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ATTACHMENT 2

Fairview Park Master Plan Update Recommendations

Rec. Consultant Team Rec. Fairview Park Steering Parks and Community Services  |Location referenced in the |[Present in existing Master
# (June 2024) Committee Rec. (Oct. 2024). Commission Rec. (Oct. 2025) Oct. 2025 Draft Plan (revised 2008)
Include language to adhere trails plan to Yes, described in graphic master
Provide clearly defined trails and establish a City’s adopted Active Transportation Plan plan and environmental
1 trail system for the park. As-is. and south bluff stairs. Pages 11, 64, 75-76 documentation.
Adopt design standards for the designated As-is.
trail system, including widths, materials, and
2 designated modes of travel by trail type. As-is. Pages 75-76, 96-99 Yes.
Partially. Habitat restoration
opportunities are described
. generally in the high value
Finalize and adopt the habitat restoration As-is. conservation areas including the
and enhancement opportunities technical vernal pools and associated
3] report for Fairview Park. As-is. Appendix C, Pages 78-85 grasslands.
Establish functional and pedestrian
Establish a boardwalk or similar pedestrian |pathways allowing for pedestrian access in
pathway allowing for pedestrian access in both wet and dry seasons for approved
both wet and dry seasons from the north end|trails (see Rec 1), including from the north
of Pacific Avenue to the north end of Canyon |end of Pacific Avenue to the north end of = [AS-is- Yes, partially. Seasonal ponding and
Drive. The pathway shall be planned and Canyon Drive. The pathway shall be drainage issues are described
designed in a manner that protects the planned and designed in a manner that generally in the area, and potential
integrity of the vernal pools and the vernal  [protects the integrity of the vernal pools improvements are discussed to
4 pool watersheds. and the vernal pool watersheds. Pages 76, 82, 98 maintain use/access.
Provide for long-term preservation of the Yes, partially. Fencing and other
vernal pools and their associated watersheds physical protective barriers are
using suitable fencing, interpretive displays, As-is. described in the 2008 master plan
and the removal of unauthorized user- and adopted as mitigation measures
defined trails that have formed through the Page 69, 75,81-82, 85, 96, Appendix |in CEQA environmental
5] vernal pool watersheds. As-is. B i
Relocate the fly field activity currently
located within the vernal pool watershed,
due to detrimental impacts to sensitive Relocate the fly field activity currently
biological resources associated with the located within the vernal pool watershed The 2008 Master Plan does not use
activity and required maintenance of the fly |to outside Fairview Park, due to the term "fly field", but refers to the
field. Staff is working with the model flying  |detrimental impacts to sensitive biological "silent flyer launch/land site", which
club to identify potential alternative flying resources associated with the activity and |As is. Revise to exploring outside of is to be adjacent to the restroom
6 sites for the activity. required v e of the fly field. Fairview Park. (3-2) Page 69, Appendix B facility in the lawn area.
Yes. Fill removal and native plant
revegetation are identified in 2008
Revegetate and restore excessive areas of As-is. Master Plan and are adopted as a
barren ground and exposed soil using mitigation measure in the CEQA
7 | lly appropriate native vegetation.  |As-is. Pages 50, 102 d i
Provide for a potential native plant growing
space on the east side of Fairview Park in a
location that avoids impacts to native As-is.
habitat. The growing space shall be planned
and designed in consultation with a qualified
8 restoration ecologist. As-is. Pages 11, 100, 102 No.
Provide for improved and updated signage
and interpretive materials to highlight the Add multi-language content, accessibility,
exceptional conservation value of the site, all ages, ?nd diversity of cultural Yes, partially. Interpretive
and the importance of local and global perspectives. Pages 12, 18, 55, 64, 67, 69, 73, 77, |opportunities are described in the
9 biodiversity preservation. As-is. 100 2008 Master Plan.
Utilize the site to enhance community
education about the nexus between human [Utilize the site to enhance community
mental and physical health, and ecological ~ |education about the nexus between (1)  [Asis
health and conservation of natural open human health and (2) ecological health Yes, this theme is discussed partially
10 spaces. and conservation of natural open spaces. Pages 77, 99 in the 2008 plan.
Provide for improved and updated signage
and interpretive materials to highlight the
cultural history of the site, indigenous As is Yes, partially. Interpretive
ecology, and to recognize the site’s opportunities are described in the
11 significance to tribal communities. As-is. Pages 12, 55, 58, 64, 69, 73, 77, 100 {2008 Master Plan.
Provide for an on-site maintenance and
storage facility, or designated area on the
east side for efficient storage and use of As is
Fairview Park restoration tools and Yes, partially. A museum/multi-
equipment, and to support the operations of purpose building is shown on the
12 the native plant growing space. As-is. Pages 100, 102 east side of Placentia Ave.
Yes, fill removal is recognized in the
Continue the current Master Plan 2008 Master Plan, which calls for the
recommendation that calls for the removal City to prepare a phasing plan to
of unsuitable fill material (imported fill Asis remove the unsuitable fill in a
Continue the current Master Plan material placed on the Mesa in the late manner that protects the vernal
r ion that calls for v i fill |1980s), protection of culturally sensitive pools, sensitive biological resources,
removal and restoration of the Fairview Park |resources, and habitat restoration of the Pages 11, 56, 65, 69, 71-72, 82, 87, |and prevents damage to the cultural
13 mesa. Fairview Park mesa. 100, 102, Appendix C resources site.
Continue the current Master Plan
Continue the current Master Plan recommendation that calls for stabilization |, o ;o
recommendation that calls for stabilization |and habitat restoration of the Fairview
and restoration Park west bluffs to protect natural
14 of the Fairview Park west bluffs. resources and public safety. Pages 64, 71, 83, 88-89, Appendix C |Yes.
Continue the operation of the model train __|Continue the operation of the model train
railroad facilities, and integrate railroad facilities, and integrate
environmental interpretive content and environmental interpretive content and
ecological enhancements along the model ecological enhancements along the model |As is
train network to provide educational train network to provide educational
opportunities to the youth while onboard opportunities to all ages while onboard
15 the model train circuit. the model train circuit. Pages 3, 57,59, 67, 73 Yes.
Develop and adopt the Maintenance,
Adopt the Maintenance, Operations, and Operations, and Management Plan for Broaden scope to address public safety,
Management Plan for Fairview Park, Fairview Park, including the Invasive Plant |enforcement with adequate staffing
including the Invasive Species Mar Species Mar Plan for Fairview resources and/or technology. No. No O&M plan was prepared at
16 Plan for Fairview Park. Park. Pages 81-86, Appendix C the time of the 2008 Master Plan.
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Rec. Fairview Park Steering Committee|Parks and Community Services  [Location referenced in the |Present in existing Master
# Consultant Team Rec. Rec. Commission Rec. Oct. 2025 Draft Plan (revised 2008)
Continue to build community partnerships  [Continue to build partnerships with
with local organizations invested in organizations invested in environmental
environmental conservation, and expand conservation, and expand opportunities to |As is.
opportunities to participate in community-  [participate in community-based
based restoration, stewardship, and nature- [restoration, stewardship, and nature-
17 based educational activities. based educational activities. Page 64, 77 Yes, partially.
Provide continuing opportunities for tribal ) ) L .
coordination and participation in the Re\{lse to |nc\ud‘e pémclpatlon |n.publ.|c
implementation of the Updated Fairview facing co‘mmumcatlons around historical
18 Park Master Plan. As-is. storytelling. Pages 10-11, 39-40, 82, Appendix D [No.
Provide ADA-accessible pathway(s) from
Provide an ADA-accessible pathway from the |the main parking lot to the existing paved .
main parking ot to the existing paved multi- |multipurpose path west of the main fsis.
19 purpose path west of the main parking lot. |parking lot. Pages 96, 98 No.
Provide a service and emergency vehicular  |Provide an emergency and service
access point into the park from Pacific vehicular access point into the park from
Avenue, to be accessible only by authorized |Pacific Avenue. Develop protocol As is. Partially. 2008 Master Plan calls for a
public safety vehicles and maintenance guidelines for vehicular use of this access small parking lot at the northern
20 vehicles. point. Page 75, 96 terminus of Pacific Ave.
Partially. The 2008 Master Plan
Provide for the incorporation of a central As is. reflects multiple small interpretive
21 interpretive area. As-is. Page 99-102 areas in the park.
Incorporate viewing platforms and scenic
viewpoint features to enhance .
environmental interpretive opportunities Ass.
22 while preserving sensitive features. As-is. Page 82 Yes.
Partially. The 2008 Master Plan
Incorporate nature play elements As is shows a small play area on the south
Incorporate a nature play area near the throughout the park and a nature play end of the park near Canyon Drive,
23 central interpretive area. area within the existing lawn area. Page 11, 64, 81, 99, 102 but not in the lawn area.
Incorporate a native pollinator area to
attract butterflies and other pollinators. The .
native pollinator area would replace the As is No. The 2008 Master Plan shows a
ornamental vegetation including invasive small play area on the south end of
24 species currently located in the planter area. |As-is. Pages 68, 100 the park.
Modify and refine the name of the
Fairview Park site to a more nature-
oriented name, such as “Fairview Nature
Park” to reflect the site’s exceptional As is
Based on community input - consider natural resources, significant conservation
renaming the site to reflect the site's natural |value, and lasting legacy as Costa Mesa’s
25 and cultural resources. premier natural open space asset. N/A No.
Request City Council to consider the
impact of Measure AA and the possibility
that elements of the Master Plan Update
may need a public vote.
26

Note: On October 15, 2025 the Fairview Park Steering Committee reviewed the Fairview Park Master Plan Draft. Discussion ensued with no formal vote and/or r

verbally re-emphasized their recommendation that Fairview Park should be renamed and that the fly field should be relocated out of Fairview Park.

ion changes. The C

395



77 Fair Drive

CITY OF COSTA MESA Costa Mesa, CA 92626
Agenda Report

File #: 25-603 Meeting Date: 12/2/2025

TITLE:

AMENDMENT TO MEMORANDUM OF UNDERSTANDING WITH THE CITY OF NEWPORT BEACH
FOR USE OF BEDS AT THE COSTA MESA BRIDGE SHELTER

DEPARTMENT: CITY MANAGER
PRESENTED BY: NATE ROBBINS, NEIGHBORHOOD IMPROVEMENT MANAGER
CONTACT INFORMATION: NATE ROBBINS, 714-754-5274

RECOMMENDATION:

Approve Amendment No. 2 (Attachment 1) to the Memorandum of Understanding with the City of
Newport Beach, reducing their allocation of beds at the Costa Mesa Bridge Shelter from twenty-five
(25) to twenty (20) and adjusting their associated costs, accordingly.

BACKGROUND:

On December 15, 2020, the City of Costa Mesa (City) entered into a Memorandum of Understanding
(MOU) with the City of Newport Beach for the provision of emergency shelter beds at the Costa Mesa
Bridge Shelter (Shelter) located at 3175 Airway Ave, Costa Mesa. The MOU provided Newport Beach
with exclusive rights to twenty (20) beds for use by its residents. In exchange for the exclusive use of
these beds, Newport Beach agreed to pay the City $50,000 per bed, for an annual cost of
$1,000,000.

On July 1, 2023, the City executed Amendment No. 1 to the MOU, increasing Newport Beach'’s
allocation of beds from twenty (20) to twenty-five (25). The cost of the original twenty (20) beds
remained at $50,000 each; however, the cost of the five (5) additional beds increased to $55,000
each, or $275,000 annually. Combined, Newport Beach’s annual cost for use of up to twenty-five (25)
beds was $1,275,000. Further, Amendment No. 1 afforded Newport Beach the right to use up to five
(5) additional beds, as available, for a cost of $155 per bed, per day.

Both the MOU and Amendment No.1 included provisions for annual cost increases based on the
percentage increase in the Consumer Price Index (CPIl) for the preceding twelve-month period.
Currently, based on these CPI adjustments, Newport Beach’s total annual cost for use of up to twenty
-five (25) beds is $1,359,219, which is $54,369 per bed, per year, or $148.96 per bed, per day.

The City of Newport Beach desires to reduce its allocation of beds from twenty-five (25) to twenty
(20), while maintaining its ability to utilize up to five (5) additional beds, as available. Newport
Beach'’s bed utilization has been trending down over the past 12 months, with its average occupancy
over the past 60 days at 15-17 beds.

Page 1 of 3
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ANALYSIS:
Bridge Shelter Operational Expenses

The City of Costa Mesa conducted an analysis to determine the City’s total annual cost to operate
the Bridge Shelter. The “Cost Per Bed Analysis” (Attachment 2) concluded that the Shelter’s total
annual operating cost is $5,056,975, which is $59,494 per bed, per year, and $163 per bed, per day.
The annual cost per bed is calculated by dividing the total annual cost by eighty-five (85) beds, rather
than the Shelter’'s maximum capacity of one hundred (100) beds, as the Orange County Health Care
Agency (OCHCA) reimburses the City for 100% of the operational costs to provide fifteen (15)
behavioral health beds through the Behavioral Health Bridge Housing Program. The cost per bed,
per day is calculated by dividing the annual cost per bed of $59,4949 by 365 days.

Impact of Newport Beach’s Reduction in Beds

With respect to the updated figures outlined in the Cost Per Bed Analysis, reducing Newport Beach’s
bed allocation from twenty-five (25) to twenty (20) will decrease their total Fiscal Year 2025-26 cost
from $1,359,219 to $1,200,182, a reduction of $159,037. However, the cost to utilize up to five (5)
additional beds, as available, will increase from $148.96 per bed, per day to $163 per bed, per day.

Term of the MOU

Amendment No. 2 will bifurcate the term of the MOU into two (2) parts: the Initial Term and the
Secondary Term. The Initial Term will commence upon execution of Amendment No. 2 and expire on
June 30, 2026. The Initial Term provides Newport Beach exclusive use of up to twenty (20) beds at
the Bridge Shelter at an annual cost of $59,494 per bed, as well as use of up to five (5) additional
beds, as available, at a cost of $163 per bed, per day.

The Secondary Term will begin on July 1, 2026, and expire on December 31, 2026. Upon
commencement of the Secondary Term, Newport Beach will no longer have exclusive access to beds
at the Bridge Shelter but will have continued access to Shelter beds, as available, at a cost per day to
be determined. In 2026, the City will begin new contracts with a Kitchen Operator and Shelter
Operator, which may result in a per diem increase.

Upon expiration of the Secondary Term, Newport Beach will no longer have access to beds at the
Bridge Shelter. Prior to termination of the MOU, City staff will make every effort to relocate Newport
Beach clients to alternative housing options. Clients unable to be relocated, if any, will be transported
back to Newport Beach.

ALTERNATIVES:

The current MOU with Newport Beach expires on December 16, 2025. The City Council can deny the
recommendation, allow the MOU to expire, and direct staff to coordinate with Newport Beach to
immediately relocate their residents currently residing in the Shelter.

Alternatively, the Council can direct staff to update Amendment No. 2 to allow Newport Beach
exclusive access to Shelter beds beyond the expiration of the Initial Term on June 30, 2026.

Page 2 of 3
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FISCAL REVIEW:

The Fiscal Year 2025-26 impact for reducing Newport Beach’s bed allocation from twenty-five (25) to
twenty (20) will decrease their total annual cost from $1,359,219 to $1,200,182, a net decrease of
$159,037 to the Housing Authority Fund (Fund 222).

LEGAL REVIEW:

The City Attorney has approved Amendment No. 2 as to form.
CITY COUNCIL GOALS AND PRIORITIES:

Diversify, stabilize and increase housing to reflect community needs.
Strengthen the public’s safety and improve the quality of life.
CONCLUSION:

Staff recommends the City Council approve Amendment No. 2 to the Memorandum of Understanding
with the City of Newport Beach, reducing their allocation of beds at the Costa Mesa Bridge Shelter
from twenty-five (25) to twenty (20) and adjusting their associated costs, accordingly.

Page 3 of 3
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ATTACHMENT 1

AMENDMENT NO. TWO TO
MEMORANDUM OF UNDERSTANDING
BETWEEN THE CITY OF COSTA MESA AND
THE CITY OF NEWPORT BEACH

This AMENDMENT NO. TWO TO MEMORANDUM OF UNDERSTANDING
(“Amendment No. Two”) is dated as of December 2, 2025 (“Effect Date of Amendment
No. Two”), and entered into by and among the City of Costa Mesa, a municipal
corporation organized and existing under California law (“Costa Mesa”) and the City of
Newport Beach, which is a California charter city (“Newport Beach”), (cumulatively the
“Parties,” and at times individually a “Party”), with reference to and in consideration of
the following:

RECITALS

A. On December 15, 2020, Newport Beach and Costa Mesa entered into a
Memorandum of Understanding (“Agreement”) for the provision of temporary
housing, and the provision of certain services to individuals experiencing
homelessness located within the boundaries of the Parties at the property located
at 3175 Airway Avenue, in the City of Costa Mesa (“Property”);

B. On July 1, 2023, Newport Beach and Costa Mesa executed Amendment No. One,
amending certain aspects of the Agreement;

C. Newport Beach is currently allocated twenty-five (25) beds and Costa Mesa is
allocated seventy-five (75) beds for use by individuals experiencing homelessness
in Newport Beach and Costa Mesa, respectively;

D. Newport Beach intends to reduce their number of allocated beds from twenty-five
(25) to twenty (20), with up to five (5) of Costa Mesa’s allocated beds optionally
available for use by Newport Beach as provided for herein;

E. The Parties desire to enter into this Amendment No. Two to decrease Newport
Beach'’s allocation from twenty-five (25) to twenty (20) beds, memorialize
availability and cost of up to five (5) Costa Mesa beds for use by Newport Beach
and, accordingly, adjust Newport Beach Operations Payment to cover the
associated costs.

AGREEMENT

Section 3.1 of the Agreement shall be amended in its entirety and replaced with
the following:

“3.1 Initial Term and Secondary Term. This amendment will have two (2)
terms. The Initial Term will be effective upon execution of Amendment No. 2 and expire
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on June 30, 2026. The Secondary Term will begin on July 1, 2026, and shall expire on
December 31, 2026. There shall be no extensions of this MOU.”

Section 4.3 of the Agreement shall be amended in its entirety and replaced with
the following:

“4.3 Newport Beach Annual Contribution for Operational Costs. Upon
execution of this Amendment No. 2, Newport Beach shall be obligated to pay a monthly
operational cost of Ninety-Nine Thousand One Hundred Fifty-Six Dollars and Sixty-
Seven Cents ($99,156.67) (“Newport Beach Operations Payment”), which is specifically
to provide for the operational costs of Fifty-Nine Thousand Four Hundred Ninety-Four
Dollars ($59,494.00) per each of the twenty (20) beds of which Newport Beach has use
rights as provided herein, for the Initial Term of the Agreement. Further, during the Initial
Term, Newport Beach'’s cost shall be $163.00 per bed, per day, for use of each Costa
Mesa bed made available to Newport beach as provided for in Section 4.7.

In addition, upon initiation of the Secondary Term, as provided for in Section 4.7
hereof, Newport Beach shall no longer have exclusive access for up to twenty (20) beds
at the Bridge Shelter, but it shall have continued access to Costa Mesa beds, as
available, and shall pay a cost equal to Costa Mesa’s actual daily per-bed cost (to be
determined by Costa Mesa at a later date, subsequent to the execution of updated
Shelter and Kitchen Operator Agreements) for the use by Newport Beach referrals.
Newport Beach shall be billed monthly for the use of these Costa Mesa beds.”

Section 4.4 (“CPI Increases”) is deleted in its entirety since the Agreement ends
after one year.

Section 4.7 of the Agreement shall be amended in its entirety and replaced with
the following:

“4.7 Allocation of Beds. Newport Beach will work collaboratively with Costa
Mesa to ensure the Central SPA cities are coordinating with the County and that the
shelter beds addressed in this Agreement are prioritized to meet the greatest needs of
both Parties. During the Initial Term, Costa Mesa will have exclusive access to eighty
(80) beds and Newport Beach will have exclusive access to twenty (20) beds for its
referrals. However, at Costa Mesa'’s sole discretion, and only after exhausting the Wait
List for Costa Mesa interested parties, up to five (5) of Costa Mesa’s beds may be made
available to person(s) referred by Newport Beach.

During the Secondary Term, Newport Beach will no longer have exclusive access
to beds at the Bridge Shelter. However, Newport Beach will have continued access to
Costa Mesa beds, as available, at a daily per-bed cost to be determined later,
subsequent to the performance of an updated cost per bed analysis.
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The Parties expressly agree that it is the Parties’ intent to transition Shelter
Residents to long-term stable housing and Newport Beach’s consent shall be required
to continue to house any person referred by Newport Beach at the shelter for more than
six (6) months.”

Section 4.8 of the Agreement shall be amended in its entirety and replaced with
the following:

“4.8 No Subletting. Subletting of Beds will not be allowed. Newport Beach shall
be allocated use of twenty (20) beds for Newport Beach to refer homeless individuals
deemed by Newport Beach to be highest priority persons referred to the Project by
Newport Beach over time.”

INTEGRATED AGREEMENT

Except as expressly modified herein, all other provisions, terms, and covenants set forth
in the Agreement and Amendment No. One shall remain unchanged and shall be in full
force and effect.

[SIGNATURE PAGE(S) TO FOLLOW]
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IN WITNESS WHEREOF, the Parties to the Agreement have caused this

Amendment No. Two to be executed by each of their duly authorized officers as follows:

Dated: December __, 2025

APPROVED AS TO FORM

Kimberly Hall Barlow
City Attorney

ATTEST

Brenda Green
City Clerk

Dated: December __, 2025

APPROVED AS TO FORM

Aaron C. Harp
City Attorney

ATTEST

Lena Shumway
City Clerk

CITY OF COSTA MESA

By:
Cecilia Gallardo Daly
City Manager

CITY OF NEWPORT BEACH

By:
Grace Leung
City Manager
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Housing Authority - Homeless
FY 2025-26 Annual Adopted Budget

Cost Per Bed Analysis

Summary

# of Beds Maximum Occupancy 100
# of Beds - Costa Mesa 60
# of Beds - Newport 25
# of Beds - BHBH 15

Outreach & Shelter

FY 2025-26 Homeless

Financial Summary Adopted Budget
(Same as Amended)
Expense
Salaries and Benefits 1,535,537
Maintenance and Operations
Bracken's Kitchen 401,600
Mercy House 2,185,286
Assistance -
Utilities 57,100
Other Maint. & Operations 142,810
Total Operating Expenses 4,322,333
Estimated Annual Set Aside for Major Repairs 138,300
Indirect Costs 596,342
Total Expenses 5,056,975

Annual Cost Per Bed 59,494

ATTACHMENT 2
Housing Authority

Shelter Cost Per Bed Analysis

10/30/2025 3:5: 403
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CITY OF COSTA MESA Costa Mesa, CA 92626
Agenda Report

File #: 25-583 Meeting Date: 12/2/2025

TITLE:

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

DEPARTMENT: FINANCE DEPARTMENT
PRESENTED BY: CAROL MOLINA, FINANCE DIRECTOR
CONTACT INFORMATION: CAROL MOLINA, FINANCE DIRECTOR, (714) 754-5036

RECOMMENDATION:

Staff recommends the City Council:

1. Provide direction to staff to explore placement of potentially two ballot initiatives in the
November 2026 elections to consider an increase in the City of Costa Mesa’s Transient
Occupancy Tax (Hotel tax) and/or Business License Tax.

BACKGROUND:

Transient Occupancy Tax (Hotel Tax)

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

Transient Occupancy Tax and Business License Tax revenues go into the City's general fund,
providing flexible, non-property tax revenues that can be used for any municipal purpose the City
Council directs, such as funding Public Safety, Capital Projects, etc. Per Costa Mesa Municipal Code
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 shall pay the tax to the hotel or motel operator at the time the rent is paid. Each operator
shall 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 shall be remitted to the
Finance Department.

Page 1 of 4
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Business License Tax (Business Tax)

The City first adopted a Business License Tax by establishing Section 9-1 of the Municipal Code in
April 1985.

Per Costa Mesa Municipal Code 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. Business taxes are a
fixed amount per gross receipt level and range from $25 in gross receipts tax for $0 - $25,000 to a
maximum tax of $200 for gross receipts of $500,000 and higher.

To date, the Business License Tax structure has not been amended or modified.

ANALYSIS:

Hotel Tax:

Several surrounding cities to Costa Mesa currently have a higher transient occupancy tax rate than
8%, ranging from 10% - 15% (e.g., Newport Beach, Santa Ana, Long Beach, Anaheim), and therefore
an examination of a potential increase is warranted. Based on reported gross revenues from Costa
Mesa hotels in Fiscal Year 2024-25, every 1% increase in the Transient Occupancy Tax rate would
potentially result in approximately $1 million in additional General Fund revenue to the City.

Business License Tax:

Costa Mesa’s business license taxes generally lag tax rates of nearby cities, particularly at the higher
gross receipt levels. For example, a business with $5 million in gross receipts in Costa Mesa pays
$200 business license tax, while the same business in Anaheim pays $475, and in Santa Ana pays
$3,314. Some cities, such as Long Beach and Newport Beach, charge business license taxes based
on the number of employees as opposed to gross receipts and therefore would not be an identical
comparison. However, in absolute terms, when comparing the business tax levels of Costa Mesa to
Long Beach and Newport Beach, Costa Mesa tax rates are significantly lower at all levels. For
example, a business with only 5 employees would pay $535 in Long Beach, and $284 in Newport
Beach, whereas the maximum business license tax paid currently in Costa Mesa is $200. By simply
adding additional revenue categories from the gross receipts level of $500,000 and higher, thereby
aligning Costa Mesa with neighboring cities, and adding correspondingly higher levels of business
tax in those added categories, Costa Mesa would increase revenues without negatively impacting the
smaller local businesses. Costa Mesa currently has greater than 1/3 of its total registered
businesses with estimated annual gross receipts of $500,000 and greater and therefore would see a
significant positive revenue impact by adding further granularity and corresponding higher business
taxes for those larger gross receipts categories.

City Staff highly recommends no financial change in business license tax for small businesses. A
small business will be defined depending on the potentially recommended new structure for the
business license tax.

Page 2 of 4
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FIPAC:

At its October 1, 2025, meeting, FIPAC voted to establish an Ad Hoc committee to evaluate the
feasibility of placing a Business License Tax and/or a Transient Occupancy Tax (Hotel Tax) increase
measure on the November 2026 ballot. Subsequently, at its November 12, 2025, meeting, FIPAC
unanimously approved a motion to formally request that the City Council authorize City staff, in
coordination with FIPAC, to conduct a comprehensive review and analysis of both the Business
License Tax and Transient Occupancy Tax as potential revenue sources for the City. This review may
inform the development of a ballot initiative for consideration in the November 2026 Election.

Staff has prepared a suggested timeline (Attachment 1), should City Council consider placing one or
more ballot measures on the November 3, 2026, Ballot.

ALTERNATIVES:

City Council may choose to:
1. Receive and file the report and decline to have staff work on the potential ballot initiative(s).

2. Provide staff direction to work on the review and analysis of one or two of the proposed ballot
measures.

FISCAL REVIEW:

The fiscal impact to place an initiative on the previous November ballot was $25,000. The cost of
citywide mailings was approximately $10,000.

City revenues would potentially increase by $1 million for every additional 1% that the Transient
Occupancy Tax (Hotel Tax) above the current 8%.

City’s revenues would potentially increase in line with the percentage rise of any business license tax
increases; however, the estimated absolute amount of the increase to City revenues would be
contingent on the extent and structure of the increases from current levels within each revenue
category.

LEGAL REVIEW:

The City Attorney’s Office has reviewed this report for legal content and approved it as to form.

CITY COUNCIL GOALS AND PRIORITIES:

This item supports the following City Council Goal:

e Achieve Long-Term Fiscal Sustainability

Page 3 of 4
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CONCLUSION:

Staff is seeking direction whether to do a comprehensive review and analysis in connection with
potentially placing one or more ballot measures on the November 3, 2026 ballot to increase the
Transient Occupancy Tax and/or the Business License Tax. By increasing these taxes, the City
achieves the goals of both an increase to total revenues, as well as increasing the diversity of
revenues.

Page 4 of 4
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Attachment 1

CITY OF COSTA MESA
FINANCE DEPARTMENT

Suggested Timeline to Place Measure on the November 3, 2026 Ballot:

October 1, 2025: FIPAC takes action to create an ad hoc committee for two ballot
measures (Hotel Tax and Business License Tax).

November 2025: Potential FIPAC special meeting

November 12, 2025: FIPAC ad hoc committees provide feedback on potential
ballot measures.

December 2, 2025: City Council provides direction for staff to explore placement
of two ballot measures on the November 3, 2026 ballot; Hotel Tax (Transient
Occupancy Tax) and Business License Tax.

December 2025 to March 2026: Work with outside consultant to receive public
input/polling.

March/April 2026: Presentation to City Council.

June/August 2026: City Council approves election resolutions calling for the
November 3, 2026 election.

June/August 2026: Suggested day for ballot measure to be approved to be
placed on the November 3, 2026 ballot, approving ballot title and summary,
directing City Attorney to prepare impartial analysis.

June/August 2026: Last date to file direct arguments and impartial analysis with
the City Clerk

June/August 2026: Last date to file rebuttal arguments with the City Clerk.
August 2026: Absolute last date for City Clerk to deliver resolution placing a
measure on the ballot to Registrar and request election consolidation. [Note:
highly suggested to file earlier]

November 3, 2026: Election Day

December 1, 2026: City Council accepts certification of the election results by the
ROV (alternative December 8, 2026).
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77 Fair Drive

CITY OF COSTA MESA Costa Mesa, CA 92626
Agenda Report

File #: 25-596 Meeting Date: 12/2/2025
TITLE:

EMPLOYMENT AGREEMENT FOR CITY MANAGER

DEPARTMENT: CITY ATTORNEY

PRESENTED BY: KIMBERLY HALL BARLOW, CITY ATTORNEY

CONTACT INFORMATION: (714) 446-1400

RECOMMENDATION:

Consider and approve the proposed agreement: (Attachment 1) with Cecilia Gallardo-Daly to serve as City
Manager commencing December 2, 2025.

BACKGROUND:

The City Manager’s position has been vacant since May 6, 2025. The City Council previously met in closed
session and directed the City Attorney to negotiate terms of an employment agreement with Interim City
Manager Cecilia Gallardo-Daly.

ANALYSIS:

In the absence of a contract, the City Manager's employment would be governed solely by the California
Government Code, the Costa Mesa Municipal Code and adopted Council Policies and Resolutions. Costa
Mesa Municipal Code sections 2-97 and 2-224.5 make provisions for employment of the City Manager and
expressly authorize the Council to vary these provisions by contract.

The proposed contract is for a term of three (3) years. Key terms of the contract include a proposed salary of
$320,000 annually, deferred compensation of $50,000 annually, the same benefits as provided to other City
executives, use of a City automobile, forty (40) hours of executive leave per year; the Mayor and City Council
may award Employee an additional sixty (60) hours of executive leave annually. The contract is terminable at
will, except within ninety (90) days after any municipal election for the selection or recall of one or more of the
members of the City Council. If termination is without cause, there would be a severance payment of one
year’s base salary. Termination with cause would not require any severance payment.

ALTERNATIVES:

Do not approve the agreement and give further direction to staff.

FISCAL REVIEW:

The proposed base salary for the City Manager would be $320,000 annually, with the caveat that the base
salary is at least 10% higher than the highest paid executive. On July 1, 2026, a 10% compaction issue with
the Assistant City Manager classification is expected to raise the annual base salary to $328,296. In addition,
the City would contribute $50,000 annually starting in January 2026, increasing by $5,000 every year

Page 1 of 2
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File #: 25-596 Meeting Date: 12/2/2025

thereafter, subject to the maximum contribution limits allowed by Federal Law to a 401(a) deferred benefit
account on behalf of Ms. Gallardo-Daly. The contract also provides for a City assigned vehicle fully covered by
the City (includes maintenance, repair, and insurance). All other benefits package matches those that are
currently provided to City Executive employees, which would also apply to Ms. Gallardo-Daly.

The estimated annual fiscal impact of the attached agreement for the City Manager’s services is $451,700,
$320,000 in salary and $131,700 in benefits; not inclusive of the City assigned vehicle. The FY 2025/26 City
Manager General Fund budget has sufficient appropriations to cover this contract. Future budgets will include
the anticipated costs for this agreement.

LEGAL REVIEW:
The City Attorney prepared this report and the proposed agreement and approves them as to form.

CITY COUNCIL GOALS AND PRIORITIES:

Recruit and retain high-quality staff.
CONCLUSION:

The Council is requested to discuss the proposed agreement and corresponding salary resolution and
authorize their execution by the Mayor and City Attorney as determined by the Council.

Page 2 of 2
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Attachment 1

CITY OF COSTA MESA AGREEMENT FOR
THE OFFICE OF CITY MANAGER

THIS AGREEMENT, made and entered into this day of December, 2025 by and
between the CITY OF COSTA MESA, State of California, a Municipal corporation, hereinafter
referred to as "the City" and Cecilia Gallardo-Daly, hereinafter referred to as "Employee."

RECITALS:

WHEREAS, the City desires to retain the services of Employee as City Manager of the City
of Costa Mesa; and

WHEREAS, the City Council of the City of Costa Mesa desires to provide certain
benefits, establish certain conditions of employment and to establish working conditions for
Employee; and

WHEREAS, Employee desires to provide said services as City Manager to the City under
the terms and conditions hereinafter set forth; and

WHEREAS, Employee represents that she is willing and qualified to provide such services
to the City;

WHEREFORE, in consideration of the respective mutual covenants and promises
hereinafter contained and made subject to all of the terms and conditions hereof, the parties hereto
do hereby agree as follows:

1. DUTIES

(a) The City hereby agrees to retain the services of Employee as City Manager to perform
the functions and duties specified in Title 2, Chapter IV, Article 2 of the Costa Mesa
Municipal Code and to perform other legally permissible and proper duties and
functions as designated by the City Council from time to time.

(b) Employee shall prepare and implement an annual plan of Organizational Goals and
Obijectives to be discussed with and approved by City Council which will be
incorporated into an annual evaluation tool to assess performance.

(c) Employee may exercise only those powers expressly granted to her as City Manager
through the Costa Mesa Municipal Code, any Resolution, or any minute action of the
Council.

(d) Employee will conscientiously and loyally perform all of the duties, expressed or
implied, required of her by the terms of this Agreement, the Costa Mesa Municipal
Code, and the duties that may be delegated to her by the Council. Employee
understands and agrees that she shall:
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(i) Devote her time, ability and attention to matters of City and the City

Council of not less than the regular business hours of the City.

(if) Perform her duties within the budget adopted by the Council.

(e) The City Manager will not, without the prior consent of the Council, do or agree to

do, any of the following acts:
(1) Borrow any amount of money on behalf of the City;

(if) Enter into any contract on behalf of the City in excess of the limits established by

ordinance or resolution;

(iii) Expend any amount in excess of the amounts budgeted for expenditure by the

Council except as permitted within the City’s adopted ordinance, resolution or
policy regarding the City Manager’s budget authority;

(iv) Sell any assets of the City except in strict accordance with the City’s adopted

ordinance, resolution or policy on disposition of surplus property.

TERMS OF AGREEMENT

(@)

(b)

©)

(d)

Employee agrees to remain in the exclusive employment of the City and not to
become otherwise employed while this Agreement is in effect, without approval from
the City Council. Employee agrees that any other employment engaged in by her
shall not interfere with the performance of her duties under this Agreement.

The term of this Agreement shall commence on December 2, 2025, or such earlier date
that Employee and City agree, and remain in effect for a period of three (3) years or
until terminated by either party hereto as provided herein.

This Agreement in its entirety may be renegotiated at any time so long as City and
Employee desire and mutually agree to such terms in writing.

City Manager and the City Council ad hoc committee shall jointly develop
performance goals to be used to evaluate the annual performance of the City Manager
at the commencement of Employee’s term of employment. The Mayor and City
Council shall conduct a performance evaluation by July 30, 2026, which is
approximately six months after commencement of Employee’s term of employment,
and annually thereafter by no later than August 1st in each year during the
term of this Agreement. The Mayor, City Council and City Manager shall annually
develop mutually agreeable performance goals and criteria which the City Council
shall use in reviewing Employee’s performance in the following year. The Human
Resources Manager and the City Attorney shall coordinate to ensure that this review
process is initiated each year. The Mayor, City Council and City Manager shall
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further establish a relative priority among those various goals and objectives, said
goals to be reduced to writing. These objectives shall generally be attainable within
the time limitations as specified and the annual operating and capital budgets and
appropriations provided, subject to and taking account of unexpected
circumstances which may arise during any particular performance period which
requires an adjustment to expectations for implementation of goals and objectives
and related costs, if any. The failure of the Mayor/City Council to define such goals
and performance objectives, and/or to reduce them to writing shall not affect the
parties’ rights to terminate this Agreement. In the event the performance
evaluation results so warrant, there shall be agendized for discussion as
provided for by law any pay or benefit enhancements the Mayor and City
Council may feel is warranted. Any revisions to compensation, term or
benefits shall be required to be considered and approved only at an open
and public meeting. Future annual performance evaluations shall be measured
against Employee's achievement of the goals set forth in the previous year’s annual
performance evaluation. In addition to the required annual performance evaluations,
the Mayor and City Council may schedule performance evaluations of Employee as
they may deem necessary.

3. TERMINATION

@)

(b)

©)

This Agreement may be terminated by the City Council for cause or misconduct by
Employee. After giving notice to Employee that this Agreement is terminated for
cause or misconduct, the City shall have no obligation to continue the employment of
Employee or to provide compensation or benefits, including severance. For purposes
of termination, "cause™ is defined as willful breach of duty by Employee in the course
of employment or habitual neglect of duty by Employee in the course of employment
or continued incapacity of Employee to perform the duties of employment as City
Manager. Cause may also include Employee being charged with, or entering a guilty
plea or plea of nolo contendre to, or being convicted of, an offense which is a felony
or crime of moral turpitude in the State of California; Employee’s willful misconduct
or gross negligence; or Employee’s act of material dishonesty with or theft from the
City.

This Agreement may be terminated by the City Council without cause at any time. If
Employee is terminated by the City Council without cause, then Employee is entitled
to one year’s Base Salary as severance pay. In no event, however, shall Employee ever
receive more than eighteen (18) months’ severance pay as provided by state law.
Employee shall also be entitled to payout of any unused accrued vacation leave at
termination. The City will only provide Employee with the severance payment if
Employee (1) continues to maintain the confidentiality of City’s information, and the
circumstances of Employee’s separation from City, and (2) complies with her
obligations under this Agreement.

In the event the Agreement is terminated by the City Council without cause, Employee
will receive severance pay in a lump sum on the next regularly scheduled pay day after
termination or in increments as may be determined by Employee which is convenient
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(d)

(€)

to Employer, until all severance pay has been provided. Employee shall not be entitled
to revert to her former position of Assistant City Manager should the City Council
terminate this Agreement with or without cause.

Employee may voluntarily terminate this Agreement at any time upon thirty (30) days’
written notice to the City Council and shall not be entitled to any severance pay or
benefits upon such voluntary termination. City Council maintains discretion to accept
Employee’s resignation immediately and forego the notice period. Nothing in this
section entitles Employee to 30 days’ pay in lieu of notice.

Nothing in this Agreement shall prevent, limit, or otherwise interfere with the right
of City Council to terminate the services of Employee at any time, at the sole
discretion of City Council, in accordance with the Costa Mesa Municipal Code, as
the same may be amended from time to time, and in accord with the provisions
contained herein; provided, however, that in no event may Employee be terminated
within ninety (90) days after any municipal election for the selection or recall of
one or more of the members of the City Council.

COMPENSATION

@)

Employee shall receive, as starting salary for her performance of the duties
of City Manager, the sum of $320,000.00 per year, subject to future
adjustments which may be approved by the Mayor and City Council
following performance evaluations of Employee as provided for in section
2(d) above. City shall adjust Employee’s salary automatically to ensure that
it is a minimum ten percent (10%) higher than the highest paid executive
team member below City Manager in rank.

EMPLOYEE BENEFITS

@)

(b)

Except as otherwise provided herein, Employee shall be granted the same
package of benefits as is being provided to City’s Executive Management
employees on the effective date of this Agreement. All future changes to the
package of benefits provided to City’s Executive Management employees shall
apply to the level of benefits for Employee unless the Parties agree otherwise.
All such benefits, and the benefits described hereunder shall be deemed “fringe
benefits” herein. This includes the City’s continued participation and
contributions of City obligations to the Public Employees Retirement System
(PERS), group health, dental and related insurance programs (family coverage)
in accordance with the PERS contract with City. The Employee shall be enrolled
in the CalPERS 2% at 62 PEPRA retirement plan, and shall pay the employee
contribution percentage provided for in the current salary resolution, as same
may be amended from time to time in the future.

Deferred Compensation. Employee has a 401(a) defined contribution plan
account established by the City, which is subject to the contribution limits set
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(©

(d)

forth in Internal Revenue Code section 415(c)(1)(A), as adjusted for inflation.
Beginning in calendar year 2026, and each calendar year thereafter, the City shall
contribute Fifty Thousand Dollars ($50,000) to the Employee’s 401(a) plan on a
pre-tax basis, paid in equal bi-weekly installments (the “401(a) Contribution”).
Beginning in 2027, and each calendar year thereafter, the 401(a) Contribution to
be made by the City shall increase by Five Thousand Dollars ($5,000) per
calendar year, subject to the maximum contribution limits allowed by federal
law. Employee shall be immediately vested in all City contributions to the 401(a)
plan. Employee shall not be entitled to receive the 401(a) contributions provided
under the Executive Compensation and Salary Schedule Resolution. All City
contributions to the Employee's 401(a) plan shall cease immediately upon the
Employee’s separation from City employment.

Under federal law, there is an annual maximum contribution which may be made
to an employee's 401(a) defined contribution plan account. If any contribution
pursuant to this Agreement would exceed the maximum contributions allowable
by law, the City will be excused from and will stop making payments towards
Employee’s 401(a) account for the remainder of the calendar year and shall owe
no further amount or additional compensation to Employee in connection with this
benefit.

In lieu of mileage reimbursement, City agrees to provide Employee with the full
time use of an automobile owned or leased by the City, with all costs of operation
paid for by the City, including maintenance, repair and insurance. All costs
associated with an automobile (whether acquired or leased) shall be included in
Manager's annual budget which is approved by the City Council. Employee may
use the vehicle for all business and personal purposes as Employee may choose,
provided, however, that Employee shall not take the City’s vehicle out of the
State of California. Employee shall be responsible for any federal or state taxes
which may be attributable to personal use of the vehicle. In no event may persons
not employed by the City be permitted habitual use of such vehicle. Should the
initial term of this Agreement be extended, Employee may replace the vehicle at
the time of such extension.

Employee has been employed by the City since December 12, 2023. Employee
shall not have a break in employment service and all of Employee's accrued leave
and other benefit balances shall carry over as agreed, and Employee's leave and
benefit balances shall continue to accrue under the terms of applicable City policies
and at the same rate as Executive Management employees of the City are provided
pursuant to the City’s current salary resolution. Employee shall continue to accrue
vacation leave at the rate of a 15+ year employee of the City. Vacation time accrual
is capped at 320 hours. Employee shall also be entitled to holidays, Leave Without
Pay and Bereavement Leave on the same basis as Executive Management
employees of City are receiving. Any future change to the holiday or leave benefits
provided to City’s Executive Management employees shall apply to the level of
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(€)

(f)

holiday or leave benefits for Employee unless the Parties so agree.

Pursuant to the current Executive Compensation and Salary Schedule Resolution,
Employee shall be credited with forty (40) hours executive leave per year
automatically, commencing January 1, 2026. The Mayor and City Council may
exercise their discretion to award Employee an additional sixty (60) hours of
executive leave each year of Employee’s employment, consistent with the terms of
the Executive Compensation and Salary Schedule Resolution. Executive Leave
will not accrue from calendar year to calendar year and must be used each calendar
year or no additional entitlement of paid Executive Leave shall arise or occur. There
IS no right to cash out any unused Executive Leave otherwise.

City shall bear the full cost of any fidelity or other bonds required of Employee
relating to her service as City Manager under any law or ordinance.

PROFESSIONAL DEVELOPMENT.

(@)

(b)

(©)

(d)

The City acknowledges its interest in the continuing professional development of
the City Manager and agrees to budget and pay professional dues and subscriptions
on behalf of Employee which are reasonably necessary for Employee’s continued
participation in national, regional, state or local associations and organizations
necessary and desirable for Employee’s continued professional participation,
growth, and advancement or for the good of City including the International
City/County Management Association and League of California Cities.
Furthermore, City shall budget and pay for the professional dues and subscriptions
to such additional organizations as approved by the City Council.

City agrees to budget and pay the travel and subsistence expenses of Employee for
official travel, meetings, and occasions reasonably adequate to continue the
professional development of Employee and reasonably pursued necessary official
and other functions for City, such as the annual conference of the International
City/County Management Association, the League of California Cities, and other
such national, regional, state and local government groups and committees of
which Employee serves as a member, as approved by City Council.

City agrees to annually budget and pay for participation in training programs,
institutes, conferences, conventions and similar gatherings that support leadership
development and the advancement of Employer and Employee’s mutually agreed
upon goals, and which are related to Employee’s duties or Employer’s operations.
With the prior consent of the Council, the City agrees to allow Manager to attend
and participate in such other professional associations and conferences as may be
mutually agreeable to both parties. The City acknowledges the right of Manager to
engage in other professional activities as long as they do not interfere or conflict
with Manager's duties as City Manager.

Employee shall be subject to the City’s Travel and Meeting Reimbursement Policy.
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7. INDEMNIFICATION

Subject to the provisions of Section 11 hereof, City shall defend, save harmless, and
indemnify Employee against any claim for negligent tort or omissions, professional liability claim
or demand, or other legal action, whether groundless or otherwise, arising out of an alleged
negligent act or omission occurring in the performance of her duties as Employee in accordance
with the provisions of California Government Code section 825. Said indemnification shall extend
beyond termination of employment to provide full and complete protection to Employee by City
for any acts undertaken or committed in her capacity as Employee, regardless of whether the notice
of filing of a lawsuit for such tort, claim, demand, or other legal action occurs during or following
employment with City.

8. DISPUTE RESOLUTION

All claims, disputes and other matters in controversy (each a “Dispute”) arising, directly
or indirectly out of or related to this Agreement, or the breach thereof, whether contractual or non-
contractual, and whether during the Term or after the termination of this Agreement, shall be
resolved exclusively according to the procedures set forth in this Section.

(@) Informal Resolution Process. Neither Party shall commence an arbitration proceeding
pursuant to the provisions of Subsection (b) below unless such Party shall first give a
written notice (a “Dispute Notice™) to the other Party setting forth the nature of the
Dispute. The Parties shall attempt in good faith to resolve the Dispute through a meet
and confer process, which shall include a face-to-face meeting to be held within thirty
(30) days following Delivery of the Dispute Notice. If the Dispute has not been
resolved within sixty (60) days after delivery of the Dispute Notice, then the Dispute
shall be determined by arbitration in accordance with the provisions of Subsection (b).

(b) Formal Resolution Process. Any Dispute that is not settled as provided in subsection
(a) above shall be resolved by arbitration before a single arbitrator appointed by JAMS
Orange County. Subject to repayment through the prevailing party process described
below, City shall pay the fees charged by JAMS Orange County for the arbitration.
The determination of the arbitrator shall be final and absolute. The arbitrator shall be
governed by the duly promulgated rules and regulations of JAMS Orange County or
its successor then in effect, and the pertinent provisions of the laws of California. The
decision of the arbitrator may be entered as a final judgment in any court of competent
jurisdiction. The prevailing party in any such arbitration shall also be entitled to
recover reasonable attorneys’, paralegals’, and experts’ fees and costs of suit
(including the amount of fees paid to JAMS Orange County for the arbitration) in
addition to any other relief awarded such prevailing party.

9. NOTICES
Any notices to be given hereunder by either party to the other shall be in writing and may

be transmitted by personal delivery or by mail, postage prepaid. Mailed notices shall be addressed
to the parties as follows:

417



If sent by Employee to City: If sent to Employee by City:

City Clerk Cecilia Gallardo-Daly
City of Costa Mesa Address on File with Human
77 Fair Dr. Resources Manager

Costa Mesa, CA 92626

Notices delivered personally shall be deemed communicated as of the date of actual
receipt; mailed notices shall be deemed communicated as of the date of postmark.

10. ATTORNEYS' FEES

In the event any legal proceeding is instituted to enforce any term or provision of the
Agreement, the prevailing party in said legal proceeding shall be entitled to recover reasonable
attorneys' fees and costs from the opposing party in an amount determined by the Court to be

reasonable.

11. REIMBURSEMENT TO CITY REQUIRED

Notwithstanding the foregoing, the following provisions requiring reimbursement for
certain compensation and/or indemnification provided to Employee by the City apply:

(@)

(b)

(©)

Paid Leave:

Pursuant to Government Code section 53243, in the event that Employee is
convicted of a crime involving the abuse of her office or position, as defined by
Government Code section 53243.4, with the City, any paid leave or salary provided
by the City for the time period in which the Employee is under investigation for
such crimes shall be fully reimbursed by Employee to the City.

Legal Defense:

Pursuant to Government Code section 53243.1, in the event that Employee is
convicted of a crime involving abuse of her office or position, as defined by
Government Code section 53243.4, Employee shall fully reimburse the City for all
the costs of her legal criminal defense if a defense has been provided at City
expense.

Severance:

Pursuant to Government Code section 53243.2, in the event that Employee is
convicted of a crime involving abuse of her office or position, as defined by
Government Code section 53243.4, Employee shall fully reimburse the City for
any cash settlement, including but not limited to severance pay, paid to Employee
related to her termination under this Agreement.
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12. ENTIRE AGREEMENT

This Agreement supersedes any and all other agreements whether oral or written, between
the parties hereto with respect to the subject matter hereof and contains all of the covenants and
agreements between the parties with respect to said matter, and each party to this Agreement
acknowledges that no representations, inducements, promises or agreements, orally or otherwise,
have been made by any party, or anyone acting on behalf of any party, which are not embodied
herein, and that any other agreement or modification of this Agreement shall be effective only if
executed in writing and signed by both City and Employee.

13.  VALIDITY

The validity in whole or in part of any provision of this Agreement shall not void or affect
the validity of any of the other provisions of this Agreement.

14.  AGREEMENT VOLUNTARY AND KNOWING

Employee agrees and acknowledges that she has had an opportunity to consult legal counsel
of her own choosing in regard to this Agreement, that she has read and understands this
Agreement, that she is fully aware of its legal effect, and that she has entered into it freely and
voluntarily and based on her own judgment and not on any representation or promises other than
those contained in this Agreement. Employee agrees that this Agreement should be interpreted as
if mutually prepared and without the same being construed for or against any party.

15. GOVERNING LAW

This Agreement shall be governed by and construed in accordance with the laws of the
State of California.

16. EFFECT OF WAIVER

The failure of either party to insist on strict compliance with any of the terms, covenants,
or conditions of this Agreement by the other party shall not be deemed a waiver of that term,
covenant, or condition, nor shall any waiver or relinquishment of any right or power at any one
time or times be deemed a waiver or relinquishment of that right or power for all or any other
times.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement, the date
and year first above written.

CITY OF COSTA MESA: EMPLOYEE:

JOHN STEPHENS, MAYOR CECILIA GALLARDO-DALY

419



ATTEST: APPROVED AS TO FORM:

CITY CLERK, CITY OF COSTA MESA
A Municipal Corporation of the State of California

BRENDA GREEN KIMBERLY HALL BARLOW
CITY CLERK, CITY OF COSTA MESA CITY ATTORNEY
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