
 
REPORT TO BUDGET AND FINANCE COMMITTEE 

 
 
DATE ISSUED: November 22, 2010 REPORT NO: 10-____. 
 
ATTENTION: Budget and Finance Committee 
  
SUBJECT: 
 

Tourism Marketing District FY2010 Preliminary Performance Results 
 

REFERENCE: 
 
 
 

SDMC §61.2501 - §61.2557 
Resolution No. R-303226 
Resolution No. R-303621 
Resolution No. R-304995 
Resolution No. R-305917 
 
 

REQUESTED ACTION:    
 
This is an information item only.  No action by the Committee is being requested. 
 
STAFF RECOMMENDATION:   No staff recommendation.  
 
SUMMARY:    
 
The tourism industry is the third largest revenue generator for the San Diego economy and a key 
employment sector.  Current economic conditions and the anticipated growth in the number of 
hotel rooms in San Diego mean that marketing of San Diego is critical to supporting hotel 
occupancy rates.  Promoting tourism to San Diego also provides spillover benefits in enhancing 
TOT revenues and sales tax received by the City. 
 
Establishment of a Tourism Marketing District 
In 2005 hotel industry representatives were interested in developing a new source of revenue for 
marketing and promotion in order to retain and expand the tourism industry in San Diego.  
Following the model of successful Tourism Business Improvement Districts (TBID's) that utilize 
the efficiencies of private sector operation in the market-based promotion of local and regional 
tourism, industry representatives proposed the creation of a San Diego Tourism Marketing 
District (TMD). 
 
In order to create procedures for establishing such a district the City Council adopted the 
Tourism Marketing District Procedural Ordinance in May 2007.  Proponents of the TMD then 
developed a TMD Management Plan [Plan] as required by the ordinance, and that was 
distributed to all of the hotels proposed to be included in the TMD.  The Plan specified that the 
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TMD boundaries would coincide with the City boundaries, and that hotels with 70 or more 
rooms would be assessed two percent (2%) of eligible gross room revenues to be remitted 
monthly to the City.  This pooling of resources would fund programs and services to specifically 
benefit the assessed lodging businesses through such activities as: marketing of the area; tourism 
promotion activities; and special events and programs. 
 
Pursuant to the TMD Procedural Ordinance, petitions of support for the TMD and the 
Management Plan were submitted to the City.  City staff then conducted a mailed ballot 
procedure and City Council held a noticed public hearing to determine if the affected hotels 
supported the TMD.  In the absence of a majority protest, the resolution establishing the San 
Diego Tourism Market District was approved by the City Council in December 2007.   
 
The TMD became effective on January 1, 2008 and will sunset on December 31, 2012.  The City 
then entered into a five year agreement with the San Diego Tourism Marketing District 
Corporation (SDTMD), formerly named the San Diego Tourism Promotion Corporation, for 
operation of the TMD in accordance with the approved TMD Management Plan effective April 
1, 2008.   
 
Tourism Marketing District Program Funding 
The Plan specifies certain categories of expenditure and includes estimates for a five year budget 
straddling FY2008 through FY2013.  Funding allocations include fixed funding for both the San 
Diego Convention and Visitors Bureau (ConVis) and for San Diego North Convention and 
Visitors Bureau (North ConVis), and then administration costs and other funding for Marketing 
Support Programs/Competitive applications.  An Opportunity/Catastrophe Reserve of 5% is also 
identified. 
 
The Plan guaranteed 12 months worth of funding from TMD assessments for FY2008/09 for 
certain tourism-related organizations previously funded by the City from TOT and provided the 
opportunity for those organizations and others to apply for TMD funding in subsequent years. 
This funding arrangement relieved the City of providing TOT funding of more than $8 million 
annually to ConVis.  The total savings in FY2008 for the 6 months that the TMD was in effect 
were just over $5.2 million ($10.4 million annualized) of which ConVis accounted for $4.4 
million.  
 
In the Plan, it was originally estimated that $31.8 million in assessments would be collected in 
FY2010.  The economic downtown which started in FY2009 resulted in a downward revision to 
the FY2010 TMD estimated assessments.  This revised estimate of $24.89 million (along with 
projected interest and Opportunity/Catastrophe funds and administration savings of $1.03 million 
carried forward from FY2009) was incorporated into the FY2010 Report of Activities.  The 
Report was presented to the City Council and approved in June 2009. 
 
Subsequently, in light of the continuing impact from the recession, the SDTMD Board further 
reduced the FY2010 estimate for the collection of TMD assessments to $22.3 million and 
reduced most allocations by a commensurate amount (generally 10%). This additional reduction 
proved to be appropriate since the unaudited total assessments for FY2010 came in at $22.2 
million.  The amount of carryover from FY2009 was also slightly higher than had been 
projected. 
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FY2010 TMD Management Plan Allocations Based on Estimated Assessment    Table 1 

Fixed (Base) Funding

Organization $ Request
Original              

$ Awarded

Discounted 
Final $ 

Awarded Note
San Diego Convention and Visitors Bureau $12,447,291 $11,159,822 discounted 8/7
San Diego NORTH Convention and Visitors Bureau $2,489,458 $2,231,964 discounted 8/7
Opportunity Catastrophe Reserve $952,849 $529,061
SDTMD Corporation Administration $497,878 $501,592 NO DISC
City Administration $327,608 $327,608 NO DISC

Sub-Total $16,715,084 $14,750,047
Variable Funding

Organization $ Request
Original              

$ Awarded

 
Final $ 

Awarded Note
2009 CA State Games/2010 CA Winter Games $50,000 $50,000 $50,000 event prior 8/7
Accessible San Diego $390,000 $75,000 $67,500 discounted 8/7
Accessible San Diego: REVISED $126,647 $30,000 $27,000 discounted 8/7
CONVIS/SDCCC: Nat. Business Travel Assoc $150,000 $150,000 $150,000 NO DISC
CONVIS: FY 2010 Fall Stimulus $1,000,000 $1,000,000 $1,000,000 NO DISC
CONVIS: LA Market Spring Summer Stimulus $1,500,000 $1,100,000 $1,100,000 NO DISC
CONVIS: National Cable $4,294,216 $3,050,000 $3,050,000 NO DISC
CONVIS: On Line Travel Agencies $2,000,000 $1,555,000 $1,555,000 NO DISC
CONVIS: Restaurant Week $76,941 $50,000 $50,000 NO DISC
Craft Brewers Guild: Beer Week $24,800 $24,800 $22,320 discounted 8/7
MCCSN: Multicultural FAM: REVISED $98,000 $98,000 $88,200 discounted 8/7
San Diego Sports Commission Base $425,000 $425,000 $382,500 discounted 8/7
SD Bay Wine and Food Festival $75,000 $50,000 $45,000 discounted 8/7
SD Bowl Game: Holiday & Poinsettia Bowls $500,000 $500,000 $450,000 discounted 8/7
SD Crew Classic $150,000 $150,000 $135,000 discounted 8/7
SD Film Commission $728,000 $728,000 $655,200 discounted 8/7
SD Nat Hist Museum: Body World $250,000 $150,000 $135,000 discounted 8/7
The Old Globe $24,408 $24,408 $21,967 discounted 8/7
2015 Balboa Park: SDTPC $50,000 $0 $50,000 approved 7/17

Sub-Total $11,913,012 $9,210,208 $9,034,687
TOTAL FY 2010 $25,925,292 $23,784,735

Estimated Assessments $24,894,581 $22,319,644
Estimated Carryover and Interest $1,030,711 $1,465,091
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City Administration 
The Plan specifies limits on operating/administrative expenses but does incorporate provisions 
for reimbursement of City administration costs. Specifically, City staff oversees the collection of 
the assessments and ensures that the expenditure of funds is consistent with the District 
Management Plan.  The City may be reimbursed from TMD assessments on an annual basis in 
an amount up to $300,000 plus an annual escalator of 4.5%.  The FY2010 City administration 
funding was $327,608.  These funds were used to cover the costs of the City's administration of 
the District, as follows: 
 

• City Planning & Community Investment Department - Economic Development Division 
Agreement monitoring and reimbursement of expenditures and coordination of annual 
City Council process. 

• Office of the City Treasurer - Processing and reporting of assessments remitted and 
auditing of reported/remitted assessments. 

• Office of the City Comptroller - Approval of payments and issuance of checks 
• Office of the City Auditor - Auditing of agreement between City and the SDTMD. 
• Office of the City Attorney - Preparation of resolutions and other documents required for 

annual City Council process and review and preparation of documents for administration 
of the District. 

 
Any unused City administration funds are carried forward by SDTMD and may be applied to 
support TMD activities. 
 
Annual Performance Reporting 
The operating agreement [Agreement] between the City and the SDTMD, requires the SDTMD 
to prepare an Annual Performance Report summarizing its goals, accomplishments, return-on-
investment, and expenditures for the preceding fiscal year, for distribution to each assessed 
business. 
 
At the Board Meeting of July 17, 2009, the SDTMD Board discussed and approved possible 
minimum ROI standards for hotel room night development.  These minimums were then 
incorporated into the funding application which was developed by SDTMD staff with assistance 
from City staff and using the City’s Commission for Arts and Culture application as a model.  
This application for FY2010 funding from the “Variable” line item was for annual funding or 
project specific funding “incremental” to that which was already obligated for FY2010. 
 
SDTMD organized and facilitated a workshop with a panel presentation discussion for interested 
organizations to explain the process and to answer questions on completing the application.  
Starting August 28, 2008, the application was distributed to interested parties and made available 
on the SDTMD website.  The deadline for turning in applications was October 24, 2008 and 
applications were reviewed by SDTMD staff as they were delivered and then scheduled for 
review starting with the Board meeting of September 18, 2008 and ending in January 2009.   
 
Each applicant was invited to make a brief presentation.  After reviewing each application, 
asking questions of the applicant, and then engaging in a general discussion, each Board member 
scored the application and a composite score was calculated.  Finally, after all of the FY2010 
application requests were presented, the Board members reviewed the scoring, prioritized the 
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applications, and then recommended funding levels.  All of the deliberations were undertaken in 
open Board meetings, noticed and conducted in accordance with the Brown Act, and each 
funding request review and discussion lasted at least 20 minutes and often much longer.  A total 
of 30 applications and the annual work programs for ConVis and North ConVis for FY2010 
were reviewed over the course of 10 Board meetings. 
 
Once the funds were awarded, agreements were executed which included quarterly reporting 
requirements and the submission of the FY 2010 Return on Investment Annual Performance 
Report by August 31, 2010.  SDTMD staff worked with each funded entity to obtain the required 
information for the period of July 1, 2009 through June 30, 2010.  Table 2 provides a summary 
of the overall funding actually provided in FY2010 and the organizations stated ROI.  Please 
note that these are actual amounts based on approved reimbursement requests submitted as 
compared with the estimates of what would be collected in FY2010 as shown in Table 1. 
 
 

FY2010 TMD Actual Allocations Table 2 

Fixed (Base) Funding

Organization
FY2010 

Reimbursed
Room 
Nights 

Hotel 
Revenue

CONVIS BASE $10,948,437 776,894 $132,318,503 12 :1
SD NORTH CVB $2,200,000 13,592 $2,314,989 1 :1
Accessible San Diego (base & incremental) $94,500 4,988 $823,569 9 :1
CA State Games $41,579 14,080 $1,844,480 44 :1
CONVIS/SDCCC: Nat. Business Travel Assoc. $150,000 12,733 $2,915,857 19 :1
CONVIS: FY 2010 Fall Stimulus $941,360 572,070 $80,261,421 85 :1
CONVIS: LA Market Spring Summer Stimulus $1,028,400 93,373 $14,456,942 14 :1
CONVIS: National Cable $2,886,868 155,772 $21,504,325 7 :1
CONVIS: On Line Travel Agencies $1,183,123 935,583 $109,743,886 93 :1
CONVIS: Restaurant Week $43,787 709 $97,877 2 :1
Craft Brewers Guild: Beer Week $22,320 1,050 $115,500 5 :1
MCCSN: Multicultural FAM rev Direct Bookings $88,200 3,330 $396,270 4 :1
SD Bay Wine and Food Festival $45,000 1,283 $177,118 4 :1
SD Bowl Game Association $450,000 55,494 $5,993,352 13 :1
SD Crew Classic $135,000 5,842 $753,618 6 :1
SD Film Commission (crews only) $655,200 16,624 $1,987,067 3 :1
SD Nat Hist Museum: Body World (Adjusted) $109,496 19,915 $2,875,925 26 :1
SD Sports Commission $382,500 17,292 $2,105,473 6 :1
The Old Globe $21,967 2,984 $347,806 16 :1

Totals $21,427,737 2,703,608 $381,033,977 18 :1

ROI

 
 
More detailed information on all of the programs funded is attached.   
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In order to validate presented results, the SDTMD has contracted with Robert R. Redwitz & Co., 
a full service audit firm whose staff has knowledge and experience in the field of Marketing, to 
conduct third party performance audits to confirm returns and to determine additional 
performance measures.  It is expected that the third party audits will be completed by January 
2011.  This is prior to the FY 2012 funding allocation session and will help inform the Board’s 
discussion about proposed ROI outcomes.   
 
TMD Performance Comparisons 
 
Nationwide, hotel performance continued to be affected by the recession as compared with peak 
travel results from only a few years ago, but according to researchers at Tourism Economics, 
travel demand in the United States is slowly improving for both business and leisure travel.1   In 
particular, overnight leisure travel is improving.  In San Diego, the total number of overnight 
visitors to San Diego grew nearly 4% during the second quarter of FY2010.2

 

  Initial data for the 
third quarter indicate continued improvement across all visitor segments. 

In San Diego during FY2010 the SDTMD hotels had an average occupancy rate of 67.6%, which 
was 2.6% higher than the overall count and an increase of 1.1% over the previous year.3  This 
was based on growth in TMD hotels room nights sold of 1.5% or an additional 210,000 room 
nights.  Also, quite significantly, SDTMD hotel revenue per available room (RevPAR) ended the 
fiscal year at $88.56.4

 

  RevPAR, or revenue per available room, is an important statistic 
indicating the overall financial performance or revenue generating effectiveness of a hotel.  It is 
calculated as the average daily room rate (ADR) multiplied by the occupancy rate. This figure 
means San Diego ranked seventh highest among the top 25 U.S. markets behind only New York, 
Oahu, Miami, San Francisco, Washington, D.C., and Boston. Also, this RevPAR figure exceeded 
those for hotels in Los Angeles, New Orleans, Anaheim, Seattle, Philadelphia, Chicago and 
Phoenix. 

The initial results for various strategic marketing, promotional, and sales programs funded by the 
TMD continued the positive effect in the marketplace.  ConVis continued with the strategy of 
overlaying efforts by running the national cable campaign using the “Happy Happens” tag, 
deployed in tandem with seasonal targeted campaigns in specific locations “spot markets”, and 
OTA campaigns to increase awareness of San Diego to bolster Fall and Spring.  As people then 
booked travel, particularly using on-line travel agencies, San Diego hotels offered competitively-
priced packages which helped drive overnight visitors to San Diego. 
 
An industry standard for analysis of these sales and marketing efforts is to use a third party such 
as TNS or Smith Travel to evaluate consumer mindsets prior to deployment of a campaign and 
then again after the campaign to determine the ad effectiveness or ad awareness.  Further studies 
then evaluate resulting actual room night production.  The studies are also used to help target 
future efforts to maximize the return on investment. 
 

                                                 
1 Tourism Economics research for U.S. Travel Association, Economic Impacts of Travel and Tourism, May 2010 
2 Tourism Economics: Custom Data for SDCVB, September 2010 
3 Smith Travel Research: Custom Data for SDCVB 
4 Smith Travel Research: Custom Data for SDCVB 
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The results of the ConVis Online Travel Agencies (OTA) programs funded by the TMD are 
positive and reflect actual TMD hotel room night production reported by Expedia, Travelocity, 
and Orbitz.5

 

  For FY2010, the OTA programs produced 935,583 TMD room nights.  This was an 
11.36% increase over the prior year. Due to the continued downward pressure on room rates, this 
only yielded a revenue increase of 5.74% for the TMD hotels.  As a comparison, during the same 
period, non-TMD hotels in the rest of San Diego County had a 1.45% decrease in hotel room 
night production and a 4.61% decrease in revenue from their OTA hotel room night sales. 

FY2010 San Diego County TMD and Non-TMD OTA Comparison Table 3 

(Expedia, Travelocity, and Orbitz)
Total San Diego County TMD Hotels Rest of County

FY2010 Room Nights Sold 1,191,510 935,583 255,927
FY2009 Room Nights Sold 1,099,871 840,179 259,692
Room Nights
Year Over Year Change 8.33% 11.36% -1.45%

FY2010 Revenue $139,026,088 $109,741,153 $29,284,935
FY2009 Revenue $134,484,071 $103,785,322 $30,698,749
Revenue
Year Over Year Change 3.38% 5.74% -4.61%
 
 
Next Steps 
Council approved the TMD FY2011 Report of Activities which included funding for new media 
campaigns to generate interest in and overnight travel to San Diego. These new campaigns 
should be even more effective based on lessons learned from current and previous efforts that 
help identify key elements that are most successful.  Additionally, since SDTMD is able to take a 
strategic and timely view of the market and the on-going changes in the economy, marketing 
efforts can be fine-tuned, expanded or terminated as appropriate. 
 
A goal of the TMD program, as administered by the SDTMD, is for greater coordination of 
efforts by the entities seeking and being funded so as to create a consistent message about San 
Diego, cross-promote activities and events, and to strategically fund activities which boost 
demand for hotel room nights during shoulder and off-peak seasons.  Collaboration between 
entities eliminates duplication of expenses and enhances the return on each dollar invested.  
 
As these additional marketing campaigns are deployed, SDTMD will continue to monitor and 
report on the outcomes.   
 
FISCAL CONSIDERATIONS:
 

   Information report only with no new financial impacts. 

 

                                                 
5 TNS: Custom Data for SDCVB 







10 FY10 San Diego Convention and Visitors Bureau Program of Work and Return on Investment
Program of Work Room Nights ADR* Room Revenue

Actual FY10 Expenses 
reimbursed by TMD

ROI

Hotel Meetings 
1 Hotel Meetings Room Nights(TMD Only) 633,262                         181.74$        115,089,036$               2,989,367$                           38.50$                    

Marketing
NBTA 150,000$                              

2 sandiego.org hotel bookings via ARES (Final) 8,673                             118.45$        1,027,317$                  
3  BASE Budget Western Spot Markets (Projected) 175,000                         120.03$        21,005,250$                 5,075,579$                           4.14                         
4 2009 Fall LA Stimulus (Final) 572,070                         140.30$        80,261,421$                 941,360$                               85.26                       
5 Restaurant Week (Final) NA NA 97,809$                         43,787$                                 2.23                         
6 Spring National Cable (Projected) 155,772                         138.05$        21,504,325$                 2,886,868$                           7.45                         
7 Spring LA Stimulus (Projected) 93,373                           154.83$        14,456,942$                 1,028,400$                           14.06                       

Total County Room Nights 1,004,888                      138,353,063                
8 FY09 Percent City TOT of County 78.2% 78.2%

TMD Allocated Room Nights 785,822                         108,192,095$              
TMD Measurement 

9 OTA Campaign -TMD Only  July-June (Final) 935,583                         117.30$        109,743,886$               1,183,123$                           92.76
Total Marketing Room Nights and Revenue 1,721,405                  217,935,981$               11,159,117$                         19.53$                    

Operations / Admin Expense 3,033,491$                          

Total ConVis Revenue Generated Versus Spend ROI 2,354,667                   333,025,017$              17,181,975$                        19.38$                   

Total Incremental 1,577,773                  127.21$      200,706,514$            6,233,538$                       32.20                    
Base only 776,894                     170.32$      132,318,503$            10,948,437$                         12.09                    
Total ConVis Funding 2,354,667                  141.43$      333,025,017$            17,181,975$                         19.38                    

The Average Daily Rates used are by Program

1

2 Final reporting. The average of the actuals rates associated with the room nights sold thorugh ARES on sandiego.org was used.
3 Projected ROI based on FY10 STR San diego County ADR of $120.03. 
4 Final reporting. The ADR was the reported ADR for the TNS ROI Study.

5

6 Projected ROI based on application. 
7 Projected ROI based on application. 

8

9 Final reporting.  Room nights, ADR and revenue reported by the 3 OTAs within the TMD.
10 All estimates pending FY10 audits

Final reporting. Hotel meetings does not have an ADR for every room night booked. Thus, the Group Segment average daily rate for FY10 according to STR Segmentation 
Reports was used.

Final Reporting. The lodging spend from the LA market was used as room revenue as was reported by American Express Business Insights. There is not a room night or 
average daily rate breakdown.

FY09 percent of City TOT as a proportion of County TOT. FY10 is not yet available. Where we do not know exact TMD room nights versus rest of County, we applied the 
proportion of TOT revenue to the Room Revenue generated by ConVis program of work.
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