
 

 

CITY COUNCIL AGENDA REPORT 
MEETING DATE:  May 17, 2011  ITEM NUMBER:  ________ 

SUBJECT: BUSINESS IMPROVEMENT AREA (BIA) REAUTHORIZATION  
 
DATE: MAY 9, 2011 
 
FROM:  OFFICE OF THE CEO 
 
PRESENTATION BY: DAN JOYCE, INTERIM PUBLIC AFFAIRS MANAGER 
 
FOR FURTHER INFORMATION CONTACT: DAN JOYCE (714) 754-5667 

danjoyce@ci.costa-mesa.ca.us
 

 

 
RECOMMENDATION: 
 
That the City Council:   
 
1) Approve and file the annual report for the Business Improvement Area (BIA) for 

Fiscal Year 2010-2011(see attachment 1), and  
 
2) Adopt a Resolution of Intention (see attachment 2) including:  reauthorization of the 

BIA Assessment District boundaries; approval of the BIA budget; and the setting of 
a Public Hearing for June 07, 2011. 

 

BACKGROUND: 
 
In 1995, the City Council adopted Ordinance No. 95-9 to establish a Business 
Improvement Area (BIA) for the purpose of assisting the Hotel and Motel Industry in 
their promotion of tourism within the City.  The BIA imposed a one percent (1%) 
assessment on the sale of hotel and motel overnight guest room stays.  This money 
was to be used for the establishment and maintenance of a local tourism and promotion 
council.  The Costa Mesa City Council authorized the City Manager to contract with the 
Costa Mesa Tourism and Promotion Council to develop and administer the BIA.  The 
Council later became the Costa Mesa Conference and Visitor Bureau.  The Bureau’s 
Board of Directors is comprised of the ten (10) general managers of the participating 
hotels, a member of the City Council and the CEO of the City of Costa Mesa or his 
designee.  
 
In January of 2000, the participating hotels requested, and the City Council approved an 
increase in the assessment from one percent (1%) to two percent (2%).   
 
In October 2010, the participating hotels requested Council to increase the assessment 
from two percent (2%) to three percent (3%).   This increase was approved and was 
effective on January 1, 2011. 
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ANALYSIS: 
 
The authority to develop a Business Improvement Area is detailed in the Streets and 
Highways Code, Section 36500.  This State law enables Costa Mesa to impose an 
assessment fee on businesses within an area designated by the City.  All of Costa Mesa 
has been designated as the BIA benefit zone.  Currently the number of properties included 
in the BIA assessment levy is limited to the ten hotels that have expressed an interest in 
participating in the program as detailed in the attached Resolution of Intention (see 
Attachment 2).  
 
As a function of the renewal process, all ten affected property owners will be legally 
noticed of the assessment renewal and provided an opportunity to “protest” the annual 
assessment through the public hearing process.  Staff will also notice 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.  The notice will indicate that hotels/motels wishing to be included may 
attend the Public Hearing on June 7, 2011 to address that issue.  The City Council makes 
the ultimate decision as to the size of, and the properties to be included in the BIA. 
 
Once the annual assessment is approved, the assessment is then collected along with the 
City’s Transient Occupancy Tax (TOT).  The hotels/motels included in the BIA are required 
to itemize the BIA levy as a separate assessment.  The Bureau Board and CVB staff 
manages the day to day activities. 
 
In addition, the Bureau has prepared the attached Annual Report, as required by Section 
36533 of the Streets and Highways Code.  The Annual Report summarizes the Bureau’s 
activities and accomplishments over the past year. (See Attachment 1).  The Annual 
Report also details the projected budget for the coming fiscal year.  The City Council may 
approve the report or modify any particular item(s), and approve as amended. 
 
Lastly, Mayer, Hoffman, McCann P.C. has completed the annual audit of the Bureau for 
the fiscal year ending on June 30, 2010, as required by the Professional Services 
Contract in effect between the City and the Costa Mesa Conference and Visitor Bureau.  
The existing agreement with the Bureau provides for the preparation of an annual audit 
paid for from the BIA assessment. The audit is intended to insure 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.  The audit is included in 
the Annual Report.   The audit highlights a deficiency in three areas. See page 1 and 2 
of the audit letter from Mayer, Hoffman, McCann P.C. referencing sections (1), (2) and 
(3).  
 
Highlights of the 2010 - 2011 Annual Report include: 
Bureau hired a new President, Paulette Lombardi-Fries in August 2010.   She has 16 
years experience in Orange County as a general manager and director of sales and 
marketing of a variety of hotels. 
 
In September 2010, the Bureau relocated their corporate office to Costa Mesa located 
at 575 Anton Boulevard in the Metro Center at South Coast.  
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Estimated marketing expenses the year ending June 30, 2011 will $585,234 up from 
$471,831 from 2010.   The largest expense was for a media campaign.    In 2011-2012, 
the Bureau will change their focus to online marketing, social marketing and email 
marketing campaigns which will be more cost effective.  Estimated marketing expense 
for 11/12 fiscal year is estimated at $671,700.  
 
PKF Consultants is forecasting a 2.5% increase for Costa Mesa in occupied rooms, and 
a 5% increase in average daily rate.  They estimate revenue per available room to 
increase by 7.6% in 2011 to $85.69. 
 
Each of the (10) hotels in the BIA is allocated $150 per room for specific marketing 
expenses.  Last year, the Bureau reduced the fee from $150 down to $50 due to the 
economic down turn.   It is the opinion of the Bureau that the additional reimbursement 
provides a benefit to the City of Costa Mesa by promoting tourism and increasing retail 
sales.  
 

ALTERNATIVES CONSIDERED: 
 
Do not adopt the Resolution of Intention. 
 

FISCAL REVIEW: 

The recently completed audit shows the Bureau’s cash equity to be $333,373 as of 
June 30, 2010.  The CMCVB has estimated that their expenditures for the 2010-2011 
fiscal year will amount to approximately $878,240.56 leaving $406,733 in unexpended 
funds. Examples of CMCVB expenditures include: an advertising campaign; media 
relations, brochures/promotional items; administration; special promotions; and hotel 
niche marketing.  According to the 2010/11 Annual Report, the CMCVB has a total of 
$1,161,974.43 in BIA revenues through April and is estimated to generate additional 
revenue for the months of May and June.     

The City receives one percent (1%) of the BIA assessment as partial reimbursement for 
its collection and administrative costs.  The one percent (1%) allocated to the City for 
reimbursement is estimated at $14,330 for the 2011-2012 fiscal year.  This fee will 
sufficiently cover the costs incurred by the City in assisting the Bureau. 

In addition, the City of Costa Mesa and the Bureau have formed a “Strategic Alliance” 
(Attachment 3) for the upcoming year.   The Bureau will increase their financial support 
to provide funding for activities which are mutually beneficial to both organizations and 
to provide marketing support to assist with branding the City in an effort to increase 
room nights for out-of-town guests seeking hotel accommodations. Funds include: 
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$40,000  Web site redesign 

$40,000  Sponsorship and support for local community events 

$4,000  Market and promotion of the Costa Mesa Tennis Center and the Costa 
Mesa Country Club.  

$50,000   Reimbursement for staff time and expense to attract more special event 
into the city. 

 
City Staff had also requested $20,000 for promotional items and marketing materials, 
$10,000 to fund the Sister City Student Exchange program and $5,000 for training and 
branding a Special Event Volunteer Squad. (Attachment 4)   These items were not 
supported by the Bureau at this time and will need future discussions. 
 

LEGAL REVIEW: 
 
The City Attorney’s Office has prepared the attached Resolution of Intention pursuant to 
the Parking and Business Improvement Area Law of 1989.  No further legal review is 
required at this time. 
 

CONCLUSION: 
 
This is the initial step in the re-authorization of the BIA assessment.  As with other 
assessment districts, State law sets up a specific procedure to be followed in the 
establishment of such an area.  Staff will be making a presentation to the City Council 
on the implementation of the BIA assessment at the Public Hearing on June 07, 2011. 
 

 
 
 
 
 Dan Joyce  Thomas R. Hatch 
Interim Public Affairs Manager Chief Executive Officer 
 

 

 
 
 
 
Director of Finance (fiscal review only) City Attorney (legal review only) 
 

 
 

 
DISTRIBUTION: CMCVB 

Chamber of Commerce 
 
 
ATTACHMENTS: 1 2011-2012 Annual Report
 2 Resolution of Intent 11-xx
 3 Strategic Alliance Report
 4 Strategic Alliance Budget
 

http://www.ci.costa-mesa.ca.us/docs/2011-conference-and-visitor-bureau-annual-report.pdf
http://www.costamesaca.gov/ftp/council/agenda/2011/2011-05-17/Attachment-2_BIA_Resolution_5-17-11.pdf
http://www.costamesaca.gov/ftp/council/agenda/2011/2011-05-17/Attachment-3_Marketing-Plan-CVB.pdf
http://www.costamesaca.gov/ftp/council/agenda/2011/2011-05-17/Attachment-4-EventBudget.pdf
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