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February 18, 2013

Ms. Ann Hammond

Assistant Executive Director - Planning
Nashville Metro Government

800 2™ Avenue South

Nashville, Tennessee 37210

Dear Ms. Hammond:

Conventions, Sports and Leisure International (CSL), in conjunction with Venue Solutions Group (VSG)
and Convergence Design (Convergence), has completed a report regarding Phase 1 of a Master Plan for
the future development and operation of the Tennessee State Fairgrounds (Fairgrounds) site and
surrounding area in Nashville, Tennessee. The attached report presents our research, analysis and
findings and is intended to assist the Metropolitan Government of Nashville and Davidson County (Metro)
in its planning related to the future of the Fairgrounds and its site.

The analysis presented in this report is based on estimates, assumptions and other information developed
from industry research, data provided by Metro, discussions with industry participants and analysis of
comparable fairgrounds complexes. The sources of information, the methods employed, and the basis of
significant estimates and assumptions are stated in this report. Some assumptions inevitably will not
materialize and unanticipated events and circumstances may occur. Therefore, actual results achieved
will vary from those described and the variations may be material. Furthermore, all information provided
to us by others was not audited or verified and was assumed to be correct. All primary research and
analysis for this engagement was completed by December 2012.

This summary report has been prepared for the internal use of Metro, and should not be relied upon by
any other party. The report has been structured to assist Metro representatives in evaluating issues
pertaining to the operations of the Fairgrounds and should not be used for any other purpose.

We sincerely appreciate the assistance and cooperation we have been provided in the compilation of this

report and would be pleased to be of further assistance in the interpretation and application of our
findings.

Very truly yours,

C Sl Tateinatoome

CSL International

Conventions, Sports & Leisure International
520 Nicollet Mall e Suite 440 e Minneapolis, MN 55402 e Telephone 612.294.2000 e Facsimile 612.294.2045
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Executive Summary

Conventions, Sports and Leisure International (CSL), in conjunction with Venue Solutions Group (VSG)
and Convergence Design (Convergence), (collectively referred to as the Project Team), has completed a
report regarding Phase 1 of a Master Plan for the future development and operation of the Tennessee
State Fairgrounds (Fairgrounds or TSF) site and surrounding area in Nashville, Tennessee. This executive
summary outlines the key findings associated with the Phase 1 Master Plan effort. The full written report
should be reviewed in its entirety to gain an understanding of the engagement’s methods, limitations and
implications.

Background and Approach

The objective of this Phase 1 effort is to develop and recommend a market supportable Fairgrounds
facility program that is designed to enhance the long-term financial and economic impact-generating
performance of a Fairgrounds complex in Davidson County. Further, the Phase 1 effort investigates
industry best practices and recommends potential areas for business plan adjustments that could serve to
improve marketability, event capture, financial and economic impact outcomes. In addition to assessing
physical facility redevelopment, expansion and/or improvement issues, the Phase 1 study effort will
assess opportunity costs and implications of “doing nothing” in terms of physical facility investment for
the near and long-term.

The Phase 1 Master Plan is a forward-thinking effort to protect and enhance the long-term viability of the
Fairgrounds for the benefit of Nashville and the state of Tennessee. Within this report, the Phase 1
Project Team recommends a market supportable Fairgrounds facility program, analyzes several potential
development scenarios—with the end purpose of identifying a solution that considers highest-and-best-
use issues and enhancing the long-term financial and economic impact-generating performance of a
Fairgrounds complex in Davidson County. The Phase 1 Master Plan study effort consisted of a variety of
community outreach, best practices research, benchmarking and analysis steps.

Existing Tennessee State Fairgrounds Complex Assessment

The Tennessee State Fairgrounds has a long, rich history and the facility and its events and visitors have
made an important contribution to the Nashville community’s fabric and history. The 117-acre TSF is
located less than one mile south of downtown Nashville, Tennessee. The inaugural Tennessee State Fair
was held in 1906. In 1910, Davidson County purchased the fairgrounds site, agreeing to a 99-year lease
with the State of Tennessee for use of the property as a fairground.

The Phase 1 Project Team toured the TSF facilities and interviewed TSF staff during our evaluation of the
physical condition of the structures. While the age of the structures varies, most on the TSF property are
in “fair” condition, with a few in “poor” condition and others in “good” condition. There were no facilities
that we consider to be in “great” or “excellent” condition. Additional detail and specific recommendations
regarding physical repair and maintenance items that should be considered under various
development/operating scenarios (including “do nothing” and no redevelopment scenarios) are provided
in the full report.
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Each year, the TSF hosts a wide variety of both local and non-local events, including meetings, banquets,
fundraisers, tradeshows, seminars, public/consumer shows and other such events. Primary tenants of
the TSF, representing major recurring events/shows/activities, include the State Fair, Nashville Flea
Market, Fairgrounds Speedway Nashville races, roller derby and the Christmas Village. The TSF also
hosts many other events typical of comparable fairgrounds complexes located elsewhere throughout the
country, including public/consumer shows, entertainment events, meetings, banquets, and miscellaneous
events. As is typical with most fairgrounds complexes, there are a very limited number of traditional
conventions and conferences hosted at the TSF. Most of these types of events require more upscale and
differentiated space that is prevalent in hotel meeting facilities and convention centers. The one
noteworthy event segment that the TSF is presently lacking in addressing, as compared to the typical
fairgrounds complex, is the horse/livestock/agriculture event segment (i.e., primarily dirt-oriented, mostly
animal-focused events).

Beginning with the 2010 Tennessee State Fair, ownership and management of the State Fair falls under
the purview of the newly formed Tennessee State Fair Association, rather than the TSF complex itself as
in previous years. Therefore, the Fair is now operated as a lessee of event space at the TSF. Based on a
detailed analysis of the three most recent fiscal years of financial operating results associated with the
TSF, the TSF generates an annual financial operating deficit of several hundred thousand dollars. It is
believed that some within the local community have mistakenly believed that the TSF operates in
perpetuity in a self-sustaining manner. Recently, the TSF has been using capital reserve funds to absorb
these operating deficits. This type of deficit is consistent with the average of a comparably-sized
fairgrounds complex elsewhere throughout the country.

Comparable Fairgrounds Benchmarking

As part of a detailed industry benchmarking effort, a set of 12 comparable state fairgrounds complexes
was identified. Detailed physical facility, event, utilization, financial and other operating data was
collected from each and analyzed. The following exhibit summarizes the comparable state fairgrounds
facilities reviewed.

Largest

Ownership Size Total Permanent Portable RV Grandstand Arena

Facility Structure (in acres) Stalls Stalls Stalls Hookups Seating Seating
Arkansas State Fair Complex Private 140 678 122 556 200 n/a 10,200
lllinois State Fairgrounds State 360 678 615 63 300 11,600 7,700
Indiana State Fairgrounds State 250 1,065 215 850 170 13,900 7,550
lowa State Fairgrounds State 400 600 400 200 2,378 10,400 3,500
Kansas State Fairgrounds State 280 201 201 0 511 9,700 1,500
Kentucky Expo Center State 400 2,498 1,071 1,427 218 n/a 19,000
Mississippi Fair Complex State 105 1,000 1,000 0 300 n/a 10,000
North Carolina State Fairgrounds State 344 585 485 100 200 2,200 7,600
Ohio Expo Center State 360 1,012 1,012 0 363 n/a 5,000
State Fair Park (Oklahoma City) City 435 2,583 963 1,620 180 n/a 9,000
South Carolina State Fairgrounds Private 90 240 240 0 286 6,000 300
Wisconsin State Fair Park State 200 850 0 850 120 40,000 3,120

[Average 280 999 527 472 436 13,400 7,039 |

[Tenr State Fairgrounds Metro 117 0 0 0 20 21,000 2,500 |

As shown, the TSF tends to rank low among the comparable state fairgrounds complexes reviewed for a
number of the key physical facility metrics reviewed. In addition, the TSF presently offers a low amount
of indoor exhibit space relative to other state fairgrounds complexes, while the largest contiguous exhibit
hall at the TSF is by far the smallest among the comparable set reviewed. Further, the TSF's structures
are older and in a greater state of disrepair than many of the other state fairgrounds complexes. All
these issues have important implications on the TSF's ability to compete for events, attendees, exhibitors
and participants.

CONVENTIONS

SPORTS
&

TENNESSEE STATE FAIRGROUNDS MASTER PLAN — PHASE 1

Executive Summa
o Sy o8« GMENUE > |
utions group | ysertoem




In addition to available space, the Project Team also investigated the presence of a racetrack at
comparable state fairgrounds complexes. Of the 50 state fairs throughout the country, 29 do not possess
a racetrack within their site and all but two of the remaining venues offer only a dirt track for
horseracing, motorsports or both. Only the TSF and the Evergreen State Fair in Washington offer a
paved track for motorsports. Further, the Evergreen State Fair is actually a county fair that operates as a
state fair in name only. In fact, the Puyallup Fair will officially become the state fair of Washington
starting in 2013, meaning that the TSF is the only “official” state fairgrounds to offer a paved track for
motorsports.

Attendance statistics of annual state fairs throughout the country were compared. The average state fair
attracts approximately 606,000 people throughout the event (based on an “actual” attendance estimate
provided by each fair, rather than “ticketed” attendance tallies). The Texas State Fair attracts the most,
bringing in approximately 3.0 million visitors, while the Wyoming State Fair attracts the fewest with only
50,000 people annually. The Tennessee State Fair ranks near the bottom, among state fairs held in
Montana, Vermont and Wyoming, with approximately 100,000 people attending the Tennessee State Fair
annually. This is significantly smaller than attendance levels at states with much lower population levels
such as Delaware, North Dakota and Kansas, all of which attract more than 300,000 attendees annually.

Market Demand Analysis

A detailed market demand analysis was conducted with respect to a potential redeveloped Tennessee
State Fairgrounds. Specifically, at the outset of the research process, several focus group meetings were
conducted in Nashville with a variety of local area individuals—some representing organizations with
existing events held at the TSF, some representing local business/community leaders, and some
representing interested local citizens. Subsequently, an open house was conducted to provide an
opportunity for community members, Fairgrounds neighbors, project stakeholders and others to offer
comments and suggestions on the use of the study site for fair and event uses. Additionally, detailed
telephone interviews were completed with event planners representing key non-local event segments
that could use a potential redeveloped TSF. The telephone interviews were conducted with planners and
organizers of state and regional equestrian, livestock and other animal related shows, producers of
public/consumer shows, entertainment events and other such events with a potential interest in the
specific type of event space that could be offered within a new/redeveloped TSF.

The market demand analysis conducted suggests that a redeveloped TSF could attract a measurable level
of new events to the Nashville area. These new events will likely include a mix of local and non-local
events, with non-local events generating new visitation and economic impacts in the local community. It
will be important that the event facility retain focus on its core business (i.e., State Fair, Flea Market,
public/consumer shows, etc.) while capitalizing on the opportunity to create a “brand and theme” through
promoting livestock, agricultural and equine events. It is believed that events in this “animal” or “dirt-
oriented” category represent the greatest area of new market opportunities for a redeveloped and/or
relocated fairgrounds.

Located on the east side of the TSF, the Fairgrounds Speedway has hosted a variety of motorsports
events since opening in 1957. The Speedway is presently limited to hosting ten auto races per year, a
level that was recently increased from a limitation of seven auto races per year. Overall, the Fairgrounds
Speedway maintains issues that restrict the ability to attract and retain races and related events,
including: (1) noise and issues impacting the neighborhood; (2) limitation in dates available to racing;
(3) deficiencies in functionality, amenities, etc.; (4) historical challenges with promoter stability; (5)
closure of Nashville Superspeedway; and (6) high costs regarding the construction and operation of a
state-of-the-industry speedway.
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The Project Team contacted NASCAR directly to determine their potential level of interest in returning to
the middle Tennessee market and specifically to the Fairgrounds Speedway. According to a senior level
NASCAR official, NASCAR'’s position is that “they have no current position on the viability of returning to
the Tennessee State Fairgrounds”. This position was confirmed by calls to other NASCAR officials.

While the recent industry-wide contraction of major NASCAR-type events and the recent closure of the
Nashville Superspeedway along with its history of lower than desirable attendance provide some basis for
concern relative to the viability of racing overall in the greater Nashville marketplace, in certain respects,
it may also suggest some possibility of market opportunity for smaller, weekly racing at a track such as
the Fairgrounds Speedway. It is believed that racing (in terms of event draw and attendance) at the
Fairgrounds Speedway has been historically constrained by imposed date limitations, stability of the
contracted race promoter, and lower than industry-standard physical facility product. However, the focus
of this Phase 1 Master Plan is to outline a redeveloped Fairgrounds based on industry best practices. As
previously discussed, the best practices model for a state fairgrounds complex does not include a paved
motorsports racetrack. However, as the existing Fairgrounds site presently includes the Speedway, the
racetrack issue obviously needs to be considered if a redevelopment would involve the current
Fairgrounds site. A full market/financial feasibility study of racing in Nashville and a motorsports track
was outside the scope of this engagement.

Scenario Concept Analysis

The following key elements are considered market supportable for a Nashville Fairgrounds complex. It is
estimated that this type, mix and volume of space would be able to accommodate the majority of existing
and unmet demand for a Nashville area Fairgrounds complex, while also adhering to industry best
practices.

Exhibit Halls:

(concrete floor, column-free if possible)

1 @ 80,000 square feet

1 @ 40,000 square feet

4 @ 15,000 to 25,000 square feet (with at least one with smaller sub-divisibility)

Indoor Arena:
1 @ Indoor Rodeo Arena, dirt floor, up to 300’ x 150’ ring, 3,500 to 5,500 seats

Warm-up/Show Areas:
1 @ covered warm-up / show ring (ring of at least 150’ x 100")
1 @ outdoor warm-up / show ring (ring of at least 150’ x 100"

Barns/Stalls:
Barns with room for up to 1,000 horse stalls (mix of permanent and portable stalls) plus ties,
wash racks, circulation and storage

RV Hookups:
Approximately 150
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The Phase 1 Project Team was given four broad development scenarios to evaluate involving the
Fairgrounds at the present location and a redeveloped Fairgrounds elsewhere within Davidson County.
Ultimately, these four scenarios were expanded into six development scenarios for detailed analysis. The
scenarios are as follows:

Scenario 1: “As Is”, No Physical Changes

Scenario 2:  Operational Adjustments, Basic Repairs

Scenario 3A: Fairgrounds Redevelopment at Current Site, Keep Racetrack
Scenario 3B: Fairgrounds Redevelopment at Current Site, Remove Racetrack
Scenario 4A: Fairgrounds Redevelopment at “Greenfield” Site, No Racetrack

Scenario 4B: Fairgrounds Redevelopment at “Greenfield” Site, With New Racetrack

The market supportable program of the physical Fairgrounds facility product was determined based on
industry best practices for state fairgrounds complexes and market demand that is unique to Nashville.
This program was translated and adjusted as required for the size, location and geographical constraints
imposed by, or likely for, each scenario. Potential construction costs and site and neighborhood issues
were also assessed for the scenarios.

The following exhibit presents a top line summary of the estimated order-of-magnitude construction costs
associated with each of the redevelopment and relocation scenarios (presented in 2012 dollars).

SCENARIO SCENARIO SCENARIO SCENARIO

3A 3B 4A 4B

Redewelop. @ Redevelop. @ Redevelop. @ Redewelop. @

Current Site, Current Site, Greenfield Site Greenfield Site
w/ Racetrack NO Racetrack NO Racetrack w/ Racetrack
Structures $100.0 $89.0 $119.0 $119.0
Site Development 21.0 26.0 69.0 155.0
Project Costs 29.0 28.0 42.0 59.0

Total Probable Cost $150.0 $143.0 $230.0 $333.0

As shown, total potential construction costs are estimated to range between $143 million and $333
million depending on the redevelopment/relocation scenario. The full report provides additional detail
and basis for these estimated figures.

Economic Impact Analysis

The ability of a public assembly facility, like a fairgrounds complex, to generate new spending and
associated economic and tax impacts in a community is often one of the primary determinants regarding
a decision to invest in the development and operation of such a facility. Beyond generating new
visitation and associated spending in local communities, fairgrounds also benefit a community (and the
entire state in the case of a state fairgrounds, as an example) in other important ways, such as providing
a venue for annual fairs and other events and activities attended by community members.
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To further comparatively evaluate the identified Fairgrounds development scenarios, analyses were
conducted with regard to quantifiable benefits and costs. For purposes of this exercise, only directly-
attributable estimated annual economic benefits and costs have been considered and quantified.
Potential non-quantifiable or intangible benefits and issues that will likely also be important to consider
during decision-making concerning the Fairgrounds and its potential redevelopment and/or relocation are
also presented.

The following exhibit presents a summary comparison of key estimated annual costs to Metro
Government and benefits to the local Nashville/Davidson County economy associated with a
redeveloped/relocated fairgrounds by scenario. Benefits have been presented in terms of annual total
output (a sum of direct, indirect and induced visitor spending) in Nashville/Davidson County, as well as
incremental Metro Government tax revenue associated with each scenario. Costs have been presented in
terms of an estimated annual debt service amount related to the total estimated construction cost figures
per redevelopment/relocated scenario, as well as the annual operating subsidy that has been estimated
for each. Specifically, the hypothetical debt for each scenario is assumed to be defeased over a term of
30 years at a 3.0 percent annual interest rate. Additionally, while not consisting of a full redevelopment
scenario, a relatively modest amount of annual debt service is assumed under Scenario 2 ($800,000) to
cover limited improvements to the existing TSF over and beyond the base minimum repairs and
maintenance.

Summary of Estimated Annual Metro Government Costs and Nashville/Davidson County Benefits
(dollars in millions, 2012 dollars, annualized, upon stabilization)

SCENARIO SCENARIO SCENARIO SCENARIO SCENARIO SCENARIO

1 2 3A 3B 4A 4B
"As Is", Op. Changes, Redevelop. @ Redevelop. @ Redevelop. @ Redevelop. @
No Physical Limited Current Site, Current Site, Greenfield Site Greenfield Site
Current Changes Physical w/ Racetrack NO Racetrack NO Racetrack w/ Racetrack
Annual Costs to
Metro Government:
Const. Debt Service $0.0 $0.0 $0.8 $7.7 $7.3 $11.7 $17.0
Operating Deficit $0.3 $0.4 $0.3 $0.4 $0.4 $0.7 $0.8
Total $0.3 $0.4 $1.0 $8.1 $7.7 $12.4 $17.7
Annual Incremental
Tax Revenue to
Metro Government:
Total $0.4 $0.3 $0.5 $0.8 $0.8 $0.9 $1.3
Annual
Economic Output:
Direct Spending $7.2 $6.7 $9.5 $15.5 $14.7 $16.7 $23.1
Indirect/Induced $4.9 $4.5 $6.4 $10.4 $9.9 $11.3 $15.5
Total $12.1 $11.1 $15.9 $25.9 $24.7 $28.0 $38.6
Annual
Employment Impacts:
Full & Part-time Jobs 151 139 198 323 308 349 482
Personal Earnings $5.9 $5.4 $7.7 $12.5 $11.9 $13.5 $18.7
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As shown in the exhibit on the previous page, total annual costs to Metro Government for Scenarios 1
and 2 are estimated at approximately $400,000 and $1.0 million, respectively. For the Scenario 3
redevelopment at the current site, total annual costs to Metro Government are estimated to range
between $7.7 million and $8.1 million. Annual costs related to Scenario 4 relocation options range
between $12.4 million and $17.7 million.

It is estimated that the current TSF generates approximately $12.1 million in annual economic output
(direct, indirect and induced visitor spending) in Nashville/Davidson County. This economic activity
supports approximately 151 full and part-time jobs throughout the local economy and $5.9 million in
personal earnings (income). Total direct tax revenues generated annually approximate $400,000.

These costs and benefits increase over the scenarios through Scenario 4B which is estimated to generate
approximately $38.6 million in annual economic output in Nashville/Davidson County. This economic
activity supports approximately 482 full and part-time jobs throughout the local economy and $18.7
million in personal earnings (income), along with $1.3 million in new annual Metro Government tax
revenue.

Importantly, it is estimated that these economic benefits realized in Nashville/Davidson County will
continue to diminish over time without significant investment in the fairgrounds—either at the existing
site or a new greenfield relocation site.

In addition to the more quantifiable benefits of the TSF and potential redevelopment and/or relocation
scenarios, certain potential benefits cannot be quantifiably estimated. These intangible impacts can
arguably be more relevant and important than the quantifiable impacts associated with public sector
investment in the project. Potential qualitative benefits and important intangible issues relevant to the
TSF and potential redevelopment and/or relocation scenarios include, but are not limited to:

e Historical and Cultural Heritage Issues — The Tennessee State Fairgrounds at the current site has
a long, rich history and the facility and its events and visitors have made an important
contribution to the Nashville community’s fabric and history. Many generations of families and
citizens have enjoyed events, activities and races at the Fairgrounds and Raceway. Like with any
important public assembly venue with such a long history in a locale and community, the
Fairgrounds has established strong roots and meaning in Nashville. These issues are important
and cannot be quantified.

¢ Quality of Life and Community Good — There are a number of other intangible benefits of having
a prominent event facility like the TSF in a community that have not been quantified, including:
quality of life, community reputation and image, local gathering point, recreational use and
advertising opportunities for local business. Further, the current location of the TSF is presently
much more centrally-located within the city’s population core than other comparable fairgrounds
complexes around the country. This location has important benefits to Nashville residents in
terms of convenience and ease of access—likely greater for many residents than a new
greenfield location might provide.

e Spin-Off Development — New retail/business tend to invariably sprout up near prominent event
facilities spurred by the operations and activities associated with the event facility, representing
additions to the local tax base. Event facilities are increasingly being viewed by communities
across the country as important anchors of larger revitalization projects. It is believed that a
relocated fairgrounds could serve as a critical anchor at a larger greenfield site and location,
which could also involve other private sector investment for the site or area.
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Business Planning and Funding Issues

A review of business planning and funding issues related to the TSF was conducted, with a focus on key
governance, management and funding aspects. Nearly all of the set of state fairgrounds reviewed are
operated by a State-run agency, and only Oklahoma’s state fair and the Tennessee State Fair complex
are managed by a local municipality. The two privately-operated venues (the Arkansas State Fair and the
South Carolina State Fairgrounds) are operated by a 501(c) non-profit organization.

Given the importance of non-Fair events at the TSF relative to the Fair itself (in terms of attendance and
facility revenue contribution) presently, and that estimated for a redeveloped or relocated fairgrounds (in
which case this disparity would be further exacerbated), it is believed that the current ownership and
management structure (through Metro government) is the most appropriate model in Nashville/Davidson
County. If the Tennessee State Fair was in the top tier of attended state fairs in the country, or if the
fairgrounds complex itself fell outside of the municipal boundaries of one of the state’s largest cities (like
many state fairground complexes around the country that are located outside large city boundaries or in
smaller cities), there would be a stronger case for considering ownership and management under models
different than Metro (municipal), such as State governance.

While there are a variety of public sector funding vehicles and revenue sources that have been used in
the financing of public assembly facility projects in communities throughout the country, a large
percentage are owned by the public sector and had original or expansion construction funding provided
through municipal capital project funding (i.e., transfers from a municipality’s General Fund or Capital
Projects Fund, etc.) or through the issuance of General Obligation or Revenue bonds. Other financing
mechanisms include tax increment financing (TIF), pay-as-you-go financing, certificates of participation,
state/federal assistance, and private/public equity and grants. Under situations where bonds have been
issued, debt service is often supported by local tax revenue, which has tended to include tax sources
such as hotel taxes, sales and use taxes, property taxes, restaurants/food and beverage taxes, auto
rental/taxicab taxes, sin taxes (alcohol, cigarette, etc.), and admissions/entertainment taxes.
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1. Background and Approach

Conventions, Sports and Leisure International (CSL), in conjunction with Venue Solutions Group (VSG)
and Convergence Design (Convergence), (collectively referred to as the Project Team) has completed a
report regarding Phase 1 of a Master Plan for the future development and operation of the Tennessee
State Fairgrounds (Fairgrounds or TSF) site and surrounding area in Nashville, Tennessee.

Collectively, CSL, VSG and Convergence personnel have over 200 years of experience exclusively in the
event facility industry, participating in many hundreds of planning and evaluation projects. Nearly all of
each firm’s work has involved some level of industry research, benchmarking and best practices analysis,
providing the Project Team with extensive expertise in the event facility industry.

The objective of this Phase 1 effort is to develop and recommend a market supportable Fairgrounds
facility program that is designed to enhance the long-term financial and economic impact-generating
performance of a Fairgrounds complex in Davidson County. Further, the Phase 1 effort investigates
industry best practices and recommends potential areas for business plan adjustments that could serve to
improve marketability, event capture, financial and economic impact outcomes. In addition to assessing
physical facility redevelopment, expansion and/or improvement issues, the Phase 1 study effort will
assess opportunity costs and implications of “doing nothing” in terms of physical facility investment for
the near and long-term.

The Phase 1 Master Plan is a forward-thinking effort to protect and enhance the long-term viability of the
Fairgrounds for the benefit of Nashville and the state of Tennessee. Within this report, the Phase 1
Project Team recommends a market supportable Fairgrounds facility program, analyzes several potential
development scenarios—with the end purpose of identifying a solution that considers highest-and-best-
use issues and enhancing the long-term financial and economic impact-generating performance of a
Fairgrounds complex in Davidson County.

The Phase 1 Master Plan study effort consisted of a variety of community outreach, best practices
research, benchmarking and analysis steps, including the following:

1. Project Orientation
a. Work with Metro representatives and other project leaders to establish the specific
project goals and time frame.
b. Conduct initial planning meeting to discuss the objectives, areas of project focus, and
issues.
¢. Conduct site tours and follow-up interviews with key Project stakeholders throughout
process.

2. Analysis of Existing Market and Complex Conditions
a. Update and analyze the viability of the marketplace to support redevelopment of the
Fairgrounds.
b. Identify historic, current and projected socioeconomic trends relative to the community.
¢. Analyze the existing/historical physical characteristics and operational performance of the
present Fairgrounds.
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Best Practices Analysis

a.

b.

Research physical facility and operational aspects of comparable Fairgrounds projects
throughout the country.

Identify a best practices approach relative to the physical attributes of comparable facility
complexes.

Identify opportunities for improvements/adjustments in Fairgrounds organizational
structure, policy and procedures.

Market Demand Analysis

a.

b.

C.

Conduct in-person, one-on-one interviews and focus groups with key local individuals and
business leaders.

Interview via telephone a sample of past, current and potential users of a possible
redeveloped Fairgrounds.

Analyze potential future market demand and opportunities to drive incremental event
activity and attendance.

Program, Site and Event Analysis

a.

b.

C.

Translate market estimates into a supportable program of facility space for both a
redeveloped and a relocated Fairgrounds.

Evaluate constraints and opportunities relative to the site as they relate to a redeveloped
Fairgrounds complex.

Quantify event, utilization and attendance characteristics associated with both a
redeveloped and a relocated Fairgrounds.

Cost and Benefit Analysis

a.

b.

Analyze and estimate impacts associated with Fairgrounds redevelopment or relocation
on financial operating characteristics.

Estimate economic impacts associated with the existing, redeveloped and hypothetical
relocated Fairgrounds.

Perform cost/benefit sensitivity analyses involving various development and operational
scenarios.

Business Plan and Funding Analysis

a.

b.

Research construction and operations funding structures of comparable fairgrounds
projects throughout the country.

Identify and summarize potential public and private funding sources for a potential
Fairgrounds redevelopment project.

Evaluate business plan issues, focusing on viable long-term facility funding and
operational framework issues.
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2. Existing Tennessee State Fairgrounds Complex Assessment

The Tennessee State Fairgrounds (also known as the Nashville Expo Center) is located less than one mile
south of downtown Nashville, Tennessee. The 117-acre site offers direct access to Interstate Highways
65 and 440, with nearby access to Interstate Highway 24. Nashville is located in the north-central part of
Tennessee and is the state capital. It ranks as the second largest city in the state and largest
metropolitan statistical area in terms of total population.

Cumberland Park opened at the site of the current Tennessee State Fairgrounds (TSF) in 1891 and the
inaugural Tennessee State Fair was held in 1906. In 1910, Davidson County purchased the 110-acre
fairgrounds site, agreeing to a 99-year lease with the State of Tennessee for use of the property as a
fairground.

The horse track was a one-mile dirt track with a 7,000-seat grandstand and was Nashville’s premier
venue for harness racing. Nashville's first automobile race was held at the Fairgrounds site in June 1904,
and in 1957 the track was converted to a half-mile paved oval to accommodate NASCAR racing, which
ran from 1958 through 1984. In 1969, the track was banked and lengthened to five-eighths of a mile,
and modified again in 1972 when its corners were cut from 35 to 18 degrees.

In the 1960s, the Tennessee State Fair Board began sanctioning the Nashville Flea Market, which occurs
on the fourth weekend of every month (except in December, when it occurs on the third weekend). The
Flea Market has grown to be among the top ten flea markets in the country, with dealers and vendors
arriving from 30 different states.
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The current TSF complex offers approximately 113,200 square feet of event space throughout seven
event halls, including the 28,800-square foot Creative Arts Building. The indoor Sports Arena offers
seating for approximately 2,500 people, while the grandstand overlooking the racetrack offers seating for
approximately 15,000. The following exhibit presents a summary diagram of the general layout of

primary spaces within the TSF.

Creative Arts Building
Annex Building
Exhibitor's Building
Banquet Building
Agriculture Building
Vaughn Building
Wilson Hall

Judging Arena
Sports Arena

NN

AW AW
g

Wty

Zz
2
Q
z
g\\

Grandstand
Rabbit Barn
Shed 2
Shed 3
Shed 4
Shed 5
Pulling Shed
Fairgrounds Facility: Nashville Expo Nashville Expo Center
Center Nashville, TN
City, State: Nashville, TN Exhibit Space 110,000
Size: 117 acres Creative Arts Building 28,800
Ownership Structure: Metro Agriculture Building 21,400
Number of Event Halls 7 \éa:%htz ,Bu;d'_ng f;ggg
Number of Enclosed Arenas 2 Xniiors _u', ng ’
Banquet Building 10,500
Number of Covered Arenas 0 o
Annex Building 5,500
Number of Outdoor Arenas 0
Wilson Hall 5,400
Number of Barns 6
Number of Event Buildings 15
v v urding Meeting Space (1 Room) 3,200
Largest Contiguous Exhibit Space: 28,800
Total Indoor Event Space: 113,200 Seating 17,500
Permanent Horse Stalls: 0 Srands;‘ands 125’000
Portable Horse Stalls: 0 ports Arena 500
RV Hook-ups: 20
Grandstand Seating: 15,000
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Physical Assessment

Venue Solutions Group toured the facilities of the Tennessee State Fairgrounds and interviewed multiple
staff during our evaluation of the physical condition of the structures. The age of the structures varies,
and our commentary in this section is a generalization meant to provide a simple description of the
overall condition. Appendix A includes detail on each structure that we reviewed.

Most structures on the property of the Tennessee State Fairgrounds are in fair condition, with a few in
poor condition and others in good condition. There were no facilities that we consider to be in great or
excellent condition. Below are the highlights of our observations:

1. Due to uncertainty of Fairgrounds’ future, little HVAC maintenance has been performed. Some
units that no longer function have been abandoned; others have been kept functional utilizing a
minimum of resources.

2. There is no control system for HVAC system (utilities cost approximately $5.00 per square foot,
and industry average is closer to $1.50 to $2.00 per square foot).

3. Most door hardware we observed was functioning; staff had to use metal bars to keep doors
locked. This represents a safety hazard during an emergency. After our assessment tour, many
doors were replaced, eliminating this condition.

Some roofing should be further evaluated for repair/replacement.
Existing motorized air curtains are not easily controlled (e.g., manual on/off).

All have cosmetic needs - new paint, baseboards.

N o u s

The Annex, after suffering structural issues, was demolished and a temporary structure erected.
This new structure permits pedestrian traffic flow between adjacent buildings, but is not suited
for exhibits.

There is little in the way of sustainability, whether in physical components or protocols.
9. Steel structures on all sheds are oxidizing.
10. Wi-Fi is available in all buildings.
11. Many areas of wood structure are rotting.
12. Concession graphics are dated

13. Providing telephone and electrical service is typically accomplished without straining the existing
infrastructure.

Specific recommendations regarding physical repair and maintenance items that should be considered
under various development/operating scenarios (including “do nothing” and no redevelopment scenarios)
are provided in a later chapter of this report.
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Historical Operations Analysis

To understand existing usage of the TSF, detailed historical event and use information was obtained from
TSF management and analyzed. The TSF hosts a wide variety of both local and non-local events
including meetings, banquets, fundraisers, trade shows, seminars, public/consumer shows and other such
events.

Exhibit 1 below presents a sample of TSF events by key event type. When evaluating the event levels of
the TSF as compared to other fairgrounds complexes around the country, it is useful to evaluate event
attraction in these types of categories.

Exhibit 1
Sample of Tennessee State Fairgrounds Events by Type

PRIMARY TENANTS

Tennessee State Fair

Nashville Flea Market

Fairgrounds Speedway Nashville
Music City Brawl Stars Roller Derby
Christmas Village

HORSE / LIVESTOCK / AG.

 Limited to none

PUBLIC / CONSUMER SHOWS

Bill Goodman’s Gun and Knife Show
American Gem Expo

Liquidation Expo

Antique Expo

ENTERTAINMENT EVENTS
MMA Fight

Professional Wrestling
Boxing Matches

CONVENTIONS / CONFERENCES

* Limited to none

OTHER EVENTS

Meetings + SMERF
Banquets * Luncheons
Training * Ride-and-Drive
Exams

Parties

Primary tenants of the TSF, representing major recurring events/shows/activities, include the Fair, the
Nashville Flea Market, Fairgrounds Speedway Nashville races, roller derby and the Christmas Village. The
TSF also hosts many other events typical of comparable fairgrounds complexes located elsewhere
throughout the country, including public/consumer shows, entertainment events, meetings, banquets,
and miscellaneous events. As is typical with most fairgrounds complexes, there are a very limited
number of traditional conventions and conferences hosted at the TSF. Most of these types of events
require more upscale and differentiated space that is prevalent in hotel meeting facilities and convention
centers. The one noteworthy event segment that the TSF is presently lacking in addressing, as compared
to the typical fairgrounds complex, is the horse/livestock/agriculture event segment (i.e., primarily dirt-
oriented, mostly animal-focused events). As will be discussed later in this report, it is believed that this
particular event segment represents a significant potential area of growth for a redeveloped or relocated
Fairgrounds complex in Nashville.
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Exhibit 2 presents an overall summary of the total number of events hosted at the TSF for the three-year
period spanning 2009 through 2011. Data has been segmented into the following event types: Roller
Derby, Public/Consumer Show, Meeting/Banquet, Bicycle Event, Racing Event, Flea Market, Other Animal
Event, Fight/Wrestling Event, Parking, Concert, SMERF (Social, Military, Educational, Religious or
Fraternal), State Fair and Other Events.

Exhibit 2
Total Number of Events by Event Type
(2009 —2011)

m Roller Derby o Public/Consumer Show O Meeting/Banquet
O Bicycle Event O Racing Event B Flea Market
@ Other Animal Event m Other O Fight/Wrestling
m Parking o Concert ® SMERF
O Fair
400 366
300 283 26
24 245
4]
c 43
: : —
w200 A 55

100 +

0 A

2009 2010 2011

Source: Nashville Expo Center,2012

Over the past three fiscal years, the number of events held at the TSF has remained relatively consistent,
ranging from 245 events in 2011 to 366 in 2010. Roller Derby events account for the highest amount of
total events held at the TSF in recent years, ranging from 84 in 2011 to 166 in 2010. Events such as
public/consumer shows (approximately 48 to 64 annual events) and meetings/banquets (approximately
25 to 43 events) are other significant TSF event space users that appear to have slightly less fluctuation
in the total number of annual events.
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In an effort to characterize the overall event mix and utilization of the TSF, Exhibit 3 presents the total
number of utilization days (including move-in, event and move-out days) by event type for the same
2009 through 2011 time period.

Exhibit 3
Total Number of Utilization Days by Event Type
(2009 —2011)

m Roller Derby O Public/Consumer Show 0 Meeting/Banquet
O Bicycle Event O Racing Event B Flea Market
@ Other Animal Event m Other O Fight/Wrestling
m Parking O Concert ® SMERF
a Fair
1,000
i 728
800 697
615
2]
& 600 -
()]
c
il
T 400 - 57
N
5 258 213 64
200 H 188
0 m
2009 2010 2011

Source: Nashville Expo Center,2012

As shown, the total number of utilization days has also remained relatively consistent, ranging from 615
utilization days in 2011 to 728 days in 2010. Similar to total events, this fluctuation is largely attributable
to the change in Roller Derby events held at the complex. Public/Consumer shows comprise the largest
portion of total utilization days; however, this number has decreased from 258 days in 2009 to 188

utilization days in 2011.
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Exhibit 4 summarizes the events held at the TSF by month from 2009 through 2011.

Exhibit 4
Total Tennessee State Fairgrounds Events by Month —
(2009 — 2011)

—8=2009 =4=2010 =—t=2011 |

N
JARN
A

45

Number of Events

N
: TN

5 \ J
0 T T T T T T T T T T T
January February March April May June July August September October November December

Source: Nashville Expo Center,2012

As indicated in the exhibit above, the number of events held at the TSF in recent years has been well
distributed throughout the calendar year, with somewhat of a peak during Spring months and a slight lull
in November and December. This type of seasonality pattern is fairly typical throughout the event facility
industry, with peaks in total event numbers in the spring and fall. Summer (and December, as a holiday
month) are normally lower event attraction months in facilities and facility complexes of all types.

The following charts will show the effect these booking patterns have on TSF revenue.
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Exhibit 5, presented below, outlines the total rental revenue generated by all events utilizing TSF event
space between 2009 and 2011.

Exhibit 5
Total Rental Revenue by Event Type
(2009 —2011)

m Roller Derby @ Public/Consumer Show O Meeting/Banquet

O Bicycle Event O Racing Event ® Flea Market

@ Other Animal Event m Other O Fight/Wrestling

m Parking o Concert ® SMERF

O Fair
$2,000,000

$1,612,300 $1,640,400 $1,579,900
$1,500,000 :
$1,000,000 - $1,108,997
$1,054,417 $1,077,564
$500,000 -
$419,017 $354,987 $201,250
$0 - : . . :
2009 2010 2011

Source: Nashville Expo Center,2012

As shown, rental revenues have also remained relatively consistent over the three-year time period
reviewed, ranging from $1.58 million in 2011 to $1.64 million in 2010. Total rental rate revenue is driven
largely by the Flea Market (between $1.05 and $1.11 million collected in annual rental revenue) and
public/consumer shows (between $291,300 and $419,000 in annual rental revenue).
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Exhibit 6 presents the gross item rental revenue generated by TSF events between 2009 and 2011. Item
rental consists of the rental of tables, chairs, A/V equipment, pipe and drape, etc.

Exhibit 6
Gross Iltem Rental Revenue by Event Type
(2009 —2011)

m Roller Derby @ Public/Consumer Show O Meeting/Banquet

O Bicycle Event O Racing Event B Flea Market

= Other Animal Event m Other O Fight/Wrestling

m Parking o Concert m SMERF

O Fair
$600,000

$498,300
$500,000 1 $444,000
$396,600
$400,000 -
$300,000 - $327,331
’ $251,447
$200,000 -
$100,000 -
$136,867 $133,992 $134,516
$O T T v T T
2009 2010 2011

Source: Nashville Expo Center,2012

Item rental revenue has remained steady over the past three years, ranging from $396,600 in 2010 to
$498,300 in 2011, with the Flea Market and public/consumer shows accounting for the vast majority of
overall revenue generated.
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Exhibit 7 presents the total revenue generated by TSF events between 2009 and 2011.

Exhibit 7
Total Gross Event Related Revenue
(2009 —2011)

m Roller Derby @ Public/Consumer Show 0O Meeting/Banquet
O Bicycle Event O Racing Event B Flea Market
@ Other Animal Event m Other O Fight/Wrestling
m Parking o Concert m SMERF
O Fair
$2,500,000
$2,056,300 $2,037,100 $2,078,200
$2,000,000 -
$1,500,000 -
$1,360,444 o $1,404,894
$1,000,000 -
$500,000 -
$555,884 $488,979 $425,766
$O T T v T u
2009 2010 2011

Source: Nashville Expo Center,2012

As presented, the total gross revenue generated has ranged from $2.04 million in 2010 to nearly $2.08
million in 2011. The Flea Market has accounted for over 65 percent of gross revenue generation by the
TSF during the time period reviewed, while public/consumer shows have generated nearly 24 percent of
overall facility revenues. It is important to note that the Tennessee State Fair accounted for less than
three percent of gross revenue generated.
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Financial Operating Performance

In order to begin to evaluate the comparative performance of the TSF, detailed historical TSF financial
operating data was obtained and reviewed. Exhibit 8 below presents a summary, by major line item, of
the most recent three full fiscal years of TSF financial operating results.

Exhibit 8
TSF Financial Operating Results
For the Fiscal Years Ending June 30, 2009 through 2011

FY 2011 FY 2010 FY 2009

Operating Revenues:

Facility rent $1,608,382 $1,649,112 $1,732,947
Food senvice (net) 86,194 109,322 146,249
Contract service/other 215,070 371,115 347,943
Parking 192,833 167,092 200,666
Fair 0 1,073,154 954,589

Total Operating Revenues $2,102,479 $3,369,795 $3,382,394

Operating Expenses:

Salaries and benefits $1,280,883 $1,536,424 $1,393,646
Contract labor 131,600 599,474 941,860
Utilities 531,621 557,192 581,397
Repair & maintenance 128,282 182,317 170,943
General & administrative 224,649 617,462 618,213
Supplies 84,912 120,425 164,581
Insurance 51,267 107,140 84,089
Other 2,718 6,067 4,364

Total Operating Expenses $2,435,932 $3,726,501 $3,959,093

Net Operating Profit/(Loss) ($333,453) ($356,706) ($576,699)

Source: TSF, CSL summary of financial detail, 2012.

For comparison purposes, some adjustments were made to the TSF's financial operating data, including
the consolidation of line items detail into major categories (to allow for comparison with benchmarking
data from other comparable facilities) and the removal of “non-operating” items, such as depreciation,
interest revenue and other such items.

It is important to note that beginning with the Tennessee State Fair that occurred in 2010 (after the
completion of fiscal year 2010), ownership and management of the State Fair falls under the purview of
the newly formed Tennessee State Fair Association, rather than the TSF complex itself. Therefore, the
Fair operated as a lessee of event space at the TSF and any revenue generated by the TSF is categorized
under the Facility Rent line item.
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3. Comparable Fairgrounds Benchmarking

A useful approach in evaluating the historical operational performance of a particular event facility is to
compare various operational metrics with those corresponding to a set of comparable event facilities
located in other destinations. CSL identified a set of 12 comparable state fairgrounds facilities and
collected detailed event, utilization, financial and other operating data from each.

Exhibit 1 summarizes the comparable state fairgrounds facilities reviewed within this analysis and also
provides information concerning ownership, size and specific complex characteristics to help characterize
the nature of the venue.

Exhibit 1
Overview of Comparable Markets and Event Facilities

Largest

Ownership Size Total Permanent Portable RV  Grandstand Arena

Facility Structure (inacres) Stalls Stalls Stalls Hookups Seating Seating
Arkansas State Fair Complex Private 140 678 122 556 200 n/a 10,200
llinois State Fairgrounds State 360 678 615 63 300 11,600 7,700
Indiana State Fairgrounds State 250 1,065 215 850 170 13,900 7,550
lowa State Fairgrounds State 400 600 400 200 2,378 10,400 3,500
Kansas State Fairgrounds State 280 201 201 0 511 9,700 1,500
Kentucky Expo Center State 400 2,498 1,071 1,427 218 n/a 19,000
Mississippi Fair Complex State 105 1,000 1,000 0 300 n/a 10,000
North Carolina State Fairgrounds State 344 585 485 100 200 2,200 7,600
Ohio Expo Center State 360 1,012 1,012 0 363 n/a 5,000
State Fair Park (Oklahoma City) City 435 2,583 963 1,620 180 n/a 9,000
South Carolina State Fairgrounds  Private 90 240 240 0 286 6,000 300
Wisconsin State Fair Park State 200 850 0 850 120 40,000 3,120
Average 280 999 527 472 436 13,400 7,039
Nashville Expo Center Metro 117 0 0 0 20 15,000 2,500

The facilities reviewed primarily focus on hosting the annual state fair, while accommodating as many
other events as possible operating year-round. Other specific factors included, but were not limited to:
(1) size similarities to the TSF, (2) the type and amount of sellable event space offered within each
complex, (3) their presence in a regional competitive area, and (4) location within similar sized markets.
Within this set, the TSF ranks at the lower end of the list in terms of key facility components and total
indoor event space. As available, operational data was obtained and analyzed from these facilities and
host communities to assist in the understanding of the operational characteristics of a state fairgrounds
complex.
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Physical Space Characteristics

The exhibits below and on the following pages provide comparisons of the space offerings at the selected
comparable state fairgrounds complexes.

Total Acreage

Exhibit 2 presents a comparison of acreage offered at the comparable venues reviewed.

Exhibit 2
Facility Characteristics — Total Acreage

Oklahoma 435
Kentucky
lowa
Ohio
lllinois

North Carolina

Kansas

Indiana 250
Wisconsin 200

Arkansas 140

Average = 280
Median = 310

Tennessee 117

Mississippi 105

South Carolina 90

0 50 100 150 200 250 300 350 400 450 500

Source: CSL, Facility Management, 2012

As presented, the Oklahoma State Fair incorporates the largest amount of total acreage with
approximately 435 acres of space, while the South Carolina State Fair offers the least with 90 acres. On
average, the comparable complexes reviewed offer approximately 280 acres of total space. The TSF
ranks near the bottom of the competitive set with approximately 117 total acres of available space.
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Permanent and Temporary Stalls

Sufficient stalling/penning areas is very important to the typical state fairgrounds complex, as most of
these complexes are geared toward hosting a significant number of equestrian and/or livestock related
events. Exhibit 3 compares the total number of permanent and temporary stalls offered at the
comparable facilities.

Exhibit 3
Facility Characteristics — Permanent and Temporary Stalls

| BPermanent O Temporary|

Oklahoma |

Kentucky |

Indiana

Ohio

Mississippi

Wisconsin |

lllinois

Arkansas |

lowa
North Carolina

South Carolina Average = 1,000
Median = 760

Kansas

Tennessee

0 500 1,000 1,500 2,000 2,500 3,000
Source: CSL, Facility Management, 2012

On average, the comparable state fairgrounds reviewed offer approximately 1,000 total stalls, consisting
of 530 permanent and 470 temporary stalls. The Oklahoma and Kentucky state fairs offer the most total
available stalls with nearly 2,600 and 2,500 stalls, respectively. The TSF does not currently offer any
permanent stall