
CITY OF COSTA MESA

REGULAR CITY COUNCIL AND HOUSING AUTHORITY*

Agenda

City Council Chambers
77 Fair Drive

5:00 PMTuesday, June 9, 2026

STUDY SESSION

The City Council meetings are presented in a hybrid format, both in-person at City Hall and  
virtually via Zoom Webinar. 

Closed Captioning is available via the Zoom option in English and Spanish.

Los subtítulos están disponibles a través de la opción Zoom en inglés y español.

TRANSLATION SERVICES AVAILABLE / SERVICIOS DE TRADUCCIÓN DISPONIBLE 
Please contact the City Clerk at (714) 754-5225 to request language interpreting services for 
City meetings. Notification at least 48 hours prior to the meeting will enable the City to make 
arrangements.

Favor de comunicarse con la Secretaria Municipal al (714) 754-5225 para solicitar servicios 
de interpretación de idioma para las juntas de la Ciudad. Se pide notificación por lo mínimo 
48 horas de anticipación, esto permite que la Ciudad haga los arreglos necesarios.

Members of the public can view the City Council meetings live on COSTA MESA TV 
(SPECTRUM CHANNEL 3 AND AT&T U-VERSE CHANNEL 99) or 
http://costamesa.granicus.com/player/camera/2?publish_id=10&redirect=true and online at 
youtube.com/costamesatv.
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Members of the public are welcome to speak during the meeting when the Mayor opens the 
floor for public comment. There is no need to register in advance or complete a comment 
card. When it's time to comment, line up at one of the two podiums in the room and wait for 
your turn. Each speaker will have up to 3 minutes (or as directed) to address the City Council. 

All attendees must remain seated while in the chamber until instructed by the Presiding 
Officer to approach and line up for public comment. To ensure safety and maintain order 
during the proceedings, standing or congregating in the aisles or foyer is strictly prohibited.

To maintain a respectful and orderly atmosphere during the meeting, attendees shall refrain 
from using horns or amplified speakers. Signs and props may be brought into the Chamber, 
provided they do not exceed 11 inches by 18 inches in size and do not hinder the visibility of 
other attendees. The possession of poles, sticks, or stakes is strictly prohibited.

Further information regarding the City's regulations on addressing the City Council and 
expected conduct during meetings are available at the following links.

Title 2: Administration 
§ 2-61: Conduct while addressing the council. 
https://ecode360.com/42609578 

Title 2: Administration 
§ 2-64: Disorderliness by members of the audience. 
https://ecode360.com/42609598

The public may participate via the Zoom option.

Zoom Webinar:
Please click the link below to join the webinar: 
https://us06web.zoom.us/j/82468678581?pwd=4nlRy0Su9aaV5aRvmOJFFt0Ay3RBnL.1
Or sign into Zoom.com and “Join a Meeting”
Enter Webinar ID: 824 6867 8581/ Password: 026594
• If Zoom is not already installed on your computer, click “Download & Run 
Zoom” on the launch page and press “Run” when prompted by your browser. If Zoom has 
previously been installed on your computer, please allow a few moments for the application to 
launch automatically. 
• Select “Join Audio via Computer.”  
• The virtual conference room will open. If you receive a message reading,
“Please wait for the host to start this meeting,” simply remain in the room until the meeting 
begins. 
• During the Public Comment Period, use the “raise hand” feature located in 
the participants’ window and wait for city staff to announce your name 
and unmute your line when it is your turn to speak. Comments are limited to 3 minutes, or as 
otherwise directed.
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Participate via telephone:
Call: 1 669 900 6833 Enter Webinar ID: 824 6867 8581/ Password: 026594
During the Public Comment Period, press *9 to "raise your hand" and to be added to the 
queue to speak and wait for city staff to announce your name/phone number and press *6 to 
unmute your line when it is your turn to speak. Comments are limited to 3 minutes, or as 
otherwise directed.

Note, if you have installed a zoom update, please restart your computer before participating in 
the meeting.

Additionally, members of the public who wish to make a written comment on a specific agenda 
item, may submit a written comment via email to the City Clerk at cityclerk@costamesaca.gov. 
Any written communications, photos, or other materials for copying and distribution to the City 
Council that are 10 pages or less, can be e-mailed to cityclerk@costamesaca.gov, submitted 
to the City Clerk’s Office on a flash drive, or mailed to the City Clerk’s Office. Note that 
records submitted by the public will not be redacted in any way and will be posted online as 
submitted, including any personal contact information. Comments received by 12:00 p.m. on 
the day of the meeting will be provided to the City Council, made available to the public, and 
will be part of the meeting record.

All pictures, PowerPoints, and videos submitted for display at a public meeting must be 
previously reviewed by staff to verify appropriateness for general audiences. No links to 
YouTube videos or other streaming services will be accepted, a direct video file will need to be 
emailed to staff prior to each meeting in order to minimize complications and to play the video 
without delay. The video must be one of the following formats, .mp4, .mov or .wmv. Only one 
file may be included per speaker for public comments, for both videos and pictures. Please 
e-mail to the City Clerk at cityclerk@costamesaca.gov NO LATER THAN 12:00 Noon on the 
date of the meeting. If you do not receive confirmation from the city prior to the meeting, 
please call the City Clerks office at 714-754-5225.

Items submitted for the overhead screen should be 1 page and provided to the City Clerk no 
later than 15 minutes prior to the start of the meeting.

Please know that it is important for the City to allow public participation at this meeting. If you 
are unable to participate in the meeting via the processes set forth above, please contact the 
City Clerk at (714) 754-5225 or cityclerk@costamesaca.gov and staff will attempt to 
accommodate you. While the City does not expect there to be any changes to the above 
process for participating in this meeting, if there is a change, the City will post the information 
as soon as possible to the City’s website.

Note regarding agenda-related documents provided to a majority of the City Council after 
distribution of the City Council agenda packet (GC §54957.5):  Any related documents 
provided to a majority of the City Council after distribution of the City Council Agenda Packets 
will be made available for public inspection. Such documents will be posted on the city’s 
website and will be available at the City Clerk's office, 77 Fair Drive, Costa Mesa, CA 92626.
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All cell phones and other electronic devices are to be turned off or set to vibrate. Members of 
the audience are requested to step outside the Council Chambers to conduct a phone 
conversation.

Free Wi-Fi is available in the Council Chambers during the meetings. The network username 
available is: CM_Council. The password is: cmcouncil1953.

As a LEED Gold Certified City, Costa Mesa is fully committed to environmental sustainability. 
A minimum number of hard copies of the agenda will be available in the Council Chambers. 
For your convenience, a binder of the entire agenda packet will be at the table in the foyer of 
the Council Chambers for viewing.  Agendas and reports can be viewed on the City website at 
https://costamesa.legistar.com/Calendar.aspx.  Las agendas y los informes se pueden ver en 
español en el sitio web de la Ciudad en 
https://www.costamesaca.gov/trending/current-agendas/spanish-city-council-agendas.

In compliance with the Americans with Disabilities Act, Assistive Listening headphones are 
available and can be checked out from the City Clerk. If you need special assistance to 
participate in this meeting, please contact the City Clerk at (714) 754-5225. Notification at 
least 48 hours prior to the meeting will enable the City to make reasonable arrangements to 
ensure accessibility to this meeting. [28 CFR 35.102.35.104 ADA Title II]. 

En conformidad con la Ley de Estadounidenses con Discapacidades (ADA), aparatos de 
asistencia están disponibles y podrán ser prestados notificando a la Secretaria Municipal. Si 
necesita asistencia especial para participar en esta junta, comuníquese con la oficina de la 
Secretaria Municipal al (714) 754-5225. Se pide dar notificación a la Ciudad por lo mínimo 48 
horas de anticipación para garantizar accesibilidad razonable a la junta.  [28 CFR 
35.102.35.104 ADA Title II].
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REGULAR STUDY SESSION MEETING OF THE CITY COUNCIL

JUNE 9, 2026 – 5:00 P.M.

JOHN STEPHENS 
        Mayor 

       MANUEL CHAVEZ                                    ANDREA MARR
 Mayor Pro Tem - District 4                    Council Member - District 3

      ARLIS REYNOLDS                                   LOREN GAMEROS
  Council Member - District 5                  Council Member - District 2

      
     JEFF PETTIS                                              MIKE BULEY

  Council Member - District 6                   Council Member - District 1

 KIMBERLY HALL BARLOW                    CECILIA GALLARDO-DALY
        City Attorney                                            City Manager

CALL TO ORDER

ROLL CALL

STUDY SESSION ITEM:

1. PROVIDE DIRECTION TO STAFF TO EXPLORE TWO CITY BALLOT 
INITIATIVES PERTAINING TO BUSINESS LICENSE REFORM AND 
TRANSIENT OCCUPANCY TAX

26-284

RECOMMENDATION:

Staff requests that the City Council provide direction during the Study Session 
on the placement of the measure(s) on November 3, 2026, ballot. 

1. Provide direction to staff regarding the placement of potential Business 
License Reform measure on the November 3, 2026, ballot.

2. Provide direction to staff regarding the placement of potential Transient 
Occupancy Tax (TOT) measure on the November 3, 2026, ballot. 

1. CMMC 9-9 Gross receipts

2. Travel Costa Mesa - TOT Impacts to Businesses

Attachments:

ADJOURNMENT
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CITY OF COSTA MESA

Agenda Report

77 Fair Drive
Costa Mesa, CA 92626

File #: 26-284 Meeting Date: 6/9/2026

TITLE:

PROVIDE DIRECTION TO STAFF TO EXPLORE TWO CITY BALLOT INITIATIVES PERTAINING
TO BUSINESS LICENSE REFORM AND TRANSIENT OCCUPANCY TAX

DEPARTMENT: FINANCE DEPARTMENT

PRESENTED BY: ANNA ACOSTA-REYES, FINANCE MANAGER

CONTACT INFORMATION: (714) 754-5219

RECOMMENDATION:

Staff requests that the City Council provide direction during the Study Session on the placement of
the measure(s) on November 3, 2026, ballot.

1. Provide direction to staff regarding the placement of potential Business License Reform
measure on the November 3, 2026, ballot.

2. Provide direction to staff regarding the placement of potential Transient Occupancy Tax (TOT)
measure on the November 3, 2026, ballot.

BACKGROUND:

At the December 2, 2025, City Council Meeting, the City Council voted to explore placement of two
potential ballot measures, a Business License Reform and/or a Transient Occupancy Tax (Hotel Tax)
increase on the November 3, 2026, ballot. The City Council’s direction came after the Finance and
Pension Advisory Committee (FiPAC) formally requested that the City Council authorize a
comprehensive review and analysis of both the Business License Tax and Transient Occupancy Tax
as sources of potential revenue for the City.

The City Council has identified long-term fiscal sustainability as a strategic priority and has discussed
opportunities to diversify and stabilize municipal revenue sources to maintain essential public
services and infrastructure. Rising costs associated with public safety, street and facility
maintenance, parks and recreation programs, technology investments, and general municipal
operations continue to place pressure on the City’s General Fund (Fund 101).

The City’s General Fund is comprised of various revenue sources: taxes, fees and charges for
service, licenses and permits, use of money and property, and other sources. Among the taxes
collected, the categories include property taxes, sales tax, transient occupancy taxes, and business
license taxes. These funds can be used for a wide range of city services, such as funding for public
safety, maintenance and repairs of roads, as well as capital improvement projects. If passed, the
potential ballot measures discussed below would provide additional revenue to the General Fund and
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meet the City Council’s identified goal of long-term fiscal sustainability.

Since the time City Council provided direction in December 2025, FiPAC and City staff have worked
to evaluate the type of Business License reform structure and/or Transient Occupancy Taxes (TOT)
and ascertain initial community feedback to determine interest for the Council’s consideration.

ANALYSIS:

Business License Tax (Business Tax)

Costa Mesa’s Existing Business License Tax

The City first adopted a Business License Tax by establishing section 9-1 of the Municipal Code
(CMMC) in April 1985. Per CMMC section 9-1, every person conducting, carrying on, or engaging in
any business shall pay a business tax to the City as hereinafter set forth. Costa Mesa collects
business license taxes based on gross receipts, which is a commonly used methodology.

Currently, gross receipts are defined by CMMC section 9-9 (Attachment 1) as:

The total amount actually received or receivable from all sales; the total amount of
compensation actually received or receivable for the performance of any act or service, of
whatever nature it may be, for which a charge is made or credit allowed, whether or not such
act or service is done as part of or in connection with the sale of materials, goods, wares or
merchandise; and gains realized from trading in stocks or bonds, interest discounts, rents,
royalties, fees, commissions, dividends or other emoluments, however designated.

Business taxes are a fixed amount per gross receipt level and range from $0 for businesses that
generate $1,000 or less in gross receipts to a maximum tax of $200 for businesses that generate
$500,000 or greater in gross receipts. Per CMMC section 9-25, the current rate is as follows:

Table 1: Current Business License Tax

The Business License rate structure has not been amended or modified in over four decades, hence
FiPAC and City Council interest in exploring reform options. The current structure may not fully reflect
today’s business environment, economic conditions, or the costs associated with providing municipal
services that support the local business community.

Surrounding Jurisdictions

Surrounding cities vary in the application and formula for determining their Business License rates.
Some cities use gross-receipts and others use the number of employees in applying a business
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license rate, as Table 2 and Table 3 below show.

For surrounding cities that use retail gross receipts to determine their Business License rate, Costa
Mesa is competitive for small businesses that generate $100,000 or less for gross receipts -
providing a low amount of $0, $25, and $45.

For mid-sized businesses that generate over $100,000 and up to $1 million in gross receipts, Costa
Mesa is below or comparable to the rate of surrounding cities.

For large and very large businesses that generate over $3 million in gross receipts, Costa Mesa is
well behind the rate compared to surrounding cities. For example, a business with $3 million gross
receipts in Anaheim is paying more than double a Business License rate than a similar business in
Costa Mesa. A business with $10 million gross receipts in Anaheim is paying more than ten times the
Business License rate than a similar business in Costa Mesa, while a similar business in Santa Ana
is paying more than thirty times Costa Mesa’s rate.

Table 2: Surrounding Cities Business License Tax (Gross Receipts)

In comparison to gross receipts, some surrounding cities use a per-employee rate to calculate the
appropriate Business License Tax.

Table 3: Surrounding Cities Business License Tax (Per Employee)

FiPAC Recommendations

On April 8, 2026, FiPAC recommended that staff evaluate Business License reform utilizing gross
receipts and requested additional rates and structures from staff. On April 16, 2026, FiPAC
recommended that City Council consider the following for the Business License Reform:

· Establish a minimum and a maximum flat-fee rate;

· Apply Consumer Price Index (CPI) adjustments to both the rate and the established minimum
and maximum flat-fee amounts;
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· Ensure the structure is competitive with neighboring cities;

· Define “gross receipts” for consistent application; and

· Maintain a simple and easy-to-administer structure.

Impacts of a Potential Ballot Measure

Based on FiPAC’s recommendations, staff has assessed a business license reform rate model of:

· $0.60 per $1,000 in gross receipts

· a minimum rate of $25

· a maximum rate limit of $15,000

Staff is recommending the following table as the proposed business license structure:

Table 4: Current and Potential Ballot Measure Business License Tax

The proposed business license rate structure is designed to minimize impacts on smaller businesses,
while ensuring a more equitable contribution from larger businesses. Under the proposed business
license reform structure, small businesses with gross receipts ranging from $0 to $49,999 annually
would be subject to the minimum annual rate of $25. For businesses with gross receipts of $50,000
or greater annually, the proposed rate would be assessed at $0.60 per $1,000 of gross receipts.
Businesses with gross receipts of less than $250,000 annually would generally experience only a
modest increase in their annual business license rate. Businesses with gross receipts exceeding
$500,000 would experience a greater impact under the proposed rate structure. To limit the burden
on the City’s largest businesses, the proposed business license structure includes a maximum
annual business license rate of $15,000. This limit would apply to businesses with gross receipts
exceeding $25 million, ensuring that the rate remains predictable and does not increase beyond the
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established maximum threshold.

Based on $0.60 per $1,000 of gross receipts rate model, the City is estimated to generate
approximately $6 million in annual revenue, an increase of $5 million above the current $200 cap
model. The total amount of additional revenue generated from this ballot measure would be
contingent upon the extent and structure of the increases from current levels.

City Council Considerations

The following are factors for City Council in considering a potential Business License Reform ballot
measure:

· Establishing a minimum Business License rate

· Establishing a maximum Business License rate limit

· Applying Consumer Price Index (CPI)

· Business License rate structure - $0.60 for $1,000 in gross receipts is proposed by staff, but
the Council may want to explore an alternative that would generate less or more potential
revenue

Transient Occupancy Tax (TOT or Hotel Tax)

Costa Mesa’s Existing TOT

The City’s first TOT went into effect in 1978 at a rate of 6%. In 2010, the City Council approved a
ballot measure to increase TOT from 6% to 8%, which was approved by the voters in November
2010.

Per CMMC section 16-68, for the privilege of occupancy in any hotel or motel, each transient is
subject to and shall pay a tax in the amount of 8% of the rent charged by the operator. The tax
constitutes a debt owed by the transient to the City, which is extinguished only by payment to the
operator or to the City. The transient pays the tax to the hotel or motel operator at the time the rent is
paid. Each operator must file, on or before the last day of the month following the close of each
calendar quarter or of such different reporting period as may be established by the Finance
Department, a return to the Finance Department on forms provided by it, the total rents charged and
received, the amount of tax collected for transient occupancies, and other information as reasonably
required by the Finance Department. At the time the return is filed, the full amount of the tax collected
is to be remitted to the Finance Department.

The City’s existing TOT does not include any revenues from short-term rentals (STRs), as these have
been prohibited in Costa Mesa since 2020. The City adopted an interim ordinance on November 10,
2020, and a permanent urgency ordinance on November 2, 2021. However, short-term rentals that
engage in home-sharing are permitted, which is still in effect today. Those home-sharing short-term
rentals would be subject to the TOT but are not currently being collected.

Surrounding Jurisdictions

The City of Costa Mesa’s existing TOT rate is among the lowest throughout Orange County cities.
Among neighboring cities, Costa Mesa and Irvine have the lowest TOT rate at 8%.
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Table 5: Orange County Cities TOT Rate

FiPAC Recommendations

On March 18, 2026, FiPAC recommended an increase of TOT with a maximum of 3 percentage
points, with flexibility for Council to determine allocation. The Committee emphasized providing
general policy guidance rather than a specific rate, with consideration for market competitiveness,
restraint, and coordination with any potential Business Improvement Area (BIA) adjustments.

Impacts of a Potential Ballot Measure

Based on the recommendation from FiPAC, the projected revenue from the potential ballot measure
to increase the TOT rate would be as follows. The City is estimated to generate an additional $1
million in revenue from Transient Occupancy Tax (Hotel Tax) for every additional percentage point
above the current 8% rate. Under this proposal, a 3% increase to the TOT is estimated to generate
approximately $3 million in additional revenue.

Table 6: Estimated Revenue Per TOT Rate Increase

Page 6 of 9

11



File #: 26-284 Meeting Date: 6/9/2026

City Council Considerations

In determining a potential Transient Occupancy Tax ballot measure, the City Council may consider
the following:

· The appropriate TOT rate increase

· The 3% BIA rate in conjunction with any potential increase

Ballot Measure Viability

The City contracted with FM3 Research on a community survey to determine initial interest in
Business License Reform and a TOT increase. Community feedback was ascertained among likely
voters in the City. Initial results of the community feedback will be provided by FM3 Research at the
study session.

Outreach and Information

The City has held preliminary meetings with some key stakeholders to provide information on the
ballot measures under consideration and answer any questions.

Business License Tax

· City staff met with representatives of South Coast Plaza, South Coast Metro Alliance, The Lab
and The Camp to provide information about the potential business license reform ballot
measure and to receive feedback .

Transient Occupancy Tax

· On Wednesday, March 18, Travel Costa Mesa presented to FiPAC on its role in tourism
promotion, BIA funding structure, performance metrics and economic impact to of tourism,
noting recent challenges affecting revenues such as staffing hotel conditions, and increased
competition.

· On May 28, City staff held a meeting with local hotels and motels in the City to discuss the
potential ballot measures, answer any questions and receive feedback. Various owners and
general managers attended and expressed their concerns about being competitive with
surrounding cities, particularly due to "all-in-pricing" potentially pricing out customers who are
price-conscious, which are the primary demographic of Costa Mesa hotel guests. Others
raised concerns about postponing the measure or phasing the measure to be more cautious in
the City's approach to gaining more revenue. The hoteliers also recommended that if the TOT
measure were to proceed to the ballot and be approved, that the Council consider using some
of the revenue resulting from the TOT increase to support hotel marketing. The hoteliers were
invited to attend the June 9 Study Session to provide further input to the City Council.

· At the May 28 meeting with local hotels and motels, Travel Costa Mesa presented information
about the impacts of increasing TOT to the members of their BIA, comprised of 10 hotels in
Costa Mesa (Attachment 2).

Next Steps

The final filing date for the City Clerk to file ballot measures for an election in November with the
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The final filing date for the City Clerk to file ballot measures for an election in November with the
Orange County Registrar of Voters (ROV) is Friday, August 7, 2026. The ROV is recommending the
City adopt resolutions placing any measures on the November 3, 2026 ballot at the July 21, 2026,
City Council meeting. This will allow time for direct and rebuttal arguments and allow the placement
of the full text of the measure in the Voter Information Guide.

Public Education

If the City Council provides direction to continue with placing a measure(s) on the ballot, the City will
engage a consultant to provide public education regarding the measure(s). Public education will
focus on providing information about the measure(s) and the impacts to the City, with or without the
proposed increases.

Staff is seeking direction regarding the two potential ballot measures for placement on November 3,
2026, ballot. At the July 21, 2026, meeting, the City Council may vote to place one, both or no ballot
measures on the November 3, 2026, ballot.

ALTERNATIVES:

The City Council may provide alternative recommendations to placing either or both the Business
License Tax or Transient Occupancy Tax on the November ballot.

FISCAL REVIEW:

The fiscal impact of placing the two tax measures on the November ballot is estimated at $25,000 to
$35,000. The funding for the ballot measures is included in the FY 2026-27 Adopted Budget in the
City Manager’s Department in the General Fund (Fund 101). Additional funding for public education
and consulting related to the ballot measures is included in the General Fund (Fund 101) budget.

As discussed above, the total amount of additional revenue generated from these two tax ballot
measures would be contingent upon the extent and structure of the increases from current levels.

Business License Tax

Under the business license tax rate model of $0.60 per $1,000 in gross receipts, the City is estimated
to generate an additional $5 million in revenue to the General Fund.

Transient Occupancy Tax

The City is estimated to generate an additional $1 million in revenue from Transient Occupancy Tax
for every additional percentage point above the current 8% rate. Under this proposal, a 3% increase
to the TOT is estimated to generate approximately $3 million in additional revenue to the General
Fund.

LEGAL REVIEW:

The City Attorney’s Office has reviewed the report and approves it as to form.

CITY COUNCIL GOALS AND PRIORITIES:

This item supports the following City Council Goals:
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· Achieve Long-Term Fiscal Sustainability

CONCLUSION:

Staff requests the City Council provide direction during the Study Session regarding whether to place
one or both potential ballot measures, the Business License Reform and the Transient Occupancy
Tax, on the November 3, 2026 ballot. This direction will allow staff to proceed with required election
preparation timelines, bring forth an action for Council consideration on July 21, 2026, and ensure
that any measure the City Council chooses to advance is presented to voters with accurate, complete
and timely information.
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§ 9-9. Gross receipts.

The term "gross receipts" as used in this title shall mean the gross receipts of the fiscal 
year for which the tax is due and is defined as follows: The total amount actually 
received or receivable from all sales; the total amount of compensation actually received 
or receivable for the performance of any act or service, of whatever nature it may be, 
for which a charge is made or credit allowed, whether or not such act or service is done 
as part of or in connection with the sale of materials, goods, wares or merchandise; 
and gains realized from trading in stocks or bonds, interest discounts, rents, royalties, 
fees, commissions, dividends or other emoluments, however designated. Included in 
"gross receipts" shall be all receipts, cash, credits and property of any kind or nature, 
without any deduction therefrom on account of the cost of the property sold, the cost of 
materials used, labor or service costs, interest paid or payable, or losses or other expenses 
whatsoever, except that the following shall be excluded therefrom: 

(Ord. No. 85-8, § 3, 4-1-85) 

(a) Cash discounts allowed and taken on sales.

(b) Credit allowed on property accepted as part of the purchase price and which
property may later be sold, at which time the sales price shall be included as "gross
receipts."

(c) Any tax required by law to be included in or added to the purchase price and
collected from the consumer or purchaser.

(d) Such part of the sales price of property returned by purchasers upon rescission of a
contract of sale as is refunded either in cash or by credit.

(e) Receipts of refundable deposits, except that such deposits when forfeited and taken
into income of the business shall not be excluded.

(f) Amounts collected for others where the business is acting as an agent or trustee to
the extent that such amounts are paid to those for whom collected. This exclusion
shall not apply to any fees, percentages, or other payments retained by the agent or
trustee.

(g) Cash value of sales, trades or transactions between departments or units of the same
business.

As to any person engaged in the business of operating an administrative headquarters or 
of retailing, wholesaling, manufacturing or processing any goods, wares, merchandise, 
article or commodity at a fixed place of business within the city which does not generate 
gross receipts as defined herein within the city, gross receipts shall be deemed to 
include the total of all expenses incurred in the retailing, wholesaling, manufacturing or 
processing of such goods at the business location within the city for payroll, utilities, 
depreciation, and/or rent. 

City of Costa Mesa, CA Attachment 1
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HERE
SUBHEAD GOES HERE

TOT IMPACTS 
TO BUSINESS

Risks to Consider

Attachment 2
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• Taxes compound across room blocks & multi-night stays for group business, conferences, & tournaments

• Guests consider total costs-including parking, resort fees & taxes-additional tax increases overall expenses

• Destinations are chosen for affordability; travelers seek alternatives, shifting tax revenue to nearby cities  
• Limited-service/midscale hotels compete mainly on price  

• Planners/repeat visitors can create long-term competitive loss by establishing new booking patterns  

• Higher lodging costs hit harder during economic uncertainty/inflation  

• OTAs let consumers compare total stay costs, highlighting tax differences  

• Fewer visitors reduce revenue beyond TOT (sales tax, restaurant, retail)  

• Employment in hotels and related food, event, and retail services is affected

Anticipated increase in TOT revenue may not fully materialize due to reduced room-night demand. The industry 
faces rising labor, insurance, utility, and operating costs; additional tax burdens may further pressure 

margins/staffing decisions. 

IMPACTS TO INCREASING TOT 
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TOT TAX IMPACTS 
GROUP BUSINESS

*Average 
Daily Rate

Group 
Revenue 

Without Tax

Current Taxes 
  

    (8% TOT, 3% 
BIA)

+1% Point 

(9% TOT,  3% BIA)

+2% Point 

(10% TOT, 3% BIA)

+3% Point 

(11% TOT, 3% BIA)

Average 
**Group Size 
259 rooms

$194.85 $50,466.15 $5,551.28 TAX
TOTAL Cost of 

Program $56,017.43

$6,055.94 TAX
TOTAL Cost of 

Program
$56,522.09 

$6,560.60 TAX
TOTAL Cost of 

Program $57,026.75 

$7,065.26 Tax
TOTAL Cost of Program 

$57,531.41 

*YTD through April 2026 
**IDSS group room size reflects that of TCM’s Destination Sales Executive Only 
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TOT TAX IMPACTS 
ON HOTEL SEGMENTS 

OF BUSINESS
*Average 

Daily 
Rate

Current Taxes   
11%    

(8% TOT, 3% BIA)

+1% Point 
12%

(9% TOT,  3% BIA)

+2% Point 
13%

(10% TOT, 3% BIA)

+3% Point 
14%

(11% TOT, 3% BIA)

Transient $185.25 $205.63 $207.48 $209.33 $211.19

Group $194.85 $216.28 $218.23 $220.18 $222.13

Contract $129.53 $143.78 $145.07 $146.31 $147.66

*YTD through April 2026
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5

City/DMO TOT % TBID % Comments
Anaheim 15 2.0

Buena Park 12 2.0 $500k from city to operate Visit Buena Park

Costa Mesa 8 3.0 BIA

Dana Point 10 Revised in 2025
• 1.5 on rooms over 190
• 1 on <190 rooms

2.5% & 1.5% increase in year 3

Garden Grove 14.5 2.5

HB 10 6.0

Irvine 8 2.0

Laguna Beach 12 2.0

Newport Beach 10 5.0 (MAP)
+
23 of TOT

• 23% of funds from TOT goes to online 
marketing

• 5% Meetings Assessment Partnership (MAP) 
10-year agreement

Santa Ana 11 2.0
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