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CITY OF MARTINEZ
CITY COUNCIL AGENDA


November 18, 2009

TO:


Mayor and City Council

FROM:
 Phil Vince, City Manager
SUBJECT:
Agreement with Golden Gate Petroleum Regarding Sales Tax Revenue and Re-Location at Sunrise Plaza
DATE:

November 18, 2009

RECOMMENDATION:
Adopt a resolution approving an agreement with Golden Gate Petroleum (GGP) on the sharing of sales tax revenues for a period of 12 years enabling GGP to recover a portion of their relocation costs relating to relocation at Sunrise Plaza, and authorizing the City Manager to execute the Agreement in a form approved by the City Manager and City Attorney.

BACKGROUND

GGP has, until its temporary re-location to Concord in 2008, been located in Martinez for many years.  In December 2008, GGP was forced to temporarily re-locate their headquarters operations to Concord when they outgrew their Martinez facility located at 530 Shell Avenue.  GGP has advised the City Manager that it would like to obtain ownership interest in a Martinez location that will allow them to move their operation back to Martinez and obtain the size of facility necessary to their growing business.  The total cost to purchase new property in Martinez and undertake the necessary improvements and move the GGP operations back to Martinez is approximately $4.1 million dollars.  

The GGP facility has always been a significant sales tax generator for the City, providing approximately $726,000.00 of sales tax revenue to the City in FY 2007/2008.  GGP has requested that the City enter into an agreement to rebate to GGP a share of sales tax revenue over the course of several years to help offset the cost of their acquisition, tenant improvement and moving costs, based upon a formula that is beneficial to both parties.

Prior to considering an agreement of this nature, staff researched the City's past practices and the past and current practices of our neighboring jurisdictions relative to incentive-based agreements. The City of Martinez has considered tax sharing arrangements previously as a means of retaining existing large scale businesses within the City.  Neighboring cities have likewise entered into tax sharing arrangements as an economic incentive for significant sales tax generating business to remain or relocate.  
Criteria that neighboring cities have considered and which may be relevant in evaluating any proposal in Martinez may include:
· Limit the use of development incentives to strategic uses. Development incentives may be used to close a deal with a company that is considering and serious about moving to the City, but not as an opening offer to attract a company's attention. Also, fiscal incentives may be appropriate to retain existing strategic firms in the community.  Development incentives should not be used for all business in instances that may be limited by federal, state or local law.   

· Return on Investment.  Development incentives amount to a community investment in obtaining or retaining business within the community. Accordingly, the City should establish a target rate of return in order for any business to be eligible for such incentives.  The target rate should be no less than the opportunity cost of these public resources (i.e., the rate of return on other higher alternative uses). Projects that do not meet or exceed this target return rate should not be eligible to receive incentives.

· Establish legally binding agreements which include accountability mechanisms.  There should be a mechanism to insure that the business will actually deliver the promised benefits (e.g., investment, revenue, jobs, etc.) in return for local development incentives. 

· Consider adding caps or sunset provisions to all tax incentives. This would provide a process for a review of incentive effectiveness and efficiencies over time.

· General Plan consistency. Private firm operations must be consistent with the General Plan and other associated land use documents including zoning, design guidelines and other applicable regulations. This will ensure company operations are consistent with community development.

The proposed Agreement with GGP is designed to ensure at least a minimum amount of sales tax revenue generation to the City of Martinez from GGP operations in each and every year, the "Base Amount."  The agreement also includes a cap on the annual amount of the rebate regardless of the amount of sale tax revenue generated by GGP.  Thus, the City will never be in the position of rebating sales tax revenue to GGP in excess of the amount of revenue generated by GGP.  The tax sharing arrangement will terminate at the time that GGP has recovered the set percentage of the acquisition, tenant improvement and relocation costs or in 12 years, whichever is first, and the City will thereafter receive 100% of the sales tax revenue associated with GGP.  

FISCAL IMPACT:

The actual sales tax sharing agreement between both parties for a specified term has no negative fiscal impact to the City of Martinez. The sharing of sales tax revenues enables Golden Gate Petroleum to recover a portion of their relocation costs and for the City to restore a percentage of its sales tax base. 
ACTION:

Adopt a resolution executing an agreement relating to the sharing of sales tax revenue with Golden Gate Petroleum (GGP) for a specified term, enabling GGP to recover a portion of their relocation costs in a form approved by the City Manager and by the City Attorney, and authorizing the City Manager to execute same. 

Attachments:

1. Resolution

RESOLUTION NO. -09
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MARTINEZ APPROVING AN AGREEMENT RELATING TO THE SHARING OF SALES TAX REVENUE WITH GOLDEN GATE PETROLEUM FOR A SPECIFIED TERM, ENABLING GOLDEN GATE PETROLEUM TO RECOVER A PORTION OF THEIR RELOCATION COSTS, AND AUTHORIZING THE CITY MANAGER TO EXECUTE SAME

WHEREAS, Golden Gate Petroleum (GGP) has been in business in Martinez for many years located at 530 Shell Avenue and has been a significant community partner for the City providing jobs, and significant sales tax revenue to the City; and  

WHEREAS, GGP currently provides significant employment opportunities to Martinez and Contra Costa County residents; and

WHEREAS, in December 2008 GGP was forced to temporarily relocate its facility to Concord while it sought substitute space in the City of Martinez large enough to accommodate its facility; and

WHEREAS, the GGP facility previously located at 530 Shell Avenue has always been a significant sales tax generator for the City, providing approximately $726,000.00 of sales tax revenue to the City in FY 2007/2008, representing  20% of the City’s sales tax revenue in that year: and 

WHEREAS, long term loss of the sales tax revenue generated by GGP to the City of Martinez will result in a significant impact to the City’s General Fund which would result in an impact to City provided services and amenities which could negatively impact the quality of life of the citizens of Martinez; and   
WHEREAS, the cost to construct tenant improvements and for GGP to move its facilities back to Martinez is approximately $4.3 million; and

WHEREAS, GGP proposes to move their facilities back to Martinez to be located within the Sunrise Business Plaza and further proposes to share the sales tax generated from its operation to help offset a portion of the above referenced expenses; and

WHEREAS, the Agreement contemplated is consistent with the City's General Plan; and

WHEREAS, the return of GGP’s facilities to Martinez and the implementation of this agreement will increase revenue to the City's General Fund, provide job opportunities to County residents and will bring a significant community partner back to the City of Martinez.

NOW, THEREFORE, BE IT RESOLVED THAT the City Council of the City of Martinez hereby authorizes the City Manager to execute an agreement with Golden Gate Petroleum (GGP) on the sharing of sales tax revenues for a period of up to 12 years enabling GGP to recover a portion of their relocation costs relating to relocation of their business operations to Sunrise Plaza in Martinez in a form acceptable to the City Manager and City Attorney. 
* * * * * *

I HEREBY CERTIFY that the foregoing is a true and correct copy of a resolution duly adopted by the City Council of the City of Martinez at a Regular Meeting of said Council held on 18th day of November 2009, by the following vote:

AYES:

NOES:

ABSENT:






RICHARD G. HERNANDEZ, CITY CLERK
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