


TO: - WISCONSIN € STATE FAIR PARK BOARD MEMBERS

FROM: - CHAJRMAN MART?N J GREENBERG
DATE: ' "'OctoberZQ 2003 - o
RE: . BUSINESS PLAN - RECOMMENDATIONS FOR THE FUTURE

Dear Board Members

“Sooh afier my appomtmen’f as Chaarman of the Wisconsin State Fazr Park Board,
Governor James E. Doyle instructed me to-assemble special task forces to better understand” _
the legal and financial intricacies of Wisconsin State Fair Park (WSFP) and how WSFP may be
improved for the future. Attached to this memorandum is a draft of Recommendaiiens For The
Future (Report) as subm;ﬁed by iha Chatrmaﬁ and tha Specxai Commlttees '

The Repoz‘t examines some of the reasons why WSFP has expenence‘d"ﬁ's'c'éf and
operationai probiams over the East fwe years mc!udzng

E expenses contmueng to exceed T

* expenses continuing to exceed revenues

* questionable business demsxcms

» an aggressive building campaign based upon feasnbiirty studles and
optimistic revenue projections that have failed to meet expeciations”

failure to improve fsnanc:ai reparimg sysiem and financial accountabaltty
increased debt service
transfer of income normally received by the WSFP to Wtsconsm Expos:tzon
Center (WEC) _ :
the State lapse action :
the failure of Pettit National lce Center (PNIC) to meet its contractuaf obisga’uons

- adecrease in:non-fair and racing revenues
a structure, with the current ;nventory of assets, that doesn t work in the
entertammeﬂt industry. e L WP : :

. s

* & & 0

The Reportattempts to state fairly the reason for the fiscal and-operational problems.
The Report does not direct fault io any.one person or.Board, -any one political party, or. =
Administration. With the recent announcement by the LAB of another deficitin excess of- $4.5
million, the time for change and the need for change is now. Itis hoped that this Report will be
an impetus for. change and will subject the iegai and fmanc;ai structure of WSFP io pubiac
debate by its stakeholders. - i _ _ : -




The primary purpose of WSFP is fo celebrate Wisconsin by having an annual event -
The State Fair (Event) — where urban Wisconsin citizens meet rural Wisconsin citizens, where
our agricultural industries can be showcased, and where-people can congregate to be socially
and culturally enriched. - This core mission remains intact today. Although WSFP has
secondary purposes, its core mission is to preserve and stabilize the Event. It is not the Event
that is the financial drag on WSFP — it is the linkages that surround the Event that have put
WSFP in a financially deficit position. We cannotin good conscience permit, in the future, these
linkages to become a financial liabil lity for the Event. The Event:must not support the linkages —
conversely, the linkages must enhance and continue to grow the ﬁverﬁ

With the announcement that the Event pmf ts were beyond buéget prqectlon gven
though 2003 Event attendance had decreased, the isolation, msuiat:on and protection of the
Event becomes even more ;mportant -

The most m-depth work undeﬁaken was by ihe Comm%{tee on Governance and
Structure and its analysis of our current legal and financial structure. . ‘The Committee believes
that'a new structure and a change in legistation util flizing’ the best combination of quasi-: -
government models that exist foday (including models for Summerfest, Bradley Center,
Entertainment. Ccrpm’a’tson ‘Miller Park, Lambeau Field, Midwest Express Center, WHEDA and
Uw Hospstais) is in the best mterest of WSFP However anew. structura is only a !ong-term
solution... » : VR _ i

In order o cure some of the pmbiems that. exrst at WSFP, short~t@rm steps ané changes
must be immediately undertaken utilizing the current statutory model to ﬁnanmaiiy protect
WSFP's future. Those short-term steps.and changes include: I :

Ut Retain the Event under. ;ts current siatutory modei and segregate ihe Event frorn

o *':-aii.c:ther WSFP operations and assets.

2. Hire or promote from within a State Fair Manager pursuant io statute wzth fimited
staff, i'o serve as the appomtmg authortty anci operatlonal manager of the Evem‘.

3 C}btam comprehens:ve Busmess Pians before December 31, 2003 from _
Milwaukee Mile, and request the same from the Boards of Wzsconsm Exposzhoﬂ Cen’{er (WEC),
and the Pettit Nat!onai tse Center (PNIC).

4. Immediateiy hire & CFO 1o improve current busmess operatsens and financial
accountabz 1ty and re;aortmg

5. Under the d:reciaen and control-of a Marketmg Vace President;’ amm@d;ateiy
inventory, price and ultimately sell proprietary rights and coratracmaﬁy ebizgaied mcome to
increase top line revenues and 1o further capitalize operations.

6. - implementa new and invigorated fund-raising plan that incorporates new and
creative revenue source ideas, making the Coliseum renovation; other AG Village
tmpfovements and agrtcuiiura{ and educatzoza programs a top przor:ty for fund raasmg

?.. Undergo empioyee corxsc:hdatzon and reducttans asa rasult of State buciget
mandates io create cost efficiencies and increase global management control.




- overall WSFP performance. During a sunset period, i.e. two. G
1 closely scrutinize the financial performance of selected assets in order to make an uit!mate g

8 Undertake a compr&henswe WSFP bonding anaiysrs d;rected by. the Secretary of ..

the Department of Administration to determine f a full or parttai rokE up and refmance straiegy
would benefit WSFF’ s fi nanc:af position.overall. _ . .

. Create performance siandards and performance berzchmark cnter;a for each.
executrve h:re and staff. . ' o _ : _ .

10 ' On a monihiy baszs the WSFP Bcard shauld ceive frcm ihe WSFP CFO a FR
consolidated. operatmg staiament for all WSFP entities that mdicates momhiy and year-to-date . ..
financial results wsth compar:sons te actuai financial msuits in the prev ous year : i

11 | Adopt ather racommendai:ons as made by the LAB and WSFF’ Commiﬁee on
BudgetandFmance R e o B

12 G)btam_'a awer from the State of Wlsconsm so that funcis ‘frem pubirc-pnvate
'partnersh:m ot the sale of pmpneiary rights and contractuaiiy abizgated mcome can remam wath
WSFP to avod futura Staie %apse actlons T R T T

13 Seitie accounis thh the State reEatsve t{} curreﬂt operatang shcarh‘alis and lapse
actions.

14. . Consider forming and capitalizing.a non-stock. .corporation under Wisconsin .
Statute § 42 01 (4)(3) for management of seiec’ted WSFP assets £ new.company. e

The pr;mary purpose of a new company wnuld be to msulate iha Everat from negatwe
financial am;:acts manage selected assets cap;tahza operaticns and settle accounts with the. .
State and address the short-term operattcn requzramentﬁ neoessary to financially i improve
-e-(z) years, stakeholders would

conclusion as to whether or not these assets should be retained, sold, liquidated, or leased after
the sunset period. If necessary, after the sunset period a new structure could:be:incorporated .
~ pursuant to the Commitiee’s recommendations. Because. of its historical s;gmf“ icance to racing
~and the Crty of Milwaukee, the Milwaukee Mile should be given every chance to suc:ceed and
perhaps u ilmaieiy be- fcided sn as part of the eni;’fy that mciudes the Event e

The Report also anatyzes WSFP 3mkages mciud;ng the M lwaukee Mile, the WEC, and
the PNIC. Not only does the Report analyze the current financial and operational problems of .
each linkage, but makes recommendations for its immediate improvement. The most important
recommendation is the immediate creation of a realistic and conservative Business Plan for
each entity with accurate prognostications of revenue and expenses so that the Board can
understand the potential deficits of the operation of these assets and how to make these assets
revenue neutral or profitable moving forward.

The Committee as well as the Chairman believe that WSFP is a fertile ground for
increased revenue enhancement and programming and a place that could be a future showcase
for public-private partnerships so long as the money invested by the private sector remains in
WSFP and cannot be swept by legislative action or used for other State purposes. There is
financial power in the ability to market not only the Event but ifs linkages. It is imperative that
under the leadership of the WSFP Marketing Director, the proprietary and contractual income
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rights of WSFP are inventoried, priced, and ultimately marketed to improve top-lme revenues
and ultimately the bottom fine. It is the belief of the Chairman that the WSFP taday, even wath
its perceived financial problems and adverse publici ty, isa fertile gr{)uné forrevenue =
,enhancement The Report in depth ilsts ways in whzch WSFP ¢an increase its revenues.”

The Special Committes on’ ‘Budget and Finance met to anaiyze the current fmancsai and -

operational needs of WSFP. Budgeting on a calendar year basis, financial accountability and”
reporting on a current basis, undertaking the suggestions as made by the LAB, continuing to
make investments in technology, anaiyzmg and refi itting debt service, the hiring of a Ch;ef '
Financial Officer, a recognition that WSFP contains venues that are in the entertainment 3y
industry, a need for, in some instances, ‘performance-based compensation, a reinvigoration of =~
the empioyment team wrlh dlrected ieadershap, and a new can—do attltude are prlmary goals.

The Report a!so contains specific recommendations by the Commitiee on”
Constituents. The Committee on Constitutes represents the voice of the peopie and the needs
and wants of thnse whc; are our patmns and vendors of WSFF’ are corwtamed m ihe Report

Fmaiiy, an: anatysas s done on the Event Itis the Chaarman s gnai ’m reac:h one: mrli on
in aﬂendanoe and continue fo remvzgc;rate and change our programming, and 1o further market
our product {o make dertain that we continually increase out-state (outside of Milwaukee) -
patronage.

These are some of the most important times for the future of'the WSFP, We as Board
Members are in the best position, through cooperation with the State Legtsiature and”
Administration, to direct the future of the WSFP. It is hoped that these recommendations and
your input will produce final recommendations to the Leg;slature and the Admznsstrai;on so that
actron can be taken tc forever structure aﬂd fnanmaily stabrhze our WSFP i '

Martin J. Greenberg
Chairman

MJG:mjs




I. INTRODUCTION =
Wisconsin State Fair Park (WSFP), the approximately 200-acre fairgrounds
located in the City of West Allis and Milwaukee, is home to:
. The Wisconsin State Fair (Event), an._a_.nnua_.i_ event that has been held at
the West Allis fairgrounds since 1892; .
. The 56-acre Milwaukee Mile, which consists of the oldest operating major

. .automobile speedway in the world;

*.. The W-iésohsin-Expoisitioni:Center.(WEC), Which 'is’used -exciuSiveiy:fof the

State Fatr each August and re_n_ted for non-fair evenis dunng the
. remainder of the year, and . .
* . . The Pettit National Ice Center (PNIC), a United States__.O_i.y_m:p_E:c____ij_r_a_ining _
-.and hockey facility that is owned by the State but operated by a private

B noi~for~prof‘ t corporatzen

WSFP :s govemed by an zndependeﬂt state agency (Wlsconsm Staiute

§15.445.(4) - the thirteen (13) member State Fair Park Board) that is attached tothe .

Wisconsin Department of -T_o__i,_lris_m for :_a_dmihis_t_r_g};i_yeg_ purposes. lts giay—.tg}:d_a_y_._ B
operations are_supervised by. a Chief Exa{:utwe Oﬁ;cer _.(-CE__(}__)_ who.is.currently an
mdepend@nt contractor Nine (8) members of the WSFP Board are appomied by tha
Governor and- conf‘ rmed by the Senate for staggered flvemyear terms and four
legisiators, two frc')m egch house, are -a'pgeinté.d by !eadersh-i;j.; t)hder Wisconsin
Statute §15,445('4')('é)," the WSFP Boé.r&gnééﬁzbérs include: |

. the Secretary of the Department of Tourism;

* . the Secretary of the Department of Agriculture, Trade and Consumer -

Protection;




. five representatives of business, including three with general business
““experience, one with agricultural experience, and one with technology
expeﬁehéé{

. one resident of the City of West Allis: -

. one resident from anywhere in the State of Wisconsin; and

“ fourlegislators: two from the Asserbly and two from the Senate.

WEC is ownad and govemed by a separa’{e not~for»pr0fzt corporatlcn ‘whose
govemmg bc)dy mcfudes the Chatrman and one 1) member of the WSFP Board while
the non-for-—prof‘ t corporat*en that' manages and ieases the PN]C is not aff ha‘ted with
WSFP, except to the extent that WSFP is liable for debt service. WSFP is funded
primarily by program revenue from the 11-day Wisconsin State Fair‘and from non-fair
events. lts program revenue-funded operating budget totaled $16.2 million in fiscal year
(FY) 2001 -02 arad $16 8 mziiton in FY 2002 03 The Leg:siatwe Audst Bureau (LAB)

"'report of 9!2003 mdlcates that WSFP s toiai expenses whlch lnciucie operatzng cap;ta!
and debt service costs, have e}{ce'édéd%otal'-re”\'/en'ues in four of the past five years. In
FY 2002-03, totai‘ékp’en-_seg exceeded revenuies by nearly $4.5 millon.

State Fair Park Revenues and Expenses

Fiscal Year ° Revenues  ~ 'Expenses ‘Excess/(Deficit)
1998-99 14,189,961 . 13,867,263 322,698
1909-2000 o 15,242 561 15, 610735 {368 284)
2000-01 15920033 16,044,593 (124,560)
2001-02 ’ MB271, 172 15, 746 449 ¢ - (475.277)
2002-03 16,918,264 20,446,226 = (4,527.962)

While the WSFP Board approved both the operating budget and the building projects
that resulted in capital costs and subsequent debt sarvice costs, some factors affecting

FY 2002-03 revenues and expenses were beyond the control of either the WSFP Board




or WSFP staff. For example, as a result of actions fo improve the State’s financial. .
condition, WSFP was required to lapse $2.4 million in program revenug to the State's

G@-nerai-__Fu_ngj,_;,::Ti}aft;_}apsg:;is_rgfi_gcteq;ira;.F_}(__2002~Q_3_ expenses. In addition, PNIC did .

not make five monthly rental payments in FY 2002-03 for which it owes WSFP $371,600 .

in late rent. Currently, PNIC is in arrears $1.3 million to the WSFP. . Lastly, in FY 2002-
03, $1.7 miflion in annual event business revenue, $400,000 in associated parking
revenue and $200,000 in annual rent was shifted to the WEC for purposes of supporting -
Management s resgonsa to the S&ptember 2003 LAB Audtt Report however, .
further analyms the shertfali in revenues as follows:
Total Shortfall: . . ($4,500,000)
State Lapse: _ . 52,400,000

'03 PNIC Arrearages: "$ 371600
. 82771600

Prior WSFP.Event Busmess P _.$1 700,000
Assocnated Park;ng B - ©'$ 400000
i 32100,000
$4,871,602

This a_;‘;_gatys_i_s EI-I;;_:strateg.th_e_ following: .

1. 62% of the shortfall ($2,771,600) was created by outside impacts beyond. .

WSFP management control.

2. $2.1 million dofiars in revenue was not iost but rather ass:anad over te:} the o
... WEC business and therefore did. not leave the WSFP. o

3. .. If combined with the State Lapse and PNIC rent shortfall, total revenues. .
would actually exceed expenses by $371,602. ' '
NOTE:  PNIC rent shortfalis reflected in this analysis do not show the additional
- $1.3 million rent payments in arrears from prior years.



LAB. in its last several audit reports, has consistently concluded that WSFP’s

financial condition has rot improved in that total expenditures continue to'incréase ata °

greater rate than revenues. Thie LAB has concluded that “State Fair Park's financial

condition is continting to deteriorate” in FY 200203

'WSFP's fiscal problems can be attributed to (1) expenses continuing to exceed
revenues, (2) questionable business decisions, (3) an aggressive building campaign |
based upon feaszbihty studaes and opt;mlstzc revenue pro;ect;orts tha‘t were expecteti fo
be se!f—suppcrtmg and that hava fa!led to meet revenue axpectations (4)a fa;iure to

improve ﬁnanc ai reporimg systams arad fmanc;al accountab;ltty, (5) mcreased debt”

service, (6) transfer of income normaily recsived by WSFP to WEC, (7) the State lapse

action, (8) the failure of PNIC fo meet its contractual obligations, (9) a decrease in ron-
fair and racing revenues: 'j_aﬂd (1 0) an untenable legal structure.
| I_! | TASK FORCE CGMM!TTEE APPOINTM&NTS
e En Maroh of 2093 Govemor James E Boyie direci:ed WSFP Board Cha;rman |
Martin J. Greenberg te assembie task forces to analyze and assess WSFP s
govemance and stmcture revenue capabliatzes retatlonships to other events, ventures
and Vendors on WSF"P' prcsperty; financial status and -budgetang process; and
relationship to its constituents. As a result, the following Special Committees were
appointed on March 28, 2003: |
SP’EC!AL COMMiTTEE ON GOVERNANCE ANtJ STRUCTURE

The Committ@e was formed to anaiyze tha Gurrent WSFP legal structure and
determine whether a more c;'briduéiyé:_'iégai':-'éhd' busmess modelsheuid be created to
make WSFP more competitive in i_he__apteft_ai_m:nent__marige_tpia_cg_, The Committee shall

make recommendations for necessary betterments including administrative and/or



legislative changes required.

Ap;:)ointment_s: Tim Sheehy, Chairman; Senator Ted Kanavas; Representative. . .

Tony Staskunas; Laura Engan, Deputy Secretary Dept: of Administrafion. ... . oo -

- Litizen Appointment: Norman. J. Matar - Partner in Davis & Kuelthau, S.C. and
General Counsel for the Southeast Wisconsin Professional Baseball Park District, .
SPECIAL COMMITTEE ON BUDGET AND FINANCE

The Committee..was farm@d to anaiyze..the WSFP. 2004—2{305 proposed- budget,
& future budget p;'ocess fmancraf tmpact m‘ ma;cr contractuai retatnonsh;ps f nanmai
reportmg, gand strateg esto eiammam bucfgetary operatzng shorﬁai!s and deffcnts |
Appom’tments DATCP Special Assistant, Tom Lyon Cha;rman Senator Gary . .
George; Senator Ted Kanavas.
Citizen Appointment. James R. Blinka, CPA - Partner - BDO Seidman, LLP. .
SPECIAL COMMITTEE ON LINKAGES

between WSFP and PNIC, Milwaukee Mile, Permanent Stand Vendors, and WEC and .

to make_recg_m_rngndaﬁons__f_o;’__re'_é__;;rq_c:_t_uri___ngpr changs e e
Appoiptments: Tim Shaehy,.Chaifmaﬂ;-Jim.-Meif-?ﬁafé:--Re.-ﬂ'f@s_eﬂiaﬁvé Tony

Staskunas.. .

Citizen Appoi_n-tm?:nt_:__ John W. Daniels, Jr. - Partner, Quarles and .__B_:;rzgagy-: _

REVENUE ENHANCEMENT COMMITTEE

This Committee was formed to analyze WSFP’s current building inventory and

proprietary rights and to make recommendations on how the bottom line can be
increased through enhanced revenue generation and fund raising.

Appointments: Tourism Secretary Jim Holperin, Chairman; Patii McKeithan




Citizen Appointments: Ann Zizzo — Chairman, CEQO The Zizzo Group; Bill Otto -
President, COO Marcus Résorts and Hotels; Ed Hanrahan — Event Consultant.
SPECIAL COMMITTEE ON CONSTITUENTS

The Commities was formed as a broad-based citizen's committee with divergent
views and interests to provide suggestions as to how WSFP can be improved. The
Committee represents the voice of the peopieandts composedof twenty(QG)c&tzzens

cbmm'iﬁee* rﬁeéffn:gs; c'oh'v'eﬁé?ﬁb rore than'three (3) times a year with
appmprsate WSFP Board arsd staﬁ members in aﬁandance R .

Appomtments 31m Mejchar Chairman R@presentatwe Scott Gunderson Vice-
Chairman. Noté:" Ad_dltaonai cutszen appmntments were made by the Chalrman and
Vice-Chairman.

itial Citizen Appointments: Robert Byrd — Bridging the Gap Leammg Center: =

Mana Monreai Camercn — stpamc Chamber of Commerce '

The fzndzﬁgs.;'and concmsmns ef these Ccmm!ﬁees shait rasuit ina Busmess Pian e

prepared by iﬁé“Cha'irmah'and presented to the WSFP Board and the Governor for |
approval. Thé';Bi_'zs'iness' Plan shall seek to (1) build a company from the inside rather
than the outside, (2) é:sp'éra’t'é*w;tﬁirs a ;ag'él*stéjcture that permits financial growth and
stability, (3) eliminate shortfalls through creative revenue enhancement and financially |
strengthening WSFP linkages, and (4) re-create a public trust in the entity and its
leadership. What follows are the Chairman’s recommendations, which are based upon

such Commitiee reports and his own observations:



1] DISTINCTION BETWEEN STATE FAIR AS AN EVENT AND. THE LEGAL
ENTITY WISCONSIN STATE FAIR PARK

The Event, which is orchestrated by WSFP, is a consistently successful |
Wisconsin Event that has over 152 years of history. The financial resulis of the Event
are normally posi’tii}é and essen’tlaﬁy deizvar é';ﬁmf.i“f:tb thebottom 'fiﬁ'é..: The. E'veﬂtﬁnéedé. |
constant attention and analysis to make certain that it is meeting th.e needs das:res .
and demands of its constituen.t& It is not the Event that is a ﬁna'ricfiéfd}iagu on the ent:iy
itis the fi nkages that surround the Event thai have put WSFP in'a fnancsaliy def;c;t
posztion Much {}f the def‘ c;t far tha past severa? years can be aﬁrtbuted to defautted
rents not paud by PN%C and the transference of income from consumer ar;d trade show
events to the new WEC wﬁhout WEC being able to at this time to make an @quzva}ent
contribution Back to WSFP." Additionally, in the last year, the State has assessed a $2.4
million lapse in program revenue to WSFP to help with the’léfge'r'é;fé%é Budget deficit.

WSFP s prfmary purpose 33 ta ceiabrate W:scans;ra by havmg an annuai Event L

”:'(th.e State Fazr) where urban Wzsconsm cztlzens meet rurat W:ssons;n cntxzens where
Wisconsin's agrfcuituraf mdustnes can be showcased and where people can o
congregai‘e to be somai!y ar‘;d cul’furai}y enﬂched ThlS core m;sszon remasns mtact
today. . _ . o .
Statutorily, WSFP has s’eéOndai‘y purposes that include social, recreational, and
entertainment activities. We caninot permit, however, in the fiitufé;'tﬁéSé ﬁﬁkégééio
become a financial dr'ég';oti the Event. “The Event must not S{U}Oﬁéﬁ' the imkages —

conversely, the linkages must enhance and continue to grow the Evenf.




IV SPECIAL COMMITTEE ON GOVERNANCE AND STRUCTURE

The Special Committee on Governance a__;;#i_-_ff‘;_t;*_yo’z_u_re was formed to analyze the
WSFP ieQ?i_.Strué_t_ufe and q@térf}jin_e__whethe{__g moreconducwe legal and business
mode?.@*d,. ve ???ié?t.é&:_.in__ih_efufur? __iﬂ_ma.kéWSFP' ;mﬁ?f%,_?ﬁmpﬁtiﬁ?f? in the.

entertainment marketplace.

Short-”{“erm Consideratians N

. Whlie bcth the Comm;ﬁea and Cha:rman agree that a new structure may be
m WSFP s best mterest a new structure constitutes a Iong~‘cerm solut;on for

__WSFP and certam operat onal ﬁnam:tat and asset ratentlon :ssues must be -

resolved. -
~»_First, o incorporate a new structure, legislative action would be required. The
legislative process could take anywhere from ane (1) to two (2) years to

_ achleve the uﬁ:mata soiution Second thers 1s an 1ssue as o what assets

L .__._:,_.f."_:_._:wwid compnse the new structure Thara s no quesnen'-that the &vent mus.t
be protecied and is the crown jewel of WSFP, There is also no question that
the PNIC, Vilwaukee Wi, non-alr operatons, and the WEC have
co:n’iribﬂ.teé to -the:’w._éi?l.f’ d'eﬁcit 3a'nd coiuk::! négat%ve;y affect and ﬁnaﬁcéai}y
. .hamper the future of _t_b_e_g__vent_gseg__Aﬁaohmar}t IV, State Fair Park Financial
Performance Fiscal Year 2003). Thersfore, before a new structure canbe

implemented, a decision must be made as to what assets become part of the

new structure. The basic premise must be that any assets that become part
of a new structure must support and not detract from WSFP’s core mission;
that is, the Event. Segregation of the Event as a single asset entity by

maintaining it under its current statutory provisions should continue.




__While a new structure was the ch_.t_i&_s_ .of__’_the.Cqmmitige,:c;;t}er organizational ..
options currently exist for WSFP.and should.be considered, with the underlying goal
once again being the protection, stabilization, and non-detraction of the Event. Other
organizational options might include: .

1 Retaan the current State. 3tatute mode ‘with continued State agency
attachment. The Department of Administration may be able to provide more flexibility
under State rules that have not been fully utilized. Wh_ii:a wa.i_vers_may.be a_bl-e_ to.be .
obtalined :in'.so.rﬁe'.c%uciéiiare'a's i.e. procurement Clvsi Serwce and Eapse actzons
mamiatmng the current modei may a!so need furthar statuiory changes Wh;i
continued State myq_i;v_am;ent _:s: anticipated in any new structure, continued _E_-’;ia.te_ .
involvement must permit private partnerships.and confributions from the private sector -
without concern of further lapse actions. in order to financially stabilize WSFP.

2. Ma;nialn the current model wzth waivers, potentzaliy some statutory

changes centmued State agency mvoivement but ;m:t WSFP operations to on!y the G

Event and sell, liquidate, lease, or otherwise contract for other WSFP assets so as not
to constitute a potential financial drain on the Event. |

The Commitiee had discussed at length the feasiblty of slling orfeasing all o
some of the business entities at WSFP, and retaining only the Event. The Committee .

concluded that to do so now would significantly hamper the ability to generate .

maximized revenue streams through combined packaging, significantly reduce the true.

value of the enterprise, create frequent operational confrontations, and consequently

diminish the true financial output potential and value of tha__tgi_al:entsrpr_isa. Miso

believed that these entities can, in time, be financially enhanced and their capitalized .

values increased. Because of its historical significance to racing and to the City of




Milwaukee, the Milwaukee Mile should be given every chance to succeed and perhaps

ultimately be folded in as part'of the entity that incliides the Event. However, if those |

business entities at WSFP are not revenue neutral or in a profit position in a relatively =~~~

short period of time, perhaps a two (2) year period, consideration should be given to
selling or liquidating those entities or leasing them for guaranteed income streams from
their operations through third parties.” However, the Committee also felt strongly that
the Event needed to be protected and insulated.

The ultimate structure, on a long-term basis, shouid be the subject of discussion
and debate by all stakeholders, and the ultimate format shotild be'a result of the best
judgment of stakeholders of WSFP; including its Board, the State Legislature, and the
Administration. However, regardless of any new structure, the Event, which is WSFP’s
core mission, must be protected, preserved and isolated, if necessary, from other non-

prod ucmg or revenue detractmg assets: An uit:mate demsxon as to a new structure

el _-iong-term ought to be the resuit of short—te;m steps iakan and changes made within the

current structure. Short-term steps and changes for WSFP that should be
accomplished immediately include:

1. Retain the Evént under its current statutory mode! and segregate the
Event from all other WSEP operations and assets.

2. Hire or promote from within a State Fair Manager pursuant to statute, with
limited staff, to serve as the appointing authority and operational manager of the Event.

3. 'Obtain comprehensive Business Plans before December 31, 2003 from
Milwaukee Mile, and request the same from the Boards of WEC and the PNIC.

4. Immediately hire a CFO to improve current business operations and

financial accountability and reporting.
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5. Under the direction and control of a Marketing Vice President, immediately
inventory, price and ultimately sell proprietary rights and contractually obligated income
to increase top line revenues and to further capitalize operations.

6. Implement a new and invigorated fund-raising plan that incorporates new
and creative revenue source ideas, making the Coliseum renovation, other AG Village
improvements and agricultural and education programs a top pripfj_i:ty_fp_lj_fd_nd raising..

7. Undergo employee consolidation and reductions as a result of State
budget mandates fo create cost efficiencies and increase global management control.
8. .. Undertake a comprehensive WSFP bonding analysis directed by the
Sezcreta_ry_z :c;f. the _eraﬁment of Aqministration_tq_determjne |f a full or partial roil-up and

reﬁnan_ge _strategy _wpu}d_ beneﬁt__WS__FP’s_ ﬁn_a_n_ciai pos.:i_tio_n Q_vera!l__,

9. Create performance standards and performance benchmark criteria for .
each exacgtive___hire____a:n__d._s__ta;ff.: . B

~10.Onamonthly basis, the WSFP Board should receive a consolidated
operéting statement for all WSF_P en{itie_s that indi_qa;e_s_ mp;}thiy__and yg—_:‘ar—:to-wdate
financial results with comparisons o actual financial results in thg__p;e_vio_us: year.

11. Adopt. other recommendations as made by th_e_LAB__ a;jd WSFP _:Cgmmittee
on Budget and Finance.

12. Obtain a waiver from the State of Wi_sco_nsin so that funds from public-
private partnerships or the sale of proprietary rights and contrac_:tu:a_iiy._qp!igats_d._income
can remain with WSFP fo avoid future State lapse actions.

13.  Setile accounts with the State relative to current operating shortfalls and.
lapse actions. |

4. Consider forming and capitalizing a non-stock corporation under
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Wisconsin Statute § 42 o1 (4)(3) for management of selected WSFP assets ("new
company")

These short-term steps and changes need to be immediately undertaken
whethar Under the current structure, of in the alternative, under a “new company”
created pursuant tQWisconsm Statute §42{32(4)(a) o

Wisconsin Statute § 42.02(4)(a) states “The State Fair Board may organize a

non*stock corporat;on under c:h 181 for the purposes of ralsmg ‘funds and provzdmg

| suppor’f for the operatlcn management and’ deveiopment of State Fair Park The Baard:'; S

shail orgamze any corporat;ors undea' this paragraph so that the corparatton is exempt

from taxation under the section 501 of the Internal Revenue Code “Wisconsin Statute §

42.02(4)(b) states, “The State Fair Board may enter into a contract with any corporation

that the board organizes under par. (a) Under which the corporation raises funds or

provudes support for ihe operahon management and devaiopment of State Falr Park.
I The prlmary purposes of the new campany are to BRI S R B I

1. Insulate the Event from negat:ve fi nancxai tmpac:ts

2. Managa seiected asseis | |

30 Capitalize operations
4. Address the short-term operational requirements rzecessa'r’y to fiﬁa:‘zbiaiiy
“improve overall WSFP performance. |

It is contemplated that the new company would manage selécted assets for a
two-year period (“sunset period”).

The Event would beé retained pursuant to its current statutory model. A Fair
Manager would be promoted from within or hired pursuant to staiutes to operate the

Fair and to serve as appointing authority of the Event. The Fair Manager would have
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some State employee staff, however could, pursuant to agreement, contract for any
other services from the new company to assist in production of the Event. A working
relation agreement would be created between the State and the new company relative
to a sharing of expenses,. taking responsibility for debt service, (Estimated Debt Service
of Entities Operating at WSFP is attached as Attachment V), splitting of income from the
sale of proprietary rights and .cﬁq.p;faqtiga_iiy Qb!iga-tgzd_ income, and addressing other
operational issues of.mum_al. irate_rest 1o the State and .new_cempany, - A payment would
be tmmediateiy made io the exsstmg agency from the pm’f its of the 2903 Eventto. .
cap:tahze and msulate the Event
To effectuate the _g;hqrf;:t@rm requirements and.changes, the following would
oceur:
* A new non-profit company (‘new company’) and an agreement between the
.hew company and the State. wou!d be created as perm:tted by State statuta
- Agresd-supon revenue streams wouid be red;rected mto the new cmmpany via
agreement b_e_t}yg_g_n_,;bgs entities. The Board of the new company would be
. comprised of 9%*;@ﬁtﬁb@a-?@___%‘f;?eF??-bs?-rs:-93‘ WSFP appointed by the Governor
» The new com p_a;?".ay_ would _.:_pay:,:.jghé_ﬁ_s_tg;g afair rental for undertaking, on-a
lease basis and pursuant to an agreement, the operation of the WSFP.
* Some of the WSFP debt service obligation would be paid by the new
company.to be created and determined through agreement with the State.
* The new company would be capitalized so as to settle accounts with the
State and to provide for potential agreed-upon deficit reserves for a two (2)
. . yearsunsetperiod. .. . .

o Payroll for some or all of the remaining Civil Servants based on latest reduced
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employment staff would be paid by the new company pursuant to an

‘agreement with the State.

The State would continueé to pay all WSFP related GO'bonding costsand™ ~

“municipal service fees directly to the City of West Allis for the sunset period.
The State would ailow the new company to enter into public-private
partnerships with companies for purposes of naming rights, sponsorships,

| "S‘Egh'ége-' ‘and athei*'prépﬁétsry sﬁgh’tsi"ah'd"cbhﬁ'é'c:tu’aﬁy obligated income and

reta;n the revenues wnthout the potentxal of State 3a;:>se actzons “The shanng S

of the revenues with the State for the benaf tof the Event would be |
determined by an 'agreeme'nt between the'new 'com'pany and tha'Sta‘téf '
A management team for the new company would be created and would
“incliide a CEO who wotld have the following direct management reports:

’ Vzce Presndent/GM Mliwaukee Mtie Chlef Fmancsal Oﬁ“ icer: Vtce Pre31dent

'-Marketmg, and V;ce President o’f Operat:ens e e

“Other employees would be consolidated into the new company.

The new "6a-rﬁpa3n3}’wbﬁid" be ¢5-;:5-ﬁétt2édfé_'r'ftsu{pcsés_.t:sf*éétﬂ"iﬁé"fté accounts
with the State and for covering projected deficits during the sunset period.
The new company may be formed without the need for new state legisiation
by usinig Wisconsin Statutes § 42.01(4)(a) and § 42.01(4)(b).

Ij'ﬁi'rihg the sunset period, and based ﬁ'b'cré:'abp-réifécf':énl's'iﬁeésv Plans, the
selected assets would be closely watched and financially scrutinized by the
Board as to whather to retain those assets as part of a “new structure moving
forward” or to otherwise sell, liquidate, or lease those assets. In‘any event, it

is hoped that the new company, throtgh good business judgment and
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practices_,_?_an increase fop-line revenues for its assets and Encregse_ the
qap_ita'iizzeq_va_iiug of those assets in making t:h__e:z ul__timate_dec_is_io;}:___a___s to
. whether fo retain, sell or lease them,

i this arrangement successfully works and if the properties that remain in the
.Pew, company are profitable at the end of.the sunest period, a decision should
then be made as to whether or not a new structure should be adopted
pursuant to legislation. .

-Be_foré December 31, 2003, WSFP s‘taff in GQﬁj;gthiob w:th __thg_.(lg';?}'mi}tee on
Budget and Fihance and the Depar_tme_ht.-of'Admi-nistra_iign_ghdi@é-:ﬁqafd:_spf i
the WEC r;_a_nc_i;____PN_i_Q:__ghg_i_!__p_ff_;pars_a___fingnc_i_a_,i mo_;ié{ prognosticatingona. .
- reasonable and conservative basis, the revenue and expenses for each of the
- business entities operating on WSFP property, including the Event, the RV

Park, the Youth Center, Milwaukee Mile, the WEC ancf PN!C Such flnanczai

i Q.Imodei shouid atso reasonably progncsitcate tha amaunt of eperatmg raserwzs. T

... hecessary for the sunset period in order to make the new company revenue

_neutrai Such ﬁnancia m-edai éhouid a}so reasdnabiy and conservative!y
_____prognosttcate addst;ongl___revenues that can be generated through pubhc—
private partnerships and fundraising as a result of the creation of the new
company.

Many issues and questions remain as to the formation of a new company as
 {olts structure, its relationship to the State, agreements between the State
-and the new company relative to providing services, sharing profits from
operations and the sale of proprietary rights and contractually obligated

income, debt service obligations, maintenance and improvement of WSFP
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property, capitalization, and a settling of accounts with the State.
« Fora new company to be successful, these and other issues would have to
be “worked out” through agreement between the State and the new company.
+ Whether the short-term changes are undertaken under the current structure,

““the current structure as modified, a new company, or a combination of the

current structure and a new company, the short-term changes recommended
must be immediately implemented to “change the course” of WSFP and to

Long-Term Considerations

While the Special Cormmittee on Governance and Structure identified many of

the short-term changes needed to improve WSFP, the Committee directed its attention

fo a new structure if and when the current financial and operational problems of WSFP

are resoived The Comm:ﬁe@ ccnc uded
. As prevaousiy neted WS?P is govemed by an mdependen‘t State agency and o
" athirteen (13) member WSFP Board created pursuant to Wisconsin Statute §

15.445(4) that iis attached to the Department of Tourism for administrative

Dui‘pééési. The t'h:i-ﬁ'ééﬁ"(1'37:'-'-ﬁ€éi?§§'bé'r'w3?? Board includes two secretaries

(Tourism, Agriculture), five representatives of businesses, four legislators,

one resident of the City of West Allis, and one resident from anywhei*é in the

State of Wisconsin.
« The agency is subject to State open record and State open meeting laws and
is audited by the LAB. The agency is further subject to State procurement

rules, and its hurnan resources are largely subject to the Wisconsin Civil

Setvice system, although the currént CEO is a contracted employee.
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.

Foremost, WSFP js an entertainment venue that is in the entertainment.

business. lts major asset, the Event, is an eleven (11) day entertainment

event. Milwaukee Mile constitutes the venue's fastest growing and most

_popular spectator sport today - auto racing.

WSEP must.be able to compete with other entertainment venues in-and.

.outside the __gregater Milwaukee region. It is not dissimilar in its functions to

some of the entertainment and sports programming provid.ed by Summerfest,

- :f-__'__the Msdwest Express Center and the Bradiey Center As such the Spec;ai

Commxtiee on Govemar;ce and Structure Eooked at WSFF’ in the . . .

contemporary context of wnather its current structure permits it to be

. profitable and conduct business in a competitive entertainment environment.

In the Committee debate and ultimate conclusions, one premise has .

remamed consnstent the State S contznued aﬂ’ liaﬂon and mvoivement “{he

-___;_-}'-Comm#t‘iee favared contan-u-ar‘;ce of sta’te representat on on E’{S Board thmugh B

the Administration and State Legislator appointment process, the reguirement

. that meetings, as well as records, be open, and the continuance of an audit.

by LAB as required by current law.
What most of the debate centered upon, however, was WSFP's.iqtur_e ability

to retain i}:__s_own_ revenues wi;h_q_ut fuiur_ga legislative or state _E;u_d_g_@_tary_ i_apse

actions. Rather, WSFP requires the ability fo enter into public/private

parinerships wherein the private sector is guaranteed that its money so
invested would stay at WSFP.
Furthermore_,_ WSFP rquires the a_bi_!;’ty_ fo hire _e_mpioye_as__as.pepial-{y ._i_r_.z_ key

management positions o tailor its own procurement procedures to fit its
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business needs and to establish a calendar financiat year to match the annual
calendar of events.

« Inaddition fo this discussion, the Committee tindertook a comparative
analysis of the structure of other State Fairs. Other than Wisconsin, California
and Colorado, most of the clrrént staté fairs reviewed are structured in some

“form of government atithority or a private rion-profit charitable corporation.
(See Attachment 1)

+ As a resiit of the debate and research undertaken by staff, the Committee

| 'membéké' agreedon "tﬁei%é'l'léxzfikiﬁg general princlples — =
Principles

« ‘WSFP needs 1o control its own destiny relative to révenue generation and

expenses.”
. .WSF“F”s raportsng year must be changed from a Staie ﬂscal year to a
| iancfar year basrs to aiiow for better budge’{ piannsng and c%earer fmafaé:al

" reporting. |

. WSFP E’déé{i and WSFP 'ﬁaéhaéér’ﬁeﬁt should govern procurement while sl
maiiatai.niﬁ'g" the option to take advantage of the State ﬁfécﬁ;réméﬂ{ B

i oﬁpo&éﬁitiés.

e The manageméhé of human’ resources should be handled by the CEO of
WSFP wi{h"'apbr’o;)ﬁéte’bvm@igh{ from the WSFP Board. This measure wil
allow WSFP and its related entities to manage itself and the industry’s
specific talent it needs to stay current and c:ﬁzﬁ:};;éﬁﬁ'\}é}" o

« WSFP should operate under the best examples of govemment fora

public/private partnership.
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» A governance structure should be created that would allow for a-separate
- endowment.to be created as a means for raising philanthropic contributions
for WSFP's long-term financial security, . .~
* The new structure should clearly articulate what financial role the State and.
«.-the private sector.are to.play. -
* Achangein structure willbe-a good public relations message for purposes of
strengthening the relationships betweeﬁ WSFP and. ;ts busmess partners and

creatmg more public Qenf dence that the bu&ness enterpnse has a chance of

= .-succeedmg if ithas the oppor{an;ty fo operata asa normai busmess

Structure
* The Committee recommends that a:new WSFP structure be created to: -
-provide the-organization with a business environment.and the tools necessary
- to succeed The Commfttee ;dentifzed the foitowmg key eiements e
. ---_Open record and open maetzng Iaws shouid be mcorperated into the new
- structure. - .
e The new._strucwre shouid-allow. far.:Legisiaﬁ-ve-‘and:Adﬁain‘istraﬁve

representation on the .govemi-n‘gﬁbsa rd. ‘Having representatives from both

“branches of government provides balance and reassurance that sound
decisions are being made on behalf .of the State of Wisconsin. =
» - Management should have one direct report to-the new structure Board.
~Currently the CEO has to coordinate with numerous State Department heads
- for clearance on organization decisions, i.e: Tourism; Agriculture,
Administration, LAB and LFB. -Additionally, WSFP staff work on a daily basis

with requests from-lower level State department staff throughout State
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govemment. To maximize performance, ¢learlines of reporting authority
miust be established between the CEO;, the management team and the Board
to eliminate additional outside reporting obligations. =~ 7 T
" The new structure should'be governed by a Board appointed by the Governor
and operated on a day-to-day basis by a CEO with direct reports representing
- :specific industry talents. - A proposed ‘enterprise ‘organization and function
. chartis’ attached (See AttachmentH:) =
' ":'.The new stru{:‘ture should estabhsh a calerzdar reporting year to better match
the enterprfse s annual event schadu!e ‘The current State fiscal year makes
budget planning and financial reporting much more difficult as both the State
Fair and the racing season fall-across two separatefiscal years: Until this
. procedure is changed, management will be burdened with having to-create
muit:ple reportmg formats (one for the Staie and one for the WSF P Board) as
weli as track two saparate budgets formats Thzs methcd creates an:
inefficient use of human rescurces and creates a confusing public message.
The S:té’se C_Evi!..:S:'ervfc_e-system:-.pi'aysan:im-pertant.rete in conducting day-to-
da'y' QQVern'm-eﬂt:-oparations. -Civil Service; however, was never designed nor
intended to provide the flexibility required to accommodate the needs.of an
entertainment enterprise such.as WSFP. Currently, hiring or implementing

changes must be:done through the Civil Service process, within. Civil Service

.. guidelines and requires the approval of the Departrment of Tourism Appointing

Authority.- The new structure should provide WSFP with the ability to attract,
hire and change personnel without delay or restrictions; especially in key

management positions.- The Committee, however, would recommend




a;_c:rjgmp!i_fs_hin_g changes in phases utilizing atirition, mandated State budget
position reduction requirements and phase out strategies in order {o.provide
- current Civil Service personnel ample opportunity to make sound and.
beneficial career decisions. The new structure.could in fact provide for
remaining Civil S.é.wants to ._c_:;:;:n.tra_a_t. with the new entity for specific duties
currently performed for WSFP. |

The Commzﬁee recommends after the sunset period. continued employee
consol;daticn between ogeratfng ent&tles at WSFP by possubiy foidmg
M;iwaukee M;ie WEC and ihe PN!C under one new orgamzahona! umbreﬁa
This meaw_rezi_ws{;;_prpvrda_.fiﬁ_a-n_m_e_;__i,Samn_gs and efficiencies of scale for the
_entire enterprise and create more coordinated Park-wide programmatic and
marketing efforts for increased rovenue generation,

The new structure should allow fo;' the WSFP Board to deveiop sts own set of

-'proourement guzdelmes as an aiternatwe tm uszng the State procuremant

system. WSFP's business is very unique within State government, and
therefore, should be provided procurement uies that it s needs. The new
stru_g:zt_gz_reg shg_gia, :hp;&eyér; : p_;oyigi_g the thiqn to.use the .;Sf{gi_e system where
ben_e_figiag l.e. the ability to buy off of the State contract list. The WSFP Board
should adopt key State procurement policies to ensure faj_mg_ss_among
providers of goods and services.

»  WSFP should be provided the authority to oversee the operations of PNIC -
under one umbrelia enterprise if WSFP continues to. be held accountable and .

financially responsible for its debt service. The non-profit corporation,.
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however. should be maintained 10 receive the benefits of the philanthropic
“rcontributions.,

o The Committee recommends creating an entity that permits the separate or

subsidiary creation of a vehiclefor f_imd'réisiﬁg and perpetual endowment.

« The new structure should -a‘t'iev«;?-"fé"r*‘WSFP?%cj'rété!iﬁ'éi’i’re{rerines"a-nd-
contributions genefated by the enﬁtf.

. The new struciure shouid retain continued use of the LAB

. _. .Legzsla’taon for the new siructure shauid deﬁne by statute the %egai and

g nanc;al relattensth between WSFP and the State as ;t reiates to Park

“property. For the new structure to be successful, it must be properly
" capitalized through private resources, have ‘sufficient operating reserves to

meet projected deficits, if any, and it must commence business without being

“ i a defcat posmon o

"'ﬁ;':""WSFP sho:.i d a‘tmze the best comb;natlon of quasamgovemmen’s medels for the' =

new structur‘e mc!udmg the mcdels for Summerfest Bradiey Center |

"Entertamment Corporatscn Miller Park Lambeau Fieid Mfdwest Expr@ss

" “Center, Wisconsin Sta"te‘"lhves’{ment Board,'WH;EDA an_d -UW ‘Hospital. :
Copies of agency models and a comparative matrix are attached to this report

as Attachment 1l

A SPECIAL COMMITTEE ON LINKAGES

What follows are the commentary and recommendations with respect to the legal

and financial relationship between WSFP and Milwaukee Mile, PNIC, WEC, and

Permanent Stand Vendors. and recommendations for restructuring or change.




- MILWAUKEE MILE

... Land.purchased in 1892 as a permanent site for the WSFR included an

- oval racetrack that was originally the site for harse races, which continued
-until 1954, Automobile races began in 1903, anda -G*Tﬁ;ﬂ?!ﬁfa”d was built

in 1938.. Today, the 56-acre ,Mifwauke@ Mile racetrack and Grandstand

- . seating area en-c@mpass__r%aar?é_-'th-a'ﬂ-ZS%-éf_ the fairgrounds.. The -

- Milwaukee Mile is ihe.ofdestoperating.auiomebi%e speedway in the world.

e IQThe M:iwaukee Mlle racetrack lts managemarzt siructure and :ts ﬁnanc;ai

o -.relatmnsh;p wath WSFF’ hava undergone s;gnn‘“ cant: changas in addtifon to

:.the 319 1.miilion Grandsiand renovation that was campietad for the 2003
. Tacing season. After nearly 75 years of contracting with racing promoters,

and two days before the start.of the 2003 racing season, the WSFP Board

- .announced-that it was endmg its rac;ng pmmoter contract thmugh a ﬂghts

o ..::_s_-.-;purchase sa thai M;iwaukee Mi e couid be managed and pmma’ted

zntemaily by WSFP, to give WSFP full control of Ml%waukee Mlie $: future
: _;__pc;tenitai | |

_ proq;_:gt@r ;r';ghts is the. equz_vai_ent_ of ib_e_reacqu;-s;i;qn of c;pn'gr_a_l_- of WSFP
- real estate.. Whether racing Is successful on a short.or long term basis,

~the termination of the promoter’s. contract makes Milwaukee Mile real

.pstate free and clear of a long-term encumbrance and returns to the State

options as to the future use of the fand that encompasses Milwaukee Mile.
- In July 2002, a new agreement (2002 Agreement) was negotiated with

.. CarlA. Haas Racing Teams, Lid. (Haas), and replaced the original 1992
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Agreement (1992 Agreement) to facilitate building of a new grandstand

“gtructure. ‘The 2002 Agreement restructured the business formula and

*gliminated the mandatory annual minimum rent of $300,000 paid by Haas
© ‘as contained in the 1992 Agreement. The 2002 Agreement required that

. anntial debt sérvics be paid from tace related revenues and be

reimbursed to Haas only in the ‘event that the promoter did not generate
:s"t-ifficieﬂt"ﬂ-et '-inﬁén*ie for that given year. Under this scenario, the 2002
":Agreement prowded that the WSFP would ‘then be reimbursed for that
-~ debt semce from net income generaied in the next year. 'If,in a ‘three (3)
year 5;39:"30‘6 .'Haas did not pay WSFP at least '$900,0‘0€) in net -prof t and
~cover debt service payments, WSFP would have the unilateral right to

“terminate the 2002 Agreement.” Under the 1992 Agreement, Haas paid

e mos’e outstandmg debt servzce from mf eld lmprovements track’ resurfacmg

':"”.and fencmg Dabt servzce paymen’ts averaged 5362 000 from FY ’2998—- e

1999 through FY 2002-03. ‘However, the 1992 Agreement provided few

' termination provisions other than for non-payment of minimum rent or

- criminal actions ‘and provided no oversight opportunities relative to race

“budgets or experises. In comparison, the 2002 Agreement added better
- “termination options under a short time frame, increased ‘profit sharing to a
50-50 level and expanded oversight as to annual opérating budgets and
rarketing activity. ‘The 2002 Agreement allowed for the new Grandstand
“to'be built and preserved racing for the future benefit of WSFP.
Haas audited financial statements réported net losses in calendar years

" 2000 and 2001 Declining revenues were attribiited to the split between
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CART and IRL in the open wheel racing industry. Incalendar year 2002,
Haas again reported a significant net loss. -Ceonsequently; WSFP racing
- .revenues declined under the first year of the 2002 Agreement from

. $772,984 in 2001 10.$34,900 in 2002.. . .

-Despite a postedloss by Haas in 2002, -WSFP now had the rightto -

. terminate the 2002Agreement if net profit to- WSFP was less than:

$900, _QQO. ..over a .’zhme‘year period-and debt:service had not been met.

e Therefore WSF P’s iong-—term expasure of keepmg an under»parfarmmg

: promoter was. reduced frcm twenty (20) years inthe: 1992 Agreement to

- three {3) years inthe 2002 Agreement. - - e

In refrospect, the 2002 Agreement today certainly can be criticized for
including (1) profit-sharing provisions that had fimited or.no value (given

- Haas's consxstent losses and failure: i:o more vngarousiy promote or

"".:f..i.:;expanei rts racmg pmgram) (2) the ehmunataon of the mtmmum annual rent

- payments of $300,000; and (3) the elimination of the requirement for Haas

1o reimburse WSFP for ctebt__--sewice costs if Haas did not realize a profit.

e --Howfev-ar,- WSFP saw increased revenue generation potential by -

eliminating the middleman that could ultimately lead to an increased
capitalized.value of the asset.. The acquisition created no more risk to

WSFP than the existing 2002 Agreement. . Operational control of

- Milwaukee Mile would provide further cost efficiency through -

organizational consolidation. While WSFP was always responsible for the
$3.2 million in debt, in re-acquiring the promoter's rights it also acquired

over $4.4 million in capital improvements made to the racetrack by Haas
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“. during the term of the Agreements and other asséts that had ‘a much

‘higher fair markgt'rvaiue- than its stated valie on'Haas’s books.

The buyout or termination of the Haas contract shiould be looked at from a
cost standpoint as a reacquisition of WSFP real estate and ‘a termination
‘of an tnder-performing contract, given the capitalinvestment that the
Milwaukee Mile represents. Under the 2002 Agreement, WSFP would
-“have been responsible for outstanding debt service. Mos’t_ 'i'm_';;ﬁ'rtant!y, if
.-wsFP-e:had.-hé«t’_reéégéﬁa-ted ft'héxAgr__e'ém-e“n{whig}i--;S'e_'rmsﬁéd the building of
the new. G’ra’n’dsta’nd,-‘sén'c_ﬁcning 'E_Qd'ie's' mu@d: iii%e‘iiy have moved their
races to newer facilities across the 'coari’tiry' and eliminated racing from the

WSFP in total:

- ]t is believed: that ‘greater profitability can be achieved through the

ehmsnatzen of a promoter!mlddkeman Wzsconsm has a: strong and vibrant

e 'f-fracmg commumty mciudmg Menty—s:x (26) fiat tra{:ks throughout the

State: -Additionally, Milwaukee -Mii@_ has-a rich-and revered racing history
. throughout the racing industry.’ Whathas lacked over the last several
decades is a sense of connection or affinity by the grass roots fan base to
the once popular-Milwaukee Mile.
- WSFP, at the recommendation of the 1999 Strategic Development
Committee Report, has invested significant capital into the renovation of
the Milwaukee Mile with the goal of creating a “state-of-the-art” facility of

its kind in the racing industry. -
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Racing must be given a chance to grow under newWSFP ownership and

. leadership. in order to reach its true potential. To realize its true potential,

. the following actions must be taken by WSFP management

Establish actual revenue/expenses numbers for calendar year 2003

| _fé_n purposes of constructing a 2004 budget. =

Before December 31, 2003, the WSFP Board should be presented

with. a reasonable and sound financial budget forecast for the 2004
i ___:'_:_rac:sng seasen for purposes of understandmg the potentlal

. .;___proﬁtab;iaty an&/or f narzc&ai n$k of M}iwaukee M:}e

Consider extending the employment cgnira;@t of _the_;Generai

-Manager ("GM”) after a performance review and after setting

performance standards, and provide him the ;_tpp_is_a_nd opportunity

_fo build has team on an mtegrated ba&s with the WFSP enterprise
G -:__f_;_;:_-arad an, overaii successful cperanon | |
. Exploit all possible signage inventory sa!_es_fq_r,purposes of

s max:m#zing revenues e

Exp%ore and pursue al il product e.x_clpgi_vg category opportunities
r_eiate__d to ﬁ'_xe_ __Miiwau_kee Mile and _.w_he_re: appropriate, coordinate

and incorporate the opportunities with key WSFP-wide packaging

Continue to develop and implement new leading edge hospitality
entertainment events leading up to the races. The goal is to market
each race as an entertainment event, not just a race.

Pursue naming rights for the Grandstand, infield road course, and
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10,

42

13.

14,

" track gates.

* Develop a “Friends of Racing” program to grow a greater race

enthusiast base and help to foster new corporate sponsorship

" affiliations for Milwaukee Mile. “Friends of Racing” should

represent a cross section of Wisconsin racing enthusiasts to ensure

© proper representation.
' "inc;rease the local v:subtisty of Milwaukee Mile program by

"i:_":'ccns;stenﬂy partictpatmg in commun;ty events such as the “Drive

’}fhe_M- ile” -e\_{ent scheduied for Gctober 11, 2003 tc_a_ beneﬂt

~America’s Second Harvest of Wisconsin.

Secure 2004 major race dates this year to help expedite market

o :p:éféétréﬁbrﬁ for the 2004 season.
"'increase race program schedu e from two (2) race weekends to
e jfour (4) race weekends and space the race weekends across three

“(3) to four (4) months to grow revenue streams. The four (4) race

weekends should include races sanctioned by CART, NASCAR,

IRL, USAC and ASA.

Create a full race season ticket package to help foster admissions
ahd sales growth.

Ensure that the average fan has the opportunity to participate in

‘hospitality offerings, ticket packages and privileges formerly

" available only to the corporate community.

Foeus on supplementary non-race event programs such as Harley

rallies, auto car fairs, etc.
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15.
1@'-- :_'.: i

Develop.outreach programs in the Hispanic community to help the

AT

18

19.

21,

2.

23.

Focus on utilizing Milwaukee Mile during the winter months,

- especially for recreational snowmobiling and snowmobiling races.

- fan base grow.

- Continue developing the night race concept with CART and explore

use of the concept for the NASCAR Truck race or weeknight mini-

... ovalfrace course series..
Invest capital in upgrading the infield road course to allow for
~increased pro_gram'-:potentiai such as the legends series, sports car

club races, motorcycle races, go-cart series, and driving schools.

Before such capital is invested in upgrading the infield road course,

- WSFP management needs to present to the WSFP Board.
. reasonable and sound financial projections as to revenues and
 expenses that can reasonably be expected to be generated based
. _u?on_ the capital cost infusion for the infield road course.
__P_Lj_‘_r_'s_ue road course race,__.a@tiﬁe_m_entgspg_r:-]sars_,h.ip_q;pport_unities.
..Purchase an upgraded leader board. (scoreboard) to increase
advertising opportunities and to provide better customer appeal.

- Explore retooling the existing scoreboard into.two sections for

- north/south end placement to provide increased sponsorship

-inventory and fan.amenity. .

Incorporate digital messaging boards on top of scoreboards to send

...messages to crowd as well as to sell rotating advertising.

Build a new media and infield care center (both required by
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25,

- 28.

27.

“sanctioning bodies) and purstie sponsorship for both.

Consolidate Milwatikee Mile staff and WSFP staff to reduce costs

““and take advantage of respective organizational strengths.

Act immediately to fill skilled staffing gaps where required.

‘Increase ticket sales by implementing enhanced telemarketing and

' group sale efforts,”

Work closar W}th the respecttve sanct;on;ng body marketmg teams

' *‘":':to deveiop }omt prcgrams to grow awaremss and ticket base sales

28,
28,

i -propraetary r;ghts {)f Mtlwaukee Miie in cc:njunctton W1th and under R

30.

“in Eocai markets

' Mazntam'aﬁordab e or value-added ticket packages that do not out-

Hire an cutside marketing firm, if necessary, to assist the

: Matwaukea Miie staﬁ’ in the mventonzzng pncmg and saie of the

" the supervision of WSFP Marketing Director in an attempt to

“" capture new contractual income for '1_Ik'1€'5''2(3(3:3#20'(32?E racing season.

Before December 31, 2003, WSFP/Milwaukee Mile management

“should develop a detailed and comprehensive Business Plan for its
" tacing programs. and present the plan t6 the WSFP Board. The

* Business Plan should include a reasonable and sound

prognostication of revenues, including revenues generated by

 contractually obligated income, and operating expenses based
* Upon contracted events for 2004, current and future staffing needs

“for 2004 and any additional capital expenses that may be

30



- necessary fo increase use and event days. - -

- - In-conclusion; racing is the most popular spectator sport in America.
- -Milwaukee: Mile.can be reborn.and become profitable with strong
- management and marketing.. Management should be given an.
~-opportunity to build .the.-.-tésﬁé?r}d for purposes of not only increasing revenues

~but the capitalized value of the asset.. The Milwaukee Mile Business Plan

ought to set reasonab!e gaais for profitability, and if those goals are not

o mei aﬁer severa! years cf operatfon other optzcns naed to be expiored

with. respect to e thef seilmg the promoifona! nghts or sonvertzng ihe asset

1o other d@veiopmentai or WSFP uses..

B. PETTIT NATIONAL ICE CENTER

..

- PNIC ‘s building s State owned, but operated and maintained by the Pettit

National lce Center,.Inc.; a 501 C(3) cerpcratlen pursuant foa Lease

o [.Agreement PN!C was bu It 1992

- financed from approximately $4.0 million.in private. contributions and 9.3

million in program r'evenhéé'upp'orted-bé_ﬁds. Funds to retire the

0 utsta-n:din_g-_rdabt- are -:t;c.:b:e._-p_royi_cj_ed-_ihrough ;rent;pajym_ents fromthe PNIC
. fo WSFP undera Lease Agreement for.which PNIC is responsible for its

- .own-operating costs and for the debt service costs that WSFP incurs on its

behalf.

PNIC is expected to pay WSFP rent of approximately $74,400 per month

to cover debt service costs. - However, as of June 2003, the PNIC owed a

-1otal of nearly $1.3 million, or seventeen (17) monthly.payments, to WSFP.

In FY 2002-2003 alone, PNIC did not provide rent payments to WSFP for
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five months, totaling approximately $371,600. Because WSFP must
continue to make debt service payments on PNIC without offsetting rental
revenue, the amotint available for other fairgrounds operations is reduced.
WSFP is designated as Landlord pursuant to the Lease Agreement

- affecting PNIC dated December 18, 1992, and the lease has atwenty (20)

year term that commenced about December 19, 1992 and terminates

'3 The Lease A'gréeﬁrﬁént'i:s":'ésseﬁ"tiiéfiy a ;-paSS#thfcu'gh-vahicie wherein the
© - rental payments fo be paid by PNIC are the equivalent of the'debt service
payments to be made on the anderlying debt by WSEP to the bond

holders.

- WSFEPiisfinancially exposed pursuant to said Lease Agreement in that if

PNIC d"oésnet- pay its rent,“fWSFP is still responsible for paying the

* Uinderlying indebtedness, i.e.WSFP is responsible to continue making =+

debt service payments on the facility without the offsetting revenue if not
received.

WSFP receives no economic benefit from PNIC other than the facility

- being physically located on the WSFP property. WSFP does not share in
any revenues or in‘any economic upside and also is-responsible for the
payment of municipal services.

PNICs financial future is uncertain due to program inventory, capital
resérves, the configuration of the building as an Olympic oval, the

restrictions placed on the building and operations by the Olympic rings,



. the advent of new competition in the marketplace, and the inability to
consistently perform under the Lease Agreement.

A September 4 2063 le aukee Journai~Senuneiamcie ent:ﬁadiceRmk
Operators Feeling a Chill” indicates that “some believe the grbﬁviﬁg o

- number of _a_re_n_aé wi_li..o;;__tp_a_ce demand.. The poar economy and ;é_'sﬁ_r_ge
-In arena construction have indoor skating _ri_nfk__s in-southeastern Wisconsin
on thin ice.. With a prospective new complex of _fiye_ rinks being builtin_

~ Cudahy, some fai:_ii‘i.fy operators fear-there;-soonf;ﬂvii!'-_h'ofz be enoughhockey

 players, figure skaters, and other winter sports partcipants to go around.”

PNIC has struggied financially since its opening and has been able to
continue operations only through continued private contributions intended
- lo compensate for its operational costs. It should be noted, however, that
the original business document___s_ stated that PNIC, even at full capacity
. would not be capabie efcovermgbothaperat;ngexpensesand debt
- service.

Because, F’NIQ_ _Es._a_ private, not-for-profit corporation, its financial records
are not available to public scrutiny. However, according to financial |
j_r;_fcrma_iion .squi_’g’_ﬁed_ fo the State of Wisconsin .Dgpar;ment of Regulation
and Licensing, the private contributions on which the organization relies
- for much of its support declined significantly in.recent years. As shown

_.below, PNIC has generated net losses in four of the last five years, and in

2001 and 2002, the losses totaled more than $642,000,
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1998

——————

Y6007

2000

2001

2002

Revenues:

i Program
‘andother =~

$2,289,314
530.015

$2 178,517

490,756 |

$2,704,138

510,462 | .

$2 008.388

444,453 | _

$2,276,691
""" 403,508

Contributic{ﬁ R

. Total
Revenues

142819329
| (8.061.777)

‘Expenditures

(242,448 |

'$2,669,273

(2.910.456) |

(241,183)

83 214,600

(3.180.706)

33,894 |

$2. 542,841

{2.960:851)

(418,010)

$2,680,199

(2.904.630)
(224,431)

|Profittoss) |

< THe Lease Agresment containg a provision that during the months of

*“June, July and August, rent shall be abated unless otherwise agreed to by

" the parties. To the best of our knowledge, there has never been a rent

““abatement notice nor use of the facility by WSFP during the stated months

' 'that wouid cause a rent aba’{emen‘t

e E"':The ong:nai busmess model for PN!C has achsevad part of its mission;

which was to provide a facility to develop world class skaters. The long

“*list of U.S. gold medal winners underscores this point. This model,

however, was deficient in not providing enough program alternatives to

generate sufficient revenues to underwrite the ongoing costs of the facility

“and its programs.

. Since its creation. PNIC has operated and functioned as an independent

* entity at the WSFP, with little or no programming or marketing interaction

with the WSEP. This arrangement has not helped PNIC in terms of

business growth or market visibility and needs to change for PNIC fo be

successful in the long-term.




If PNIC is to be financially successful in the future, the underlying:
-Indebtedness must be refinanced, refit, or totally repaid to lessen the debt
service burden on PNIC.,

A seat on the PNIC Board designated for a WSFEP representative should
be created and filled immediately. . ... .

y Due to the pass-through structure of the Lease Agreement, PNIC has
fallen into default on its lease obligations.. Current payments due total in
 excess of $1.3 million, which have subsequently been paid by WSFP to
déficitg,_.:e{_ sﬁo_rt:faiis;_fp.r WSFEP. PNIC has never been given a written legal

notice of default.

... Given the age of the building, significant maintenance, cosmetic, and

capital improvements can be expected; however, no reserye fund

fut_ure_:_p:i:___ns for PNIC. An engineer, building expert, or Division of Facility
Deygicﬁmént representative should be r;etéin_ed__ _io.p_;fepgare; a report on the
- .cgr;_é_ﬁf $t_a-ii_,__ls_ :_of_-._thé__ building’s maintenance,; repair and capital
improvement needs,
- Recently, PNIC has hired a new Executive Director and Program and
Marketing Director, entered into a contract with a local-hockey group to
-...Strengthen its training program, and announced that Olympic speed

skating is returning to Milwaukee.
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On August 29, 2003, PNIC representatives presented to the Chairman a

preliminary performance plan and budget. This plans calls for increased

programming and revenue generation and includes:

«  ""The need for a third shest of ice outside the facility and increased
recreational and public skating;

v Utilization of the running/walking track and potentially leasing some

- “sfthe PNIC space to a health/fitness facility;

" Reconfiguration of the Hall of Fame second floor of the facility into

" aviewing/restaurant/shop and ‘center of commerce:

< Afvincrease in sponsorships and charitable contributions o the
501C(3) organization;

W “Dan Jansen serving as a spokesperson for the Friends of Pettit

- program;

.+ Further development of a revenue and brand-building relationship

with the U.S. Olympic Comimittee, U.S. Speed Skating, U.S.
'Hbckey;-ahd--ﬂ.-'s;-Figufé Skating; '
. 'Embracement of the rings and marks to actively promote PNIC’s
designation as a U.S. Olympic training facility and potentially
' changing the namie of the facility to the Pettit Olympic Training
Facility;” |
« " ‘Establishment of PNIC as the official home of the development
office of U. S. Speed skating;
. Leverage of the availability, proximity, and affordability of WSFP

Youth Center to create a virtual Pettit campus that could be
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- incorporated into a myriad of skating and Olympic training

‘programs;

-+ Development of a programming strategy for PNIC's facility during

the full run of the Wisconsin State Fair;

-PNIC, for.purposes of cost efficiencies, should consider shared
services with WSFP in the area of marketing services, printing,
advertising, facility operations, .__Yo_Lgtb__ Center and administrative
- services; . " _ | R
-As a Landlord and to legally protect WSFP and the State, an
. appropriate notice of default should _i:ae.giy_eg‘; to PNIC so that the

~ defenses of estoppel, waiver and laches cannot be asserted. This

- notice should be accompanied by a Jetter from WSFP providing

scenarios under which operation by PNIC could continue. The

~.. scenarios or.a combination of scenarios would be as follows:

1. Before December 31, 2003, PNIC shall present a final

- . Business Plan to the WSFP Board which contemplates the

+. fepayment of rental arrearages to WSFP, provides for
retirement of the underlying indebtedness through
-refinancing or satisfaction, provides for an appropriate

... Purchase Agreement of the improvements on the Property,
-and create a. satisfactory ground lease relationship between

- the State and the PNIC. .
2. ... .Before December 31, 2003, PNIC shall present a final

Business Plan to the WSFP Board that contemplates
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" repayment to WSFP of amounts in arrears, an increase in

revenue streams and programs, and a renewed effort to

" Sbtain private ‘contriblitions which will assist PNIC in

securing its ability to-make rental payments and other
 operational expenses and capital improvements. If WSFP is
“convinced that such Business Plan could work, WSFP would
*“make a good faith effort tb“ha\?g the underlying indebtedness
r_efﬁ 50 as’to redut:é .the monthiy rental payments, providing,
howsver. that WSFP and PNIC rensgotiate their Lease
‘Agreement more akin to'a triple net fease that makes PNIC
" responsible for all o"pératirig“’éx;}enseé,""murzicipal services,

" maintenance, improvement and capital reserves for the

Property.

S CWSEP takes over control of facility operations -'Gn-d-er_-_th-e. new:

" company for continued ice and other programming, while
" retaining t-'he_f 501C(3) entity for purposes of receiving the
“annual Pettit Foundation payment and additional
philanthropic contributions. This scenario would envision the
" charter of the 501C(3) to be narrowed to focus strictly on
" serving as the fundraising vehicle and contributory conduit
““for the PNIC's future financial well being.
WSEP takes control of the facility under the new company

" for alternative uses and programming or leases the building

" to a third party..
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5. ... The State Legislature takes action in further defining
WSFP’s future refationship with PNIC, inciuding the level
- .. and source of public financial support that may be necessary
to continue the PNIC and alleviate the responsibility of

WSFP for PNIC financial losses.... .

In conclusion, the current.pattern of business operation cannot continue unless

there is an immediate action taken on the part of PNIC, WSFP and the State to rectify

the current situation. . .

C. . WISCONSIN EXPOSITION CENTER .

‘.. -

Exposition halls for consumer and trade shows have a long history at
- WSFP. In-1910, the Machinery Hall (South, Exhibit Hall) opened for such

~-purposes. In 1924, a new building (North Exhibit Hall) was built to

accentuate such activities. In.1925, appearing at the fairgrounds for the

first"ametheW%scansmManufacm rers Association held its third

Wisconsin Products Exposition.. Extensive made-in-Wisconsin displays

- helped-to develop a better understanding between agriculture and

industry. Therefore, WSFP has a long histéry of buildings that are

dedicated to expositions. .

~In October 2000, the WSFP Board created a.separate legal entity, the not-

for-profit State.Fair Park Exposition Center, Inc., to build and manage the

.- WEC on the fairgrounds. WEC is owned and.governed by a five (5)

member board consisting. of the Chair-of the WSFP. Board, one (1) other

- -member of the WSEP Board. and three (3) members.appointed by the

WEC Board. The WEC Board has broad general powers that include
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obtaining financing by meéans of loans or other methods and approving the
sale. lease, or purchase of real estate.
" “The decision to'create a notfor-profit corporation was based on various
“factors, including:
1. the notfor-profit corporation was able to use industrial
revenue bonds for construction costs; -~
2.7 industrial’revenue bonds allowed the building process to
"'p.h':.:ceed ona fasfér:sbhedulé because review and approval”
by the s:aie_*s_amgs Commrssmn was not required: and -
3.7 " thecreation of 'a3-pi’i\kéie'--nct'-;for—pro'fit:c::cﬁ’r;:)cjr:aﬁém would allow
WEC to operate without any of the statutory constraints
- placed on state agéncies, siich as numerous procurement

and’ personnei requirements

“accommodate large events previously held in various 'WSFP exhibit
buiidiﬂg}s and to attract new events; ;nciudmg !arg’é*étéh_sumer and trade
WEC’s construction was funded with $44.9 million in industrial revenue

" bonds that the City of West Allis issued to cover planned construction

" costs 'of $35.8 million, as well'as an $8.5 million reserve for debt service

and interest costs. The City of West Allis loaned the bond proceeds to the

. WEC Board, and the WEC Board obtained a letter of credit from a

" ‘commercial lending institution (U.S: Bank) to secure the loan and the

‘bonds. The industrial tevenue borids that funded WEC:S construction
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~.were refinanced.in October 2002.. L}ne;_ier_t_ha_._tieﬁr}_anced.:boncfs,-_._a_nnuai
debt service payments will be $2.5 million in FY 2003-04, and will increase
- 10°$3.3 milfion by FY 2010-11.and.remaining at approximately that amount
_-through FY 2028-29, when the bonds are completely ;:e_:_pa_i_c;_.- WSFP is not
liable for the underlying indebtedness, and. unless WEC immediately takes
... steps to increase top-line revenues, the underlying indebtedness may be
- .in jeopardy of default in that capitalized interest and reserves have been

| 'ut"i_ﬁz’ed _fgr -payméni suiqé_i_g_'izatioﬁ,_ L

- WEC's construction has created a most attractive new venue at the
fairgrounds, profits generated by WEC for the benefit of WSFP were not
projected fo;. WSFEP until the.third year of operation. However, revenue
- loss to WSFP was disclosed in the approval process - The WEC businesé
_..model has contributed to the contznmng f;nanmal pressures on WSFP 3
__:_;Zoperatlng budget | | | & |

The ¢ construction and opening of the new WEC in August 2002 transferred

- approxrmataiy $4OG OGO in parkmg revenue fram WSFP fo WEC, shlﬁed

L _event revenues of approx&mateiy $1 7 m:!ilen and requzred WSFP to pay

annual rent of $200,000 for use of the venue during the State Fair. WEC
was built, in part, to replace aging State Fair facilities. After the August
2002 State Fair, WSFP. razed exhibit buildings that had been the primary
hon-fair revenue-generating facilities on the fairgrounds to efiminate
potential cross competition between eniities. As a resuit, WSFP
~-experienced a substantial decrease in available cash flow from these

events.
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. 7 WSFP's non-fair revenue declined from nearly $4.7 million in FY 2001-02

o $3:1 million in FY 2002-03, a 33.3% decrease. |
. Atcording to its staff, the WEC has held or is scheduled to hold only thirty-
" four (34) events in calendar year 2003, or one-half of the sixty-eight (68)
“gvents originally projected.
o WSEPR will réceive no rent from WEC in calendar year 2003, Several
~ factors will make it difficult to sngmfacanﬂy improve profitability in the short
term (2{303 2{)94 and: 2005) For exam;ai
1. “The pro forma as originally constructed and upon which the debt
seivice was based was overly optimistic and aggressive.
2. WEC’s president, who is important in marketing the entity, resigned
in April 2003 after a short tentire in his position, and the position

has not yet been filled, aithough mtervzews for the posrtlon are

il bemg heldin September arid October 2003
3. Pre-opening marketing was undertaken too late because exposition
i 'Idé_ft_és'- are typically finalized more than a year or two in advance and
- ccn:éétjuénﬁy’;?mariy events 'were"a'l'feady-i*_eé'ez‘ved"'af other facilities
“for calendar year 2004: As'of 10/15/03 only twenty-three (23)

" avents have resérved the WEC in'2004.

4. Tofacilitate operating of WEC, the WSFP Board and the WEC
“entefed into two agresments in August 2001: a Ground Lease

“Agreement and a Licensing Agreement. Both agreements

" contained provisions that favor the WEC at the expense of WSFP.
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5. . .WEC was built as a si_ngzie*purpcse-b__uﬁd_ing fo support and grow
the traditional consumer and trade show lines of business at the

- WSFP for the good of the enterprise. However, by shifting annual

- «Fevenues generated from this line of business to WEC, WSFP put
- ltself in a more tentative financial position and subsequently has
- -contributed to the deficit for WSFP., .
. The building was designed both operationally and esthetically as one of

. the best stand-alone :exp'ci_siti_ia_n;psniers; in the country and therefore is

P bg_i.ie_véd tobe .capq;ble_.'ef_ :gérf_o,rbﬁin?g successfully in this ind u-stry in the

future provided that tép line revenues are increased and provided that the

following.ocours: . .. .

1. A new, experienced President should be immediately hired who
-possesses significant sales, promotional, marketing; and
entrepreneunaiskﬁis s T L e T

2. . Eventdates are substantially increased. _

3.. . Non-raditional events and meetings are procured to fill in non-

event day openings in slower months.

4. .. Non-event revenues must be significantly increased in the following
areas; . .

. Naming Rights must.be aggressiv_eiy pursued and secured

for the building. .. .
I _:§ig:}.aga_,is_c;ur.r_,’ent_-iy: non-existent throughout the interior of
the building and must be pursued with sponsers.

. Opportunities must be pursued for corporate sponsorship.
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11.

.~ WEC lobby should be utilized as a Wisconsin Business
Showcase wherein Wisconsin companies ¢an showcase
" “their stories and products in‘a kiosk or exhibit format and

““enterinto license and signage agreements with WEC.

“ Current operating overhead levels must be significantly and

immediately reduced '5é'n'd'-béﬁér”'i:n’tég'ré'ted with WSFP.

 The Chairman of fhe WSFP Board shail automatncal!y serve as

G ':='Cha|rman Qf the WEC Board subject to alegal optmon that the dual
'-roies of Cha;rman of WSFP and WEC anrds IS nota conﬂ:ct of

SR 'i’n-te're’St.; e

Three (3) new WEC Board members must be immediately

 appointed 1o fill vacancies'created by resignation.
WEC and WSFP must work ciaseiy to achzeve beﬁer Iabor

= ’efﬁmenates ’thmugh c:rcss—~staff ut;ﬁzat;on arrangements

A new budget and pro forma should be created before December

31,2003 1o more realistically reflect expected revenues and

reduced expenses.

“WEC leadership needs fo drive business by creating unique

business packages, not being so rigid on license fees and scaling
up licensing fées on longer term contracts

The relationship with the concessionaire should be reviewed fo

- determing if the concessionaire would capitalize the cost of a

Kitehen which would create alternative uses for WEC and

‘Milwaukee Mile,
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