CBH - City Council Study Session - 09/02/2008

CITY OF BEVERLY HILLS
STAFF REPORT

Meeting Date: September 2, 2008

To: City Council
From: Alison Maxwell, Director Economic Development and Marketing \(\
Subject: Funding Request for Beverly Hills Global Partners, a Sister City

Organization and Request for Approval and Reimbursement of
International Travel by City Council Members

Attachments:

b

BHGP - Sister City Objectives

2. Funding Request from BHGP/Request fo Fund Full-Time
Representative

3. Business Plan for Beverly Hills Sister City Committee

4. Resolution Establishing a Policy Regarding Reimbursement of

Expenses

INTRODUCTION

This item is to discuss a funding request from Beverly Hills Global Partners (BHGP) a
Sister City organization for $100,000; and, to discuss a proposed Beverly Hilis
delegation to Shanghai.

DISCUSSION

1. Request of Beverly Hills Global Partners

On December 18, 2007, the City Council supported the development of a new Sister City
organization that would be an independent community non-profit agency. This new
organization has been named Beverly Hills Global Partners (BHPG).

This new organization will serve as an umbrella organization for all current and future
Sister City programs. Within its structure are opportunities for leadership on existing
Sister City relationships and development of the two new City supported relationships
with Pudong, China and Herzliya, Israel.

Two community leaders, Bruce Cole and Howard Szabo are the founding board
members for BHGP. Since December 2007, the founding board members have been
working to develop the board of directors, create a mission and articles of incorporation
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for a nonprofit and taken other steps to further the development of this new organization.
In addition, they have made visits to and established the keen interest of government
officials in both Pudong and Herzliya in developing Sister City relationships with Beverly
Hills. Recent past Mayor Jimmy Delshad has sent letters to the leaders of both cities
and favorable replies have been received.

The governing structure presented at the December Council meeting, and re-printed
here is the overall structure that BHGP has established moving forward.

City Council

Sister City Council
Committee

BH Sister City Org. independent
nonprofit
Beverly Hills Global Partners

7

China Committee Israel Committee School/Education Other Country
Committee Committee

The general goals of BHGP are: Through strategic partnerships with specific
international cities develop and promote cooperative business relationships (e.g.
tourism, high end retail, and entertainment office); promote art and cultural exchange
both as an economic development vehicle and as a mechanism for developing dialogue
between communities; promote educational opportunities and exchanges through
- development of relationships with the high school systems; foster inter-governmental
dialogue to provide leadership and develop best practices amongst partner cities. The
BH sister city organization would also provide yet another vehicle to promote the Beverly
Hills brand.

Attached to this report is the funding request from BHGP dated May 2008 and an
updated funding request dated July 2008; BHGP's stated objectives and BHGP's
“Business Plan for Beverly Hills Sister City Commiftee”.

Synopsis of Funding Request: BHGP is requesting funding in the amount of $100,000
to hire a full-time representative in Shanghai, with the objectives of promoting Beverly
Hills in a variety of business and cultural endeavors, in accordance with the BHGP
business plan. As part of its long term objectives for financing the mission of the
organization, BHGP is also looking to enter into a licensing agreement with the City to
develop and sell Beverly Hills licensed, branded merchandise in China.

General Grant Funding Considerations: In considering this funding request, staff
suggests that the City Council give consideration to some of the following issues and
questions, which would be broadly typical for reviewing any funding application:

> Does the proposal from BHGP meet one, or more, of the City's key objectives?

» Is there a need for these services in Beverly Hilis?
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> |s there a legally incorporated entity in place to receive funding?

The City Attorney’s Office has advised that at minimum there should be a legal entity in
place before the City can contract with BHGP--otherwise there is no entity to hold
responsible for carrying through the terms of the contract. It does not matter as to what
form of entity BHGP incorporates - non-profit or a regular corporation. They need to
provide the City with the articles of incorporation and the CA Office also recommends
that the City receive a copy of the corporate bylaws, certified by the California Secretary
of State

> How will BHGP manage any perceived overlap with the Conference and Visitors
Bureau that is already under contract and providing visitor marketing
representation in Beijing?

» Has BHGP’s board of directors taken formal action in support of the funding
request and business plan?

» What strategic process did BHGP use to identify its need for this funding? For
example, did it undertake a strategic planning process? Or, evaluate other
funding needs relating to its missions and goals with its other Sister City
relationships — such as Herzliya?

» Does BHGP's application for funding demonstrate that it has the legai,
management, administrative and fiscal structure and policies in place to be able
to manage a contract utilizing City funding?

> Does the application clearly identify the project outcomes and deliverables?

> Are there clear performance measures and benchmarks in place to ensure the
City receives value for money and that quantifiable services are provided?

> How will BHGP hire, pay, manage and monitor an employee or contractor in
China?

If the City approves funding for BHGP, staff would recommend that Council devote
sufficient time and staff resources towards developing a clear agreement for services
with BHGP that articulates the strategic goals of the program, the services and programs
to be provided, the deliverables of the program, the performance measures and
benchmarks, the reporting mechanisms and financial audit requirements.

Licensing Considerations: The BHGP initial licensing proposal was considered by the
City Council Chamber of Commerce Committee (for Licensing) on July 16, 2008.

The Committee recommended that BHGP should submit its proposal to Bradford
Licensing Associates (the City's licensing agent) for review in the same way other
potential licensees would be required to do.

Bradford’s role as the City’s Licensing Agent is to fully evaluate all Shield licensing
proposals against a number of factors including: the brand and merchandising guidelines
to ensure brand compatibility in the marketing place; business viability and the
experience of the applicant in developing the proposed products in other markets; the
royalty revenue potential to the City (revenue goes to the City's general fund); in
conjunction with City attorney, reviews availability of the Trademark in regquested
markets and in a requested categories — e.g. clothing or giftware. Together Bradford,
the Chamber of Commerce (who is under contract to manage the Shield Licensing

Page 3of 5 8/14R6fe 71 of 116



CBH - City Council Study Session - 09/02/2008

Program) and the City determine the revenue and brand advantages of the proposal
against the legal and registration costs to determine if granting the license make good
business sense.

Staff does not recommend that Council take any action regarding BHGP’s licensing with
out receiving a full analysis by Bradford and a recommendation from the Committee
liaisons.

2. Approval and Reimbursement of International Travel Expenses by City Council
Members

As the City Council is aware, the California Legislature adopted AB 1234, effective
January 1, 2008, which requires every local public agency to adopt a written policy
regarding the reimbursement of public officials’ expenses and the circumstances under
which expenses will be reimbursed. In compliance with AB 1234, the City Council
adopted Resolution No. 06-R-12053, which sets forth its written policy regarding the
reimbursement of public officials’ expenses. A copy of the resolution is attached.

In general the City's AB 1234 policy allows for the reimbursement of expenditures when
incurred by a City Council Member in connection with certain activities. Those activities
are set forth in Section 3 of the policy and include: communication with representatives
of regional, state and national government on City policy positions; attending educational
seminars designed to improve public officials’ skill, knowledge and information levels;
participating in regional, state and national organizations whose activities benefit or
affect the City's interests; and implementing a city-initiated strategy for attracting or
retaining businesses to the City. The complete list of activities is set forth in Section 3.
The list, however, does not include any activities that have an international emphasis.

In conjunction with and in furtherance of the activities of Beverly Hills Global Parinership,
there may be activities which Council Members would like to participate in but they take
place in an international location. The current City AB 1234 policy did not envision
international activities taking place. In order to allow City Council activities on an
international level and for which a City Council Member would be reimbursed for his or
her expenses, there are two issues that should be discussed.

First, the City Council should discuss whether it is appropriate to include international
activity, such as activities in furtherance of current or future sister city relationships
and/or international activities in furtherance of promoting the City, in terms of tourism
and international visitors or luring businesses to locate in the City and/or business
retention, in the City AB 1234 policy. If the City Council determines that this is
appropriate, we can amend the policy to include this type of activity as one of the
activities for which expenses incurred by City Council Members will be reimbursed.

The second item for discussion is the reimbursement of expenses for international
activities. Currently, the City AB 1234 policy provides that the reimbursement of any
international travel shall require prior approval by the City Council. Accordingly, if a City
Council member desires that its international travel and related expenses be reimbursed,
the item is placed on the agenda for discussion and the City Council determines whether
or not to approve such expenses. This must occur in advance of the travel. Staff
recommends that this provision remain in the policy.

The City Council, however, may want to discuss whether it would be appropriate to
make revisions to the current travel parameters if international activities are approved as
an activity for which reimbursement is provided. These amendments would pertain
solely to international travel in recognition that international travel sometimes requires a
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traveler to take precautionary measures in order to secure his or her safety. For
example, when traveling internationally it may be appropriate to hire a driver to ensure
the safety and security of the traveling parties. Also, the methodology of determining
what is reasonable lodging in the United States (star scale on travel websites) may not
be reasonable when looking for lodging in international locations again to ensure the
safety and the security of the traveling parties. Also, it is likely that when traveling
internationally, the City would meet with foreign dignitaries and business people, and this
may entail the City paying for dinner and/or entertainment. If so, the policy would have
to be adjusted to include these provisions.

FISCAL IMPACT

$100,000 is available in the General Fund, Fund Balance. An Agenda Report is on the
City Council Formal Session, New and Continuing Business for September 2, 2008 to
appropriate up to $100,000.

RECOMMENDATIONS

Staff recommends that the City Council review the BHGP proposal for a grant of
$100,000 and provide staff with direction.

Staff also recommends that the City Council discuss the issue of international travel and
provide staff with direction.

Staff recommends that the City Council take no action on the issues relating to licensing.
That this particular Sister City item continue to be overseen by the City Council Chamber
of Commerce Committee (that oversees all licensing matters) in coordination with the
City licensing agent, Bradford Licensing Associates.

Approved by:

ﬁmg\\/\ (U@J«Sﬁ \

Alison Maxwell, Director Economit
Development and Marketing
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BEVERLY HILLS GLOBAIL PARTNERS INC

Pudong, Shanghai PRC and Herzliva, Israel Objectives

1. Objectives
1. Tourism: closer cooperation with Chinese city travel bureau to encourage tourism
to include Beverly Hills

2. Commercial:
a. Couture (Rodeo Drive)
b.. sports and other trendier fashion (S. Beverly Drive)
¢.. other branded, high end retail business

3. Corporate Office (take advantage of Chinese companies listing on US exchanges
and needing a US corporate oflice

4, Investment opportunities and location of investment companies as Chinese
companies are investing in US

5. Cultural exchanges

6. School opportunity to recruit Mandarin teachers to teach at Beverly Hills and
school exchange opportunities with International School of Shanghai as well as
Shanghai Public School

7. Assist BH businesses looking to expand in China with enhanced government and
business relations with our Chinese Sister City

Il. What we offer our sister city

1. Bi-directional tourism
2. Offering Mandarin at the high school (initially) and exchanging students to the
sister city
3. Economic opportunity for sister city high end retail businesses: (make it much
easier for sister city busineses to focate in the US)
4. Cultural exchanges
5. Cross opportunities for introduction of our entertainment businesses located in
Beverly Hills.
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BEVERLY HILLS GLOBAL PARTNERS
(A Sister City Organization )

Proposal to the Beverly Hills City Council May 14, 2008 regarding Pudong New
Area, Shanghai, China

QOverview

Over 30 million Chinese tourists traveled outside of China last year with the majority of
those Chinese tourists visiting Europe and Australia. Only 600,000 visited the USA.
This was mainly due to difficulties and tough application requirements in order to acquire
a tourist visa to travel to the United States. Recognizing the passing opportunity, this
year our government signed an agreement with the Chinese government to allow for the
approval of more tourist visas to our country and paving the way for millions of Chinese
tourists to visit our country. Additionally, the Chinese tourists are ranked number one in
terms of consumer spending and the United States is one of their most preferred
destination. As the iconic city of the United States, Beverly Hills needs to take an active
role to attract trade, tourism and exchanges to our City. Beverly Hills Global Partners
(“BHGP”) was established, in part, to fulfill that role and would like to put forth the
following initiatives and programs to achieve that goal.

BHGP would like to work directly with the City Council of Beverly Hills to establish a
trade and tourism presence in Shanghai in order to promote the brand of Beverly Hills
and attract businesses and tourism to the City.

We are requesting that the City Council grant BHGP licensing rights to distribute Beverly
Hills branded merchandise in China, including Shanghai and the Pudong New Area. The
official merchandise will be used to further the brand of the City of Beverly Hills and

- promote Beverly Hills as the premiere tourism, cultural, and business destination for
Chinese tourists.

BHGP will initiate a plan to distribute Beverly Hills merchandise through a professional
retail licensing firm in China. As part of the distribution of the merchandise through
select retailers, we will also include travel brochures, promotional materials, local
business advertisements and additional information inviting tourists to our City.
Furthermore, BHGP will hire a representative to be located in Pudong and Shanghai to
manage the affairs of the merchandise sales and act as full time ambassador on behalf of
the City of Beverly Hills.

Initial discussions with Mr. Richard Rosenzweig, Executive Vice President and Director
of Playboy Enterprises, Inc, Chairman of Alta Loma Entertainment, President of the
Playboy Jazz Festival, and a leader of BHGP have resulted in Mr. Rosenzweig advising
us that Playboy has extensive licensing operations in China and would be interested in
serving as our exclusive sub-licensee to arrange for the distribution of our licensed
merchandise. Playboy merchandise is ranked the number one brand in China for men’s
business attire and shoes. With over 400 stores across China and an established licensing
practice, the distribution of the Beverly Hills merchandise would be successfully carried
out through their network.
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BEVERLY HILLS GLOBAL PARTNERS
(A Sister City Organization)

Since BHGP is being established as a 501(c-3) non profit organization, proceeds from the
sales of Beverly Hills merchandise would be committed to the establishment and
operation of a full tourism and trade office. This would also include the hiring of a full
time representative for the City of Beverly Hills with the sole purpose of promoting the
interests of the City.

We are confident that we can quickly find someone quite capable who is residing in
Shanghai to work for BHGP full time with the following duties: (i} promote Beverly Hills
as a first destination for Chinese tourists by working with both government and private
tourist agencies; (ii) recruit high-end, branded, retail businesses to locate in Beverly Hills;
(iii) entice Chinese companies to establish HQ offices in Beverly Hills; (iv) promote and
coordinate educational and cultural exchanges; (v) supervise our BH merchandise sale
program. The cost to support this effort for the first year is $100,000. Any funds raised
or generated by BHGP in excess of those funds needed to fund our China operations
would be available for our other sister city relationships.

To initiate the plan, we would request the City of Beverly Hills to allocate funds for only
the first year of operation. It is our objective to have the Beverly Hills Shanghai-Pudong
New Area Trade and Tourism Office fully self sufficient in the second year from the sale
proceeds of the merchandise.

BHGP would pay the City of Beverly Hills a royalty consisting of a percentage of the
gross sales. This royalty would be comparable to other royalties paid for branded
merchandise that does not have an established market.

- In conclusion, BHGP believes that this plan will successfully attract trade and tourism to
our City and further brand the City of Beverly Hills as the premiere destination in the
United States. We ask for your support in this endeavor and are committed to the future
developments of the City.

Bruce A. Cole
Co-Chairman
Beverly Hills Global Partners

Howard Szabo
Co-Chairman
Beverly Hills Global Partners

Richard Rosenzweig
Ambassador
Beverly Hills Global Partners
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BEVERLY IHLLS SISTER CITY COMMITEE

(Beverly Hills Global Partner Ine.)

Proposal for Full-time BHSCC Representative in Pudong, July 30, 2007

International Sister City - Pudong New Area, Shanghai, China

Position Overview

The proposed full-time employee in Pudong will be responsible for coordination of delegations
for BHSCC, follow-up and implement our objectives in promoting friendship, tourism, retail,
establishment of corporate headquarters, and further cultural and educational exchanges. We
have already initiated sister city discussions with the Pudong government foreign affairs office,
enterprises for program sponsorship and other organizations for cultural and educational
exchange. The initial funding of US$100,000 is crucial to immediately staff a full time employee
in order to move these programs forward. According to the time line in the business plan, BHSCC
will be able to achieve self-funding status from merchandising in the second operation year (see
business plan for more details).

Responsibilities of the BHSCC Representative

Set up local operation and implement strategies to promote Beverly Hills

Establish and maintain good relations with local governments, businesses, cultural and
educational organizations

Develop partnerships with local entities to attract enterprises to Beverly Hills

Access market opportunities to develop additional BHSCC programs

Facilitate marketing and promotion of the City of Beverly Hills

Research and assess business information relevant to sister cities programs

o o

To achieve our self-funding financial status, BHSCC is also to hire a full-time employee
specialized in licensing management at a long-term perspective.

Proposed Budget for First Year

Items Amount
Salary for full-time representative $60,000
Traveling $10,000
Office Space (Jin Mao Tower) $10,000
Miscellangous Marketing Expenses $20,000
Total $100,000

Self-funding in Second Year

In the second year, when the merchandising plan for BHSCC has been implemented, BHSCC will
recruit a second staff member responsible for the distribution and licensing of Beverly Hills
Merchandise.

Since BHGP is established as a 501(c-3) non profit organization with the sole purpose to promote
the City of Beverly Hills, proceeds from the sale of Beverly Hills merchandise would be
committed to the establishment and operation of a full tourism and trade office. This would also
cover second year’s cost and expenses of the full time representative for the City of Beverly Hills.
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Branding Beverly Hills to Sister Cities

Business Plan for Beverly Hill Sister City Committee

By Beverly Hills Global Partners Inc.
Revised August 3, 2008
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Branding Severly Hills City to Sister Citics, Business Plan by Beverly Hills Global $artners Lne.
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Branding Beverly 1ills City to Sister Cities, Business Pl by Beverly ills Globa Pariners Inc.

Executive Summary

Business Concept

As Beverly Hills seeks to strengthen its branding to attract more tourism, commercial and business
opportunities and cultural/educational exchanges, Beverly Hills Global Partners Inc., a not for profit
Corporation, that functions as the Beverly Hills Sister City Committee (Herein after referred as
“BHSCC™) is established to act as a proactive ambassador and an effective hub to market and promote
Beverly Hills, in its sister cities including the Pudong district of Shanghai, , Herzliya, Cannes and
Acapulco. BHSCC will leverage the luxury, high-end brand image of Beverly Hills to build profound
bi-lateral commercial connections and transactions beneficial for Beverly Hills and its sister cities in
tourism, hotel, couture retail, corporate real estate, and entertainment events, and to promote cultural
and educational exchanges, as well as promote friendship and better understanding with its Sister

Cities..

BHSCC seeks to launch a merchandising plan to highlight the brand of Beverly Hills in China and to
replicate this business model to other sister cities, if successful. The plan creatively utilizes retail
presence as a multi-purpose media to reach out to target consumers. Ideas in the plan embody retail of
Beverly Hills brand products, kiosks in store with BH hotels and restaurants promotion materials and
advertorials on major websites or publications of Beverly Hills traveling and entertainment articles
from insiders’ views. Partnership with high-end tourism agencies, whose consumers are mainly wealthy
business people, is another power engine to bring back more business growth in hotels, retails. The
third tool is promoting cultural and educational events among sister cities such as Beverly Hills
international documentary movie festival, Jazz Music Festival, and high school students exchange
programs. BHSCC also intends to encourage Beverly Hills residents to tour China and conduct

business in China.

Business Potentials in Tourism, Retail and Corporate Office Purchasing/Leasing

BHSCC will tailor a fit business focus for each sister city to promote Beverly Hills opportunities
based upon its commercial strength and business polentials.

Retail Potentials

Cannes and Shanghai will be the focus for BHSCC to develop trade and business in retail for their
competitive advantages. Cannes is preeminent for its high-end retail heritage. Shanghai is also a
traditional commercial sector in China. The retail potential in China is tremendous: The overall revenue
of whelesale and retail in China from January to May in 2008 is 3511 billion, soared by 20% compared
to that in 2007.!

| Source: MNatsonal Burcau of Statistics of China
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Brauding Beverly Hills City to Sister Cilies, Business Plan by Beverly Elills Global Partners Inc.

Main Tourism Statistics for sister cities’ regions
All sister cities have large market potential and steady growth in tourists attraction to Beverly Hills as

the statistics for those regions.

China’s outbound market: Tn 2007, outbound tourist numbers reached 40.95 million, up 18.6%.
According to TNS reports in 2008, 20% people with plans to travel abroad within next 12 months will
select U.S, as their destination which is listed the fifth most popular. Those attractive cities in the U.S.
include New York (72%), Los Angeles (47%), San Franciscodl, Las Vegas (35%) and Washington D.C.
(30%) * As per the 2007 China outbound travels report done by A. C. Nielson, average outbound
expenditure reached $3000/per person. Chinese traveling to Europe spent an average of $5347, which

makes China tourists Number | in tourist expenditures .!

Cutbound tourism siatistics from regions of other sister cities’: Visitation from Western Europe,
accounted for almost 46 percent of 6verseas arrivals, and was up 13 percent in 2007 with 10.9 million
visitors. Visitation from Asia increased four percent in 2007 and accounted for 27 percent of overseas
arrivals. Growth was driven by record visitation from both India and the People’s Republic of China,
which increased 39 percent and 24 percent, respectively for the year. Middle Eastern arrivals were up
12 percent in 2007. [srael accounted for 51 percent of amivals from the Middle East and was up 0

percent for the year.
Establishing Corporate Offices in Beverly Hills

BHSCC seeks to attract more foreign entities from sister cities to establish offices in Beverly Hills.
Target industries will mainly focused on high-end retail, electronics, professional services and
entertainment. As China continues to open up and reform its economic and financial activities and seek
alignment with global economy; in the foresecable future, more Chinese enterprises will seek to expand
operations beyond their shores so as to grow the business and to expand their link with the international
markets. Such a sitwation will be conducive to the development of attracting more corporate offices in
Beverly Hills and China will be the initial targeting market.

A survey done by CCPIT covered 220 CCPIT member companies and CCPIT sub-charters in |1
provincial and city level. The main findings of the survey:

» 19% of companies surveyed have had investment abroad, over 57% of these have invested in Asia,
with 23% invested in the United States;

« Setting up trade representative or sales office is the most common form of ODI at 90%,;

« Trade or sales office staff average 2.8 personnel;

« 83% of companies surveyed intent to invest abroad within the next 2 to 3 years, 37% intent to invest
abroad within the next 12 months;

= 92% of the companies surveyed intent to purchase rather than rent office space;

* 63% of the companies surveyed intent to spend up to RMB 4 million for office space;

* 78% of the companies surveyed intend to bring family along if the destination is the United States;
* 52% intent to invest in the U.S, and 74% intent to invest in California and 62% prefer Southern

California;

Sonrce: National Tourism Burcau

Source: htlp://travel gznet.com/news/news_yj/200806/t20080616_645283.iml
Source: hitp:#business.selu.com/20073029/n252929606.shtl

Source: httpi/wwiv.cammerce.gov

[FRNE ]
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Branding Beverdy Hills City 1o Sister Cities, Business Plan by Beverly 1lls Global Partners Inc.

* Top three factors for choosing California: Quality of life in California, access to key markets and

technologies & innovations.

Although more Israeli companies are acquisitions targets than are buyers, there are corporate gianis in
the Israeli economy that are considered global leaders in their fields, around which extensive and
promising industries have been concentrated. For these companies, the home turf is too small, and

therefore, they purchase and invest around the world. Herzliva hence is another concentration for
attracting corporate real estate purchase or leasing at Beverly Hills.

Management Team

BHSCC in Los Angeles and its proposed Employee at Pudong Office

Required Initial Funding for Operations Based in Pudong and its Use

Items Amount Time to Jaunch
Staffing of a full-time representative in Shanghai $45,000 Before September 2008
Traveling $25,000 October 2008
Office Leasing {100 sqm in Pudong, Shanghai) $20,000 October 2008
Miscellaneous Expense $10,000 October 2008
Total 100,000
Page 5
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Branding Beverly [Llls City to Sister Cities, Busingss Plan by Beverly dlills Global Paniners Inc.

Part One: Beverly Hills Committee Profile

Committee Responsibilities and its Management Structure

BHSSC ( Please see as Appendices: [ Members List, Page 12) was established to form strategic
partnerships with specific international cities to develop and promote cooperative business
relationships in tourism, high end retail, entertainment, and corporate office location; promote art and
cultural exchange both as an economic development vehicle and as a mechanism for developing
dialogue between communities; promote educational opportunities and exchanges through
development of relationships with the high school systems; foster inter-governmental dialogue to
provide leadership and develop best practices amongst partner cities. The BHSSC organizatien would
provide yet another vehicle, such as licensing, to promote the Beverly Hills brand.

The management in operation will be Beverly Hills Sister City Committee and its operation staff in
Shanghai. The execution party of merchandising in China will be Playboy Inc. Hong Kong Licensee

management team and the merchandising staff in Shanghai.

Committee Missions and Tasks

1. Promote Beverly Hills” high-end brand image in sister cities to benefit Beverly Hills community
in tourism, high-end retail, cultural, educational exchanges.

2. Foster government dialogues and connections to explere more cooperation opportunities.
Launch products in the brand of Beverly Hills with “green concept” in China to achieve
self-funding status. Replicate successful business models to other sister cities at the long-run
perspective,

4.  Reach out to culture organizations to promote Beverly Hills culture and entertainment events such
as movie festivals and jazz music festivals.
Strengthen the bonding in educational exchanges among high schools located in sister cities.
Explore every other business potential mutually beneficial for both Beverly Hills and its sister
cities in tourism, expositions, headquarter real estate, and educational and cultural exchanges.

Page 6
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Branding Beverly Hills City to Sister Cities, Business Plin by Beverly [hils Global Partnezs Inc.

Summary of Activity to Date

BHSCC has achieved progress in the following aspects to date:

I.  Setup the Sister City Committee
Established Sister City status with Herzlyia, Israel
Initiated the conference between Beverly Hills City and Pudong Shanghai in Qct. 2008 to promote
sister city partnership. ( Please sec the detailed proposal in appendices 1, Page 16)

4. Drafted business plan incorporating merchandising plan in China (Please sec the plan in
appendices II1, Page 19)

5. Reached out to entities and organizations in Israel, France and China to promote Beverly Hills

Documentary Filim Festival

Contacted high-end tourism agencies in all sister cities on potential partnership

®peveloped with Playboy Licensing Group a sublicensing concept

Planed further meetings with relevant parties in merchandising details

e o

Arranged Beverly Hills Delegation to travel to Pudong, China for meetings with Government and

private companies from Oct.31 to Nevember 3, including Mayor, members of BHSSC board, and

CVB representation

10. Proposed office leasing or purchasing at Beverly Hills to some entities in sister cities. A leading
couture Chinese brand has been introduced and is planning to debut a retail store in the near
future.

t1. Spoken with selected high schools in Herzliya and Pudong/Shanghai on educational exchange

programs.

Competencies

1. Protagonist: BHSCC will take initiatives in exploring and encouraging any possible business
potential mutually beneficial for Beverly Hills and its sister cities.

2. Professionalism: BHSCC is to hire full-time staff to operate in business development,
merchandising and cultural, educational exchanges for all sister cities.

3. Profound local networks: BHSCC members and its partners have set up profound local networks
with traceable achievements in local business and government relations based on master
understanding of local markets and culture.

4. Authority by Beverly Hiils City and support from sister cities’ governments

5. Playboy's retail presence and distribution network in Shanghai, China and in other sister cities.

6. Operational excellence to be achieved by staffing a full-time employee in Shanghai China for
bilateral business and culture promotions between Beverly Hills and its sister cities.

® To {he extent that the ficensing of the Beverly Hils shield is involved or any loge or name in which the City has
any existing contractual cbligations, we wiil work with such entities at the direction of the City.
Page 7

Page 84 of 116



CBH - City Council Study Session - 09/02/2008

Branding Beverly Hills City to Sister Cities. Business Pl by Beverly Hills Global Partncrs I

Implementation Strategies

Self-Funding Strategies:

. Retail Presence with licensed Beverly Hills Brand products: to be determined in consultation with
the City and its sub-licensees.

2, Leverage mature distribution brand name and network to achieve self-funding, such as partner

with Playboy in merchandising.

3.  Membership Sales of the Business Club. The membership will be categorized as Golden
membership with $20000 annual fee and ordinary membership with $5000 annual fee. Golden
Club members will enjoy internal business newsletters with investment information from all sister
cities; free advertorials on major partnered local media; Discount media package on major sister
city local media such as Beverly Hills Courier; Free initial investment consultancy; Display
brochure in partnered hotels and restaurants in all sister cities. Free invitation to Beverly Hills
Movie Festivals and other cultural events held in sister cities. The ordinary membership will only
enjoy the last two benefits.

Potential Business Attraction Strategies:

4. Market and promotion materials, displayed on a kiosk in retail stores, of cultural or educational
events at retail stores: Documentary Beverly Hills Documentary Film Festival, Jazz music
Festival

5. Strengthen Beverly Hills brand and its awareness by publicizing insider tips for traveling at
Beverly Hills on major BBS and on famous tourism websites, for instance, partner with Xie
Cheng, the public company listed on NASDAQ and the largest commercial and personal tourism

company with unique internet business mode.

Cultural and Educational Exchange Promotion Strategies:

6. Initiate the cultural and educational exchange program through contacting local cultural
organizations and high schools.

7. Advertorials with contents related to Beverly Hills on major publications such as City Weekend, a
free English and Chinese publication targeting at middle-class in China.

Benefits to Beverly Hills Community

l.  Increase the brand awareness of Beverly Hills among sister cities and their clusters.
2. Contribute to new economic growth in real estate, hotel business, retail and so forth.

3. Strengthen connections and interactions in cultural and educational exchanges

Keys to Success in BHSCC operations in merchandising

1. Trademark registration
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It is vital to register a lawful trademark in China to utilize as a media te showcase high-end,
luxury brand image of Beverly Hills, since Chinese consumers with middle to high income

are inclined to accept brands with clear and unigue brand image as well as reliable products.

2. Brand awareness
Not all sister cities have the full awareness of Beverly Hills City. For instance, Chinese are
familiar with Hollywood by movies and TV but rarely know about Beverly Hills. Brand

awareness is the foundation to achieve operational excellence for this business plan.

3. Operational Excellence
Although BHSCC is in discussions with Playboy to merchandise in China, one full-time
employee in charge of daily operation and a reliable and effective merchandising partner in
branding and product development are essential to follow through in executing the business
objectives and guarantee operational excellence and business achievements in China’s high

growth and intensively competitive market.

Location and Facilities

BHSCC office sites
Shanghai Office: Jin Mao Tower

Other sister cities such as Herzliya

Cooperation Partners Introduction

“The Playboy Licensing Group” is a division of Playboy Enterprises. The Licensing segment licenses
the Playboy name, the Rabbit Head design and other images, trademarks, and artwork, as well as the
Spice name and trademarks for various men’s and women's apparel, men's underwear and women's
lingerie, accessories, collectibles, cigars, watches, jewelry, fragrances, small leather goods, stationery,

music, eyewear, barware, and home fashions.

The Company's trademarks and copyrights are critical to the success and potential growth of all of its
businesses. Its trademarks, which are renewable periodically and which can be renewed indefinitely,
include Playboy, the Rabbit Head Desigi, Playmate and Spice. The Company also owns numerous
domain names related to its online business. In 2005, Playboy maved into the top 50 World's largest
licensors.

Currently the Licensing division accounts for about [0% of the revemie and 12% profit of the Playboy
Enterprises.” »

7 Cited from Wikipedia
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In China, due to government strict restrictions in media, Playboy repositioned its brand as “leisure and
sporty” in merchandising. The national distribution network of 400 stores brings Playboy stable retail

growth and the No.| sperty tee brand name in China.
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Part Two: Operations and Finance

Responsibilities of personnel in Shanghai Office

Trade Representative

@  Setup local operation strategies of promoting Beverly Hills

@  Establish and maintain good relations with local governments and cultural or educational
organizations

Collect business information and make news clipping from all sister cities

Evaluate and pariner with-local entities to bring business to Beverly Hiils City

Report timely to BHSCC at Los Angeles

Travel to other sister cities to facilitate events promotion and public relations

e @ ¢ @

Merchandising Representative

® Establish merchandising strategies to meet sales target and achieve continuous growth
potential of licensed products

Draft and launching merchandising plans

Overview product development, trade show and retails

Maintain good relations among licensees

Supervise brand management and legal affairs related to merchandising

Report timely to BHSCC at Los Angeles

Risks and Contingencies

The difference caused by local laws and lecal practice will be the major hurdle in operation. This
requires extensive knowledge, experience and profound government relations to guarantee the output

of this business plan.

In terms of merchandising, since China is continuously open and loosening its market regulation
constraints, the most foreseeable risk will be increased competition for foreign brands both from
international brands and local brands. Despite increased nwumbers of competitors, the extent of
competition will be upgraded as well. For example, more brands are adopting proactive branding
strategy which may cease licensing but establish its own joint venture or wholly-owned subsidiaries to
achieve aggressive sales growth and to grab more market shares. Under such circumstances, close and
harmony cooperation between licensors and licensees play an important role in retaining competitive

advantages.
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Financial Projections

The business plan suggests a passive licensing strategy to leverage Playboy’s licensing

management team in merchandising, distribution and retails. BHSCC is locating an operation

officer and a merchandising representative in Shanghai to coordinale and cooperate with licensees

and in other cultural or educational promotion events. In summary, the income will mainly come

from license fee, membership fee and website advertisement; the expenditure will be caused by

staffing, daily office operation and traveling. The detailed financial budgeting is shown as the

following. (Please sce the balance sheel in appendlces Iv, page 26)

BHSCC

Year
Calendar Date

INCOME STATEMENT

Estimation of Sales

chensee stgres

mermelslalp annual ree prx

Mnmbarshlp He-mnue T
websile zd Inco

.. [annual growth ] )
10% o $400 000, S4BADND _ §532,400
200% T [} Fi

I KL nom CEED
5% 0
7%

Cost of Goods Sold : ! ;

RENT 180000 10% 100550 $110000 ¢ $131 000 313300 $145.410

i S U e - A

Efectneity 10 1o ng 10|
Telephoneintemat g 500 500

epreclation

Interest

5 years straighl
iine

$296,750 ¢

Salary of ope % TRaERETTT B4 ARG 459895, fes el
Salary. mezcl e 000 8% _ §62500: 380,750 $53.005
staff bonus ligensing  M8% $18.480: 960984 201247
compuler and phones i0gEe 5 000 5000 301 50 $0

travel - 50000 0% 550000 5500 380200 __ 65,550
insurance 200 B 3RO 220 CEA QM S0 82380
ail other unexpected fees 1000C 0% 319,500 L 12,100° $13310 14641

TOTAL 8GSA $105.000 $2181400 $312,050 | 34774730 |

Interest rate

Agsumplion

Tax Rate

Taxable mcome fil G D 581,432 556!
Tax paid 50 30 [ 90 SaeaA 1
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Appendices

[. BHSCC Members List

Robert Anderson

604 North Arden Avenue
Beverly Hills, 90210
(310) 276-1022
ardendriapacbell.net

Tom Blumenthal, President
251 North Beverly Drive
Beverly Hills, CA 90210
(310)273-4941
tblumenthaifeeearys.com

Hon. Barry Brucker
(310) 385-1013
bbrucker@independentinl.com

Bruce Cole®

Vice Chairman

China Consolidated Investments Ltd.
630 North Eim Drive

Beverly Hills, CA 90210

(310) 247-0050

beolefmorgansiern.us

Hon. Jimmy Delshad
(310)285-1013

jimmy@idelshad.com

Les Garland, SVP, Live Nations
(954)290-0916

lgarlandoafierplav.net

Susan L. Helier, Esq.
Greenberg Traurig, LLP

2450 Colorado Ave., Suite 400E
Santa Monica, CA 90404

Tel: (310) 586-6568

Fax: (310) 586-0568

¥ BHSCC Co-Chairman
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Rabbi Laura Geller, Chief Rabbi
Temple Emanuel of Beverly Hills
10552 Putney Road

Los Angeles, CA

(310)288-3742

rabbigeler(@iebh.org

Bob Gersh, President
Gersh Agency

802 North Elm Drive
Beverly Hills, CA 90210
(310)274-6611
bgershizigershia.com

Hon. Meralee Goldman

1122 San Ysidro Drive
Beverly Hills, CA90210
{(310)387-1010
meralee@dagl.com

Susan Heller, Esq.
Trademarlk/Branding Partner
Greenberg Traurig, LLC
(310)586-7700
hellesst@atlaw.com

John Ho, Director

Colliers International

865 South Figueroa St. Suite 3500
Los Angeles, CA 90017

John.hocolliers.com
(213)820-8868

Paunl Kuperstein

Kuperstein & Ong, LLP

1940 Century Park East, Suite 200
Los Angeles, CA 906067

paul¢ikocpas.com

Hon. Myra Lurie

Board Member,Beverly Hills Board of Education
340 S. Peck Drive

Beverly Hills, CA 90212

(310)277-2722

mslicken@aol.com
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Paula Kent Meehan

499 North Canon Drive
Beverly Hills, CA 90210
(310)887-7065

pikente@kenguest.com

Vicky Mense, President
Xian Restaurant

362 N. Canon Drive
Beverly Hills, CA 90210

vmense;waoi.com
(310)275-3345

Hon. Vicki Reynolds

619 North Linden

Beverly Hills, CA 9021¢
(310) 276-6379

Richard Rosenzweig, EVP and Director
Playboy Enterprises, Inc.

10236 Charring Cross Rd.

LA, CA 90024

dick@@playboy.com
(310)8604204

Hon. Alissa Roston
439 South Camden Dr.

Beverly Hills, CA 90212
{310)553-1983

alissarostonipaol.com

Clifton S. Smith, Jr., Publisher
Beverly Hills Courier

Beverly Hills Design & Life Magazine
8840 Olympic Blvd.

Beverly Hills, 90211

(310)786-7600

ssiawvyerst@earthlink.nel

Kathy Smits

Director, Beverly Hills Conference and Visitors Bureau
239 South Beverly DriveBevorly Hills, CA 90212
.800.345.2210

smits@beverlvhillshehere.com
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Howard Szabo®
Szabo Realty

Tel: (310) 203-0111
Fax: (310) 203-0555
Cell: (310) 474-2222

howardgészaborealtyv.com

Dan Walsh, CEO

Beverly Hills Chamber of Commerce
239 South Beverly Drive

Beverly Hills, CA 9021
(310)248-1000

walshi@beverlvhillschamber.com

? BHSCC Co-Chairman
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11. Proposal to the Beverty Hills City Council May 14, 2008

International Sister City - Pudong New Area, Shanghat, China
Overview

Over 30 million Chinese tourists traveled outside China last year with the majority of those
Chinese tourists visiting Europe and Australia. Only 600,000 visited the USA. This was mainly
due to difficullics and tough application requirements in order o acquire a tourist visa to travel o
the United States. Recognizing the passing opportunity, this year our government signed an
agreement with the Chinese government to allow for the approval of more lourist visas o our
country and paving the way for millions of Chinese tourist to visit our counfry. Additionally, the
Chinese tourists are ranked number one in terms of consumer spending and the United States is
one of their most preferred destination. As the iconic city of the United States, Beverly Hills needs
to take an active role to altract trade, tourism and exchanges to our City. Beverly Hills Global
Partners (“BHGP”) was established, in part, to [ulfill that role and would like to put forth the
following initiatives and programs to achieve that goal.

Beverly Hills Trade & Tourism Office in Pudong New Area, Shanghai, China

The BHGP would like to work directly with the City Council of Beverly Hills to establish a trade
and tourism presence in Shanghai, including the Pudong New Area in order to promote the brand
of Beverly Hills and attract businesses and tourism to the City.

We are requesting that the City Council grant the Sister City CBHGP licensing rights to distribute
Beverly Hills branded merchandise in Shanghai, including the Pudong New Area The official
merchandise will be used to further the brand of the City of Beverly Hills and promote Beverly
Hills as the premiere tourism, cultural, and business destination [or Chinese tourists.

BHGP will initiate a plan to distribute Beverly Hills merchandise through a professional retail
licensing firm in China. As part of the distribution of the merchandise through select retailers, we
will also include travel brochures, promotional materials, local business adverifisements and
additional information inviting tourists to our City. Furthermore, BHGP will hire a representative
in Pudong and Shanghai to manage the affairs of the merchandise sales and act as full time
ambassador on behalf of the City of Beverly Hills.

Initial discussions with Mr. Richard Rosenzweig, Executive Vice President and Director of
Playboy Enterprises, Inc., Chairman of Alta Loma Entertainment, President of the Playboy Jazz
Festival, and a leader of BHGP has resulied in Mr. Rosenzweig advising us that Playboy has
cxiensive licensing operations in China and would consider being our exclusive sub-licensee to
arrange for the distribution of our licensed merchandise. Playboy merchandise is ranked the
number one brand in China for men’s business attire and shoes. With over 400 stores across China
and an established licensing practice, the distribution of the Beverly Hills merchandise would be
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successfully carried cut through their network.

Since BHGP is established as a 501{c-3) non profit organization with the sole purpose Lo promote
the City of Beverly Hills, proceeds from the sale of Beverly Hills merchandise would be
commifted to the establishment and operation of a full tourism and trade office. This would also
include the hiring of a full time representative for the City of Beverly Hills with the sole purpose
of promoting the interests of the City.

[ am confident that we can quickly find someone quite capable who is residing in Shanghai to
work for BHGP full time with the following dulies: {i} promote Beverly Hills as a [irst destination
for Chinese tourists by working with both government and private tourist agencies; (ii) recruil
high-end, branded, retail businesses to Iocate in Beverly Hills; {iii) entice Chinese companies to
establish HQ offices in Beverly Hills; (iv) promole and coordinate educational and cultural
exchanges; (v) supervise our BH merchandise sale program. The cost to support this effort for
the first year is $100,000.

To initiate the plan, we would request the City of Beverly Hills to allocate funds for only the first
year of operation. It is our objective to have the Beverly Hills Shanghai-Pudong New Area Trade
and Tourism Office Rdly self cfficient in the second year from the sale proceeds of the

merchandise.

BHGP would pay the City of Beverly Hills a royalty consisting of a percentage of the gross sales.
This royalty would be comparable to other royalties paid for branded merchandise that does not
have an established market.

In conclusion, BHGP believes that this plan will successfully attract trade and tourism to our City
and further brand the City of Beverly Hills as the premiere destination in the United States. We ask
for your support in this endeavor and are committed to the future developments of the City.

Bruce A. Cole
Co-Chairman
Beverly Hills Global Partners

Howard Szabo
Co-Chairman
Beverly Hills Global Partners

Richard Rosenzweig
Ambassador
Beverly Hills Global Partners

The proposed full-time employee in Pudong is to coordinate owr delegation, follow-up and
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implement our objectives in promoting friendship, tourism, retail, corporate headquarters import,
cultural and educational cxchanges. Since we have staried reaching out to Pudong government
for sister cily discussion and enterprises for sponsership and to organizations and high schools for
cultural and educational exchange, the initial US$100,000 is essential for advancing all projects at
hand and events ongoing. According to the time line in the business plan, BHSCC will be able 1o
achieve self-funding status from merchandising in the second operation year.

Responsibilities of the Operation Delegation (US$100,000)
® Set up local operation strategies of promoting Beverly Hills City
© Esiablish and maintain good relations with local governments, cultural and educational
organizations
Collect business information and make news clipping from all sister cities
Evaluate and partner with [ocal entities to bring business to Beverly Hills City
Report timely to BHSCC at Los Angeles
Travel to other sister cities to facilitate events promotion and public relations

To achieve our self-funding financial status, BHSCC is also to hire a full-time employee
specialized in licensing management at a long-tenn perspeclive,

Responsibilities of the Merchandising Representative (TBD})
® [Establish merchandising siralegies to meet sales target and achieve continuous growth
potential of licensed products
Draft and launch merchandising plans
Overview product development, trade show and retails
Maintain good relations among licensees
Supervise brand management and legal affairs related to merchandising
Report timely to BHSCC at Los Angeles
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111 Merchandising in China for Beverly Hills Brand

Industry Analysis 10

Huge market potential and predictable middie-class purchasing trends

“The huge size of the economy has made China the second largest licensing market in Asia -- retail
sales of licensed products totaled US$ 680 million in 2001 -- roughly the same as such sales in all East
Asian economies combined. Nevertheless, China's licensing market is still in its infancy with much
room for expansion. For instance, per capita sales of licensed products are at a low fevel (just over US§

0.4) and such sales only accounted for 0.1% of China's total retail sales of consumer products in 2001.

Backed by a robust economy and rising consumption power, the growth potential of China's ficensing
market is huge. As in the case of many higher-end consumer goods, the purchase of licensed products
leapfrogs as income rises. From the experience of licensing markets across Asian economigs, it is
estimated that every 1% increase in per capita GDP can bring about more than 1.4% growth in per
capita sales of licensed products. That implies, by 2010, that China's licensing market could be worth
over USS 1.5 billion a year. In high-income cities such as Shanghai, Guangzhou, Shenzhen, Beijing
and other major localities in the Pearl River Delta and Yangtze River Delta, retail sales of licensed

products could rise to over US3 5 per person per year.
Foreign licensing products achieved dominant market position

The huge attraction of China's licensing business is pulling licensors and licensing agents from all over
the world into the market., The market has vet to attain the sophistication that is necessary to breed a
large number of local licensors and licensing agents. Foreign licensing companies are therefore

spearhieading the development of the industry in China.”

China's licensing market is currently dominated by foreign character properties. Over 90% of the
best-selling licensed products involve foreign properties. Mickey Mouse, Winnie the Pooh, Donald
Duck, Snoopy (US), Doraemon, Hello Kitty, Ultraman (Japan) and Teletubbies (UK) are just some of
the examples. Many of these properties are either from Hong Kong-based licensors or are handled by
Hong Kong-based licensing agents. Because of the dominance of characters, particularly
cartoon-driven characters, the application of the properties is geared towards industries producing
child-related goods like toys and games, apparel, stationery and children’s goods.

As the concept of licensing remains new to many Mainland companies, foreign licensees play an
important role in China owing to their strong concept of IPR protection and business practices that are
in line with international standards. At present, 60% of the licensees in China are foreign-funded. The
majority of these companies are from Hong Kong and Taiwan. Major distribution channels for licensed
products are also foreign-funded, many of which are big foreign chain discount stores like Carrefour,
Wal-Mart and Metro, which offer licensed merchandise priced in the mid-range.

10 “Licensing in China - The Hong Kooy Bridge™ by Hong Kong Trading Develepment Comminee(HKTDC)
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Geographic preferences: Metropolitan Commercial Clusters

Business opportunities will continue to be found in the three regional licensing centers -- Shanghai,
Beijing and Guangzhou. Opportunities in lower-tier cities will only become substantial after more
reliable distribution channels that provide adequate IPR protection are established. Licensed products

priced in the mid-range will achieve the highest market penetration.

Below charts illustrated above statement:"!

China Complexity “Tiers” of Economic Development
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Licensors’ management is vital

While sensing the rising popularity of licensed products in the market, many Mainland companies have
yet to realize the full benefits of selling licensed products and the proper channels for starting a
licensing business. Considerable efforts need to be devoted to educate them about the benefits and
proper practices of the licensing business. To build access to these potential Mainland licensees,

pro-active marketing strategies are crucial.

Nevertheless, unlike licensees in other Asian economies, Mainland licensees may need greater support
from licensors and licensing agents in terms of product development/application of the licensed

properties, promotion of their licensed products and business model formulation.”

11
Cited from LEK consulting “Suceeeding in China's Mule-Layered Relai) Environment™
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Market Analysis

Definition of Overall Market

The target market to enter in the merchandising plan is the overall licensing market within China‘s
boundaries. The licensing market in China is glutted with brands with foreign character properties.
“Qver 90% of the best-selling licensed products invelve foreign properties. Mickey Mouse, Winnie the
Pooh, Daonald Duck, Snoopy (US), Doraemon, Hello Kitty, Ultraman (Japan) and Teletubbies {(UK) are

just some of the examples.”"

Market Size and Growth
According to HKDC'’s report, in 2009, the market size of licensing market in China will reach
US$1199 million in China with an averaged 11.2% annual growth mostly driven by the rising domestic

income and purchasing power.

Market Trends

Minimize Operational Risks and maximize profits by allying partners with local advantages and
available distribution networks

In regular practices for the merchandising or licensing industry, a brand adopts the strategy: “don’t put
all eggs in one basket” to license different entities at different local markets to minimize operation risks.
Even within one region, if the business potential is large and the market has multi-layers with various
geographic characteristics, there will be several distributors in such a region to meet local market

distribution needs.

Successful local operation experience, available local distribution network and sufficient professionals
are three key successful factors for a brand to consider whom to partner with. Distributors meeting
above criteria have sufficient capital to back up the licensing products and distribution channels
development. In practice, only reputable distributors can get ideal retail sites at extremely competitive
department stores and commercial streets; Department stores are apt to import those brands backed up
by mature and reputable distributors rather than risk importing those distributed by new comers.
Playboy is a qualified potential partner especially in Southern China regional market due to its

distribution network spread and proven sales achievement in China

Ouick action and response to get the right timing for market penetration

Backed by the large population and potential purchasing power increase, move and more licensing
foreign brands will make their go-to-market considerations and to take actions to take a piece of
China’s huge retail market cake. Timing is critical at this point. Quick response and action are
important for a brand to penetrate the market and achieve initial market advantage than those “late

birds™. Local operations are thereby necessary.

Distribution is the queen in merchandising
If branding and merchandising is the king, then the queen is the distribution. Distribution channel is

vital for the initial success for most licensing products. Duc to multi-layers’ market situation,

12 “Licensing in China - The Hong Kong Bridge™ by Hong Kong Trading Development Committee(#ETDC)
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department stores and chain stores will be two major distribution forms for high-end brands.

Market Segments.: From the aspect of function, the ntarket can be segmented info formal, leisure and
sporty segments. According to the classification of target consumers, the market can be segmented into

Men, Woman and Children’s markets.

Targeted Segments: At present, most licensing brands swarm to Cartoon-related or Children related
retail markets, such examples include Disney, Hello Kitty, Hush Puppies etc. The segment of high-end
apparel and footwear is stifl evolving and at its infant stage. Brands positioning at this segment only
have BMW, Lacoste and Nautica. In complex considerations of relatively large market potential and
less competition intensity, we are targeting at the sporty and leisure scgment market with mature

consumers from 30-45, mostly men.

Custemer Characteristics: Target'consumers are 30 -45 with high and stable income, have more
purchasing power, more loyal to brands than young people. They reside in major cities of China, such
as Shanghai, Beijing, Guangzhou and Shenzhen. They are well-educated, with middle to high income,
Jie in middle and top management executives in government, enterprises or organizations. These
consumers are more inclined to pursue the high level of life quality. They have sound knowledge about
famous brands and are more loyal to brands satisfying their needs in quality and brand image.

Customer Needs: Mature and elegant brand image and design; Fine, consistent and high quality;
Pleasant on-site purchasing experience; Convenient after-sales service and easily reachable sales

availability in stores and website.
Product Positioning
High guality, elegant and simple design: to meet mature men’s taste

Cross-match: to increase suites sales

Green, healthy fiber: to highlight comfort and health

Easy care: to meet the need of fast paced life for target consumers

Competition Position

Nautica, BMW lifestyle and Lacoste have entered China’s market for years with exploding sales
growth. However, due to the overall large market size and relatively few players, at present, there is no
dominating brand in the leisure sporty for mature male segment market. China’s GDP per capita just
exceeded US$1000, according the developed countries history, personal expenditure will increase fast
after this stage. The Beijing Olympic is a great event to educate consumers and stimulate huge market

consumption and growth. Sportswear industry will be among one the most beneficial ones.
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Branding Beverly Hils City 1o Sister Cilies, Business Plan by Beverly 11ills Global Pariners Inc.

Competitors Profiles are listed as the following:

Nautica: Founded in 1983, with China market penetration in 1994, Nautica achieved leading market
positions in China with the brand image of navigate life, timeless balanced and energetic elements. Its
distribution network has 120 stores national-wide and realized an average 15%-20% growth in the

latest ten years.

mullmmxm
REAGTRLA

BMW: Partnered and cooperated with Ports, BMW lifestyle debuted its retail presence in the form of a
boutique store in 2001. Till 2005, BMW Lifestyle sales have taken up 7% of Ports’ China sales and are
expected to grow aggressively with more popularity and greater brand awareness.

Lacoste: Established joint venture in 2003, Lacoste expanded its sales fast in China from US$150,000
in 1995 to US$ 24 million in 2004, It positioned as “preppy pop™.
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Marketing and Sales

Products Offered: The most popular product categories in China for target consumers are apparel,
footwear and accessories including caps, key rings and other souvenirs with Beverly Hills” tokens.

Pricing: The pricing strategy is consistent with Beverly Hills’ high-end brand image and to provide

adequate markup for both licensors and licensees.

According to prevailed price in retail market, the initial price range will be as the following:
Apparel: 340-$250
Footwear: $100-$200

Accessories and souvenirs: Above $ 10

Distribution: Distribution strategy is to start from Shanghai’s market, which is the best trial market for
international brands’ penetration, to major cities. It is most convenient for Beverly Hills brand to
partner those brands with success distribution operations such as Playboy and other famous local
brands, utilizing their distribution networks.

Promeotion: Due to budget constraint, Beverly Hills brand’s prometion will mainly include advertorial,

POP and events initiated by licensees.
Trade Shows: The trade show’s time schedule will be in line with those held by licensees.
Discounts and Incentives: Extract 20% license fee of net profit.

Sales Forecasts (please see detailed calculation in finance budgeting)
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Assumptions made by average refail data in China by market researcih:

@  Extract 20% of net profit of retail sales

©  Start from 0 stores with annual 200% increase

@ Average retai] sales are US$400,000/year, with 10% annual growth (estimate annual inflation rate
is 53%-8%)

®  Average net profit of retails at the segment is 7%

BHSCC
Year .
Calendarfate .. 3 T A L oeein o Sttt Ot Set13,
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1V. Balance Sheet
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RESOLUTION NOC. 06-R~12053

RESOLUTION OF THE COUNCIL OF THE CITY OF BEVERLY HILLS
ESTABLISHING A POLICY REGARDING REIMBURSEMENT OF EXPENSES

WHEREAS, the City of Beverly Hills and the Beverly Hills City Council take
stewardship over the use of limited public resources seriously;

WHEREAS, public resources may be used for travel and reimbursing the expenses of
members of the City Council and appointed officials on commissions and committees when there
is a benefit to the City and when conducting City business;

WHEREAS, the benefits to the City of reimbursing expenses incurred by members of the
City Council include but are not limited to: the opportunity to discuss the commumnity’s concerns
with Iocal, state and federal officials; participating in regional, state and national organizations
whose activities benefit and affect the City; attending educational seminars designed to improve
officials’ skill and information levels through continuing education and information sharing with
other public officials; and promoting public service and morale by recognizing such service;

WIHEREAS, legislative and other regional, state and federal agency business is
frequently conducted over meals; sharing a meal with regional, state and federal officials is
frequently the best opportunity for a more extensive, focused and uninterrupted communication
about the City’s policy concerns; and each meal expenditure must comply with the limits and
reporting requirements of local, state and federal law:

WHEREAS, this policy provides guidance to City Councilmembers and appointed
commissioners and committee members on the appropriate use and expenditnre of City
resources, as well as the standards against which those expenditures will be measured;

WHEREAS, this policy satisfies the requirements of Governrsent Code Sections 53232.2
and 53233.3;

WHEREAS, this policy supplements the definition of actual and necessary expenses for
purposes of applicable State laws relating to permissible uses of public resources;

NOW, THEREFORE, the City Council of the City of Beverly Hills does resolve as follows: -

Section 1. Application. This policy applies to all City Councilmembers and to
members of appointed commissions and committees as set forth in Section 17 of this Resolution
(collectively referred to herein as “public official”). In the event that expenses are incurred
which exceed these guidelines, the cost bome or reimbursed by the City will be limited to the
costs that fall within the guidelines, unless such excess amounts have been approved in advance
by the City Council.
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Section 2. Expenses. City funds, equipment, supplies, and staff time must only be
used for authorized business of the City of Beverly Hills.

Section 3. Authorized Expenses. Expenses incurred by a public official in
connection with the following types of activities generally constitute authorized expenses, and
may be reimbursed by the City as long as the other requirements of this policy are met:

A. Serving the needs of the residents, businesses and visitors of the City of Reverly
Hills.

B. Communicating with constituents in compliance with applicable laws;

C. Communicating with representatives of regional, state and national government

on City policy positions;

D. Attending educational seminars designed to improve public officials’ skill,
knowledge, and information levels;

E. City workshops (e.g., priority setting programs and the performance evaluation of
appointed staff)
F. Participating in regional, state and national organizations whose achivities benefit

or affect the City’s interests;

G. Attending City, comrnunity, regional and other events whose activities benefit or
positively affect the City’s interests;

H. Recognizing distinguished guests and visitors to the City (for example, a gift or
flowers to a visiting dignitary of nominal value and cost);

L Implementing a City-initiated strategy for attracting or retaining businesses to the
City.

Section 4. Prior Approval. The reimbursement of any international travel shall
requite prior approval by the City Council.

Section 5. Non-Reimbursable Expenses. Examples of personal expenses that the -
City will not reimburse include, but are not limited to:

A. The personal portion of any trip.
B. Political or charitable contributions.

C. Family expenses, including spouse or partner’s expenses when accompanying
official on agency-related business, as well as children-or pet-related expenses;
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D. Entertainment expenses, including but not limited to theater, movies (either in-
room or at the theater), recreational events not related to City business (including gym, massage
and/or golf related expenses), and cultural evenis not related to City business;

E. Non-mileage personal automobile expenses, including repairs, traffic citations,
insurance or gasoline;
F. Personal alcohol or bar expenses, vnless such alcohol or bar expense is consumed

in conjunction with activities set forth in Section 3.

Any questions regarding the propriety of a particular type of expense should be resolved by
seeking and receiving approval from the City Council prior to incutring the expense.

Section 6. Transportation. The most economical mode and class of iransportation
reasonably consistent with scheduling needs and the public official’s time constraints must be
used, using the most direct and time-efficient route. The public official must use government
and group rates offered by a provider of transportation when available. The City Council
recognizes and acknowledges that some public officials are part-time volunteers, and that
personal, employment and other commitments may impact the economy of available fravel
arrangements.

A, Airfare/Train/Personal Vehicle. Allowance for air and train travel is based on
actual round trip coach fare, tourist fare or by the method least costly to the City. Public officials
are expected to make special efforts to take advantage of discounts, special fares and travel
vouchers whenever available at reasonable and convenient times. Travel by personal vehicle
shall not exceed the cost of the airfare or train fare.

B. Automobile. Automobile mileage is reimbursed at Internal Revenue Service rates
presently in effect (see www.irs.gov). The Administrative Services Departroent shall provide a
new, adjusted mileage rate in January of each year, or when appropriate, and the rate for 2006 is
44.5 cents per mile. These rates are designed to compensate the driver for gasoline, insurance,
maintenance, and other expenses associated with operating the vehicle. This amount does not
include bridge and road tolls, which are also reimbursable. The Internal Revenue Service rates
will not be paid for rental vehicles; only receipted fuel expenses will be reimbursed when a rental
vehicle is used during official travel. Public officials must have a valid California drivers license
and proof of insurance when using a personal vehicle for City business.

C. Car Rental. Allowance for car rental is based on actual cost to rent a full-size
vehicle. Public officials are expected to make special efforts to take advantage of discounts,
special fares and fravel vouchers whenever available at reasonable and convenient times. Public
officials must have a valid California drivers license and proof of insurance when using a rental
vehicle while on City business.

D. Taxis/Shuttles/Limousines/Town Cars. Taxis, shuttles, limousines, town cars
may be reimbursed, including up to a 20 percent gratuity per fare, when the cost of such fare is
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equal or less than the cost of car rental, gasoline and parking combined, or when such
transportation is necessary for fime-efficiency. Public officials are expected to take the most
economical mode and class of transportation consistent with scheduling needs and the officials’
time constraints.

E. Parking Expenses. City will provide reimbursement for actual cost of parking
associated with travel, including parking at the airport, hotel and conference parking, fraining or
meetimg site or in conjunction with any activity set forth in Section 3 of this policy.

Section 7. Lodging. Lodging expenses will be reimbursed or paid for when trave] on
official City business reasonably requires an overnight stay. No reimbursement shall be made
when official travel is within 50 miles of the City Hall unless prior authorization is sought and
granted from the City Council. If the public official chooses to utilize a higher rate hotel or
accommodaiion outside this policy, the public official is personally responsible for the difference
in cost.

A Conferences/Meetings. If such lodging is in connection with a conference,
lodging expenses must not exceed the group rate published by the conference sponsor for the
meeting in question if such rates are available at the time of booking. If the group rate is not
available, see paragraph B of this Section.

B. Other Lodging. The public official must request government lodging rates, when
available. Lodging rates that are equal or less to government rates are presumed to be reasonable
and hence reimbursable for purposes of this policy. In the event that government rates are not
available at a given time or in a given area or for a particular hotel property, lodging rates that do
not exceed a rate offered for a standard room in a hotel rated no more than four stars on a five
star scale listed on websites such as www.travelocity.com, www.expedia.com, www.orbitz.com
or www.hotels.com shall be considered reasonable and hence reimbursable.

Section 8. Meals. Public officials should, when available, take meals that are
provided as part of a seminar or conference registration fee. Reimbursable meal expenses and
associated grafuities shall not exceed a daily rate of $150 per person for breakfast, lunch and/or
dinner including tax and tip. This amount shall be adjusted annually without further action by
the City Council to reflect changes in the cost of living in accordance with statistics published by
the United States Department of Labor, Bureau of Labor Statistics Consumer Price Index, all
urban consumers for the Los Angeles/Anaheim/Riverside Metropolitan Area. (The annual
adjustment will be based on this area whether travel is within the area or not) The City will
reimburse alcohol or bar expenses if such expense is in conjunction with meals taken as part of -
an authorized activity as set forth in Section 3 of this policy. If a public official exceeds the daily
amount for meals, the public official is required to pay these expenses from their personal funds
either by paying the additional expense directly or reimbursing the City, whichever method is
appropriate.

Section 9. Telephone/Fax/Cellular. Public officials shall be reimbursed for the actual
cost of all actual telephone and fax expenses while traveling on City business in order to
accomplish City-related business. Telephone bills should identify which calls were made on City
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business. For cellular calls when the public official has a particular number of minutes included
in the public official’s plan, the public official can identify the percentage of calls made on City
business and be reimbursed for that percentage of applicable charges. Personal calls up to thirty
minutes per day may be made at City expense.

Section 10.  Internet/Computer Rental and Related Egnipment. On out-of-town trips,
public officials will be reimbursed for the actnal cost of Internef access connection and/or usage
fees away from home, computer rental and related equipment if such use and devices are
necessary for City-related business.

Section 11.  Tips and Gratuities. Reasonable expenses for tips and gratuities are
allowed for hotel and transportation purposes will be reimbursed. Baggage handling fees of up to
$2 per bag will be reimbursed. Tips for meals are included in the daily meal rate, and therefore
are not separatsly reimbursed.

Section 12.  Cash Advance Policy. From time to time, it may be necessary for an
official fo request a cash advance to cover anticipated expenses while traveling or doing business
on the City’s behalf. Such request for an advance should be submitted fo the Administrative
Services Department not less than seven (7) days prior to the need for the advance with the
following information: (a) the purpose of the expenditure(s); (b) the anticipated amount of the
expenditure(s) (for exaraple, hotel rates, meal costs, and transportation expenses); and (c) the
dates of the expenditure(s).

Any unused advance must be returned to the City treasury within five (5) business days of the
official’s retumn, along with an expense report and receipts documenting how the advance was
used in compliance with this expense policy.

Section 13.  Expense Report Content and Submission Deadline. All cash advance
expenditures, credit card expenditures and expense reimbursement requests must be submitted on
an expense report form provided by the City. Public officials must submit their expense reports
within 30 days of an expense being incurred. All expenses reported on must comply with this
policy. Expense reports must document that the expense in question meets the requirements of
this Policy, including providing receipts and/or credit card slips. The inability to provide such
documentation in a timely fashion may result in the expense being bome by the official. The
information submitted is a public record.

Section 14.  Verification of Expense Reports. All expenses are subject to verification
that they comply with this Policy. The Chief Financial Officer or his/her designee may request -
additional documentation or explanation of individual expenditures for which a public official
requests reimbursement.

Section 15.  Reports To the Public. At a subsequent City Couneil meeting, each public
official shall briefly report, orally or in writing, on meetings attended at City expense. If multiple
officals attended an event, a joint report or individual report on behalf of all attendees may be
made.

B0785.0001/876367.5 (ev) 5 Page 109 of 116



CBH - City Council Study Session - 09/02/2008

Section 16.  Compliance With Taws. Public officials should keep in mind that some
expenditures could be subject to reporting under the Political Reform Act and other laws.
Records of all City expenditures and documentation regarding expense reimbursements are
public records subject to disclosure nnder the Public Records Act.

Section 17.  Commission and Committee Travel and BExpenses. Members of

Commissions and Committees set forth in Chapter 2 of Title 2 of the Beverly Hills Municipal
Code, will not be reimbursed for any expenses except as provided in this Section 17. Members
of Commissions and Committees may be authorized by the City Manager or his designee to
attend educational seminars or meetings that relate to the Commissions’ or Committees’
responsibilities when that meeting is located outside of the City. In such case, the commissioner
or committee member must comply with the applicable provisions of this Resolution.

Section 18.  Violation Of This Policy. Use of public resources or falsifying expense
reports in violation of this policy may result in any or all of the following: loss of reimbursement
privileges; a demand for restitution to the City; the agency’s reporting the expenses as income to
the elected official to state and federal tax authorities; civil penalties of up to $1,000 per day and
three times the value of the resources used; and prosecution for misuse of public resources.

Section 19.  This policy shall be incorporated and made part of the City Council Policy
and Operations Mammal as adopted on March 1, 2005. The policy shall be deemed to apply to
any reimbursements for expenses approved as of February 1, 2006.

Section20.  The City Clerk shall certify to the adoption of this Resolution and shall
cause this Resolution and his certification to be entered in the Book of Resolutions of the
Council of this City.

Adopted: March 7, 2006
CITY OF BEVERLY HILLS

A municipal corporation

LINDA/],BRISKMAN
Mayorlst the City of
Beverly Hills, California

ATTEST:

%% SEAL
D ( )

BYRON POPE
Acting City Clerk
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APPROVED AS TO FORM:

Dlaa D s Lo

LAURENCE 8. WIENER
City Attorney
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