    solar consultant to come in and do the options for that.  



   11:51:20 21    So I'll be asking that that be included in the RFPs.  



   11:51:22 22             And lastly, I should have mentioned this 



   11:51:30 23    earlier.  I know that we have, through Lisa Sexton, we 



   11:51:32 24    have a number of concerts that were going to be held 



   11:51:40 25    this past year that have indicated a desire to be here 
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   11:51:40  1    in 2021.  I think it was ten or eleven if I recall 



   11:51:44  2    correctly.  I would suggest that we get a determination, 



   11:51:54  3    at least to get a determination for you and the staff to 



   11:51:58  4    consider and present to the Board sooner rather than 



   11:51:58  5    later.  



   11:52:00  6             Of those 11 concerts that needs to be carried 



   11:52:12  7    over and get a determination made as soon as we can 



   11:52:12  8    relative to any of those 50 percent attendance 



   11:52:16  9    standpoint.  If they do, that's great.  If they don't 



   11:52:24 10    then we'd have to move to plan B which would be the 



   11:52:26 11    distribute bands that we have previously talked about 



   11:52:30 12    so -- 



   11:52:30 13             CEO RICHARDS:  Right.  



   11:52:32 14             COMMITTEE MEMBER LA BELLE:  Hoping we could get 



   11:52:34 15    that up as soon as possible to, you know, by January to 



   11:52:40 16    include that in the planning process for 2021.  



   11:52:40 17             CEO RICHARDS:  Yes.  And that also may be on a 



   11:52:42 18    rolling basis, Doug, as we renegotiate those contracts, 



   11:52:50 19    we may be able to report those as they come up, but 



   11:52:54 20    certainly we'll have a much clearer picture by January.  



   11:52:58 21             COMMITTEE MEMBER LA BELLE:  Thanks.  



   11:53:00 22             CEO RICHARDS:  Noted.  Sure.  Okay.  So as we 



   11:53:02 23    pull out those expenses and the revenue that is uniquely 



   11:53:14 24    fair, our staff has done a great job of creating a very 



   11:53:16 25    preliminary first look at a 2021 budgeted PNL for -- for 
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   11:53:26  1    the fair.  We're looking at revenue from attractions and 



   11:53:28  2    other services of 23.35 million.  



   11:53:32  3             Against expenses in the categories of 



   11:53:36  4    attractions, marketing, other services and, of course, 



   11:53:46  5    labor of 13.9 million so we were very pleased that our 



   11:53:52  6    goal of being somewhere between revenue neutral and 2 



   11:53:54  7    million dollars profit on a 2021 Fair, we believe will 



   11:54:00  8    be substantially more than that.  



   11:54:02  9             Now, this is, you know, I say that with caution 



   11:54:04 10    because again so many things are changing on a regular 



   11:54:08 11    basis but as budgeted right now, we believe that we 



   11:54:14 12    could bring a modified 2021 Fair, you know, and have -- 



   11:54:16 13    have that budgeted net proceeds of 6.4 million.  So -- 



   11:54:24 14    so that concludes the presentation.  I know I stopped 



   11:54:32 15    along the way but happy to take any additional questions 



   11:54:32 16    or comments or any further direction from Newton or Doug 



   11:54:40 17    as we'll be reviewing this with the full Board next week 



   11:54:42 18    at the November board meeting.  



   11:54:48 19             DIRECTOR PHAM:  I think Doug covered it pretty 



   11:54:50 20    well.



   11:54:50 21             CEO RICHARDS:  Okay.  Any other?  



   11:54:54 22             COMMITTEE MEMBER LA BELLE:  I have nothing -- I 



   11:54:54 23    have nothing further, Michele.  And I think you've done 



   11:54:58 24    an outstanding job of putting together options for -- 



   11:55:02 25    for the Board to consider as well as, you know, the 
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   11:55:06  1    public to -- to get as much transparency in the project 



   11:55:12  2    as we can.  And I just want to thank you for an 



   11:55:14  3    excellent job, you and the staff, Ken, Joan, all the 



   11:55:20  4    others for the good work you have done putting this all 



   11:55:20  5    together.  



   11:55:22  6             CEO RICHARDS:  Well, thank you.  You know that 



   11:55:26  7    any accomplishment goes to the team for sure.  They've 



   11:55:30  8    done an excellent job of working through some very 



   11:55:34  9    difficult circumstances and trying to put at least some 



   11:55:38 10    budgeted certainty around a future that's very 



   11:55:46 11    uncertain at this point.  But I think everyone did an 



   11:55:46 12    exceptional job, so I want to recognize the work that 



   11:55:50 13    the staff did.  



   11:55:50 14             And they're on the call today so great job, 



   11:55:52 15    everybody, thank you for your teamwork on this.  And we 



   11:55:58 16    are -- if there are no other questions, comments or 



   11:56:02 17    additions, then we'll be bringing this to the Board in 



   11:56:08 18    November, next week.  Thursday of next week.  9:00 a.m., 



   11:56:16 19    and we thank you for your time and Newton and Doug, 



   11:56:18 20    thank you for your -- your guidance and your leadership 



   11:56:20 21    on this.



   11:56:26 22             COMMITTEE CHAIR PHAM:  Thank you.  



   11:56:28 23             CEO RICHARDS:  Okay.  Newton, if you want to 



   11:56:30 24    call the meeting to a close  Oh, do we have another 



   11:56:32 25    comment?  No.  Okay.  If you want to call the meeting 
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   11:56:38  1    closed then we'll all get back to work.  



   11:56:46  2             COMMITTEE CHAIR PHAM:  All right.  I guess 



   11:56:46  3    there's no gavel, but, yeah, I call the meeting to a 



   11:56:48  4    close.  



   11:56:48  5             (Whereupon, the OCFEC Financial Monitoring 



   11:56:48  6    Committee Budget Study Session was hereby adjourned at 



   11:56:48  7    10:56 a.m.)
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