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October 2009 Consultation Forum
On
Destination Marketing Organization Network Funding & Structure

Report Out to Tourism Industry Participants

Purpose

At the October 28, 2009, Industry Forum, the Ministry of Tourism, Culture and the Arts
(MTCA) was seeking the tourism sector’s input and feedback regarding: Destination
Marketing Organization (DMO) network funding and structural challenges/opportunities;
building mutual awareness of associated timing and process issues; and, testing some
preliminary ideas from MTCA/Tourism BC (TBC). Forum agenda is appended.

Background

MTCA/TBC, in collaboration with a tourism sector event planning group, invited over 30
senior representatives from the following organizations to a Industry Consultation Forum
in Vancouver: the BC DMO Association, the Regional Destination Marketing
Organization (DMOs), City and community DMOs, Resort Municipality DMOs, the BC
Hotel Association (BCHA), the BC Lodging and Campground Association (BCLCA) and
the BC Council of Tourism Associations (COTA). In addition, there were five participants
from MTCA/TBC representing the provincial DMO. (Full participant list is appended.)

It was agreed by the joint planning group that in order for the consultative session to be
effective, it would be desirable to gather approximately 40 senior leaders from
organizations that are representative of the segments of BC’s tourism industry most
engaged with the multi-faceted DMO network in this province. This included all levels of
DMO from all regions, the accommodation sector (via BCHA and BCLCA) and the
broader tourism business community (via COTA).

The ministry is very grateful to everyone who made it a priority to attend the DMO
Forum on very short notice. It clearly attests to the importance of the issues and
opportunities before us.

The forum was independently facilitated, with volunteer facilitators/recorders assisting
breakout group discussions. Key questions that were explored included:

* How do we ensure that the TBC/RDMO/DMO system obtains the requisite
funding to market BC effectively in a very competitive global environment?

* Do we have the optimal DMO structure in BC?
* How do we ensure marketing plan alignment between the various DMO levels?
* How do we ensure accountability of DMOs to their members and to taxpayers?
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Two fundamental changes have occurred recently that has changed the structure and
funding arrangements in the tourism sector:

1) The decision to repeal the Tourism BC Act and move Tourism BC (TBC)
inside MTCA, and

2) The pending introduction of the 12% Harmonized Sales Tax (HST) and the
end of the Hotel Room Tax (HRT) and the possible end of the 2%
Additional Hotel Room Tax (AHRT).

At the DMO Forum, MTCA/TBC clarified that the session was not intended to:
* Debate the relative merits of government’s decision to move TBC into the MTCA,;
+ Debate the HST decision, its implications nor any opportunities for mitigation; or

* Address the issue of capital funding for tourism infrastructure in resort
municipalities which have historically been linked to a set percentage of the Hotel
Room Tax (HRT) under the Resort Municipalities Initiative.

In terms of timing realities, the HST will come into effect July 2010 and a commitment
has been made to extend the AHRT until July 2011. Ideally, new legislation would be in
place by Spring 2010 to allow for a smooth transition. Lead time for legislation and
budget planning and approvals suggests that the DMO structural and funding model
needs to be developed within the next 6-8 weeks.

In referring to the ‘DMO network’, it was stressed that the focus was on all three levels
of DMOs: provincial (1), regional (6) and city/community (41), with the later consisting of
large city, resort municipalities and other communities.

Participants were informed that, although consensus would be welcomed, the forum
was not intended or expected to develop a consensus or recommendations.

Participants were also informed that, based on the constructive input and ideas
generated at the forum, MTCA/TBC will more fully develop options and models along
with the associated business cases which the ministry will seek further input on from the
tourism sector as the planning and transition process continues.

This report is aimed to meet the MTCA/TBC commitment to report back to all

participants in order to confirm that government has captured the key points raised
during forum discussions.

Summary of Discussions

The following notes are offered as a summary of discussions; these notes supplement
the handout material provided by a number of the presenters and the notes taken by the
facilitators. They are intended as a highlight summary of the daylong forum and are not
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offered as a verbatim transcript of the session. For the benefit of all participants, the flip
chart notes from both plenary and breakout discussions are appended.

Define a “ DMO” and the criteria that makes

Going forward, stakeholders need to share a common understanding of the term DMO
(and its variations), and its’ use in the context of BC’s tourism industry and the network
and funding model that is being evolved. The definition is one of the cornerstones that
need clarification; it has significant structural and financial implications in the new
environment.

1 Destination Marketing Organization or Destination Management Organization —
The difference needs to be recognized, as does the breadth of the definition of
marketing as it applies to roles, activities and responsibilities of the organization.
A marketing focused organization is perceived to have a narrower, more
promotional orientation; a management organization suggests a broader focus
with more planning, development, nurturing, stakeholder-support and
‘investment” responsibilities.

1 Currently, various RDMQO’s and DMO'’s see their roles differently depending on
the needs of their stakeholders/members and the state of market ready product
and potential tourism development needs in their area.

1 A definition of a DMO that uses size alone as a key measuring tool may be too
narrow. The definition of a DMO needs to be broadened to include both
gualitative and quantitative aspects. What are the thresholds and criteria
including geographic and financial that can be used to define a DMO? Can the
“destination” build a business case for funding and resources? What are the
expectations of “its” performance and measures of success?

1 Consumers help define what a DMO is, and its size and shape based on their
perceptions of common characteristics or a set of shared or complementary
attributes that define a “destination”. And that destination’s ability to provide or
create a reason for them to visit or stay in a place or within an area. Can the
DMO effectively differentiate itself from others?

1 The crucial role that a DMO (and its many iterations) plays, and must continue to
play, was discussed. It ensures the marketing communication message
maintains a strong sense of place while defining the specific, actual, on-the-
ground experience available to the visitor.

Comments on Structural Issues

1 It should be noted that although the forum participants discussed structural and
financial issues as separate but linked topics, many participants viewed the
issues as interdependent. Funding requirements are strongly influenced by the
needs created by the structure and the roles and responsibilities that are
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established and vice versa. A practical, integrated/complimentary operational
model recognizes the crucial connection between these two elements. The result
may require compromises in either or both aspects.

1 The expectation of a structural evolution and more formal integration within the
planning, operational and accountability aspects within all three levels of DMOs
(i.e., provincial, regional and city/community) raises issues related to governance
and the reporting and accountability relationships that have traditionally existed.
There are practical challenges balancing the needs and the priorities of the
various partners, the expectations those partners have given the funding they
bring to the table, fiduciary responsibilities, local administration and reporting
relationships given RDMO and DMO staff, local Boards of Directors, members,
municipal governments, etc. Many participants recognized these potential
challenges but at this formative stage there are no easy answers, just questions.
As one participant said “the devil will be in the details” and the core of the issue
will be control of the available funds.

1 There were some strong views that all DMQO’s should be treated the same, and
any process of integration must recognize that planning and operationally DMOs
have to also focus on their own different priorities, activities and member
requirements, as well as how they fit into the bigger picture.

1 The DMO network in BC has grown and matured considerably over the last 22
years since the introduction of the HRT. Also noted that there is a fair degree of
variability between DMOs as to the degree of emphasis on product development
and/or sales and marketing. The operational mix of DMOs is a function of the
unique blend of tourism products/experiences in their area as well as available
funding and organizational capacity.

1 DMO status should require mandatory oversight, accountability and renewal
though opinions on the formalization, timing and structure of that process were
subject to interpretation by participants. Those perspectives were influenced by
their own status, as was the question/need for an accreditation process raised by
a number of participants.

1 Who owns the brand (or a brand)? What is the brand? With regard to branding,
how is that to be integrated vertically between the various levels of stakeholders
(Ministry/TBC; RDMO, large city DMOs, community DMOs, etc.)? How do we
ensure that integration leads to synergy and consistency and avoids confusing or
fragmenting the message delivered to the potential visitor? The principle of
integration and complementary plans/effort was accepted by many of the
participants. The practical questions come later and are based on issues related
to funding, determining messages and priorities, and local accountability when
more details and examples are available. Also pointed out that approvals should
be tied to how “customer driven” the plan is, rather than just being “aligned”. The
review of a DMO plan should be gauge both by how customer relevant it is as
well as how well it complements the regional or provincial plan.

1 There were strong opinions from several participants that there is a need to
clarify the role of municipalities in the process and within the integration. What
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are the criteria and expectations of the various stakeholders? Local governments
are participating and will continue to be significantly involved, likely with a
combination of funds and resources. That participation will come with
expectations of results being measured not only with traditional tourism attributes
like visitor traffic and tax revenue but also with broader considerations (e.g.,
measures of economic development). The explicit and tangible demonstration of
local commitment and support could be an element that is factored into the
assessment and definition of DMO status.

1 Many industry participants anticipate an opportunity to contribute significant input
into Ministry/TBC plans and priorities. The potential network structure and the
concept of integration were viewed as a two-way street with input and
accountability anticipated from all levels.

1 Many participants were open to change and the move away from the status quo
approach.

Note: as part of the evolving DMO network structure, integration (many participants
viewed this term as a more appropriate word than “alignment”) of plans, effort and
resources is a goal all supported but its application is open to interpretation. More clarity
and some practical examples will be helpful. Some suggested that the concept and the
integration process could be more easily driven by the word “complementary”.

Comments on Funding Issues

1 Many participants supported a funding model that is “performance based”. It was
however evident that performance based needs to be defined in terms beyond
straight ROI (e.g., not just a simple matter of matching marketing dollars spent
against total tourism revenues gained). A number of other important elements
including jobs, visitor traffic, product development, business growth, on line visits
and page views, consumer awareness and perceptions, member participation are
key factors that could help measure the success of a marketing investment.

1 Many participants reiterated that in developing guidelines for the funding model,
“one size does not fit all’. The variations between DMO’s and their unique needs
and challenges should be reflected in the design or application of the model.

1 Participants used a number of words and attributes to describe the elements to
be incorporated into an effective, efficient and successful funding model. In
addition, the comments/descriptors are, in most cases, equally applicable to
guidelines that could be used to evolve the structure of the DMO network:

1 Customer-driven and member supported,
1 Member efficient/saleable,

1 Predictable/performance-based ..... recognizing the differences between
DMOQO’s

i Transparent,
1 Stable,
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1 Realistic and appropriate funding in line with expectations and objectives,

1 Results oriented — guidelines need to ensure that spending focuses on
outward member success, rather than administration and internal needs.

1 Assigned budgets or funding model provisions available to cover all current
network levels e.g. Ministry/TBC (the BC DMO); RDMO; and community
DMOs (in their variations),

1 Responsive to the fact that no two RDMOs and DMOs are the same; they
must ultimately plan and respond to the unique needs of their own local
members and stakeholders,

1 Leverageablility — the funding formula should encourage financial
contributions by other participants, stakeholders and benefactors, but
recognize that the concept of leverage does not work equally well at all
levels,

1 Encourage local tie-ins and active participation by and at the local
government level,

1 Consider core funding for base requirements (e.g., percentage to support
marketing requirements from general revenue or perhaps within the
government’s existing “special accounts” designation); plus a provision that
allows Industry, Regions, Sectors, Communities to raise supplementary
funds to replace HRT/AHRT funds with “no strings attached” dollars outside
government funding. Note: some participants already support a Destination
Marketing Fee (DMF) as a tourism tax incremental to the HST,

9 Accountable,
1 Reflect local/area product and visitor experiences,
1 Prioritize funding against export ready product,

1 Funding guidelines could reflect two separate streams e.g. funding for
administration, and funding for marketing/promotion dollars,

1 Accommodate the need for flexibility and innovation to recognize the nature
of the market, target group changes and competition/competitive
environment,

1 Incentive based (e.g., measurable success should help generate additional
financial support),

1 Encourage financial responsibility, efficiencies and economies of scale,

1 Encourage collaboration and partnering and avoid duplication and overlap,

1 Expand the definition of success and include a broader set of measurement
criteria e.g. economic development,

1 The selected funding option should be some form or combination of “carrot
and stick” but withholding funds as a practical tool to ensure governance
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issues and plan “approval” was strongly rejected as a concept by many
participants.

1 There were strong opinions from some of the participants during the group
discussion who preferred available funding to flow directly to the operating entity
(e.g., DMO) and not through local government. Several participants also
acknowledged local governments as playing an important role in the overall local
planning and prioritizing process and that role should be considered in the DMO
process and network structure. Some participants clarified that their concerns
were based on experiences with local government using marketing funds for
other purposes such as infrastructure development.

1 Most participants acknowledged that the percentage of HST funding model
though an option, is likely not easy to do because it involves two levels of
government legislation (federal and provincial) with associated timing and
approval issues.

1 Participants also highlighted that the funding model needs to address the issues
related to “money raised in a region/area needs to be spent on behalf of or in that
region”. The question is.... how to manage and administer this aspect as the
integrated model is applied to emerging markets, consumer driven development
requirements and product development opportunities/potential on behalf of a
Provincial mandate to promote the BC tourism experience in domestic and
international markets?

Next steps in the Planning and Transition Process

Based on the constructive input and ideas generated at the forum, MTCA/TBC will
develop options with business cases, and then the ministry will seek further input from
each of the groups represented at the forum. MTCA/TBC intends to schedule a follow-
up session sometime within November 2009.
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Attachments:

1. Forum Agenda

2. Forum Participant List

3. MTCA/TBC Presentation slides
4. Status Quo Diagram

5. Facilitators’ Flip Chart Notes
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Attachment 1: Forum Agenda

MTCA/TBC Consultation Forum on

DMO Funding Options & Network Structure Models

October 28, 2009

10:00 a.m. to 4:00 p.m. PST
Hyatt Regency (Plaza C on 2" floor)
655 Burrard St, Vancouver

Timing Agenda Item Who Comments
10:00 a.m. Welcome, Introductions and Agenda B“a.”. Follett
Facilitator
Part 1: The Macro Picture
10:20 Setting the Stage
1 The challenge & opportunity before us all
o Government’s top issues
0 Risk of not seizing the opportunity
i MTCA s o_bjectlves _ Jim Yardley
1 Aim for this Forum session MTCA
9 Desired outcomes for the day
1 Government’s parallel & linked approach
0 Options for DMO Funding
0 Models for DMO Network Structure
I Timing Realities
10:45 Plenary Discussion: Table facilitators will
Question: Building on the 20 plus years of review characteristics
experience BC has with a DMO system, and and criteria and make list
with an eye to the future: N of which pertain to a)
What Id the ch teristi fth Facilitator funding options; and, b)
1 What wou ec aracoerls ics of the DMO models. Will be

ideal DMO network be~ used in Parts 2 and 3

1 What criteria should we evaluate potential
models or options against?

Part 2: Funding for DMOs

11:30 Potential Options for DMO Funding

1 Key charaqenstlc_s gwdmg development John Willow

I Some realities being considered MTCA

9 Proposed funding options and rationale

. . 4 ’) H

11:45 Ple.nary. Any questlons. Any other funding Facilitator
options to consider?

11:55 Open Discussion at Tables List of applicable criteria
Question: How do these funding options Table generated above will be
match up against characteristics or criteria facilitators divided up among the five
identified earlier? (35 min) tables
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Timing Agenda ltem Who Comments
12:30 Working Lunch
12:50 p.m. Plenary Discussion on Funding Options 5 min per table max;
1 Report out from each table Facilitator report out done by table
{1 Any option(s) bubble to the top? participant, not facilitator
Part 3: Models for DMO Network Structure
1:15 Potential Models Models include status
| Key characteristics being looked for quo DMO system
o . Don Foxgord
1 Some realities to consider MTCA/TBC
1 The current DMO network structure
1 Potential enhanced models and rationale
1:35 Plenary: Questions remodels as outlined? Facilitator
1:45 Open Discussion at Tables List of applicable criteria
Question: Looking at the proposed models generated above will be
and the criteria identified earlier in the day, Table provided to tables
what are the pros and/or cons for each facilitators 35 min for tabl
model? (30 min) diséﬁ?sigg able
Question: Any other flags or considerations
regarding these models?
2:15 Plenary Report Out 5 min per table max
9 Tables report on their assessment of the Facilitator
3 models presented
2:40 Open Discussion at Tables
Question: As a table, pick one of following to
work on...
a) What refinements/enhancements
' Table
would you make to the table’s .
facilitators
preferred model of the ones
?
oR presented by MTCA/TBC? (35 min)
b) Is there another, different model that
potentially meets more of the desired
criteria? Describe it.
3:15 Plenary Report Out and Discussion 5 min per table max
i Tables report on their discussions and Facilitator
views as to preferred model(s)
1 Are we seeing any common threads?
3:40 Next Steps in Consultation Process MTCA
Suggest each invited
group (8 in total) has
3:45 Thoughts on the day... Facilitator spokesperson give short
comment on the day
(~1-2 min)
. . Jim Yardley
4:00 Closing comment MTCA
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Attachment 2: Forum Participants List

List of Participants
(Listed by Invited Group)

MTCA/TBC Consultation Forum on
DMO Funding Options & Network Structure Models

October 28, 2009
Vancouver, BC

Government
Name Title/Position Organization
Jim Yardley ADM, Strategic Initiatives Min. of Tourism Culture and the Arts (MTCA)
John Willow Exec Dir, Strategic Tourism MTCA
Don Foxgord VP, Tourism BC MTCA/TBC
Raymond Chan VP, Tourism BC MTCA/TBC
Ray Leblond Director, Tourism BC MTCA/TBC

Regional DMOs

Name

Title/Position

Organization

Dave Petryk CEO Tourism Vancouver Island

Mike Cafferky Board Chair Vancouver Coast and Mountains Tourism
Chris Dadson CEO Tourism Kootenay Rockies

Anthony Everett CEO Northern British Columbia Tourism

Glenn Mandziuk CEO Thompson Okanogan Region

Large City DMOs

Name

Title/Position

Organization

Ted Lee CFO Tourism Vancouver
Geoffrey Howes Past Chair Tourism Vancouver Board
Rob Gialloreto CEO Tourism Victoria

Randy Wright Board Chair Tourism Victoria

Tracy Lakeman CEO Tourism Richmond

Nancy Cameron CEO Tourism Kelowna

Lee Morris CEO Tourism Kamloops

Community 2% DMOs

Name

Title/Position

Organization

Dan Stefanson

Executive Director

Tourism Abbotsford

Deborah Kulchiski

Executive Director

Tourism Langley

Kathleen

Executive Director

Vancouver's North Shore Tourism

Campbell
Katherine Scouten | VP, Economic Development Initiatives Prince George
Gladys Atrill Director of Tourism Tourism Smithers
Cathy James Executive Director Tourism Surrey
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Resort Municipality DMOs

Name

Title/Position

Organization

Barrett Fisher

CEO

Tourism Whistler

Stephanie Key

Executive Director

Tourism Harrison Hot Springs

Miro Micovsky

Executive Director

Tourism Golden

BCHA
Name Title/Position Organization
Earl Wilde President, BCHA GM Victoria Regent Hotel, Victoria
lan Powell Director BCHA & COTA GM Laurel Point Inn, Victoria

Francis Parkinson
*

Director BCHA & TVan ,

GM Fairmont Waterfront Centre, Vancouver

James Chase

CEO

BCHA

Bruce Van Mook

General Manager

Blackcomb Lodge, Whistler

BCLCA
Name Title/Position Organization
Chris Bower President, BCLCA Board Nk’'Mip Campground and RV Park, Osoyoos
Stan Duckworth Vice President, BCLCA Board Fort Camping, Langley
Joss Penny Executive Director BC Lodging & Campground Assoc.
COTA
Name Title/Position Organization
Jim Storie Chair, COTA Owner Vancouver Trolley Co, Vancouver
Lana Denoni Director, COTA Principle of Denoni Sales & Marketing, Victoria
Sue Kaffka Capilano Suspension Bridge, Vancouver
Stephen Regan CEO COTA
John Harper Co-Owner ABC Country Restaurant
Keith Henry * CEO Aboriginal Tourism BC
Facilitators
Name Title/Position Organization
Brian Follett Lead Facilitator Consultant
Peter LaRose Table facilitator/recorder COTA

Colleen McCormick

Table facilitator/recorder

MTCA / Tourism Development

Peter Harrison

Table facilitator/recorder

MTCA / Tourism BC

Vera Vukelich

Table facilitator/recorder

MTCA / Tourism Development

Richard Lewis

Table facilitator/recorder

MTCA / Tourism BC

* Note: two of the 38 invited participants were unable to attend.
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Attachment 3: MTCA/TBC Presentation Slides

BRITISH
COLUMBIA

PART 1: THE MACRO PICTURE

Setting the Stage

Jim Yardley, Assistant Deputy Minister
Ministry of Tourism, Culture and the Arts October 28, 2009

TWO FUNDAMENTAL CHANGES s

COLUMBIA

1. Decision to repeal the Tourism BC Act and
move Tourism BC (TBC) inside government
has fundamentally changed the structure and
funding arrangements in the tourism sector.

2. Introduction of the 12% HST means the end of
the Hotel Room Tax (HRT) and the possible
end of the Additional Hotel Room Tax (AHRT).

CHANGE LEADS TO _
OPPORTUNITY COtniiis

FUNDING CHANGE

* How to ensure that the TBC/RDMO/DMO system obtains
the requisite funding to market BC effectively in a very
competitive global environment?

STRUCTURAL CHANGE

» Do we have the optimal DMO structure in BC?

* How to ensure alignment between the marketing plans of
the various DMO levels (i.e. Provincial, regional & local)?

» How to ensure accountability of DMOs to their members
and to the taxpayers of BC?
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WHAT THIS SESSION
DOES NOT COVER? ity

« This session is not intended to be a forum to:

o debate the relative merits of government’s decision to
move TBC into the ministry!

o debate the HST decision, its implications nor any
opportunities for mitigation! (Other forums will
discuss the HST issue.)

0 address the issue of capital funding for tourism
infrastructure in resort municipalities which have
historically been linked to a set % of the HRT.

LEAD AGENCY ROLES e

COLUMBIA

* MFIN is the lead on the HST consultations and
funding arrangements for the DMO system.

* MCRD is the lead on local government issues
and capital funding for tourism infrastructure for
resort municipalities.

* MTCA is the lead on tourism marketing
structural issues.

MTCAH6S OBJECTI VES
AND DESIRED OUTCOMES Bl

* We want to get a strong sense of the DMO
sector’s views regarding funding & structural
issues

* We want to test some of the ideas which MTCA
has been considering with respect to DMO
funding and structure.

 Although consensus on these issues would be
welcome, it is not the objective here.

* We want to be able to report back your views to
the minister.
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FUNDING OPTIONS OVERVIEW %%

MBIA

Funding for TBC and the RDMOs

» Annual voted appropriations.

» Annual voted appropriations using a Special Account.

» Fixed percentage of provincial share of HST generated
by the tourism sector.

Funding for the City/Community/Local DMOs

+ Continuation of the AHRT.

» Fixed percentage of HST locally generated by the
tourism sector.

* New voluntary Destination Marketing Fee.
+ Others???

DMO STRUCTURAL MODELS e

COLUMBIA

SOME CHARACTERISTICS TO BE
CONSIDERED:

 Periodic review (e.g. 5 year) requirement.

* Role of local government.

* Minimum size requirement for local DMOs.

* Role of RDMOs regarding local DMO plans.

* Role of TBC regarding DMO and RDMO plans.

* Roles of various sectors (e.g. hoteliers) in DMO
governance.

TIMING REALITIES nas

COLUMBIA

* AHRT extended until July, 2011.

* ldeally, we would have new legislation in place
in Spring of 2010 to allow for orderly transition.

+ Lead time for legislation and budget planning
suggests that we need to settle on the models in
the next 6-8 weeks.

November 12, 2009

DMO Forum (Oct 28, 2009) Summary Notes

Page 17 of 31



BRITISH
COLUMBIA

PART 2:
FUNDING OPTIONS FOR DMOs

John Willow, Executive Director, Strategic Tourism
Ministry of Tourism, Culture and the Arts October 28, 2009

Key Guiding Characteristics

For BC to stay ahead of the competition, our DMOs

(provincial, regional and local) must have an

assured/predictable level of funding, which ideally:
V Is based on industry performance (the broader the better)

V Enables multi-year partnerships and agreements for
marketing planning & operations

V Supports government’s taxation principles (e.g., fairness,
equitable, transparency, etc.)

V Is low cost for MFIN and businesses to administer
V Ensures accountability for use of tax dollars

V Is traveller/tourist friendly
1

Need a Baseline for Funding ~ »%®

“OLUMBIA

* Using FY 2008/09 actual HRT/AHRT payments to all 48
DMOs (adjusted for partial payments), approximately
$85.5 million was distributed:

U $51 million to TBC for its operations from the HRT
U $6 million to the 6 RDMOs from the HRT (via TBC)

U $22 million to 28 non-resort city and local community
DMOs from the AHRT

U $6.5 million to DMOs in 13 Resort Municipalities from
the AHRT

* 2008/09 was also a more typical year for BC’s tourism
industry than 2009/10 has been

12
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7

Some Realitiesé¢g e

COLUMBIA

* New 12% HST in July 2010 and removal of the HRT
(and possibly the AHRT), creates a unique opportunity to
modernize DMO funding system

» Two finance agencies, BC’s and Canada'’s, are involved
in final decisions on HST tax regime

* No options are “off the table”, but some are more
probable than others

» The tax dollars generated by the 20,000 tourism
business in BC is a function of the sector’s ability to
generate sales revenues — which is driven by effective
and aligned/coordinated marketing.

13

Standard Annual Government
Budget Process Not Ideal OB

* Process is not linked to actual industry performance.

« Potential for significant budget fluctuations due to
changes in govt priorities

» Year-to-year uncertainty may negatively impact DMO
fiscal/operational planning ability;

» Limits DMO'’s ability to enter into multi-year contracts or
commit to multi-year promotional campaign partnerships

» DMOs may focus more on lobbying govt for funding
rather than improving industry performance to increase
their funding.

» Potential for interpretation as an industry subsidy

14

Funding Options for
MTCA/TBC and the RDMOs B

Looking beyond the standard annual voted
appropriations process... two potential options:

A. Annual voted appropriations using a ‘Special
Account’ with performance based formula.

B. Fixed percentage of provincial share of the
HST generated by the tourism sector

15
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Option A: Annual Budget Vote &
Formula Driven 06Spesi i

BRITISH

Uses an accepted government budget tool
Not linked to any tax policy or legislation
Established via financial legislation (pro/con)
Funding formula linked to sector performance

Relatively predictable funding will facilitate long
term planning and multi-year commitments by
TBC and RDMOs

No extra cost for MFIN to administer
No incremental tax impact on consumers

16

Option B: Fixed % of HST Formula ™

LUMBIA

Funding tied to a fixed % of BC’s portion of HST revenue
generated by the entire tourism industry — linked to
sector performance

No incremental tax impact on consumers — flat 12%

Requires cooperation and data sharing (at an aggregate
level) between provincial and federal agencies.

Needs Provincial and Federal legislation

Not consistent with approach Ontario or Nova Scotia are
taking for DMO funding under HST

Added cost to government of ~ $28.5 million if used to
fund local DMOs (currently funded by voluntary AHRT)

17

Option C: Incremental Voluntary
Tax for Funding Local DMOs B

BRITISH

New Voluntary Destination Marketing Fee (VDMF) legislation used to
establish and fund DMOs in a community or cluster of communities

No federal approval needed
VDMF formula could be a range (e.g., from 1% to 4%)
Predictable, performance based funding for DMOs

Any tourism sector could opt for a VDMF with support of majority of
its members (reconfirmed every 5 years)

Opportunity to set threshold size for VDMF communities to
encourage admin and operational efficiencies and effectiveness

May create inequality within tourism sector

Easy fit with current DMO admin, budgeting & planning processes
Existing precedent for voluntary tax

Tourists pay more tax in VDMF communities (HST is applied on top)

18
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Or Could Combine Gpt

* Not every option is a good fit for every DMO

+ Best fit for TBC and RDMO funding may be
— Option A (Special Account & Appropriation), or
— Option B (% of HST)
» Best for community DMOs (and maybe RDMOs)
— Option B (% of HST), or
— Option C (VDMF)

“Hybrid” option may be way to go

19

BRITISH
COLUMBIA

PART 3:

MODELS FOR
DMO NETWORK STRUCTURE

Don Foxgord, Vice-President , Partnership Marketing

Ministry of Tourism, Culture and the Arts October 28, 2009
DMO Network Structure o

COLUMBIA

STRUCTURAL CHANGE

*Do we have the optimal DMO structure in BC?

*How to ensure alignment between the marketing plans
of the various DMO levels (i.e. Provincial, regional &

local)?

*How to ensure accountability of DMOs to their
members and to the taxpayers of BC?

21
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* Realities:

promotion

— There needs to be accountability

— There needs to be on-going planning

— Need to operate in a coordinated fashion

— Program should not be administration heavy
— Should contribute to overall integrated tourism

DMO Network Structure

22

DMO Network Structure

SOME CHARACTERISTICS TO BE CONSIDERED:
 Periodic review (e.g. 5 year) requirement.

* Role of local government.
* Minimum size requirement for local DMOs.

* Role of RDMOs regarding local DMO plans.

* Role of TBC regarding DMO and RDMO plans.
* Roles of various sectors (e.g. hoteliers) in DMO

governance.
23
Comparison of DMO Structure Models
MODELS STATUS QUO MODERATE CHANGE SIGNIFICANT CHANGE
MODEL MODEL MODEL

Five year renewal requirement
for AHRT or its equivalent (iLe.
proposed DMF)

Mandatory for all community
DMOs except for WVancouwver,
Whisther, Richmond, Kamloops,
Helowna, Victoria and Prince
Rupert.

Mandatory for all DMOs

Mandatory for all DMOs

Role of Local Government

Application for AHRT or
equivalent (including 5 year
renewals) is made to MFIN by
local government and funds
flow through local government
to DMO

Application for AHRT or
equivalent {including 5 year
renewals) is made to MTCA by
Iocal government and funds
flow through local government
o DMO

Application for AHRT or
equivalent (including 5 year
renewals) is made to MTCA by
DMO and funds flow directly to
DMO

Minimum size requirement for
DMOs

Mo mimimum size requirement
for a DMO or for the revenue
stream generated by the AHRT
{or its equivalent)

Minimum size requirement in
place for new DMOs.(i.e

e AHRT revenue must
excesad $100.000)
Existing DMOs with AHRT
revenue under 100,000 will be
required to transmit marketing
funds to their RDMO for
development of a regional

marketing strategy

Role of ROMOs in ensuring
alignment of plamns

Limited coordination role except
wihere local DMOs voluntariby
ack RDMO to market on their
behalf

6 largest city DMOs would
continue to work with TBC
(Vancouwer, Whistler, Victoria,
Richmond, Kelowna and
Kamiloops.)

All other existing DMOs must
meet minimum size
requirement.

Enhanced role of RDMOs in
areas where DMOs hawve
revenues undear $100.000

RDMO's would play a major
role in aligning plans for all
areas. of the province, excluding
the B largest city DMOs

Role of TBC in ensuring
alignment of marketing plans

Coondinates actively with
RDMOCs to ensure that regional
plans align with TBC plans.
Limited ability to ensure
alignment of DMO plans except
by use of voluntary partnership
agreements and conditional
grants

Coordinates actively with
RDMOs to ensure that regional
plans align with TBC plans
New mechanism introduced
which expressly requires that
DMO plans must align with
TBC plans as a condition of
receiving approval for AHRT or
equivalent funding

Coordinates actively with
RDOMOs to ensure that
regional'DMO plans align with
TBC plans.

MNew mechanism introduced
which expressly requires that
the B largest city DMO plans
must align with TBC plans as a
condition of receiving approval
for AHRT or eguivalent funding.
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Attachment 4: Status Quo Diagram

Status Quo: Current Model {(pre-HST) for Flow of Funding and
Level of Coordination for Tourism Marketing and Resort Infrastructure Investment
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Attachment 5: Facilitators &lip Chart Notes from October 28, 2009

Plenary Discussion Notes

Main Session Flip Chart Notes (Brian Follett facilitating)

Define a “DMQO”

1 Destination Marketing Organization or Destination Management Organization needs to be
defined and the scope or definition of marketing as it applies to roles, activities and
responsibilities also needs to be clarified so that all can be working from the same
understanding. Size alone is too narrow a perspective. The definition of a DMO needs to be
broadened.

0 Qualitative
0 Quantitative

1 Maintaining a “Sense of place” is a key contribution of the DMO and community perspectives

Consumer will define/characterize what a DMO is based on common characteristics or a set of
shared or complementary attributes that create a reason to visit or stay in a place or an area.

Funding options:

1 In considering funding options and suggesting they are/should be “performance based” we
need to define performance in terms beyond ROI; e.g. jobs, economic development growth,
traffic, etc.

Recognize the need for funding options to be “Consumer-friendly”

As above, funding options must acknowledge the needs and challenges of various
organizations’ grass root membership. The selected option will need to be Member-friendly and
supported if it is to be practical and administratively possible

1 Ease of application (no surprises)

Principles/quidelines:

Objective (and the challenge): double tourism industry revenues by 2015.

Business case: needs to demonstrate that meeting the objective requires resources/dollars for
marketing

How to raise/collect funding ...... some attributes that should help shape the selected option:

Customer-centric

)l

1 Member efficient/saleable

91 Predictable/performance-based
il

Assigned budgets to cover:
0 Ministry/TBC — the BC DMO
o RDMO
o Can’tignore or underestimate the needs of the various “types” of DMO’s and
communities that are at the grassroots of product development, delivery and the visitor
experience

1 Leveragability: funding formula should encourage financial contributions by other participants




1 Stable
Local tie-ins and active participation at local government level

Consider Core funding for base requirements e.g. % to support marketing (general revenue)
PLUS
Industry/sector/region $ (as HRT/AHRT replacement) outside of general revenues

1 Accountable / reflective of growth success e.g. success should help generate more financial
support

1 The selected funding option should be some form or combination of “carrot and stick” but
withholding funds as a threat or practical tool to ensure governance issues and plan “approval”
was aggressively rejected as a concept.

DMO Structure
Governance issues:

1 Control of funding dollars — this is a practical issue and of concern to all participants and “the
devil is in the details”

1 Balance between CEO (who reports to Board) and the Board and other levels in the structure;
there were those who questioned the ongoing role of the Board of an RDMO or DMO going
forward as the structure and governance issues are clarified. Fiduciary responsibility, local
accountability and administration management were issues raised within the context of the
governance discussions

1 RDMO balance: Board, CEO, tourism, Ministry, members', stakeholders, suppliers etc. The
potential challenges raised by the evolving structure create a host of practical administration
issues and questions in the minds of the broad spectrum of industry participants. ?7?

Status Quo Option:

Cons:
0 Inconsistent
o $ don't flow directly
o Doesn’t encourage cooperation among adjacent communities and smaller
communities.
0 Synergies/cross-promotion is not being realized (or required)
Pros:

0 Not size limited,;
Local government can cover administration costs.
o More flexible.

o

Significant Change Option:
Pros:
o0 Alignment (integration) and synergies!
Cons:
0 Not as flexible

Moderate Change Option: mandatory renewal for all and also need accreditation process as part of it.

Control of $ and flow of $ direct to DMO:

1 Funds to DMOs direct (not through municipalities) Close cooperation and active participation
with Municipalities and local government is important and to be encouraged BUT funding
should not flow though those levels of government. , And, DMO must have access to and/or
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opportunities to create other sources or “non-strings” attached other $

1 Vertical integration not alignment. Integration is a more cooperative word and implies more
bottom up participation than “alignment”

1 $ Size of DMO is not the only measure, must be ROI or performance based and other
characteristics and measurement considerations should be included (see notes above).

1 All DMOs should be treated the same but recognize that planning and operationally they will
need to focus on different priorities/activities.

1 More collaborative work and opportunities for communication at and between all DMO levels.
DMO $ must be spent on marketing:

o0 Need to define marketing (how broad is the definition? Some RDMO’s are heavily involved in

product development and member support beyond just promotion)!! Flag

How does alignment/integration work? How do we facilitate a combination;

o dialogue?

0 carrot?

o stick?
Withholding $ is not an option to ensure alignment.

$ from RDMO or Ministry direct to DMO (deals with and will minimize concerns over municipal
groups/levels having any control of $)

Not top-down: input into Ministry from Industry

Define the brand (who has a brand)

1 TBC
1 Region
1 DMO

The issues related to “money raised in a region/area needs to be spent on behalf of or in the region”;

$ from community/region spent to support a community/region. How to manage and administer this as
we look at emerging markets and consumer driven development requirements on behalf of a Provincial
mandate?

Define the role of municipalities in the process: what are the criteria and expectations of the various
stakeholders? The fact is that they are participating and will continue to be significantly involved.

Structure and Funding options must Represent both the consumer (traveler) and owner/operator
Accountable

Transparent

Consumer-focused/customer-driven/member supported

Financial responsibility will require attention to Efficiency (cost) and economies of scale
Avoid duplication/overlap

Consistency of message (build synergy)

Results oriented

Measurable

Appropriate funding .... Objectives must be realistic given funding available. Participants found
it awkward and difficult to discuss funding issues without some additional understanding of
structure and vice versa. There is recognition that the two issues are not mutually exclusive.
1 Recognize/reflect local product/experienced and consumer buying

=8 =8 =8 -8 -8 -8 _4_9_9

Export ready product
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Funding/spending considerations and guidelines could reflect two separate streams Admin funding $,
and marketing/promotion $

Accommodate the need for Flexibility/innovation to recognize the nature of the market, consumers and
competition/competitive environment

Economic development aspects of an investment in tourism should be a factor in measuring success

Regional specific priorities. Regions are not the same and their products and the level of market ready
product require different spending priorities and different roles and types of involvement by the RDMO

Recognize the consumer and owner/operator in the process
Destination management organization vs. Destination marketing organization
A tangible and measurable Commitment from the local level and their level of support and participation

should be factored into the process as funding and structural issues and regional and DMO options are
being evolved.

Notes from Break-Out Session Facilitators:

Table 1 (PL facilitating)

Community DMF as “significant change model”
1 Some agreement / consensus already in place for community DMF.

1 Shift in funding allocation to “eligible” entity (DMO) not local government.

Question: How to best meet / address interests of local governments and involve?

1 Under DMF, how to do renewals? Who votes? What are they approving? We have examples
already (precedents): Oceanside, Sun Peaks, Vancouver

Answer: Involve them as contributor/participant to DMO? Role with others in sign-off on marketing plan

Some industry opposition to heavily top-down models.

1 Need to have oversight/accountability reporting (e.g. for 5-year renewals) flowing to agencies
with knowledge/experience in tourism marketing/management.

1 Require some phased evolution for alignment; going straight to approval/renewal could be
hazardous.

1 Reporting and performance metrics critical, but full approvals and excessive/intensive
“‘meddling” could be counter-productive.

1 More alignment would require culture shift at the top (e.g. TBC/MTCA etc.?) to
understand/respect positions/interests of local/regional plans and initiatives.

DMOs requesting $ from local governments annually is not effective/appropriate model.

Potential for ensuring alignment by making any funding commitments contingent on agreement
by all three marketing levels

0 On specific initiatives?

0 Orannual plans?
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1 “Leverage” as performance measure doesn’t work same at all three levels.
Oversight/approval should be proportional to % or amount of $ contribution to DMO.

Need to balance necessity of an “escape hatch/sunset clause” (e.g. 5 years) with long-term
commitments. Ensure review/renewal doesn'’t result in full-scale demise of DMO.

Flexibility (and scaling) for performance measures required for different DMOs.
What are implications of DMF if change in government?

What about “brand” uniqueness; (e.g. what if TVan and TBC brands are both effective but not
particularly complementary?)

1 DMF framework enables adherence to DMAI principles/guidance around structural integration
at different levels; e.g. from local to provincial to federal.

9 With respect to small DMOs critical to ensure that any $ collected be focused on that
community/area.

Table 2 (RL facilitating)
91 Locally collected dollars (VDMF) needs to flow through RDMOs to DMOs.
1 Municipal government input okay, but municipal government should not control $.

1 Tier 1 and 2 DMOs to receive funding through MTCA (RL: not through RDMO; i.e. treat Tier 1
and 2 as RDMOs.)

Clarification required on “transmitting marketing funds.”
Need a process to ensure that all marketing plans contribute to similar goals.
Issue with 5-year renewals; understand need for review and implementation of best practices.

Establish criteria to create DMOs.

=A =4 =4 =4 =4

Industry input into MTCA plans.

Table 3 (PH facilitating)

Status Quo
Cons
1 Inconsistent — not everyone has mandatory reviews
1 Not all funds always flow to DMO for tourism
1 Langford example
1 Missed alignment opportunities
1 No incentive to align
Pros
1 Not size limiting
1 Flexible

1 Local government sometimes absorbs some DMO costs (concerned that will not be case with
significant change model)

November 12, 2009 DMO Forum (Oct 28, 2009) Summary Notes Page 28 of 31



Table 4 (CM facilitating)

New DMO system must have:

Industry led point of view

Board roles should not change

Utilize the role of COTA to — watch over, represent industry interests, lobby/advocate.
Must have a renewal process

There are benefits to the renewal process

It helps create a level playing field
Mandatory renewal for all

Accreditation process

This allows you to expand your stakeholders
Stable funding certainty

Regions have to go through the same renewal process

=A =4 =4 =4 4 4 -4 -4 -4 -4 -4 -4

Helps with governance (planning process, alignment (FYI - table took issue with word alignment,
would rather see “integration”.)

I There needs to be a DMO definition and restrictions must be in place

Local Government

1 $ must go directly to DMO'’s

Freedom and flexibility to secure other funding is necessary

Collaborative work/linkage between tourism and city (local government is valuable)

Levels must be vertically integrated/complimentary

=A =4 =4 =4

Red flag: Concerns about constantly changing government system, especially the constant
changes that happen within ministries

MTCA/TBC/MFIN inconsistently referred to (is TBC still TBC or now MTCA?)

==

MFIN works in conjunction with tourism ministry but funding should not come through the
ministry, it should be independent

Factors for consideration for new model (size, role of RDMO's, role of TBC):
1 Geographical (municipality clusters)

1 Criteria (TBD) needs to be established around micro-DMO’s/threshold not necessarily number
based but a based on several factors, clear definitions are required

1 Performance measures are a must (ROI needs to exceed spending regardless if DMO is big or
small)

There needs to be resources, and they need to be effectively and efficiently used
Integrated/complimentary approach

Sensible and efficient funding mechanisms in place
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Branding:
1 Coordinated messaging
1 No diluting the brand
1 Consistent messaging
l

BC Brand, then regional brand

Creation of the Plan moving forward:
1 Creation of the plan goes both ways

i Strategic planning process on an ongoing annual basis (suggested to do it the day before TIC,
everyone comes together, much like this day to collaboratively set strategic direction)

9 Framework — bottom-up approach is critical and top-down to feed in

Table 5 (VV facilitating)

Context: Inreferenc e t o document titled AComparison of DM
review based on the criteria in the left column.

1. Five year renewal requirement for AHRT or its equivalent

9 Should be mandatory for all DMOs (aligns with moderate and significant change)
2. Role of local government
1 preference is funds going to DMOs via MTCA
Local govt is on the DMO boards and want a say (DMOs work closely with local government)
Local govt want assurance that tourism programs they are paying for will be covered off

)l

il

91 local govt is not at the table today
1 The more alignment, the better.

)l

“If” funds go through local government, then 100% of the funds need to be earmarked for
tourism marking and not infrastructure.

==

The key issue is control of funds.

The preferred model is option 3: significant change.

Subsequent comment: emphasis on local government being partners and DMOs work closely
with them.

3. Minimum size requirement of DMOs

1 In cases where DMOs have revenue below $100K, leave to locals to figure out the best option.
For example,

0 Anunder 100K DMO can link with another under 100K DMO, or
0 The under 100K DMO can partner with the Regional DMO.
o In both scenarios above; it would be the DMOs choice.

1 Is $100K enough to cover off marketing and admin costs? $125K would be better. Most of the
funds need to go to marketing (e.g. smaller DMOs could consider contracting out and not hiring
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staff t save admin costs).

1 Preferred option fell somewhere between moderate and significant change.

4. Role of RDMOs in ensuring the alignment of plans
1 Large city DMOs should be viewed as small “r’ DMOs.
1 RDMOs play a major role in aligning plans.
1 Key is to be ‘customer-centric’; people/visitors recognize certain regional names.
1 Need a narrower definition of marketing.

1 Preferred option 3: significant change

5. Role of MTCA/TBC in ensuring alignment of marketing funds

1 6 large city DMOs to align with TBC plans but should not be a condition of AHRT or equivalent
funds

9 There is a subjective element to the plans

1 Idea is that if the 6 city DMOs and RDMOs align with TBC plans then they can get additional
incentives. Everyone gets the base funding (possibly come up with a checklist of common
criteria to remove the subjective element).

1 Need to define “alignment”.
o0 Filling in the gaps is not the same as alignment.
0 Aslong as the plans are complementary; they are aligned.
o Duplication needs to be avoided, if they are not complementary.
0 Should be viewed as a type of partnership.

91 Preferred option was somewhere between moderate and significant change.

November 12, 2009 DMO Forum (Oct 28, 2009) Summary Notes Page 31 of 31



