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TO: Office of the City Administrator
ATTN:  Dan Lindheim

FROM: Samee Roberts, Marketin.g Manager
DATE:  October 28, 2008

RE: Resolution of Intention to Form the Qakland Tourism Business
Improvement District (OTBID) Proposed by the Oakland Convention &
Visitors Bureau, and Grant Preliminary Approval of the Management
District Plan, and Schedule a Public Meeting for January 6, 2009, and a
Public Hearing for January 20, 2009, and Authorize the City
Administrator to Negotiate and Enter into a Professional Services
Agreement with the Oakland Convention & Visitors Bureau to Operate
the OTBID,

SUMMARY

Tourtsm Business Improvement Districts (TBID) have proven to be a successful mechanism to
support economic development activities related to tourism in cities throughout California. The
Oakland Tourism Business Improvement District (OTBID) is an opportunity for the Qakland
Convention and Visitors Bureau (OCVB) to obtain additional revenues by assessing the lodging
industry in the City of Oakland in order to promote the lodging industry and attract additional
visitors. Creating the OTBID requires the City to adopt a Resolution of Intention (ROI) which
will initiate its formation. If the City adopts the ROI, the City Council will hold a Public
Meeting scheduled for January 6, 2009, and a Public Hearing scheduled for January 20, 2009.

Unlike property- or business-based Business Improvement Districts (BIDs) that have been
enacted by the City of Oakland, the OTBID and its assessment will be based on the number of
guest rooms rented each night. These assessment rates are based upon $2.00 per occupied room
per night for each lodging business with 75 or more rooms and $1.50 per occupied room per
night for each business with 20 — 74 rooms. Collection of these assessments will begin June 1,
2009. The assessed rate will be adjusted each year at the beginning of the calendar year on
January 1 in accordance with the Consumer Price Index (CPI) for the San Francisco Bay Area.

The total annual assessment collected for the first year will be approximately $1,557,577.
FISCAL IMPACT
The assessments will be collected by the City and transferred to the QCVB. However, any

expenses incurred by the City from the collection process will be reimbursed through a deduction
of Oakland TBID assessments.
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Unlike property-based BID assessments that are collected by the County and revenues through
the City, the OTBID assessments will be collected by the City of Oakland’s Finance and
Management Agency.

Collection of OTBID revenue is a self-assessment process, meaning each participant must file a
declaration with the City’s Finance and Management Agency indicating the number of room
nights subject to an assessment of $2.00 or $1.50 per night depending on the lodging business
size. The assessed rate will be adjusted each year at the beginning of the calendar year on
January 1 in accordance with the Consumer Price Index (CPI) for the San Francisco Bay Area.
Participants will be sent instructions and assessment notices to be used prior to filing their
quarterly declarations. Participants that have Group Business contracts signed and dated prior to
June 1, 2009, will be allowed to exclude these occupied rooms from their assessment calculation,
and participants will be reminded of this with their first quarterly mailing from the City.
Assessments will be due on or before the last day of the month following the close of each
calendar quarter. Payments made beyond the due date will be considered delinquent.

The initial filing for the one month period of June 2009 will be treated as a one month quarter;
therefore, assessments for this one month quarter will be due by July 31, 2009. A special one
month assessment declaration will be submitted to participants to use for this one-time partial
quarter. Delinquent payments for the special one quarter remittance will not be subject to
penalty and interest charges provided they are paid by October 31, 2009. However, delinquent
payments for any quarter after June I, 2009, will be subject to penalty and interest calculations.

Because OTBID participants are filing quarterly and have one month beyond the quarter to remit
their assessment, delinquent payments will be subject to a 25 percent penalty if not paid prior to
the last day of the month following the close of each calendar quarter. For example, a payment
received on October 31, 2009, for the July-to-September 2009 quarter would not be subject to
the 25 percent penalty. However, if this same payment were made on November 1, 2009, the
assessment would be subject to the penalty. In addition, OTBID participants that fail to remit
any assessment imposed by this Resolution shall pay interest at the rate of one percent per month
or fraction thereof of the amount of the assessment, inclusive of penalties, from the date on
which the remittance first became delinquent until paid.

The City’s Finance and Management Agency will send delinquent participants a delinquency
notice to remind them of their unpaid status and advise them of their increased assessment due to
penalty and interest accruals. Participants who fail to pay their delinquent notice within 15
calendar days of the notice will be identified as being non-compliant. All non-complying
participants will be timely reported to the OCVB for internal handling including, but not limited -
to, collections.

The City’s Finance and Management Agency will collect a 2 percent fee to help defray the costs
of administering the program. In addition, there will be a $5,000 formation fee and 0.2 percent
deducted from the first year and 0.1% deducted for each subsequent year to help defray the cost
of legal services. '
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The City of Oakland currently has a $650,000 annual contract with the OCVB which will expire
June 30, 2009. If the OTBID is formed, renewal of this funding should be reviewed as part of the
FY 2009-11 budget development process.

BACKGROUND

The OCVB is a City funded program to promote Oakland as a travel and meeting destination
with the primary goal of attracting overnight visitors, which contributes to a healthy tourism
economy. Unfortunately, since its inception, the OCVB budget has been subject to the
fluctuations in the economy. For example, between 2000 and 2006 the OCVB budget was
reduced by 37 percent. This reduction was in response to a decline in the economy and the
City’s general fund, and 1t was not a reflection of OCVB services.

In 2007, the OCVB and the City renegotiated their contract where economic benchmarks and
expectations were increased. Obtaining these benchmarks has created a difficult challenge in
light of the current economic conditions. Furthermore, the current fiscal year budget for
destination marketing provided by the City of Qakland is $650,000. After inflation, this
represents a decline in real dollars of 59 percent over the last eight years. Without an additional
funding source, it will be difficult to effectively market Oakland at this reduced level.
Consequently, there is a need to establish a secure funding source that is controlled by the
industry for the industry.

When faced with similar issues, cities and counties throughout California have implemented
TBIDs to protect their investment, to market their destination and lodging facilities, and to be
more competitive in the marketplace. Oakland competes with other cities for group and
convention business. At this time, all of Oakland’s major competitors in Northern California
‘have implemented a TBID or are in the process. Examples of some of the cities with TBID’s
include: Sacramento, San Jose, Santa Clara, San Mateo and the Tri Valley. San Francisco
recently announced their intention to form a TBID as well, to enhance their CVB’s marketing
effort.

There are two statutes in California that allow for the creation of a TBID. The Parking and
Business Improvement Area Law of 1989 (The 1989 Act, California Streets and Highways code
section 36500 et seq) allows for assessments on businesses to fund additional and special
services. The 1989 Act only assesses businesses for a one-year term, so the district must renew
each year requiring it survive a majority protest vote. The Property and Business Improvement
District Law of 1994 (the 1994 Act, California Streets and Highways code section 36600 et seq)
allows for a TBID to be established for up to five years and renewed up to an additional ten
years. Because this is a longer term, the California legislature created an additional threshold to
formation. Unlike the 1989 Act, the 1994 Act requires businesses paying more than 50 percent
of the assessments to sign petitions in support of the TBID, prior to City Council adopting the
Resolution of Intention.

In 2005 the first conversations began about the benefits of the creation of a TBID in Oakland. In
July 2007, talks resumed about the creation of a TBID for Oakland, and the OCVB began
conducting one-on-one meetings with the general managers of Oakland lodging facilities to
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discuss a TBID. In each case, the purpose was two-fold: to allow the OCVB to share its ideas
and information about the possibility of bringing a TBID to Oakland, and to provide each
lodging business a chance to ask questions, give feedback, and provide input regarding benefits it
would like to see specific to its lodging business. Overall, the opinions expressed at these
meetings indicated the support level of the lodging businesses for the TBID as very high. In fact,
95 percent of those at the meetings indicated they were “Supportive” or “Leaning toward
Supportive.”

Given these encouraging numbers, the OCVB conducted a series of General Managers Meetings
over a six-month timeframe, inviting all lodging businesses within the city limits to meet and
discuss the formation of the OTBID. The 1994 Act was chosen by the hotels that will
participate in the OTBID, so they would create a district that would be in existence for at least
five years and a Management District Plan (MDP) was drafted.

On March 6, 2008, all lodging facilities were invited to participate in discussions about the
formation of the OTBID and review a draft MDP. At this meeting 66 percent of Oakland’s
lodging owners/managers participated and expressed their unanimous support for the plan. The
OCVB was instructed to make revisions on the draft MDP for their review and approval. The
MDP is included as Attachment A.

Since the MDP was approved by the lodging industry, the OCVB met with City staff, including
the City Attorney’s office, the City Administrator and other staff to discuss the formation
process. Additionally, on April 1, 2008, the OCVB began the required petition drive by sending
a petition package to all hotels within the assessment district. The package included a petition,
an MDP, a Summary, and a map. The map is Attachment B. As of September 18, 2008, the
OCVB has gathered 103 percent of the required signed petitions (i.e., businesses representing 51
percent of the proposed assessments have signed the petition). This satisfies the requirements of
the 1994 Act. A spreadsheet showing signed petitions is Attachment C. A sample petition
packet is included as Attachment D.

The formation of the OTBID would augment the annual appropriation base level approved by the
City Council for FY2008-09.

KEY ISSUES, IMPACTS AND SPECIAL BENEFITS

The augmented marketing efforts supported by the OTBID should result in additional overnight
business for Oakland hotels thereby increasing the City of Oakland’s Transient Occupancy Tax
(TOT) revenue. The impact of the TBID on TOT should be positive. In general TBID monies
go toward marketing and advertising of hotels in a specific area which will help increase the
amount of stays and room revenue. This will help to increase the overall amount of TOT
collected. The TBID will have no impact on the percentage of TOT charged, only the amount
collected.

The formation of the OTBID will have a positive impact because it will create a stable source of
revenue for the OCVB which will be used solely for the promotion of the Oakland lodging
industry. There are no anticipated adverse impacts associated with the formation and operation
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of the TBID as outlined in the MDP. This plan will enhance the OCVB’s current marketing
efforts to promote Oakland as a travel and meeting destination and create a true public/private
partnership.

The primary goal will be to generate overnight business. Currently, Oakland is losing its
competitive edge with other California cities and destinations. While the OCVB is working to
meet the demand and requirements of the City, it is challenged to achieve its requirements due to
an inconsistent budget, heightened expectations and market conditions. Major competitors of
Oakland have created TBIDs. These TBIDs provide stable funding mechanisms to pursue
emerging markets, develop stronger public relations campaigns, ensure a balanced market
segment, enhance the current sales and marketing program, and implement new technologies.

This is the best time to form the district because the lodging industry is fully supportive of the
program, economic¢ conditions have changed, and it will help contribute to a healthy tourism
economy for Oakland. Oakland hotels have expressed their concern about current economic
conditions, Oakland’s image and the impact this is having on their business. The hotels have’
asked the OCVB to step up 1ts sales, marketing and public relations efforts in order to assist them
in attracting more overnight visitors. In-turn, they have offered to assess themselves to provide
the necessary funding to increase the OCVB marketing effort. There is a concern that Oakland
will lose market share to other cities if the current tourism marketing efforts are not enhanced.

The Oakland Marriott City Center is very supportive of both the OTBID and the Downtown
Community Benefit District recently formed. The TBID will provide tourism marketing and the
DCBD will enhance the security, maintenance and beautification of the district. These two
BID’s complement each other without duplication, Marriott management has signed the OTBID
petitton that is required by the 1994 Act.

A special benefit is defined as a particular and distinct benefit over and above general benefits
conferred on the public at large. Conversely, a general benefit is a benefit to businesses in the
surrounding community or a benefit to the public in general resulting from the improvement,
activity, or service to be provided by the assessment levied. Many general benefits to the public
at large are conveyed by municipal services such as fire protection, police services, and public
transit services. These services are targeted to serve the public at large and do not confer special
benefits on particular businesses.

The services in OTBID’s Management District Plan are designed to provide targeted services to
lodging businesses. These services are tailored not to serve the general public, but rather to serve
the specific lodging businesses within the District, e.g., the proposed tourism promotion program
1s specifically targeted to increase tourism within the boundaries of the District and is narrowly
tatlored to benefit the lodging businesses assessed.

The services paid for from assessment revenue are lodging business services creating special
benefit to those businesses. In addition, these services are not for the benefit of the general
public and do not provide general benefit as defined above. All general benefits (if any) to the
surrounding community and general public are intangible and unquantifiable. It is appropriate
that these special business-related benefits be funded through business assessments.
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The OCVB will develop an annual program of work and sales and marketing plan to coincide
with the projected budget and needs and requests of the assessed businesses. The plan will be
updated annually to reflect changes in travel trends, market conditions and economics. A special
sales and marketing committee will be created consisting of representatives exclusively from the
assessed businesses to help develop the plan and make recommendations to the OQCVB Board of
Directors. Fifty percent (50%) of the OCVB Board of Directors will consist of hotel owners or
managers who are assessed within the OTBID to approve the final budget and plan.

Benefits provided to all the assessed business include:
~»  Group and convention leads — the larger hotels paying the highest assessment will benefit
the most from this representation as they have the space, services and product that
convention planners are seeking. The smaller hotels will benefit from the compression.
It’s a win-win for everyone.
¢ Bid proposals and group support — the larger hotels will benefit the most from this
support
¢ Media and public relations - all assessed businesses will benefit
» Familiarization tours, site visits, sales blitzes and sales call services will be provided to
all assessed businesses
e Image development — the larger hotels have expressed an interest in improving Oakland’s
image and have the most to lose if we don’t
Website representation — free link, listing and marketing support
Electronic Marketing — free service offered to all assessed businesses
Trade Show representation
Destination Oakland — free listing
Publications
Tour Group Development — benefit small to mid-size properties with more affordable
rates

2 @ & & & o

PROGRAM DESCRIPTION

The OTBID will extensively promote and market the lodging industry of Oakland to attract
overnight visitors. In achieving this goal, a Management District Plan (MDP) was created. This
MDP (Attachment A) is a comprehensive document, which describes the formation process of
the TBID and the services that will be provided. In part, the MDP was developed through
information gathered through numerous lodging business outreach meetings. These ideas were
added to better serve its constituents.

The MDP proposes to generate revenues by assessing the lodging businesses located within City
boundaries. These assessment rates are based upon $2.00 per occupied room per night for each
lodging business with 75 or more rooms and $1.50 per occupied room per night for each
business with 20 — 74 rooms. Collection of these assessments will begin June 1, 2009. The
assessed rate will be adjusted each year at the beginning of the calendar year on January 1% in
accordance with the Consumer Price Index (CPI) for the San Francisco Bay Area.
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The total annual assessment collected for the first and second year will be approximately
$1,557,577 each year. The annual assessment is expected to generate approximately $1.7 to $2
million thereafter after exemptions. The initial OTBID has a five-year term limit. The Plan
provides exclusions to the assessment for Airline Crew Rooms, Government Rooms, Vacation
Rentals, Complimentary or non-revenue rooms and Group Contracts signed prior to June |,
2009. Group contracts signed after June 1, 2009, will be assessed, thereby increasing the amount
of the assessment in years 3 — 5. The budggét is an estimate that multiplies the assessment rate
and the expected room occupancy for each hotel. For example, if a hotel has 500 rooms and its
occupancy rate 1s 80 percent then it rents 146,000 rooms per year. That hotel will pay two
dollars for each room rented with an estimated annual assessment of $292,000.

ADMINISTRATION

The OCVB will serve as the non-profit management corporation contracted to handle the OTBID
operations. The OCVB Board of Directors will serve as the owner’s association that will provide
the improvements or activities described in the plan, and will submit the annual report. At least
50 percent of the voting members of the OCVB Board of Directors will consist of hotel owners
or managers who are assessed within the OTBID as outlined in the MDP. The OCVB shall enter
into an agreement with the City of Oakland to administer the district on behalf of the hotels. The
OTBID governing body will be subject to the Ralph M. Brown Act of 1953 and all meetings will
be held in accordance with its provisions.

BUDGET

The majority of the OTBID funds (72 percent) will be used for sales, marketing and public
relations as outlined in the budget below and in the MDP. The OTBID funds will augment the
OCVB’s current budget and marketing plan.
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Oakland Tourism BID
Annual Budget, Year One

Services Descriptions
Provided
SALES and MARKETING RO .
Sales and Marketing programs and acllvmes will be demgned lo aﬂracl ]
Lt ) ' ovemlght groups. Thesc activities may mcludc : o
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‘ v i Collateral o
. * *  Marketing Programs;t .
Wl e A e 3 ?.z . Local Property Visits g Ihe
Poigsa Lo 8. Director. of;Salcs: Meetmgs L
o ¢ General Manaber Meetings
- .’ Professiondl induslry Confercnces / Afh]latlon Evems .
b 1 T r_g, I ;;‘ Fcchnology ;;” : > i i
; ’ "; . ;«"; e ;‘_ A _‘z . ‘0 Stdfﬁng Costs " : ",;.« j“
oy - ‘ i ; # .. .
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;1’ ’ i ‘4“" * 5‘ ; .= g .
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T Oak!and Visitor Guide
e Spcakmg Engagements o -
. VlSltOI‘ Informauon/Scrwung, .
Stafﬁng Costs ,~ i

ADMINISTRATIVE/OPERATIG)NS
b R Ofﬁce Admlnlstr ]
: ‘_3 Stafﬁng@osls .
Clty of Oakland formation fee — 1 year only

:Bid Collectlon Fee to City ongakland‘ ‘“'2 2%; ; ‘% L oy E i»& $34 267

:Reimburse OCVB for OTBID lmp]ementatlon costs L C | - $35, 000
Contmgency / OTBID Renewal. (2%) ST e S L .f;~$,7,_;4,0QO
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o ' renewal Coss. . . T
Total Tourism District Budget $1,557,577
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BUDGET ALLOCATIONS BY PERCENT

e Sales & Marketing 46%
e Communications and Public Relations 26%
e Administration/Operations - 19%
e City Assessment Collection Fee 2%
e TBID Formation Reimbursement 2%
e Contingency and TBID Renewal . 5%

DISTRICT IMPROVEMENT AND MARKETING PLAN

Based on the input from the Oakland hotel owners and managers, the OCVB has developed the
following plan of suggested programs and projects to be funded by the OTBID general line
items. The majority of the funds will be allocated to Sales and Marketing (46 percent),
Communications and Public Relations (26 percent) with the remaining funds allocated to
operations, services and fees. The funds will complement the OCVB’s current marketing
program and provide the necessary resources to implement new sales and marketing strategies.
Each year the strategies and tactics may change due to changes in travel patterns, new
technologies and trends, however the funding allocations to each category will remain consistent
as outlined in the budget. This serves as an overview of the suggested plan and programs to be
implemented.

All of the improvements and activities detailed below, are provided only to hotels as being
defined within the boundaries of the District and provide special benefit to the business owners
and managers of those properties within the district. No improvements or activities are provided
to properties or businesses outside the District boundaries. All benefits derived from the
assessment outlined in the MDP fund services directly benefiting the hotels.

The categories listed below reflect the priorities of the business owners for the OTBID. The
categories of the special benefit services provide enough clarity to business owners to understand
the intent of the budget category, however it provides the OCVB the flexibility it needs to
allocate services based upon the changing needs of the district from year-to-year within each
budgeted category. '

The total improvement and marketing plan budget for fiscal year 2009/10, which is funded
entirely by business assessments, is projected at $1,557,577.
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Sales & Marketing $709,310 46%

The proposed programs and marketing strategies listed below will compliment the OCVB’s
current sales, marketing and public relations efforts and in many cases provide funding for new
promotions, enhanced programs and to replace some marketing and PR efforts that are no longer
covered by OCVB’s baseline funding. Examples of the special benefit services include, but are
not limited to:

o Advertising — Expanded - Print, Electronic - Leisure, Tour and Convention.

Trade Shows — new: (e.g. National Tour Association, Pow Wow, World Travel Mart,

Washington, D.C. and Chicago Executive Associations)

Tour Business Development — new market segment

Corporate Travel Development - enhanced

State Association Meeting Development — enhanced

National Association Meetings Market — new permanent position

Leisure — new — Conduct marketing that will enhance weekend, holiday and summer

travel. Enhance Internet presence to generate more interest in Oakland as a leisure

travel destination

o [nternational Marketing — Foreign Independent Travel — new market segment for
Oakland ,

o California Travel & Tourism Commission - cooperative marketing partnership — trade
development, tour & travel, internet marketing and advertising — new and enhanced

e Website — updates, improvements, upgrades, enhancements, special promotions, new
technologies. Website updates are continuous and require consistent upgrades, changes,
and improvement to remain valid and effective

o [nternet — enhanced exposure, improved technology, expand outreach - new

e Image Development - expanded — further develop destination image with a focus on
hotels, meeting and convention facilities

e Trade Associations —New Associations, meeting planner, tour operator and lead
generation

e [nternational leisure travel — new market segmment. With a soft dollar, inbound
international travel is an opportunity for Oakland in the next five years

e Bid proposals — enhance group and convention bids when competing with other cities,
develop sponsorships, provide host services

e (lient appreciation —new - sales blitzes, coordinated client days, tours, events and

promotions
o Staff ' .
Communications & Public Relations $400,000 26%

Public Relations Campaign - new
Technology — expanded and enhanced
Website — continue to enhance

Brand Development - enhance
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