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Purpose 

• Update Park and Recreation Board on City of 
Dallas and State Fair of Texas (SFT) Memorandum 
of Understanding (MOU) in response to the City 
Auditor’s May 13, 2016 “Audit of Fair Park 
Business Partners Oversight” report – specifically 
Audit Recommendation V 

• On April 20, 2017, staff briefed Park Board on 
Management’s Response Status to City Auditor on 
Audit Recommendations II, IV, VI and VII 

• Audit Recommendations I and III concerned only the 
Office of Cultural Affairs 
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Audit Recommendation V 

• “We recommend the Director of PKR work with the 

City Attorney’s Office and the State Fair of Texas to 

develop and agree on a contract definition that is 

sufficiently clear to allow PKR to verify the 

reasonableness of the amounts determined by the 

State Fair of Texas as available for the development 

and enhancement of Fair Park” 
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Memorandum of Understanding 

• Staff from Park and Recreation and City 
Attorney’s Office have worked with SFT 
representatives to draft a Memorandum of 
Understanding (MOU) that meets the purpose 
of the City Auditor’s recommendation 

• The City Attorney’s Office has developed a  
MOU that clearly defines 

• Excess of revenues over expenses 

• Reasonable and prudent reserves 

• Major maintenance and capital expenditures   
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Definition: 

Excess of Revenues Over Expenses 

• “Excess of revenues over expenses” refers to 

the line item from SFT’s Audited Financial 

Statements prepared in accordance with 

Generally Accepted Accounting Principles 

(GAAP) 
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Definition: 

Reasonable and Prudent Reserves 

• Reasonable and prudent reserves refers to 

SFT’s current Reserve Fund policy which is 

calculated to be approximately 25% of the 

average of the prior five-year period of the 

line item from the SFT’s annual audited 

financial statement of activities titled “Total 

Expenses” 
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Definition: 

Major Maintenance Expenditures 

• Major maintenance expenditures are permanent improvements 
to Fair Park buildings and grounds that benefit the park 

• Examples of major maintenance expenditures: 

• Structural repairs 

• Roof repairs and replacements 

• HVAC improvements 

• Fire alarm systems 

• Building renovation/preservation 

• New construction 

• Parking and paving improvements 

• Landscape improvements 
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Definition: 

Capital Expenditures 

• Capital expenditures are improvements primarily for the daily 
operations and staging of the annual State Fair of Texas 

• Examples of capital expenditures: 

• Coupon booths and game kiosks 

• Concession tents 

• Theming 

• Shade structures 

• Ride enhancements 

• Customer service facilities 

• Livestock equipment 

• Parking improvements 

• IT equipment 

• Minor equipment 
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Major Maintenance and Capital 

Expenditures Selection Processes and 

Procedures 

• Net revenues shall be allocated to major 

maintenance and capital expenditures 
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Major Maintenance and Capital 

Expenditures Selection Processes and 

Procedures 

February of each year Previous New 

SFT will close out financial books on prior year 

SFT Board will determine “reasonable and prudent 
reserves” and establish its Reserve Fund amounts for 
current year following National Council of Nonprofits 
guidelines 

PKR and SFT will hold an initial meeting for SFT to 
present preliminary estimates of Net Revenues from 
previous fiscal year 

10 



Major Maintenance and Capital 

Expenditures Selection Processes and 

Procedures 

February of each year Previous New 

SFT will present a proposed schedule of capital 
expenditure projects and major maintenance projects to 
PKR Director.  

PKR will have final approval of all major maintenance 
projects in this Preliminary Schedule 

PKR will present its own list of proposed major 
maintenance projects to SFT for review and 
incorporation into the Preliminary Schedule 

During the review of the Preliminary Schedule, SFT and 
PKR will initially agree which party is best suited to 
undertake each major maintenance project 
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Major Maintenance and Capital 

Expenditures Selection Processes and 

Procedures 

April of each year Previous New 

SFT will receive final audited financial statements, 
prepared in accordance with Generally Accepted 
Accounting Principles (GAAP), from its independent 
public accountants 

SFT will hold a second meeting with PKR to present final 
figures for Net Revenues from the previous fiscal year 

SFT will present the Final Schedule for written approval 
by the PKR Director 

Final Schedule shall be inclusive of project details and 
major maintenance project responsibilities 
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Major Maintenance and Capital 

Expenditures Selection Processes and 

Procedures 

April of each year Previous New 

SFT will provide the final dollar amount allocated to PKR.  
The full amount for PKR’s allocation will be earmarked 
and made available to PKR from SFT’s board-designated 
restricted Fair Park Improvement Fund account, if it 
wasn’t already fully funded in February 
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Major Maintenance and Capital 

Expenditures Selection Processes and 

Procedures 

Previous New 

SFT will establish Fair Park Improvement Fund as a multi-
year fund 

SFT will provide an initial portion of funding of PKR’s 
allocation in the Fair Park Improvement Fund, which will 
become available to PKR for major maintenance projects 

Upon request, SFT shall release funds to PKR 

PKR will provide SFT a written list and status report of 
major maintenance projects managed by PKR and 
previously funded by SFT 

14 



Appendices 

1) April 20, 2017 - Park and Recreation Board Briefing – 

Audit of Fair Park Business Partners Oversight Update 

2) 2015-2016 State Fair of Texas Financial Statement 
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APRIL 20, 2017 - PARK AND RECREATION 

BOARD BRIEFING – AUDIT OF FAIR PARK 

BUSINESS PARTNERS OVERSIGHT UPDATE 

Appendix 1 
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STATE FAIR OF TEXAS  

AUDITED FINANCIAL STATEMENTS  

2015-2016 

Appendix 2 
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