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STATE OF TENNESSEE 
C O M P T R O L L E R  O F  T H E  T R E A S U R Y  

DEPARTMENT OF AUDIT 
DIVISION OF STATE AUDIT 

S U I T E  1 5 0 0  
JAMES K. POLK STATE OFFICE BUILDING 

NASHVILLE, TENNESSEE  37243-1402 
PHONE (615) 401-7897 

FAX (615) 532-2765 

 
October 8, 2013 

 
 
The Honorable Mike Bell, Chair 
Senate Committee on Government Operations 
The Honorable Judd Matheny, Chair 
House Committee on Government Operations 
         and 
Members of the General Assembly 
State Capitol 
Nashville, TN 37243 
 
Ladies and Gentlemen:  
 
 Section 4-57-107, Tennessee Code Annotated, requires the Division of State Audit to 
review the authority and function of the State Fair and Exposition Commission (the commission) 
as part of the scheduled audit of the Department of Agriculture.  We conducted that review in 
conjunction with the sunset performance audit of the Department of Agriculture.  The audit 
report was released October 2013.  We issue this memo in addition to the audit report to provide 
specific information regarding our review of the commission. 
 

Our review focused on the commission’s activities since its creation in May 2012 and 
included the following: 
 

 review of applicable legislation;  
 

 review of the commission and Tennessee State Fair Association (TSFA) meeting 
minutes; 

 

 interviews with Department of Agriculture staff who assist the commission; 
 

 review of state procurement information;  
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 interview with the Director of Management Services of the Office of the Comptroller 
of the Treasury; 

 

 interviews with TSFA’s chairman and accountant; 
 

 review of financial information related to the state fair and TSFA; 
 

 review of information on the Department of Agriculture’s website and in newspaper 
reports; and 

 

 review of the master plan for alternative use of the Nashville fairgrounds, prepared at 
the request of Metro Nashville by Convention, Sports, and Leisure of Plano, Texas, in 
coordination with Venue Solutions Group of Brentwood, Tennessee. 

 
 
Commission Creation and Authority 
 

In May 2012, the Tennessee State Fair and Exposition Act, codified as Title 4, Chapter 
57, Tennessee Code Annotated, created the State Fair and Exposition Commission.  The stated 
legislative intent is that the commission be “the sole body in Tennessee charged with 
administering a state fair and exposition.”  According to Section 4-57-104, Tennessee Code 
Annotated, the commission is administratively attached to the Department of Agriculture and is 
composed of the following members: the Commissioners of Agriculture, Tourist Development, 
and Economic and Community Development, or their designees, who are ex-officio members 
with voting rights; the Dean of the University of Tennessee Extension; the President of the 
Tennessee Farm Bureau; one member nominated by the mayor of the host county of the fair or 
exposition and appointed by the Governor; and such other members as the Governor may 
appoint.  As of March 2013, there were nine members.  

 
The commission is authorized by Section 4-57-105, Tennessee Code Annotated, to:  

 
 contract with a Tennessee nonprofit corporation to operate, manage, and conduct at 

least one fair or exposition annually, under the supervision of the commission;  
 

 enter into any contracts and agreements necessary, and perform acts necessary to 
carry out the purposes of the chapter; 

 

 maintain and manage property held by the state for the purpose of conducting fairs, 
expositions, and exhibits; 

 

 accept gifts, contributions, and bequests of unrestricted funds for the purpose of 
furthering the objectives of the commission’s programs; 

 

 accept on behalf of the state conveyances of property for the purposes of conducting 
fairs, expositions, and exhibits; 

 

 sell or convey property, land, or buildings under its management, subject to the 
approval of the State Building Commission; 
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 grant leases on the property, land, or buildings under the management of the 
commission, when they appear to be in the best interest of the state; 

 

 recommend to the Commissioner of Agriculture rules and regulations that should be 
promulgated in accordance with the Uniform Administrative Procedures Act; and  

 

 form advisory panels, as needed, from qualified persons within the state, to obtain 
their advice on matters pertaining to the state fair.  

 
 
Organizations involved 
 
Metro Nashville:  The government of Metropolitan Nashville and Davidson County. 
 
Tennessee State Fair Association:  A nonprofit 501(c)(3) corporation formed in 2010 and 
registered that year with the Tennessee Department of State, currently with active status and with 
its principal office in Columbia, Tennessee.  TSFA includes as part of its mission “to promote 
education of agriculture . . . through the planning, promotion, conduct, and operation of an 
annual state fair.” 
 
Tennessee State Fair and Exposition Commission:  Created by the General Assembly in 2012 
with the purpose and authority listed previously. 
 
 
Relation to Sunset Performance Audit 

 
This review of the commission was performed as a statutorily required part of the 

scheduled performance audit of the Department of Agriculture.  That audit, released October 
2013, includes issues that we identified as the responsibility of the Department of Agriculture.  
Detailed in this memo are issues we identified that are more directly related to the State Fair and 
Exposition Commission. 

 
 

State Fair Background 
 

Since 1906, the state fair has been held at the fairgrounds south of downtown Nashville, 
on land now owned by Metro Nashville and used for other events throughout the year, including 
the Nashville Flea Market, Christmas Village, roller derby, auto races, gun and knife shows, and 
gem expos.  In recent years, the state fair has faced adversity and change.  Beginning in 2009, the 
mayor of Metro Nashville proposed redeveloping the fairgrounds into a mixed residential and 
business complex because of recurring financial losses in the management of the fairgrounds.  In 
2010, a group of individuals created a nonprofit corporation, the Tennessee State Fair 
Association (TSFA), to “save and produce the fair.”  Rather than managing the 2010 fair, the 
Metro Nashville Board of Fair Commissioners chose to contract with North American Midway 
Entertainment, whose corporate headquarters is in Farmland, Indiana.  That year, TSFA 
subcontracted with North American Midway Entertainment to produce the agricultural 
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components of the fair.  Since 2011, TSFA has operated the fair through contracts and 
agreements with government and private entities.   
 

The table below includes revenues, expenses, and increase in net assets reported by 
TSFA for its management of the state fair for 2010 (managing only the agriculture components) 
through 2012.  (The Metro Nashville Board of Fair Commissioners reported substantial losses in 
its operation of the fairgrounds between 2007 and 2012, but did not provide information specific 
to the operation of the state fair.)   
 

TSFA has maintained revenues above expenses and had an increase in net assets each of 
the three years.  The TSFA chairman stated that one of the biggest changes made to keep 
expenses lower was to increase reliance on volunteers to provide much of the labor to operate the 
fair.  
 

Tennessee State Fair Association 
Revenues, Expenses, and Increase in Net Assets 

2010 through 2012 
 

State Fair Year Revenues Expenses Increase in Net Assets
2010 $198,657 $150,370 $48,287 
2011 $940,052 $673,838 $266,214 
2012 $1,023,660 $857,575 $166,085 

Note:  In 2010, the association produced only the agriculture components of the state fair. 
Source:  Tennessee State Fair Association. 

 
 
Conclusions 
 
The State Fair and Exposition Commission did not use a competitive process to select the 
state fair operator for 2012 or 2013 and, since then, has not adopted a process  
 

To ensure that the state fair operator is selected in a manner that meets the state’s 
procurement goals of transparency and accountability, the commission must use a procurement 
process that is unbiased, open, and competitive.  The commission met three times in 2012: 
August 23, October 22, and November 28.  At the first commission meeting in August 2012, 
under tight time constraints because of the fair’s September date, the newly formed commission 
awarded TSFA a “non-competitive contract” for operation of the 2012 state fair.  The 
commission said they selected TSFA because of several reasons:  
 

 TSFA operated the fair in 2011 and the fair’s agriculture components in 2010. 
 

 Because of limited time (it was the month prior to the September fair), TSFA was the 
only nonprofit with enough operating experience to operate the 2012 fair. 

 

 TSFA had already negotiated a lease agreement for the operation of the fair with the 
Metro Nashville Board of Fair Commissioners.  
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The TSFA July 2012 meeting minutes state that the Attorney General approved the commission 
to issue a “single-bid award” to operate the 2012 state fair, but that a Request for Proposal (RFP) 
process would be required in the future.  
 

At its November 2012 meeting (two months after the September 2012 fair and four 
months after its first meeting), the State Fair and Exposition Commission awarded a second non-
competitive contract to TSFA to operate the 2013 state fair.  Department of Agriculture 
representatives at the meeting stated they had been told by staff from both the Central 
Procurement Office of the Department of General Services and the Office of the Comptroller of 
the Treasury that while the commission was not subject to state procurement policies, the 
commission should develop a competitive procurement process, such as the RFP process.  At 
that meeting the commission approved a motion to set up “a competitive bid operation in line 
with state rules and regulations beginning in 2014.”   
 

The Director of Management Services of the Comptroller’s Office later confirmed that 
although the newly formed commission does not specifically have to follow the state’s RFP 
process, it must ensure the bidding process is fair, open, and competitive.  To that end, the 
commission should have written policies and formalized procedures that provide the commission 
with an objective process to select a fair operator.  The commission should also maintain 
documentation detailing the process followed and the reasoning for its decisions.  This 
information should be open to the public for review, such as posting meeting minutes on a 
website.   
 

In conjunction with awarding the 2013 state fair contract at the November 2012 meeting, 
the commission declared its intention to develop a competitive bid process for the 2014 and 
future fairs.  In January 2013, commission members attended a presentation by representatives of 
the International Association of Fair Executives giving an overview of operations of successful 
state fairs nationwide and the elements vital to that success.  In June 2013, a draft RFP for the 
fair operator, prepared with input from staff of the Central Procurement Office, had been 
submitted to the Commissioner of Agriculture for review prior to presentation to the commission 
for consideration.  However, as of September 2013, the commission had not met since November 
2012 and had not finalized a process for selecting the 2014 fair operator. 
  

Each year that the State Fair and Exposition Commission continues to select a fair 
operator using a non-competitive procurement process, questions remain about the fairness and 
appropriateness of this and other commission decisions.  The commission needs to develop and 
follow a contracting and procurement process that is unbiased, open, and competitive.  The 
commission should clearly document its decisions and the reasons for those decisions and should 
make that information available to the public. 

 
 

The State Fair and Exposition Commission did not have a written contract with the 
selected fair operator for the 2012 or 2013 state fairs  
 

Section 4-57-105 (1), Tennessee Code Annotated, authorizes the commission to contract 
with a nonprofit corporation to serve as a fair operator “under the supervision of the 
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commission.”  As noted above, the commission chose the fair operator for the 2012 and 2013 
state fairs through a non-competitive process.  Also, the commission failed to document the 
terms and conditions of those arrangements.  
 

It is in the best interest and for the protection of the commission, the state, and the fair 
operator that the arrangement to operate the state fair be formalized by a contract.  A contract not 
only legitimizes the awarding of the bid, but also states expectations of services to be performed 
and money to be paid, as well as any reports and information to be provided for supervision and 
evaluation of the fair operator.  Furthermore, a contract helps to ensure agreement on acceptable 
practices, communication between the two parties, and dispute resolution.  The commission and 
the fair operator should sign a contract each year that includes all terms and conditions of the 
agreement.  
 
 
The commission must minimize potential and perceived conflicts of interest 
 

Various interactions and relationships between the State Fair and Exposition 
Commission, the Tennessee State Fair Association, and the Department of Agriculture have 
created real or perceived conflicts of interest.  When TSFA was created in 2010, the 
Commissioner of Agriculture, as well as other government and industry leaders became 
members of the TSFA Board of Directors.  When the State Fair and Exposition Commission was 
later created in 2012, four members of the TSFA board (including the Commissioner) were 
statutorily required to be ex-officio members of the commission.  The commission then selected 
TSFA to be the operator of the state fair for 2012 and 2013, in a non-competitive process.  As of 
October 2012, those four commission members had resigned from the TSFA board.  
 

By statute, the commission is administratively attached to the Department of Agriculture, 
and department staff assists the commission.  Department staff also assists TSFA in its role as 
fair operator, consistent with the department’s mission to support fairs.  When the same 
department staff assists both the commission and the association, there could be a real or 
perceived conflict of interest.  For example, a department staff member assisted the commission 
in developing procurement procedures, while also serving on the TSFA technical committee and, 
as of July 2013, as an ex-officio TSFA board member.  The commission should ensure that 
review and approval of the RFP and procurement procedures are made by officials independent 
of TSFA or any other nonprofit likely to compete to be the state fair operator.  
 
 
Summary of Recommendations 
 
 To improve the operations of the commission, board members should take steps to 
implement the recommendations discussed in this memo.  These steps include: 
 

 develop an open competitive contracting and procurement process and ensure approval is 
made by ones not likely to compete to be fair operator, 

 

 clearly document and publicize decisions and the reasons for those decisions, 
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 document the annual agreement with the fair operator, and 
 

 minimize potential and perceived conflicts of interest. 
 
 
 Sincerely, 

 
 Deborah V. Loveless, CPA 
 Director, Division of State Audit 
 
 


