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Dear Costa Mesa City Council Members,

It is with pleasure the Costa Mesa Conference and Visitor Bureau (Bureau) shares the successes we have
made over the last fiscal year as we focused on marketing the City of the Arts™. The goal of the Bureau is to
market our city’s location and amenities, making Costa Mesa a desirable tourism destination. Through online
marketing, print and social media, the Bureau focused on the city attributes that would entice overnight
guests to stay in Costa Mesa. The three pillars used throughout this year are the Art of Fashion, Art of the
Stage, and Art of Dining.

The Bureau continues to partner with the city on local programs, sponsoring Costa Mesa Restaurant Week,
OC Marathon and the ONE Travel Conference. Focused on need times, we created 50 Reasons to Stay, a
successful new hotel package that ran during the summer and holiday timeframes. The Bureau will continue
to collaborate with the Orange County Visitors Association and John Wayne Airport in an effort to educate
our feeder cities and select international destinations on the uniqueness of Orange County and our location.

Our hotels continue to make enhancements to their properties. Ayres Hotel and Suites renovated 171
elegant guestrooms that comprise the hotel main building as well as their on-site restaurant, Le Chateau
Garden Bistro. Hilton completely renovated all of their guest rooms and the Avenue of the Arts Wyndham
Hotel remodeled their lobby, added a gift shop and a new bar with direct street access from Avenue of the
Arts. The Westin South Coast Plaza reinvented their waterfall terrace and the Ramada Inn and Suites added
an exterior dining patio for the Sunset Grille & Lounge. The Hotel Hanford became a branded hotel and
is now the Crowne Plaza. Exciting new restaurants found their homes in Costa Mesa, which include but
are not limited to Shuck and ARC at the OC Mix, Blackmarket Bakery and Umami Burger at The CAMP,
and Sidecar Doughnuts & Coffee on 17 Street. Further enhancements and renovations include The
Triangle and addition of El Corazon and Saddle Ranch Chop House and the amphitheater at OC Fair

and Event Center.

The travel industry continues to drive growth to the state economy. According to Visit California, travel-
related spending within the state was projected to reach $107 billion in 2012. Total visits to the state of
California are forecasted at 221 million. Smith Travel Research reported for calendar year 2012, occupancy
growth for the state was +3.6% with a 5.8% increase in average daily rate, and revenue per available room
(REVPAR) + 9.6% compared to 2011. For 2012, REVPAR was at $86.54 for our participating Costa Mesa
hotels (9 out of 10 report to Smith Travel Research) an increase of 7.4% compared to 2011. Average room rate
was +2.9% and occupancy was +4.4%. The weekend segment gained the most (vs. weekday) with an overall
REVPAR of $7710, which is an increase of 9.7%. Occupancy was +7.4% and average room rate was +2.2%.

In August of 2012, the Bureau added a fourth full-time member to the team. The dedicated and driven
staff will continue to ensure the success of the Bureau for future years to come. We will continue to create
excitement as an overnight destination in Orange County and look forward to building upon the recognizable,

dynamic brand — The City of the Arts™.

Paulette Lombardi-Fries
President, Costa Mesa Conference and Visitor Bureau
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Mission Statement

The Costa Mesa Conference and Visitor Bureau enhances and
promotes the destination brand experience, further increasing
visitor spending for industry and community economic viability,
sustainability and quality of life.

Vision Statement

The Costa Mesa Conference and Visitor Bureau is the engaged
destination marketing leader, supporting and selling the
city’s distinct visitor brand experiences and advocating

community tourism benefits.
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Partnership Development

John Wayne Airport

The Bureau has been collaborating with John Wayne Airport (JWA) in an effort v

to expand our marketing reach as a desirable Southern California destination.

US Airways magazine highlighted Orange County’s creative side showcasing ]O&NRPVAB\I%I[\E
Costa Mesa, JWA and other neighboring cities in the February 2013 edition.

JWA served more than 8.85 million passengers in 2012; the airport saw an increase of 2.9% com-
pared to 2011. Exciting new international nonstop destinations were added last year contributing
to the growth. AirTran Airways, and Interjet launched nonstop service from JWA to Mexico
City, Guadalajara and Cabo San Lucas. Southwest Airlines added nonstop service to Houston'’s
Hobby Airport. JWA also launched a nonstop convenience marketing campaign promoting new
services via print and online ads.

John Wayne Airport Monthly Airport Statistics

December 2012
D b % Change
December 2012 e;gr]: e % Change Year-to-Date 2012 Year-to-Date 2011 9
Total passengers 735,626 697,512 5.5% 8,857,944 8,609,008 2.9%
Enplaned 365,639 344,588 6.1% 4,417,599 4,287955 3.0%
Deplaned 369,987 352,924 4.8% 4,440,345 4,321,053 2.8%
Air Cargo Tons' 1,630 1393 17.0% 17870 15,569 14.8%
Total Aircraft Operations 19,139 18,593 2.9% 255,688 252,943 11%
General Aviation 12,135 11,791 2.9% 171,873 169,870 1.2%
Commercial Aircraft 6,781 6,548 3.6% 80,691 79,658 1.3%
Commuter? 188 221 -14.9% 2,631 3188 -175%
Military Operations 35 33 61% 493 227 17.2%
1. All-Cargo Carriers: 1,293 tons
Passenger Carriers (incidental belly cargo): 337 tons
(Current cargo tonnage figures in this report are for November 2012)
2. Aircraft used for regulary schedules air service, configured with not more than seventy (70) seats, and opertating at weights not more than ninety
thousand (90,000) pounds.
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Orance County Visitors Association

Orange County Visitors Association (OCVA) is a destination leadership organization that represents
Orange County as one of the world’s premier travel destinations by providing brand marketing, information
dissemination, collective industry advocacy and educational opportunities. The OCVA, which was
established 20 years ago, is the voice for the visitor's industry and is the only organization that promotes the
entire county. The Bureau sits on the OCVA Board of Directors and co-chairs the marketing committee.
Over the past year, OCVA accomplished the redesign of wwwuisittheoc.com, developed a China marketing
initiative, developed an annual conference bringing together industry leaders and government officials and
is working with California State University, Fullerton to expand the Center for Entertainment and Tourism
Communications.

California is the gateway to the US for Chinese visitors. The China market is California’s 4th largest overseas
market with approximately 517,000 visitors to California in 2011, which is an increase of almost 30 percent
from the prior year. This is the fastest growing market for CA, with double-digit, year-over-year increases in
visitors every year since 2007. The Bureau is proud to be included in the OCVAs China marketing initiative,
which showcases Costa Mesa as one of the must-see destinations when coming to Orange County. Costa
Mesa is highlighted in print brochures, OCVAs translated Chinese website, a video and the action plans of
our dedicated sales manager based in Shanghai, Cherrie Yang. Cherrie works specifically for OCVA and
represents cities that have provided financial investments to this new endeavor.

Visit California

The California Travel and Tourism Commission, doing business as Visit California, is a private nonprofit cor-
poration formed in 1988 to market California as a desirable tourism destination. Visit California works in close
coordination with California's Division of Tourism — while Visit California conducts marketing programs that
drive visitation, the Division of Tourism oversees the assessment program that helps to fund these initiatives.
Visit California serves as the industry leader for more than 100 statewide destination marketing organizations
and more than 60 tourism business districts. In partnership with the state’s travel and tourism industry, Visit
California aims to keep California top of mind as a premier global travel destination.

The Bureau will continue to assess all marketing and international opportunities presented by Visit California
relevant to the Bureau's goals and mission. The Bureau participated in the Vancouver Summit Event with
Visit California. We met with 30+ media members, building relationships and PR opportunities to feature our
city as a great Orange County getaway. Vancouver is a newly targeted market for the Bureau as 1.5 million
people per year visit California and John Wayne Airport offers nonstop service to this destination.

COSTA MESA CVB REPORT UPDATE
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California Tourism Summary

California Tourism Summary
(Annual % change)

2011 2012 2013 2014 2015
Total Visits 3.3% 2.5% 2.2% 2.5% 2.7%
Lii:;e\s‘/tigts 31% 2.2% 2.0% 23% 2.6%
International
Leisure Visits 91% 5.5% 45% 4.4% 43%
% change
Overseas 10.5% 5.0% 51% 5.0% 5.6%
Mexico 8.5% 6.6% 41% 3.9% 3.4%
Canada 6.4% 2.6% 4.0% 42% 3.8%

Source: Tourism Economics. Historical sources: TNS Global (domestic); CIC Research, OTTI (international)
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Domestic Leisure Trips

Annual Domestic Leisure Trips to California
(Annual % change)

2011 2012 2013 2014 2015
Total 31% 2.2% 2.0% 23% 2.6%
California 3.0% 2.0% 1.8% 21% 2.4%
Primary Markets 5.2% 2.9% 32% 3.6% 37%
Arizona 5.2% 3.5% 32% 33% 3.5%
Nevada 6.3% 13% 3.0% 4.6% 4.4%
Oregon 2.6% 3.9% 2.4% 2.7% 3.4%
Washington 6.5% 3.3% 3.6% 32% 3.0%
Utah 4.9% 2.8% 41% 4.0% 3.9%
Colorado 5.1% 31% 3.4% 3.7% 4.0%
Opportunity Markets 3.5% 3.3% 3.3% 3.5% 41%
Texas 4.4% 3.9% 4.4% 4.7% 5.0%
New York 12% 21% 1.8% 1.9% 31%
Illinois 5.1% 3.8% 3.2% 3.4% 3.5%
Rest of U.S. 1.3% 2.7% 21% 2.2% 2.5%

Source: Tourism Economics. Historical sources: TNS Global
Note on volatility of historical data and treatment in forecast: Due to smaller sample sizes and relatively smaller visitor volumes in absolute
terms, the historical data of origin markets tends to be more volatile than total visitor volumes.

International Leisure Trips

Annual International Leisure Trips to California
(Annual % change)

2011 2012 2013 2014 2015

Total 91% 5.5% 4.5% 4.4% 43%
China 29.8% 36.9% 20.4% 12.4% 14.9%
Canada 6.4% 2.6% 4.0% 42% 3.8%
Mexico 8.5% 6.6% 41% 3.9% 3.4%

Source: Tourism Economics. Historical sources: CIC Research, OTTI
Note on volatility of historical data and treatment in forecast: Due to smaller sample sizes and relatively smaller visitor volumes in absolute
terms, the historical data of origin markets tends to be more volatile than total visitor volumes.
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Year End Forecasts Costa Mesa & Orange County

2012 Actuals
Orange County

2012 & 2013
Actuals and Calendar Year End Forecasts

Orange County information provided by PKF Consulting

Occupancy
75% +3.2% YOY

ADR
$150.20 + 5.4% YOY

*Costa Mesa
2013 Forecast

72.3% + 4.4% YOY
Occupancy

$119.75 + 2.9% YOY
ADR

Orange County 74.5% + 1% YOY $135.18 + 4.2% YOY
* Costa Mesa 73.3% + 1% YOVY $120.94 + 1% YOY
* Costa Mesa YTD thru
73.7% $118.98
March 2013

*Costa Mesa hotels include the 9 hotels that provide results to Smith Travel Research, Inc.
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BIA Advisory Board & Bureau Staff

Executive Committee

Mike Hall, Chairman of the Board, General Manager, The Westin South Coast Plaza
Susan O'Brien Moore, Vice President, General Manager, Ayres Hotel & Suites

Sue Cooke, Treasurer, General Manager, Residence Inn by Marriott Costa Mesa

Charles Haber, Secretary, General Manager, Crowne Plaza

Directors

Kandee Anderson, General Manager, Costa Mesa Marriott

Rob Gauthier, General Manager, Hilton Orange County/Costa Mesa
Naj Ekhlas, General Manager, Best Western Plus, Newport Mesa Inn
Chris Ramirez, General Manager, Ramada Inn and Suites

Dan Joyce, Public Affairs Manager, City of Costa Mesa

Gary Monahan, Council Member, City of Costa Mesa

Stephanie Escamilla, General Manager, Holiday Inn Express

Paul Sanford, General Manager, Avenue of the Arts Hotel VWWyndham

Advisors

Terry Dwyer, President, Segerstrom Center for the Arts
Werner Escher, Executive Director of Domestic and International Markets, South Coast Plaza

Peter Papagelis, General Manager, Mastro’s Steakhouse

Bureau Staff

Paulette Lombardi-Fries, President

Lisa Janulewicz, Operations Manager
Kim Glen, Marketing Manager
Nathan Wheadon, Marketing Coordinator

COSTA MESA CVB REPORT UPDATE 9



Hotel Name Property Address Property Owner

Ayres Hotel & Suites

Best Western Plus

Newport Mesa Inn

Hilton Costa Mesa

Crowne Plaza

Holiday Inn Express
Hotel & Suites

Costa Mesa Marriott

Ramada Inn & Suites
Costa Mesa

Residence Inn by
Marriott

The Westin South Coast
Plaza

Avenue of the Arts
Wyndham Hotel

325 & 345 Bristol
Street, Costa Mesa

2642 Newport Blvd.,
Costa Mesa

3050 Bristol Street,
Costa Mesa

3131 Bristol Street,
Costa Mesa

2070 Newport Blvd.,
Costa Mesa

500 Anton Blvd.,
Costa Mesa

1680 Superior Ave.,
Costa Mesa

881 Baker Street,
Costa Mesa

686 Anton Blvd.,
Costa Mesa

3350 Avenue of the
Arts,
Costa Mesa

BIA Participating Bureau Hotels

Newport Country Inn &
Suites, Inc.
355 Bristol Street, Suite
A
Costa Mesa, CA 92626

James Hsuen &
Shang-Pu Lee
2642 Newport Blvd.
Costa Mesa, CA 92627

Ashford TRS CM LLC
14185 Dallas Parkway
Suite 1100
Dallas, Texas 75254

Brighton Management
1901 Main Street, Suite
#150
Irvine, CA 92614

Narendra B. Patel
2070 Newport Blvd.
Costa Mesa, CA 92667

Marriott International
10400 Fernwood Rd.
Bethesda, MD 20817

B.D. Inns Inc./Ramada
Ltd.
1680 Superior Ave.
Costa Mesa, CA 92627

Marriott International
10400 Fernwood Rd.
Bethesda, MD 20817

Host Hotels & Resorts
6903 Rockledge Dr.
Suite 1500
Bethesda, MD 20817

Rosanna Inc.
3350 Avenue of the
Arts,

Costa Mesa

COSTA MESA CVB REPORT UPDATE

Newport Country Inn &
Suites, Inc.
355 Bristol Street, Suite
A
Costa Mesa, CA 92626

James Hsuen &
Shang-Pu Lee
2642 Newport Blvd.
Costa Mesa, CA 92627

Remington Lodging &
Hospitality LP
14185 Dallas Parkway
Suite 1100
Dallas, Texas 75254

3131 Bristol Property
UG, LLC
2711 Centerville Rd. Ste
400
Wilmington, DE 19808

Narendra B. Patel
2070 Newport Blvd.
Costa Mesa, CA 92667

Host Hotels & Resorts
6903 Rockledge Dr.
Suite 1500
Bethesda, MD 20817

B.D. Inns Inc./Ramada
Ltd.
1680 Superior Ave.
Costa Mesa, CA 92627

ING Clarion Partners
2650 Cedar Springs
Road
Suite 850
Dallas, TX 75201-1491

CJ Segerstrom & Sons
c/o South Coast Plaza
686 Anton Blvd.
Costa Mesa, CA 92626

Rosanna Inc.
3350 Avenue of the
Arts,

Costa Mesa
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Financial Summary July 2012 to June 2013

Revenues Actual 2012/2013 Projected 2013/2014
July $162,971.69 $166,230.00
August $192,960.25 $196,819.00
September $228,769.69 $233,344.00
October $198,755.92 $202,730.00
November $162,677.41 $165,930.00
December $216,110.66 $220,432.00
January $149,640.24 $152,632.00
February $141,194.01 $144,017.00
March $153,976.30 $157,055.00
April $189,298.06 $166,980.00
May *not received $165,994.00
June *not received $160,779.00
TOTAL: $1,796,354.23 $2,132,942.00

COSTA MESA CVB REPORT UPDATE
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Expense Projections Fiscal Year 2013/2014
(pending board approval)

Total Marketing Expense $1,411,243.00

Online Marketing/Display Ads/Eblasts
Familiarization Tours/Promotions/Print Advertising

Sponsorships/ Community/Video Production
Tradeshows/Brochures/Hotel Marketing Fund

Total Employee Expenses $385,104.70

Salaries/Payroll Taxes/Workers Comp
Employee Benefits/
(cost of service FSA, health insurance for (1) associate only,
401K 3% bureau contribution)
Payroll Services/Incentives

Total Administrative Expenses $141,589.28

City Collection/Accounting Audit/Mileage/Bank Charges/Dues & Subscriptions/Insurance/
Office Supplies/Rent/Parking/Postage/ Telephone/ Travel[Meetings & Conferences

Total Legal Expenses $195,000.00

TOTAL EXPENSES: $2,132,936.98

Contingency Fund: $500,000.00

This fund is set aside for natural disasters or unforeseen emergencies. This reserve would
enable the Bureau to operate while the Board of Directors reassesses the budget and create
contingency plans.

COSTA MESA CVB REPORT UPDATE
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50 Reasons to Stay Promotional Package

In summer of 2012 the Bureau created a promotional offer to drive incremental hotel room nights to their
hotels during need times. The Board was particularly interested in increasing occupancy by bringing in leisure
travelers during the weekend.

The Bureau worked with Myriad Marketing to develop the “50 Reasons to Stay” package, where guests
would book a hotel night stay and receive a $50 Visa gift card and a Costa Mesa VIP card (containing dis-
counts from local businesses) upon check in.

The Bureau built a marketing campaign around the promotion, including advertising on Expedia and Tri-
pAdvisor targeting people interested in Orange County, and specific feeder markets such as Los Angeles,
San Diego, Phoenix and San Francisco. The promotion ran from July through September of 2012 and was
very successful, driving over 1,400 room nights to partner hotels. The Bureau intends to run this program
again in the summer of 2013.

14



TravelCostaMesa.com - New Developments

The Bureau has continued to build on the TravelCostaMesa.com website over the past year, with the site
now containing just over 8,200 pages. Pages are added to the website daily, the goal being a representation
of the top restaurants, shops and attractions of Costa Mesa.

TravelCostaMesa.com’s mobile site was launched in August of 2012. Optimization of the site for mobile was
an important step for the website as it has a higher than average ratio of mobile and tablet users (industry
average 22%, 1CM.com 28-30% mobile and tablet users). Development of the mobile site allowed for
optimization for a variety of device sizes and browsers used. Also, paid search campaigns were able to
launch in August 2012 specifically to target mobile users.

The Bureau is in the process of translating the site into simple Chinese to become a planning resource for the
increasing number of Chinese tourists to Southern California. Once this project is completed in FY 2013-

2014, the Bureau will begin to develop a Spanish-language version of the site as well.

There were a variety of new pages and web campaigns developed in FY 2012-2013. Here are some samples:

New Pages Developed
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The most significant update of TravelCostaMesa.com this year (April 2013) was updating the look and

enhancing usability of the website from its initial design of February 2011.

Larger imagery

N

Adding video

Blog content

—

/ Updated

Paintbrush intro

(branding)

headers

2011 Site

16




Social Media

The Bureau's social media initiatives continued to expand in FY 2012-2013, with the addition of accounts on
Flickr and Tumblr. As images become more widely searched and appear in search results, it becomes more
critical that Costa Mesa images are widely circulated and linked to on the Internet. The Bureau saw large
increases in its social media following, including:

Jul-12 Apr-13 % Increase
FB 1850 2875 36%
Twitter 4785 6605 28%
G+ 675 1063 37%
4Square 180 344 48%
Pinterest 55 213 74%
Instagram 154 277 44%

YouTube over 13,000 views (+3,000 views in FY 2012-2013)

Facebook was our #1 external referring site in FY 2012-2013.

Traffic Sources



TravelCostaMesa.com Website Traffic Report

Traffic Trends

* Overall traffic and unique visitors
continued its growth

® 34.7% increase on average quarter
over quarter

* Search is the largest traffic source:

62.67% of total traffic

* Anchor Text Keyword Expansions:

15,000+ organic keywords used
by visitors to reach site
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TravelCostaMesa.com Website Traffic Report - YOY Numbers

TravelCostaMesa.com has made significant increases in traffic over the previous year due to a large increase
in online ad spending for our branding campaign and a great deal of back-end search engine optimization
work. By researching top keywords and creating well-written and relevant online content on these keywords,
the website has had very large increases in natural search traffic over the past year as well. The new website
and development of large-scale ad campaigns produced traffic increases that are uncommon in most YOY
comparisons — we expect next years number comparison to be less substantial but still increasing in the 10-
15% range year over year.
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Audience Demographics from TravelCostaMesa.com®

Audience Demographics: Top Devices Audience Demographics: Top 5 States

*These statistics are from the first 3 months of 2013.
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PR/Media Highlights from FY 2012

The Bureau continues to work hard to seek new PR opportunities to spread the word about Costa Mesa.
Following are some editorial pieces and exposure via PR initiatives.
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TripAdvisor
home page
spotlight
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US Airways Magazine
Orange County feature -
February 2013
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Visitor Guide Update

The Costa Mesa visitor guide has been completely revamped to align with the City of the Arts branding
strategy and design. The guide was printed in April 2013 and contains the top shopping, restaurants, hotels,
arts complexes and art installations in Costa Mesa, and also gives information on top attractions in Orange
County. There is a map in the back listing top shopping and arts attractions and the 10 partner hotels. The
new visitor guide will be distributed to local hotels, and visitor centers and airports around California.

Previous Costa Mesa Visitor Guide

New Costa Mesa Visitor Guide

MARKETING REPORT 28



FY 2012-2013 Branding Campaign

The Bureau s in the process of completing the first year of its branding campaign with Myriad Travel Marketing. Myriad's
campaign focused on our target demographic of business and leisure overnight visitors in feeder markets, focusing on
the city as the fashion, culinary and arts destination in Orange County. As the Bureau builds the City of the Arts brand
for Costa Mesa, we are excited to see the community embracing the brand strategy and also use the tagline in reference
to the city.

Thus far the branding campaign has received just over 7.2 million impressions and the website has received a click-
through rate of 0.73% CTR, which is well above the industry average of 0.10%.

Print Media Outlets
Branding Campaign

Print Creative
Branding Campaign
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Online Media Outlets
Branding Campaign

Online Media Outles
Branding Campaign

Online Creative
Branding Campaign
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Branding Campaign - Billboards and Elevators

Outreach Outlets & Creative
Branding Campaign
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Email Marketing

The Bureau sends a monthly email newsletter to subscribers via ExactTarget. The email database has in-
creased 18% to 19,138 year over year. New email templates were created this year to mirror the new website

design and branding strategy.
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Community Relations

The Bureau continues to do outreach to the Costa Mesa community with involvement in major local events,
and actively courting organizations to host new events in the city, bringing additional PR exposure, revenues
and hotel room nights to the city.

60" Anniversary Celebration

The Bureau is a title sponsor of the event, and the Bureau’s marketing manager, Kim Glen, is chair of the 60t
Anniversary committee. The 60" anniversary website (costamesais60.com) was built by the Bureau's web
agency and is hosted on TravelCostaMesa.com.

Costa Mesa Restaurant Week (CMRW)

The Bureau is planning the 3 annual CMRW this August, and the
community support has been increasing. The kickoff party was at
Noguchi Garden and Riviera Magazine was the official media spon-
sor. CMRW 2012 participating restaurants reported sales of at least a
5-10% increase over last year at the same time period. Over 22,000
visitors came to the CostaMesaRestaurantWeek.org website in a
6-week period.

OC Marathon

The Bureau continues to be a title sponsor of the OC Marathon, and underwrites complimentary shuttle
service from its 10 hotels to the race in an effort to encourage runners to stay in Costa Mesa hotels. We are
currently on pace to have an increase in room nights over last year, which provided 600+ room nights.

ONE Travel Conference

The Bureau was a sponsor of the ONE Travel Conference, which had its first-ever event in Costa Mesa
thanks to the support of South Coast Plaza. The ONE Travel Conference is the premier educational con-
ference for Shopping, Dining and Cultural Tourism and was held at The Westin South Coast Plaza. This
resulted in over 200 room nights plus increased exposure to travel and tourism professionals and media.

Nepenthia Beer Garden

The Nepenthia event will bring area craft breweries together with local artists, florists and gardeners to
create the world’s first one-day beer garden in TeWinkle Park. This will be a unique collaboration of art and
specialty beers in a 4-hour event. The Bureau is sponsoring this event with the thought that this is an exciting
new event that would not only bring PR opportunities for the city, but also bring visitors from outside our
community to see what Costa Mesa has to offer.
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December 11, 2012

Board of Directors
Costa Mesa Conference & Visitor Bureau

We have audited the financial statements of Costa Mesa Conference & Visitor Bureau for
the year ended June 30, 2012, and have issued our report thereon dated November 30, 2012.
Professional standards require that we provide you with the following information related to our
audit.

Our Responsibilities under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter date May 2, 2012, our responsibility, as described by
professional standards, is to plan and perform our audit to obtain reasonable, but not absolute,
assurance that the financial statements are free of material misstatement and are fairly
presented in accordance with Modified Cash Basis of Accounting. Because an audit is
designed to provide reasonable, but not absolute, assurance and because we did not perform
a detailed examination of all transactions, there is a risk that material misstatement may exist
and not be detected by us.

As part of our audit, we considered the internal control of Costa Mesa Conference & Visitor
Bureau. Such considerations were solely for the purpose of determining our audit procedures
and not to provide any assurance concerning such internal control.

Significant Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies
used by the Costa Mesa Conference & Visitor Bureau are described in Note 1 to the financial
statements. No new accounting policies were adopted and the application of existing policies
was not changed during 2012. We noted no transactions entered into by the Organization
during the year that were both significant and unusual, and of which, under professional
standards, we are required to inform you, or transactions for which there is a lack of
authoritative guidance or consensus.

{562} 594-5866 ¢ (877 310-1040 « fx: (562 594-7944 * 3626 East Pacific Coast Highway ® 2nd Floor * Long Beach, California 90804
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Board of Directors

Costa Mesa Conference & Visitor Bureau
December 11, 2012

Page 2

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past and
current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because of
the possibility that future events affecting them may differ significantly from those expected.
The most sensitive estimates(s) affecting the financial statements was(were):

There are no particularly sensitive disclosures affecting the financial statements.

Audit Adjustment

For purposes of this letter, professional standards define an audit adjustment as a
proposed correction of the financial statements that, in our judgment, may not have been
detected except through our auditing procedures. An audit adjustment may or may not
indicate matters that could have a significant effect on the Organization’s financial reporting
process (that is, cause financial statements to be materially misstated). In our judgment, none
of the adjustments we proposed, whether recorded or unrecorded by the Organization, either
individually or in the aggregate, indicate matters that could have a significant effect on the
Organization’s financial reporting process.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with
management as a matter, whether or not resolved to our satisfaction, concerning a financial
accounting, reporting, or auditing matter, that could be significant to the financial statements or
the auditor's report. We are pleased to report that no such disagreements arose during the
course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing
and accounting matters, similar to obtaining a “second opinion” on certain situations. iIf a
consultation involves application of an accounting principle to the Bureau's financial
statements or a determination of the type of auditor's opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
censultations with other accountants.
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To the Board of Directors of
Costa Mesa Conference and
Visitor Bureau

Independent Auditors’ Report

We have audited the accompanying statements of assets, liabilities and net assets — cash basis
of Costa Mesa Conference and Visitor Bureau (a nonprofit organization) as of June 30, 2012 and
2011, and the related statements of support, revenues, and expenses — cash basis for the years
then ended. These financial statements are the responsibility of the Organization’s management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we ptan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As described in note 1, these financial statements were prepared on the cash basis of
accounting, which is a comprehensive basis of accounting other than generally accepted accounting
principles. In our opinion, the financial statements referred to above present fairly, in all material
respects, the assets, liabilities and net assets of Costa Mesa Conference and Visitor Bureau as of
June 30, 2012 and 2011, and its support, revenues and expenses for the years then ended, on the
basis of accounting described in note 1.

Gatlin /5,@2%:/“ & I1s Loernitlles 427

Certified Public Accountants

Long Beach, CA
December 18, 2012
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COSTA MESA CONFERENCE AND VISITOR BUREAU
STATEMENTS OF ASSETS, LIABILITIES AND NET ASSETS - CASH BASIS
June 30, 2012 and June 30, 2011

2012 2011
ASSETS
Cash $1,288,743 § 985314
Total assets $1,288,743 $ 985314
NET ASSETS
Unrestricted $1,288,743 $ 885314
Net Assets $1,288,743 3 985,314

See accompanying notes to financial statements



COSTA MESA CONFERENCE AND VISITOR BUREAU

STATEMENTS OF SUPPORT, REVENUES AND EXPENSES - CASH BASIS

June 30, 2012 and 2011

UNRESTRICTED NET ASSETS
Unrestricted revenues
Business improvement area assessment
Interest income
Other income
Total unrestricted revenues
Expenses
Hote] and special promotions
Marketing

Salaries and Benefits
General and administrative

Total expenses

Increase in unrestricted net assets
NET ASSETS AT BEGINNING OF THE YEAR

NET ASSETS AT END OF YEAR

See accompanying notes to financial statements

2012 2011
$1,939,658 $1,496,540
3,821 2,879
113 551
1,943,592 1,499,970
323,973 102,175
830,813 319,848
315,536 260,696
160,841 165,310
1,640,163 848,029
303,429 651,941
985,314 333,373
91,288,743 $ 985,314
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COSTA MESA CONFERENCE AND VISITOR BUREAU
NOTES TO FINANCIAL STATEMENTS - CASH BASIS
June 30, 2012 and June 30, 2011

Nature of activities and Significant Accounting Policies

Nature of activities

The Costa Mesa Conference and Visitor Bureau (the Bureau) is a California non-profit
corporation formed in 1995 to market the city of Costa Mesa as a leisure and group meeting
travel destination.

The vision of the Bureau is to be the engaged destination-marketing leader by supporting and
selling the city of Costa Mesa's distinct visitor brand experiences and advocating community
tourism benefits. The Bureau's mission is to enhance and promote the city of Costa Mesa'’s
brand, experience, further increasing visitor spending for industry and community economic
viability, sustainability and gquality of life.

The Bureau is comprised of the ten member hotels within the Business Improvement Area
(BIA) of Costa Mesa. The member hotels are Costa Mesa Marriott, Hilton Costa Mesa, Holiday
Inn Express Hotel & Suites, The Hotel Hanford, Residence Inn by Marriott, Wyndham Orange
County, Ayres Hotel & Suites, The Westin South Coast Plaza, Ramada Inn and Suites Costa
Mesa / Newport Beach, and Best Western Plus Newport Mesa Inn.

Basis of accounting

The Bureau’s policy is to prepare its financial statements on the basis of cash receipts and
disbursements which is a comprehensive basis of accounting other than generally accepted
accounting principles. Consequently, revenues are recognized when received rather than when
earned, and expenses are recognized when disbursed rather than when the obligation is
incurred.

Tax status

The Bureau is exempt from taxation under Internal Revenue Code Section 501(c)(6) on
income related to its tax exempt purpose. The Bureau had no unrelated business income, as
defined by the Internal Revenue Code, for the fiscal years ended June 30, 2012 and June 30,
2011. Accordingly, no tax provision has been provided for in the accompanying financial
statements.



1.

COSTA MESA CONFERENCE AND VISITOR BUREAU
NOTES TO FINANCIAL STATEMENTS - CASH BASIS (continued)
June 30, 2012 and June 30, 2011

Nature of activities and Significant Accounting Policies (continued)

Revenue

On behalf of the City of Costa Mesa the Bureau’'s ten member hotels collect a Business
Improvement Area (BIA) levy on the sale of overnight guest room stays. For the fiscal year
ended June 30, 2010 the levy was two percent (2%) through October 31, 2010; effective
November 1, 2011 the levy was increased to three percent (3%). The levy was three percent
(3%) for the entire fiscal year ended June 30, 2012. The levy is transmitted by the hotels to the
City and is remitted to the Bureau, net of a one percent handling fee, pursuant to a Professional
Services Agreement entered into by and between the City and the Bureau.

The above mentioned levy is 89.8% of the total revenue of the Bureau for fiscal years ended
June 30, 2012 and June 30, 2011, respectively. The professional services agreement (PSA)
with the City of Costa Mesa is renewed annually. The Bureau and the City of Costa Mesa have
a good working relationship; consequently there is no concern that the PSA will not be renewed
each year, indefinitely.

Use of BIA Revenue

California state law provides that BIA assessments are to be used for the purposes specified
in the authorizing resolution that established the assessment. The City’s resolution that
established the assessment references the uses specified in the Bureau's annual report.

Cash

Cash consists of demand deposits as of June 30, 2012 and June 30, 2011 at the following
institutions:

6/30/12 6/30/11
American Securities Bank $476,495 $759,528
Pacific Premier Bank 585,369 #]
Beach Business Bank 218,747 215,690
Nationa! Bank 10,132 10.096
Total $1,288,743 9 14

The Bureau maintains its cash in bank deposit accounts, which at various times during the
fiscal years ended June 30, 2012 and June 30, 2011 exceeded federally insured limits.

Hotel promotions expense

During 2011-2012 fiscal years, the Bureau allocated $150 per room to each member hotel for
hotel specific marketing purposes The allocation subsidizes hotel specific advertising and
marketing efforts that also include the Bureau logo. Vendor invoices are either paid by the hotel
or paid directly by the Bureau.



COSTA MESA CONFERENCE AND VISITOR BUREAU
NOTES TO FINANCIAL STATEMENTS - CASH BASIS {continued)
June 30, 2012 and June 30, 2011

3. Hotel promotions expense (continued)

Samples of the advertising / marketing material must be submitted showing the
Bureau logo for reimbursement. Hotel promotions expense amounted to $323,973 and
$102,175 for fiscal years ended June 30, 2012 and June 30, 2011, respectively. If the hotels do
not use all of their allocated funds the funds revert back to the Bureau.

ft is the opinion of the Bureau that reimbursing the hotels for advertising costs provides a
~public benefit to the City of Costa Mesa by promoting tourism, increasing retail sales, etc.

4. Marketing expenses

The Bureau incurs marketing expenses related to its mission of promoting the City of Costa
Mesa as a tourist destination. For the fiscal years ended June 30, 2012 and June 30, 2011,
marketing expenses totaled $839,813 and $319,848, respectively.

Marketing expenses include a new website for the Bureau which went live in January 2012,
community sponsorships, brochures, print advertising and various promotions. All of these
endeavors promote tourism in the City of Costa Mesa.

5. Commitments and Contingencies
The Bureau entered into a lease for office space effective July 15, 2010. The lease is for five
(5) years ending July 31, 2015. There is an option to renew the lease for an  additional five
(5) years at the end of the lease period. Total rent expense for fiscal years ending June 30,
2012 and June 30, 2011 amounted to $32,076 and $32,145, respectively.

Future minimum lease obligations as of June 30, 2012 consist of the following:

Fiscal year ended June 30, 2013 $33,036
June 30, 2014 $34,047
June 30, 2015 $35,068
June 30, 2016 thereafter $2,969

The Bureau also entered into non-cancelable lease for a color copier on
September 30, 2010. The lease is for five (5)years ending September 29, 2015.
Monthly payment for the copier is $166.60 per month until the end of the lease.

6. Employee Benefit Plan

The Bureau sponsors a defined contribution salary deferral plan (401(k) plan) covering all
employees. Beginning in April 2012 the board of directors has agreed to match 401(k)
contributions dollar for dollar up to 3% of the eligible employee's salary. During the fiscal years
ended June 30, 2012 and June 30, 2011 no matching contributions were made.



COSTA MESA CONFERENCE AND VISITOR BUREAU
NOTES TO FINANCIAL STATEMENTS - CASH BASIS (continued)
June 30, 2012 and June 30, 2011

7. Credit Risk

The Bureau maintains cash deposits at institutions which are insured by the Federal
Deposit Insurance Corporation (FDIC) up to $250,000. At various times during 2012 and
2011, the Bureau maintained balances in excess of the federally insured limit.

B. Risk and Uncertainties

Due to the nature of the Bureau's business, the Bureau's revenue is entirely dependent on the
City of Costa Mesa, which collects the Business Improvement Area (BIA) levy from the ten hotels
in Costa Mesa (see Revenue). A cancellation of the Professional Service Agreement (PSA)
between the City of Costa Mesa and the Bureau will adversely and severely impact the Bureau’s
financial position. The possibility of the PSA agreement not being renewed annually is remote.

9. Subsequent Events

Management has evaluated subsequent events through November 30, 2012, the date that the
financial statements were available to be issued. The following subsequent events have been
identified for disclosure in these financial statements.

The Bureau has agreed to reimburse the city a total of $164,000 during the year ending
June 30, 2013 for expenses paid for events, website, etc.

The Bureau has initiated a lawsuit against a former vendor Hyperdisk. The Bureau
believes Hyperdisk has breached a contract with the Bureau by not performing services
as requested.



ATTACHMENT 3

RESOLUTION NO. 13-

A RESOLUTION OF THE CITY COUNCIL OF THE CITY
OF COSTA MESA, CALIFORNIA, DECLARING ITS
INTENTION TO LEVY AN ANNUAL ASSESSMENT FOR
FISCAL YEAR 2013-2014 FOR A BUSINESS
IMPROVEMENT AREA COVERING CERTAIN COSTA
MESA HOTELS AND MOTELS AND SETTING THE TIME
AND PLACE FOR A PUBLIC HEARING ON PROPOSAL.

THE CITY COUNCIL OF THE CITY OF COSTA MESA DOES HEREBY
RESOLVE AS FOLLOWS:

WHEREAS, the California Legislature in adopting the Parking and Business
Improvement Area Law of 1989 (Streets & Highways Code § 36500 et. seq.) authorized
cities to levy assessments on businesses in order to promote economic revitalization
and tourism, to create jobs, attract new businesses, and prevent erosion of business
districts; and

WHEREAS, on July 5, 1995, by Ordinance No. 95-9, the City Council adopted a
business improvement area, commonly known as the Costa Mesa Tourism & Promotion
Business Improvement Area, the purpose of which is to promote tourism to the City and
to fund programs and activities that benefit the hotel and motel businesses within the
City of Costa Mesa; and

WHEREAS, the City Council appointed the general managers of the 10 hotels
subject to the assessment area, to serve as the advisory board as required by California
Streets and Highways Code Section 36530; and

WHEREAS, said advisory board is known as the Costa Mesa Conference and
Visitor Bureau (the “CMCVB”); and

WHEREAS, the City Council has voted to continue the special assessment for the
BIA each year since its inception, and it has been levied upon the 10 hotel and motel
businesses listed on Exhibit A, attached hereto and incorporated herein by this reference;
and

WHEREAS, in January 2000, the City Council approved an increase in the
assessment, raising the assessment from one percent (1%) to two percent (2%). The

two percent (2%) assessment is based on the sale of overnight room stays; and



WHEREAS, in November 2010, the City Council approved an increase in the
assessment, raising the assessment from two percent (2%) to three percent (3%). The
three percent (3%) assessment is based on the sale of overnight room stays;

WHEREAS, this Resolution of Intention will commence proceedings under the
Parking and Business Improvement Area Law of 1989 (Streets & Highways Code §
36500 et seq.) to levy the annual assessment of the Costa Mesa Tourism & Promotion
Council Business Improvement Area for the 2013-2014 fiscal year; and

WHEREAS, the Agenda Report for the May 7, City Council Meeting and filed with
the City Clerk sets forth a detailed description of the activities to be provided in the
2013-2014 fiscal year, the boundaries of the Business Improvement Area, the benefit
zone of the area, and the proposed assessments to be levied upon the businesses
within the area for the coming fiscal year;

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Costa
Mesa as follows:

Section 1. Assessment. An annual assessment for the Costa Mesa Tourism &

Promotion Council Business Improvement Area is proposed to be levied pursuant to
Streets & Highways Code 8§ 36500 et seq. The proposed boundaries of the territory are
the ten motels and hotels listed in Exhibit A, attached hereto and incorporated herein by
this reference. The proposed amount of the annual assessment is three percent (3%).
The three percent (3%) assessment is based on the sale of overnight room stays. New
hotel and motel businesses commenced after the effective date of the ordinance levying
the assessment will be exempt from the levy of assessment, pursuant to Streets &
Highways Code § 36531 and 8§ 36535.

Section 2. Annual Report. An annual report on the Business Improvement Area

has been prepared by the Costa Mesa Conference & Visitor Bureau, acting as the
advisory board as required by Streets & Highways Code 8§ 36533 and § 36534. Said
report is on file in the City Clerk’s Office.

Section 3. Types of Activities To Be Funded. The proposed type or types of

activities to be funded by and through the annual levy of assessments on businesses
within the Costa Mesa Tourism & Promotion Council Business Improvement Area are

specified in the referenced annual report and Exhibit B.



Section 4. Method and Basis of Levy. The proposed method and basis of

levying the assessment to allow each business owner to estimate the amount of the

assessment to be levied against his or her business is set forth in the Costa Mesa

Conference & Visitor Bureau’s annual report relative to the Business Improvement Area.

Section 5. Time and Place of Public Hearing. The time and place of the public

hearing on the business improvement area and the annual levy of assessments shall be
at 7 p.m., June 4, 2013, at the Costa Mesa City Hall, City Council Chambers, 77 Fair

Drive, Costa Mesa, California. At the public hearing set forth above, the testimony of all

interested persons for or against the annual levy of assessment for the business

improvement area, the extent of the area, or the furnishing of specific types of

improvements or activities will be heard by the City Council.

Section 6. Protests. The following rules shall apply to all protests:

(@)

(b)

(€)

(d)

A protest may be made orally or in writing by any interested person. Any
protest pertaining to the regularity or sufficiency of the proceedings shall be
in writing and shall clearly set forth the irregularity or defect to which the
objection is made.

Every written protest shall be filed with the City Clerk's Office, Costa Mesa
City Hall, Room 101, 77 Fair Drive, Post Office Box 1200, Costa Mesa,
California 92626-1200, at or before the time fixed for the public hearing as
set forth above.

The City Council may waive any irregularity in the form or content of any
written protest, and at the public hearing, may correct minor defects in the
proceedings.

If written protests are received from the owners of businesses in the
proposed business improvement area which will pay fifty percent (50%) or
more of the assessments to be levied and protests are not withdrawn so as
to reduce the protests to less than the fifty percent (50%), no further
proceedings on the proposal to continue the business improvement area
assessment, as specified by this resolution of intention, shall be taken by
the City Council for a period of one year from the date of the filing of a

majority protest.



BE IT FURTHER RESOLVED THAT the City Council of the City of Costa Mesa,
California, does hereby adopt the annual report by the Costa Mesa Conference & Visitor
Bureau acting as the advisory board on the business improvement area (referenced
report on file in the City Clerk’s Office), and this Resolution of Intention as set forth
herein, and Exhibits "A" and “B” which are attached hereto and incorporated by this
reference.

PASSED, APPROVED, AND ADOPTED this 7" day of May, 2013.

James Righeimer, Mayor

ATTEST: APPROVED AS TO FORM:

Brenda Green, City Clerk Thomas Duarte, City Attorney



EXHIBIT A

The Business Improvement Area (“BIA”) benefit zone encompasses the entire City of
Costa Mesa boundaries. It is anticipated that the entire City, including businesses and
residents, will benefit from increased revenues generated by the activities financed by
the BIA assessment.

The following businesses will be included in the BIA that is established pursuant to
Streets & Highways Code 8 36500 et seq., the businesses commonly known as:

Ayres Country Inn & Suites

Property Address: 325 and 345 Bristol Street, Costa Mesa

Business Owner:  Newport Country Inn & Suites, Inc.
355 Bristol Street, Suite A
Costa Mesa, CA 92626

Property Owner: Newport Country Inn & Suites, Inc.
355 Bristol Street, Suite A
Costa Mesa, CA 92626

Best Western Plus Newport Mesa Inn

Property Address: 2642 Newport Boulevard, Costa Mesa

Business Owner:  James Hsuen & Shang-Pu Lee
2642 Newport Boulevard
Costa Mesa, CA 92627

Property Owner: James Hsuen & Shang-Pu Lee
2642 Newport Boulevard
Costa Mesa, CA 92627

Hilton Costa Mesa

Property Address: 3050 Bristol Street, Costa Mesa

Business Owner:  Ashford TRS CM LLC
14185 Dallas Parkway, Suite 1100
Dallas, TX 75254

Property Owner: Remington Lodging & Hospitality LP
14185 Dallas Parkway, Suite 1100
Dallas, TX 75254



Crowne Plaza

Property Address: 3131 Bristol Street, Costa Mesa

Business Owner:  Brighton Management
1901 Main Street, Suite 150
Irvine, CA 92614

Property Owner: 3131 Bristol Property UC, LLC
2711 Centerville Road, Suite 400
Wilmington, DE 19808

Holiday Inn Express Hotel & Suites

Property Address: 2070 Newport Boulevard, Costa Mesa

Business Owner: Narendra B. Patel
2070 Newport Boulevard
Costa Mesa, CA 92667

Property Owner:  Narendra B. Patel
2070 Newport Boulevard
Costa Mesa, CA 92667

Costa Mesa Marrioftt

Property Address: 500 Anton Boulevard, Costa Mesa

Business Owner:  Marriott International
10400 Fernwood Road
Bethesda, MD 20817

Property Owner: Host Hotels & Resorts
6903 Rockledge Drive, Suite 1500
Bethesda, MD 20817

Ramada Inn & Suites Costa Mesa

Property Address: 1680 Superior Avenue, Costa Mesa

Business Owner: B.D. Inns Inc./Ramada Ltd.
1680 Superior Avenue
Costa Mesa, CA 92627

Property Owner: B.D. Inns Inc./Ramada Ltd.
1680 Superior Avenue
Costa Mesa, CA 92627



Residence Inn by Marriott

Property Address: 881 Baker Street, Costa Mesa

Business Owner:  Marriott International
10400 Fernwood Road
Bethesda, MD 20817

Property Owner: ING Clarion Partners
2650 Cedar Springs Road, Suite 850
Dallas, TX 75201-1491

The Westin South Coast Plaza

Property Address: 686 Anton Boulevard, Costa Mesa

Business Owner: Host Hotels & Resorts
6903 Rockledge Drive Suite 1500
Bethesda, JD 20817

Property Owner: CJ Segerstrom & Sons
c/o South Coast Plaza
686 Anton Boulevard
Costa Mesa, CA 92626

Avenue of the Arts Wyndham Hotel

Property Address: 3350 Avenue of the Arts, Costa Mesa

Business Owner: Rosanna Inc.
3350 Avenue of the Arts
Costa Mesa, CA 92627

Property Owner: Rosanna Inc.
3350 Avenue of the Arts
Costa Mesa, CA 92627



EXHIBIT B

The BIA assessment will be used to fund the Costa Mesa Conference & Visitor Bureau
(CVB). The CVB will fund activities to promote tourism in Costa Mesa and will sponsor
related tourist events that benefit the hotel and motel businesses within the City.

The specific improvements and activities to be funded by this assessment are outlined
in the CMCVB’s 2012-2013 Annual Report.

Revenue

A three percent (3%) levy will be assessed against each of the 10 hotels listed in Exhibit
A, based on the net revenue from the sale of overnight room stays.

Business owners shall pay the assessment to the Costa Mesa City Finance Department
on a monthly basis. A penalty and interest shall be assessed on late payments.

Note: New hotel and motel businesses commenced after the effective date of this
resolution will be exempt from the levy of assessment.



ATTACHMENT 4

Bylaws of

Costa Mesa Conference & Visitor Bureau
A California Nonprofit Mutual Benefit Corporation

ARTICLE |
NAME AND PRINCIPAL OFFICE

The name of the corporation is Costa Mesa Conference & Visitor Bureau (“CVB”). The
principal office for the transaction of the affairs and activities of this corporation shall be located
in the City of Costa Mesa. The Board of Directors may change the location of the principal
office.

ARTICLE II
PURPOSE

The purpose of this corporation shall be to promote tourism for the general benefit of businesses,
hotels and motels in the City of Costa Mesa, California.

ARTICLE I
LIMITATIONS

Section 1: Assets. This Corporation is not organized, nor shall it be operated, for pecuniary gain
or profit, and it does not contemplate the distribution of gains, profits or dividends of its
members and is organized solely for nonprofit purposes. No part of the profits or net income of
this Corporation shall ever inure to the benefit of any Director, officer or member thereof, or to
any individual. Upon the dissolution or winding up of the Corporation, after payment of, or
provision for payment of, all debts and liabilities of this Corporation, the remaining assets shall
be distributed to a nonprofit fund, foundation or corporation which has been formed to provide
benefits or services for Costa Mesa tourism businesses and which has established its tax-exempt
status under 8501(c) of the Internal Revenue Code. If no such corporation as described above is
in existence at the time of dissolution, then the remaining assets shall be distributed to a
nonprofit fund, foundation or corporation, which has established its tax-exempt status under
8501(c) of the Internal Revenue Code.

Section 2: Construction. Unless the context requires otherwise, the general provisions, rules of
construction, and definitions in the California Nonprofit Mutual Benefit Corporation Law shall
govern the construction of these Bylaws. Without limiting the generality of the preceding
sentence, the masculine gender includes feminine and neuter, the singular includes the plural, the
plural includes the singular, and the term “person” includes both a legal entity and a natural
person.



ARTICLE IV
MEMBERS

Section 1: Definitions. This corporation shall have no members within the meaning of the
California Nonprofit Corporation Law, pursuant to Corporation Code §7332(a) as may be
amended or re-codified from time to time. As used herein, the term members shall refer to
Directors. The Board may, in its discretion, admit individuals to one or more classes of
nonvoting members; the class or classes shall have such rights and obligations as the board finds
appropriate.

ARTICLE V
DIRECTORS

Section 1: Number. The corporation shall have no less than nine (9) and no more than fifteen
(15) Directors. The precise number of Directors for any given year shall be set by resolution of
the board and equal to the number of businesses assessed in the Costa Mesa Tourism &
Promotion Business Improvement Area (“BIA”) plus two. Each Director shall have one vote. A
reduction in the number of Directors shall not result in removal of any Director before his or her
term of office expires.

Section 2: Tenure. Each Director of the corporation shall serve for a term of five (5) years.

Section 3: Criteria. The Board shall be composed as follows:
A. Two Directors shall be representatives of the City of Costa Mesa:
1. One shall be a city employee designated by the city’s chief executive officer;
and
2. One shall be a city council member. If the council member declines the
appointment, the representative shall instead be a city employee designated by
the city’s chief executive officer.
B. The remaining directors shall be the general managers of each lodging business
assessed by the BIA.
C. Directors shall not be allowed to designate alternates.

Section 4: Annual Election. Directors shall be elected by the Board. Election of Directors shall
take place at the annual meeting of the corporation. Procedures for election of Directors shall be
determined by the Board of Directors.

Section 5: Powers. Subject to the provisions and limitations of the California Nonprofit Mutual
Benefit Corporation law, the provisions of the BIA, and any other applicable laws, and subject to
any limitations of the Articles of Incorporation and these Bylaws, the corporation’s activities and
affairs shall be managed, and all corporate powers shall be exercised by, or under the direction
of, the Board.

Bylaws of Costa Mesa Conference & Visitor Bureau
April 2012



Section 6: Specific Powers. Without prejudice to the general powers set forth in Article V,
Section 6 of these Bylaws, but subject to the same limitations, the Board shall have the power to
do the following:

A. Appoint and remove, at the pleasure of the Board, all corporate officers, agents, and
employees; prescribe powers and duties for them as are consistent with the law, the
Articles of Incorporation, and these Bylaws; fix their compensation; and require from
them security for faithful service.

B. Change the principal office or the principal business office in the City of Costa Mesa
from one location to another; cause the corporation to be qualified to conduct its
activities in any other state, territory, dependency, or country; conduct its activities in
or outside California; and designate a place in the City of Costa Mesa for holding any
meeting of members.

C. Borrow money and incur indebtedness on the corporation’s behalf and cause to be
executed and delivered for the corporation’s purposes, in the corporate name,
promissory notes, bonds, debentures, deeds of trust, mortgages, pledges,
hypothecations, and other evidence of debt and securities.

Section 7: Occurrence of Vacancies. A vacancy or vacancies on the Board shall occur in the
event of:
A. The death, removal or resignation of any Director; or
B. The declaration by resolution of the Board of a vacancy in the office of a Director
who has been convicted of a felony, declared of unsound mind by a court order, or
found by final order or judgment of any court to have breached a duty arising under
Corporations Code 87238, the BIA, or other applicable laws; or
C. Anincrease in the authorized number of Directors; or
D. A Board member no longer being authorized to represent the business or City they
were selected to represent; or
E. The failure of an election to elect the number of Directors required to be elected in
that election.

Section 8: Filling Vacancies. Vacancies on the Board may be filled by approval of the Board,
or if the number of Directors then in office is less than a quorum, by either:
A. The unanimous written consent of the Directors then in office; or
B. The affirmative vote of a majority of Directors then in office at a meeting held
according to the notice provisions of these Bylaws and the Ralph M. Brown Act; or
C. A sole remaining Director.

Section 9: Resignation of Directors. Any Director may resign by giving written notice to the
chair of the Board, if any, or to the president or the secretary of the Board. The resignation shall
be effective when the notice is given unless it specifies a later time for the resignation to become
effective. If a Directors’ resignation is effective at a later time, the Board may elect a successor
to take office as of the date when the resignation becomes effective.

Section 10: Removal of Directors. Any Director may be removed, without cause, by the vote of
the majority of the members of the entire Board of Directors at a special meeting called for that

Bylaws of Costa Mesa Conference & Visitor Bureau
April 2012



purpose, or at a regular meeting, provided that notice of that meeting and of the removal question
are given as provided in Article VI.

Section 11: Compensation and Reimbursement. Directors shall serve as volunteers and shall
not be compensated. Directors may be reimbursed for expenses, as the Board may establish by
resolution to be just and reasonable to the corporation at the time that the resolution is adopted.

Section 12: Advisors. The Board may, in its discretion, invite individuals to serve as Advisors
to the Board. Advisors shall be invited to Board meetings in the same manner as are Directors,
but shall not be Directors.

ARTICLE VI

MEETINGS

Section 1: Annual Meeting. The annual meeting of the corporation shall be held once per year,
at such time and on such date as the Board may fix from time to time. At the annual meeting,
Directors shall be elected and other business may be transacted, subject to the provisions of these
Bylaws. Notice of the annual meeting shall be posted at least seventy-two hours prior to the
meeting in a publicly accessible location, in accordance with the requirements of the Ralph M.
Brown Act. Each notice shall state the general business to be transacted, and the day, time and
place of the meeting.

Section 2: Board of Directors Regular Meetings. The Board shall meet not less than every-
other-month on dates agreed upon by the Board. Notice of regular meetings shall be posted at
least seventy-two hours prior to the meeting in a publicly accessible location, in accordance with
the requirements of the Ralph M. Brown Act. Each such notice shall state the general business
to be transacted, and the day, time and place of the meeting. Business may be transacted at any
regular meeting of the Board in accordance with the requirements of the Ralph M. Brown Act.

Section 3: Board of Directors Special Meetings. Special meetings of the Board may be called
by the Chairperson of the Board or any three Directors. Notice of special meetings shall be
given to each Director stating the time, place, and business to be discussed at least twenty-four
hours before the time of the meeting specified in the notice. Notice shall be delivered to the
Board personally or by any other means pursuant to Government Code §54956. Notice shall also
be posted at least twenty-four hours prior to the meeting in a publicly accessible location in
accordance with the requirements of the Ralph M. Brown Act.

Section 4: Notice of Meetings. Notice of all meetings will be given in accordance with the
provisions of the Ralph M. Brown Act, Government Code 854950 et. seq. The noticing
provisions in these Bylaws shall be subject to any amendments of the Ralph M. Brown Act.

Section 5: Place of Meetings. All meetings of the corporation shall be held at such location in
the City of Costa Mesa as may be determined by the Board.

Section 6: Telephonic Appearance. Teleconferencing, as authorized by §54953 of the Ralph
M. Brown Act may be used for all purposes in connection with meetings. All votes taken during
a teleconferenced meeting shall be by roll call. If teleconferencing is used, the Board shall post
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the agenda at all teleconference locations and conduct teleconference meetings in a manner that
protects the statutory and constitutional rights of the parties or the public appearing before the
Board. Each teleconference location shall be identified in the notice and agenda of the meeting,
and each teleconference location shall be accessible to the public. During the teleconference, at
least a quorum of the members of the Board shall participate from locations with the boundaries
of the City of Costa Mesa. The agenda shall provide an opportunity for members of the public to
address the legislative body directly pursuant to 854954.3 at each teleconference location.

Section 7: Quorum. At any meeting of the Board, a majority of the members of the Board shall
constitute a quorum. If less than a quorum is present at a meeting, a majority of the Directors
present may adjourn the meeting from time to time without further notice other than
announcement at the meeting, until a quorum shall be present. There shall be no voting by
proxies or voting by absentia.

ARTICLE VII
OFFICERS

Section 1: Offices Held. The officers of the corporation shall be a Chairperson, a Vice
President, a Secretary, a Treasurer, and such other officers as the Board may from time to time
designate. All officers shall be members in good standing of the Board. Any number of offices
may be held by the same person. The officers of the Corporation shall also serve on the
executive committee of the corporation.

Section 2: Election of Officers. The officers of this corporation shall be chosen every other
year by the Board and shall serve at the pleasure of the Board, subject to the rights of any officer
under any employment contract.

Section 3: Term. All officers shall be elected for a term of two (2) years or until their
successors are elected and qualified.

Section 4: Removal of Officers. Without prejudice to the rights of any officer under an
employment contract, the Board may remove any officer with or without cause.

Section 5: Resignation of Officers. Any officer may resign at any time by giving written notice
to the Board. The resignation shall take effect on the date the notice is received or at any later
time specified in the notice. Unless otherwise specified in the notice, the resignation need not be
accepted to be effective. Any resignation shall be without prejudice to any rights of the
corporation under any contract to which the officer is a party.

Section 6: Vacancies in Office. A vacancy in any office because of death, resignation, removal,
disqualification, or any other cause shall be filled in the manner prescribed by these Bylaws for
normal appointments to that office. However, vacancies need not be filled on an annual basis.

Section 7: Responsibilities of Chairperson. The Chairperson shall preside at all meetings and
have such other powers and duties as the Board or these Bylaws may require.
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Section 8: Responsibilities of Vice President. The Vice President shall assume the duties of
the Chairperson in his or her absence and shall have such other powers and duties as the Board or
these Bylaws may require.

Section 8: Responsibilities of Secretary. The Secretary of the corporation shall have the
following responsibilities:

A. The Secretary shall keep or cause to be kept, at the corporation’s principal office or
such other place as the Board may direct, a book of minutes of all meetings,
proceedings, and actions of the Board, of committees of the Board, and of any
members’ meetings. The minutes of meetings shall include the time and place that
the meeting was held; whether the meeting was annual, general, or special, and if
special, how authorized; the notice given; and the names of persons present at Board
and committee meetings.

B. The Secretary shall keep or cause to be kept, at the corporation’s principal office, a
copy of the Articles of Incorporation and Bylaws, as amended to date.

C. The Secretary shall keep or cause to be kept, at the corporation’s principal office or at
a place determined by resolution of the Board, a record of the corporation’s members,
showing each member’s name, address, business represented, and class of
membership.

D. The Secretary shall give, or cause to be given, notice of all meetings that these
Bylaws require to be given. The Secretary shall keep the corporate seal, if any, in
safe custody and shall have such other powers and perform such other duties as the
Board or the Bylaws may require.

E. The Secretary shall maintain, or cause to be maintained, the corporation’s records in
accordance with the requirements of the California Public Records Act, Government
Code 86250 et seq.

Section 9: Responsibilities of Treasurer. The Treasurer of the corporation shall have the
following responsibilities:

A. The Treasurer shall keep and maintain, or cause to be kept and maintained, adequate
and correct books and accounts of the corporation’s properties and transactions. The
Treasurer shall send or cause to be given to the Directors such financial statements
and reports as are required to be given by law, by these Bylaws, by the BIA, or by the
Board. The books of account shall be open to inspection by any Director at all
reasonable times.

B. The Treasurer shall deposit, or cause to be deposited, all money and other valuables
in the name and to the credit of the corporation with such depositories as the Board
may designate; shall disburse the corporation’s funds as the Board may order; shall
render to the President and the Board, when requested, an account of all transactions
as Treasurer and of the financial condition of the corporation; and have such other
powers and perform such other duties as the Board or these Bylaws may require.

C. The Treasurer shall review monthly financial reports prepared by CVB staff.

Section 10: Contracts with Directors. No Director of this corporation nor any other
corporation, firm, association, or other entity in which one or more of this corporation’s
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Directors are Directors or have a material financial interest, shall be interested, directly or
indirectly, in any contract or other transaction with this corporation unless:

A. The material facts as to the transaction and such Director’s interest are fully disclosed
or known to the members and such contract or transaction is approved by the
members in good faith, with any membership owned by any interested Director not
being entitled to vote thereon; or

B. The material facts regarding such Director’s financial interest in such contract or
transaction or regarding such common Directorship, officership, or financial interest
are fully disclosed in good faith and are noted in the minutes or are known to all
Board members before consideration by the Board of such contract or transaction,
and such contract of transaction is authorized in good faith by a majority of the Board
by a vote sufficient for that purpose without counting the vote of the interested
Director.

Section 11: Loans. The corporation shall not loan any money or property to, or guarantee the
obligation of, any Director or officer of the corporation. The corporation may advance money to
a Director or officer for reasonable business expenses, provided that the Director or officer is
entitled to reimbursement.

ARTICLE VIII
COMMITTEES

Section 1: Establishment. The Board, by resolution adopted by a majority of the Directors then

in office, may create one or more committees, each consisting of two or more Directors, to serve

at the pleasure of the Board. Appointments to committees of the Board shall be by majority vote

of the Directors then in office. The Board may appoint one or more Directors as alternate

members of such committee, who may replace any absent member at any meeting. Any such

committee shall have all the authority of the Board, to the extent provided in the Board

resolution, except that no committee may do the following:

Fill vacancies on the Board or any committee of the Board;

Fix compensation of the Directors for serving on the Board or any committee;

Amend or repeal Bylaws or adopt new Bylaws;

Amend or repeal any resolution of the Board that by its express terms is not so

amendable or repealable;

Create any other committees of the Board or appoint the members of committees of

the Board; or

F. Expend corporate funds to support a nominee for Director if more people have been
nominated for Director than can be elected; or

G. With respect to any assets held in charitable trust, approve any contract or transaction
between this corporation and one or more of its Directors or between this corporation
and an entity in which one or more of its Directors have a material financial interest,
subject to the approval provisions of Corporations Code §5233(d)(3).

COow>

m

Section 2: Executive Committee. Pursuant to Article VII of these Bylaws, the Board shall
appoint two or more Directors of the corporation, including the officers, to serve as the executive
committee of the Board. The executive committee, unless limited by a resolution of the Board,
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shall have and may exercise all the authority of the Board in the management of the business and
affairs of the corporation between meetings of the Board; provided, however, that the executive
committee shall not have the authority of the Board in reference to those matters enumerated in
Article VII. All actions of the executive committee shall be reported to and ratified by the Board
at the next duly scheduled Board meeting. The President may call special meetings of the
Executive Committee.

Section 3: Meetings and Actions of Committees. Meetings and actions of committees shall be
governed by, held, and taken under the provisions of these Bylaws concerning meetings and
other Board actions, except that the time for general meetings of committees and calling of
special meetings of committees may be set either by Board resolution, or if none, by resolution
of the committee. Notice of committee meetings will be given in accordance with the provisions
of the Ralph M. Brown Act. Minutes of each meeting shall be kept and shall be filed with the
corporate records, and in accordance with the provisions of the California Public Records Act.
The Board may adopt rules for governance of any committee as long as the rules are consistent
with these Bylaws. If the Board has not adopted rules, the committee may do so.

ARTICLE IX
INDEMNIFICATION AND INSURANCE

Section 1: Indemnification.

A. To the fullest extent permitted by law, this corporation shall indemnify its Directors
and officers, and may indemnify employees and other persons described in the
Corporations Code, including persons formerly occupying such positions, against all
expenses, judgments, fines, settlements and other amounts actually and reasonably
incurred by them in connection with any “proceeding,” as that term is used in the
Corporations Code, and including an action by or in the right of the corporation, by
reason of the fact that the person is or was a person described in the Corporations
Code. “Expenses,” as used in these Bylaws, shall have the same meaning as in the
Corporations Code.

B. On written request to the Board by any person seeking indemnification under the
Corporations Code, the Board shall promptly decide under that code whether the
applicable standard of conduct set forth has been met, and if so the Board shall
authorize indemnification.

C. To the fullest extent permitted by law and except as otherwise determined by the
Board in a specific instance, expenses incurred by a person seeking indemnification
under these Bylaws in defending any proceeding covered by these Bylaws shall be
advanced by the corporation before final disposition of the proceeding, on receipt by
the corporation of an undertaking by or on behalf of that person that the advance will
be repaid unless it is ultimately found that the person is entitled to be indemnified by
the corporation for those expenses.

Section 2: Insurance. This corporation shall have the right, and shall use its best efforts, to
purchase and maintain insurance to the full extent permitted by law on behalf of its officers,
Directors, employees and other agents, to cover any liability asserted against or incurred by any
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officer, Director, employee, or agent in such capacity or arising from the officer’s, Director’s,
employee’s, or agent’s status as such.

ARTICLE X
RECORDS

Section 1: Maintenance. This corporation shall keep all of the following records, either in
written form or in any other form capable of being converted into clearly legible tangible form or
in any combination of the two:

A. Adequate and correct books and records of account;

B. Minutes of the proceedings of its members, Board and committees; and

C. Arrecord of each member’s name, address, and class of membership.

Section 2: Inspection by Directors. Every Director shall have the absolute right, at any
reasonable time, to inspect the corporation’s books, records, and documents of every kind, and to
inspect the physical properties of the corporation. The inspection may be made in person or by
the Director’s agent or attorney. The right of inspection includes the right to copy and make
extracts of books, records, and documents of every kind.

Section 3: Articles and Bylaws. This corporation shall keep, at its principal office, the original
or a copy of the Articles of Incorporation and Bylaws, as amended to the current date, that shall
be open to inspection at all reasonable times during office hours.

Section 4: Annual Reports. The Secretary of the corporation shall prepare and submit, or cause
to be prepared and submitted, the following annual reports. The Secretary shall keep, or cause to
be kept, copies of all annual reports with the corporation’s records. The two annual reports may
be combined into one all-inclusive document.

A. BIA Annual Report. The BIA annual report will be prepared and submitted in
accordance with the provisions of Streets and Highways Code §36533.

B. CVB Annual Report. The CVB annual report shall be prepared within 120 days after
the end of the corporation’s fiscal year. This section shall not apply if the corporation
receives less than $10,000 in gross revenues or receipts during the fiscal year. The
report shall contain the following information in appropriate detail:

1. A balance sheet as of the end of the fiscal year, an income statement, and
statement of cashflows for the fiscal year, accompanied by an independent
accountant’s report, or if none, by the certificate of an authorized officer of
the corporation that they were prepared without audit from the corporation’s
books and records;

2. A statement of the place where the names and addresses of current members
are located; and

3. Any other information required by these Bylaws or the Board.

Section 5: Annual Statement. As part of the annual report to all members, or as a separate
document if no annual report is issued, the corporation shall annually prepare and mail, deliver
or send by electronic transmission to its Directors a statement of any transaction or
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indemnification of the kinds in subparagraph B below within 120 days after the end of the
corporation’s fiscal year.
A. The statement shall include:

1. A brief description of the transaction;

2. The names of interested persons involved and their relationship to the
corporation;

3. The nature of interested persons in the transaction;

4. The amount of the interested persons’ interest, except that in a partnership in
which such person is a partner, only the partnership interest need be stated.

B. Transactions included in the statement shall be those transactions:

1. To which the corporation or its subsidiary was a party;

2. Which involved more than $50,000 or was one of a number of such
transactions with the same person involving, in the aggregate, more than
$50,000; and

3. In which either of the following interested persons had a direct or indirect
material financial interested (a mere common Directorship is not a material
financial interest):

a. Any Director or officer of the corporation;
b. Any holder of more than 10 percent of the voting power of the
corporation.
ARTICLE XI
OPERATIONS AND ADMINISTRATION
Section 1: Fiscal Year. The fiscal year of the corporation shall begin on July 1 and end on June
30 of each year.
Section 2: President. The Board shall employ a President of the corporation. The President
shall:
A. Serve as the executive officer of the corporation;
B. Be charged with the general supervision and management of the corporation’s affairs
and staff;
C. Advise the Board of Directors;
D. Attend all meetings of the Board and executive committee;
E. Serve as an ex-officio member of all committees;
F. Have the authority to counter-sign checks; and
G. Actas the corporation’s agent for service of process.
Section 3: Funds. All funds of the corporation shall be deposited in such banks, trust

companies, or other reliable depositories as the Board from time to time may determine. All
checks, drafts, endorsements, notes and evidence of indebtedness of the corporation shall be
signed by such officers or agents of the corporation and in such manner as the Board may
determine from time to time. Endorsements for deposits to the credit of the corporation shall be
made in such manner as the Board may determine from time to time.
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Section 4: Contracts. The Chairperson, President or any other officer or agent specifically
authorized by the Board may, in the name of and on behalf of the corporation, enter into those
contracts or execute and deliver those instruments that are specifically authorized by the Board.
Without the express and specific authorization of the Board, no officer or agent may enter into
any contract or execution or deliver any instrument in the name of or on behalf of the
corporation.

Section 5: Brown Act Compliance. To the extent that Government Code §54952(c) shall
require the corporation to be subject to the open meeting requirements of the Ralph M. Brown
Act, then the Board will comply with the provisions of Government Code 854950 through and
including §854961. To the extent that any provisions of these Bylaws are inconsistent with the
Ralph M. Brown Act, the provisions of said Act shall prevail. In the event the corporation does
not meet the requirements of Government Code 854952(c), then the Board will not endeavor to
meet the requirements of the Brown Act.

ARTICLE XII
AMENDMENT

Except as otherwise provided herein, and subject to the power of Directors to amend or repeal
the Bylaws, these Bylaws may be altered, amended or repealed and new Bylaws may be adopted
by an affirmative vote of a majority of the Directors present at any regular or special meeting, a
quorum being assembled, provided that written notice of such meeting, setting forth in detail the
proposed revision(s) and explanation(s) therefore, be given not less than 7 days prior to such
meeting.

CERTIFICATE OF SECRETARY

The secretary certifies as follows:
1. I am the duly elected and acting Secretary of Costa Mesa Conference & Visitor
Bureau, a California Nonprofit Mutual Benefit Corporation;
2. That these Bylaws, consisting of 11 pages, inclusive, are the Bylaws of the
corporation as adopted by the Board of Directors on ___June 7, 2012;
3. That these Bylaws have not been amended or modified since that date.

Secretary
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Public Comment on May 7, 2013 Costa Mesa City
Council Agenda Item NB-1

May 6, 2013

Dear City Council members and staff,

When renewal of the hotel surcharge funding the Business Improvement Area (BIA) / Costa
Mesa Conference & Visitor Bureau (CVB) was last on the Council's agenda as item PH-1 at
your June 5, 2012 meeting, | raised certain written concerns about whether the enterprise was
properly functioning under the cited sections of the California Street and Highways Code, and
whether the Bureau was operating as a valid 501{c)6 non-profit corporation. Since | believe
those concerns remain valid and have been largely unaddressed in the intervening year, | am
attaching a copy of those previous remarks with three minor highlighted corrections where the
‘Government Code” was cited where the “Street & Highways Code” was intended.

| continue to see little justification for the existence of the BIA other than the member hotel's
desire to masquerade a marketing charge on their bills as a governmental tax, and possibly to
operate a joint promotional scheme that might otherwise run afoul of anti-trust laws, but setting
aside the question of whether a Bureau expressly created to generate profits for the 10
organizations represented on its Board of Directors can be regarded as a legally operating non-
profit, and whether voluntary membership is consistent with the idea of an improvement “area”
or “district,” the overall enterprise, as previously noted, much more closely resembles something
sef up under the “"Property and Business Improvement District Law of 1994" (Street and
Highways Code §368600 et seq.), in which a city contracts with an "owner's association” to
provide specified revitalization services.

While the "Parking and Business Improvement Area Law of 1989" (Streets and Highways Code
§36500 et seq., on which the proposed resolution is based) may allow contracting out the
administration of the BIA functions, it requires Council appointment of an advisory board or use
of what | understand to be an existing Council-appointed advisory board or commission (§36530,
cited in the resolution). The CVB Board of Directors does not appear to be such a Council-
appointed board, but rather an outside body neither created nor controlled by the Council, but
merely designated by it to serve in the advisory role, a quite different concept, and one that is, at
least to my mind, inconsistent with the 1989 Law. Indeed, the April 2012 CVB Bylaws attached
to the staff report indicate the CVB board members are elected {and vacancies filled) by the
Board {Article V, Section 4), not appointed by the Council. Even the City Council member on
the CVB Board appears to be selected by the Board rather than by the Council. There is
nothing | can find in the Street and Highways Code that would permit such delegation to a
private party of the Council's obligation to make the appointments, nor that would immunize the
Council's appointments from the normal requirements for notice and specified terms of office.
There would also seem to be an inherent conflict with the same body serving as advisor and
administrator.



Comment on May 7, 2013 Costa Mesa City Council Iltem NB-1; page 2 of 3

Beyond that, | would note the following additional irregularities in the proposed resolution and
attachments:

1.

The statement on page 1 (page 51 of the 69 page PDF staff report) that “WHEREAS, the
City Council appointed the general managers of the 10 hotels subject fo the assessment
area, to serve as the advisory board as required by California Streets and Highways
Code Section 36530" is inconsistent with the description of the CVB Board in the CVB
Bylaws, where it says {Article V) the Board would consist of the 10 general managers
plus a City Councilmember and a City employee designated by the City's CEO.

. The statement in "Section 1. Assessment.” that “New hotel and motel businesses

commenced affer the effective date of the ordinance levying the assessment will be
exempt from the levy of assessment” is inconsistent with the note at the end of Exhibit B;
“Note: New hofel and motel businesses commenced after the effective date of this
resolution will be exempt from the levy of assessment.” | suspect the word “resolution”
was intended in both cases. :

| can find nothing to support the claim in “Section 4. Method and Basis of Levy." that
“The proposed method and basis of levying the assessment to allow each business
owner to estimate the amount of the assessment to be levied against his or her bysiness
is set forth in the Costa Mesa Conference & Visifor Bureau’s annual report relative to the
Business Improvement Area.” All |l can find in the annual report is an otherwise
unexplained table of “Expense Projections Fiscal Year 2013/2014” (page 12 of the CVB
Annual Report, page 16 of the present 69 page PDF staff report). Although this is
preceded by a table of projected revenues (remarkably to the nearest dollar, and slightly
inconsistent with the projected expense total), there is nothing | can find about how the
levy will be assessed or collected.

On the other hand, Exhibit B to the proposed resolution of intent says “A three percent
{3%) levy will be assessed against each of the 10 hotels listed in Exhibit A, based or the
net revenue from the sale of overnight room stays,” but without defining what “net
revenue” means. it also does not define how the penalties and interest referred to in the
next paragraph will be computed, nor can | find any disclosure of the 1% to be taken out
of the assessments as a City administrative fee per the first sentence on page 4 of the
staff report. As a point of reference, it might be noted that the assessment on the
member hotels in the somewhat similar seven member Tourism Business Improvement
District, set up under the 1994 Law, in Newpott Beach, | believe the levy is 2% of gross
transient room rental revenue, and the City's administrative fee is 0.25% of the
assessments processed.

A large response to the invitation on page 2 of the staff report (“ City staff will also notify
all the hotels and motels in the city not currently included in the BIA to allow them the
opportunity to be included in the BIA."} may require an amendment to the CVB Bylaws,

for they currently appear to envisage at most 13 general managers on the governing
board.

Regarding the Bylaws (Attachment 4 to the staff report), it is surprising to see only a
single reference to the Street and Highways Code {Article X, Section 4.A), but refreshing
to see an organization that sees itself as a private non-governmental entity making 13
references to the Brown Act (Government Code §54950 et. seq.), although reserving
themselves an “out” in Article XI, Section 5. It is unclear if the organization is aware of
the internet posting requirements that became effective in January, 2012 (§54954.2),
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7.

| would also question the extent to which the independent audit “ensure/s] that the
assessment revenue is expended for public purposes as specified within the resolution
and that no expenditures are made in a manner contrary to the agreement’ (page 2 of
the staff report). My understanding of the auditor's report is that they were tasked with
testing the accuracy of the dollar amounts reported in financial statements prepared by
the CVB, and not so much on opining regarding the appropriateness of the expenditures
or whether adveitising private hotels is a valid “public purpose.” There is also an odd
disconnect between the letter from the auditing firm dated December 11, 2012, referring
to “our report thereon dated November 30, 2012" (page 39 of the 69 page PDF staff
report), and what appears to be the actual auditor's report is dated December 18, 2012
(page 44).

Finally, | would think the public might want to see the terms of the agreement between
City and CVB alluded to in the preceding quotation, and elsewhere in the staff report.

Yours sincerely,

Jim Mosher

2210 Private Road
Newport Beach, CA. 92660
iimmosher@yahoo.com
(949) 548-6229

Attachment; Written comments from June 5, 2012
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