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Purpose

The intent of the Santa Clara Chamber of Commerce’s response to TAP Internationals audit is
not to influence change in City action regarding the Chamber’s management and operation of the
Santa Clara Convention-Visitors Bureau and Santa Clara Convention Center. The intent is to
accurately and factually present the response to inform those who have been misinformed and
persuaded by the misleading information used to cast a shadow on the incredible work by the
Santa Clara Chamber of Commerce over the last 70 years.

On September 18", the Santa Clara City Council unanimously voted to Note and File the Audit
Findings with the caveat that the Santa Clara Chamber of Commerce will present their response
on October 9th to ensure Council had the complete story. This specific and direct Council Action
included a date for the presentation without any other contingencies. Unfortunately, City Staff
overruled Council Action and postponed the Santa Clara Chamber’s presentation until November
13" over a month past the original agreed upon date and coincidentally after the election.

Executive Summary

The Santa Clara Chamber of Commerce has been an invaluable organization in Santa Clara for
over 70 years and a partner to the City of Santa Clara for over 40 years. The Santa Clara City
Council voted to audit Santa Clara Chamber of Commerce’s management of the Santa Clara
Convention Center and the operation of the Santa Clara Convention-Visitors Bureau (CVB).
Under this direction, City Staff hired TAP International to conduct this audit.

The Santa Clara Chamber of Commerce found blatant omissions, misleading content, and
incomplete content in the Final Audit conducted by TAP International. The Santa Clara Chamber
of Commerce is concerned with the independence of this audit and the procedure which the audit
was conducted including releasing preliminary information to the public before properly vetting
or discussing this information with the Chamber’s Board or President/CEO.

The Santa Clara Chamber of Commerce is also concerned with the City’s actions surrounding
this audit. The City of Santa Clara has misused authority, reach, and public funds with the intent
to harm the Santa Clara Chamber of Commerce and interfere with their ability to operate a
business in Santa Clara. These actions include:

e Targeting Chamber Customer List with misleading and unsubstantiated material

e Uncharacteristically using Santa Clara Tax dollars to send letters via direct mail including
businesses in other cities

e Reporting to FPPC and other agencies knowing it was past the FPPC statute of
limitations

e Inserted Misleading Information Not Included in Audit

e Releasing Preliminary Observations made by City Staff and auditor before speaking to
Chamber President/CEO or Board Members



e Council Members directing Chamber to remove the Santa Clara Weekly’s Publisher from
our Board

e Urging TID Advisory Board to stop conducting business with the Santa Clara Chamber

e Meeting with The SVO, formerly known as San Jose Chamber who is now attempting to
go regional, for “General Relationship Building”

The Santa Clara Chamber of Commerce had a mutually beneficial and cooperative relationship
with the City of Santa Clara for nearly a half a century. The Santa Clara Chamber understands
that this is a one place in time and both entities will outlast this blunder and will rebuild a
relationship, however, it is the duty of the Santa Clara Chamber, as a Chamber of Commerce and
a community organization, to report wrongdoing within our local government. The Chamber
feels that a number of issues presented herein amply address some of our concerns of the City’s
improper behaviors, however, we reserve the right to present additional points as to the actions
of City leadership at a future date.

Observations and Concerns with City Action

Staff Reports
Background

On June 26™ 2018, the City of Santa Clara voted to defund the CVB after the Chamber operated
the CVB for over 40 years. In this action, the Council included 60 days of salaries and salary
related expenses for the CVB employees, directed the Chamber to return all reserves for the
CVB, transfer the CVB employees to the Convention Center where their salaries would be
administered, and directed City Staff to create an agreement for this 60 day period.

Following this Council meeting, City Staff reported to the Chamber that a new agreement would
not be possible in the short time period as the City Attorney’s Office was busy dealing with the
lawsuit surrounding the Elections. The City Staff decided the easiest course of action would be to
write the Chamber a check covering the estimated difference between the reserves and the
necessary funding needed to cover the 60 days of salaries and salary related expenses.

The City Staff dropped off an $80,000 check of City funds to the Chamber’s receptionist without
a contract or agreement detailing the expectations. The Chamber’s President/CEO did not feel
comfortable accepting $80,000 of City funds without any expectations so he contacted City Staff
for clarification.

In an email thread with City Staff and Chamber Staff, the City Staff clarifies the $80,000 was for
salaries and salary related expenses with no expectations or scope of work. The email also states
the Chamber was their employer and could redirect (or let go) the employees and the purpose of
the funding was to allow the Chamber and the affected employees the flexibility to determine
what might be the best course for their respective futures (Appendix A).



On September 18™ 2018, the City Staff released a staff report stating,

It is worth noting that at the June 26,2018 City Council meeting, Council provided a 60-
day salary appropriation for CVB staff, from July 1 through August 31, 2018, for the
purpose of transitional/close out activities; however, the Chamber released staff in July
and did not ensure proper close out of the fiscal year (Appendix B).

Concerns with City Action

The Staff Report issued by City Staff publicly blames the Chamber for not following the City’s
directive to conduct transitional/close out activities which was clearly not the case. The City of
Santa Clara’s Code of Ethics and Values supports trustworthy, truthful, and uninfluenced
governance. City Staff misstated the circumstances and misrepresented the Chamber leading the
public and Council to believe the Chamber was not compliant with City directives. This
untruthful and incorrect Staff Report served to the detriment of the Chamber by misrepresenting
the Chamber to the public.

Letter to TID Advisory Board

Background

The Santa Clara Chamber of Commerce and the several hotels formed a Tourism Business
Improvement District (TBID) which was titled the Tourism Improvement District (TID). The
participating TID hotels voluntarily implemented an assessment of $1 per room night to generate
more marketing funds for the CVB with the City as the taxing agency collecting these funds. The
TID Bylaws state that all TID funding generated would be administered to the Chamber as the
Chamber was serving as the fiscal agent and conducted the operational assignments.

In July 2018, the City of Santa Clara realized the possibility that the City and TID was not in
compliance with the law. The City Staff instructed the TID Advisory Board to return the reserves
generated by the assessment to the City which the TID objected. The TID Advisory Board and
City agreed to freeze the reserves and stop collecting the assessment until the appropriate
Council action was taken. The appropriate Council action has since been taken and the TID
hotels have now reinstated the $1 per room night assessment, however, the reserves are still
frozen.

In a letter to the TID Advisory Board, the City detailed the concerns brought forth in the audit as
well as the City’s own insertions related to the Chamber. In this letter, the City “strongly urge[d]
the TID to immediately address its governance structure, fiscal agent and operation assignments
with the Chamber.” (Appendix C).



Concerns with City Actions

The TID Advisory Board’s Bylaws states the generated funds must be administered to the Santa
Clara Chamber of Commerce and the TID has followed this for over five years. The Santa Clara
Chamber of Commerce is concerned that the City has interfered with a contract between the TID
Advisory Board and Santa Clara Chamber by urging the TID to stop doing business with the
Chamber. This letter to the TID Advisory Board was released prior to the Chamber’s response to
the audit. The Chamber does not support the City’s decision to interfere with the TID Advisory
Board and Chamber’s agreement. It is also concerning that this letter was released prior to the
Chamber having the opportunity to respond to the Audit Findings.

City’s Public Communications Regarding Audit

The City of Santa Clara sent two letters via direct mail regarding the audit after releasing the
same information on the City’s usual communication methods (Press Releases, Nextdoor, Social
Media, etc.). These letters were purely informational with no call to actions or reason to stray
from the usual communication methods. The estimated cost to the residents of Santa Clara for
preparation and mailing of the two letters is over $20,000.

Who received these letters?

The City of Santa Clara sent the two letters via direct mail to every business license holder in
Santa Clara as well as the Chamber’s Membership Directory. The Santa Clara Chamber’s
Membership Directory includes businesses in San Jose, Sunnyvale, Campbell and several other
cities. The City of Santa Clara used Santa Clara tax dollars to inform businesses outside of the
City of Santa Clara on actions taken at City hall. To further prove the City downloaded and
targeted the Chamber’s customer list, the Santa Clara Chamber’s Membership Directory
included a control profile to ensure no one was using their directory to spam their members.
Day’s Interior Design, the control profile, is not a registered business or business at all. The only
way to get this Business Name or private address was through the Chamber’s Membership
Directory. Day’s Interior Design received two letters from the City of Santa Clara. (Appendix D)

Letter #1 — 8/13 (Appendix E)

The City of Santa Clara’s first letter, costing the residents of Santa Clara approximately $10,000,
included preliminary observations made by City Staff and TAP International prior to speaking
with the Chamber’s President/CEO or Board of Directors. The preliminary observations were
unfounded and unconfirmed information that painted a negative picture of the Chamber. In two
separate conversations with TAP International, the President/CEO of the Chamber, and the Vice-
President of Sales, the auditor stated she was unhappy with the City’s decision to combine the
preliminary observation made by the auditor and the City’s observations as it misrepresented the
audit information. In a later conversation with TAP International, the auditor retracted this
statement and stated she knew the information was going to be sent out and she was fine with it.



Letter #2 — 9/11 (Appendix F)

The City of Santa Clara’s second letter, costing the residents of Santa Clara approximately
$10,000, included many insertions and observations made by the City that were not included in
the audit, although the letter stated they were.

The letter sent by the City stated “the auditor found that the City of Santa Clara lost $20.5
million in revenue and City subsidies over the past 10 years.” This was not stated in the audit but
was an abnormal calculation conducted by the City of Santa Clara and inserted as Audit
Findings.

The letter also stated “board members engaged in self-dealing, using City assets for their own
financial gain...” This statement was not in the audit. The City reported actual self-dealing
instead of the appearance of self-dealing with more research needed. This false report defamed
the Chamber and Board Members causing harm to the reputation of a valued Santa Clara entity
as well as valued Santa Clara businesses.

Lastly, the letter stated the Chamber’s mismanagement resulted in $37 million in lost funds to
the City of Santa Clara. This, again, was not stated in the audit but was an insertion made by the
City of Santa Clara.

Table 1: Lost Revenues and City Subsidies Resulting from Chamber’'s Mismanagement of Public Funds

Amount
Net Lost Revenue and City Subsidies (in Millions) Note Time Period Audit
Facility Discounts (1,720 events) ($16.1) 2011-2018 Pg. 34
Facility Free Rent (353 events) (52.8) " 2011-2018 Pg. 35
Bonus Payments to Convention Center Staff ($0.3) 2 2014-2017 Pg. 22
City General Fund Capital Expenditures (52.4) @ 2007-2017 Pg. 12
City Annual Payments to CVB ($14.9) “ 2007-2017 Pg. 50
City Paid Management/Administration Fee ($0.5) 2007-2017 Pg. 53
TOTAL Lost Revenue and City Subsidies ($37.0)
Positive Direct Convention Center/CVB Financial Impact $113 2007-2017 Pg. 17
Convention Center Net Income $5.2 (5) 2007-2017 Pg. 12
TOTAL Positive Convention Center/CVB Financial Impact $16.5
TOTAL Net Lost Revenue and City Subsidies ($20.5)

When referring to the graph above, one can see the City used unusual accounting practices to
draw their desired conclusion.

e The City of Santa Clara counted Bonus Payments to Convention Center Staff twice: once
in the Convention Center Net Income and once in the table.

e The City of Santa Clara included City General Fund Capital Expenditures and City Paid
Management/Administration Fee as “lost funds” resulting from Chamber’s



Mismanagement of Public Funds. These expenditures were approved by Council each
year for the 10 year period.
e The City included the total of 10 years of CVVB operating budgets, approved by Council
each year, as “lost funds” resulting from the Chamber’s Mismanagement of Public Funds.
e The City included $18.9 million worth of “Facility Discounts and Facility Free Rent as
lost revenue to the City of Santa Clara.

o0 The “Facility Discounts” is the difference between the retail price of Convention
Center space and the negotiated price. The Santa Clara Convention Center
competes with many other Convention Centers for business and the auditor states
that negotiating pricing is common in the Convention Center industry.

o The “Facility Free Rent” includes refunds given to events that hit the food and
beverage minimum which is also an industry standard practice. This calculation
also includes free space used by the City of Santa Clara. Lastly, this calculation
includes space given to community organizations, some of which are run by City
Officials.

o Itis an unusual accounting practice to subtract the difference between retail price
and the negotiated price from the Net Income to show a Net Loss.

Conclusion

The City of Santa Clara targeted the Santa Clara Chamber’s membership, using approximately
$20,000 of public money, to spread misinformation, misleading calculations, and blatant untruths
to harm the reputation of the Santa Clara Chamber of Commerce.

Concern with Audit Findings and City’s Actions

Appearance of Self-Dealing with More Research Needed

Background

The Santa Clara Chamber has managed the Santa Clara Convention Center for over 30 years
with the direction to operate the Convention Center as a business. With that said, the Audit
mentions the Appearance of Self-dealing three times all regarding the Shipping and Handling
Services at the Convention Center. The Shipping and Handling Services mentioned in the Audit
is referring to the lease for a UPS Store within the Convention Center.

The existing UPS Store owner, who holds the lease at the Convention Center, was near
bankruptcy, past-due on payments, and near closing the store at a loss to the Convention Center.
Knowing this, Corporate UPS, with no affiliation to the Chamber, searched and sought out a
successful local UPS Franchisee to take over the lease keeping the UPS Store operational.

The current lease states the lease is transferable among private businesses with the approval of
Corporate UPS and the Chamber. Corporate UPS proposed OMCO, Inc. as their approved new



owner believing OMCO, Inc. would be the most successful owner of this store not knowing that
a Santa Clara Chamber Board Member was a partner at OMCO, Inc. The Board Member
disclosed this potential Conflict of Interest prior to its existence and provided the Chamber
Management and Executive Committee time to review and mitigate the Conflict. The Chamber
mitigated this Conflict of Interest by having the proposed owner abstain from any future
decisions regarding the management of the Convention Center including the decision to transfer
the lease.

During this transition period which extended past the release of the Final Audit, the proposed
owner agreed to operate under a management agreement between the current owner and
proposed owner with the proposed owner paying all past due payments including those due to
the Convention Center. It is important to note that the Board Member abstained from all
decisions regarding the Convention Center while operating under the management agreement.

Concerns with the Audit

Prior to the release of the Final Audit, the lease was not transferred to the Board Member. The
Audit states there was the Appearance of Self-Dealing with more research needed because the
lease was transferred to a Board Member which was not the case. The Auditor was presented this
information but it was misstated in the report to the detriment of the Chamber and the proposed
UPS Store Franchisee. TAP International never discussed this with the Board Member in
question but made assumptions that led to an error in the Audit.

Concerns with City Actions

The City of Santa Clara reported publically in Press Releases, News Articles, and Direct Mail to
businesses and Chamber Members actions of the Chamber were actual Self-Dealing instead of
the appearance of Self-Dealing with more research needed (Appendix F). The City of Santa
Clara misled the public by reporting speculations made by the Auditor, which stated that more
research was needed, and publically reported them as fact. The Chamber believes the City used
public money to harm the reputation of the Chamber by knowingly and publicly dispersing
misleading and incorrect information.

Former City Officials Did Not Use the Contracting Process to Change Management Fees
Response

Background

The City of Santa Clara and the Santa Clara Chamber of Commerce’s interest have traditionally
been aligned to stimulate the growth and development of Santa Clara’s economy. In the 1970s,
the Santa Clara Chamber of Commerce and the Visitors Bureau advocated for the construction of
the Santa Clara Convention Center. In 1984, the Santa Clara Chamber of Commerce was granted
an evergreen contract (the “Agreement”) to manage the Santa Clara Convention Center with a



$45,000 administrative fee approved annually in the budget.® While the administrative fee
remained static for 30 years, it was submitted yearly to City Staff and approved in the budget
each year. In 2014/15, City Council approved an administrative fee increase to $47,250 and in
2015/16, the administrative fee increased to $50,000.

In 2016, with the development of Levi’s Stadium and the still pending Redevelopment Agency
(“RDA”) issue, the Santa Clara Chamber of Commerce found itself spending an inordinate
amount of time working to provide solutions to these issues while experiencing an increase of its
liabilities. Executive Committee Members Paul Dines, Ravinder Lal, and Joe Siecinski met with
Mayor Gillmor and Councilmember Davis to discuss the future management of the Convention
Center. Mayor Gillmor and Councilmember Davis instructed the Santa Clara Chamber of
Commerce to include an administrative fee of 2% of gross revenue in the 2016/17 budget. A
summary of the meeting’s outcome was outlined in an email thread between the Executive
Committee Members directly following the meeting (Appendix G). For the last 30 years, the
Chamber has submitted the budget to City Staff for approval by City Council.? Following this
established process, the Chamber submitted their 2016/17 Convention Center budget to City
Staff (Appendix H). The fee adjustment was clearly identified and marked in RED to provide
City Staff notice of a significant change. The new budget, with the increased management fee,
was approved in an open City Council meeting by the Mayor and Council Members.

In April 2017, the Santa Clara Chamber of Commerce submitted their 2017/18 budget which was
reviewed by City Staff. During the review, the City acknowledged the prior year’s (2016/17) fee
adjustment “currently 2% of gross revenues” and tasked the City Manager “ to work on getting
the letter establishing the C of C Admin Fee” (Appendix I). The Chamber never received this
letter, but the budget line item was again clearly identified and approved by Council for the
2017/18 year with the 2% Administrative Fee (Appendix J).

On May 22" 2018, the Santa Clara City Council suspended the Santa Clara Chamber of
Commerce’s Administrative Fee until TAP International’s final audit was submitted citing the
Chamber for not disclosing the increased administrative fee. The Chamber, under reservation of
rights to an administrative fee, agreed to uphold their side of the Agreement and continue the
management of the convention to avoid a significant negative impact on Santa Clara (Appendix
K).

TAP International’s final audit has since been released confirming the increased administrative
fee was disclosed. While the audit advised that there should have been a contractual amendment,
the Chamber properly disclosed the amounts and followed the City’s instructions for the fee

L “A contract between a governmental body and a private party is to be construed by the same rules which apply to the construction of
contracts between private persons [Citation] . . .and the public entity is bound in the same manner as an individual. ” Tonkin Constr. Co. v. Cty.
of Humboldt, 188 Cal. App. 3d 828, 831-32 (Ct. App. 1987).

2“As a general proposition of law, it is, of course, true that every commercial contract is entered into with the understanding that usage in
regard to the particular matter of the contract becomes a part of the transaction itself.” Luckehe v. First Nat. Bank of Marysville, 193 Cal. 184,
189 (1924).




increase.? (Section titled “Former City Officials Did Not Use the Contracting Process to Change
Management Fees”).

Concerns with Audit

The information stated above was presented to TAP International detailing the circumstances
surrounding the increased Management Fee; however, the audit incorrectly reported the
information to include the Chamber as a responsible party. The Santa Clara Chamber of
Commerce discussed the increased Administrative Fee with Elected City Officials and reported
the increase to the appropriate City Staff. Appendix I clearly shows the Santa Clara Convention
Center Staff brought the Discussion Point (DP) of the Chamber Board drafting a
letter/amendment. The only Action Item (Al) concluding this meeting was the City Manager
(CM) to follow up with the Chamber with a letter/amendment which we never received.

The Audit misstates this information declaring the Chamber was to also draft a letter which was
clearly not the case. This misstatement is a concern of the Chamber because it puts unnecessary
blame on the Chamber when the Chamber followed the City directed procedure.

Concerns with City Action

The City publically stated the Chamber did not disclose the increased Management Fee asserting
the Chamber was deceitfully attempting to take more City funds than appropriate.

The Santa Clara Chamber followed the established process to increase the administrative fee
with resulted in the City Council approving the Convention Center budget two consecutive years
with the increased administrative fee. The miscommunication between City Staff and City
Council led to the City Council prematurely suspending the established Management Fee in May
2018 prior to the final results of the Audit.

Conclusion

The Audit misrepresents the information surrounding the circumstances of the increased
Administrative Fee. This misrepresentation serves to the detriment of the Chamber misleading
the public to believe the Chamber shared responsibility. The City irresponsibly reported to the
public stating the Chamber’s intentions to be deceitful and untrustworthy. The City also made
the decision to suspend the Administrative Fee, which was an established practice for over 30
years, prior to the conclusion of the Final Audit and without the necessary information.

Conflict of Interest Regarding Advertisements in the Santa Clara Weekly

Background
The Santa Clara Convention-Visitors Bureau’s (CVB) duty was to market the City of Santa Clara

3
“Contractual understanding need not be express, but may be implied in fact, arising from the parties' conduct evidencing their actual mutual
intent to create such enforceable limitations.” Guz v. Bechtel National, Inc., (2000) 24 Cal.4th 317, 336.



stimulating visitor’s spending and promoting the Santa Clara economy. As stated in the Audit,
the CVB’s most lucrative customer-base was corporations. Included in an overall marketing
plan, the CVB intended to engage more local corporations to further promote the CVB’s most
successful industry. Senior CVB Staff, with more than 25 years of Visitors Bureau industry
experience, included a minimal appropriation of funds for print media.

The print media industry has severely declined over the course of decades leaving few print
media options targeting the local Santa Clara corporations. The Santa Clara Weekly, one of few
remaining print media outlets serving Santa Clara, is distributed to up to a 1,000 businesses per
week. The Santa Clara Weekly Publisher is on the Chamber’s Board of Directors, which most
would believe is a beneficial considering the Santa Clara Chamber is a nonprofit organization
run by Santa Clara businesses and it is important to have the diverse business community
represented including the only print media outlet serving Santa Clara.

CVB Staff, with no influence from the Santa Clara Chamber Board of Directors, contacted the
Santa Clara Weekly to run these advertisements. The Santa Clara Weekly offered 6 full-page
color advertisements to the CVB for an under market price of $5,000. This price was over $2,500
off retail price. The Santa Clara Weekly’s competitors offer 6 full-page color advertisements for
over $25,000 (Appendix L).

Being good business people, the Senior CVB Staff Member contracted the print media outlet that
better reached the targeted customer-base at a more cost-effective rate. It is also important to
note the Staff Member’s Direct Supervisor, President/CEO, and Board Chair all separately
reviewed and approved the expense. It is also important to note the CVB received leads from
local corporations who saw the advertising and were interested in bringing their corporate event
to Santa Clara. Unfortunately, the CVB services were defunded prior to these leads
substantiating.

Concerns with the Audit

The Audit omits the clear business reasons for deciding to contract the Santa Clara Weekly to
run 6 full-page advertisements. The Audit also omits the Staff Member’s Direct Supervisor,
President/CEO, and Board Chair all separately reviewed and approved the expense. Lastly, the
Audit omits the fact that the CVB received leads from local corporations who saw the
advertising and were interested in bringing their corporate event to Santa Clara.

Conclusion

The Audit misrepresents the CVB’s intention which was to grow their largest customer base.
These omissions in the Audit serve to the detriment of the Chamber misleading the public to
believe the Chamber was pushing contracts towards its Board when the intention was, and has
always been, to best serve the interest of the residents of Santa Clara.



Redevelopment Agency Issue

Background

In 2015, the City of Santa Clara instructed the Chamber to stop booking the Convention Center
as the future of the Convention Center was uncertain due to the pending Redevelopment Agency
(RDA) issue. The City of Santa Clara’s ban on Convention Center bookings lasted seven months
and fell within the period that was audited by TAP International.

The uncertainly of the future of the Convention Center and the seven month ban on booking the
Convention Center had a severe impact on the success of the Convention Center and CVB which
is still being felt today. It is important to note that during this period, the CVB and Convention
Center lost many employees including seasoned Sales Managers. There was an estimated 85,000
rooms nights lost due to this seven month ban on booking the Convention Center.

Concerns with Audit

TAP International reported several issues hindering the success of the CVB and Convention
Center but did not mention the City’s directive for the CVB and Convention Center to stop
booking for seven months due to the RDA issue. In fact, the RDA issue was not mentioned in the
Audit. When independently evaluating the success of an organization over the course of 10
years, the Chamber feels it necessary to include a period of seven months where there was a ban
on booking future business.

This information was provided to the Auditor but was omitted from the Audit. This omission
served to the detriment of the Chamber and relieved the City of any negative attention for
causing a major negative impact on the tourism industry in Santa Clara.

Santa Clara Chamber PAC

Donations to the Santa Clara Chamber PAC

In 2012, the Santa Clara Chamber PAC, a separate organization from the Santa Clara Chamber
of Commerce made up of Chamber members, conducted a fundraiser. Due to infrastructure
challenges, the Santa Clara Chamber of Commerce collected $8,000 of donations for the Santa
Clara Chamber PAC with the donors knowingly and intentionally making these donations to the
Santa Clara Chamber PAC. The Santa Clara Chamber of Commerce, having $8,000 of PAC
money on their books, made a check out to the Santa Clara Chamber PAC for $8,000. No
Chamber or City funding was donated to the PAC.

Concerns with Audit

This information was presented to TAP International; however, this information was misstated in
the report. The auditor reported the CVB conducted the fundraiser and collected the donations.
The distinction between the CVB and Chamber is very important because the Chamber is not



subsidized by City funding. The auditor also reported the Chamber donated to the Santa Clara
Chamber PAC using public funds which was not the case.

The Chamber informed the auditor on several occasions, but the auditor would not make this
change in the report. The City used this misinformation to publicly reprimand the Chamber for
using City funds to make political donations painting the Chamber in a negative light.

Free Space Provided to Santa Clara Chamber PAC

In 2012, Santa Clara Chamber PAC held a breakfast fundraiser at the Santa Clara Convention
Center during a need period with no other competing events. The Santa Clara Chamber PAC’s
contract included language where an offset would be applied with the minimum purchase of food
and beverage. The Santa Clara Chamber PAC hit the food and beverage minimum for the event
and the offset was applied.

The Santa Clara Chamber PAC contributed thousands of dollars to the Santa Clara Convention
Center during a need period following offset procedures (Appendix M).

Several Elected City Officials attended this event including Mayor Gillmor.
Concerns with Audit

TAP International misstated the information reporting the Santa Clara Convention Center made
gift of public funds to a political organization when this was not the case. It is concerning that
the auditor would misstate this information when it was provided to the auditor. The City then
used this misinformation to publicly reprimand the Chamber for gifting public funds to a
political organization. The misstatements regarding the PAC event were to the detriment to the
Chamber.

Recommendation to Report to FPPC and other agencies

TAP International erroneously recommended the City report the Chamber to the FPPC and other
agencies for political violations made in 2012. TAP International cited several policies regarding
the FPPC and IRS but failed to state the FPPC Statue of Limitation for investigations is 5 years.
The City Staff followed the recommendations, with the knowledge of the City Attorney, to use
City tax dollars to report the Santa Clara Chamber to the FPPC when it was clearly past the
Statute of Limitations.

Along with erroneously reporting the Chamber to the FPPC, the City reported in a press release
to the public that the Chamber may have violated state law (Appendix N). Due to the facts stated
above, the Chamber believes the City knew these allegations were past the Statute of
Limitations, however, used the erroneous FPPC report as an opportunity to publicly harm the
reputation of the Santa Clara Chamber of Commerce.



Conclusion

The City of Santa Clara used incomplete and inaccurate audit findings, along with misleading
insertions and miscalculations by the City, used in a PR campaign that was detrimental to the
Santa Clara Chamber of Commerce, a nonprofit organization run by a volunteer board of Santa
Clara businesses and community leaders. The Santa Clara Chamber of Commerce and many
other members of the community is left with the question of why?

In any case, the Santa Clara Chamber of Commerce will continue the tradition established over
multiple generations of building a vibrant community that benefits all.



Appendix A

Kaspar, Nick

From: Ruth Shikada <RShikada@SantaClaraCA.gov>
Sent: Tuesday, July 03, 2018 8:16 AM

To: Kaspar, Nick; Moreno, Lisa

Cc Deanna Santana

Subject: RE: Option for Vacation Time

Good morning Nick
Here are responses to your inquiries:

Our understanding was that we were to return the reserves to the City. | am happy to work out another model but just
wanted to make sure to request clarification so the Chamber is compliant.

The Council voted to fund salaries for the next 60 days and request return of the reserves. Based upon the time left on
the contract and because the City’s expense for the cost of salaries was more than what the Chamber had on reserve,
we determined that the best course was to apply the reserves to the overall salary expense and provide the Chamber
with supplemental funding. We estimated that $80k plus the reserves was enough for the 60 day salary cost --- but
since it was only an estimate, we asked for a reconciliation.

| realize that an agreement for the CVB for the next 60 days might be difficult
Until the audit is done, | don’t know that we will have the ability to negotiate meaningful terms. | wouldn’t have an
expectation of an agreement during this time.

I did want to request clarification about expectations of CVB. Without any funding for operations of the CVB, can you
share what the cities expectation and scope of work are from the CVB employees?

Without a contract, the City does not have expectation of any services from CVB. We understand that this will cause a
disruption. We also understand that the Chamber, as their employer, may choose to redirect the scope of work (or let
go) of the employees previously funded under the CVB contract. Providing the cost of salaries was intended to allow the
Chamber and the affected employees with flexibility to determine what might be the best course for their respective
futures.

with the termination of the CVB Contract, the Chamber is supposed to close out the City Store. We have the current
inventory and can cut a check for the City today. Please let us know who should be the POC to close out the City Store
with us.

We'll set an appointment with a staff person to meet with you to determine next steps to handle inventory and
accounting matters.

Let me know if you have further questions.

Ruth
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City of Santa Clara Santa Clata, CA 9505

santaclaraca.gov
@SantaClaraCity

Agenda Report

18-995 Agenda Date: 9/18/2018

REPORT TO COUNCIL

SUBJECT
Action on the Santa Clara Convention Center and Convention-Visitors Bureau 4" Quarter and Fiscal
Year Ended June 30, 2018 Financial Status Report

BACKGROUND

The purpose of this report is to provide a financial status update for the 4" quarter and fiscal year
ending June 30, 2018 for the Santa Clara Convention Center and Convention-Visitors Bureau. The
report covers the period of time when the City had two Agreements with the Santa Clara Chamber of
Commerce & Convention- Convention Visitors Bureau (Chamber), which required that the Chamber
provide the City with a quarterly activity and operations report for the Santa Clara Convention Center
(SCCC) and the Convention-Visitors Bureau (CVB) within 30 days after the end of each quarter
during the fiscal year. The SCCC-CVB Financial Status Report for fourth quarter and fiscal year
ended June 30, 2018 provides current information on the business activities of the Santa Clara
Convention Center and Convention-Visitors Bureau. Since that time, the SCCCCVB agreement for
CVB services has expired.

DISCUSSION

Submitted for City Council review and acceptance is the SCCC-CVB Financial Status Report for the
4" quarter and fiscal year ending June 30, 2018, as submitted by the Chamber. Submission of the
report is required under the Management Agreement for the operation of the Santa Clara Convention
Center and the Agreement for convention and visitor services which expired June 30, 2018. This
report is unaudited and therefore, subject to change. The City is simply transmitting to the City
Council the Chamber’s report for its compliance with its agreement terms.

It should be noted that information included in prior quarterly reports such as room rental nights,
convention attendees, and estimated revenues for convention center rental and Transient Occupancy
Tax associated with CVB bookings was excluded from this report. The Convention Center submitted
the report without this information. The Convention Center stated that these figures were omitted
from the report because the Chamber released from employment the CVB staff members, who
provided this information and, as a result, the Chamber is not able to obtain this information. Itis
worth noting that at the June 26,2018 City Council meeting, Council provided a 60-day salary
appropriation for CVB staff, from July 1 through August 31, 2018, for the purpose of transitional/close
out activities; however, the Chamber released staff in July and did not ensure proper close out of the
fiscal year. As such, the Convention Center General Manager, Lisa Moreno, provided a letter dated
September 7, 2018 explaining why this information was not provided with this report (see Attachment
2).

Although the City continues to work with the Santa Clara Convention Center staff to research this
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information, it was not available at the time this report was prepared. As it is unclear when the
information might be forthcoming, and should also be noted that the provision of this information to
the City is required under both Agreements and even though the CVB Agreement expired on June
30, 2018, all accounting requirements survive the expiration of the Agreement. Staff may require the
assistance of an accountant/auditor to reconcile CVB accounts and to obtain a valid close out report.

ENVIRONMENTAL REVIEW

The action being considered does not constitute a “project” within the meaning of the California
Environmental Quality Act (“CEQA”) pursuant to CEQA Guidelines section 15378(b)(4) in that itis a
fiscal activity that does not involve any commitment to any specific project which may result in a
potential significant impact on the environment.

FISCAL IMPACT
Year-end positive het operating results could be a revenue source to the General Fund, while net
operating losses may be require a subsidy by the General Fund.

The financial status of the Convention Center operation as captured in the attached quarterly report
is one of several aspects of the City’s overall financial obligation related to the Convention Center. In
addition to the general management and day-to-day operation of the Convention Center as captured
in the quarterly report, in FY 2017/18 the City budgeted funds for the Convention Center's Capital
Improvement Program (CIP) in the amount of $304,000; an annual contribution of $1,461,601 for the
Convention-Visitors Bureau (CVB); a contribution of $669,941 into Maintenance District 183 (an
agreement between the Convention Center, TechMart, and Hyatt for maintenance of shared spaces);
and funds of $145,291 for an annual management fee. (It should be noted that while the
management fee was budgeted, payment of the fee was frozen by Council direction as of May 2018.)
The budgeted General Fund subsidy for the Convention Center overall was $2,317,825 for FY
2017/18.

The Convention Center operation shows a net profit of $2,227,366, compared to $1,470,826 for
fourth quarter YTD 2016/17. As of June 30, 2018, the City contributed $212,594 and $669,941 for
CIP and Maintenance District expenditures, respectively, and paid $1,479,956 to CVB operations.
Based on the final net operating results and capital expenditures for the fiscal year ended
June 30, 2018, the actual General Fund subsidy is $135,125.

PUBLIC CONTACT

Public contact was made by posting the Council agenda on the City’s official-notice bulletin board
outside City Hall Council Chambers. A complete agenda packet is available on the City's website
and in the City Clerk’s Office at least 72 hours prior to a Regular Meeting and 24 hours prior to a
Special Meeting. A hard copy of any agenda report may be requested by contacting the City Clerk’s
Office at (408) 615-2220, email clerk@santaclaraca.gov <mailto:clerk@santaclaraca.gov> or at the
public information desk at any City of Santa Clara public library.

RECOMMENDATION

Note and file the Santa Clara Convention Center and Convention-Visitors Bureau Financial Status
Report for the 4" quarter and fiscal year ended June 30, 2018, as submitted by the Santa Clara
Chamber of Commerce & Convention-Visitors Bureau.
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Reviewed by: Angela Kraetsch, Director of Finance
Approved by: Deanna J. Santana, City Manager

ATTACHMENTS
1. SCCC-CVB Activity Report for Fiscal Year 2017/18 Fourth Quarter
2. Convention Center Letter dated September 7, 2018



Appendix C

City of City Manager's Office
) Santa Clara

The Center of What's Possible

September 21, 2018

Mr. Eron Hodges, Chair of Santa Clara Tourism Improvement District
¢/o Hyatt Regency Santa Clara

5101 Great America Pkwy

Santa Clara, CA 95054

RE: Response to Mr. Rollet’s Correspondence (dated September 10, 2018)

Dear Mr. Hodges:

This letter is in response Mr. Rollet’s September 10, 2018 communication to the City concerning the
Tourism Improvement District (TID) cash flow and the future management of TID funds. As | stated
previously, the City shares the TID’s concern with the Chamber of Commerce’s (Chamber) terminating its
staff working with the TID, our mutual past non-compliance with the proper process to reauthorize the
TID levy, and the legal requirement to maintain unexpended for one year the TID reserve of
approximately $600,000. These circumstances have resulted in difficulties for the TID to operate.
However, the City must meet the legal requirements and properly authorize levied assessments,
regardless of the inconvenience it temporarily presents to correct past improper actions. To alleviate the
short-term cash flow issues, | would like to work with the TID Board to figure out a path forward.

At the September 18, 2018 City Council meeting, TAP International, the performance auditor contracted
by the City, identified serious misuse and mismanagement of public funds by Chamber through its two
Convention Center and CVB contracts. The audit findings include and are not limited to poor management
of public funds and financial mismanagement, misuse of government resources (personal gain,
inappropriate bonuses/commissions, and political fundraising activities), conflict of interests by Chamber
staff and Board members (self-dealing that went uncorrected/undisclosed until the City asked), and
problematic accounting and unexplained expenditures. Further, as you know, TAP International is
currently auditing TID-related activities as well and references the improper use of TID funds in the audit.
A separate TID audit was initiated based on serious preliminary audit findings on the Chamber’s
management of the Convention Center and CVB.

Due to the significant audit findings of the use of public funds, the City Council has terminated the
Management Agreement with the Chamber for the Santa Clara Convention Center and the Council has
already allowed for the CVB agreement to expire. Parallel to working with the TID on addressing cash
flow issues, | strongly urge the TID to immediately address its governance structure, fiscal agent, and
operation assignments with the Chamber. The City Council has terminated any issuance of public funds
from its two contracts and has put significant due-diligence measures in place for the expenditure of
public funds relative to the Santa Clara Convention Center. We ask that the TID consider the same, as
further issuance of public funds to the Chamber for TID purposes, absent the TID staff, presents serious
concern and challenges for the City.

1500 Warburton Avenue = Santa Clara, CA 95050 « Phone: (408) 615-2210 = Fax: (408) 241-6771 - www.santaclaraca. gov
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Re: Response to Mr. Rollet’s Correspondence
September 21, 2018
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In light of these recent events, | respectfully request to meet with you and other TID Board Members on
October 4, or another mutually agreeable date, to discuss the TID’s governance structure, fiscal agent, and
operation assignments, and short-term cash flow issues.

Kathi McGraw, Executive Assistant to the City Manager, will reach out to you to set up a meeting. If you
have any questions please do not hesitate to contact me at dsantana@santaclaraca.gov or 408-615-2210.

Sincerely,

Yona b

Deanna J. Santana
City Manager

c: City Council
City Attorney
Finance Department Director
Chamber of Commerce
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August 15, 2018
To Our Valued Santa Clara Business:

Greetings! The City of Santa Clara is fortunate to be a world-class city with a diverse range of
businesses from local small businesses to Fortune 500 companies. | recognize the integral role
that the business community plays in driving a strong local economy, contributing to the global
economy, and playing a key role in making Santa Clara “The Center of What's Possible.”

As an example of the City’s commitment to its strong partnership with the business community,
and in order to ensure continuous support for mutual geoals, the City Council has established
“Promoting and Enhancing Economic and Housing Development” and “Enhance Community
Engagement and Transparency” as two of six strategic pillars. The City Council’s strategic
pillars have been established to guide policy development, budget appropriations, and strategic
focus of the City Council. In addition to strategic pillars, the City Council has been focused on
ensuring the efficient use of public funds to achieve improved service delivery in a transparent
and cost-effective manner to the public, residents, the business community, visitors, and guests.
At the City Council's request, City staff has been evaluating its contract management, audit, and
procurement processes with various City services.

As a valued member of the Santa Clara business community, the City is taking this extra step to
provide information and facts surrounding recent actions taken by the City Council relative to its
review of the Santa Clara Chamber of Commerce’s two contracts to (1) manage the City-owned
Santa Clara Convention Center (Center) and (2) provide convention and visitor services to
promote tourism and attract bookings for the Center. Combined, the two contracts were valued
annually at over $1.6 million of public funds, not including additional subsidies that have been
needed year-to-year for the past decade. One of two contracts has expired and Council has
directed that no payments of public funds be issued for the second contract.! Additionally, the
City Council directed that City staff initiate a performance and fiscal audit to inform future
decision-making. Staff and a professional auditor have made some preliminary observations
that were reported publicly on June 26, 2018, which are:

 Material inconsistencies were found between the Chamber’s federal filings (e.g., Form 990:
Return of Organization Exempt from Income Tax) and the practices that the Chamber claimed to
have in place with the City to protect against conflicts of interest.

* There is a long-standing practice that the Chamber (since the Convention Center opened), on its
own initiative, grants 20% discounts to Chamber members that rent Center space without any
public disclosure, approval, or reporting of lost revenue to the City.

* There is preliminary evidence that the Chamber grants itself complete discounts on space rental
for Chamber events and only pays for food and beverages, including major Chamber fund-
raising events, providing significant financial value to the Chamber.

 These discounts were not disclosed to the City and the value of the discounts, which is lost
public revenue funds, has not been determined. Analysis is underway to determine whether this
is a material conflict of interest and/or self-dealing; whether Board members used their role to
benefit each other; and/or, a violation of State law with respect to political fund-raiser(s) held at
the City-owned Center.

! The Council authorized a payment equal to 60 days of salary expense for the Chamber employees impacted by the expired
City contract. We are aware that the Chamber has terminated these services, along with their staff. It is unfortunate that
despite the Chamber’s public testimony of providing a minimal “lights on” service level, the Chamber did not continue services
for the paid 60-day term provided by the City.
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While the Chamber plays an important role in our community, the City Council has a
responsibility to address these contract matters: unfortunately, the City had not evaluated its
contractual relationship with the Chamber over the past 30 years, despite it being a good
business practice to evaluate expenditure of public funds to determine whether the City is
accomplishing the intended purpose. The final audit will be presented publicly in September
2018 and will answer some of these inquires and allow the Council to take informed action. To
ensure full transparency, the City has established a webpage that provides background of this
matter, which can be found at: http://santaclaraca.gov/cvb-chamber.

We are hopeful that the business community will understand the City Council's interest of
preserving the appropriate use of public funds and facilities as they relate to the City's strategic
pillars of promoting economic benefit for our business community and city. There is a great
opportunity to redefine the future of these important Santa Clara assets for the benefit of the
community as a whole. Regardless of the outcome of the City Council-directed audit, we will
work to ensure that the appropriate remedies are in place to protect our public funds and
facilities. The City encourages you to stay engaged and if you have any questions, please
contact the City Manager's office at manager@santaclaraca.gov.

Sincerely,

Deanna J. Santana
City Manager
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September 21, 2018

To Qur Valued Santa Clara Business:

On behalf of the City, | recently sent a letter to local businesses about the City Council’s policy priorities and to
provide some general information about an independent audit conducted on two City contracts for the Santa
Clara Chamber of Commerce’s (Chamber) management of the Santa Clara Convention Center (Convention Center)
and Convention-Visitors Bureau (CVB).

The audit findings state that the Chamber mismanaged City facilities and seriously misused public resources. The
audit findings revealed the Chamber’s significant financial mismanagement, guestionable accounting practices,
self-dealing practices, conflicts of interest, and misuse of government resources, as well as a lack of City contract
oversight. The Auditor recommends that the City engage state and federal agencies to investigate potential
violations of law and the City has taken the appropriate actions.

Further, the auditor found that the City of Santa Clara lost $20.5 million in revenue and City subsidies over the
past 10 years. The mismanagement of the Convention Center and CVB services impacted the City and local
businesses alike through loss of potential business opportunities, hotel occupancy, and services provided to our
visitors. The full audit and its findings on the Chamber's management of the Convention Center and CVB are
now available online: www.santaclaraca.gov/cvhb-chamber. The following table illustrates the financial impact
for the time period audited:

Table 1: Lost Revenues and City Subsidies Resulting from Chamber’'s Mismanagement of Public Funds

Amount
Net Lost Revenue and City Subsidies (in Millions) | Note | Time Period | Audit
Facility Discounts (1,720 events) (316.1) 2011-2018 Pg. 34
Facility Free Rent (353 events) (52.8) i 2011-2018 Pg. 35
Bonus Payments to Convention Center Staff ($0.3) @ 2014-2017 Pg. 22
City General Fund Capital Expenditures (52.4) & 2007-2017 Pg. 12
City Annual Payments to CVB ($14.9) ) 2007-2017 Pg. 50
City Paid Management/Administration Fee ($0.5) 2007-2017 Pg. 53
TOTAL Lost Revenue and City Subsidies ($37.0)
Positive Direct Convention Center/CVB Financial Impact $11.3 2007-2017 Pg. 17
Convention Center Net Income $5.2 & 2007-2017 Pg. 12
TOTAL Positive Convention Center/CVB Financial Impact $16.5
]TOTAL Net Lost Revenue and City Subsidies ($20.5)

" Includes free rentals for Chamber members, staff and other insiders for wedding receptions, birthday parties and other events
' Reflects bonus payments aver four fiscal years only; likely to be higher with completion of more review

@ Includes $82,039 of City funds paid in 2007 not included in the audit

[:’ $14.9 million in City payments subsidized the Convention Center/CVE Net Loss of $9.4 million

¥ Does not include the City-paid management/administration fee

The audit confirmed the Chamber’s financial and operational mismanagement as well as serious misuse of
public resources as summarized below:

e Issued 518.9 million in undisclosed and improper fee waivers and discounts to Chamber members and others
over the past seven fiscal years “which led to a direct financial loss to the City.”
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e |Issued $300,000+ in staff bonuses over the past four fiscal years, without any public disclosure or Council
authorization, with a portion of these funds paid “without a formal contract or written legal agreement in
place.”

e Operated the Convention Center and Convention-Visitors Bureau at a $9.4 million loss over a decade, while at
the same time receiving $17.3 million in operating and capital subsidies from the City. Direct tax and
assessment revenue generated by CVB activities amounted to $11.3 million during the last 10 years. During
the same period, the City subsidized CVB operations with $14.9 million, with the Chamber’s business practices
resulting in additional financial loss of $3.6 million.

e Board members engaged in self-dealing, using City assets for their own financial gain, such as: political
fundraising activities, diverting public funds to their personal business, and held personal weddings, birthday
parties and more events at a direct loss to the City.

e Managed public assets without transparency, without proper documentation and under a business model rife
with personal gain and conflicts of interests.

The audit findings also indicated that these serious fiscal issues might have been discovered sooner if the City
had strong agreements in place or implemented effective contract oversight. The audit made a series of
recommendations which the City has started to act on:

e Cooperate with California Fair Political Practices Commission and Internal Revenue Service (IRS) on
potential violations.

e Utilize a professional consultant to address audit findings and industry best practices into a new
management agreement.

e Select a qualified management company through a competitive procurement process.

¢ Implement contract oversight and reconciliation and close out of contracts based on audit findings.

During the October 9, 2018 Council meeting, the Chamber will be given the opportunity to provide a response
to the audit. As directed by the Council, staff will present a Request for Proposal (RFP) procurement framework
and business model for future operations of the Convention Center for Council discussion and public input
with the goal to contract with an experienced and qualified operator.

The City is committed in the success of the Santa Clara Convention Center and the convention/tourism industry
in Santa Clara. Success of the Convention Center and a robust convention/tourism industry in Santa Clara leads
to the business community’s success and benefits all of us. As such, we are taking the audit findings and
recommendations seriously and implementing steps to ensure that the public trust and business community’s
trust will be restored.

You can stay informed on this topic by visiting the Updates for Santa Clara Chamber of Commerce and
Convention-Visitors Bureau Agreement page on the City’s website, http://santaclaraca.gov/cvb-chamber. For
questions, please contact the City Manager’s Office at manager@santaclaraca.gov.

Sincerely,

WW

Deanna J. Santana
City Manager
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------ -— Forwarded message ----—----

From: CEO Mail <rl.stored636@gmail.com>

Date: Thu, Feb 25, 2016 at 4:02 PM

Subject: Re: Meeting This AM

To: "Dines,Paul A" <Paul.Dines@edwardjones.com=>

Cc: "undisclosed.for.privacy” <undisclosed.for.privacy@edwardjones.com>

>3

Hi Paul and Joe,

All of that sounds good. The mayor did say put the increased cost into the budget so when I talked to Lisa at
the convention center I told her to go ahead and put 2% of the gross as our fee to manage the center. Of course
they can negotiate that later if need be.

Ravinder
Sent from my iPhone

On Feb 235, 2016, at 1:59 PM, Dines,Paul A <Paul.Dines@edwardiones.com> wrote:

Hi Joe and Ravinder:

Alright, we need to capture the message from our meeting today with the mayor and Debi D, to report to the full
board next TUE. I'd appreciate your help in making sure we get the correct message conveyed back to the board,
and that I'm not: a) missing anything important, or 2) misstating anything.

My take is that:

= The mayor understands that the landscape of Santa Clara has changed dramatically since the original

Chamber/CVB/Convention Ctr. structure was put together,
* The mayor understands and agrees with the separation of the Chamber from the Convention Ctr and CVB

as a logical and needed step to mave forward.
« The mayor understands that this will take at least a year, and hence is comfortable with an MOU for the
chamber to continue managing the CC and CVB.

1
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« Al parties understand‘that therg are ha%wrrw details Ein?mr.k out to m‘;ie this happen.
» The mayor understands that the $50K annual mgmnt. fee is not enough.
« The mayor expressed that City hall is in a "transition" (Lisa said "dysfunctional”) and nothing will happen
soon.
« The mayor would like to see a strong chamber and she believes that option A will provide this opportunity
to the chamber.

The meeting was meant to be informative, educational and see what level of "pa rtnership” there was between the
City and the Chamber of Commerce.

Please feel free to add/edit the crap out of my notes above! I'd like to get this note to Joe Sweeney today so he
can put a line item into the Agenda, and then the details will be discussed during the meeting.

Warm regards,

Paul A. Dines

Financial Advisor | Edward Jones U.S.A
69 Washington Street , Santa Clara, California 55050

PH: 408-984-4729 | FAX: 866-532-4716

Mail: paul.dines@edwardiones.com
For administrative questions, please contact Naira at 408-984-4729, or naira.masri@edwardiones.com

Please help us help you protect your account. If you need help making trades, money transfers and check
requests, CALL 408-984-4729 for immediate assistance. Our goal is to provide you with the best and most
timely service you deserve. You can also use our secure message center Via your on-line account access.

TAX DISCLOSURE: Edward Jones, its employees and financial advisors cannot provide tax or legal advice. You
should consult your attormey or qualified tax advisor regarding your situation.
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Appendix |

From: Feliser Lee

Sent: Thursday, April 06, 2017 12:09 PM

To: Lisa Moreno; 'Fitzgerald, Karen'; Bill

Cc. Alita Reinecker; Marcelo Penha

Subject: followup to SCOC/CVB CM Budget Meeting

This email serves as a summary of the major discussion points ("DP"), minor talking peints (“TP*), and
aclion items ("Al") from the Operating Budget Review Meeting held with your department. Please raview
and respond by email to revise, comment, or provide additional major discussion points and action jtems
from the meeting. In addition, please contact Alita or myself to address the Action Items and make changes

within Questica, as necessary. Your reply is requested by end of da v, Tuesday, 4/11.

Major Discussion Points (“DP") / Actian ltems (“Ad™)

(DP.2) Discussed $100k increase in computer Sofware/Hardware and need for an integrated
system to replace the curent systemn originating from 1998, -

(AL.2) SCCC/CVB to provide current tachnolegy platform and requirements to the City to have City
IT review and make possible suggestions,

‘ We are currently using an integraled soflware called "ConCenlrics which has been In place since 1998
wilth ne upgradaes, They have since had four revisions, the latesl, iz web based. We have also lnoked ai
Ungerboeck and Sales Force. Sales Furces does noll have an accounting companent, which is needed,

Lingerboeck, is @ goud program, bul expensive. We bhelieve hal we wil stay with ConCenlirics as il is
good system, user Irendly and lass Iraining.

= As for IT support, wae only have the funds to have "on-call” services, on a add needed basis.

(DP.3} Discussed Aramark reserves that City to would like to reflect on balance shest as an assat
(AL3) SCCC/CYE to provide current reserve balance to year-end reserve balance to the City,

»  Current equipment fund balance: $318 581,82

(DP.4) Discussed slaffing levels (42 FTE, 4 PT)

(AL4) SCCC/CVE te provide position listing with title and FTE count for both SCCC and CVB
VB

Karen sent yesterday

(DP.5) Discussed current rent, with the use of less Space

(AL5) SCCC/CVE to provide City informalion obtained on rate and space utilization. The City may
look at other options with SCCC/CVE based on market rate being paid.

¢+ lreached oul to the Chamber last week and | am waiting for this infarmation. | will inguire #gain today,
.-Hmll.gmglt.mﬂmailfwm?uhza.lkﬂhndaw&jmr#F'vd?u:XULs.m&-ubl=gmall_1‘l_1'at]5n8.13_p1ﬂ&1daw=pt&msg=1ESETﬂnmgdsuahqarchqnhuxr
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Appendix K

SIDODGN
SANTA CLARA

SILICON WALLEY CENTRAL®

CHAMBER OF COMMERCE & CONVENTION - VISITORS BUREAU

Tuesday, June 12, 2018

City Manager Deanna Santana
Santa Clara City Hall

1500 Warburton Avenue
Santa Clara, CA 95050

Re: Information Requested By City during June [ Meecting

Dear Mayor, City Council, and City Manager:

On June 6™, representatives from the Santa Clara Chamber of Commerce and Convention-
Visitors Bureau, Santa Clara Convention Center, and City Staff met following the direction of
City Council to begin a process of exploring a term sheet for a new agreement with the Chamber
of Commerce for their management of the Convention Center and to begin the process to execute
a financial and performance audit of the Chamber.

The outcome of this meeting was for the Santa Clara Chamber of Commerce and Convention-
Visitors Bureau to provide a response in regards to four topics: Santa Clara Chamber PAC
Advertising in Chamber Eblast, Conflict of Interest Policies in regards to the Convention-
Visitors Bureau advertising in the Santa Clara Weekly, Response to City’s Request of
Information regarding the Convention-Visitors Bureau, and Position on Intention to continue
management role while the management fee is suspended.

Santa Clara Chamber PAC Advertising

The Chamber PAC is separate from the Santa Clara Chamber of Commerce and is independently
funded. The Chamber PAC was created in March of 2010 as a political action committee,
formally called the Santa Clara Chamber Political Action Committee.

The purpose of the PAC is to review research and recommend support of and/or any opposition
to proposed ballot measures and legislation, ordinances and other actions of local, county and
state government bodies. It is also the responsibility of the committee to seek out, evaluate
qualifications and endorse those candidates who are running for office at the local, county and
state level, who support the free enterprise system, believe in fiscally responsible government
and whose views represent the interests of the business community. David D. Tobkin is the
Chair of the SCCPAC.

1850 Warburton Avenve, Santa Clara, (A 95050 - www.santaclarachamber.org - www.santaclara.org

Telephone: 408.144.8144 - Chamber of Commerce fax: 408.244.7830 - Convention-Visitors Fox: 408.144.9101
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The Santa Clara Chamber PAC is a separately funded organization from the Chamber. No
membership dues funds will be utilized for the PAC. All funds collected for the SCCPAC are
done through separate donations and gifts. Thus, Santa Clara Chamber PAC does not receive any
public funding. Like many other Chamber members the Chamber PAC has the option of
advertising in the Chamber’s eblasts. The Chamber PAC is provided the same treatment as any
other Chamber member and pays for the advertising like many other Chamber members.

Please refer to the FPCC reports filed with the City Clerk’s office to find detailed reports of the
funding sources of the SCCPAC.

Conflict of Interest Policies in regards to the Convention-Visitors Bureau advertising in the
Santa Clara Weekly

As part of the Santa Clara Chamber of Commerce’s duty as manager for the Santa Clara
Convention Center and Visitor’s Bureau (“CVB”), the Chamber has a duty to market the space in
order to maximize bookings. As part of this effort, the Chamber has, over the last few years
engaged in an aggressive marketing campaign which has led to over a 60% increase in bookings
this year alone.

One piece of this aggressive marketing campaign involves direct advertising of the
Convention Center space and other Santa Clara venues. The best and most logical place to run
advertisements to target the local community is in the Santa Clara Weekly. The Santa Clara
‘Weekly is the only recognized paper of general circulation in Santa Clara and has the widest
reach for the local Santa Clara community which is most likely to use the CVB for events.

Chamber Director Miles Barber has a controlling interest in the Santa Clara Weekly. Each
Director reads and signs the conflict of interest policy that requires them to, among other things,
act in the best interest of the Chamber and subordinate his own interests to that of the Chamber
in the event of an interested director transaction, which is also what the California Corporations
Code requires of a director.

Chamber Board member, Miles Barber complied with this policy by giving the Chamber a
30% discount on all advertising. Since Mr. Barber always fills his advertising space, this resulted
directly in a revenue cut for himself. Given the overall success of the Chamber’s marketing
program (a 60% increase in bookings) and the discount, the transactions with the Weekly have
been more than fair to the Chamber.

Booking the ads was initiated and implemented by Chamber staff as one piece of a broader
marketing program. Chamber staff discussed advertising in the Weekly with Mr. Barber briefly
when he agreed to give the discount, but there was never any decision made by the Chamber
board concerning advertising in the Weekly. The amount paid to the Weekly for the
advertisements amounted to less than one third of a percent of the entire CVB budget. The
Chamber board approved was the broader marketing program which was then implemented by

SINGDGIN
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staff and has been a great success. As a result of the marketing campaign numerous marketing
lecads have been gencrated and attributed directly to the Weekly advertisements.

At one time, there were discussions about the expending of advertising dollars with Harbir
Kaur Bhatia who is currently on the Santa Clara Cultural Commission. Those discussions never
came to fruition and there was never a conflict of interest in the situation,

Response to City’s Request of Information regarding the Convention-Visitors Bureau

When the initial request for certain information came in the Chamber’s board, management,
and staff needed additional time to review, discuss, and prepare the information the City
requested. The Santa Clara Chamber of Commerce and Convention-Visitors-Bureau is prepared
to provide the information the City has requested.

Position on Intention to Continue Management Role while the Management Fee is
Suspended

The suspension of the management fee is a precautionary measure albeit 2 mistake. The City
has paid the Chamber a management fee for decades. For many years it was $45,000 and in
recent years, was changed to 2% of total revenue. Under reservation of rights, in order to
prevent any damage that might occur to the local business community and current employees,
the Chamber will continue to manage the Convention Center despite the City’s actions, but the
management fee has been a substantial part of the parties’ agreement as evidenced by the actions
of the Chamber and the City for many years.

The Santa Clara Chamber of Commerce and Convention-Visitors Bureau appreciates the equally
beneficial partnership to manage the Santa Clara Convention Center and operate a Convention-
Visitors Bureau and looks forward to working with the consultant, TAP International, to perform
a financial and performance audit on the Santa Clara Convention Center and Convention-Visitors
Bureau.

Sincerely,

Nick Kaspar
President/CEO
Santa Clara Chamber of Commerce and Convention-Visitors Bureau
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To: Kaspar, Nick
Subject: Re: Advertisement Rate Sheet

Sorry for the delay Nick, was called into a meeting.

For nnmshissiistoinnn v ¢ can offer any of the pages but the front page and the back page. I can

offer you the following pricing:

For a full page - 10" wide x 21" tall Color:

Ix - $5,670

2x - $5,418 each

3x - $5,040 each

4x - $4,788 each

5x - $4,536 each

6x - $4,284 each

These prices are a pretty big discount off our rate card. I'm happy to be able to offer them to you.
Let me know what other information [ can provide.
Thanks,

R-

_ Retail Sales Manager | Advertising - Retail




Appendix M

g4 - Towe ' 4
ARAMARK Corporation &
SoUeEET WARAMARK DT e
5001 Great Amenica Pa
Santa Cl?ara. asuogﬂ Contract#: 99038206
Phone: (408) 748-7030
Fax: (408) 7467047 SANTA CLARA CHAMBER PAC
CUSTOMER EVENT INFORMATION |
Barbara Carlisle Event Dale: Thursday, April 12, 2012
1850 Warburton Ave Description: SC CHAMEER PAG - SIT DOWN BI
Santa Clara, CA 85050 Guest Count: 270
Phone: 408-380-1232 N
. Guaranfee Count: 270
Fax: 408-244-7830 ' )
Account Number: 8479003128 Salesperson: Melanie McCarthy
Event Status: Booked
Conltact Person: Barbara Carlisi
Contact Phone: 40B-380-1232
LOCATION AND TIMES
Lacation Satup Style Start Time End Time
Mission City MR123 Rounds of 10 7:30 am 9:00 am
EVENT TIMES
Doors Open: 7:30 am Service ngins.' 7:30 am
Program Begins: 8:00 am
WENU SELECTIONS
Name Quantity Price Total
== BIT DOWN BREAKFAST == 270 $18.50 $4,995.00

SERVED WATM IN BASKETS
wi Butter

--PRE-5ET—

Yogurt Partfait w/ Fresh Berries,
Granola, Drizzied Honay
(Served In Universal Wine Glass)

=PLATED MEAL-
~ Fritatta w/ Porfobello Mushrooms,

Chaase

= 2 Applewood Bacon Sirips

~ Homestyle Breakfast Potatoes
~ Baked Tomato

~ Chef Cholce Additional Gamish

-BEVERAGE SERVICE-

~ Peet's Certifled Organic Coffee
(2 individual carafes per labie)
~ Peet's Certified Organic Dacaf
{served upon request)

~ Peat's Hot Tea

(served upon request)

= 1 Pitcher of Crange Juice on Each
Table

Sating

{Please line basket wigold or red napkin

~Warm Cinnamon Rollls on Table Served

Spinach, Roasted Peppers and Gruyere

~ Pre-set lced Water in Glasses at Each

OTHER CHARGES —l
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EVENT CONTRACT

** SEE DIAGRAM FOR NUMBERS OF GUEST FOR
EACH TABLE: SOME TABLE WILL BE SETFOR 11
ATTENDEES

LINENS: WHITE (8PT) (2 PER TABLE)
NAPKINS: GOLDAND RED (PLEASE ALTERNATE PER
TABLE) FAN FOLD ON TABLE

HEAD TABLE: BLACK ON BLACK

AGENDA:

00 AM TO 7:30 AM - REGISTRATION IN MISSION
LOBBY

7:30 AM - OPEN DOORS - OFFER COFFEE TO ALL
GLESTSAND BEGIN SERVING MEALS AS GUESTS
ARE SEATED

T:45 AM TO 8:15 AM - CLEAR PLATES AND REFILL
ALL COFFEE THERMALS

8:00 AM - PROGRAM BEGINS

8:15 AM - STAFF TO QUIETLY CONTINUE CLEARING
AND DEPART FROM ROOM AS SOON AS POSSIBLE
8:15 AM TO 900 AM - 4 STAFF TO REMAIN IN ROOM
TC CONTINUE SERVICING GUESTS WITH FILLING
COFFEE THERMALS OR ANY OTHER REQUESTS .

SERVICE REQUIREMENTS:

- PRE-SET WATER GLASSES

- OFFER COFFEE SERVICE TO ALL GUESTS AS
THEY ARE SEATED

- 1 REGULAR COFFEE THERMAL AND 1 DECAF
THERMAL OM EACH TABLE

FRE-SET THE FOLLOWING:

- DRANGE JUICE PITCHER ON TABLES WITH JUICE
GLASSES

- 2 REGULAR COFFEE THERMALS ON EACH TABLE

-JUICE TO BE LABLED WITH SIGN ON EACH
TABLESERVE ENTREES AS GUESTS ARE SEATED,
DO NOT NEED TO WAIT FOR A TABLE TO FULLY BE
SEATED PRIOR TO SERVING OR CLEARING.

Contract#: 99038206
SANTA CLARA CHAMBER PAC
STAFFING PURCHASE MATERIALS
OUTSIDE SERVICES ROOM GHARGES =
[ SPECIAL INSTRUCTIONS BILLING
VIP CHAMBER EVENT R P
SPEAKER: JED YORK -' -
Sales Tax: 2404 51
SET-UP: Tex 2 (NA): .
- ARAMARK TO HAVE ALL THE TABLES FULLY SET Servioe Chg: 5000.00
BY 7:00 AM ; '
- ARAMARK TO SKIRT REGISTRATION TABLES IN ’ )
FOYER (BLACK ON BLACK) BY 6:00 AM ety Yy
SET-UP INCLUDES MRRORS WITH 3 BATTERY Total Crodits: $6,488.51
OPERATED VOTIVES PER TABLE Adjusted Total: 5
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City of

FOR IMMEDIATE RELEASE: Thursday, Sept. 20, 2018

CONTACT: Lenka Wright, Director of Communications, 408-615-5515 or
Iwright@santaclaraca.gov

Santa Clara Terminates Chamber of Commerce’s Contract for
the Operations of the Santa Clara Convention Center and
Prepared to Report Questionable Practices to State and

Federal Authorities for Further Investigation

City begins its own internal reforms to address audit findings showing City’s lack of
contract oversight

SANTA CLARA, Calif. — After the City Council took action this week to terminate the City's
management agreement for the operations of the Santa Clara Convention Center (Convention
Center), the City is now in the process of reporting questionable practices by the Santa Clara
Chamber of Commerce to state and federal authorities for review of potential violations of law.

The City’s swift actions were recommended by Principal Auditor Denise Callahan, TAP
International, to the City Council as part of the independent audit of the Convention Center and
Convention-Visitors Bureau under the Chamber’'s management.

The audit findings — which revealed the Chamber’s serious financial mismanagement,
guestionable accounting practices, self-dealing, conflicts of interest and misuse of government
resources as well as a lack of City contract oversight - were presented to the City Council at the
Tuesday, Sept. 18 meeting. The audit's recommendations state:

o Further legal analysis is heeded to determine if the Contractor (Chamber): (1) violated its
501(c)(6) tax exempt status when it provided full facility discounts to its members, and
(2) engaged in self-dealing when it used its personal or organizational relationships to
offer free use of publicly owned facilities, and allowed the Contractor's Board member to
assume SCCC (Convention Center) services without implementing a competitive bid.

* Investigation is needed by the California Fair Political Practices Commission (FPPC) to
determine if violation of state law occurred when the Contractor (Chamber) allowed the
Santa Clara Chamber Political Action Committee to use SCCC (Convention Center)
facilities free of rental charges.”

In advance of the Oct. 9 Council meeting, the City fully intends to report these issues to the
Internal Revenue Service (IRS) and the California Fair Political Practices Commission (FPPC)
concerning the audit’s findings. The City will share with the FPPC that the Chamber apparently
allowed for the illegal use of public assets for its Political Action Committee by subsidizing the
PAC's political fundraising activities and using CVB administrative resources to raise campaign
funds and participate in political activity. Prior to notifying the IRS, the City’s pulling in legal
experts on 501(c)(6) designation for a thorough review of the $2.8 million of full facility
discounts and findings of board members’ self-dealing activities, where their personal
businesses profited by the improper use of public assets. Meantime, the City continues to
assess what additional actions are necessary in alerting state and federal authorities regarding
potential ethical lapses in the Chamber’s mismanagement of the Convention Center.
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This week, the City already held two sessions of a newly developed contracts training that's
designed to assist staff in writing more effective contracts. The training also provides direct
procurement and contract management support. More training sessions will be rolled out to the
entire organization. The City's procurement and contract reform efforts include:

Adoption of overall administrative policies and purchasing training;
Recent involvement in proper surplus property sales;
Implementation of online bidding tool (coming soon) to enhance competitive bidding
process and process improvement for vendors bidding on City services and equipment;
o Development of emergency operations procurement guidelines; and
e Hiring of a seasoned procurement manager to ensure best practices in public sector
purchasing to increase transparency, maximize competition and equal treatment of all
participants in bidding process.

Read the Sept. 19 news release about the audit. For additional background, visit the City
website.

About the City of Santa Clara

Located at the heart of Silicon Valley about 45 miles south of San Francisco, the City of Santa Clara truly
is “The Center of What's Possible.” Incorporated in 1852, Santa Clara covers an area of 19.3 square
miles with a population of 120,000. Santa Clara is home to an extraordinary array of high-tech
companies, including Applied Materials, Hewlett-Packard, Intel, Nvidia, Oracle, and Ericsson. The City of
Santa Clara is also home to Santa Clara University, California’s Great America Theme Park, and Levi's®
Stadium, home of the San Francisco 49ers and Super Bowl 50. For more information, go to
www.SantaClaraCA.gov.

About TAP International

TAP International is a consulting firm that provides performance management evaluation has over 100
years of combined experience conducting performance audits. Principal Consultant Denise Callahan has
an extensive auditing background and has performed performance audits of other convention centers, as
well as compliance audits, internal audits and best practices reviews for federal, state and local
government agencies. Ms. Callahan has been a lecturer at the University of San Francisco and the
University of Southern California. She serves on the Audit Committee for the American Society for Public
Administration and has won awards for the quality of completed performance audits.

e



