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·1· · · · · · Tuesday, November 9, 2021, 3:00 P.M.

·2· · · · · · · · · · · · · ---o0o---

·3· · · · · ·MS. RICHARDS:· Welcome, everybody, to our

·4· meeting of the Financial Monitoring and Audit Committee,

·5· and this is to review the Draft 2022 Budget.

·6· · · · · ·I'm going to go ahead and share the screen.· We

·7· have a very good presentation ready for you today.· And

·8· I will turn it over to our Committee Chair, Newton Pham,

·9· to kick off the meeting.

10· · · · · ·COMMITTEE CHAIRPERSON PHAM:· Sure.· Yeah.· Call

11· of the order.· All matters noticed on this agenda in any

12· category may be considered for action.· As listed, any

13· item not so noticed may not be considered.· Items listed

14· on this agenda may be considered in any order at the

15· discretion of the Chairperson.

16· · · · · ·The mission of the OCFEC is the celebration of

17· Orange County's communities, interests, agriculture, and

18· heritage, with results justifying resources expended.

19· · · · · ·And with that, I will ask Natalie to do the

20· Pledge of Allegiance.

21· · · · · ·DIRECTOR RUBALCAVA-GARCIA:· Thank you, Newton.

22· · · · · ·Put your right hand over your heart.

23· · · · · ·(Pledge of Allegiance recited in

24· · · · · ·unison.)

25· · · · · ·COMMITTEE CHAIRPERSON PHAM:· And with that, I
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·1· guess we can do a roll call for the board members.

·2· · · · · ·SECRETARY ANGUS:· Yes.

·3· · · · · ·We'll do the committee members first and then

·4· the rest of the Board.

·5· · · · · ·So Committee Chair Pham.

·6· · · · · ·COMMITTEE CHAIRPERSON PHAM:· Yeah.· Present.

·7· · · · · ·SECRETARY ANGUS:· Committee Member-Director

·8· Bagneris.

·9· · · · · ·COMMITTEE MEMBER BAGNERIS:· Present.

10· · · · · ·SECRETARY ANGUS:· Board Chair La Belle.

11· · · · · ·BOARD CHAIRPERSON LA BELLE:· Present.

12· · · · · ·SECRETARY ANGUS:· Director Rubalcava-Garcia.

13· · · · · ·DIRECTOR RUBALCAVA-GARCIA:· Present.

14· · · · · ·SECRETARY ANGUS:· Director Cervantes.

15· · · · · ·(No response.)

16· · · · · ·SECRETARY ANGUS:· Director Ruiz.

17· · · · · ·(No response.)

18· · · · · ·SECRETARY ANGUS:· Director Aitken.

19· · · · · ·(No response.)

20· · · · · ·SECRETARY ANGUS:· Director Kovacevich.

21· · · · · ·(No response.)

22· · · · · ·SECRETARY ANGUS:· And Director Rafiei.

23· · · · · ·DIRECTOR RAFIEI:· Present.

24· · · · · ·SECRETARY ANGUS:· Thank you.

25· · · · · ·COMMITTEE CHAIRPERSON PHAM:· So in terms of
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·1· matters of public comment, I mean, ideally, I think we

·2· want to keep this -- it worked pretty well in 2019.· You

·3· know, we keep this free flowing and the public can ask

·4· questions and provide input to the committee, you know,

·5· during the presentation and workshop.

·6· · · · · ·So if it's okay with everybody, you know, we

·7· can kind of forgo this particular segment in the

·8· beginning.

·9· · · · · ·MS. RICHARDS:· Very good.

10· · · · · ·I would also like to add that if any members of

11· the public would like to speak, as I go through the

12· presentation, I will pause every section or so to give

13· everyone an opportunity -- board members, the committee,

14· members of the public -- if they would like to make a

15· comment or ask questions.

16· · · · · ·I also wanted to note that our senior

17· leadership team are all logged on to this Zoom.· They

18· know their budgets, their individual department budgets,

19· very well, and they are prepared to answer any and all

20· questions that the committee may have for them.

21· · · · · ·So I will kick things off and just do a very

22· quick overview of our budget process that we use.

23· · · · · ·So as a reminder to the Board and public, our

24· fiscal year runs January through December.· Budgets are

25· created annually for each department, and then we roll
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·1· them all up into an organization-wide budget, and we're

·2· going to share highlights of that with you today.

·3· · · · · ·There are 53 separate departmental budgets that

·4· make up the OC Fair & Events Center, and they are

·5· directly overseen by 13 members of our management team,

·6· and they are here today to answer those questions.

·7· · · · · ·Through monthly variance reports, through

·8· oversight by the Financial Monitoring and Audit

·9· Committee, and then monthly reforecasting throughout the

10· year, each department's budget will be closely

11· monitored.· We started this monthly reforcasting at

12· Board meetings at the beginning of the pandemic.· We

13· felt that it was a great way to keep the Board apprised

14· of how we were doing financially, and we have all gotten

15· used to that.· And so we will continue that throughout

16· 2022, so that not only the Financial Monitoring

17· Committee, but the Board and public will get a monthly

18· snapshot of how we're doing against budget.

19· · · · · ·The Board and staff and the public will receive

20· those regular updates.· Okay?

21· · · · · ·As we approach 2022, obviously we are in

22· uncharted territory, but we learned a lot from 2021, and

23· much about what happened in 2021 went into our thinking

24· in developing this budget.

25· · · · · ·So I wanted to go -- kind of do a very quick
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·1· review about 2021.· I know it's not always fun to look

·2· back at challenging times, but it's worth the time to do

·3· that because of what we learn along the way.

·4· · · · · ·So here's our look back.· When we approach the

·5· budget for 2021, it really was about rebuilding, and we

·6· looked at it from that perspective, because there was

·7· still much, much uncertainty in the market.

·8· · · · · ·We took lessons that we learned in 2020, and we

·9· decided to proceed with cautious optimism.· The pandemic

10· was still in full swing when we developed the 2021

11· budget, but we knew that things were -- were starting to

12· improve and were going to improve, and so we march

13· forward with cautious optimism.

14· · · · · ·We strongly believed that we could bring back

15· our year-round events and the fair in some format in

16· 2021, and that was pivotal to our plans for the year.

17· · · · · ·By March of this year, we were able to

18· reforecast a year-end gain in 2021 of $1.3 million.· Up

19· until that point, we had been reporting net losses.· By

20· May, those losses had stabilized, and we began to see a

21· pretty healthy turnaround.

22· · · · · ·Throughout the year, we continued to focus on

23· cutting costs, and the staff has done an amazing job of

24· that this year.· We provided space for emergency

25· purposes.· You will all remember the emergency food
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·1· drives that we did throughout the year, that we were a

·2· super site for vaccinations with the County.· We did

·3· months and months of COVID testing.

·4· · · · · ·We worked with our promoters on safe and

·5· healthy events.· The theme of the year was drive-up,

·6· drive-through, and drive-in events.· And, of course, all

·7· the time, planning for the return of the OC Fair.

·8· · · · · ·At this point, we are now projecting what was

·9· expected to be an $11.8 million net loss against budget.

10· We are now projecting to be $12.8 million favorable to

11· budget by the end of the year, and to have a

12· year-over-year increase in our cash reserves of

13· approximately $15 million.· So very proud of that --

14· that overview.

15· · · · · ·So breaking down the assumptions that we used

16· to build the last budget, we knew we had taken such a

17· loss in 2020, and we wanted to close that gap in 2021

18· with a 35 to 40 percent improvement over the prior year,

19· which would have cut our losses to about $10 to

20· $12 million, rather than the $19 million that we

21· experienced in 2020.

22· · · · · ·And as I mentioned, we turned that, in actual

23· performance in 2021, which we are now forecasting a

24· $12.8 million favorable position to budget.

25· · · · · ·We assumed, in building the budget for 2021,
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·1· that there would be up to $2 million in net proceeds

·2· from the fair this past summer.· And as you all know, we

·3· posted record net proceeds of $22.8 million from the

·4· fair.

·5· · · · · ·We budgeted $825,000 in our capital budget.· We

·6· completed all but one project in 2021, that Lot G

·7· project, which will be carried forward in our Cap X plan

·8· for 2022.

·9· · · · · ·We forecast minimal event activity in Q1 and

10· Q2; we did not believe that we would be in a position to

11· be able to bring back events again in Q1 and Q2.· And,

12· in fact, we did see some event activity.· It was

13· reduced, but it was much more than what we had planned

14· for.

15· · · · · ·And we have already booked strong activity for

16· Q4, even though we forecast that it would be in a

17· reduced capacity.

18· · · · · ·We, at this point, expect to exceed our 2019

19· activity.· In fact, we had a record month in October.

20· · · · · ·In -- part of the 2021 budget is that we would

21· remain the same headcount as 2020, and the Board made a

22· firm commitment to that, and, as such, our civil service

23· headcount remained the same, and we did not have to

24· experience any staff layoffs of our civil service, our

25· core civil service staff.
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·1· · · · · ·We knew that we would need to reduce utilities

·2· and other operational expenses from our 2020 budget,

·3· keeping in mind that when we went into 2020, we -- the

·4· pandemic was not even a factor at that point.

·5· · · · · ·And, in fact, our 2021 operating expenses were

·6· budgeted at $30.5 million and, to date, we are $660,000

·7· favorable to budget.· So a great effort by the team to

·8· hold expenses.

·9· · · · · ·As you know, we assumed and built the budget

10· around a 30,000 person-per-day capacity for the fair,

11· and, in fact, we were able to turn that into 75 percent

12· daily attendance at 45,000 per day.

13· · · · · ·We built the budget to -- with a reduction in

14· fair programming.· I'm sorry.· In -- yeah.· In

15· programming and overall expenses for the fair.· We

16· budgeted $13 million in expenses, and despite the fact

17· that we had a larger fair than originally budgeted, we

18· held expenses at $14.3 million.

19· · · · · ·We assumed that we would be able to fill the

20· Pacific Amphitheater by 50 percent, but by the time the

21· fair rolled around, we were able to sell at a hundred

22· percent capacity in the Pacific Amphitheater.

23· · · · · ·We did adjust our programming for the fair to

24· meet our budget goals.· And as you all saw, we had to

25· eliminate our Action Sports Arena events.· And we moved
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·1· the pig races up to Heritage Stage, which the public

·2· loved, absolutely loved.

·3· · · · · ·And then, lastly, we assumed that we would need

·4· to purchase additional supplies for increased health and

·5· safety initiatives and to add some positions to manage

·6· that.· And, in fact, we did spend funds on PPE,

·7· additional cleaning supplies, signage, information

·8· videos, and then, of course, our gate screening

·9· technology.· But, in the process, we achieved our GBAC

10· STAR accreditation.

11· · · · · ·So let's move on now to what was considered in

12· building the budget for 2022.· Each year, before we

13· begin building our budget for the following year, we

14· turn to several sources for economic forecast data.· We

15· always want to know what the economists are -- are

16· seeing ahead of the picture.

17· · · · · ·Two of the best sources are Anil Puri and Mira

18· Farka with the Woods Center for Economic Analysis and

19· Forecasting at Cal State Fullerton.· And the Orange

20· County Business Council hosts Professor Puri and Farka

21· each year for a really fabulous economic summit.

22· · · · · ·And every year, people ask, where are we

23· headed?· This year, Professor Puri and Professor Farka

24· had an interesting perspective.· They talked about

25· inflation, but also recovery.· They talked about job
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·1· growth, but uncertainty.· They discussed optimism in the

·2· market but an overall lack of consumer confidence.· They

·3· nicknamed this the "Forrest Gump" economy:· "Life is

·4· like a box of chocolates.· You never know what you're

·5· gonna get."

·6· · · · · ·So the economists indicated that continued

·7· growth, even at a less exuberant pace than previously

·8· envisioned is certainly good news, but this time, unlike

·9· the growth spurts of the last decade, it comes with a

10· highly worrisome and menacing side effect, an unsettling

11· surge in inflation.· So we are taking that into

12· consideration as we build this budget; meaning that

13· consumer pricing is going to outpace wages, which means

14· that people will have a little less to spend this year

15· than they did last year.

16· · · · · ·The consensus at the federal level is that

17· inflation will be high for the remainder of 2021, at

18· about 4.2 percent, but only 2.2 percent in 2022 and

19· beyond.· So we will start to see that recovery occur

20· before -- before this year's fair.

21· · · · · ·So we're once again facing some headwinds, as

22· we come in to 2022.· But we like Henry Ford's

23· perspective on headwinds, when he said, "When everything

24· seems to be going against you, remember that the

25· airplane takes off against the wind, not with it."
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·1· · · · · ·So we agree with the economic experts who say

·2· that our view is that this continues to remain a strong,

·3· durable, and resilient recovery.· The economy should be

·4· able to withstand the "stallflation" winds and continue

·5· to grow over the course of 2022, although a bit more

·6· hesitantly over the winter months and more confidently

·7· next spring.· And, certainly, that puts us in a good

·8· position for forecasting the fair.

·9· · · · · ·However, slow growth will continue, and the

10· fundamentals of the economy are strong, and that's very,

11· very important.· Optimism is high for recovery.

12· · · · · ·So all of this means that we once again

13· approached our new budget with cautious optimism.· So

14· we're sticking with the fundamentals that formed the

15· foundation of the 2021 budget and we're taking a little

16· more of a conservative approach to customer spending

17· given the rate of inflation that's expected.

18· · · · · ·I think we all were blown away by the amount of

19· expendable dollars that came to the OC Fair in 2021.

20· Our guests had lots of pandemic money, stimulus money,

21· to spend, and we were grateful for their spending at the

22· fair, but it would be foolish of us to think that that

23· same rate of spending would be duplicated in 2022.· So

24· we have taken that into consideration.

25· · · · · ·So very quickly, here are our assumptions
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·1· around which we built the 2022 budget:

·2· · · · · ·We will use the 2021 fair model for '22.· We

·3· learned, bigger is not always better.

·4· · · · · ·Once again, we will cap ticket sales at 45,000

·5· guests per day, and that will be with advanced online

·6· ticket sales again.

·7· · · · · ·We will need to increase utility expenses to

·8· adjust for the increased use of our property.· It's

·9· being very, very well used right now.· We are not

10· proposing any increase in fair admission pricing this

11· year or in parking fees.

12· · · · · ·We heard loud and clear the Board's strategic

13· direction to make the OC Fair the place where families

14· come to make memories and to not break the bank.· We

15· don't feel that an increase in fair admission is

16· warranted in 2022, and we're not recommending it.· In

17· fact, we hope to capitalize on that in our marketing

18· messages, that the fair will be the same price it was

19· back in 2018, and that will be a really good message for

20· our guests.

21· · · · · ·We are, however, budgeting for an increase in

22· credit card fees to reflect those advance online ticket

23· sales.· Those were not built into our 2021 budget, and

24· we know that they were quite high, as people purchased

25· online.
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·1· · · · · ·We are going to eliminate the earlier fair

·2· opening hour.· When we planned the fair this year, we

·3· believed that we would need an extra hour in the

·4· morning, 10:00 a.m. opening, to sort of spread the

·5· crowd.· That was not the case.· In fact, there were very

·6· few guests who came during that first hour, but our

·7· labor costs were high.· So we're recommending

·8· eliminating that earlier fair opening.

·9· · · · · ·We will continue to use our evolved gate

10· screening equipment.· That was brilliant and worked

11· very, very well at the gates to get the crowd through

12· quickly, so we're budgeting to bring that back.

13· · · · · ·We plan to reintroduce programming in the

14· Action Sports Arena this year.· Our plan for our

15· year-round events is to budget for Q1 and Q2 to be about

16· 75 percent of what it was in 2019.

17· · · · · ·And then after the fair, in Q3 and Q4, for it

18· to be back up to normal levels, at a hundred percent of

19· 2019.

20· · · · · ·We are planning for a two-day in-person

21· Imaginology event.· Imaginology, historically, has been

22· three days:· Friday, Saturday, and Sunday, with Friday

23· being the school field trip day.

24· · · · · ·But from a survey that we did of over a

25· thousand teachers, we learned that while the teachers
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·1· would love to bring their students to Imaginology for a

·2· field trip, the school districts are not ready to

·3· approve field trips yet.

·4· · · · · ·So we're going to still hold Imaginology in

·5· person, but have it be a two-day event for students and

·6· their families.

·7· · · · · ·And then we're going to maintain our

·8· conservative capital projects budget, at least until the

·9· Board has decided on the strategic plan relative to the

10· property and taking a look again at the master site

11· plan, so we can make adjustments at that point.

12· · · · · ·So that's the information coming out of 2021

13· and building our budget for 2022.· So before I get into

14· some details about the budget, I will pause there to see

15· if anybody has any questions.

16· · · · · ·(No response.)

17· · · · · ·MS. RICHARDS:· Okay.· Hearing none, I will go

18· ahead and continue.

19· · · · · ·Let's look at labor first.· Boy, our labor

20· budget.· We're seeing a $4.1 million increase in our

21· overall labor budget compared to the 2021 budget, and

22· there are several factors for that:

23· · · · · ·First of all, the minimum wage is increasing

24· another dollar, to $15 per hour.· And you know,

25· especially in the summer, we -- we employ lots of -- of
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·1· part-time minimum-wage employees.· In fact, we have

·2· built into the budget a little bit of a contingency in

·3· case there are some hard-to-fill positions that we might

·4· need to add a bit to those hourly wages.

·5· · · · · ·We're seeing increases in benefits costs,

·6· including PERS contributions for our civil service

·7· employees.· We are going to ask for the addition of two

·8· new civil service employees.· We have not added to our

·9· core staff since 2018, and it's time.

10· · · · · ·And there are two key areas that we're asking

11· for additional head count:

12· · · · · ·One is to add an irrigation and landscape

13· specialist.· With the drought upon us, it has become

14· critically important that we manage our water resources

15· and that our landscaping helps with that.· And so we

16· would like to add a specialist to our staff.

17· · · · · ·In addition, as we're moving away from more

18· traditional print materials and print communications,

19· including advertising, there's a heavy emphasis on

20· digital communication:· Social media, digital -- or,

21· sorry.· Web-based communication.· And so we would like

22· to add a digital communications coordinator.· The wages

23· and benefits for those two positions are built into the

24· budget.

25· · · · · ·And then the other thing affecting our labor
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·1· outlook is that we didn't have very many events last

·2· year due to the pandemic, and, therefore, we had to not

·3· schedule many of our part-time, year-round event support

·4· staff.· We need them in full force now as our events are

·5· coming back.

·6· · · · · ·So that's a look at labor.

·7· · · · · ·COMMITTEE CHAIRPERSON PHAM:· Hey, Michele, real

·8· quick.

·9· · · · · ·MS. RICHARDS:· Yes.

10· · · · · ·COMMITTEE CHAIRPERSON PHAM:· Just a quick

11· comment on labor.· You know, I think this is -- this is

12· one of the areas where it's kind of hard to pin down

13· what the expenses and costs are going to be,

14· considering, you know, how difficult it is to find, you

15· know, part-time labor at minimum wage right now, at this

16· point in time.· I don't know what it's going to look

17· like a year from now.· But right now, I think the

18· minimum accepted wage from a lot of people is much

19· higher than $15.

20· · · · · ·MS. RICHARDS:· Yes.

21· · · · · ·COMMITTEE CHAIRPERSON PHAM:· Seeing a lot of

22· companies we deal with, having significant problems in

23· their -- you know, in the warehouses or whatnot, you

24· know, finding labor even at the $18-an-hour kind of

25· mark.
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·1· · · · · ·MS. RICHARDS:· Yes.

·2· · · · · ·COMMITTEE CHAIRPERSON PHAM:· And then to kind

·3· of discuss further on inflation, I think, you know,

·4· that's the core methodology of measuring inflation, but

·5· I think that even that is somewhat understating the true

·6· dollar inflation to the consumer, to the people.· You

·7· know, you are seeing rising wages and input costs for

·8· commodities increase quite a bit.

·9· · · · · ·And then what you are also seeing is, you know,

10· rent -- you know, rent, the way it's measured in the

11· CPI, it's pretty old and archaic.· You know, if you look

12· at Zillow, rent's increased in double digits, and that's

13· probably a pretty good indication of what true inflation

14· is.

15· · · · · ·MS. RICHARDS:· Yeah.· Yeah.

16· · · · · ·I think all of that is important to understand,

17· and we can try to prepare as much as possible.· But,

18· again, this is part of the uncertainty coming in to 2022

19· is, you know, job growth will be healthy, but we -- we

20· really don't know to what level.· We don't know how many

21· people are going to return to the job market and maybe

22· this -- you know, this scenario we're seeing with, you

23· know, you see it all over, especially with fast food

24· restaurants; those lower wage earners are getting, you

25· know, $17, $18, $20 an hour to come and work.
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·1· · · · · ·We're very lucky at the OC Fair that we have a

·2· lot of loyal, returning employees year after year, that

·3· want to come and work at the fair.

·4· · · · · ·We did see some -- a little bit of resistance

·5· in wages in some of our areas this year, and we did bump

·6· wages as -- as a response to that, and we may have to do

·7· that again.· So we -- we built in a contingency in our

·8· human resources budget.· So if we do need to put some

·9· additional dollars to those select positions, we have

10· got the funding to do that.

11· · · · · ·So very good point.

12· · · · · ·Okay.· Regarding our year-round event rentals,

13· our buildings and grounds for our year-round events

14· program, and then the merchant spaces that are rented

15· during the fair, each year, as we have done for many,

16· many years, we take a small, very small, incremental

17· increase to keep up with competitive market rates.· We

18· do this so that we don't go three or four years and then

19· take a -- you know, a massive increase.

20· · · · · ·So according our schedule, we're increasing the

21· rental rates on our buildings and grounds another $50 to

22· $75 per day, depending on the size and location.

23· · · · · ·So to give you an idea, if we applied those

24· same rates to our 2019 mix of events that we had that

25· year, it would have resulted in another $37,500 in
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·1· revenue.· That's about a 2.2 percent increase.· It's not

·2· really about generating additional revenue.· It's --

·3· it's really about making sure that our rental rates are

·4· competitive with other, similar properties in the

·5· market.

·6· · · · · ·Likewise, on the fair side, those merchants

·7· that rent space for their retail booths during the fair,

·8· the plan is to increase those spaces $50 to $75 per

·9· space for the entire 23-day run of the fair, depending

10· what their size and location is.

11· · · · · ·Again, if we applied that to full capacity, the

12· dollars are not very much:· About $28,000 in additional

13· revenue.· That's about 2 percent.· But it's more about

14· keeping up with the competitive market and not having to

15· take huge, incremental increases, you know, after three

16· or four years.

17· · · · · ·And I think I will stop there and see if there

18· are any questions or comments.

19· · · · · ·(No response.)

20· · · · · ·MS. RICHARDS:· All right.· Hearing none, let's

21· continue.

22· · · · · ·Let's look at the big changes in the budget,

23· from 2021 to 2022.· Keep in mind that we expected to

24· have a much smaller fair, much more reduced activity in

25· our -- our year-round events, and our ability to
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·1· generate revenue in 2021 was obviously very curbed.

·2· · · · · ·We are budgeting a revenue of $53.8 million in

·3· 2022, and that's compared to $23.5 million from 2021.

·4· So what is adding to all of that extra revenue?· Well,

·5· obviously increased event activity.· We're seeing a lot

·6· of it and a lot of demand for the property right now.

·7· · · · · ·Our interest revenue will increase.· We have

·8· more money in the bank.· And so we're -- we expect to

·9· earn more interest revenue.

10· · · · · ·Our fair admissions revenue will increase.· The

11· 2021 budget was based on 30,000 people per day at the

12· fair.· We're going to repeat 45,000 per day.

13· · · · · ·We, once again, expect to be able to sell

14· tickets at full capacity in the Pacific Amphitheater and

15· The Hangar Building.· We will see a return of

16· programming in the Action Sports Arena, so there will be

17· revenue from tickets sold for those events as well.

18· · · · · ·We are expanding our Pacific Amphitheater

19· Summer Concert Series even more.· In the budget, we have

20· built in to have 23 nights of headline concerts, every

21· day of the fair; and then an additional 17 concerts that

22· will be held both before or after the fair dates.· So 17

23· additional total concerts.· So there will be additional

24· revenue from that.

25· · · · · ·We had to eliminate some of our competitive
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·1· entries last year because we had -- we just weren't

·2· certain going into the year.· We will be able to

·3· reinstate some of those entries.· So there will be

·4· additional entry revenues from the public for those

·5· categories.

·6· · · · · ·We -- we will see an increase in concessions

·7· revenue compared to the 2021 budget.· We saw a lot of

·8· spending on food and beverages at the fair this year.

·9· We don't expect to see that same level of spending, but

10· we budgeted much lower in 2021 because we thought we

11· were going to have a much smaller fair.· So we're

12· increasing from the 2021 budget level, but less than the

13· actual for 2021 in spending.

14· · · · · ·And the same thing for the carnival:· We expect

15· more than what was budgeted, but less than what was

16· actually spent by -- by our customers.

17· · · · · ·And then we will see a little bit of increase

18· in our parking revenue compared to the 2021 budget, and

19· we -- we learned recently, through some operations

20· reviews, that we don't charge for motorcycle parking at

21· our events or during the fair.· So if a motorcycle comes

22· into our parking lot, they have been given a full space

23· at no charge, and we don't think that's fair.· If a

24· motorcycle is going to take up a full space that a

25· minivan or an SUV or a sedan would take, we think that
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·1· they should pay the same parking fee that everybody else

·2· does.· So we're proposing to include $10 parking for

·3· motorcycles as well.

·4· · · · · ·So those are the big revenue category changes

·5· for the 2022 budget.

·6· · · · · ·Any questions on that?

·7· · · · · ·(No response.)

·8· · · · · ·MS. RICHARDS:· All right.· Moving right along,

·9· let's look at the expense categories.

10· · · · · ·So in 2021, we had overall expenses of

11· $35.3 million.· Our 2022 budget includes $47.8 million

12· in overall expenses.· So let's look at what's

13· contributing to those additional expenses.

14· · · · · ·First, we plan on filling the vacant chief

15· administrative officer position.· This was the former

16· CFO position that has gone vacant for two years.· We're

17· in a position now to be able to fill that, but I would

18· like to expand that position to include some additional

19· administrative oversight as well.· And we're working on

20· that job posting right now.

21· · · · · ·We are going to do a modified in-person

22· Imaginology.· In the 2021 budget, we did a virtual

23· Imaginology.

24· · · · · ·We are also budgeting for the return of Market

25· Week and the Junior Livestock Auction during the fair.
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·1· Again, those were held virtually last year, so there

·2· will be some expenses for bringing those back in person.

·3· · · · · ·Obviously, we are budgeting for an increase in

·4· credit card fees.· We now know what those credit card

·5· fees are associated with online ticket sales, so we're

·6· including that in the budget.

·7· · · · · ·An increase in employee wages and benefit

·8· costs.· We have now reopened Heroes Hall and Centennial

·9· Farm to the public.· So those result in additional

10· expenses.

11· · · · · ·We're going to see an increase in utility

12· expenses due to more usage of the property.

13· · · · · ·We have built in the $50,000 that the Board has

14· approved for our proposed public art project.

15· · · · · ·We will see the return of some business travel.

16· We had no business travel in 2021.· So I will review

17· that in a few minutes.

18· · · · · ·And we have also included a $30,000 allocation

19· for employee training.· It's been a long time since we

20· have invested in the growth and development of our

21· employees.· We have kind of been in a survival mode for

22· the last 18 months, so we want to introduce some

23· employee training opportunities in 2022 for our

24· employees.

25· · · · · ·Now, what is helping on the expense side?



27

·1· · · · · ·Well, many of the expense cuts that we made in

·2· 2021 will be carried over to 2022.· We learned how to do

·3· more with less.· We have become more efficient in many

·4· areas, and we plan to continue that trend in the new

·5· year.

·6· · · · · ·We're certainly going to see a reduction in

·7· unemployment fees as we're hiring everybody back.· They

·8· were very high in 2021.

·9· · · · · ·As we transition to more digital marketing

10· assets rather than print, we'll see a reduction in those

11· expenses as well.· And then of course eliminating the

12· early fair opening hour will reduce costs along with the

13· related labor that goes -- goes with that.

14· · · · · ·So any questions at all on the expense side?

15· · · · · ·SECRETARY ANGUS:· CEO Richards, I just wanted

16· to note for the record that Director Aitken has joined

17· us.

18· · · · · ·MS. RICHARDS:· Oh.· Very good.· Very good.

19· · · · · ·BOARD CHAIRPERSON LA BELLE:· Michele, this is

20· Doug.

21· · · · · ·In terms of the increased credit card fees, is

22· there a dollar amount that you have estimated that's

23· going to be?

24· · · · · ·MS. RICHARDS:· Yes.· And that is based on

25· actual credit card fees from this year.· It's about
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·1· $800,000.

·2· · · · · ·BOARD CHAIRPERSON LA BELLE:· Thank you.

·3· · · · · ·MS. RICHARDS:· Okay.· Moving along.

·4· · · · · ·Let me talk about parking again real quick.

·5· Again, we are not asking for an increase in our parking

·6· fee.· It will remain at $10 for the fair and for

·7· year-round events.· But we are recommending that we

·8· begin charging for motorcycles to park in full --

·9· full-sized spots.

10· · · · · ·We expect for our offsite parking lot expenses

11· to be the same as 2021.· We were -- really, with the

12· reduced ticket sales for the fair, we were able to

13· manage our parking lots very well this year.

14· · · · · ·In terms of fair admission, again, no increase

15· in fair admission.· The budget is carrying an average

16· ticket price of $10.87, and that's a blended rate of the

17· current adult, senior, and youth admission.· It's based

18· on 45,000 guests per day.· And we took the actual mix

19· from this summer's fair of adult versus senior versus

20· youth tickets, weekend, weekday; we used the same exact

21· mix to build in our budget for fair admission.

22· · · · · ·And, of course, the OC Fair is paying those --

23· those Ticketmaster fees for the guests, so they don't --

24· they won't see the extra fees.

25· · · · · ·In terms of our travel, as I mentioned before,
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·1· we did -- most of the conventions and conferences that

·2· we typically go to, or that we send our employees to,

·3· they were all held virtually this past year.· That's not

·4· the case for 2022.· We're seeing those conferences and

·5· conventions meeting in person.

·6· · · · · ·If you look on the right-hand side of this

·7· slide, this is a list of all of the states that are

·8· currently on the list that are banned from California

·9· State employees traveling to, to conduct business.

10· There are 18 altogether.· We have checked our list of

11· the conferences and conventions that our staff plans to

12· attend this year, and all are in compliance with

13· California state law.

14· · · · · ·The Board, in the October Board meeting,

15· previously approved staff traveling to the Western Fairs

16· Association Convention in January, in Reno.

17· · · · · ·Our year-round event staff utilized Ungerboeck

18· software, USI.· Their annual conference is in St. Louis

19· this year.· We will be sending a member of our staff to

20· that conference.

21· · · · · ·The California Fairs Alliance Fall Managers

22· Conference will be held in November next year in

23· Sacramento.

24· · · · · ·Our creative services team, our in-house team,

25· will be attending the Adobe Summit Conference and the
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·1· HOW Design Conference.· That's in Las Vegas and Boston.

·2· · · · · ·We are sending members of our marketing team to

·3· the IEG Sponsorship Conference in Chicago.

·4· · · · · ·We will be attending the American Alliance of

·5· Museums Conference in Boston.

·6· · · · · ·And then, thankfully, the International

·7· Association of Fairs and Expositions, the management

·8· conference will be in Phoenix next year, and the

·9· international convention will be held in Indianapolis.

10· And those are both locations that are not on the travel

11· ban list.

12· · · · · ·And then, of course, our compliance

13· departments, like contracting, purchasing, human

14· resources, there is mandatory state compliance training

15· held throughout the year in Sacramento.· We have not yet

16· heard if that will be held virtually, but we have built

17· into the budget some travel just in case.

18· · · · · ·So I think I will take another pause there to

19· see if anyone has any questions.

20· · · · · ·BOARD CHAIRPERSON LA BELLE:· Michele, this is

21· Doug again.

22· · · · · ·In terms of training, I know that the board

23· members have certain mandatory training that we must

24· complete.· We have.· I think we talked in the past.  I

25· would like to consider or hopefully consider doing
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·1· some -- some training at our facility here, in Costa

·2· Mesa, that could be bringing members from other fair

·3· boards and other fairs to our facility.· So to the

·4· extent we can look at training opportunities for

·5· multiple jurisdictions, I think that would be -- would

·6· be beneficial.

·7· · · · · ·MS. RICHARDS:· Very --

·8· · · · · ·BOARD CHAIRPERSON LA BELLE:· I fully support

·9· that.

10· · · · · ·MS. RICHARDS:· Very nice.· Thank you, Doug.  I

11· made a point of that.

12· · · · · ·Okay.· Well, any other questions so far?

13· · · · · ·(No response.)

14· · · · · ·MS. RICHARDS:· Okay.· Hearing none, I'm going

15· to turn things over to Ken Karns to walk you all through

16· our capital budget for 2022.

17· · · · · ·MR. KARNS:· Okay.· Thanks, Michele.· As Michele

18· stated earlier, again, for 2022, we're taking a

19· conservative approach, not quite as thumbs-down as 2021,

20· but, again, a conservative approach in reviewing with

21· our Facilities Committee.

22· · · · · ·We can tackle this any way you would like.· I'm

23· happy to go through every single item.

24· · · · · ·Jerry, I believe, is on the line, and either

25· one of us, happy to take any questions.· Or happy to do
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·1· an overview of some of the -- some of the larger

·2· projects that we think will be of interest.

·3· · · · · ·So with that, what I can say is that we have

·4· five projects in capital expenditures, 17 in major

·5· expenditures, and nine in equipment.· And you will see

·6· those slides as we go through.

·7· · · · · ·Same approach as in the past several years

·8· where we look and ask for approval from the full Board

·9· for the fiscal year that we're looking at.· So 2022.

10· But we do show a look ahead at some projects that are

11· coming -- coming at us, '23/'24, just to have a snapshot

12· for a look ahead.· But, again, when we approve the

13· budget, it's only for the year 2022.

14· · · · · ·So in our Cap X, what I will highlight is that

15· we are going to carry forward, as shown earlier,

16· $225,000 of the Lot G utility/electrical, and amalgamate

17· it into the 2022 year with Lot G water and sewer

18· utilities.· So Jerry, working with CCA, will put an

19· entire project together.· And if timing works more in

20· our favor in 2022, we look to get that -- that all done.

21· · · · · ·I will stop there.· That's the big one that we

22· wanted to lift up under our capital expenditures, but if

23· there's any others that you would like us to speak to

24· under capital expenditures -- there's only five -- I'm

25· happy to take any questions on the other four under
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·1· that.· That's a $700,000 total for 2022.

·2· · · · · ·BOARD CHAIRPERSON LA BELLE:· Ken, this is --

·3· this is Doug.

·4· · · · · ·Several months ago, the Heroes Hall Veterans

·5· Foundation received an excellent presentation from staff

·6· regarding the expansion of the Walk of Honor that's

·7· currently adjacent to the museum.

·8· · · · · ·Where does that particular project sit in terms

·9· of funding?· What year are you projecting that for

10· completion?

11· · · · · ·MR. KARNS:· So, Doug, so currently, we're

12· budgeting $300,000.· We did not carry it in FY '22.· It

13· could be '23 or '24.

14· · · · · ·We have discussed with the staff and the team

15· if it was the Board's will to bring it forward, and

16· there was an appetite to take it on.· They are eager and

17· happy and believe we could fit it in from a physical

18· standpoint, from a workload standpoint, in 2022.

19· · · · · ·And on the overall budget, the $2,065,000,

20· adding another $300,000, we think we can accommodate it.

21· So, again, if it is the will of the Board to bring that

22· forward and tackle it in 2022, we would be more than

23· happy to, Doug.

24· · · · · ·BOARD CHAIRPERSON LA BELLE:· Ken, I would -- as

25· one Board member, I would like to see it in 2022, for
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·1· several reasons.· The foundation is to make a

·2· significant contribution towards the completion of the

·3· walkway; the final number yet to be determined.

·4· · · · · ·But I have spoken with the president of the

·5· foundation, Nick Berardino, and he has indicated that he

·6· will bring that forward to the foundation for their

·7· consideration.

·8· · · · · ·And, I guess, equally as important, we have

·9· approximately 20 individuals who meet the criteria for

10· being included in the Walk of Honor on the property.· In

11· other words, either a Distinguished Flying Cross or some

12· other significant medal that they have received during

13· their tours of combat.· So the sooner that we can

14· obviously recognize those individuals, I think, as one

15· board member, that would be certainly something that I

16· would like to pursue.· Obviously, the Board will, you

17· know, have its workshop and its hearing on the budget.

18· · · · · ·But by the time -- certainly, by December, we

19· should have a pretty precise number that the foundation

20· is willing to -- to contribute.

21· · · · · ·And, again, the foundation was very impressed

22· with staff's presentation on the concept.· I know,

23· obviously, it needs to go to working drawings, etc.,

24· etc., but I think it would provide a fantastic addition

25· to the whole Heroes Hall, the Veterans Museum, and the
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·1· whole concept that we're trying to -- to continue to

·2· make happen.

·3· · · · · ·MR. KARNS:· So thank you for that, Doug.

·4· · · · · ·And I know there's several board members on.

·5· So I'm happy -- happy at the Board meeting next week,

·6· that we have that exact same discussion so it can be

·7· brought forward.

·8· · · · · ·Because it's a capital expenditure, and not a

·9· major expenditure, it doesn't affect our operating

10· budget.· It's in -- it's in the capital.· So that's

11· great.· And that's a project that the team would work

12· with.

13· · · · · ·You are correct, full working drawings, CCA,

14· out to bid.· So, again, if that's the well work, we are

15· more than happy to bring that forward.

16· · · · · ·DIRECTOR RUBALCAVA-GARCIA:· I'm sorry.· This is

17· Director Rubalcava-Garcia.

18· · · · · ·Is that expenditure the $250,000 line item for

19· 2023?

20· · · · · ·MR. KARNS:· It's $300,000 right now showing in

21· 2024.· It's at the very bottom.

22· · · · · ·Michele, if you could bring your cursor down.

23· Plaza Pacifica South Lawns -- serenity garden pathway at

24· Skyhawk.· A little wordy, but just wanted to describe

25· where it was.
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·1· · · · · ·So basically from the bottom of the berm of the

·2· Skyhawk side of the berm of the Pacific Amphitheater,

·3· and it goes from Heroes Hall all the way over -- excuse

·4· me, all the way over and along to the restroom that is

·5· to the north.· And then really finishes off and

·6· complements the work we did with the Skyhawk and then

·7· the turf project.· And there's a really nice landscaped

·8· pathway.

·9· · · · · ·DIRECTOR RUBALCAVA-GARCIA:· Okay.

10· · · · · ·And Chair La Belle, are you asking that it be

11· put in 2022 or 2023?

12· · · · · ·BOARD CHAIRPERSON LA BELLE:· Natalie, I would

13· like to see it moved as far forward as we can.· I would

14· like to see it moved to 2022 for the reasons that --

15· · · · · ·DIRECTOR RUBALCAVA-GARCIA:· That you mentioned?

16· · · · · ·BOARD CHAIRPERSON LA BELLE:· -- I just stated.

17· · · · · ·DIRECTOR RUBALCAVA-GARCIA:· Yeah.· And I think

18· it's a great expenditure.

19· · · · · ·My concern is that it's a big -- a large amount

20· of money.· And I know the foundation came forward and

21· asked the Board to reduce their giving for next year.

22· · · · · ·So I mean, if we reassess, you know, perhaps we

23· could break it up into a couple of years, which would,

24· you know, be something that I think if we can explore

25· that opportunity, that would be great.· I think next
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·1· year, they reduced their -- or, this year, to 25, and

·2· then we're going to assess it moving forward.

·3· · · · · ·But that would just be my recommendation is

·4· look and see if we can break it up over time.· Or is

·5· this $300,000 that we have to spend all at once?

·6· · · · · ·BOARD CHAIRPERSON LA BELLE:· Well, you are

·7· correct, Natalie, that the foundation's commitment has

·8· been reduced for the one year to 25.· The foundation

·9· does have a significant existing balance due to earlier

10· fundraising efforts.· And I think the foundation

11· president is looking to ask for the foundation to tap

12· into that existing balance to significantly contribute

13· to doing the project sooner rather than later.

14· · · · · ·DIRECTOR RUBALCAVA-GARCIA:· So it wouldn't

15· necessarily be a capital expense for the fair if it's

16· going to be paid for by the foundation?· I'm just

17· wondering if it's in the right place.

18· · · · · ·BOARD CHAIRPERSON LA BELLE:· I don't think

19· "significant" means that the foundation would contribute

20· the entire amount for the project.· But they would

21· contribute a significant amount that would help reduce

22· the $300,000 to some yet-determined number that would

23· enable the expansion of the Walkway of Honor to enable

24· individuals that meet the criteria for being recognized

25· on the Walk, to be done sooner rather than later.
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·1· · · · · ·DIRECTOR RUBALCAVA-GARCIA:· Perfect.

·2· · · · · ·And you, Doug -- I mean, this is just one

·3· request from one board member.· If we can get an

·4· assessment of what that figure might be, it might give

·5· the Board more -- more information to, you know,

·6· determine whether or not it can be prioritized sooner

·7· than 2024.

·8· · · · · ·COMMITTEE MEMBER BAGNERIS:· Yeah.· I was going

·9· to say, Chair La Belle -- this is Director Bagneris.  I

10· wouldn't bring it to us until we actually know that

11· number, and then we can make the right decision at that

12· time.

13· · · · · ·BOARD CHAIRPERSON LA BELLE:· I agree with both

14· of those thoughts, Barbara and Natalie.· And I will

15· convey that to the foundation and urge them to make a

16· decision sooner rather than later, so that can be

17· plugged into the formula for whether we want, as a

18· Board, to move it up one year or two years.

19· · · · · ·So I will certainly convey that thought, and

20· hopefully, if not by the Board meeting on the 18th, but

21· certainly by the December Board meeting, I would expect

22· that there would be a decision made by the foundation.

23· And I would urge them to do that.

24· · · · · ·MS. RICHARDS:· Okay.· What I think I'm hearing

25· is that we will -- we will leave it as is, pending
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·1· further information from the foundation, and then the

·2· Board can continue that discussion.· Since this is just

·3· a committee meeting, we will continue this discussion

·4· during the November Board meeting.

·5· · · · · ·Okay.· Ken, did you want to focus on anything

·6· in particular for major expenditures or equipment?

·7· · · · · ·MR. KARNS:· Sure.

·8· · · · · ·So, again, like in years past, we -- as we

·9· gather all -- all the input from all the areas, and we

10· keep this forever list going, we look at things that

11· are in -- provide cost savings or bring enhancement or

12· revenue generating or safety and risk management.· So

13· that -- we haven't swayed from some of those categories.

14· · · · · ·What I will highlight, on this list of 17

15· projects, under "Major Expenditures," are things that

16· are tied to the -- to our environmental commitment and

17· things that are tied to security and safety.

18· · · · · ·But, first off, obviously we have a new brand.

19· We have some perimeter signs.· This is not all

20· encompassing, but a few of our major signs at our

21· outward corners, our main gate at Gate 1, the main sign

22· on our administration building.· We may not be able to

23· get them all changed with this allowance, but we have

24· put some monies to start tackling our major signs and

25· doing some changes in 2022.· And we will likely see some
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·1· additionals in future years.· But we will do as much as

·2· we can with that $50,000.

·3· · · · · ·Under the environmental, down a few, you will

·4· see a Storm Water Full Capture System Phase 1.· This is

·5· the introduction of a capture system that will aid us in

·6· preventing items from getting into the storm water

·7· system.

·8· · · · · ·Below that, we have our vestibule doors and

·9· building entrances.· That's tied to security and safety.

10· Some years ago, the fire marshal had -- the facilities

11· have to remove what were internal security shutters that

12· were used for years, because it blocked exiting at the

13· end of the night.

14· · · · · ·What we really do is we keep outer doors open

15· and have a vestibule so there's access to restrooms from

16· the outside.· With the removal of the shutters, that

17· created some security issues for our buildings and

18· increased labor.

19· · · · · ·We think we can start tackling putting in some

20· interior vestibule systems that still allows panic out

21· when the buildings are closed, if there happens to be

22· people working in there.· So that one is tied to our

23· security -- safety and security.

24· · · · · ·Also on that, our all-grounds wifi, our

25· all-grounds PA, and our surveillance system upgrades,
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·1· we're continuing, with all three of those, all necessary

·2· to our continued improvements of some of our older

·3· systems, to be able to effectively have wifi, have a PA

·4· system where we can communicate effectively, and our

·5· surveillance system.· So we're continuing on that.

·6· · · · · ·Again, I will stop there.

·7· · · · · ·Happy to delve into any others of the 17.

·8· That's $409,000 of major expenditures, and that -- that

·9· number is carried in our operating line.· There's 17

10· projects proposed for '22.

11· · · · · ·Happy to answer any questions.

12· · · · · ·And if none, we will move on to the third

13· category, which is "Equipment."

14· · · · · ·This year, nine pieces of equipment.· The first

15· one I will lift up is our Hangar projector.· We have

16· some really old data projectors.· I would say we're

17· holding them together with bubble gum and twine and duct

18· tape, and that will have a real negative effect on our

19· Hangar programming if we don't replace the projector.

20· So we have allocated some money there.

21· · · · · ·Tied to environment, the first item, the -- our

22· tractor is a John Deere tractor.· The Air Quality

23· Management District, per the rules and regulations, we

24· need to replace and upgrade that old tractor, so we are

25· going to do that.
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·1· · · · · ·And now you will see a big number.· Aerobic

·2· digester.· And that is not for me to get better

·3· exercise.· That is for us to reach a goal of diverting

·4· up to 75 percent of our waste from landfill and be able

·5· to handle our organics in a meaningful way.· So the team

·6· is researching the development and installation of an

·7· aerobic digester on our property to deal with all our

·8· food waste, all our organic waste, turn that into

·9· compost or pellets or something reusable.

10· · · · · ·The current California legislation, believe it

11· or not, does allow all that to be liquified and sent

12· down the drain.· We would like to do something better.

13· We would like to turn that product into something

14· reusable.

15· · · · · ·So with this, we would have to get approval to

16· be able to do that, but we believe that is something

17· worth pursuing, so we have allocated $250,000 to pursue

18· that project.

19· · · · · ·And the last one I will lift up on some savings

20· is, the team would like to tackle building a couple of

21· our own portable restrooms for use at fair time and

22· year-round.· With the size of the fair, our current

23· restrooms that we have, our current Midway Walk

24· restrooms and building restrooms, we -- aren't adequate

25· for the coverage we need.
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·1· · · · · ·We spend a considerable amount of money each

·2· year in renting restrooms.· Those costs continue to grow

·3· every year.· So we would like to start building our own,

·4· having some inventory in-house to defer rental costs and

·5· to be more flexible.· So we think we can take some

·6· shipping containers and retrofit them and turn them into

·7· some really nice restrooms, and we want to give that a

·8· try, see how that does for us, and continue on that

·9· diversion of some ongoing rent.

10· · · · · ·So before I summarize, I'm happy to answer any

11· questions on equipment.

12· · · · · ·(No response.)

13· · · · · ·MR. KARNS:· Okay.· So that's $631,000.

14· · · · · ·That gives us a capital budget of $1,740,000

15· currently.· A small contingency this year of a hundred

16· thousand of things that may come up.· And, again,

17· anything over 50, we come back to the full Board.· For a

18· Cap X budget of 1.84.· A carry-forward of 225.· So,

19· currently, $2,065,000, with a $300,000 expenditure for

20· discussion at the full Board meeting, along with this.

21· So a potential of 2.365.· Not back to industry standard

22· of full capital allowance.· So, again, it is a

23· conservative approach from handling our money, but also

24· from the point that we think that we can get this done

25· in the -- in the upcoming year.
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·1· · · · · ·So with that, I'm happy to answer any final

·2· questions or turn it back over to Michele.

·3· · · · · ·(No response.)

·4· · · · · ·MS. RICHARDS:· All right.· Hearing none, we

·5· have got a few more items to include, and then we will

·6· see how this budget rolls up for 2022.

·7· · · · · ·Board Policy 4.05.02 authorizes the CEO to sign

·8· for purchase commitments of $50,000 or less and to

·9· execute talent guarantees of $400,000 or less.· Exempt

10· from this policy are payments for utilities, CAL-Card

11· expenditures, insurance, payroll, or state-mandated

12· services, or anything else the Board authorizes as part

13· of the annual budget.

14· · · · · ·Now, included in that authorization are any

15· other expenses that are listed on this spreadsheet,

16· which we call the Over $50,000 Expenditure Budget

17· Schedule.· And this year, it includes any sales and use

18· tax from the Board of Equalization, fees from the state

19· fire marshal, attorney services through our

20· representatives at the Department of Justice,

21· any nonresident withholding remittance from the

22· Franchise Tax Board, or any unemployment fees.

23· · · · · ·So as a matter of course, every year we include

24· this list of any anticipated fees that we think will

25· exceed that $50,000, so that the Board can authorize
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·1· those mandatory payments as part of the budget.

·2· · · · · ·All right.· We also want to include, for the

·3· Board's knowledge, any RFPs or IFBs, which are informal

·4· bids, that we plan to release in 2022.· There are --

·5· they are all operational.

·6· · · · · ·In January, there will be three released for

·7· decorative lights rental, shower rental, and restroom

·8· trailer rental.

·9· · · · · ·And then in September, audio equipment for the

10· Pacific Amphitheater; lighting, staging, and production

11· for the Hangar and Action Sports Arena; and then

12· lighting for the Pacific Amphitheater.· So those are

13· RFPs that we plan to release, and those budget amounts

14· are all included in the -- this year's budget.

15· · · · · ·So let's see -- see how this all rolls up.

16· · · · · ·In this year's budget, we are proposing revenue

17· from the fair of $49,904,892.

18· · · · · ·Revenue from our year-round events program to

19· be $7,688,106.

20· · · · · ·Our nonoperating revenue of $225,600.

21· · · · · ·For a total revenue of $53.8 million.

22· · · · · ·On the expense side, we're looking at operating

23· expenses of $43,582,308, with nonoperating expenses of

24· $4.25 million.· That includes depreciation, major

25· projects, and the net pension adjustment from GASB 68
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·1· and GASB 75.

·2· · · · · ·So total expenses of $47.8 million.· That gives

·3· us net proceeds of $5,987,288.

·4· · · · · ·If we adjust our bottom line, to include only

·5· cash-based net proceeds, or EBITA -- not sure how many

·6· people are familiar with that -- that's earnings before

·7· interest, taxes, depreciation, and amortization -- that

·8· bottom line comes to $9,827,290.· Okay.

·9· · · · · ·So I will stop there to see if there are any

10· specific questions related to the roll-up or any detail

11· questions within any of the budgets, individual

12· department budgets.

13· · · · · ·BOARD CHAIRPERSON LA BELLE:· Michele, this is

14· Doug.

15· · · · · ·Could you go back to the slide that identifies

16· your signing authority in the amount of contracts up to

17· entertainment.

18· · · · · ·MS. RICHARDS:· Yes.· Right here.

19· · · · · ·BOARD CHAIRPERSON LA BELLE:· My question is, in

20· terms of the RFP process that we require -- we are

21· required to go through to, I guess, meet General

22· Services requirements, what is the amount that we are

23· required to -- in spite of your signing authority, the

24· amount you are required to go through to get an RFP?

25· It's less than the $50,000, isn't it?
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·1· · · · · ·MS. RICHARDS:· Well, yes.· If -- it depends on,

·2· you know, the purchase or a service.· It's -- it's

·3· generally over $10,000 is required -- that there's a

·4· requirement for competitive bidding through an RFP

·5· process.

·6· · · · · ·BOARD CHAIRPERSON LA BELLE:· Now, General

·7· Services has some pretty specific requirements relative

·8· to RFPs, as I recall, from various experiences we have

·9· gone through.

10· · · · · ·Is that in the law or is that just

11· administrative requirements that General Services has

12· established?

13· · · · · ·MS. RICHARDS:· Oh, good question, Doug.  I

14· don't know offhand if it's part of Government Code or,

15· you know, CDFA Code.· But, certainly, administrative

16· requirements in contracting and purchasing requirements

17· through the State.

18· · · · · ·BOARD CHAIRPERSON LA BELLE:· Now, obviously, I

19· fully support making sure we do competitive bidding and

20· getting proposals, etc., etc.· But I would like to see,

21· to the extent we can, to increase your flexibility

22· within that 50,000 to -- because obviously, you know,

23· every time you go out to an RFP and you put this, you

24· know, 40-page proposal together, there's certainly not

25· only a cost in putting it together, but there's a cost
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·1· associated with -- with scoring it, etc., etc.

·2· · · · · ·So I would like to kind of get a little better

·3· handle, not as a part of this, necessarily, but a

·4· little -- a little better handle as to what specifically

·5· you and, correspondingly, the Board has the ability to

·6· do within those contract limits.

·7· · · · · ·MS. RICHARDS:· Um-hmm.

·8· · · · · ·BOARD CHAIRPERSON LA BELLE:· If that makes

·9· sense.

10· · · · · ·MS. RICHARDS:· Yes.· It does.

11· · · · · ·I will do a little research to find out what

12· the source of that 50,000, if that's, you know, a part

13· of the contracting code, or if that's -- I do know that

14· it's by Board policy.· And I -- and generally, the Board

15· policy follows the -- you know, the State guidelines.

16· · · · · ·But before the Board meeting, I will research

17· that, and if you want to, you know, bring that up again

18· next week at the Board meeting, I will have more

19· specific information.

20· · · · · ·BOARD CHAIRPERSON LA BELLE:· Thanks, Michele.

21· · · · · ·I'm very comfortable with the $50,000.· But the

22· $10,000 requirement for RFPs, that throws it into

23· another set of administrative challenges that can, you

24· know, obviously encumber your ability to act when you

25· need to act.
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·1· · · · · ·MS. RICHARDS:· Yeah.

·2· · · · · ·BOARD CHAIRPERSON LA BELLE:· And I would like

·3· to see the CEO having the maximum flexibility to do

·4· that.· And, obviously, even if -- without the RFP

·5· requirement, you are going to, you know, get proposals

·6· from competing firms.

·7· · · · · ·MS. RICHARDS:· That's right.

·8· · · · · ·BOARD CHAIRPERSON LA BELLE:· So on and so

·9· forth.

10· · · · · ·I just -- I just think we can maybe have the

11· potential to reduce the bureaucracy a little bit, for

12· lack of a better term.

13· · · · · ·MS. RICHARDS:· You are trying to make my job,

14· easier, Doug?

15· · · · · ·BOARD CHAIRPERSON LA BELLE:· Absolutely.

16· · · · · ·MS. RICHARDS:· I appreciate that.

17· · · · · ·And, you know, there are -- there are different

18· limits and processes related to goods versus services;

19· and, you know, does it require an informal bid or a full

20· RFP.

21· · · · · ·So, yes, certainly anything we can do to, you

22· know, reduce that -- the process-laden work that we have

23· to do would be appreciated.· But I will have all those

24· limits confirmed before the Board meeting.

25· · · · · ·BOARD CHAIRPERSON LA BELLE:· Thanks, Michele.
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·1· · · · · ·MS. RICHARDS:· Sure.

·2· · · · · ·Okay.· One last spreadsheet to show you, and

·3· then I will open it up for more questions.

·4· · · · · ·Each year, we take from the budget those

·5· revenue items and expense items that are devoted

·6· specifically to the fair so that we can get a good idea

·7· of what a projected fair P&L would be.

·8· · · · · ·And once again, for 2022, using that model of

·9· controlled attendance at the fair, we are projecting

10· revenue of over $46 million against expenses of

11· $23.5 million, for projected net proceeds from the fair

12· alone to be $22.5 million.

13· · · · · ·You can see how much the fair contributes to

14· our overall operations year round.· The fair supports a

15· lot of overhead for the OC Fair & Events Center each

16· year.· And we were very, very pleased of the performance

17· of the fair in 2021.· And this is what we are projecting

18· for 2022 as well.

19· · · · · ·Okay.· So I will open it up.· And let me tell

20· you, our staff has worked very, very hard on their

21· individual budgets, and I know they would all be really

22· disappointed if somebody didn't ask a specific question.

23· So we're happy to answer any questions that the Board

24· has.

25· · · · · ·COMMITTEE MEMBER BAGNERIS:· This is Director
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·1· Bagneris.

·2· · · · · ·I would have to say, you explained this all so

·3· well and you gave us time to throughly look and absorb

·4· it, that we may not have individual questions.

·5· · · · · ·But I do want to thank you for this package,

·6· because, I mean, it's even better than we had last week

·7· when Newton and I --

·8· · · · · ·MS. RICHARDS:· Yes.

·9· · · · · ·COMMITTEE MEMBER BAGNERIS:· -- reviewed it with

10· you.· So we appreciate all the changes.· I can tell

11· there was a lot of work done to this.· So thank you.

12· And even more so, having this many board members in the

13· budget study session is very welcome.

14· · · · · ·Thank you.

15· · · · · ·MS. RICHARDS:· All right.· Last call,

16· everybody.· Last call.

17· · · · · ·COMMITTEE CHAIRPERSON PHAM:· Yeah.· I mean, I

18· just want to echo what Barbara said.· You know, really

19· happy with how the package turned out and, you know,

20· after reviewing it and seeing how everything progressed.

21· So really appreciate the time that everyone on the team

22· took to do the bottoms-up sort of approach and kind of

23· compiled this projection knowing how challenging it can

24· be and, you know, it's -- hopefully we're not -- you

25· know, we're -- I guess there's a saying.· It's like you
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·1· can't be completely right, but hopefully we're not

·2· completely wrong on the projections.

·3· · · · · ·So appreciate the time.

·4· · · · · ·MS. RICHARDS:· Good point.

·5· · · · · ·You know, we do our best effort to project

·6· revenue and project our expenses for the year.· We track

·7· the budget very carefully, and as you know, we report

·8· out on a monthly basis how we're doing.· And, you know,

·9· you have our commitment that if things change

10· significantly, the Board will know about that and we'll

11· make adjustments along the way.

12· · · · · ·So this is our best forecast at what things

13· will look like in 2022.· And we -- we think that

14· we've -- you know, we have hit the mark, and hopefully

15· the market will agree with that.

16· · · · · ·BOARD CHAIRPERSON LA BELLE:· My thanks to you,

17· Michele, and the entire staff for all your hard work.

18· · · · · ·I have been on the other side of the process

19· many times, and I know how challenging it is to put

20· these documents together.

21· · · · · ·And my specific thanks to Newton and Barbara

22· for their work on the Finance and Audit Committee, not

23· only in terms of the budget itself, but in terms of the

24· ongoing monitoring of the financial condition on a

25· monthly basis.
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·1· · · · · ·So thanks to everyone.

·2· · · · · ·MS. RICHARDS:· Okay.· Newton, that concludes

·3· our presentation.· I will turn it over to you.

·4· · · · · ·If there are any -- any other questions from

·5· the public or any -- anyone else?· Otherwise, we can

·6· close out the meeting.

·7· · · · · ·COMMITTEE CHAIRPERSON PHAM:· Yeah.· Yeah.  I

·8· already said what I would say.· So appreciate even the

·9· board members for being on here and, you know, ready to

10· adjourn the meeting.

11· · · · · ·MS. RICHARDS:· Very good.· Just one last

12· comment.

13· · · · · ·I want to thank staff, myself, as well.· They

14· all have worked very hard.· This is a team that takes

15· their budgets very, very seriously.· And you saw that in

16· the cost control measures, how that paid off for us in

17· 2021.· So I know we can expect the same for 2022.· So

18· looks like you guys are off the hook for now, anyhow.

19· We'll see -- we'll see about the full Board meeting next

20· week.

21· · · · · ·But we do appreciate the committee and the

22· other board members that have been able to join us

23· this -- this evening, or this afternoon.

24· //

25· //
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·1· · · · · ·And we will -- I guess we will see you all next

·2· week at the Board meeting on the 18th.

·3· · · · · ·(Proceedings adjourned at 4:17 p.m.)
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 1            Tuesday, November 9, 2021, 3:00 P.M.
 2                          ---o0o---
 3           MS. RICHARDS:  Welcome, everybody, to our
 4  meeting of the Financial Monitoring and Audit Committee,
 5  and this is to review the Draft 2022 Budget.
 6           I'm going to go ahead and share the screen.  We
 7  have a very good presentation ready for you today.  And
 8  I will turn it over to our Committee Chair, Newton Pham,
 9  to kick off the meeting.
10           COMMITTEE CHAIRPERSON PHAM:  Sure.  Yeah.  Call
11  of the order.  All matters noticed on this agenda in any
12  category may be considered for action.  As listed, any
13  item not so noticed may not be considered.  Items listed
14  on this agenda may be considered in any order at the
15  discretion of the Chairperson.
16           The mission of the OCFEC is the celebration of
17  Orange County's communities, interests, agriculture, and
18  heritage, with results justifying resources expended.
19           And with that, I will ask Natalie to do the
20  Pledge of Allegiance.
21           DIRECTOR RUBALCAVA-GARCIA:  Thank you, Newton.
22           Put your right hand over your heart.
23           (Pledge of Allegiance recited in
24           unison.)
25           COMMITTEE CHAIRPERSON PHAM:  And with that, I
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 1  guess we can do a roll call for the board members.
 2           SECRETARY ANGUS:  Yes.
 3           We'll do the committee members first and then
 4  the rest of the Board.
 5           So Committee Chair Pham.
 6           COMMITTEE CHAIRPERSON PHAM:  Yeah.  Present.
 7           SECRETARY ANGUS:  Committee Member-Director
 8  Bagneris.
 9           COMMITTEE MEMBER BAGNERIS:  Present.
10           SECRETARY ANGUS:  Board Chair La Belle.
11           BOARD CHAIRPERSON LA BELLE:  Present.
12           SECRETARY ANGUS:  Director Rubalcava-Garcia.
13           DIRECTOR RUBALCAVA-GARCIA:  Present.
14           SECRETARY ANGUS:  Director Cervantes.
15           (No response.)
16           SECRETARY ANGUS:  Director Ruiz.
17           (No response.)
18           SECRETARY ANGUS:  Director Aitken.
19           (No response.)
20           SECRETARY ANGUS:  Director Kovacevich.
21           (No response.)
22           SECRETARY ANGUS:  And Director Rafiei.
23           DIRECTOR RAFIEI:  Present.
24           SECRETARY ANGUS:  Thank you.
25           COMMITTEE CHAIRPERSON PHAM:  So in terms of
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 1  matters of public comment, I mean, ideally, I think we
 2  want to keep this -- it worked pretty well in 2019.  You
 3  know, we keep this free flowing and the public can ask
 4  questions and provide input to the committee, you know,
 5  during the presentation and workshop.
 6           So if it's okay with everybody, you know, we
 7  can kind of forgo this particular segment in the
 8  beginning.
 9           MS. RICHARDS:  Very good.
10           I would also like to add that if any members of
11  the public would like to speak, as I go through the
12  presentation, I will pause every section or so to give
13  everyone an opportunity -- board members, the committee,
14  members of the public -- if they would like to make a
15  comment or ask questions.
16           I also wanted to note that our senior
17  leadership team are all logged on to this Zoom.  They
18  know their budgets, their individual department budgets,
19  very well, and they are prepared to answer any and all
20  questions that the committee may have for them.
21           So I will kick things off and just do a very
22  quick overview of our budget process that we use.
23           So as a reminder to the Board and public, our
24  fiscal year runs January through December.  Budgets are
25  created annually for each department, and then we roll
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 1  them all up into an organization-wide budget, and we're
 2  going to share highlights of that with you today.
 3           There are 53 separate departmental budgets that
 4  make up the OC Fair & Events Center, and they are
 5  directly overseen by 13 members of our management team,
 6  and they are here today to answer those questions.
 7           Through monthly variance reports, through
 8  oversight by the Financial Monitoring and Audit
 9  Committee, and then monthly reforecasting throughout the
10  year, each department's budget will be closely
11  monitored.  We started this monthly reforcasting at
12  Board meetings at the beginning of the pandemic.  We
13  felt that it was a great way to keep the Board apprised
14  of how we were doing financially, and we have all gotten
15  used to that.  And so we will continue that throughout
16  2022, so that not only the Financial Monitoring
17  Committee, but the Board and public will get a monthly
18  snapshot of how we're doing against budget.
19           The Board and staff and the public will receive
20  those regular updates.  Okay?
21           As we approach 2022, obviously we are in
22  uncharted territory, but we learned a lot from 2021, and
23  much about what happened in 2021 went into our thinking
24  in developing this budget.
25           So I wanted to go -- kind of do a very quick
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 1  review about 2021.  I know it's not always fun to look
 2  back at challenging times, but it's worth the time to do
 3  that because of what we learn along the way.
 4           So here's our look back.  When we approach the
 5  budget for 2021, it really was about rebuilding, and we
 6  looked at it from that perspective, because there was
 7  still much, much uncertainty in the market.
 8           We took lessons that we learned in 2020, and we
 9  decided to proceed with cautious optimism.  The pandemic
10  was still in full swing when we developed the 2021
11  budget, but we knew that things were -- were starting to
12  improve and were going to improve, and so we march
13  forward with cautious optimism.
14           We strongly believed that we could bring back
15  our year-round events and the fair in some format in
16  2021, and that was pivotal to our plans for the year.
17           By March of this year, we were able to
18  reforecast a year-end gain in 2021 of $1.3 million.  Up
19  until that point, we had been reporting net losses.  By
20  May, those losses had stabilized, and we began to see a
21  pretty healthy turnaround.
22           Throughout the year, we continued to focus on
23  cutting costs, and the staff has done an amazing job of
24  that this year.  We provided space for emergency
25  purposes.  You will all remember the emergency food
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 1  drives that we did throughout the year, that we were a
 2  super site for vaccinations with the County.  We did
 3  months and months of COVID testing.
 4           We worked with our promoters on safe and
 5  healthy events.  The theme of the year was drive-up,
 6  drive-through, and drive-in events.  And, of course, all
 7  the time, planning for the return of the OC Fair.
 8           At this point, we are now projecting what was
 9  expected to be an $11.8 million net loss against budget.
10  We are now projecting to be $12.8 million favorable to
11  budget by the end of the year, and to have a
12  year-over-year increase in our cash reserves of
13  approximately $15 million.  So very proud of that --
14  that overview.
15           So breaking down the assumptions that we used
16  to build the last budget, we knew we had taken such a
17  loss in 2020, and we wanted to close that gap in 2021
18  with a 35 to 40 percent improvement over the prior year,
19  which would have cut our losses to about $10 to
20  $12 million, rather than the $19 million that we
21  experienced in 2020.
22           And as I mentioned, we turned that, in actual
23  performance in 2021, which we are now forecasting a
24  $12.8 million favorable position to budget.
25           We assumed, in building the budget for 2021,
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 1  that there would be up to $2 million in net proceeds
 2  from the fair this past summer.  And as you all know, we
 3  posted record net proceeds of $22.8 million from the
 4  fair.
 5           We budgeted $825,000 in our capital budget.  We
 6  completed all but one project in 2021, that Lot G
 7  project, which will be carried forward in our Cap X plan
 8  for 2022.
 9           We forecast minimal event activity in Q1 and
10  Q2; we did not believe that we would be in a position to
11  be able to bring back events again in Q1 and Q2.  And,
12  in fact, we did see some event activity.  It was
13  reduced, but it was much more than what we had planned
14  for.
15           And we have already booked strong activity for
16  Q4, even though we forecast that it would be in a
17  reduced capacity.
18           We, at this point, expect to exceed our 2019
19  activity.  In fact, we had a record month in October.
20           In -- part of the 2021 budget is that we would
21  remain the same headcount as 2020, and the Board made a
22  firm commitment to that, and, as such, our civil service
23  headcount remained the same, and we did not have to
24  experience any staff layoffs of our civil service, our
25  core civil service staff.
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 1           We knew that we would need to reduce utilities
 2  and other operational expenses from our 2020 budget,
 3  keeping in mind that when we went into 2020, we -- the
 4  pandemic was not even a factor at that point.
 5           And, in fact, our 2021 operating expenses were
 6  budgeted at $30.5 million and, to date, we are $660,000
 7  favorable to budget.  So a great effort by the team to
 8  hold expenses.
 9           As you know, we assumed and built the budget
10  around a 30,000 person-per-day capacity for the fair,
11  and, in fact, we were able to turn that into 75 percent
12  daily attendance at 45,000 per day.
13           We built the budget to -- with a reduction in
14  fair programming.  I'm sorry.  In -- yeah.  In
15  programming and overall expenses for the fair.  We
16  budgeted $13 million in expenses, and despite the fact
17  that we had a larger fair than originally budgeted, we
18  held expenses at $14.3 million.
19           We assumed that we would be able to fill the
20  Pacific Amphitheater by 50 percent, but by the time the
21  fair rolled around, we were able to sell at a hundred
22  percent capacity in the Pacific Amphitheater.
23           We did adjust our programming for the fair to
24  meet our budget goals.  And as you all saw, we had to
25  eliminate our Action Sports Arena events.  And we moved
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 1  the pig races up to Heritage Stage, which the public
 2  loved, absolutely loved.
 3           And then, lastly, we assumed that we would need
 4  to purchase additional supplies for increased health and
 5  safety initiatives and to add some positions to manage
 6  that.  And, in fact, we did spend funds on PPE,
 7  additional cleaning supplies, signage, information
 8  videos, and then, of course, our gate screening
 9  technology.  But, in the process, we achieved our GBAC
10  STAR accreditation.
11           So let's move on now to what was considered in
12  building the budget for 2022.  Each year, before we
13  begin building our budget for the following year, we
14  turn to several sources for economic forecast data.  We
15  always want to know what the economists are -- are
16  seeing ahead of the picture.
17           Two of the best sources are Anil Puri and Mira
18  Farka with the Woods Center for Economic Analysis and
19  Forecasting at Cal State Fullerton.  And the Orange
20  County Business Council hosts Professor Puri and Farka
21  each year for a really fabulous economic summit.
22           And every year, people ask, where are we
23  headed?  This year, Professor Puri and Professor Farka
24  had an interesting perspective.  They talked about
25  inflation, but also recovery.  They talked about job
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 1  growth, but uncertainty.  They discussed optimism in the
 2  market but an overall lack of consumer confidence.  They
 3  nicknamed this the "Forrest Gump" economy:  "Life is
 4  like a box of chocolates.  You never know what you're
 5  gonna get."
 6           So the economists indicated that continued
 7  growth, even at a less exuberant pace than previously
 8  envisioned is certainly good news, but this time, unlike
 9  the growth spurts of the last decade, it comes with a
10  highly worrisome and menacing side effect, an unsettling
11  surge in inflation.  So we are taking that into
12  consideration as we build this budget; meaning that
13  consumer pricing is going to outpace wages, which means
14  that people will have a little less to spend this year
15  than they did last year.
16           The consensus at the federal level is that
17  inflation will be high for the remainder of 2021, at
18  about 4.2 percent, but only 2.2 percent in 2022 and
19  beyond.  So we will start to see that recovery occur
20  before -- before this year's fair.
21           So we're once again facing some headwinds, as
22  we come in to 2022.  But we like Henry Ford's
23  perspective on headwinds, when he said, "When everything
24  seems to be going against you, remember that the
25  airplane takes off against the wind, not with it."
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 1           So we agree with the economic experts who say
 2  that our view is that this continues to remain a strong,
 3  durable, and resilient recovery.  The economy should be
 4  able to withstand the "stallflation" winds and continue
 5  to grow over the course of 2022, although a bit more
 6  hesitantly over the winter months and more confidently
 7  next spring.  And, certainly, that puts us in a good
 8  position for forecasting the fair.
 9           However, slow growth will continue, and the
10  fundamentals of the economy are strong, and that's very,
11  very important.  Optimism is high for recovery.
12           So all of this means that we once again
13  approached our new budget with cautious optimism.  So
14  we're sticking with the fundamentals that formed the
15  foundation of the 2021 budget and we're taking a little
16  more of a conservative approach to customer spending
17  given the rate of inflation that's expected.
18           I think we all were blown away by the amount of
19  expendable dollars that came to the OC Fair in 2021.
20  Our guests had lots of pandemic money, stimulus money,
21  to spend, and we were grateful for their spending at the
22  fair, but it would be foolish of us to think that that
23  same rate of spending would be duplicated in 2022.  So
24  we have taken that into consideration.
25           So very quickly, here are our assumptions
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 1  around which we built the 2022 budget:
 2           We will use the 2021 fair model for '22.  We
 3  learned, bigger is not always better.
 4           Once again, we will cap ticket sales at 45,000
 5  guests per day, and that will be with advanced online
 6  ticket sales again.
 7           We will need to increase utility expenses to
 8  adjust for the increased use of our property.  It's
 9  being very, very well used right now.  We are not
10  proposing any increase in fair admission pricing this
11  year or in parking fees.
12           We heard loud and clear the Board's strategic
13  direction to make the OC Fair the place where families
14  come to make memories and to not break the bank.  We
15  don't feel that an increase in fair admission is
16  warranted in 2022, and we're not recommending it.  In
17  fact, we hope to capitalize on that in our marketing
18  messages, that the fair will be the same price it was
19  back in 2018, and that will be a really good message for
20  our guests.
21           We are, however, budgeting for an increase in
22  credit card fees to reflect those advance online ticket
23  sales.  Those were not built into our 2021 budget, and
24  we know that they were quite high, as people purchased
25  online.
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 1           We are going to eliminate the earlier fair
 2  opening hour.  When we planned the fair this year, we
 3  believed that we would need an extra hour in the
 4  morning, 10:00 a.m. opening, to sort of spread the
 5  crowd.  That was not the case.  In fact, there were very
 6  few guests who came during that first hour, but our
 7  labor costs were high.  So we're recommending
 8  eliminating that earlier fair opening.
 9           We will continue to use our evolved gate
10  screening equipment.  That was brilliant and worked
11  very, very well at the gates to get the crowd through
12  quickly, so we're budgeting to bring that back.
13           We plan to reintroduce programming in the
14  Action Sports Arena this year.  Our plan for our
15  year-round events is to budget for Q1 and Q2 to be about
16  75 percent of what it was in 2019.
17           And then after the fair, in Q3 and Q4, for it
18  to be back up to normal levels, at a hundred percent of
19  2019.
20           We are planning for a two-day in-person
21  Imaginology event.  Imaginology, historically, has been
22  three days:  Friday, Saturday, and Sunday, with Friday
23  being the school field trip day.
24           But from a survey that we did of over a
25  thousand teachers, we learned that while the teachers
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 1  would love to bring their students to Imaginology for a
 2  field trip, the school districts are not ready to
 3  approve field trips yet.
 4           So we're going to still hold Imaginology in
 5  person, but have it be a two-day event for students and
 6  their families.
 7           And then we're going to maintain our
 8  conservative capital projects budget, at least until the
 9  Board has decided on the strategic plan relative to the
10  property and taking a look again at the master site
11  plan, so we can make adjustments at that point.
12           So that's the information coming out of 2021
13  and building our budget for 2022.  So before I get into
14  some details about the budget, I will pause there to see
15  if anybody has any questions.
16           (No response.)
17           MS. RICHARDS:  Okay.  Hearing none, I will go
18  ahead and continue.
19           Let's look at labor first.  Boy, our labor
20  budget.  We're seeing a $4.1 million increase in our
21  overall labor budget compared to the 2021 budget, and
22  there are several factors for that:
23           First of all, the minimum wage is increasing
24  another dollar, to $15 per hour.  And you know,
25  especially in the summer, we -- we employ lots of -- of
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 1  part-time minimum-wage employees.  In fact, we have
 2  built into the budget a little bit of a contingency in
 3  case there are some hard-to-fill positions that we might
 4  need to add a bit to those hourly wages.
 5           We're seeing increases in benefits costs,
 6  including PERS contributions for our civil service
 7  employees.  We are going to ask for the addition of two
 8  new civil service employees.  We have not added to our
 9  core staff since 2018, and it's time.
10           And there are two key areas that we're asking
11  for additional head count:
12           One is to add an irrigation and landscape
13  specialist.  With the drought upon us, it has become
14  critically important that we manage our water resources
15  and that our landscaping helps with that.  And so we
16  would like to add a specialist to our staff.
17           In addition, as we're moving away from more
18  traditional print materials and print communications,
19  including advertising, there's a heavy emphasis on
20  digital communication:  Social media, digital -- or,
21  sorry.  Web-based communication.  And so we would like
22  to add a digital communications coordinator.  The wages
23  and benefits for those two positions are built into the
24  budget.
25           And then the other thing affecting our labor
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 1  outlook is that we didn't have very many events last
 2  year due to the pandemic, and, therefore, we had to not
 3  schedule many of our part-time, year-round event support
 4  staff.  We need them in full force now as our events are
 5  coming back.
 6           So that's a look at labor.
 7           COMMITTEE CHAIRPERSON PHAM:  Hey, Michele, real
 8  quick.
 9           MS. RICHARDS:  Yes.
10           COMMITTEE CHAIRPERSON PHAM:  Just a quick
11  comment on labor.  You know, I think this is -- this is
12  one of the areas where it's kind of hard to pin down
13  what the expenses and costs are going to be,
14  considering, you know, how difficult it is to find, you
15  know, part-time labor at minimum wage right now, at this
16  point in time.  I don't know what it's going to look
17  like a year from now.  But right now, I think the
18  minimum accepted wage from a lot of people is much
19  higher than $15.
20           MS. RICHARDS:  Yes.
21           COMMITTEE CHAIRPERSON PHAM:  Seeing a lot of
22  companies we deal with, having significant problems in
23  their -- you know, in the warehouses or whatnot, you
24  know, finding labor even at the $18-an-hour kind of
25  mark.
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 1           MS. RICHARDS:  Yes.
 2           COMMITTEE CHAIRPERSON PHAM:  And then to kind
 3  of discuss further on inflation, I think, you know,
 4  that's the core methodology of measuring inflation, but
 5  I think that even that is somewhat understating the true
 6  dollar inflation to the consumer, to the people.  You
 7  know, you are seeing rising wages and input costs for
 8  commodities increase quite a bit.
 9           And then what you are also seeing is, you know,
10  rent -- you know, rent, the way it's measured in the
11  CPI, it's pretty old and archaic.  You know, if you look
12  at Zillow, rent's increased in double digits, and that's
13  probably a pretty good indication of what true inflation
14  is.
15           MS. RICHARDS:  Yeah.  Yeah.
16           I think all of that is important to understand,
17  and we can try to prepare as much as possible.  But,
18  again, this is part of the uncertainty coming in to 2022
19  is, you know, job growth will be healthy, but we -- we
20  really don't know to what level.  We don't know how many
21  people are going to return to the job market and maybe
22  this -- you know, this scenario we're seeing with, you
23  know, you see it all over, especially with fast food
24  restaurants; those lower wage earners are getting, you
25  know, $17, $18, $20 an hour to come and work.
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 1           We're very lucky at the OC Fair that we have a
 2  lot of loyal, returning employees year after year, that
 3  want to come and work at the fair.
 4           We did see some -- a little bit of resistance
 5  in wages in some of our areas this year, and we did bump
 6  wages as -- as a response to that, and we may have to do
 7  that again.  So we -- we built in a contingency in our
 8  human resources budget.  So if we do need to put some
 9  additional dollars to those select positions, we have
10  got the funding to do that.
11           So very good point.
12           Okay.  Regarding our year-round event rentals,
13  our buildings and grounds for our year-round events
14  program, and then the merchant spaces that are rented
15  during the fair, each year, as we have done for many,
16  many years, we take a small, very small, incremental
17  increase to keep up with competitive market rates.  We
18  do this so that we don't go three or four years and then
19  take a -- you know, a massive increase.
20           So according our schedule, we're increasing the
21  rental rates on our buildings and grounds another $50 to
22  $75 per day, depending on the size and location.
23           So to give you an idea, if we applied those
24  same rates to our 2019 mix of events that we had that
25  year, it would have resulted in another $37,500 in
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 1  revenue.  That's about a 2.2 percent increase.  It's not
 2  really about generating additional revenue.  It's --
 3  it's really about making sure that our rental rates are
 4  competitive with other, similar properties in the
 5  market.
 6           Likewise, on the fair side, those merchants
 7  that rent space for their retail booths during the fair,
 8  the plan is to increase those spaces $50 to $75 per
 9  space for the entire 23-day run of the fair, depending
10  what their size and location is.
11           Again, if we applied that to full capacity, the
12  dollars are not very much:  About $28,000 in additional
13  revenue.  That's about 2 percent.  But it's more about
14  keeping up with the competitive market and not having to
15  take huge, incremental increases, you know, after three
16  or four years.
17           And I think I will stop there and see if there
18  are any questions or comments.
19           (No response.)
20           MS. RICHARDS:  All right.  Hearing none, let's
21  continue.
22           Let's look at the big changes in the budget,
23  from 2021 to 2022.  Keep in mind that we expected to
24  have a much smaller fair, much more reduced activity in
25  our -- our year-round events, and our ability to
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 1  generate revenue in 2021 was obviously very curbed.
 2           We are budgeting a revenue of $53.8 million in
 3  2022, and that's compared to $23.5 million from 2021.
 4  So what is adding to all of that extra revenue?  Well,
 5  obviously increased event activity.  We're seeing a lot
 6  of it and a lot of demand for the property right now.
 7           Our interest revenue will increase.  We have
 8  more money in the bank.  And so we're -- we expect to
 9  earn more interest revenue.
10           Our fair admissions revenue will increase.  The
11  2021 budget was based on 30,000 people per day at the
12  fair.  We're going to repeat 45,000 per day.
13           We, once again, expect to be able to sell
14  tickets at full capacity in the Pacific Amphitheater and
15  The Hangar Building.  We will see a return of
16  programming in the Action Sports Arena, so there will be
17  revenue from tickets sold for those events as well.
18           We are expanding our Pacific Amphitheater
19  Summer Concert Series even more.  In the budget, we have
20  built in to have 23 nights of headline concerts, every
21  day of the fair; and then an additional 17 concerts that
22  will be held both before or after the fair dates.  So 17
23  additional total concerts.  So there will be additional
24  revenue from that.
25           We had to eliminate some of our competitive
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 1  entries last year because we had -- we just weren't
 2  certain going into the year.  We will be able to
 3  reinstate some of those entries.  So there will be
 4  additional entry revenues from the public for those
 5  categories.
 6           We -- we will see an increase in concessions
 7  revenue compared to the 2021 budget.  We saw a lot of
 8  spending on food and beverages at the fair this year.
 9  We don't expect to see that same level of spending, but
10  we budgeted much lower in 2021 because we thought we
11  were going to have a much smaller fair.  So we're
12  increasing from the 2021 budget level, but less than the
13  actual for 2021 in spending.
14           And the same thing for the carnival:  We expect
15  more than what was budgeted, but less than what was
16  actually spent by -- by our customers.
17           And then we will see a little bit of increase
18  in our parking revenue compared to the 2021 budget, and
19  we -- we learned recently, through some operations
20  reviews, that we don't charge for motorcycle parking at
21  our events or during the fair.  So if a motorcycle comes
22  into our parking lot, they have been given a full space
23  at no charge, and we don't think that's fair.  If a
24  motorcycle is going to take up a full space that a
25  minivan or an SUV or a sedan would take, we think that
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 1  they should pay the same parking fee that everybody else
 2  does.  So we're proposing to include $10 parking for
 3  motorcycles as well.
 4           So those are the big revenue category changes
 5  for the 2022 budget.
 6           Any questions on that?
 7           (No response.)
 8           MS. RICHARDS:  All right.  Moving right along,
 9  let's look at the expense categories.
10           So in 2021, we had overall expenses of
11  $35.3 million.  Our 2022 budget includes $47.8 million
12  in overall expenses.  So let's look at what's
13  contributing to those additional expenses.
14           First, we plan on filling the vacant chief
15  administrative officer position.  This was the former
16  CFO position that has gone vacant for two years.  We're
17  in a position now to be able to fill that, but I would
18  like to expand that position to include some additional
19  administrative oversight as well.  And we're working on
20  that job posting right now.
21           We are going to do a modified in-person
22  Imaginology.  In the 2021 budget, we did a virtual
23  Imaginology.
24           We are also budgeting for the return of Market
25  Week and the Junior Livestock Auction during the fair.
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 1  Again, those were held virtually last year, so there
 2  will be some expenses for bringing those back in person.
 3           Obviously, we are budgeting for an increase in
 4  credit card fees.  We now know what those credit card
 5  fees are associated with online ticket sales, so we're
 6  including that in the budget.
 7           An increase in employee wages and benefit
 8  costs.  We have now reopened Heroes Hall and Centennial
 9  Farm to the public.  So those result in additional
10  expenses.
11           We're going to see an increase in utility
12  expenses due to more usage of the property.
13           We have built in the $50,000 that the Board has
14  approved for our proposed public art project.
15           We will see the return of some business travel.
16  We had no business travel in 2021.  So I will review
17  that in a few minutes.
18           And we have also included a $30,000 allocation
19  for employee training.  It's been a long time since we
20  have invested in the growth and development of our
21  employees.  We have kind of been in a survival mode for
22  the last 18 months, so we want to introduce some
23  employee training opportunities in 2022 for our
24  employees.
25           Now, what is helping on the expense side?
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 1           Well, many of the expense cuts that we made in
 2  2021 will be carried over to 2022.  We learned how to do
 3  more with less.  We have become more efficient in many
 4  areas, and we plan to continue that trend in the new
 5  year.
 6           We're certainly going to see a reduction in
 7  unemployment fees as we're hiring everybody back.  They
 8  were very high in 2021.
 9           As we transition to more digital marketing
10  assets rather than print, we'll see a reduction in those
11  expenses as well.  And then of course eliminating the
12  early fair opening hour will reduce costs along with the
13  related labor that goes -- goes with that.
14           So any questions at all on the expense side?
15           SECRETARY ANGUS:  CEO Richards, I just wanted
16  to note for the record that Director Aitken has joined
17  us.
18           MS. RICHARDS:  Oh.  Very good.  Very good.
19           BOARD CHAIRPERSON LA BELLE:  Michele, this is
20  Doug.
21           In terms of the increased credit card fees, is
22  there a dollar amount that you have estimated that's
23  going to be?
24           MS. RICHARDS:  Yes.  And that is based on
25  actual credit card fees from this year.  It's about
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 1  $800,000.
 2           BOARD CHAIRPERSON LA BELLE:  Thank you.
 3           MS. RICHARDS:  Okay.  Moving along.
 4           Let me talk about parking again real quick.
 5  Again, we are not asking for an increase in our parking
 6  fee.  It will remain at $10 for the fair and for
 7  year-round events.  But we are recommending that we
 8  begin charging for motorcycles to park in full --
 9  full-sized spots.
10           We expect for our offsite parking lot expenses
11  to be the same as 2021.  We were -- really, with the
12  reduced ticket sales for the fair, we were able to
13  manage our parking lots very well this year.
14           In terms of fair admission, again, no increase
15  in fair admission.  The budget is carrying an average
16  ticket price of $10.87, and that's a blended rate of the
17  current adult, senior, and youth admission.  It's based
18  on 45,000 guests per day.  And we took the actual mix
19  from this summer's fair of adult versus senior versus
20  youth tickets, weekend, weekday; we used the same exact
21  mix to build in our budget for fair admission.
22           And, of course, the OC Fair is paying those --
23  those Ticketmaster fees for the guests, so they don't --
24  they won't see the extra fees.
25           In terms of our travel, as I mentioned before,
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 1  we did -- most of the conventions and conferences that
 2  we typically go to, or that we send our employees to,
 3  they were all held virtually this past year.  That's not
 4  the case for 2022.  We're seeing those conferences and
 5  conventions meeting in person.
 6           If you look on the right-hand side of this
 7  slide, this is a list of all of the states that are
 8  currently on the list that are banned from California
 9  State employees traveling to, to conduct business.
10  There are 18 altogether.  We have checked our list of
11  the conferences and conventions that our staff plans to
12  attend this year, and all are in compliance with
13  California state law.
14           The Board, in the October Board meeting,
15  previously approved staff traveling to the Western Fairs
16  Association Convention in January, in Reno.
17           Our year-round event staff utilized Ungerboeck
18  software, USI.  Their annual conference is in St. Louis
19  this year.  We will be sending a member of our staff to
20  that conference.
21           The California Fairs Alliance Fall Managers
22  Conference will be held in November next year in
23  Sacramento.
24           Our creative services team, our in-house team,
25  will be attending the Adobe Summit Conference and the
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 1  HOW Design Conference.  That's in Las Vegas and Boston.
 2           We are sending members of our marketing team to
 3  the IEG Sponsorship Conference in Chicago.
 4           We will be attending the American Alliance of
 5  Museums Conference in Boston.
 6           And then, thankfully, the International
 7  Association of Fairs and Expositions, the management
 8  conference will be in Phoenix next year, and the
 9  international convention will be held in Indianapolis.
10  And those are both locations that are not on the travel
11  ban list.
12           And then, of course, our compliance
13  departments, like contracting, purchasing, human
14  resources, there is mandatory state compliance training
15  held throughout the year in Sacramento.  We have not yet
16  heard if that will be held virtually, but we have built
17  into the budget some travel just in case.
18           So I think I will take another pause there to
19  see if anyone has any questions.
20           BOARD CHAIRPERSON LA BELLE:  Michele, this is
21  Doug again.
22           In terms of training, I know that the board
23  members have certain mandatory training that we must
24  complete.  We have.  I think we talked in the past.  I
25  would like to consider or hopefully consider doing
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 1  some -- some training at our facility here, in Costa
 2  Mesa, that could be bringing members from other fair
 3  boards and other fairs to our facility.  So to the
 4  extent we can look at training opportunities for
 5  multiple jurisdictions, I think that would be -- would
 6  be beneficial.
 7           MS. RICHARDS:  Very --
 8           BOARD CHAIRPERSON LA BELLE:  I fully support
 9  that.
10           MS. RICHARDS:  Very nice.  Thank you, Doug.  I
11  made a point of that.
12           Okay.  Well, any other questions so far?
13           (No response.)
14           MS. RICHARDS:  Okay.  Hearing none, I'm going
15  to turn things over to Ken Karns to walk you all through
16  our capital budget for 2022.
17           MR. KARNS:  Okay.  Thanks, Michele.  As Michele
18  stated earlier, again, for 2022, we're taking a
19  conservative approach, not quite as thumbs-down as 2021,
20  but, again, a conservative approach in reviewing with
21  our Facilities Committee.
22           We can tackle this any way you would like.  I'm
23  happy to go through every single item.
24           Jerry, I believe, is on the line, and either
25  one of us, happy to take any questions.  Or happy to do
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 1  an overview of some of the -- some of the larger
 2  projects that we think will be of interest.
 3           So with that, what I can say is that we have
 4  five projects in capital expenditures, 17 in major
 5  expenditures, and nine in equipment.  And you will see
 6  those slides as we go through.
 7           Same approach as in the past several years
 8  where we look and ask for approval from the full Board
 9  for the fiscal year that we're looking at.  So 2022.
10  But we do show a look ahead at some projects that are
11  coming -- coming at us, '23/'24, just to have a snapshot
12  for a look ahead.  But, again, when we approve the
13  budget, it's only for the year 2022.
14           So in our Cap X, what I will highlight is that
15  we are going to carry forward, as shown earlier,
16  $225,000 of the Lot G utility/electrical, and amalgamate
17  it into the 2022 year with Lot G water and sewer
18  utilities.  So Jerry, working with CCA, will put an
19  entire project together.  And if timing works more in
20  our favor in 2022, we look to get that -- that all done.
21           I will stop there.  That's the big one that we
22  wanted to lift up under our capital expenditures, but if
23  there's any others that you would like us to speak to
24  under capital expenditures -- there's only five -- I'm
25  happy to take any questions on the other four under
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 1  that.  That's a $700,000 total for 2022.
 2           BOARD CHAIRPERSON LA BELLE:  Ken, this is --
 3  this is Doug.
 4           Several months ago, the Heroes Hall Veterans
 5  Foundation received an excellent presentation from staff
 6  regarding the expansion of the Walk of Honor that's
 7  currently adjacent to the museum.
 8           Where does that particular project sit in terms
 9  of funding?  What year are you projecting that for
10  completion?
11           MR. KARNS:  So, Doug, so currently, we're
12  budgeting $300,000.  We did not carry it in FY '22.  It
13  could be '23 or '24.
14           We have discussed with the staff and the team
15  if it was the Board's will to bring it forward, and
16  there was an appetite to take it on.  They are eager and
17  happy and believe we could fit it in from a physical
18  standpoint, from a workload standpoint, in 2022.
19           And on the overall budget, the $2,065,000,
20  adding another $300,000, we think we can accommodate it.
21  So, again, if it is the will of the Board to bring that
22  forward and tackle it in 2022, we would be more than
23  happy to, Doug.
24           BOARD CHAIRPERSON LA BELLE:  Ken, I would -- as
25  one Board member, I would like to see it in 2022, for
�
0034
 1  several reasons.  The foundation is to make a
 2  significant contribution towards the completion of the
 3  walkway; the final number yet to be determined.
 4           But I have spoken with the president of the
 5  foundation, Nick Berardino, and he has indicated that he
 6  will bring that forward to the foundation for their
 7  consideration.
 8           And, I guess, equally as important, we have
 9  approximately 20 individuals who meet the criteria for
10  being included in the Walk of Honor on the property.  In
11  other words, either a Distinguished Flying Cross or some
12  other significant medal that they have received during
13  their tours of combat.  So the sooner that we can
14  obviously recognize those individuals, I think, as one
15  board member, that would be certainly something that I
16  would like to pursue.  Obviously, the Board will, you
17  know, have its workshop and its hearing on the budget.
18           But by the time -- certainly, by December, we
19  should have a pretty precise number that the foundation
20  is willing to -- to contribute.
21           And, again, the foundation was very impressed
22  with staff's presentation on the concept.  I know,
23  obviously, it needs to go to working drawings, etc.,
24  etc., but I think it would provide a fantastic addition
25  to the whole Heroes Hall, the Veterans Museum, and the
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 1  whole concept that we're trying to -- to continue to
 2  make happen.
 3           MR. KARNS:  So thank you for that, Doug.
 4           And I know there's several board members on.
 5  So I'm happy -- happy at the Board meeting next week,
 6  that we have that exact same discussion so it can be
 7  brought forward.
 8           Because it's a capital expenditure, and not a
 9  major expenditure, it doesn't affect our operating
10  budget.  It's in -- it's in the capital.  So that's
11  great.  And that's a project that the team would work
12  with.
13           You are correct, full working drawings, CCA,
14  out to bid.  So, again, if that's the well work, we are
15  more than happy to bring that forward.
16           DIRECTOR RUBALCAVA-GARCIA:  I'm sorry.  This is
17  Director Rubalcava-Garcia.
18           Is that expenditure the $250,000 line item for
19  2023?
20           MR. KARNS:  It's $300,000 right now showing in
21  2024.  It's at the very bottom.
22           Michele, if you could bring your cursor down.
23  Plaza Pacifica South Lawns -- serenity garden pathway at
24  Skyhawk.  A little wordy, but just wanted to describe
25  where it was.
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 1           So basically from the bottom of the berm of the
 2  Skyhawk side of the berm of the Pacific Amphitheater,
 3  and it goes from Heroes Hall all the way over -- excuse
 4  me, all the way over and along to the restroom that is
 5  to the north.  And then really finishes off and
 6  complements the work we did with the Skyhawk and then
 7  the turf project.  And there's a really nice landscaped
 8  pathway.
 9           DIRECTOR RUBALCAVA-GARCIA:  Okay.
10           And Chair La Belle, are you asking that it be
11  put in 2022 or 2023?
12           BOARD CHAIRPERSON LA BELLE:  Natalie, I would
13  like to see it moved as far forward as we can.  I would
14  like to see it moved to 2022 for the reasons that --
15           DIRECTOR RUBALCAVA-GARCIA:  That you mentioned?
16           BOARD CHAIRPERSON LA BELLE:  -- I just stated.
17           DIRECTOR RUBALCAVA-GARCIA:  Yeah.  And I think
18  it's a great expenditure.
19           My concern is that it's a big -- a large amount
20  of money.  And I know the foundation came forward and
21  asked the Board to reduce their giving for next year.
22           So I mean, if we reassess, you know, perhaps we
23  could break it up into a couple of years, which would,
24  you know, be something that I think if we can explore
25  that opportunity, that would be great.  I think next
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 1  year, they reduced their -- or, this year, to 25, and
 2  then we're going to assess it moving forward.
 3           But that would just be my recommendation is
 4  look and see if we can break it up over time.  Or is
 5  this $300,000 that we have to spend all at once?
 6           BOARD CHAIRPERSON LA BELLE:  Well, you are
 7  correct, Natalie, that the foundation's commitment has
 8  been reduced for the one year to 25.  The foundation
 9  does have a significant existing balance due to earlier
10  fundraising efforts.  And I think the foundation
11  president is looking to ask for the foundation to tap
12  into that existing balance to significantly contribute
13  to doing the project sooner rather than later.
14           DIRECTOR RUBALCAVA-GARCIA:  So it wouldn't
15  necessarily be a capital expense for the fair if it's
16  going to be paid for by the foundation?  I'm just
17  wondering if it's in the right place.
18           BOARD CHAIRPERSON LA BELLE:  I don't think
19  "significant" means that the foundation would contribute
20  the entire amount for the project.  But they would
21  contribute a significant amount that would help reduce
22  the $300,000 to some yet-determined number that would
23  enable the expansion of the Walkway of Honor to enable
24  individuals that meet the criteria for being recognized
25  on the Walk, to be done sooner rather than later.
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 1           DIRECTOR RUBALCAVA-GARCIA:  Perfect.
 2           And you, Doug -- I mean, this is just one
 3  request from one board member.  If we can get an
 4  assessment of what that figure might be, it might give
 5  the Board more -- more information to, you know,
 6  determine whether or not it can be prioritized sooner
 7  than 2024.
 8           COMMITTEE MEMBER BAGNERIS:  Yeah.  I was going
 9  to say, Chair La Belle -- this is Director Bagneris.  I
10  wouldn't bring it to us until we actually know that
11  number, and then we can make the right decision at that
12  time.
13           BOARD CHAIRPERSON LA BELLE:  I agree with both
14  of those thoughts, Barbara and Natalie.  And I will
15  convey that to the foundation and urge them to make a
16  decision sooner rather than later, so that can be
17  plugged into the formula for whether we want, as a
18  Board, to move it up one year or two years.
19           So I will certainly convey that thought, and
20  hopefully, if not by the Board meeting on the 18th, but
21  certainly by the December Board meeting, I would expect
22  that there would be a decision made by the foundation.
23  And I would urge them to do that.
24           MS. RICHARDS:  Okay.  What I think I'm hearing
25  is that we will -- we will leave it as is, pending
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 1  further information from the foundation, and then the
 2  Board can continue that discussion.  Since this is just
 3  a committee meeting, we will continue this discussion
 4  during the November Board meeting.
 5           Okay.  Ken, did you want to focus on anything
 6  in particular for major expenditures or equipment?
 7           MR. KARNS:  Sure.
 8           So, again, like in years past, we -- as we
 9  gather all -- all the input from all the areas, and we
10  keep this forever list going, we look at things that
11  are in -- provide cost savings or bring enhancement or
12  revenue generating or safety and risk management.  So
13  that -- we haven't swayed from some of those categories.
14           What I will highlight, on this list of 17
15  projects, under "Major Expenditures," are things that
16  are tied to the -- to our environmental commitment and
17  things that are tied to security and safety.
18           But, first off, obviously we have a new brand.
19  We have some perimeter signs.  This is not all
20  encompassing, but a few of our major signs at our
21  outward corners, our main gate at Gate 1, the main sign
22  on our administration building.  We may not be able to
23  get them all changed with this allowance, but we have
24  put some monies to start tackling our major signs and
25  doing some changes in 2022.  And we will likely see some
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 1  additionals in future years.  But we will do as much as
 2  we can with that $50,000.
 3           Under the environmental, down a few, you will
 4  see a Storm Water Full Capture System Phase 1.  This is
 5  the introduction of a capture system that will aid us in
 6  preventing items from getting into the storm water
 7  system.
 8           Below that, we have our vestibule doors and
 9  building entrances.  That's tied to security and safety.
10  Some years ago, the fire marshal had -- the facilities
11  have to remove what were internal security shutters that
12  were used for years, because it blocked exiting at the
13  end of the night.
14           What we really do is we keep outer doors open
15  and have a vestibule so there's access to restrooms from
16  the outside.  With the removal of the shutters, that
17  created some security issues for our buildings and
18  increased labor.
19           We think we can start tackling putting in some
20  interior vestibule systems that still allows panic out
21  when the buildings are closed, if there happens to be
22  people working in there.  So that one is tied to our
23  security -- safety and security.
24           Also on that, our all-grounds wifi, our
25  all-grounds PA, and our surveillance system upgrades,
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 1  we're continuing, with all three of those, all necessary
 2  to our continued improvements of some of our older
 3  systems, to be able to effectively have wifi, have a PA
 4  system where we can communicate effectively, and our
 5  surveillance system.  So we're continuing on that.
 6           Again, I will stop there.
 7           Happy to delve into any others of the 17.
 8  That's $409,000 of major expenditures, and that -- that
 9  number is carried in our operating line.  There's 17
10  projects proposed for '22.
11           Happy to answer any questions.
12           And if none, we will move on to the third
13  category, which is "Equipment."
14           This year, nine pieces of equipment.  The first
15  one I will lift up is our Hangar projector.  We have
16  some really old data projectors.  I would say we're
17  holding them together with bubble gum and twine and duct
18  tape, and that will have a real negative effect on our
19  Hangar programming if we don't replace the projector.
20  So we have allocated some money there.
21           Tied to environment, the first item, the -- our
22  tractor is a John Deere tractor.  The Air Quality
23  Management District, per the rules and regulations, we
24  need to replace and upgrade that old tractor, so we are
25  going to do that.
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 1           And now you will see a big number.  Aerobic
 2  digester.  And that is not for me to get better
 3  exercise.  That is for us to reach a goal of diverting
 4  up to 75 percent of our waste from landfill and be able
 5  to handle our organics in a meaningful way.  So the team
 6  is researching the development and installation of an
 7  aerobic digester on our property to deal with all our
 8  food waste, all our organic waste, turn that into
 9  compost or pellets or something reusable.
10           The current California legislation, believe it
11  or not, does allow all that to be liquified and sent
12  down the drain.  We would like to do something better.
13  We would like to turn that product into something
14  reusable.
15           So with this, we would have to get approval to
16  be able to do that, but we believe that is something
17  worth pursuing, so we have allocated $250,000 to pursue
18  that project.
19           And the last one I will lift up on some savings
20  is, the team would like to tackle building a couple of
21  our own portable restrooms for use at fair time and
22  year-round.  With the size of the fair, our current
23  restrooms that we have, our current Midway Walk
24  restrooms and building restrooms, we -- aren't adequate
25  for the coverage we need.
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 1           We spend a considerable amount of money each
 2  year in renting restrooms.  Those costs continue to grow
 3  every year.  So we would like to start building our own,
 4  having some inventory in-house to defer rental costs and
 5  to be more flexible.  So we think we can take some
 6  shipping containers and retrofit them and turn them into
 7  some really nice restrooms, and we want to give that a
 8  try, see how that does for us, and continue on that
 9  diversion of some ongoing rent.
10           So before I summarize, I'm happy to answer any
11  questions on equipment.
12           (No response.)
13           MR. KARNS:  Okay.  So that's $631,000.
14           That gives us a capital budget of $1,740,000
15  currently.  A small contingency this year of a hundred
16  thousand of things that may come up.  And, again,
17  anything over 50, we come back to the full Board.  For a
18  Cap X budget of 1.84.  A carry-forward of 225.  So,
19  currently, $2,065,000, with a $300,000 expenditure for
20  discussion at the full Board meeting, along with this.
21  So a potential of 2.365.  Not back to industry standard
22  of full capital allowance.  So, again, it is a
23  conservative approach from handling our money, but also
24  from the point that we think that we can get this done
25  in the -- in the upcoming year.
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 1           So with that, I'm happy to answer any final
 2  questions or turn it back over to Michele.
 3           (No response.)
 4           MS. RICHARDS:  All right.  Hearing none, we
 5  have got a few more items to include, and then we will
 6  see how this budget rolls up for 2022.
 7           Board Policy 4.05.02 authorizes the CEO to sign
 8  for purchase commitments of $50,000 or less and to
 9  execute talent guarantees of $400,000 or less.  Exempt
10  from this policy are payments for utilities, CAL-Card
11  expenditures, insurance, payroll, or state-mandated
12  services, or anything else the Board authorizes as part
13  of the annual budget.
14           Now, included in that authorization are any
15  other expenses that are listed on this spreadsheet,
16  which we call the Over $50,000 Expenditure Budget
17  Schedule.  And this year, it includes any sales and use
18  tax from the Board of Equalization, fees from the state
19  fire marshal, attorney services through our
20  representatives at the Department of Justice,
21  any nonresident withholding remittance from the
22  Franchise Tax Board, or any unemployment fees.
23           So as a matter of course, every year we include
24  this list of any anticipated fees that we think will
25  exceed that $50,000, so that the Board can authorize
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 1  those mandatory payments as part of the budget.
 2           All right.  We also want to include, for the
 3  Board's knowledge, any RFPs or IFBs, which are informal
 4  bids, that we plan to release in 2022.  There are --
 5  they are all operational.
 6           In January, there will be three released for
 7  decorative lights rental, shower rental, and restroom
 8  trailer rental.
 9           And then in September, audio equipment for the
10  Pacific Amphitheater; lighting, staging, and production
11  for the Hangar and Action Sports Arena; and then
12  lighting for the Pacific Amphitheater.  So those are
13  RFPs that we plan to release, and those budget amounts
14  are all included in the -- this year's budget.
15           So let's see -- see how this all rolls up.
16           In this year's budget, we are proposing revenue
17  from the fair of $49,904,892.
18           Revenue from our year-round events program to
19  be $7,688,106.
20           Our nonoperating revenue of $225,600.
21           For a total revenue of $53.8 million.
22           On the expense side, we're looking at operating
23  expenses of $43,582,308, with nonoperating expenses of
24  $4.25 million.  That includes depreciation, major
25  projects, and the net pension adjustment from GASB 68
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 1  and GASB 75.
 2           So total expenses of $47.8 million.  That gives
 3  us net proceeds of $5,987,288.
 4           If we adjust our bottom line, to include only
 5  cash-based net proceeds, or EBITA -- not sure how many
 6  people are familiar with that -- that's earnings before
 7  interest, taxes, depreciation, and amortization -- that
 8  bottom line comes to $9,827,290.  Okay.
 9           So I will stop there to see if there are any
10  specific questions related to the roll-up or any detail
11  questions within any of the budgets, individual
12  department budgets.
13           BOARD CHAIRPERSON LA BELLE:  Michele, this is
14  Doug.
15           Could you go back to the slide that identifies
16  your signing authority in the amount of contracts up to
17  entertainment.
18           MS. RICHARDS:  Yes.  Right here.
19           BOARD CHAIRPERSON LA BELLE:  My question is, in
20  terms of the RFP process that we require -- we are
21  required to go through to, I guess, meet General
22  Services requirements, what is the amount that we are
23  required to -- in spite of your signing authority, the
24  amount you are required to go through to get an RFP?
25  It's less than the $50,000, isn't it?
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 1           MS. RICHARDS:  Well, yes.  If -- it depends on,
 2  you know, the purchase or a service.  It's -- it's
 3  generally over $10,000 is required -- that there's a
 4  requirement for competitive bidding through an RFP
 5  process.
 6           BOARD CHAIRPERSON LA BELLE:  Now, General
 7  Services has some pretty specific requirements relative
 8  to RFPs, as I recall, from various experiences we have
 9  gone through.
10           Is that in the law or is that just
11  administrative requirements that General Services has
12  established?
13           MS. RICHARDS:  Oh, good question, Doug.  I
14  don't know offhand if it's part of Government Code or,
15  you know, CDFA Code.  But, certainly, administrative
16  requirements in contracting and purchasing requirements
17  through the State.
18           BOARD CHAIRPERSON LA BELLE:  Now, obviously, I
19  fully support making sure we do competitive bidding and
20  getting proposals, etc., etc.  But I would like to see,
21  to the extent we can, to increase your flexibility
22  within that 50,000 to -- because obviously, you know,
23  every time you go out to an RFP and you put this, you
24  know, 40-page proposal together, there's certainly not
25  only a cost in putting it together, but there's a cost
�
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 1  associated with -- with scoring it, etc., etc.
 2           So I would like to kind of get a little better
 3  handle, not as a part of this, necessarily, but a
 4  little -- a little better handle as to what specifically
 5  you and, correspondingly, the Board has the ability to
 6  do within those contract limits.
 7           MS. RICHARDS:  Um-hmm.
 8           BOARD CHAIRPERSON LA BELLE:  If that makes
 9  sense.
10           MS. RICHARDS:  Yes.  It does.
11           I will do a little research to find out what
12  the source of that 50,000, if that's, you know, a part
13  of the contracting code, or if that's -- I do know that
14  it's by Board policy.  And I -- and generally, the Board
15  policy follows the -- you know, the State guidelines.
16           But before the Board meeting, I will research
17  that, and if you want to, you know, bring that up again
18  next week at the Board meeting, I will have more
19  specific information.
20           BOARD CHAIRPERSON LA BELLE:  Thanks, Michele.
21           I'm very comfortable with the $50,000.  But the
22  $10,000 requirement for RFPs, that throws it into
23  another set of administrative challenges that can, you
24  know, obviously encumber your ability to act when you
25  need to act.
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 1           MS. RICHARDS:  Yeah.
 2           BOARD CHAIRPERSON LA BELLE:  And I would like
 3  to see the CEO having the maximum flexibility to do
 4  that.  And, obviously, even if -- without the RFP
 5  requirement, you are going to, you know, get proposals
 6  from competing firms.
 7           MS. RICHARDS:  That's right.
 8           BOARD CHAIRPERSON LA BELLE:  So on and so
 9  forth.
10           I just -- I just think we can maybe have the
11  potential to reduce the bureaucracy a little bit, for
12  lack of a better term.
13           MS. RICHARDS:  You are trying to make my job,
14  easier, Doug?
15           BOARD CHAIRPERSON LA BELLE:  Absolutely.
16           MS. RICHARDS:  I appreciate that.
17           And, you know, there are -- there are different
18  limits and processes related to goods versus services;
19  and, you know, does it require an informal bid or a full
20  RFP.
21           So, yes, certainly anything we can do to, you
22  know, reduce that -- the process-laden work that we have
23  to do would be appreciated.  But I will have all those
24  limits confirmed before the Board meeting.
25           BOARD CHAIRPERSON LA BELLE:  Thanks, Michele.
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 1           MS. RICHARDS:  Sure.
 2           Okay.  One last spreadsheet to show you, and
 3  then I will open it up for more questions.
 4           Each year, we take from the budget those
 5  revenue items and expense items that are devoted
 6  specifically to the fair so that we can get a good idea
 7  of what a projected fair P&L would be.
 8           And once again, for 2022, using that model of
 9  controlled attendance at the fair, we are projecting
10  revenue of over $46 million against expenses of
11  $23.5 million, for projected net proceeds from the fair
12  alone to be $22.5 million.
13           You can see how much the fair contributes to
14  our overall operations year round.  The fair supports a
15  lot of overhead for the OC Fair & Events Center each
16  year.  And we were very, very pleased of the performance
17  of the fair in 2021.  And this is what we are projecting
18  for 2022 as well.
19           Okay.  So I will open it up.  And let me tell
20  you, our staff has worked very, very hard on their
21  individual budgets, and I know they would all be really
22  disappointed if somebody didn't ask a specific question.
23  So we're happy to answer any questions that the Board
24  has.
25           COMMITTEE MEMBER BAGNERIS:  This is Director
�
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 1  Bagneris.
 2           I would have to say, you explained this all so
 3  well and you gave us time to throughly look and absorb
 4  it, that we may not have individual questions.
 5           But I do want to thank you for this package,
 6  because, I mean, it's even better than we had last week
 7  when Newton and I --
 8           MS. RICHARDS:  Yes.
 9           COMMITTEE MEMBER BAGNERIS:  -- reviewed it with
10  you.  So we appreciate all the changes.  I can tell
11  there was a lot of work done to this.  So thank you.
12  And even more so, having this many board members in the
13  budget study session is very welcome.
14           Thank you.
15           MS. RICHARDS:  All right.  Last call,
16  everybody.  Last call.
17           COMMITTEE CHAIRPERSON PHAM:  Yeah.  I mean, I
18  just want to echo what Barbara said.  You know, really
19  happy with how the package turned out and, you know,
20  after reviewing it and seeing how everything progressed.
21  So really appreciate the time that everyone on the team
22  took to do the bottoms-up sort of approach and kind of
23  compiled this projection knowing how challenging it can
24  be and, you know, it's -- hopefully we're not -- you
25  know, we're -- I guess there's a saying.  It's like you
�
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 1  can't be completely right, but hopefully we're not
 2  completely wrong on the projections.
 3           So appreciate the time.
 4           MS. RICHARDS:  Good point.
 5           You know, we do our best effort to project
 6  revenue and project our expenses for the year.  We track
 7  the budget very carefully, and as you know, we report
 8  out on a monthly basis how we're doing.  And, you know,
 9  you have our commitment that if things change
10  significantly, the Board will know about that and we'll
11  make adjustments along the way.
12           So this is our best forecast at what things
13  will look like in 2022.  And we -- we think that
14  we've -- you know, we have hit the mark, and hopefully
15  the market will agree with that.
16           BOARD CHAIRPERSON LA BELLE:  My thanks to you,
17  Michele, and the entire staff for all your hard work.
18           I have been on the other side of the process
19  many times, and I know how challenging it is to put
20  these documents together.
21           And my specific thanks to Newton and Barbara
22  for their work on the Finance and Audit Committee, not
23  only in terms of the budget itself, but in terms of the
24  ongoing monitoring of the financial condition on a
25  monthly basis.
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 1           So thanks to everyone.
 2           MS. RICHARDS:  Okay.  Newton, that concludes
 3  our presentation.  I will turn it over to you.
 4           If there are any -- any other questions from
 5  the public or any -- anyone else?  Otherwise, we can
 6  close out the meeting.
 7           COMMITTEE CHAIRPERSON PHAM:  Yeah.  Yeah.  I
 8  already said what I would say.  So appreciate even the
 9  board members for being on here and, you know, ready to
10  adjourn the meeting.
11           MS. RICHARDS:  Very good.  Just one last
12  comment.
13           I want to thank staff, myself, as well.  They
14  all have worked very hard.  This is a team that takes
15  their budgets very, very seriously.  And you saw that in
16  the cost control measures, how that paid off for us in
17  2021.  So I know we can expect the same for 2022.  So
18  looks like you guys are off the hook for now, anyhow.
19  We'll see -- we'll see about the full Board meeting next
20  week.
21           But we do appreciate the committee and the
22  other board members that have been able to join us
23  this -- this evening, or this afternoon.
24  //
25  //
�
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 1           And we will -- I guess we will see you all next
 2  week at the Board meeting on the 18th.
 3           (Proceedings adjourned at 4:17 p.m.)
 4                          ---O0O---
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		420						LN		17		3		false		            3  approve field trips yet.				false

		421						LN		17		4		false		            4           So we're going to still hold Imaginology in				false

		422						LN		17		5		false		            5  person, but have it be a two-day event for students and				false
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		425						LN		17		8		false		            8  conservative capital projects budget, at least until the				false

		426						LN		17		9		false		            9  Board has decided on the strategic plan relative to the				false

		427						LN		17		10		false		           10  property and taking a look again at the master site				false

		428						LN		17		11		false		           11  plan, so we can make adjustments at that point.				false

		429						LN		17		12		false		           12           So that's the information coming out of 2021				false

		430						LN		17		13		false		           13  and building our budget for 2022.  So before I get into				false

		431						LN		17		14		false		           14  some details about the budget, I will pause there to see				false

		432						LN		17		15		false		           15  if anybody has any questions.				false

		433						LN		17		16		false		           16           (No response.)				false

		434						LN		17		17		false		           17           MS. RICHARDS:  Okay.  Hearing none, I will go				false

		435						LN		17		18		false		           18  ahead and continue.				false

		436						LN		17		19		false		           19           Let's look at labor first.  Boy, our labor				false

		437						LN		17		20		false		           20  budget.  We're seeing a $4.1 million increase in our				false

		438						LN		17		21		false		           21  overall labor budget compared to the 2021 budget, and				false
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		450						LN		18		7		false		            7  employees.  We are going to ask for the addition of two				false

		451						LN		18		8		false		            8  new civil service employees.  We have not added to our				false

		452						LN		18		9		false		            9  core staff since 2018, and it's time.				false
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		456						LN		18		13		false		           13  specialist.  With the drought upon us, it has become				false

		457						LN		18		14		false		           14  critically important that we manage our water resources				false

		458						LN		18		15		false		           15  and that our landscaping helps with that.  And so we				false

		459						LN		18		16		false		           16  would like to add a specialist to our staff.				false

		460						LN		18		17		false		           17           In addition, as we're moving away from more				false

		461						LN		18		18		false		           18  traditional print materials and print communications,				false
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		472						LN		19		3		false		            3  schedule many of our part-time, year-round event support				false

		473						LN		19		4		false		            4  staff.  We need them in full force now as our events are				false
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		477						LN		19		8		false		            8  quick.				false
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		480						LN		19		11		false		           11  comment on labor.  You know, I think this is -- this is				false

		481						LN		19		12		false		           12  one of the areas where it's kind of hard to pin down				false

		482						LN		19		13		false		           13  what the expenses and costs are going to be,				false

		483						LN		19		14		false		           14  considering, you know, how difficult it is to find, you				false

		484						LN		19		15		false		           15  know, part-time labor at minimum wage right now, at this				false

		485						LN		19		16		false		           16  point in time.  I don't know what it's going to look				false

		486						LN		19		17		false		           17  like a year from now.  But right now, I think the				false

		487						LN		19		18		false		           18  minimum accepted wage from a lot of people is much				false
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		504						LN		20		9		false		            9           And then what you are also seeing is, you know,				false
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		506						LN		20		11		false		           11  CPI, it's pretty old and archaic.  You know, if you look				false
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		516						LN		20		21		false		           21  people are going to return to the job market and maybe				false
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		518						LN		20		23		false		           23  know, you see it all over, especially with fast food				false

		519						LN		20		24		false		           24  restaurants; those lower wage earners are getting, you				false
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		523						LN		21		2		false		            2  lot of loyal, returning employees year after year, that				false
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		538						LN		21		17		false		           17  increase to keep up with competitive market rates.  We				false
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		541						LN		21		20		false		           20           So according our schedule, we're increasing the				false
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		543						LN		21		22		false		           22  $75 per day, depending on the size and location.				false
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		556						LN		22		9		false		            9  space for the entire 23-day run of the fair, depending				false
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		558						LN		22		11		false		           11           Again, if we applied that to full capacity, the				false
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		566						LN		22		19		false		           19           (No response.)				false
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		568						LN		22		21		false		           21  continue.				false

		569						LN		22		22		false		           22           Let's look at the big changes in the budget,				false
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		582						LN		23		9		false		            9  earn more interest revenue.				false
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		660						LN		26		9		false		            9  Farm to the public.  So those result in additional				false

		661						LN		26		10		false		           10  expenses.				false

		662						LN		26		11		false		           11           We're going to see an increase in utility				false

		663						LN		26		12		false		           12  expenses due to more usage of the property.				false

		664						LN		26		13		false		           13           We have built in the $50,000 that the Board has				false

		665						LN		26		14		false		           14  approved for our proposed public art project.				false

		666						LN		26		15		false		           15           We will see the return of some business travel.				false

		667						LN		26		16		false		           16  We had no business travel in 2021.  So I will review				false

		668						LN		26		17		false		           17  that in a few minutes.				false

		669						LN		26		18		false		           18           And we have also included a $30,000 allocation				false

		670						LN		26		19		false		           19  for employee training.  It's been a long time since we				false

		671						LN		26		20		false		           20  have invested in the growth and development of our				false

		672						LN		26		21		false		           21  employees.  We have kind of been in a survival mode for				false

		673						LN		26		22		false		           22  the last 18 months, so we want to introduce some				false

		674						LN		26		23		false		           23  employee training opportunities in 2022 for our				false

		675						LN		26		24		false		           24  employees.				false

		676						LN		26		25		false		           25           Now, what is helping on the expense side?				false

		677						PG		27		0		false		page 27				false

		678						LN		27		1		false		            1           Well, many of the expense cuts that we made in				false

		679						LN		27		2		false		            2  2021 will be carried over to 2022.  We learned how to do				false

		680						LN		27		3		false		            3  more with less.  We have become more efficient in many				false

		681						LN		27		4		false		            4  areas, and we plan to continue that trend in the new				false

		682						LN		27		5		false		            5  year.				false

		683						LN		27		6		false		            6           We're certainly going to see a reduction in				false

		684						LN		27		7		false		            7  unemployment fees as we're hiring everybody back.  They				false

		685						LN		27		8		false		            8  were very high in 2021.				false

		686						LN		27		9		false		            9           As we transition to more digital marketing				false

		687						LN		27		10		false		           10  assets rather than print, we'll see a reduction in those				false

		688						LN		27		11		false		           11  expenses as well.  And then of course eliminating the				false

		689						LN		27		12		false		           12  early fair opening hour will reduce costs along with the				false

		690						LN		27		13		false		           13  related labor that goes -- goes with that.				false

		691						LN		27		14		false		           14           So any questions at all on the expense side?				false

		692						LN		27		15		false		           15           SECRETARY ANGUS:  CEO Richards, I just wanted				false

		693						LN		27		16		false		           16  to note for the record that Director Aitken has joined				false

		694						LN		27		17		false		           17  us.				false

		695						LN		27		18		false		           18           MS. RICHARDS:  Oh.  Very good.  Very good.				false

		696						LN		27		19		false		           19           BOARD CHAIRPERSON LA BELLE:  Michele, this is				false

		697						LN		27		20		false		           20  Doug.				false

		698						LN		27		21		false		           21           In terms of the increased credit card fees, is				false

		699						LN		27		22		false		           22  there a dollar amount that you have estimated that's				false

		700						LN		27		23		false		           23  going to be?				false

		701						LN		27		24		false		           24           MS. RICHARDS:  Yes.  And that is based on				false

		702						LN		27		25		false		           25  actual credit card fees from this year.  It's about				false

		703						PG		28		0		false		page 28				false

		704						LN		28		1		false		            1  $800,000.				false

		705						LN		28		2		false		            2           BOARD CHAIRPERSON LA BELLE:  Thank you.				false

		706						LN		28		3		false		            3           MS. RICHARDS:  Okay.  Moving along.				false

		707						LN		28		4		false		            4           Let me talk about parking again real quick.				false

		708						LN		28		5		false		            5  Again, we are not asking for an increase in our parking				false

		709						LN		28		6		false		            6  fee.  It will remain at $10 for the fair and for				false

		710						LN		28		7		false		            7  year-round events.  But we are recommending that we				false

		711						LN		28		8		false		            8  begin charging for motorcycles to park in full --				false

		712						LN		28		9		false		            9  full-sized spots.				false

		713						LN		28		10		false		           10           We expect for our offsite parking lot expenses				false

		714						LN		28		11		false		           11  to be the same as 2021.  We were -- really, with the				false

		715						LN		28		12		false		           12  reduced ticket sales for the fair, we were able to				false

		716						LN		28		13		false		           13  manage our parking lots very well this year.				false

		717						LN		28		14		false		           14           In terms of fair admission, again, no increase				false

		718						LN		28		15		false		           15  in fair admission.  The budget is carrying an average				false

		719						LN		28		16		false		           16  ticket price of $10.87, and that's a blended rate of the				false

		720						LN		28		17		false		           17  current adult, senior, and youth admission.  It's based				false

		721						LN		28		18		false		           18  on 45,000 guests per day.  And we took the actual mix				false

		722						LN		28		19		false		           19  from this summer's fair of adult versus senior versus				false

		723						LN		28		20		false		           20  youth tickets, weekend, weekday; we used the same exact				false

		724						LN		28		21		false		           21  mix to build in our budget for fair admission.				false

		725						LN		28		22		false		           22           And, of course, the OC Fair is paying those --				false

		726						LN		28		23		false		           23  those Ticketmaster fees for the guests, so they don't --				false

		727						LN		28		24		false		           24  they won't see the extra fees.				false

		728						LN		28		25		false		           25           In terms of our travel, as I mentioned before,				false

		729						PG		29		0		false		page 29				false

		730						LN		29		1		false		            1  we did -- most of the conventions and conferences that				false

		731						LN		29		2		false		            2  we typically go to, or that we send our employees to,				false

		732						LN		29		3		false		            3  they were all held virtually this past year.  That's not				false

		733						LN		29		4		false		            4  the case for 2022.  We're seeing those conferences and				false

		734						LN		29		5		false		            5  conventions meeting in person.				false

		735						LN		29		6		false		            6           If you look on the right-hand side of this				false

		736						LN		29		7		false		            7  slide, this is a list of all of the states that are				false

		737						LN		29		8		false		            8  currently on the list that are banned from California				false

		738						LN		29		9		false		            9  State employees traveling to, to conduct business.				false

		739						LN		29		10		false		           10  There are 18 altogether.  We have checked our list of				false

		740						LN		29		11		false		           11  the conferences and conventions that our staff plans to				false

		741						LN		29		12		false		           12  attend this year, and all are in compliance with				false

		742						LN		29		13		false		           13  California state law.				false

		743						LN		29		14		false		           14           The Board, in the October Board meeting,				false

		744						LN		29		15		false		           15  previously approved staff traveling to the Western Fairs				false

		745						LN		29		16		false		           16  Association Convention in January, in Reno.				false

		746						LN		29		17		false		           17           Our year-round event staff utilized Ungerboeck				false

		747						LN		29		18		false		           18  software, USI.  Their annual conference is in St. Louis				false

		748						LN		29		19		false		           19  this year.  We will be sending a member of our staff to				false

		749						LN		29		20		false		           20  that conference.				false

		750						LN		29		21		false		           21           The California Fairs Alliance Fall Managers				false

		751						LN		29		22		false		           22  Conference will be held in November next year in				false

		752						LN		29		23		false		           23  Sacramento.				false

		753						LN		29		24		false		           24           Our creative services team, our in-house team,				false

		754						LN		29		25		false		           25  will be attending the Adobe Summit Conference and the				false

		755						PG		30		0		false		page 30				false

		756						LN		30		1		false		            1  HOW Design Conference.  That's in Las Vegas and Boston.				false

		757						LN		30		2		false		            2           We are sending members of our marketing team to				false

		758						LN		30		3		false		            3  the IEG Sponsorship Conference in Chicago.				false

		759						LN		30		4		false		            4           We will be attending the American Alliance of				false

		760						LN		30		5		false		            5  Museums Conference in Boston.				false

		761						LN		30		6		false		            6           And then, thankfully, the International				false

		762						LN		30		7		false		            7  Association of Fairs and Expositions, the management				false

		763						LN		30		8		false		            8  conference will be in Phoenix next year, and the				false

		764						LN		30		9		false		            9  international convention will be held in Indianapolis.				false

		765						LN		30		10		false		           10  And those are both locations that are not on the travel				false

		766						LN		30		11		false		           11  ban list.				false

		767						LN		30		12		false		           12           And then, of course, our compliance				false

		768						LN		30		13		false		           13  departments, like contracting, purchasing, human				false

		769						LN		30		14		false		           14  resources, there is mandatory state compliance training				false

		770						LN		30		15		false		           15  held throughout the year in Sacramento.  We have not yet				false

		771						LN		30		16		false		           16  heard if that will be held virtually, but we have built				false

		772						LN		30		17		false		           17  into the budget some travel just in case.				false

		773						LN		30		18		false		           18           So I think I will take another pause there to				false

		774						LN		30		19		false		           19  see if anyone has any questions.				false

		775						LN		30		20		false		           20           BOARD CHAIRPERSON LA BELLE:  Michele, this is				false

		776						LN		30		21		false		           21  Doug again.				false

		777						LN		30		22		false		           22           In terms of training, I know that the board				false

		778						LN		30		23		false		           23  members have certain mandatory training that we must				false

		779						LN		30		24		false		           24  complete.  We have.  I think we talked in the past.  I				false

		780						LN		30		25		false		           25  would like to consider or hopefully consider doing				false

		781						PG		31		0		false		page 31				false

		782						LN		31		1		false		            1  some -- some training at our facility here, in Costa				false

		783						LN		31		2		false		            2  Mesa, that could be bringing members from other fair				false

		784						LN		31		3		false		            3  boards and other fairs to our facility.  So to the				false

		785						LN		31		4		false		            4  extent we can look at training opportunities for				false

		786						LN		31		5		false		            5  multiple jurisdictions, I think that would be -- would				false

		787						LN		31		6		false		            6  be beneficial.				false

		788						LN		31		7		false		            7           MS. RICHARDS:  Very --				false

		789						LN		31		8		false		            8           BOARD CHAIRPERSON LA BELLE:  I fully support				false

		790						LN		31		9		false		            9  that.				false

		791						LN		31		10		false		           10           MS. RICHARDS:  Very nice.  Thank you, Doug.  I				false

		792						LN		31		11		false		           11  made a point of that.				false

		793						LN		31		12		false		           12           Okay.  Well, any other questions so far?				false

		794						LN		31		13		false		           13           (No response.)				false

		795						LN		31		14		false		           14           MS. RICHARDS:  Okay.  Hearing none, I'm going				false

		796						LN		31		15		false		           15  to turn things over to Ken Karns to walk you all through				false

		797						LN		31		16		false		           16  our capital budget for 2022.				false

		798						LN		31		17		false		           17           MR. KARNS:  Okay.  Thanks, Michele.  As Michele				false

		799						LN		31		18		false		           18  stated earlier, again, for 2022, we're taking a				false

		800						LN		31		19		false		           19  conservative approach, not quite as thumbs-down as 2021,				false

		801						LN		31		20		false		           20  but, again, a conservative approach in reviewing with				false

		802						LN		31		21		false		           21  our Facilities Committee.				false

		803						LN		31		22		false		           22           We can tackle this any way you would like.  I'm				false

		804						LN		31		23		false		           23  happy to go through every single item.				false

		805						LN		31		24		false		           24           Jerry, I believe, is on the line, and either				false

		806						LN		31		25		false		           25  one of us, happy to take any questions.  Or happy to do				false

		807						PG		32		0		false		page 32				false

		808						LN		32		1		false		            1  an overview of some of the -- some of the larger				false

		809						LN		32		2		false		            2  projects that we think will be of interest.				false

		810						LN		32		3		false		            3           So with that, what I can say is that we have				false

		811						LN		32		4		false		            4  five projects in capital expenditures, 17 in major				false

		812						LN		32		5		false		            5  expenditures, and nine in equipment.  And you will see				false

		813						LN		32		6		false		            6  those slides as we go through.				false

		814						LN		32		7		false		            7           Same approach as in the past several years				false

		815						LN		32		8		false		            8  where we look and ask for approval from the full Board				false

		816						LN		32		9		false		            9  for the fiscal year that we're looking at.  So 2022.				false

		817						LN		32		10		false		           10  But we do show a look ahead at some projects that are				false

		818						LN		32		11		false		           11  coming -- coming at us, '23/'24, just to have a snapshot				false

		819						LN		32		12		false		           12  for a look ahead.  But, again, when we approve the				false

		820						LN		32		13		false		           13  budget, it's only for the year 2022.				false

		821						LN		32		14		false		           14           So in our Cap X, what I will highlight is that				false

		822						LN		32		15		false		           15  we are going to carry forward, as shown earlier,				false

		823						LN		32		16		false		           16  $225,000 of the Lot G utility/electrical, and amalgamate				false

		824						LN		32		17		false		           17  it into the 2022 year with Lot G water and sewer				false

		825						LN		32		18		false		           18  utilities.  So Jerry, working with CCA, will put an				false

		826						LN		32		19		false		           19  entire project together.  And if timing works more in				false

		827						LN		32		20		false		           20  our favor in 2022, we look to get that -- that all done.				false

		828						LN		32		21		false		           21           I will stop there.  That's the big one that we				false

		829						LN		32		22		false		           22  wanted to lift up under our capital expenditures, but if				false

		830						LN		32		23		false		           23  there's any others that you would like us to speak to				false

		831						LN		32		24		false		           24  under capital expenditures -- there's only five -- I'm				false

		832						LN		32		25		false		           25  happy to take any questions on the other four under				false

		833						PG		33		0		false		page 33				false

		834						LN		33		1		false		            1  that.  That's a $700,000 total for 2022.				false

		835						LN		33		2		false		            2           BOARD CHAIRPERSON LA BELLE:  Ken, this is --				false

		836						LN		33		3		false		            3  this is Doug.				false

		837						LN		33		4		false		            4           Several months ago, the Heroes Hall Veterans				false

		838						LN		33		5		false		            5  Foundation received an excellent presentation from staff				false

		839						LN		33		6		false		            6  regarding the expansion of the Walk of Honor that's				false

		840						LN		33		7		false		            7  currently adjacent to the museum.				false

		841						LN		33		8		false		            8           Where does that particular project sit in terms				false

		842						LN		33		9		false		            9  of funding?  What year are you projecting that for				false

		843						LN		33		10		false		           10  completion?				false

		844						LN		33		11		false		           11           MR. KARNS:  So, Doug, so currently, we're				false

		845						LN		33		12		false		           12  budgeting $300,000.  We did not carry it in FY '22.  It				false

		846						LN		33		13		false		           13  could be '23 or '24.				false

		847						LN		33		14		false		           14           We have discussed with the staff and the team				false

		848						LN		33		15		false		           15  if it was the Board's will to bring it forward, and				false

		849						LN		33		16		false		           16  there was an appetite to take it on.  They are eager and				false

		850						LN		33		17		false		           17  happy and believe we could fit it in from a physical				false

		851						LN		33		18		false		           18  standpoint, from a workload standpoint, in 2022.				false

		852						LN		33		19		false		           19           And on the overall budget, the $2,065,000,				false

		853						LN		33		20		false		           20  adding another $300,000, we think we can accommodate it.				false

		854						LN		33		21		false		           21  So, again, if it is the will of the Board to bring that				false

		855						LN		33		22		false		           22  forward and tackle it in 2022, we would be more than				false

		856						LN		33		23		false		           23  happy to, Doug.				false

		857						LN		33		24		false		           24           BOARD CHAIRPERSON LA BELLE:  Ken, I would -- as				false

		858						LN		33		25		false		           25  one Board member, I would like to see it in 2022, for				false

		859						PG		34		0		false		page 34				false

		860						LN		34		1		false		            1  several reasons.  The foundation is to make a				false

		861						LN		34		2		false		            2  significant contribution towards the completion of the				false

		862						LN		34		3		false		            3  walkway; the final number yet to be determined.				false

		863						LN		34		4		false		            4           But I have spoken with the president of the				false

		864						LN		34		5		false		            5  foundation, Nick Berardino, and he has indicated that he				false

		865						LN		34		6		false		            6  will bring that forward to the foundation for their				false

		866						LN		34		7		false		            7  consideration.				false

		867						LN		34		8		false		            8           And, I guess, equally as important, we have				false

		868						LN		34		9		false		            9  approximately 20 individuals who meet the criteria for				false

		869						LN		34		10		false		           10  being included in the Walk of Honor on the property.  In				false

		870						LN		34		11		false		           11  other words, either a Distinguished Flying Cross or some				false

		871						LN		34		12		false		           12  other significant medal that they have received during				false

		872						LN		34		13		false		           13  their tours of combat.  So the sooner that we can				false

		873						LN		34		14		false		           14  obviously recognize those individuals, I think, as one				false

		874						LN		34		15		false		           15  board member, that would be certainly something that I				false

		875						LN		34		16		false		           16  would like to pursue.  Obviously, the Board will, you				false

		876						LN		34		17		false		           17  know, have its workshop and its hearing on the budget.				false

		877						LN		34		18		false		           18           But by the time -- certainly, by December, we				false

		878						LN		34		19		false		           19  should have a pretty precise number that the foundation				false

		879						LN		34		20		false		           20  is willing to -- to contribute.				false

		880						LN		34		21		false		           21           And, again, the foundation was very impressed				false

		881						LN		34		22		false		           22  with staff's presentation on the concept.  I know,				false

		882						LN		34		23		false		           23  obviously, it needs to go to working drawings, etc.,				false

		883						LN		34		24		false		           24  etc., but I think it would provide a fantastic addition				false

		884						LN		34		25		false		           25  to the whole Heroes Hall, the Veterans Museum, and the				false

		885						PG		35		0		false		page 35				false

		886						LN		35		1		false		            1  whole concept that we're trying to -- to continue to				false

		887						LN		35		2		false		            2  make happen.				false

		888						LN		35		3		false		            3           MR. KARNS:  So thank you for that, Doug.				false

		889						LN		35		4		false		            4           And I know there's several board members on.				false

		890						LN		35		5		false		            5  So I'm happy -- happy at the Board meeting next week,				false

		891						LN		35		6		false		            6  that we have that exact same discussion so it can be				false

		892						LN		35		7		false		            7  brought forward.				false

		893						LN		35		8		false		            8           Because it's a capital expenditure, and not a				false

		894						LN		35		9		false		            9  major expenditure, it doesn't affect our operating				false

		895						LN		35		10		false		           10  budget.  It's in -- it's in the capital.  So that's				false

		896						LN		35		11		false		           11  great.  And that's a project that the team would work				false

		897						LN		35		12		false		           12  with.				false

		898						LN		35		13		false		           13           You are correct, full working drawings, CCA,				false

		899						LN		35		14		false		           14  out to bid.  So, again, if that's the well work, we are				false

		900						LN		35		15		false		           15  more than happy to bring that forward.				false

		901						LN		35		16		false		           16           DIRECTOR RUBALCAVA-GARCIA:  I'm sorry.  This is				false

		902						LN		35		17		false		           17  Director Rubalcava-Garcia.				false

		903						LN		35		18		false		           18           Is that expenditure the $250,000 line item for				false

		904						LN		35		19		false		           19  2023?				false

		905						LN		35		20		false		           20           MR. KARNS:  It's $300,000 right now showing in				false

		906						LN		35		21		false		           21  2024.  It's at the very bottom.				false

		907						LN		35		22		false		           22           Michele, if you could bring your cursor down.				false

		908						LN		35		23		false		           23  Plaza Pacifica South Lawns -- serenity garden pathway at				false

		909						LN		35		24		false		           24  Skyhawk.  A little wordy, but just wanted to describe				false

		910						LN		35		25		false		           25  where it was.				false

		911						PG		36		0		false		page 36				false

		912						LN		36		1		false		            1           So basically from the bottom of the berm of the				false

		913						LN		36		2		false		            2  Skyhawk side of the berm of the Pacific Amphitheater,				false

		914						LN		36		3		false		            3  and it goes from Heroes Hall all the way over -- excuse				false

		915						LN		36		4		false		            4  me, all the way over and along to the restroom that is				false

		916						LN		36		5		false		            5  to the north.  And then really finishes off and				false

		917						LN		36		6		false		            6  complements the work we did with the Skyhawk and then				false

		918						LN		36		7		false		            7  the turf project.  And there's a really nice landscaped				false

		919						LN		36		8		false		            8  pathway.				false

		920						LN		36		9		false		            9           DIRECTOR RUBALCAVA-GARCIA:  Okay.				false

		921						LN		36		10		false		           10           And Chair La Belle, are you asking that it be				false

		922						LN		36		11		false		           11  put in 2022 or 2023?				false

		923						LN		36		12		false		           12           BOARD CHAIRPERSON LA BELLE:  Natalie, I would				false

		924						LN		36		13		false		           13  like to see it moved as far forward as we can.  I would				false

		925						LN		36		14		false		           14  like to see it moved to 2022 for the reasons that --				false

		926						LN		36		15		false		           15           DIRECTOR RUBALCAVA-GARCIA:  That you mentioned?				false

		927						LN		36		16		false		           16           BOARD CHAIRPERSON LA BELLE:  -- I just stated.				false

		928						LN		36		17		false		           17           DIRECTOR RUBALCAVA-GARCIA:  Yeah.  And I think				false

		929						LN		36		18		false		           18  it's a great expenditure.				false

		930						LN		36		19		false		           19           My concern is that it's a big -- a large amount				false

		931						LN		36		20		false		           20  of money.  And I know the foundation came forward and				false

		932						LN		36		21		false		           21  asked the Board to reduce their giving for next year.				false

		933						LN		36		22		false		           22           So I mean, if we reassess, you know, perhaps we				false

		934						LN		36		23		false		           23  could break it up into a couple of years, which would,				false

		935						LN		36		24		false		           24  you know, be something that I think if we can explore				false

		936						LN		36		25		false		           25  that opportunity, that would be great.  I think next				false

		937						PG		37		0		false		page 37				false

		938						LN		37		1		false		            1  year, they reduced their -- or, this year, to 25, and				false

		939						LN		37		2		false		            2  then we're going to assess it moving forward.				false

		940						LN		37		3		false		            3           But that would just be my recommendation is				false

		941						LN		37		4		false		            4  look and see if we can break it up over time.  Or is				false

		942						LN		37		5		false		            5  this $300,000 that we have to spend all at once?				false

		943						LN		37		6		false		            6           BOARD CHAIRPERSON LA BELLE:  Well, you are				false

		944						LN		37		7		false		            7  correct, Natalie, that the foundation's commitment has				false

		945						LN		37		8		false		            8  been reduced for the one year to 25.  The foundation				false

		946						LN		37		9		false		            9  does have a significant existing balance due to earlier				false

		947						LN		37		10		false		           10  fundraising efforts.  And I think the foundation				false

		948						LN		37		11		false		           11  president is looking to ask for the foundation to tap				false

		949						LN		37		12		false		           12  into that existing balance to significantly contribute				false

		950						LN		37		13		false		           13  to doing the project sooner rather than later.				false

		951						LN		37		14		false		           14           DIRECTOR RUBALCAVA-GARCIA:  So it wouldn't				false

		952						LN		37		15		false		           15  necessarily be a capital expense for the fair if it's				false

		953						LN		37		16		false		           16  going to be paid for by the foundation?  I'm just				false

		954						LN		37		17		false		           17  wondering if it's in the right place.				false

		955						LN		37		18		false		           18           BOARD CHAIRPERSON LA BELLE:  I don't think				false

		956						LN		37		19		false		           19  "significant" means that the foundation would contribute				false

		957						LN		37		20		false		           20  the entire amount for the project.  But they would				false

		958						LN		37		21		false		           21  contribute a significant amount that would help reduce				false

		959						LN		37		22		false		           22  the $300,000 to some yet-determined number that would				false

		960						LN		37		23		false		           23  enable the expansion of the Walkway of Honor to enable				false

		961						LN		37		24		false		           24  individuals that meet the criteria for being recognized				false

		962						LN		37		25		false		           25  on the Walk, to be done sooner rather than later.				false

		963						PG		38		0		false		page 38				false

		964						LN		38		1		false		            1           DIRECTOR RUBALCAVA-GARCIA:  Perfect.				false

		965						LN		38		2		false		            2           And you, Doug -- I mean, this is just one				false

		966						LN		38		3		false		            3  request from one board member.  If we can get an				false

		967						LN		38		4		false		            4  assessment of what that figure might be, it might give				false

		968						LN		38		5		false		            5  the Board more -- more information to, you know,				false

		969						LN		38		6		false		            6  determine whether or not it can be prioritized sooner				false

		970						LN		38		7		false		            7  than 2024.				false

		971						LN		38		8		false		            8           COMMITTEE MEMBER BAGNERIS:  Yeah.  I was going				false

		972						LN		38		9		false		            9  to say, Chair La Belle -- this is Director Bagneris.  I				false

		973						LN		38		10		false		           10  wouldn't bring it to us until we actually know that				false

		974						LN		38		11		false		           11  number, and then we can make the right decision at that				false

		975						LN		38		12		false		           12  time.				false

		976						LN		38		13		false		           13           BOARD CHAIRPERSON LA BELLE:  I agree with both				false

		977						LN		38		14		false		           14  of those thoughts, Barbara and Natalie.  And I will				false

		978						LN		38		15		false		           15  convey that to the foundation and urge them to make a				false

		979						LN		38		16		false		           16  decision sooner rather than later, so that can be				false

		980						LN		38		17		false		           17  plugged into the formula for whether we want, as a				false

		981						LN		38		18		false		           18  Board, to move it up one year or two years.				false

		982						LN		38		19		false		           19           So I will certainly convey that thought, and				false

		983						LN		38		20		false		           20  hopefully, if not by the Board meeting on the 18th, but				false

		984						LN		38		21		false		           21  certainly by the December Board meeting, I would expect				false

		985						LN		38		22		false		           22  that there would be a decision made by the foundation.				false

		986						LN		38		23		false		           23  And I would urge them to do that.				false

		987						LN		38		24		false		           24           MS. RICHARDS:  Okay.  What I think I'm hearing				false

		988						LN		38		25		false		           25  is that we will -- we will leave it as is, pending				false

		989						PG		39		0		false		page 39				false

		990						LN		39		1		false		            1  further information from the foundation, and then the				false

		991						LN		39		2		false		            2  Board can continue that discussion.  Since this is just				false

		992						LN		39		3		false		            3  a committee meeting, we will continue this discussion				false

		993						LN		39		4		false		            4  during the November Board meeting.				false

		994						LN		39		5		false		            5           Okay.  Ken, did you want to focus on anything				false

		995						LN		39		6		false		            6  in particular for major expenditures or equipment?				false

		996						LN		39		7		false		            7           MR. KARNS:  Sure.				false

		997						LN		39		8		false		            8           So, again, like in years past, we -- as we				false

		998						LN		39		9		false		            9  gather all -- all the input from all the areas, and we				false

		999						LN		39		10		false		           10  keep this forever list going, we look at things that				false

		1000						LN		39		11		false		           11  are in -- provide cost savings or bring enhancement or				false

		1001						LN		39		12		false		           12  revenue generating or safety and risk management.  So				false

		1002						LN		39		13		false		           13  that -- we haven't swayed from some of those categories.				false

		1003						LN		39		14		false		           14           What I will highlight, on this list of 17				false

		1004						LN		39		15		false		           15  projects, under "Major Expenditures," are things that				false

		1005						LN		39		16		false		           16  are tied to the -- to our environmental commitment and				false

		1006						LN		39		17		false		           17  things that are tied to security and safety.				false

		1007						LN		39		18		false		           18           But, first off, obviously we have a new brand.				false

		1008						LN		39		19		false		           19  We have some perimeter signs.  This is not all				false

		1009						LN		39		20		false		           20  encompassing, but a few of our major signs at our				false

		1010						LN		39		21		false		           21  outward corners, our main gate at Gate 1, the main sign				false

		1011						LN		39		22		false		           22  on our administration building.  We may not be able to				false

		1012						LN		39		23		false		           23  get them all changed with this allowance, but we have				false

		1013						LN		39		24		false		           24  put some monies to start tackling our major signs and				false

		1014						LN		39		25		false		           25  doing some changes in 2022.  And we will likely see some				false

		1015						PG		40		0		false		page 40				false

		1016						LN		40		1		false		            1  additionals in future years.  But we will do as much as				false

		1017						LN		40		2		false		            2  we can with that $50,000.				false

		1018						LN		40		3		false		            3           Under the environmental, down a few, you will				false

		1019						LN		40		4		false		            4  see a Storm Water Full Capture System Phase 1.  This is				false

		1020						LN		40		5		false		            5  the introduction of a capture system that will aid us in				false

		1021						LN		40		6		false		            6  preventing items from getting into the storm water				false

		1022						LN		40		7		false		            7  system.				false

		1023						LN		40		8		false		            8           Below that, we have our vestibule doors and				false

		1024						LN		40		9		false		            9  building entrances.  That's tied to security and safety.				false

		1025						LN		40		10		false		           10  Some years ago, the fire marshal had -- the facilities				false

		1026						LN		40		11		false		           11  have to remove what were internal security shutters that				false

		1027						LN		40		12		false		           12  were used for years, because it blocked exiting at the				false

		1028						LN		40		13		false		           13  end of the night.				false

		1029						LN		40		14		false		           14           What we really do is we keep outer doors open				false

		1030						LN		40		15		false		           15  and have a vestibule so there's access to restrooms from				false

		1031						LN		40		16		false		           16  the outside.  With the removal of the shutters, that				false

		1032						LN		40		17		false		           17  created some security issues for our buildings and				false

		1033						LN		40		18		false		           18  increased labor.				false

		1034						LN		40		19		false		           19           We think we can start tackling putting in some				false

		1035						LN		40		20		false		           20  interior vestibule systems that still allows panic out				false

		1036						LN		40		21		false		           21  when the buildings are closed, if there happens to be				false

		1037						LN		40		22		false		           22  people working in there.  So that one is tied to our				false

		1038						LN		40		23		false		           23  security -- safety and security.				false

		1039						LN		40		24		false		           24           Also on that, our all-grounds wifi, our				false

		1040						LN		40		25		false		           25  all-grounds PA, and our surveillance system upgrades,				false

		1041						PG		41		0		false		page 41				false

		1042						LN		41		1		false		            1  we're continuing, with all three of those, all necessary				false

		1043						LN		41		2		false		            2  to our continued improvements of some of our older				false

		1044						LN		41		3		false		            3  systems, to be able to effectively have wifi, have a PA				false

		1045						LN		41		4		false		            4  system where we can communicate effectively, and our				false

		1046						LN		41		5		false		            5  surveillance system.  So we're continuing on that.				false

		1047						LN		41		6		false		            6           Again, I will stop there.				false

		1048						LN		41		7		false		            7           Happy to delve into any others of the 17.				false

		1049						LN		41		8		false		            8  That's $409,000 of major expenditures, and that -- that				false

		1050						LN		41		9		false		            9  number is carried in our operating line.  There's 17				false

		1051						LN		41		10		false		           10  projects proposed for '22.				false

		1052						LN		41		11		false		           11           Happy to answer any questions.				false

		1053						LN		41		12		false		           12           And if none, we will move on to the third				false

		1054						LN		41		13		false		           13  category, which is "Equipment."				false

		1055						LN		41		14		false		           14           This year, nine pieces of equipment.  The first				false

		1056						LN		41		15		false		           15  one I will lift up is our Hangar projector.  We have				false

		1057						LN		41		16		false		           16  some really old data projectors.  I would say we're				false

		1058						LN		41		17		false		           17  holding them together with bubble gum and twine and duct				false

		1059						LN		41		18		false		           18  tape, and that will have a real negative effect on our				false

		1060						LN		41		19		false		           19  Hangar programming if we don't replace the projector.				false

		1061						LN		41		20		false		           20  So we have allocated some money there.				false

		1062						LN		41		21		false		           21           Tied to environment, the first item, the -- our				false

		1063						LN		41		22		false		           22  tractor is a John Deere tractor.  The Air Quality				false

		1064						LN		41		23		false		           23  Management District, per the rules and regulations, we				false

		1065						LN		41		24		false		           24  need to replace and upgrade that old tractor, so we are				false

		1066						LN		41		25		false		           25  going to do that.				false

		1067						PG		42		0		false		page 42				false

		1068						LN		42		1		false		            1           And now you will see a big number.  Aerobic				false

		1069						LN		42		2		false		            2  digester.  And that is not for me to get better				false

		1070						LN		42		3		false		            3  exercise.  That is for us to reach a goal of diverting				false

		1071						LN		42		4		false		            4  up to 75 percent of our waste from landfill and be able				false

		1072						LN		42		5		false		            5  to handle our organics in a meaningful way.  So the team				false

		1073						LN		42		6		false		            6  is researching the development and installation of an				false

		1074						LN		42		7		false		            7  aerobic digester on our property to deal with all our				false

		1075						LN		42		8		false		            8  food waste, all our organic waste, turn that into				false

		1076						LN		42		9		false		            9  compost or pellets or something reusable.				false

		1077						LN		42		10		false		           10           The current California legislation, believe it				false

		1078						LN		42		11		false		           11  or not, does allow all that to be liquified and sent				false

		1079						LN		42		12		false		           12  down the drain.  We would like to do something better.				false

		1080						LN		42		13		false		           13  We would like to turn that product into something				false

		1081						LN		42		14		false		           14  reusable.				false

		1082						LN		42		15		false		           15           So with this, we would have to get approval to				false

		1083						LN		42		16		false		           16  be able to do that, but we believe that is something				false

		1084						LN		42		17		false		           17  worth pursuing, so we have allocated $250,000 to pursue				false

		1085						LN		42		18		false		           18  that project.				false

		1086						LN		42		19		false		           19           And the last one I will lift up on some savings				false

		1087						LN		42		20		false		           20  is, the team would like to tackle building a couple of				false

		1088						LN		42		21		false		           21  our own portable restrooms for use at fair time and				false

		1089						LN		42		22		false		           22  year-round.  With the size of the fair, our current				false

		1090						LN		42		23		false		           23  restrooms that we have, our current Midway Walk				false

		1091						LN		42		24		false		           24  restrooms and building restrooms, we -- aren't adequate				false

		1092						LN		42		25		false		           25  for the coverage we need.				false

		1093						PG		43		0		false		page 43				false

		1094						LN		43		1		false		            1           We spend a considerable amount of money each				false

		1095						LN		43		2		false		            2  year in renting restrooms.  Those costs continue to grow				false

		1096						LN		43		3		false		            3  every year.  So we would like to start building our own,				false

		1097						LN		43		4		false		            4  having some inventory in-house to defer rental costs and				false

		1098						LN		43		5		false		            5  to be more flexible.  So we think we can take some				false

		1099						LN		43		6		false		            6  shipping containers and retrofit them and turn them into				false

		1100						LN		43		7		false		            7  some really nice restrooms, and we want to give that a				false

		1101						LN		43		8		false		            8  try, see how that does for us, and continue on that				false

		1102						LN		43		9		false		            9  diversion of some ongoing rent.				false

		1103						LN		43		10		false		           10           So before I summarize, I'm happy to answer any				false

		1104						LN		43		11		false		           11  questions on equipment.				false

		1105						LN		43		12		false		           12           (No response.)				false

		1106						LN		43		13		false		           13           MR. KARNS:  Okay.  So that's $631,000.				false

		1107						LN		43		14		false		           14           That gives us a capital budget of $1,740,000				false

		1108						LN		43		15		false		           15  currently.  A small contingency this year of a hundred				false

		1109						LN		43		16		false		           16  thousand of things that may come up.  And, again,				false

		1110						LN		43		17		false		           17  anything over 50, we come back to the full Board.  For a				false

		1111						LN		43		18		false		           18  Cap X budget of 1.84.  A carry-forward of 225.  So,				false

		1112						LN		43		19		false		           19  currently, $2,065,000, with a $300,000 expenditure for				false

		1113						LN		43		20		false		           20  discussion at the full Board meeting, along with this.				false

		1114						LN		43		21		false		           21  So a potential of 2.365.  Not back to industry standard				false

		1115						LN		43		22		false		           22  of full capital allowance.  So, again, it is a				false

		1116						LN		43		23		false		           23  conservative approach from handling our money, but also				false

		1117						LN		43		24		false		           24  from the point that we think that we can get this done				false

		1118						LN		43		25		false		           25  in the -- in the upcoming year.				false

		1119						PG		44		0		false		page 44				false

		1120						LN		44		1		false		            1           So with that, I'm happy to answer any final				false

		1121						LN		44		2		false		            2  questions or turn it back over to Michele.				false

		1122						LN		44		3		false		            3           (No response.)				false

		1123						LN		44		4		false		            4           MS. RICHARDS:  All right.  Hearing none, we				false

		1124						LN		44		5		false		            5  have got a few more items to include, and then we will				false

		1125						LN		44		6		false		            6  see how this budget rolls up for 2022.				false

		1126						LN		44		7		false		            7           Board Policy 4.05.02 authorizes the CEO to sign				false

		1127						LN		44		8		false		            8  for purchase commitments of $50,000 or less and to				false

		1128						LN		44		9		false		            9  execute talent guarantees of $400,000 or less.  Exempt				false

		1129						LN		44		10		false		           10  from this policy are payments for utilities, CAL-Card				false

		1130						LN		44		11		false		           11  expenditures, insurance, payroll, or state-mandated				false

		1131						LN		44		12		false		           12  services, or anything else the Board authorizes as part				false

		1132						LN		44		13		false		           13  of the annual budget.				false

		1133						LN		44		14		false		           14           Now, included in that authorization are any				false

		1134						LN		44		15		false		           15  other expenses that are listed on this spreadsheet,				false

		1135						LN		44		16		false		           16  which we call the Over $50,000 Expenditure Budget				false

		1136						LN		44		17		false		           17  Schedule.  And this year, it includes any sales and use				false

		1137						LN		44		18		false		           18  tax from the Board of Equalization, fees from the state				false

		1138						LN		44		19		false		           19  fire marshal, attorney services through our				false

		1139						LN		44		20		false		           20  representatives at the Department of Justice,				false

		1140						LN		44		21		false		           21  any nonresident withholding remittance from the				false

		1141						LN		44		22		false		           22  Franchise Tax Board, or any unemployment fees.				false

		1142						LN		44		23		false		           23           So as a matter of course, every year we include				false

		1143						LN		44		24		false		           24  this list of any anticipated fees that we think will				false

		1144						LN		44		25		false		           25  exceed that $50,000, so that the Board can authorize				false
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		1146						LN		45		1		false		            1  those mandatory payments as part of the budget.				false

		1147						LN		45		2		false		            2           All right.  We also want to include, for the				false

		1148						LN		45		3		false		            3  Board's knowledge, any RFPs or IFBs, which are informal				false

		1149						LN		45		4		false		            4  bids, that we plan to release in 2022.  There are --				false

		1150						LN		45		5		false		            5  they are all operational.				false

		1151						LN		45		6		false		            6           In January, there will be three released for				false

		1152						LN		45		7		false		            7  decorative lights rental, shower rental, and restroom				false

		1153						LN		45		8		false		            8  trailer rental.				false

		1154						LN		45		9		false		            9           And then in September, audio equipment for the				false

		1155						LN		45		10		false		           10  Pacific Amphitheater; lighting, staging, and production				false

		1156						LN		45		11		false		           11  for the Hangar and Action Sports Arena; and then				false

		1157						LN		45		12		false		           12  lighting for the Pacific Amphitheater.  So those are				false

		1158						LN		45		13		false		           13  RFPs that we plan to release, and those budget amounts				false

		1159						LN		45		14		false		           14  are all included in the -- this year's budget.				false

		1160						LN		45		15		false		           15           So let's see -- see how this all rolls up.				false

		1161						LN		45		16		false		           16           In this year's budget, we are proposing revenue				false

		1162						LN		45		17		false		           17  from the fair of $49,904,892.				false

		1163						LN		45		18		false		           18           Revenue from our year-round events program to				false

		1164						LN		45		19		false		           19  be $7,688,106.				false

		1165						LN		45		20		false		           20           Our nonoperating revenue of $225,600.				false

		1166						LN		45		21		false		           21           For a total revenue of $53.8 million.				false

		1167						LN		45		22		false		           22           On the expense side, we're looking at operating				false

		1168						LN		45		23		false		           23  expenses of $43,582,308, with nonoperating expenses of				false

		1169						LN		45		24		false		           24  $4.25 million.  That includes depreciation, major				false

		1170						LN		45		25		false		           25  projects, and the net pension adjustment from GASB 68				false

		1171						PG		46		0		false		page 46				false

		1172						LN		46		1		false		            1  and GASB 75.				false

		1173						LN		46		2		false		            2           So total expenses of $47.8 million.  That gives				false

		1174						LN		46		3		false		            3  us net proceeds of $5,987,288.				false

		1175						LN		46		4		false		            4           If we adjust our bottom line, to include only				false

		1176						LN		46		5		false		            5  cash-based net proceeds, or EBITA -- not sure how many				false

		1177						LN		46		6		false		            6  people are familiar with that -- that's earnings before				false

		1178						LN		46		7		false		            7  interest, taxes, depreciation, and amortization -- that				false

		1179						LN		46		8		false		            8  bottom line comes to $9,827,290.  Okay.				false

		1180						LN		46		9		false		            9           So I will stop there to see if there are any				false

		1181						LN		46		10		false		           10  specific questions related to the roll-up or any detail				false

		1182						LN		46		11		false		           11  questions within any of the budgets, individual				false

		1183						LN		46		12		false		           12  department budgets.				false

		1184						LN		46		13		false		           13           BOARD CHAIRPERSON LA BELLE:  Michele, this is				false

		1185						LN		46		14		false		           14  Doug.				false

		1186						LN		46		15		false		           15           Could you go back to the slide that identifies				false

		1187						LN		46		16		false		           16  your signing authority in the amount of contracts up to				false

		1188						LN		46		17		false		           17  entertainment.				false

		1189						LN		46		18		false		           18           MS. RICHARDS:  Yes.  Right here.				false

		1190						LN		46		19		false		           19           BOARD CHAIRPERSON LA BELLE:  My question is, in				false

		1191						LN		46		20		false		           20  terms of the RFP process that we require -- we are				false

		1192						LN		46		21		false		           21  required to go through to, I guess, meet General				false

		1193						LN		46		22		false		           22  Services requirements, what is the amount that we are				false

		1194						LN		46		23		false		           23  required to -- in spite of your signing authority, the				false

		1195						LN		46		24		false		           24  amount you are required to go through to get an RFP?				false

		1196						LN		46		25		false		           25  It's less than the $50,000, isn't it?				false
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		1198						LN		47		1		false		            1           MS. RICHARDS:  Well, yes.  If -- it depends on,				false

		1199						LN		47		2		false		            2  you know, the purchase or a service.  It's -- it's				false

		1200						LN		47		3		false		            3  generally over $10,000 is required -- that there's a				false

		1201						LN		47		4		false		            4  requirement for competitive bidding through an RFP				false

		1202						LN		47		5		false		            5  process.				false

		1203						LN		47		6		false		            6           BOARD CHAIRPERSON LA BELLE:  Now, General				false

		1204						LN		47		7		false		            7  Services has some pretty specific requirements relative				false

		1205						LN		47		8		false		            8  to RFPs, as I recall, from various experiences we have				false

		1206						LN		47		9		false		            9  gone through.				false

		1207						LN		47		10		false		           10           Is that in the law or is that just				false

		1208						LN		47		11		false		           11  administrative requirements that General Services has				false

		1209						LN		47		12		false		           12  established?				false

		1210						LN		47		13		false		           13           MS. RICHARDS:  Oh, good question, Doug.  I				false

		1211						LN		47		14		false		           14  don't know offhand if it's part of Government Code or,				false

		1212						LN		47		15		false		           15  you know, CDFA Code.  But, certainly, administrative				false

		1213						LN		47		16		false		           16  requirements in contracting and purchasing requirements				false

		1214						LN		47		17		false		           17  through the State.				false

		1215						LN		47		18		false		           18           BOARD CHAIRPERSON LA BELLE:  Now, obviously, I				false

		1216						LN		47		19		false		           19  fully support making sure we do competitive bidding and				false

		1217						LN		47		20		false		           20  getting proposals, etc., etc.  But I would like to see,				false

		1218						LN		47		21		false		           21  to the extent we can, to increase your flexibility				false

		1219						LN		47		22		false		           22  within that 50,000 to -- because obviously, you know,				false

		1220						LN		47		23		false		           23  every time you go out to an RFP and you put this, you				false

		1221						LN		47		24		false		           24  know, 40-page proposal together, there's certainly not				false

		1222						LN		47		25		false		           25  only a cost in putting it together, but there's a cost				false
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		1224						LN		48		1		false		            1  associated with -- with scoring it, etc., etc.				false

		1225						LN		48		2		false		            2           So I would like to kind of get a little better				false

		1226						LN		48		3		false		            3  handle, not as a part of this, necessarily, but a				false

		1227						LN		48		4		false		            4  little -- a little better handle as to what specifically				false

		1228						LN		48		5		false		            5  you and, correspondingly, the Board has the ability to				false

		1229						LN		48		6		false		            6  do within those contract limits.				false

		1230						LN		48		7		false		            7           MS. RICHARDS:  Um-hmm.				false

		1231						LN		48		8		false		            8           BOARD CHAIRPERSON LA BELLE:  If that makes				false

		1232						LN		48		9		false		            9  sense.				false

		1233						LN		48		10		false		           10           MS. RICHARDS:  Yes.  It does.				false

		1234						LN		48		11		false		           11           I will do a little research to find out what				false

		1235						LN		48		12		false		           12  the source of that 50,000, if that's, you know, a part				false

		1236						LN		48		13		false		           13  of the contracting code, or if that's -- I do know that				false

		1237						LN		48		14		false		           14  it's by Board policy.  And I -- and generally, the Board				false

		1238						LN		48		15		false		           15  policy follows the -- you know, the State guidelines.				false

		1239						LN		48		16		false		           16           But before the Board meeting, I will research				false

		1240						LN		48		17		false		           17  that, and if you want to, you know, bring that up again				false

		1241						LN		48		18		false		           18  next week at the Board meeting, I will have more				false

		1242						LN		48		19		false		           19  specific information.				false

		1243						LN		48		20		false		           20           BOARD CHAIRPERSON LA BELLE:  Thanks, Michele.				false

		1244						LN		48		21		false		           21           I'm very comfortable with the $50,000.  But the				false

		1245						LN		48		22		false		           22  $10,000 requirement for RFPs, that throws it into				false

		1246						LN		48		23		false		           23  another set of administrative challenges that can, you				false

		1247						LN		48		24		false		           24  know, obviously encumber your ability to act when you				false

		1248						LN		48		25		false		           25  need to act.				false
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		1250						LN		49		1		false		            1           MS. RICHARDS:  Yeah.				false

		1251						LN		49		2		false		            2           BOARD CHAIRPERSON LA BELLE:  And I would like				false

		1252						LN		49		3		false		            3  to see the CEO having the maximum flexibility to do				false

		1253						LN		49		4		false		            4  that.  And, obviously, even if -- without the RFP				false

		1254						LN		49		5		false		            5  requirement, you are going to, you know, get proposals				false

		1255						LN		49		6		false		            6  from competing firms.				false

		1256						LN		49		7		false		            7           MS. RICHARDS:  That's right.				false

		1257						LN		49		8		false		            8           BOARD CHAIRPERSON LA BELLE:  So on and so				false

		1258						LN		49		9		false		            9  forth.				false

		1259						LN		49		10		false		           10           I just -- I just think we can maybe have the				false

		1260						LN		49		11		false		           11  potential to reduce the bureaucracy a little bit, for				false

		1261						LN		49		12		false		           12  lack of a better term.				false

		1262						LN		49		13		false		           13           MS. RICHARDS:  You are trying to make my job,				false

		1263						LN		49		14		false		           14  easier, Doug?				false

		1264						LN		49		15		false		           15           BOARD CHAIRPERSON LA BELLE:  Absolutely.				false

		1265						LN		49		16		false		           16           MS. RICHARDS:  I appreciate that.				false

		1266						LN		49		17		false		           17           And, you know, there are -- there are different				false

		1267						LN		49		18		false		           18  limits and processes related to goods versus services;				false

		1268						LN		49		19		false		           19  and, you know, does it require an informal bid or a full				false

		1269						LN		49		20		false		           20  RFP.				false

		1270						LN		49		21		false		           21           So, yes, certainly anything we can do to, you				false

		1271						LN		49		22		false		           22  know, reduce that -- the process-laden work that we have				false

		1272						LN		49		23		false		           23  to do would be appreciated.  But I will have all those				false

		1273						LN		49		24		false		           24  limits confirmed before the Board meeting.				false

		1274						LN		49		25		false		           25           BOARD CHAIRPERSON LA BELLE:  Thanks, Michele.				false
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		1276						LN		50		1		false		            1           MS. RICHARDS:  Sure.				false

		1277						LN		50		2		false		            2           Okay.  One last spreadsheet to show you, and				false

		1278						LN		50		3		false		            3  then I will open it up for more questions.				false

		1279						LN		50		4		false		            4           Each year, we take from the budget those				false

		1280						LN		50		5		false		            5  revenue items and expense items that are devoted				false

		1281						LN		50		6		false		            6  specifically to the fair so that we can get a good idea				false

		1282						LN		50		7		false		            7  of what a projected fair P&L would be.				false

		1283						LN		50		8		false		            8           And once again, for 2022, using that model of				false

		1284						LN		50		9		false		            9  controlled attendance at the fair, we are projecting				false

		1285						LN		50		10		false		           10  revenue of over $46 million against expenses of				false

		1286						LN		50		11		false		           11  $23.5 million, for projected net proceeds from the fair				false

		1287						LN		50		12		false		           12  alone to be $22.5 million.				false

		1288						LN		50		13		false		           13           You can see how much the fair contributes to				false

		1289						LN		50		14		false		           14  our overall operations year round.  The fair supports a				false

		1290						LN		50		15		false		           15  lot of overhead for the OC Fair & Events Center each				false

		1291						LN		50		16		false		           16  year.  And we were very, very pleased of the performance				false

		1292						LN		50		17		false		           17  of the fair in 2021.  And this is what we are projecting				false

		1293						LN		50		18		false		           18  for 2022 as well.				false

		1294						LN		50		19		false		           19           Okay.  So I will open it up.  And let me tell				false

		1295						LN		50		20		false		           20  you, our staff has worked very, very hard on their				false

		1296						LN		50		21		false		           21  individual budgets, and I know they would all be really				false

		1297						LN		50		22		false		           22  disappointed if somebody didn't ask a specific question.				false

		1298						LN		50		23		false		           23  So we're happy to answer any questions that the Board				false

		1299						LN		50		24		false		           24  has.				false
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		1302						LN		51		1		false		            1  Bagneris.				false

		1303						LN		51		2		false		            2           I would have to say, you explained this all so				false

		1304						LN		51		3		false		            3  well and you gave us time to throughly look and absorb				false

		1305						LN		51		4		false		            4  it, that we may not have individual questions.				false

		1306						LN		51		5		false		            5           But I do want to thank you for this package,				false

		1307						LN		51		6		false		            6  because, I mean, it's even better than we had last week				false

		1308						LN		51		7		false		            7  when Newton and I --				false

		1309						LN		51		8		false		            8           MS. RICHARDS:  Yes.				false

		1310						LN		51		9		false		            9           COMMITTEE MEMBER BAGNERIS:  -- reviewed it with				false

		1311						LN		51		10		false		           10  you.  So we appreciate all the changes.  I can tell				false

		1312						LN		51		11		false		           11  there was a lot of work done to this.  So thank you.				false

		1313						LN		51		12		false		           12  And even more so, having this many board members in the				false

		1314						LN		51		13		false		           13  budget study session is very welcome.				false

		1315						LN		51		14		false		           14           Thank you.				false

		1316						LN		51		15		false		           15           MS. RICHARDS:  All right.  Last call,				false

		1317						LN		51		16		false		           16  everybody.  Last call.				false

		1318						LN		51		17		false		           17           COMMITTEE CHAIRPERSON PHAM:  Yeah.  I mean, I				false

		1319						LN		51		18		false		           18  just want to echo what Barbara said.  You know, really				false

		1320						LN		51		19		false		           19  happy with how the package turned out and, you know,				false

		1321						LN		51		20		false		           20  after reviewing it and seeing how everything progressed.				false

		1322						LN		51		21		false		           21  So really appreciate the time that everyone on the team				false

		1323						LN		51		22		false		           22  took to do the bottoms-up sort of approach and kind of				false

		1324						LN		51		23		false		           23  compiled this projection knowing how challenging it can				false

		1325						LN		51		24		false		           24  be and, you know, it's -- hopefully we're not -- you				false

		1326						LN		51		25		false		           25  know, we're -- I guess there's a saying.  It's like you				false
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		1328						LN		52		1		false		            1  can't be completely right, but hopefully we're not				false

		1329						LN		52		2		false		            2  completely wrong on the projections.				false

		1330						LN		52		3		false		            3           So appreciate the time.				false

		1331						LN		52		4		false		            4           MS. RICHARDS:  Good point.				false

		1332						LN		52		5		false		            5           You know, we do our best effort to project				false

		1333						LN		52		6		false		            6  revenue and project our expenses for the year.  We track				false

		1334						LN		52		7		false		            7  the budget very carefully, and as you know, we report				false

		1335						LN		52		8		false		            8  out on a monthly basis how we're doing.  And, you know,				false

		1336						LN		52		9		false		            9  you have our commitment that if things change				false

		1337						LN		52		10		false		           10  significantly, the Board will know about that and we'll				false

		1338						LN		52		11		false		           11  make adjustments along the way.				false

		1339						LN		52		12		false		           12           So this is our best forecast at what things				false

		1340						LN		52		13		false		           13  will look like in 2022.  And we -- we think that				false

		1341						LN		52		14		false		           14  we've -- you know, we have hit the mark, and hopefully				false

		1342						LN		52		15		false		           15  the market will agree with that.				false

		1343						LN		52		16		false		           16           BOARD CHAIRPERSON LA BELLE:  My thanks to you,				false

		1344						LN		52		17		false		           17  Michele, and the entire staff for all your hard work.				false

		1345						LN		52		18		false		           18           I have been on the other side of the process				false

		1346						LN		52		19		false		           19  many times, and I know how challenging it is to put				false

		1347						LN		52		20		false		           20  these documents together.				false

		1348						LN		52		21		false		           21           And my specific thanks to Newton and Barbara				false

		1349						LN		52		22		false		           22  for their work on the Finance and Audit Committee, not				false

		1350						LN		52		23		false		           23  only in terms of the budget itself, but in terms of the				false

		1351						LN		52		24		false		           24  ongoing monitoring of the financial condition on a				false

		1352						LN		52		25		false		           25  monthly basis.				false

		1353						PG		53		0		false		page 53				false

		1354						LN		53		1		false		            1           So thanks to everyone.				false

		1355						LN		53		2		false		            2           MS. RICHARDS:  Okay.  Newton, that concludes				false

		1356						LN		53		3		false		            3  our presentation.  I will turn it over to you.				false

		1357						LN		53		4		false		            4           If there are any -- any other questions from				false

		1358						LN		53		5		false		            5  the public or any -- anyone else?  Otherwise, we can				false

		1359						LN		53		6		false		            6  close out the meeting.				false

		1360						LN		53		7		false		            7           COMMITTEE CHAIRPERSON PHAM:  Yeah.  Yeah.  I				false

		1361						LN		53		8		false		            8  already said what I would say.  So appreciate even the				false

		1362						LN		53		9		false		            9  board members for being on here and, you know, ready to				false

		1363						LN		53		10		false		           10  adjourn the meeting.				false

		1364						LN		53		11		false		           11           MS. RICHARDS:  Very good.  Just one last				false

		1365						LN		53		12		false		           12  comment.				false

		1366						LN		53		13		false		           13           I want to thank staff, myself, as well.  They				false

		1367						LN		53		14		false		           14  all have worked very hard.  This is a team that takes				false

		1368						LN		53		15		false		           15  their budgets very, very seriously.  And you saw that in				false

		1369						LN		53		16		false		           16  the cost control measures, how that paid off for us in				false

		1370						LN		53		17		false		           17  2021.  So I know we can expect the same for 2022.  So				false

		1371						LN		53		18		false		           18  looks like you guys are off the hook for now, anyhow.				false

		1372						LN		53		19		false		           19  We'll see -- we'll see about the full Board meeting next				false

		1373						LN		53		20		false		           20  week.				false

		1374						LN		53		21		false		           21           But we do appreciate the committee and the				false

		1375						LN		53		22		false		           22  other board members that have been able to join us				false

		1376						LN		53		23		false		           23  this -- this evening, or this afternoon.				false
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�            1            Tuesday, November 9, 2021, 3:00 P.M.

            2                          ---o0o---

            3           MS. RICHARDS:  Welcome, everybody, to our

            4  meeting of the Financial Monitoring and Audit Committee,

            5  and this is to review the Draft 2022 Budget.

            6           I'm going to go ahead and share the screen.  We

            7  have a very good presentation ready for you today.  And

            8  I will turn it over to our Committee Chair, Newton Pham,

            9  to kick off the meeting.

           10           COMMITTEE CHAIRPERSON PHAM:  Sure.  Yeah.  Call

           11  of the order.  All matters noticed on this agenda in any

           12  category may be considered for action.  As listed, any

           13  item not so noticed may not be considered.  Items listed

           14  on this agenda may be considered in any order at the

           15  discretion of the Chairperson.

           16           The mission of the OCFEC is the celebration of

           17  Orange County's communities, interests, agriculture, and

           18  heritage, with results justifying resources expended.

           19           And with that, I will ask Natalie to do the

           20  Pledge of Allegiance.

           21           DIRECTOR RUBALCAVA-GARCIA:  Thank you, Newton.

           22           Put your right hand over your heart.

           23           (Pledge of Allegiance recited in

           24           unison.)

           25           COMMITTEE CHAIRPERSON PHAM:  And with that, I
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�            1  guess we can do a roll call for the board members.

            2           SECRETARY ANGUS:  Yes.

            3           We'll do the committee members first and then

            4  the rest of the Board.

            5           So Committee Chair Pham.

            6           COMMITTEE CHAIRPERSON PHAM:  Yeah.  Present.

            7           SECRETARY ANGUS:  Committee Member-Director

            8  Bagneris.

            9           COMMITTEE MEMBER BAGNERIS:  Present.

           10           SECRETARY ANGUS:  Board Chair La Belle.

           11           BOARD CHAIRPERSON LA BELLE:  Present.

           12           SECRETARY ANGUS:  Director Rubalcava-Garcia.

           13           DIRECTOR RUBALCAVA-GARCIA:  Present.

           14           SECRETARY ANGUS:  Director Cervantes.

           15           (No response.)

           16           SECRETARY ANGUS:  Director Ruiz.

           17           (No response.)

           18           SECRETARY ANGUS:  Director Aitken.

           19           (No response.)

           20           SECRETARY ANGUS:  Director Kovacevich.

           21           (No response.)

           22           SECRETARY ANGUS:  And Director Rafiei.

           23           DIRECTOR RAFIEI:  Present.

           24           SECRETARY ANGUS:  Thank you.

           25           COMMITTEE CHAIRPERSON PHAM:  So in terms of
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�            1  matters of public comment, I mean, ideally, I think we

            2  want to keep this -- it worked pretty well in 2019.  You

            3  know, we keep this free flowing and the public can ask

            4  questions and provide input to the committee, you know,

            5  during the presentation and workshop.

            6           So if it's okay with everybody, you know, we

            7  can kind of forgo this particular segment in the

            8  beginning.

            9           MS. RICHARDS:  Very good.

           10           I would also like to add that if any members of

           11  the public would like to speak, as I go through the

           12  presentation, I will pause every section or so to give

           13  everyone an opportunity -- board members, the committee,

           14  members of the public -- if they would like to make a

           15  comment or ask questions.

           16           I also wanted to note that our senior

           17  leadership team are all logged on to this Zoom.  They

           18  know their budgets, their individual department budgets,

           19  very well, and they are prepared to answer any and all

           20  questions that the committee may have for them.

           21           So I will kick things off and just do a very

           22  quick overview of our budget process that we use.

           23           So as a reminder to the Board and public, our

           24  fiscal year runs January through December.  Budgets are

           25  created annually for each department, and then we roll
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�            1  them all up into an organization-wide budget, and we're

            2  going to share highlights of that with you today.

            3           There are 53 separate departmental budgets that

            4  make up the OC Fair & Events Center, and they are

            5  directly overseen by 13 members of our management team,

            6  and they are here today to answer those questions.

            7           Through monthly variance reports, through

            8  oversight by the Financial Monitoring and Audit

            9  Committee, and then monthly reforecasting throughout the

           10  year, each department's budget will be closely

           11  monitored.  We started this monthly reforcasting at

           12  Board meetings at the beginning of the pandemic.  We

           13  felt that it was a great way to keep the Board apprised

           14  of how we were doing financially, and we have all gotten

           15  used to that.  And so we will continue that throughout

           16  2022, so that not only the Financial Monitoring

           17  Committee, but the Board and public will get a monthly

           18  snapshot of how we're doing against budget.

           19           The Board and staff and the public will receive

           20  those regular updates.  Okay?

           21           As we approach 2022, obviously we are in

           22  uncharted territory, but we learned a lot from 2021, and

           23  much about what happened in 2021 went into our thinking

           24  in developing this budget.

           25           So I wanted to go -- kind of do a very quick
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�            1  review about 2021.  I know it's not always fun to look

            2  back at challenging times, but it's worth the time to do

            3  that because of what we learn along the way.

            4           So here's our look back.  When we approach the

            5  budget for 2021, it really was about rebuilding, and we

            6  looked at it from that perspective, because there was

            7  still much, much uncertainty in the market.

            8           We took lessons that we learned in 2020, and we

            9  decided to proceed with cautious optimism.  The pandemic

           10  was still in full swing when we developed the 2021

           11  budget, but we knew that things were -- were starting to

           12  improve and were going to improve, and so we march

           13  forward with cautious optimism.

           14           We strongly believed that we could bring back

           15  our year-round events and the fair in some format in

           16  2021, and that was pivotal to our plans for the year.

           17           By March of this year, we were able to

           18  reforecast a year-end gain in 2021 of $1.3 million.  Up

           19  until that point, we had been reporting net losses.  By

           20  May, those losses had stabilized, and we began to see a

           21  pretty healthy turnaround.

           22           Throughout the year, we continued to focus on

           23  cutting costs, and the staff has done an amazing job of

           24  that this year.  We provided space for emergency

           25  purposes.  You will all remember the emergency food
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�            1  drives that we did throughout the year, that we were a

            2  super site for vaccinations with the County.  We did

            3  months and months of COVID testing.

            4           We worked with our promoters on safe and

            5  healthy events.  The theme of the year was drive-up,

            6  drive-through, and drive-in events.  And, of course, all

            7  the time, planning for the return of the OC Fair.

            8           At this point, we are now projecting what was

            9  expected to be an $11.8 million net loss against budget.

           10  We are now projecting to be $12.8 million favorable to

           11  budget by the end of the year, and to have a

           12  year-over-year increase in our cash reserves of

           13  approximately $15 million.  So very proud of that --

           14  that overview.

           15           So breaking down the assumptions that we used

           16  to build the last budget, we knew we had taken such a

           17  loss in 2020, and we wanted to close that gap in 2021

           18  with a 35 to 40 percent improvement over the prior year,

           19  which would have cut our losses to about $10 to

           20  $12 million, rather than the $19 million that we

           21  experienced in 2020.

           22           And as I mentioned, we turned that, in actual

           23  performance in 2021, which we are now forecasting a

           24  $12.8 million favorable position to budget.

           25           We assumed, in building the budget for 2021,
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�            1  that there would be up to $2 million in net proceeds

            2  from the fair this past summer.  And as you all know, we

            3  posted record net proceeds of $22.8 million from the

            4  fair.

            5           We budgeted $825,000 in our capital budget.  We

            6  completed all but one project in 2021, that Lot G

            7  project, which will be carried forward in our Cap X plan

            8  for 2022.

            9           We forecast minimal event activity in Q1 and

           10  Q2; we did not believe that we would be in a position to

           11  be able to bring back events again in Q1 and Q2.  And,

           12  in fact, we did see some event activity.  It was

           13  reduced, but it was much more than what we had planned

           14  for.

           15           And we have already booked strong activity for

           16  Q4, even though we forecast that it would be in a

           17  reduced capacity.

           18           We, at this point, expect to exceed our 2019

           19  activity.  In fact, we had a record month in October.

           20           In -- part of the 2021 budget is that we would

           21  remain the same headcount as 2020, and the Board made a

           22  firm commitment to that, and, as such, our civil service

           23  headcount remained the same, and we did not have to

           24  experience any staff layoffs of our civil service, our

           25  core civil service staff.
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�            1           We knew that we would need to reduce utilities

            2  and other operational expenses from our 2020 budget,

            3  keeping in mind that when we went into 2020, we -- the

            4  pandemic was not even a factor at that point.

            5           And, in fact, our 2021 operating expenses were

            6  budgeted at $30.5 million and, to date, we are $660,000

            7  favorable to budget.  So a great effort by the team to

            8  hold expenses.

            9           As you know, we assumed and built the budget

           10  around a 30,000 person-per-day capacity for the fair,

           11  and, in fact, we were able to turn that into 75 percent

           12  daily attendance at 45,000 per day.

           13           We built the budget to -- with a reduction in

           14  fair programming.  I'm sorry.  In -- yeah.  In

           15  programming and overall expenses for the fair.  We

           16  budgeted $13 million in expenses, and despite the fact

           17  that we had a larger fair than originally budgeted, we

           18  held expenses at $14.3 million.

           19           We assumed that we would be able to fill the

           20  Pacific Amphitheater by 50 percent, but by the time the

           21  fair rolled around, we were able to sell at a hundred

           22  percent capacity in the Pacific Amphitheater.

           23           We did adjust our programming for the fair to

           24  meet our budget goals.  And as you all saw, we had to

           25  eliminate our Action Sports Arena events.  And we moved

                                                                        11
�            1  the pig races up to Heritage Stage, which the public

            2  loved, absolutely loved.

            3           And then, lastly, we assumed that we would need

            4  to purchase additional supplies for increased health and

            5  safety initiatives and to add some positions to manage

            6  that.  And, in fact, we did spend funds on PPE,

            7  additional cleaning supplies, signage, information

            8  videos, and then, of course, our gate screening

            9  technology.  But, in the process, we achieved our GBAC

           10  STAR accreditation.

           11           So let's move on now to what was considered in

           12  building the budget for 2022.  Each year, before we

           13  begin building our budget for the following year, we

           14  turn to several sources for economic forecast data.  We

           15  always want to know what the economists are -- are

           16  seeing ahead of the picture.

           17           Two of the best sources are Anil Puri and Mira

           18  Farka with the Woods Center for Economic Analysis and

           19  Forecasting at Cal State Fullerton.  And the Orange

           20  County Business Council hosts Professor Puri and Farka

           21  each year for a really fabulous economic summit.

           22           And every year, people ask, where are we

           23  headed?  This year, Professor Puri and Professor Farka

           24  had an interesting perspective.  They talked about

           25  inflation, but also recovery.  They talked about job
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�            1  growth, but uncertainty.  They discussed optimism in the

            2  market but an overall lack of consumer confidence.  They

            3  nicknamed this the "Forrest Gump" economy:  "Life is

            4  like a box of chocolates.  You never know what you're

            5  gonna get."

            6           So the economists indicated that continued

            7  growth, even at a less exuberant pace than previously

            8  envisioned is certainly good news, but this time, unlike

            9  the growth spurts of the last decade, it comes with a

           10  highly worrisome and menacing side effect, an unsettling

           11  surge in inflation.  So we are taking that into

           12  consideration as we build this budget; meaning that

           13  consumer pricing is going to outpace wages, which means

           14  that people will have a little less to spend this year

           15  than they did last year.

           16           The consensus at the federal level is that

           17  inflation will be high for the remainder of 2021, at

           18  about 4.2 percent, but only 2.2 percent in 2022 and

           19  beyond.  So we will start to see that recovery occur

           20  before -- before this year's fair.

           21           So we're once again facing some headwinds, as

           22  we come in to 2022.  But we like Henry Ford's

           23  perspective on headwinds, when he said, "When everything

           24  seems to be going against you, remember that the

           25  airplane takes off against the wind, not with it."
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�            1           So we agree with the economic experts who say

            2  that our view is that this continues to remain a strong,

            3  durable, and resilient recovery.  The economy should be

            4  able to withstand the "stallflation" winds and continue

            5  to grow over the course of 2022, although a bit more

            6  hesitantly over the winter months and more confidently

            7  next spring.  And, certainly, that puts us in a good

            8  position for forecasting the fair.

            9           However, slow growth will continue, and the

           10  fundamentals of the economy are strong, and that's very,

           11  very important.  Optimism is high for recovery.

           12           So all of this means that we once again

           13  approached our new budget with cautious optimism.  So

           14  we're sticking with the fundamentals that formed the

           15  foundation of the 2021 budget and we're taking a little

           16  more of a conservative approach to customer spending

           17  given the rate of inflation that's expected.

           18           I think we all were blown away by the amount of

           19  expendable dollars that came to the OC Fair in 2021.

           20  Our guests had lots of pandemic money, stimulus money,

           21  to spend, and we were grateful for their spending at the

           22  fair, but it would be foolish of us to think that that

           23  same rate of spending would be duplicated in 2022.  So

           24  we have taken that into consideration.

           25           So very quickly, here are our assumptions
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�            1  around which we built the 2022 budget:

            2           We will use the 2021 fair model for '22.  We

            3  learned, bigger is not always better.

            4           Once again, we will cap ticket sales at 45,000

            5  guests per day, and that will be with advanced online

            6  ticket sales again.

            7           We will need to increase utility expenses to

            8  adjust for the increased use of our property.  It's

            9  being very, very well used right now.  We are not

           10  proposing any increase in fair admission pricing this

           11  year or in parking fees.

           12           We heard loud and clear the Board's strategic

           13  direction to make the OC Fair the place where families

           14  come to make memories and to not break the bank.  We

           15  don't feel that an increase in fair admission is

           16  warranted in 2022, and we're not recommending it.  In

           17  fact, we hope to capitalize on that in our marketing

           18  messages, that the fair will be the same price it was

           19  back in 2018, and that will be a really good message for

           20  our guests.

           21           We are, however, budgeting for an increase in

           22  credit card fees to reflect those advance online ticket

           23  sales.  Those were not built into our 2021 budget, and

           24  we know that they were quite high, as people purchased

           25  online.
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�            1           We are going to eliminate the earlier fair

            2  opening hour.  When we planned the fair this year, we

            3  believed that we would need an extra hour in the

            4  morning, 10:00 a.m. opening, to sort of spread the

            5  crowd.  That was not the case.  In fact, there were very

            6  few guests who came during that first hour, but our

            7  labor costs were high.  So we're recommending

            8  eliminating that earlier fair opening.

            9           We will continue to use our evolved gate

           10  screening equipment.  That was brilliant and worked

           11  very, very well at the gates to get the crowd through

           12  quickly, so we're budgeting to bring that back.

           13           We plan to reintroduce programming in the

           14  Action Sports Arena this year.  Our plan for our

           15  year-round events is to budget for Q1 and Q2 to be about

           16  75 percent of what it was in 2019.

           17           And then after the fair, in Q3 and Q4, for it

           18  to be back up to normal levels, at a hundred percent of

           19  2019.

           20           We are planning for a two-day in-person

           21  Imaginology event.  Imaginology, historically, has been

           22  three days:  Friday, Saturday, and Sunday, with Friday

           23  being the school field trip day.

           24           But from a survey that we did of over a

           25  thousand teachers, we learned that while the teachers

                                                                        16
�            1  would love to bring their students to Imaginology for a

            2  field trip, the school districts are not ready to

            3  approve field trips yet.

            4           So we're going to still hold Imaginology in

            5  person, but have it be a two-day event for students and

            6  their families.

            7           And then we're going to maintain our

            8  conservative capital projects budget, at least until the

            9  Board has decided on the strategic plan relative to the

           10  property and taking a look again at the master site

           11  plan, so we can make adjustments at that point.

           12           So that's the information coming out of 2021

           13  and building our budget for 2022.  So before I get into

           14  some details about the budget, I will pause there to see

           15  if anybody has any questions.

           16           (No response.)

           17           MS. RICHARDS:  Okay.  Hearing none, I will go

           18  ahead and continue.

           19           Let's look at labor first.  Boy, our labor

           20  budget.  We're seeing a $4.1 million increase in our

           21  overall labor budget compared to the 2021 budget, and

           22  there are several factors for that:

           23           First of all, the minimum wage is increasing

           24  another dollar, to $15 per hour.  And you know,

           25  especially in the summer, we -- we employ lots of -- of
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�            1  part-time minimum-wage employees.  In fact, we have

            2  built into the budget a little bit of a contingency in

            3  case there are some hard-to-fill positions that we might

            4  need to add a bit to those hourly wages.

            5           We're seeing increases in benefits costs,

            6  including PERS contributions for our civil service

            7  employees.  We are going to ask for the addition of two

            8  new civil service employees.  We have not added to our

            9  core staff since 2018, and it's time.

           10           And there are two key areas that we're asking

           11  for additional head count:

           12           One is to add an irrigation and landscape

           13  specialist.  With the drought upon us, it has become

           14  critically important that we manage our water resources

           15  and that our landscaping helps with that.  And so we

           16  would like to add a specialist to our staff.

           17           In addition, as we're moving away from more

           18  traditional print materials and print communications,

           19  including advertising, there's a heavy emphasis on

           20  digital communication:  Social media, digital -- or,

           21  sorry.  Web-based communication.  And so we would like

           22  to add a digital communications coordinator.  The wages

           23  and benefits for those two positions are built into the

           24  budget.

           25           And then the other thing affecting our labor
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�            1  outlook is that we didn't have very many events last

            2  year due to the pandemic, and, therefore, we had to not

            3  schedule many of our part-time, year-round event support

            4  staff.  We need them in full force now as our events are

            5  coming back.

            6           So that's a look at labor.

            7           COMMITTEE CHAIRPERSON PHAM:  Hey, Michele, real

            8  quick.

            9           MS. RICHARDS:  Yes.

           10           COMMITTEE CHAIRPERSON PHAM:  Just a quick

           11  comment on labor.  You know, I think this is -- this is

           12  one of the areas where it's kind of hard to pin down

           13  what the expenses and costs are going to be,

           14  considering, you know, how difficult it is to find, you

           15  know, part-time labor at minimum wage right now, at this

           16  point in time.  I don't know what it's going to look

           17  like a year from now.  But right now, I think the

           18  minimum accepted wage from a lot of people is much

           19  higher than $15.

           20           MS. RICHARDS:  Yes.

           21           COMMITTEE CHAIRPERSON PHAM:  Seeing a lot of

           22  companies we deal with, having significant problems in

           23  their -- you know, in the warehouses or whatnot, you

           24  know, finding labor even at the $18-an-hour kind of

           25  mark.
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�            1           MS. RICHARDS:  Yes.

            2           COMMITTEE CHAIRPERSON PHAM:  And then to kind

            3  of discuss further on inflation, I think, you know,

            4  that's the core methodology of measuring inflation, but

            5  I think that even that is somewhat understating the true

            6  dollar inflation to the consumer, to the people.  You

            7  know, you are seeing rising wages and input costs for

            8  commodities increase quite a bit.

            9           And then what you are also seeing is, you know,

           10  rent -- you know, rent, the way it's measured in the

           11  CPI, it's pretty old and archaic.  You know, if you look

           12  at Zillow, rent's increased in double digits, and that's

           13  probably a pretty good indication of what true inflation

           14  is.

           15           MS. RICHARDS:  Yeah.  Yeah.

           16           I think all of that is important to understand,

           17  and we can try to prepare as much as possible.  But,

           18  again, this is part of the uncertainty coming in to 2022

           19  is, you know, job growth will be healthy, but we -- we

           20  really don't know to what level.  We don't know how many

           21  people are going to return to the job market and maybe

           22  this -- you know, this scenario we're seeing with, you

           23  know, you see it all over, especially with fast food

           24  restaurants; those lower wage earners are getting, you

           25  know, $17, $18, $20 an hour to come and work.
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�            1           We're very lucky at the OC Fair that we have a

            2  lot of loyal, returning employees year after year, that

            3  want to come and work at the fair.

            4           We did see some -- a little bit of resistance

            5  in wages in some of our areas this year, and we did bump

            6  wages as -- as a response to that, and we may have to do

            7  that again.  So we -- we built in a contingency in our

            8  human resources budget.  So if we do need to put some

            9  additional dollars to those select positions, we have

           10  got the funding to do that.

           11           So very good point.

           12           Okay.  Regarding our year-round event rentals,

           13  our buildings and grounds for our year-round events

           14  program, and then the merchant spaces that are rented

           15  during the fair, each year, as we have done for many,

           16  many years, we take a small, very small, incremental

           17  increase to keep up with competitive market rates.  We

           18  do this so that we don't go three or four years and then

           19  take a -- you know, a massive increase.

           20           So according our schedule, we're increasing the

           21  rental rates on our buildings and grounds another $50 to

           22  $75 per day, depending on the size and location.

           23           So to give you an idea, if we applied those

           24  same rates to our 2019 mix of events that we had that

           25  year, it would have resulted in another $37,500 in
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�            1  revenue.  That's about a 2.2 percent increase.  It's not

            2  really about generating additional revenue.  It's --

            3  it's really about making sure that our rental rates are

            4  competitive with other, similar properties in the

            5  market.

            6           Likewise, on the fair side, those merchants

            7  that rent space for their retail booths during the fair,

            8  the plan is to increase those spaces $50 to $75 per

            9  space for the entire 23-day run of the fair, depending

           10  what their size and location is.

           11           Again, if we applied that to full capacity, the

           12  dollars are not very much:  About $28,000 in additional

           13  revenue.  That's about 2 percent.  But it's more about

           14  keeping up with the competitive market and not having to

           15  take huge, incremental increases, you know, after three

           16  or four years.

           17           And I think I will stop there and see if there

           18  are any questions or comments.

           19           (No response.)

           20           MS. RICHARDS:  All right.  Hearing none, let's

           21  continue.

           22           Let's look at the big changes in the budget,

           23  from 2021 to 2022.  Keep in mind that we expected to

           24  have a much smaller fair, much more reduced activity in

           25  our -- our year-round events, and our ability to
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�            1  generate revenue in 2021 was obviously very curbed.

            2           We are budgeting a revenue of $53.8 million in

            3  2022, and that's compared to $23.5 million from 2021.

            4  So what is adding to all of that extra revenue?  Well,

            5  obviously increased event activity.  We're seeing a lot

            6  of it and a lot of demand for the property right now.

            7           Our interest revenue will increase.  We have

            8  more money in the bank.  And so we're -- we expect to

            9  earn more interest revenue.

           10           Our fair admissions revenue will increase.  The

           11  2021 budget was based on 30,000 people per day at the

           12  fair.  We're going to repeat 45,000 per day.

           13           We, once again, expect to be able to sell

           14  tickets at full capacity in the Pacific Amphitheater and

           15  The Hangar Building.  We will see a return of

           16  programming in the Action Sports Arena, so there will be

           17  revenue from tickets sold for those events as well.

           18           We are expanding our Pacific Amphitheater

           19  Summer Concert Series even more.  In the budget, we have

           20  built in to have 23 nights of headline concerts, every

           21  day of the fair; and then an additional 17 concerts that

           22  will be held both before or after the fair dates.  So 17

           23  additional total concerts.  So there will be additional

           24  revenue from that.

           25           We had to eliminate some of our competitive
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�            1  entries last year because we had -- we just weren't

            2  certain going into the year.  We will be able to

            3  reinstate some of those entries.  So there will be

            4  additional entry revenues from the public for those

            5  categories.

            6           We -- we will see an increase in concessions

            7  revenue compared to the 2021 budget.  We saw a lot of

            8  spending on food and beverages at the fair this year.

            9  We don't expect to see that same level of spending, but

           10  we budgeted much lower in 2021 because we thought we

           11  were going to have a much smaller fair.  So we're

           12  increasing from the 2021 budget level, but less than the

           13  actual for 2021 in spending.

           14           And the same thing for the carnival:  We expect

           15  more than what was budgeted, but less than what was

           16  actually spent by -- by our customers.

           17           And then we will see a little bit of increase

           18  in our parking revenue compared to the 2021 budget, and

           19  we -- we learned recently, through some operations

           20  reviews, that we don't charge for motorcycle parking at

           21  our events or during the fair.  So if a motorcycle comes

           22  into our parking lot, they have been given a full space

           23  at no charge, and we don't think that's fair.  If a

           24  motorcycle is going to take up a full space that a

           25  minivan or an SUV or a sedan would take, we think that
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�            1  they should pay the same parking fee that everybody else

            2  does.  So we're proposing to include $10 parking for

            3  motorcycles as well.

            4           So those are the big revenue category changes

            5  for the 2022 budget.

            6           Any questions on that?

            7           (No response.)

            8           MS. RICHARDS:  All right.  Moving right along,

            9  let's look at the expense categories.

           10           So in 2021, we had overall expenses of

           11  $35.3 million.  Our 2022 budget includes $47.8 million

           12  in overall expenses.  So let's look at what's

           13  contributing to those additional expenses.

           14           First, we plan on filling the vacant chief

           15  administrative officer position.  This was the former

           16  CFO position that has gone vacant for two years.  We're

           17  in a position now to be able to fill that, but I would

           18  like to expand that position to include some additional

           19  administrative oversight as well.  And we're working on

           20  that job posting right now.

           21           We are going to do a modified in-person

           22  Imaginology.  In the 2021 budget, we did a virtual

           23  Imaginology.

           24           We are also budgeting for the return of Market

           25  Week and the Junior Livestock Auction during the fair.
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�            1  Again, those were held virtually last year, so there

            2  will be some expenses for bringing those back in person.

            3           Obviously, we are budgeting for an increase in

            4  credit card fees.  We now know what those credit card

            5  fees are associated with online ticket sales, so we're

            6  including that in the budget.

            7           An increase in employee wages and benefit

            8  costs.  We have now reopened Heroes Hall and Centennial

            9  Farm to the public.  So those result in additional

           10  expenses.

           11           We're going to see an increase in utility

           12  expenses due to more usage of the property.

           13           We have built in the $50,000 that the Board has

           14  approved for our proposed public art project.

           15           We will see the return of some business travel.

           16  We had no business travel in 2021.  So I will review

           17  that in a few minutes.

           18           And we have also included a $30,000 allocation

           19  for employee training.  It's been a long time since we

           20  have invested in the growth and development of our

           21  employees.  We have kind of been in a survival mode for

           22  the last 18 months, so we want to introduce some

           23  employee training opportunities in 2022 for our

           24  employees.

           25           Now, what is helping on the expense side?
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�            1           Well, many of the expense cuts that we made in

            2  2021 will be carried over to 2022.  We learned how to do

            3  more with less.  We have become more efficient in many

            4  areas, and we plan to continue that trend in the new

            5  year.

            6           We're certainly going to see a reduction in

            7  unemployment fees as we're hiring everybody back.  They

            8  were very high in 2021.

            9           As we transition to more digital marketing

           10  assets rather than print, we'll see a reduction in those

           11  expenses as well.  And then of course eliminating the

           12  early fair opening hour will reduce costs along with the

           13  related labor that goes -- goes with that.

           14           So any questions at all on the expense side?

           15           SECRETARY ANGUS:  CEO Richards, I just wanted

           16  to note for the record that Director Aitken has joined

           17  us.

           18           MS. RICHARDS:  Oh.  Very good.  Very good.

           19           BOARD CHAIRPERSON LA BELLE:  Michele, this is

           20  Doug.

           21           In terms of the increased credit card fees, is

           22  there a dollar amount that you have estimated that's

           23  going to be?

           24           MS. RICHARDS:  Yes.  And that is based on

           25  actual credit card fees from this year.  It's about
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�            1  $800,000.

            2           BOARD CHAIRPERSON LA BELLE:  Thank you.

            3           MS. RICHARDS:  Okay.  Moving along.

            4           Let me talk about parking again real quick.

            5  Again, we are not asking for an increase in our parking

            6  fee.  It will remain at $10 for the fair and for

            7  year-round events.  But we are recommending that we

            8  begin charging for motorcycles to park in full --

            9  full-sized spots.

           10           We expect for our offsite parking lot expenses

           11  to be the same as 2021.  We were -- really, with the

           12  reduced ticket sales for the fair, we were able to

           13  manage our parking lots very well this year.

           14           In terms of fair admission, again, no increase

           15  in fair admission.  The budget is carrying an average

           16  ticket price of $10.87, and that's a blended rate of the

           17  current adult, senior, and youth admission.  It's based

           18  on 45,000 guests per day.  And we took the actual mix

           19  from this summer's fair of adult versus senior versus

           20  youth tickets, weekend, weekday; we used the same exact

           21  mix to build in our budget for fair admission.

           22           And, of course, the OC Fair is paying those --

           23  those Ticketmaster fees for the guests, so they don't --

           24  they won't see the extra fees.

           25           In terms of our travel, as I mentioned before,
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�            1  we did -- most of the conventions and conferences that

            2  we typically go to, or that we send our employees to,

            3  they were all held virtually this past year.  That's not

            4  the case for 2022.  We're seeing those conferences and

            5  conventions meeting in person.

            6           If you look on the right-hand side of this

            7  slide, this is a list of all of the states that are

            8  currently on the list that are banned from California

            9  State employees traveling to, to conduct business.

           10  There are 18 altogether.  We have checked our list of

           11  the conferences and conventions that our staff plans to

           12  attend this year, and all are in compliance with

           13  California state law.

           14           The Board, in the October Board meeting,

           15  previously approved staff traveling to the Western Fairs

           16  Association Convention in January, in Reno.

           17           Our year-round event staff utilized Ungerboeck

           18  software, USI.  Their annual conference is in St. Louis

           19  this year.  We will be sending a member of our staff to

           20  that conference.

           21           The California Fairs Alliance Fall Managers

           22  Conference will be held in November next year in

           23  Sacramento.

           24           Our creative services team, our in-house team,

           25  will be attending the Adobe Summit Conference and the
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�            1  HOW Design Conference.  That's in Las Vegas and Boston.

            2           We are sending members of our marketing team to

            3  the IEG Sponsorship Conference in Chicago.

            4           We will be attending the American Alliance of

            5  Museums Conference in Boston.

            6           And then, thankfully, the International

            7  Association of Fairs and Expositions, the management

            8  conference will be in Phoenix next year, and the

            9  international convention will be held in Indianapolis.

           10  And those are both locations that are not on the travel

           11  ban list.

           12           And then, of course, our compliance

           13  departments, like contracting, purchasing, human

           14  resources, there is mandatory state compliance training

           15  held throughout the year in Sacramento.  We have not yet

           16  heard if that will be held virtually, but we have built

           17  into the budget some travel just in case.

           18           So I think I will take another pause there to

           19  see if anyone has any questions.

           20           BOARD CHAIRPERSON LA BELLE:  Michele, this is

           21  Doug again.

           22           In terms of training, I know that the board

           23  members have certain mandatory training that we must

           24  complete.  We have.  I think we talked in the past.  I

           25  would like to consider or hopefully consider doing
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�            1  some -- some training at our facility here, in Costa

            2  Mesa, that could be bringing members from other fair

            3  boards and other fairs to our facility.  So to the

            4  extent we can look at training opportunities for

            5  multiple jurisdictions, I think that would be -- would

            6  be beneficial.

            7           MS. RICHARDS:  Very --

            8           BOARD CHAIRPERSON LA BELLE:  I fully support

            9  that.

           10           MS. RICHARDS:  Very nice.  Thank you, Doug.  I

           11  made a point of that.

           12           Okay.  Well, any other questions so far?

           13           (No response.)

           14           MS. RICHARDS:  Okay.  Hearing none, I'm going

           15  to turn things over to Ken Karns to walk you all through

           16  our capital budget for 2022.

           17           MR. KARNS:  Okay.  Thanks, Michele.  As Michele

           18  stated earlier, again, for 2022, we're taking a

           19  conservative approach, not quite as thumbs-down as 2021,

           20  but, again, a conservative approach in reviewing with

           21  our Facilities Committee.

           22           We can tackle this any way you would like.  I'm

           23  happy to go through every single item.

           24           Jerry, I believe, is on the line, and either

           25  one of us, happy to take any questions.  Or happy to do
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�            1  an overview of some of the -- some of the larger

            2  projects that we think will be of interest.

            3           So with that, what I can say is that we have

            4  five projects in capital expenditures, 17 in major

            5  expenditures, and nine in equipment.  And you will see

            6  those slides as we go through.

            7           Same approach as in the past several years

            8  where we look and ask for approval from the full Board

            9  for the fiscal year that we're looking at.  So 2022.

           10  But we do show a look ahead at some projects that are

           11  coming -- coming at us, '23/'24, just to have a snapshot

           12  for a look ahead.  But, again, when we approve the

           13  budget, it's only for the year 2022.

           14           So in our Cap X, what I will highlight is that

           15  we are going to carry forward, as shown earlier,

           16  $225,000 of the Lot G utility/electrical, and amalgamate

           17  it into the 2022 year with Lot G water and sewer

           18  utilities.  So Jerry, working with CCA, will put an

           19  entire project together.  And if timing works more in

           20  our favor in 2022, we look to get that -- that all done.

           21           I will stop there.  That's the big one that we

           22  wanted to lift up under our capital expenditures, but if

           23  there's any others that you would like us to speak to

           24  under capital expenditures -- there's only five -- I'm

           25  happy to take any questions on the other four under
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�            1  that.  That's a $700,000 total for 2022.

            2           BOARD CHAIRPERSON LA BELLE:  Ken, this is --

            3  this is Doug.

            4           Several months ago, the Heroes Hall Veterans

            5  Foundation received an excellent presentation from staff

            6  regarding the expansion of the Walk of Honor that's

            7  currently adjacent to the museum.

            8           Where does that particular project sit in terms

            9  of funding?  What year are you projecting that for

           10  completion?

           11           MR. KARNS:  So, Doug, so currently, we're

           12  budgeting $300,000.  We did not carry it in FY '22.  It

           13  could be '23 or '24.

           14           We have discussed with the staff and the team

           15  if it was the Board's will to bring it forward, and

           16  there was an appetite to take it on.  They are eager and

           17  happy and believe we could fit it in from a physical

           18  standpoint, from a workload standpoint, in 2022.

           19           And on the overall budget, the $2,065,000,

           20  adding another $300,000, we think we can accommodate it.

           21  So, again, if it is the will of the Board to bring that

           22  forward and tackle it in 2022, we would be more than

           23  happy to, Doug.

           24           BOARD CHAIRPERSON LA BELLE:  Ken, I would -- as

           25  one Board member, I would like to see it in 2022, for
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�            1  several reasons.  The foundation is to make a

            2  significant contribution towards the completion of the

            3  walkway; the final number yet to be determined.

            4           But I have spoken with the president of the

            5  foundation, Nick Berardino, and he has indicated that he

            6  will bring that forward to the foundation for their

            7  consideration.

            8           And, I guess, equally as important, we have

            9  approximately 20 individuals who meet the criteria for

           10  being included in the Walk of Honor on the property.  In

           11  other words, either a Distinguished Flying Cross or some

           12  other significant medal that they have received during

           13  their tours of combat.  So the sooner that we can

           14  obviously recognize those individuals, I think, as one

           15  board member, that would be certainly something that I

           16  would like to pursue.  Obviously, the Board will, you

           17  know, have its workshop and its hearing on the budget.

           18           But by the time -- certainly, by December, we

           19  should have a pretty precise number that the foundation

           20  is willing to -- to contribute.

           21           And, again, the foundation was very impressed

           22  with staff's presentation on the concept.  I know,

           23  obviously, it needs to go to working drawings, etc.,

           24  etc., but I think it would provide a fantastic addition

           25  to the whole Heroes Hall, the Veterans Museum, and the
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�            1  whole concept that we're trying to -- to continue to

            2  make happen.

            3           MR. KARNS:  So thank you for that, Doug.

            4           And I know there's several board members on.

            5  So I'm happy -- happy at the Board meeting next week,

            6  that we have that exact same discussion so it can be

            7  brought forward.

            8           Because it's a capital expenditure, and not a

            9  major expenditure, it doesn't affect our operating

           10  budget.  It's in -- it's in the capital.  So that's

           11  great.  And that's a project that the team would work

           12  with.

           13           You are correct, full working drawings, CCA,

           14  out to bid.  So, again, if that's the well work, we are

           15  more than happy to bring that forward.

           16           DIRECTOR RUBALCAVA-GARCIA:  I'm sorry.  This is

           17  Director Rubalcava-Garcia.

           18           Is that expenditure the $250,000 line item for

           19  2023?

           20           MR. KARNS:  It's $300,000 right now showing in

           21  2024.  It's at the very bottom.

           22           Michele, if you could bring your cursor down.

           23  Plaza Pacifica South Lawns -- serenity garden pathway at

           24  Skyhawk.  A little wordy, but just wanted to describe

           25  where it was.
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�            1           So basically from the bottom of the berm of the

            2  Skyhawk side of the berm of the Pacific Amphitheater,

            3  and it goes from Heroes Hall all the way over -- excuse

            4  me, all the way over and along to the restroom that is

            5  to the north.  And then really finishes off and

            6  complements the work we did with the Skyhawk and then

            7  the turf project.  And there's a really nice landscaped

            8  pathway.

            9           DIRECTOR RUBALCAVA-GARCIA:  Okay.

           10           And Chair La Belle, are you asking that it be

           11  put in 2022 or 2023?

           12           BOARD CHAIRPERSON LA BELLE:  Natalie, I would

           13  like to see it moved as far forward as we can.  I would

           14  like to see it moved to 2022 for the reasons that --

           15           DIRECTOR RUBALCAVA-GARCIA:  That you mentioned?

           16           BOARD CHAIRPERSON LA BELLE:  -- I just stated.

           17           DIRECTOR RUBALCAVA-GARCIA:  Yeah.  And I think

           18  it's a great expenditure.

           19           My concern is that it's a big -- a large amount

           20  of money.  And I know the foundation came forward and

           21  asked the Board to reduce their giving for next year.

           22           So I mean, if we reassess, you know, perhaps we

           23  could break it up into a couple of years, which would,

           24  you know, be something that I think if we can explore

           25  that opportunity, that would be great.  I think next
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�            1  year, they reduced their -- or, this year, to 25, and

            2  then we're going to assess it moving forward.

            3           But that would just be my recommendation is

            4  look and see if we can break it up over time.  Or is

            5  this $300,000 that we have to spend all at once?

            6           BOARD CHAIRPERSON LA BELLE:  Well, you are

            7  correct, Natalie, that the foundation's commitment has

            8  been reduced for the one year to 25.  The foundation

            9  does have a significant existing balance due to earlier

           10  fundraising efforts.  And I think the foundation

           11  president is looking to ask for the foundation to tap

           12  into that existing balance to significantly contribute

           13  to doing the project sooner rather than later.

           14           DIRECTOR RUBALCAVA-GARCIA:  So it wouldn't

           15  necessarily be a capital expense for the fair if it's

           16  going to be paid for by the foundation?  I'm just

           17  wondering if it's in the right place.

           18           BOARD CHAIRPERSON LA BELLE:  I don't think

           19  "significant" means that the foundation would contribute

           20  the entire amount for the project.  But they would

           21  contribute a significant amount that would help reduce

           22  the $300,000 to some yet-determined number that would

           23  enable the expansion of the Walkway of Honor to enable

           24  individuals that meet the criteria for being recognized

           25  on the Walk, to be done sooner rather than later.
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�            1           DIRECTOR RUBALCAVA-GARCIA:  Perfect.

            2           And you, Doug -- I mean, this is just one

            3  request from one board member.  If we can get an

            4  assessment of what that figure might be, it might give

            5  the Board more -- more information to, you know,

            6  determine whether or not it can be prioritized sooner

            7  than 2024.

            8           COMMITTEE MEMBER BAGNERIS:  Yeah.  I was going

            9  to say, Chair La Belle -- this is Director Bagneris.  I

           10  wouldn't bring it to us until we actually know that

           11  number, and then we can make the right decision at that

           12  time.

           13           BOARD CHAIRPERSON LA BELLE:  I agree with both

           14  of those thoughts, Barbara and Natalie.  And I will

           15  convey that to the foundation and urge them to make a

           16  decision sooner rather than later, so that can be

           17  plugged into the formula for whether we want, as a

           18  Board, to move it up one year or two years.

           19           So I will certainly convey that thought, and

           20  hopefully, if not by the Board meeting on the 18th, but

           21  certainly by the December Board meeting, I would expect

           22  that there would be a decision made by the foundation.

           23  And I would urge them to do that.

           24           MS. RICHARDS:  Okay.  What I think I'm hearing

           25  is that we will -- we will leave it as is, pending
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�            1  further information from the foundation, and then the

            2  Board can continue that discussion.  Since this is just

            3  a committee meeting, we will continue this discussion

            4  during the November Board meeting.

            5           Okay.  Ken, did you want to focus on anything

            6  in particular for major expenditures or equipment?

            7           MR. KARNS:  Sure.

            8           So, again, like in years past, we -- as we

            9  gather all -- all the input from all the areas, and we

           10  keep this forever list going, we look at things that

           11  are in -- provide cost savings or bring enhancement or

           12  revenue generating or safety and risk management.  So

           13  that -- we haven't swayed from some of those categories.

           14           What I will highlight, on this list of 17

           15  projects, under "Major Expenditures," are things that

           16  are tied to the -- to our environmental commitment and

           17  things that are tied to security and safety.

           18           But, first off, obviously we have a new brand.

           19  We have some perimeter signs.  This is not all

           20  encompassing, but a few of our major signs at our

           21  outward corners, our main gate at Gate 1, the main sign

           22  on our administration building.  We may not be able to

           23  get them all changed with this allowance, but we have

           24  put some monies to start tackling our major signs and

           25  doing some changes in 2022.  And we will likely see some
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�            1  additionals in future years.  But we will do as much as

            2  we can with that $50,000.

            3           Under the environmental, down a few, you will

            4  see a Storm Water Full Capture System Phase 1.  This is

            5  the introduction of a capture system that will aid us in

            6  preventing items from getting into the storm water

            7  system.

            8           Below that, we have our vestibule doors and

            9  building entrances.  That's tied to security and safety.

           10  Some years ago, the fire marshal had -- the facilities

           11  have to remove what were internal security shutters that

           12  were used for years, because it blocked exiting at the

           13  end of the night.

           14           What we really do is we keep outer doors open

           15  and have a vestibule so there's access to restrooms from

           16  the outside.  With the removal of the shutters, that

           17  created some security issues for our buildings and

           18  increased labor.

           19           We think we can start tackling putting in some

           20  interior vestibule systems that still allows panic out

           21  when the buildings are closed, if there happens to be

           22  people working in there.  So that one is tied to our

           23  security -- safety and security.

           24           Also on that, our all-grounds wifi, our

           25  all-grounds PA, and our surveillance system upgrades,
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�            1  we're continuing, with all three of those, all necessary

            2  to our continued improvements of some of our older

            3  systems, to be able to effectively have wifi, have a PA

            4  system where we can communicate effectively, and our

            5  surveillance system.  So we're continuing on that.

            6           Again, I will stop there.

            7           Happy to delve into any others of the 17.

            8  That's $409,000 of major expenditures, and that -- that

            9  number is carried in our operating line.  There's 17

           10  projects proposed for '22.

           11           Happy to answer any questions.

           12           And if none, we will move on to the third

           13  category, which is "Equipment."

           14           This year, nine pieces of equipment.  The first

           15  one I will lift up is our Hangar projector.  We have

           16  some really old data projectors.  I would say we're

           17  holding them together with bubble gum and twine and duct

           18  tape, and that will have a real negative effect on our

           19  Hangar programming if we don't replace the projector.

           20  So we have allocated some money there.

           21           Tied to environment, the first item, the -- our

           22  tractor is a John Deere tractor.  The Air Quality

           23  Management District, per the rules and regulations, we

           24  need to replace and upgrade that old tractor, so we are

           25  going to do that.
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�            1           And now you will see a big number.  Aerobic

            2  digester.  And that is not for me to get better

            3  exercise.  That is for us to reach a goal of diverting

            4  up to 75 percent of our waste from landfill and be able

            5  to handle our organics in a meaningful way.  So the team

            6  is researching the development and installation of an

            7  aerobic digester on our property to deal with all our

            8  food waste, all our organic waste, turn that into

            9  compost or pellets or something reusable.

           10           The current California legislation, believe it

           11  or not, does allow all that to be liquified and sent

           12  down the drain.  We would like to do something better.

           13  We would like to turn that product into something

           14  reusable.

           15           So with this, we would have to get approval to

           16  be able to do that, but we believe that is something

           17  worth pursuing, so we have allocated $250,000 to pursue

           18  that project.

           19           And the last one I will lift up on some savings

           20  is, the team would like to tackle building a couple of

           21  our own portable restrooms for use at fair time and

           22  year-round.  With the size of the fair, our current

           23  restrooms that we have, our current Midway Walk

           24  restrooms and building restrooms, we -- aren't adequate

           25  for the coverage we need.
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�            1           We spend a considerable amount of money each

            2  year in renting restrooms.  Those costs continue to grow

            3  every year.  So we would like to start building our own,

            4  having some inventory in-house to defer rental costs and

            5  to be more flexible.  So we think we can take some

            6  shipping containers and retrofit them and turn them into

            7  some really nice restrooms, and we want to give that a

            8  try, see how that does for us, and continue on that

            9  diversion of some ongoing rent.

           10           So before I summarize, I'm happy to answer any

           11  questions on equipment.

           12           (No response.)

           13           MR. KARNS:  Okay.  So that's $631,000.

           14           That gives us a capital budget of $1,740,000

           15  currently.  A small contingency this year of a hundred

           16  thousand of things that may come up.  And, again,

           17  anything over 50, we come back to the full Board.  For a

           18  Cap X budget of 1.84.  A carry-forward of 225.  So,

           19  currently, $2,065,000, with a $300,000 expenditure for

           20  discussion at the full Board meeting, along with this.

           21  So a potential of 2.365.  Not back to industry standard

           22  of full capital allowance.  So, again, it is a

           23  conservative approach from handling our money, but also

           24  from the point that we think that we can get this done

           25  in the -- in the upcoming year.
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�            1           So with that, I'm happy to answer any final

            2  questions or turn it back over to Michele.

            3           (No response.)

            4           MS. RICHARDS:  All right.  Hearing none, we

            5  have got a few more items to include, and then we will

            6  see how this budget rolls up for 2022.

            7           Board Policy 4.05.02 authorizes the CEO to sign

            8  for purchase commitments of $50,000 or less and to

            9  execute talent guarantees of $400,000 or less.  Exempt

           10  from this policy are payments for utilities, CAL-Card

           11  expenditures, insurance, payroll, or state-mandated

           12  services, or anything else the Board authorizes as part

           13  of the annual budget.

           14           Now, included in that authorization are any

           15  other expenses that are listed on this spreadsheet,

           16  which we call the Over $50,000 Expenditure Budget

           17  Schedule.  And this year, it includes any sales and use

           18  tax from the Board of Equalization, fees from the state

           19  fire marshal, attorney services through our

           20  representatives at the Department of Justice,

           21  any nonresident withholding remittance from the

           22  Franchise Tax Board, or any unemployment fees.

           23           So as a matter of course, every year we include

           24  this list of any anticipated fees that we think will

           25  exceed that $50,000, so that the Board can authorize
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�            1  those mandatory payments as part of the budget.

            2           All right.  We also want to include, for the

            3  Board's knowledge, any RFPs or IFBs, which are informal

            4  bids, that we plan to release in 2022.  There are --

            5  they are all operational.

            6           In January, there will be three released for

            7  decorative lights rental, shower rental, and restroom

            8  trailer rental.

            9           And then in September, audio equipment for the

           10  Pacific Amphitheater; lighting, staging, and production

           11  for the Hangar and Action Sports Arena; and then

           12  lighting for the Pacific Amphitheater.  So those are

           13  RFPs that we plan to release, and those budget amounts

           14  are all included in the -- this year's budget.

           15           So let's see -- see how this all rolls up.

           16           In this year's budget, we are proposing revenue

           17  from the fair of $49,904,892.

           18           Revenue from our year-round events program to

           19  be $7,688,106.

           20           Our nonoperating revenue of $225,600.

           21           For a total revenue of $53.8 million.

           22           On the expense side, we're looking at operating

           23  expenses of $43,582,308, with nonoperating expenses of

           24  $4.25 million.  That includes depreciation, major

           25  projects, and the net pension adjustment from GASB 68
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�            1  and GASB 75.

            2           So total expenses of $47.8 million.  That gives

            3  us net proceeds of $5,987,288.

            4           If we adjust our bottom line, to include only

            5  cash-based net proceeds, or EBITA -- not sure how many

            6  people are familiar with that -- that's earnings before

            7  interest, taxes, depreciation, and amortization -- that

            8  bottom line comes to $9,827,290.  Okay.

            9           So I will stop there to see if there are any

           10  specific questions related to the roll-up or any detail

           11  questions within any of the budgets, individual

           12  department budgets.

           13           BOARD CHAIRPERSON LA BELLE:  Michele, this is

           14  Doug.

           15           Could you go back to the slide that identifies

           16  your signing authority in the amount of contracts up to

           17  entertainment.

           18           MS. RICHARDS:  Yes.  Right here.

           19           BOARD CHAIRPERSON LA BELLE:  My question is, in

           20  terms of the RFP process that we require -- we are

           21  required to go through to, I guess, meet General

           22  Services requirements, what is the amount that we are

           23  required to -- in spite of your signing authority, the

           24  amount you are required to go through to get an RFP?

           25  It's less than the $50,000, isn't it?
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�            1           MS. RICHARDS:  Well, yes.  If -- it depends on,

            2  you know, the purchase or a service.  It's -- it's

            3  generally over $10,000 is required -- that there's a

            4  requirement for competitive bidding through an RFP

            5  process.

            6           BOARD CHAIRPERSON LA BELLE:  Now, General

            7  Services has some pretty specific requirements relative

            8  to RFPs, as I recall, from various experiences we have

            9  gone through.

           10           Is that in the law or is that just

           11  administrative requirements that General Services has

           12  established?

           13           MS. RICHARDS:  Oh, good question, Doug.  I

           14  don't know offhand if it's part of Government Code or,

           15  you know, CDFA Code.  But, certainly, administrative

           16  requirements in contracting and purchasing requirements

           17  through the State.

           18           BOARD CHAIRPERSON LA BELLE:  Now, obviously, I

           19  fully support making sure we do competitive bidding and

           20  getting proposals, etc., etc.  But I would like to see,

           21  to the extent we can, to increase your flexibility

           22  within that 50,000 to -- because obviously, you know,

           23  every time you go out to an RFP and you put this, you

           24  know, 40-page proposal together, there's certainly not

           25  only a cost in putting it together, but there's a cost
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�            1  associated with -- with scoring it, etc., etc.

            2           So I would like to kind of get a little better

            3  handle, not as a part of this, necessarily, but a

            4  little -- a little better handle as to what specifically

            5  you and, correspondingly, the Board has the ability to

            6  do within those contract limits.

            7           MS. RICHARDS:  Um-hmm.

            8           BOARD CHAIRPERSON LA BELLE:  If that makes

            9  sense.

           10           MS. RICHARDS:  Yes.  It does.

           11           I will do a little research to find out what

           12  the source of that 50,000, if that's, you know, a part

           13  of the contracting code, or if that's -- I do know that

           14  it's by Board policy.  And I -- and generally, the Board

           15  policy follows the -- you know, the State guidelines.

           16           But before the Board meeting, I will research

           17  that, and if you want to, you know, bring that up again

           18  next week at the Board meeting, I will have more

           19  specific information.

           20           BOARD CHAIRPERSON LA BELLE:  Thanks, Michele.

           21           I'm very comfortable with the $50,000.  But the

           22  $10,000 requirement for RFPs, that throws it into

           23  another set of administrative challenges that can, you

           24  know, obviously encumber your ability to act when you

           25  need to act.
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�            1           MS. RICHARDS:  Yeah.

            2           BOARD CHAIRPERSON LA BELLE:  And I would like

            3  to see the CEO having the maximum flexibility to do

            4  that.  And, obviously, even if -- without the RFP

            5  requirement, you are going to, you know, get proposals

            6  from competing firms.

            7           MS. RICHARDS:  That's right.

            8           BOARD CHAIRPERSON LA BELLE:  So on and so

            9  forth.

           10           I just -- I just think we can maybe have the

           11  potential to reduce the bureaucracy a little bit, for

           12  lack of a better term.

           13           MS. RICHARDS:  You are trying to make my job,

           14  easier, Doug?

           15           BOARD CHAIRPERSON LA BELLE:  Absolutely.

           16           MS. RICHARDS:  I appreciate that.

           17           And, you know, there are -- there are different

           18  limits and processes related to goods versus services;

           19  and, you know, does it require an informal bid or a full

           20  RFP.

           21           So, yes, certainly anything we can do to, you

           22  know, reduce that -- the process-laden work that we have

           23  to do would be appreciated.  But I will have all those

           24  limits confirmed before the Board meeting.

           25           BOARD CHAIRPERSON LA BELLE:  Thanks, Michele.
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�            1           MS. RICHARDS:  Sure.

            2           Okay.  One last spreadsheet to show you, and

            3  then I will open it up for more questions.

            4           Each year, we take from the budget those

            5  revenue items and expense items that are devoted

            6  specifically to the fair so that we can get a good idea

            7  of what a projected fair P&L would be.

            8           And once again, for 2022, using that model of

            9  controlled attendance at the fair, we are projecting

           10  revenue of over $46 million against expenses of

           11  $23.5 million, for projected net proceeds from the fair

           12  alone to be $22.5 million.

           13           You can see how much the fair contributes to

           14  our overall operations year round.  The fair supports a

           15  lot of overhead for the OC Fair & Events Center each

           16  year.  And we were very, very pleased of the performance

           17  of the fair in 2021.  And this is what we are projecting

           18  for 2022 as well.

           19           Okay.  So I will open it up.  And let me tell

           20  you, our staff has worked very, very hard on their

           21  individual budgets, and I know they would all be really

           22  disappointed if somebody didn't ask a specific question.

           23  So we're happy to answer any questions that the Board

           24  has.

           25           COMMITTEE MEMBER BAGNERIS:  This is Director
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�            1  Bagneris.

            2           I would have to say, you explained this all so

            3  well and you gave us time to throughly look and absorb

            4  it, that we may not have individual questions.

            5           But I do want to thank you for this package,

            6  because, I mean, it's even better than we had last week

            7  when Newton and I --

            8           MS. RICHARDS:  Yes.

            9           COMMITTEE MEMBER BAGNERIS:  -- reviewed it with

           10  you.  So we appreciate all the changes.  I can tell

           11  there was a lot of work done to this.  So thank you.

           12  And even more so, having this many board members in the

           13  budget study session is very welcome.

           14           Thank you.

           15           MS. RICHARDS:  All right.  Last call,

           16  everybody.  Last call.

           17           COMMITTEE CHAIRPERSON PHAM:  Yeah.  I mean, I

           18  just want to echo what Barbara said.  You know, really

           19  happy with how the package turned out and, you know,

           20  after reviewing it and seeing how everything progressed.

           21  So really appreciate the time that everyone on the team

           22  took to do the bottoms-up sort of approach and kind of

           23  compiled this projection knowing how challenging it can

           24  be and, you know, it's -- hopefully we're not -- you

           25  know, we're -- I guess there's a saying.  It's like you
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�            1  can't be completely right, but hopefully we're not

            2  completely wrong on the projections.

            3           So appreciate the time.

            4           MS. RICHARDS:  Good point.

            5           You know, we do our best effort to project

            6  revenue and project our expenses for the year.  We track

            7  the budget very carefully, and as you know, we report

            8  out on a monthly basis how we're doing.  And, you know,

            9  you have our commitment that if things change

           10  significantly, the Board will know about that and we'll

           11  make adjustments along the way.

           12           So this is our best forecast at what things

           13  will look like in 2022.  And we -- we think that

           14  we've -- you know, we have hit the mark, and hopefully

           15  the market will agree with that.

           16           BOARD CHAIRPERSON LA BELLE:  My thanks to you,

           17  Michele, and the entire staff for all your hard work.

           18           I have been on the other side of the process

           19  many times, and I know how challenging it is to put

           20  these documents together.

           21           And my specific thanks to Newton and Barbara

           22  for their work on the Finance and Audit Committee, not

           23  only in terms of the budget itself, but in terms of the

           24  ongoing monitoring of the financial condition on a

           25  monthly basis.
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�            1           So thanks to everyone.

            2           MS. RICHARDS:  Okay.  Newton, that concludes

            3  our presentation.  I will turn it over to you.

            4           If there are any -- any other questions from

            5  the public or any -- anyone else?  Otherwise, we can

            6  close out the meeting.

            7           COMMITTEE CHAIRPERSON PHAM:  Yeah.  Yeah.  I

            8  already said what I would say.  So appreciate even the

            9  board members for being on here and, you know, ready to

           10  adjourn the meeting.

           11           MS. RICHARDS:  Very good.  Just one last

           12  comment.

           13           I want to thank staff, myself, as well.  They

           14  all have worked very hard.  This is a team that takes

           15  their budgets very, very seriously.  And you saw that in

           16  the cost control measures, how that paid off for us in

           17  2021.  So I know we can expect the same for 2022.  So

           18  looks like you guys are off the hook for now, anyhow.

           19  We'll see -- we'll see about the full Board meeting next

           20  week.

           21           But we do appreciate the committee and the

           22  other board members that have been able to join us

           23  this -- this evening, or this afternoon.

           24  //

           25  //
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�            1           And we will -- I guess we will see you all next

            2  week at the Board meeting on the 18th.

            3           (Proceedings adjourned at 4:17 p.m.)

            4                          ---O0O---
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