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Report to: St. Catharines City Council as Tourism STC Member
Meeting Date: April 8, 2024
Subject: Creating Impact Together - The Collaborative Approach to Destination Marketing

Recommendation
That the draft 2024 Annual Business and Marketing Plan and Budget, attached as Appendix 1, be approved; and 

That Tourism St. Catharines Inc. (TSTC) enter into a Service Level Agreement with the Town of Lincoln for the establishment of a joint Destination Marketing Organization, subject to the Member approving the Service Level Agreement and all supplemental agreements thereto. 
Summary
This report, appendices and accompanying presentation aims to provide the necessary context, background information and analysis that informed the Annual Business Plan and Budget for TSTC, as outlined in Appendix 1. 

As part of the recommendation and throughout this report, there are multiple references to a new joint Destination Marketing Organization (DMO).  A significant portion of the TSTC budget is being proposed to support a new strategic shared service entity by way of a service level agreement with the Town of Lincoln (Lincoln). Below is a brief summary of background work undertaken to support the recommendations contained herein.
Background Information Respecting joint-DMO
In September of 2020, St. Catharines Council authorized a Memorandum of Understanding (MOU) with Lincoln to establish a framework for a collaborative approach to tourism marketing and destination awareness combining the rural and urban tourism experience.  

The MOU outlined a commitment to explore the development of a joint-DMO to assist with destination marketing and promotion between of these two communities.

Staff used the goals outlined in the MOU as guidance to develop a Request for Proposal to engage an experienced proponent to create a DMO Strategic Plan and Governance Model report. Awarded in 2022, the consulting team developed a three-year implementation strategy, including a funding and organizational governance model to support the creation of this new entity. In alignment with this work, St. Catharines Council endorsed the implementation of a Municipal Accommodation Tax at a rate of 2% in 2023; 3% in 2024 and 4% in 2025 and beyond, directing 60% of the funds collected to be transferred to an eligible tourism entity in the form of a new municipal services corporation – TSTC.

In May of 2023, Council (Sole Member of TSTC) received a presentation, from the consultant completing the joint-DMO project, of the work to date (attached as Appendix 2), further requesting staff to report back on a final recommendation and preferred funding model for this entity. This report outlines the responsibilities of the joint-DMO, foundational work, rationale, business plan and recommended shared investment by TSTC in partnership with Lincoln.
Report
In the capacity as Sole Member of TSTC, Council has identified specific objectives, on its behalf, to be executed by the TSTC Board of Directors, outlined in the Sole Member Declaration and the Municipal Service Corporation Operating Agreement, both approved by St. Catharines Council on November 7, 2022.

[excerpt from the Sole Member Direction and Declaration]

“Objectives. The objectives sought to be achieved by the Sole Member with this Direction are as follows. [The TSTC Board of Directors] shall: 
(i) utilize its assets for the purpose of providing tourism promotion services to the City; 

(ii) utilize its assets for the purpose of providing tourism development services to the City; 

(iii) meet the financial performance standards set by the Sole Member and the Board, from time to time; 

(iv) be responsible for making policy and operational decisions and shall be accountable for same; and 

(v) act to mitigate financial risks to the Sole Member.”
 
On an annual basis, the Board of Directors will prepare, approve and present an Annual Business Plan and Budget for Sole Member ratification. The responsibilities of the TSTC Board of Directors outlined in the Sole Member Declaration and the Municipal Service Corporation Operating Agreement, both approved by St. Catharines Council on November 7, 2022, include: 

[excerpt from the Sole Member Direction and Declaration] 

“Annual Report. The Board shall prepare and approve an “Annual Report” and submit and present same to the Sole Member at a Sole Member meeting…. The Annual Report shall include: 

(i) such explanations, notes, and information as are required to account for any variances between the actual results from operations and the budgeted amounts set forth in the approved budget, and any material variances in the projected ability of any business activity to meet or continue to meet the financial objectives of the Sole Member; 

(ii) information that is likely to materially affect the Sole Member’s objectives; 

(iii) information regarding any matter, occurrence or other event which is a material breach or violation of any law, including findings of internal and other audits; 

(iv) information on progress and accomplishments relative to the TSC’s strategic business plan; 

(v) information regarding the performance of the TSC such that the Sole Member can determine that the strategic business plan has been respected; 

(vi) information regarding the performance of the TSC such that the Sole Member can determine that this Direction has been respected; and 

(vii) such additional information as the Sole Member may specify from time to time.” 

At its meeting of March 25, 2024, the Board of TSTC approved the 2024 Annual Business Plan and Budget. Attached to this report as Appendix 1 is the Board-approved Annual Business Plan and Budget for Sole Member Ratification.
Tourism St. Catharines Funding
The source of funding for TSTC in 2024 is $262,553 as included in Appendix 1, is calculated from the Municipal Accommodation Tax collection in the previous year. 
The City of St. Catharines is required to transfer 60% of Municipal Accommodation Tax revenues, less reasonable collection fees and administrative costs, to TSTC for St. Catharines focused tourism branding, marketing, promotion, and tourism product development and delivery. 


Flow of Funds
	Responsibility
	Process

	



Accommodation Providers
	Accommodation providers (hotels, motels, bed & breakfasts, short-term rentals, etc.) collect the Municipal Accommodation Tax (2% per room per night in 2023) and remit on a monthly basis to the City of St. Catharines.

Funds are deposited in the Municipal Accommodation Tax Reserve account.

JANUARY 1ST to DECEMBER 31st 
Annually

	


City of St. Catharines
	The City of St. Catharines retains 40% of all Municipal Accommodation Tax revenues in a reserve account to execute tourism focused development and capital projects.

60% of the Municipal Accommodation Tax revenues collected are transferred to TSTC for the purposes of providing tourism promotion services and tourism development services with an emphasis on increasing overnight stays.


	

City of St. Catharines
	Annually a written request is made to City Council requesting disbursement of the funds to TSTC, the eligible tourism entity. 60% of the fund collected in the previous calendar year are transferred from the Municipal Accommodation Tax Reserve Account to TSTC.

City Council is responsible for approving this request.  Estimated collections and allocations are included in the City’s tax levy budgets. 


	

Tourism St. Catharines Municipal Service Corporation
	The transfer from the City of St. Catharines to TSTC (60% of the Municipal Accommodation Tax collection) makes up the entirety of the TSTC budget for the subsequent year.

TSTC prepares an annual business plan and budget which is approved by the Board of Directors.

ANNUAL BUSINESS PLAN & BUDGET APPROVED BY BOARD OF DIRECTORS
MARCH 25, 2024

	

Tourism St. Catharines
	Board approved annual business plan and budget is presented to the Sole Member of the Corporation (St. Catharines Council is the Sole Member with respect to TSTC).

The Sole Member ratifies the annual business plan and budget.

APRIL 8, 2024

	
Tourism St. Catharines
	Once ratified – TSTC Directors and Officers execute the approved annual business plan and budget.

Requirement to report back to the Sole Member annually on results and for subsequent plan and budget approvals


Summary of Annual Business Plan & Budget
The Destination Business Plan and Budget for 2024, attached as Appendix 1, outlines priority projects and sectors to further the tourism sector in St. Catharines and enhance the product offerings of stakeholders and partners throughout the community. 

The plan focuses on utilizing market trends, competitive advantages, and a SWOT analysis to outline strategies, objectives and tactics in order to increase overnight stays in St. Catharines, grow tourism product offerings and enhance tourism development services. Through various activations and a new investment focused on a joint- DMO with Lincoln and leveraging the existing City of St. Catharines loveSTC brand assets, this plan will build brand awareness of St. Catharines by promoting the city’s benefits and experiences to leisure travelers, travel trade, corporate meetings, sports groups and events, and travel media within priority markets.

For 2024, the budget allocated to TSTC (from the municipal accommodation tax reserve) is $262,553, which will include the following initiatives:

	2024 Budget $262,553 *
	Allocation

	Investment in a Joint Destination Marketing Organization**
	$150,000

	Tourism Development (supports activations specific to STC)
	$35,000

	Amateur Youth Sport Tourism Grant
	$10,000

	Community Sponsorships
	$16,000

	Reserve
	$51,553

	Total Expenses
	$262,553


*based on calculations as of March 12, 2024
** up to $150,000 based on match from the Town of Lincoln

A key component of the budget submission includes financial support for a newly created joint-DMO in partnership with Lincoln. At its meeting in December 2023, Lincoln’s Council endorsed the establishment of a joint DMO with St. Catharines.
[bookmark: _Hlk161817602]Creating a new DMO for St. Catharines
As the urban hub of Niagara, St. Catharines is rich with experiences from its deep cultural, heritage and agricultural roots to a world class wine, culinary and craft beverage scene coupled with exceptional sporting and entertainment facilities that draw in top talent and major sporting events. As the destination continues to evolve, TSTC staff are recommending the establishment of a future-focused joint-DMO dedicated to enticing the world to experience the community’s authentic and welcoming nature.

The DMO will have complementary objectives that focus on marketing, facilitating product development and advocacy for the tourism industry in St. Catharines, with the overarching goal of growing the local economy and creating jobs.  

More specifically, the DMO will aim to:
· Promote St. Catharines’ destination brand to multiple markets, identifying the region’s unique, and welcoming nature, through sales and marketing initiatives in partnership with industry and the business community;
· Increase visitation and visitor spending in St. Catharines via tourism-focused initiatives;
· Foster cross-sector collaboration and promotion;
· Enhance visitor experience;
· Increase investment in the local economy by both tourism businesses and festival/event activations;
· Attract high-quality local jobs in alignment with the City’s Economic Development and Tourism Strategy;
· Creating connectivity between tourism assets to ensure a seamless tourism experience for consumers/visitors; and
· Broaden tourism offerings through diverse experiences.
Organizational Structure of the DMO
Industry-led Board of Directors 
A well-structured Board of Directors is essential for effective governance and decision-making. The Board of Directors should be industry-led and lend their relevant expertise to setting the evolving mandate and goals of the DMO. The Board should have a vested interest in ensuring the success of the DMO and strengthening St. Catharines’ tourism industry and the community’s overall economy and prosperity. Since TSTC is a founding member, it will reserve one appointed seat and one City Council member seat to sit on the DMO Board of Directors.  
DMO Staffing 
The development of a suitable staff complement will fall under the purview of the DMO’s Board of Directors and its Executive Director. The recommendation is to strategically phase-in staffing, prioritizing financial sustainability and emphasizing deliverables for the two communities. In essence, bringing staff onboard should align with revenue generation that matches the anticipated costs associated with hiring personnel. Effective staffing of local DMOs requires individuals well-versed in diverse areas such as marketing, sales, accounting, business liaison, and dedicated product development. 

Moreover, considering that 2024 is envisioned as a "transitional year" for the DMO, the incorporation of permanent staff is not anticipated until 2025. This deliberate timeline allows both the transitional Board of Directors and the elected Board of Directors ample time to establish the foundational elements. To optimize cost efficiency for the DMO in Year 1, staff from the City of St. Catharines and Lincoln will share overall administration of day-to-day DMO operations, until such time the organization is financially secure to hire a full-time, permanent Executive Director. 
Charting Progress: Key Milestones and Approximate Timelines and Establishing the Board of Directors
The appointment of a Board of Directors is a critical step in establishing a DMO, guaranteeing crucial governance, marketing, and tourism proficiency right from the outset. This step ensures the early implementation of best practices and facilitates effective stakeholder engagement. The appointment of a Board of Directors will take place in Q3 2024.

Objectives of the Board of Directors:
· Define the DMO's funding model and secure initial financial commitments;
· Oversee the hiring of key personnel, including a CEO or Executive Director;
· Develop a preliminary marketing and branding strategy;
· Establish an organizational structure, including a board of directors and advisory committees; and
· Ensure transparency and community involvement in decision-making.

To ensure a smooth and effective transition, oversight of the new DMO will begin by leveraging with existing municipal tourism staff who possess valuable destination knowledge from St. Catharines and Lincoln in the interim. This will ensure continuity and efficiency during this initial phase.

Some of the key milestones for the joint-DMO over the next 12-18 months will include:

Pre-Launch Preparation (Q2 2024): 
Legal and Governance Framework:
· Establish a legal framework for the DMO, including its constitution, bylaws, and organizational structure.

Funding Model:
· Develop a sustainable funding model for the DMO, considering a mix of public and private sources.
· Secure initial funding commitments from stakeholders.

Organizational Development (Q2 2024): 
Governance and Advisory Structure:
· Define the roles and responsibilities of the board of directors, including subcommittees.

Destination Marketing (Q2 2024) 
Early Marketing Campaigns: continuation of current activities
· Launch initial marketing campaigns to build brand awareness and encourage early engagement.
· Offer promotional packages and incentives for visitors to visit the destination.

Marketing & Communications Strategy (Q3 2024): 
DMO Communications:
· Develop a communications strategy for the DMO, that reflects the unique messaging for both communities.

Marketing Plan:
· Develop a comprehensive marketing strategy and annual plan. Begin content creation, including website development, promotional materials, and social media content plans.
· Identify key target markets and segments for marketing campaigns.

Launch and Initial Promotion (Q4 2024):
 DMO Launch Event:
· Organize a joint launch event.
· Invite local community members, stakeholders, and media to introduce the DMO.
[bookmark: _Hlk162339742]
Annual General Meeting (Q4 2024): 
The inaugural Annual General Meeting (AGM) of the DMO in the fall of 2024 marks a pivotal moment in the DMO's establishment at which members will elect an industry-led Board of Directors. 

Staffing (2025): 
Recruit and hire an Executive Director with expertise in destination marketing and management. 
Tourism St. Catharines Objectives
Specifically outlined in the Operating Agreement between the City of St. Catharines and Tourism St. Catharines, approved by St. Catharines Council on November 7, 2022, the “Objectives of Tourism St. Catharines Municipal Service Corporation…shall strive to fulfill the following objectives while providing tourism promotion and tourism development service to the City: 

a. assist in securing and executing the hosting and promotion of events that are deemed to be a regional, provincial, national and / or international draw; 

b. support the creation of tourism product development which brings new and innovative products, experiences, and services to the market for tourists to enjoy;

c. develop a branding strategy and marketing plan that supports tourism sector development and capacity-building; 

d. promote and market St. Catharines as a leading destination for tourist, leisure and business travel with an emphasis on promoting overnight stays; 

e. collect and disseminate information, including conducting targeted market research for purposes of identifying tourism and business travel opportunities in the City; and 

f. undertake its duties using objective decision-making that is accountable and transparent, with a focus on providing City-wide benefits.” 

Through the funding allocation, approved by both the Sole Member and Board of Directors, in conjunction with the creation and implementation of a joint-DMO between Lincoln and St. Catharines will leverage collaborative resources and satisfy these goals.
Financial Implications
The Sole Member is required to ratify the budget already approved by the Board of Directors. As outlined in this report and in Appendix 1, a budget of $262,553 (60% of the Municipal Accommodation Tax collected by the City of St. Catharines) will be transferred to Tourism St. Catharines and serve as the sole source for the operating budget through 2024. 

	2024 Budget $262,553 *
	Allocation

	Investment in a Joint Destination Marketing Organization**
	$150,000

	Tourism Development (supports activations specific to STC)
	$35,000

	Amateur Youth Sport Tourism Grant
	$10,000

	Community Sponsorships
	$16,000

	Reserve
	$51,553

	Total Expenses
	$262,553



The funding source for the TSTC Budget is the Municipal Accommodation Tax collected by the City of St. Catharines. This funding source is paid by out-of-town/overnight visitors to the accommodation providers who then remit to the City on a monthly basis. There is no impact to the City’s existing levy or operating budget and no cost to residents of St. Catharines.
Conclusion
The TSTC Board of Directors has reviewed, approved and is now presenting this Annual Business Plan and Budget for 2024 to the Sole Member for ratification. TSTC has been established to further support the visitor economy through enhanced destination awareness and brand identity. The support of the information included in this report and in Appendix 1 will continue to drive economic benefits, vibrancy and vitality for St. Catharines.
Report Submitted By
Brian York, General Manager
Karen Doyle, Chief Marketing Officer	
Julia Ciolfi, Administrative Coordinator
Appendices 
1. St. Catharines Destination Business Plan
2. Creation of a Destination Marketing Organization: Summary Presentation
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