
 
 
CITY OF MARTINEZ CITY COUNCIL AGENDA 
 July 2, 2014 
 
 
TO: Mayor and City Council

 
FROM:    
 

Anna Gwyn Simpson, Interim City Manager
 

SUBJECT: 
 
DATE: 

Economic Stimulus Program

June 25, 2014 
 

RECOMMENDATION: 
 
Adopt the resolution approving the Economic Stimulus Program and direct staff to negotiate an 
agreement(s) relating thereto with qualifying business(es) for consideration of Council approval 
at subsequent meeting(s). 
 
BACKGROUND: 
 
The purpose of the proposed Economic Stimulus Program (the “Program”) is to help stimulate 
the attraction of new businesses and expansion of existing businesses resulting in growth and 
diversification to the City’s tax base.  Sales tax is a major component of the City’s unrestricted 
revenues representing approximately 20% of the General Fund.  Roughly one-third of the City’s 
sales tax revenue comes from a small handful of businesses.  This lack of diversification in a 
major revenue source can create a volatile situation for the City when one of these businesses 
chooses to relocate to another jurisdiction.  Additionally, this situation creates a challenging 
environment within which to predict and plan revenues from year to year. 
 
In response to this, the proposed Program will provide financial incentives to specific types of 
businesses with the goals of promoting economic development, creating more opportunities for 
jobs in the community, and increasing and diversifying the City’s tax base.       
 
This Program is only open to specific types of businesses, namely wholesale or “business-to-
business” operations.  Thirty percent (30%) of California’s sales and use tax revenue comes from 
equipment, materials and supplies used in business operations and construction activities.  E-
commerce has also made warehouse and distribution a major contributor in growing sales and 
use tax in local communities.  This industry presents an opportunity for Martinez to achieve its 
goals of diversifying and growing the local tax base.  Additionally, Martinez is uniquely 
positioned for this type of industry due to the location of several major refinery companies in 
close proximity, such as the Martinez Shell Refinery and Tesoro, which rely on business-to-
business companies for delivery and warehousing of supplies and equipment.  
 
The Program would provide financial incentives to business-to-business operations.  The 
description of eligible businesses can be found on page 1 of the attached Program Guidelines.  
Businesses that meet the eligibility criteria would be eligible for consideration to receive the 
following incentives. 
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For new and existing businesses that purchase, construct, own or lease a facility in 
Martinez: 
 

 For the first 18 months of the Agreement term, the City shall rebate to the business 50% 
of sales and use tax actually received by the City that is generated by the business. 

 From month 19 to the end of the term, the City shall rebate to the business 50% of any 
amounts of sales and use tax actually received by the City that is generated by the 
business that exceeds $200,000 for each Fiscal Year during the term of the Program 
Agreement with the City. 

 
The program is intended to be short-term in nature and would only operate for a total of 5 years, 
terminating June 30, 2019.  Businesses will have three years from the approval date of the 
Program to apply.  No rebates will be given to any business on sales and use tax generated after 
the end of the Program on June 30, 2019.  Additionally, there are limitations placed on the 
Program should the City’s overall sales and use tax revenue decline substantially.  As stated in 
the Program Guidelines (page 3): 
 

Sales and use tax rebates shall be limited to new and existing businesses based on the overall 
sales and use tax actually received by the City as follows: 
 

 If at any time during the Agreement the overall sales and use tax of the City falls 
between $3.8 to $4.0 million for the FiscalYear, the rebate percentage shall be 
reduced to 35% for that Fiscal Year. 

 If at any time during the Agreement the overall sales and use tax of the City falls 
below $3.8 million for the Fiscal Year, the eligible business shall receive no rebate 
for that Fiscal Year. 

 
Participating businesses will be required to enter into an agreement that obligates them to comply 
with the Program Guidelines and operate continuously in the City in exchange for the rebates.  
Once a participating business has been identified and verified as eligible based on the criteria set 
forth in the Program Guidelines, an agreement would be drafted to be brought before the City 
Council for review and approval. 
 
FISCAL IMPACT: 
 
The Program will have no adverse financial impact to the City at the present time.  Currently, 
there are only two businesses that meet the criteria of a “business-to-business company” 
operating in Martinez.  One of those companies already has a tax sharing agreement with the 
City that extends beyond the terms of this Program and has more favorable terms for the 
business.  The other business is considering moving to another jurisdiction with a similar 
program, but is interested in keeping a portion of their business with plans for expansion in 
Martinez if this Program is approved and they are determined to be an eligible business under 
this Program.  Therefore, the amount to be rebated to new or existing businesses will not affect 
any sales and use tax the City plans to collect in the next Fiscal Year.  In the future, this Program 
is intended to increase the sales and use tax revenue in the General Fund by attracting new 
businesses and encouraging existing businesses to expand operations. 
 
 
 
 



ACTION: 
 
Motion to adopt the Resolution Approving the Economic Stimulus Program and directing staff to 
negotiate an agreement(s) relating thereto with qualifying business(es) for consideration of 
Council approval at subsequent meeting(s). 
 
Attachment:  
Resolution 
Economic Stimulus Program – Program Guidelines 



RESOLUTION NO.  -14 
 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MARTINEZS 
APPROVING AN ECONOMIC STIMULUS PROGRAM AND PROGRAM GUIDELINES 

 
 
WHEREAS, sales tax is a major component of the City’s 
unrestricted revenues representing approximately 20% of the 
General Fund.  Roughly one-third of the City’s sales tax revenue 
comes from a small handful of businesses.  This lack of 
diversification in a major revenue source can create a volatile 
situation for the City when one of these businesses chooses to 
relocate to another jurisdiction.  Additionally, this situation 
creates a challenging environment within which to predict and 
plan revenues from year to year; and 
 
WHEREAS, the purpose of the proposed Economic Stimulus Program 
(the “Program”) is to help stimulate the attraction of new 
businesses and expansion of existing businesses resulting in 
growth and diversification to the City’s tax base; and 
 
WHEREAS, the proposed Program will provide financial incentives 
to specific types of businesses with the goals of promoting 
economic development, creating more opportunities for jobs in 
the community, and increasing and diversifying the City’s tax 
base; and        
 
WHEREAS, thirty percent (30%) of California’s sales and use tax 
revenue comes from equipment, materials and supplies used in 
business operations and construction activities.  E-commerce has 
also made warehouse and distribution a major contributor in 
growing sales and use tax in local communities.  Attracting and 
retaining businesses in this industry presents an opportunity 
for Martinez to achieve its goals of diversifying and growing 
the local tax base; and  
 
WHEREAS, Martinez is uniquely positioned for growth in the 
“business-to-business” industry due to the location of several 
major refinery companies in close proximity, such as the 
Martinez Shell Refinery and Tesoro, which rely on “business-to-
business” companies for delivery and warehousing of supplies; 
and  
 
WHEREAS, the Program as proposed would only be open to specific 
types of businesses, namely wholesale or “business-to-business” 
operations.  
 



NOW, THEREFORE, BE IT RESOLVED by the City Council of Martinez 
that the Economic Stimulus Program is hereby approved subject to 
the Program Guidelines attached hereto and incorporated herein 
by reference.   
 
BE IT FURTHER RESOLVED that said Economic Stimulus Program shall 
expire and be of no further force and effect as of midnight on 
June 30, 2019. 
 

* * * * * * 
 

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 the 2nd 
day of July, 2014, by the following vote: 
 
AYES: 
 
NOES: 
 
ABSENT:   
   
 
 
 
        RICHARD G HERNANDEZ, CITY CLERK 
     CITY OF MARTINEZ 
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City of Martinez 
Economic Stimulus Program 

Program Guidelines 
 
 
Introduction and Background 
 
Sales tax is a major component of a local municipality’s unrestricted revenues contained in the 
General Fund, representing 28% on average statewide and 20% in Martinez.  One of the 
struggles Martinez has faced over the last several years is that roughly one-third of its sales tax 
revenue comes from a small handful of businesses.  This lack of diversification in a major 
revenue source creates a volatile situation for the City when one of these businesses 
contemplates relocating their primary business operations to another jurisdiction.  While this is 
not unusual for smaller communities, it creates a challenging environment to plan for the future 
and predict revenues from year to year. 
 
In response to this, the City of Martinez has developed the Economic Stimulus Program (the 
“Program”) to provide financial incentives to specific types of businesses.  The primary purpose 
of the program is to promote economic development in Martinez by diversifying and growing the 
City’s tax base while at the same time creating more opportunities for jobs in the community.  
The goals for this program include the following: 

 To promote economic development in Martinez 

 To diversify and increase the City’s tax base 

 To create new jobs 

 To encourage businesses to establish operations in Martinez instead of other locations 

 To encourage expansion of successful established Martinez based businesses 
 
This Program is only open to specific types of businesses, namely wholesale or “business-to-
business” operations.  Thirty percent (30%) of California’s sales and use tax revenue comes from 
equipment, materials and supplies used in business operations and construction activities.  E-
commerce has also made warehouse and distribution a major contributor in growing sales and 
use tax in local communities.  This industry presents an opportunity for Martinez to achieve its 
goals of diversifying and growing the local tax base.  Additionally, Martinez is uniquely 
positioned for this type of industry due to the location of several major refinery companies in 
close proximity, such as the Martinez Shell Refinery and Tesoro, which rely on business-to-
business companies for delivery and warehousing of supplies and equipment.  
 

Examples of “Business-to-Business” Companies 
 

 Over-the-counter suppliers and manufacturers of construction materials including ready 
mix, concrete roofing shingles, lumber, pipe, windows, doors, cabinets and acoustical 
materials. 

 High tech electronic equipment and supplies, including computers, components, optical 
recording media, communication equipment and industrial robots. 
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 Medical equipment and supplies sold to, manufactured for, or distributed to, and used by 
hospitals and doctors in the course of their business. 

 Equipment and supplies used or consumed by restaurants and retailers in the conduct of 
their business. 

 
Ineligible Companies: 

 Home-based businesses 

 Non-profit organizations 

 Retail businesses 

 Gas stations 

 Auto related uses 

 Any business types for which subsidies are not permitted by law 
 

Eligibility Criteria 
 
New businesses must meet the following criteria: 

 Involved in taxable business-to-business transactions 

 Move its point of sale to the City of Martinez 

 Generate at least $200,000 per fiscal year of sales and use tax revenues actually received 
by the City 

o If the business relocates during the fiscal year, the business must demonstrate that 
it would have been able to generate $200,000 in sales and use tax actually 
received by the City if it had been in operations in the City the entire fiscal year. 

 Own or lease the property on which the business is located for a minimum of 5 years 

 Agree to operate continuously in Martinez for 5 years 

 Employ at least 10 full time equivalent employees 

 
Existing Martinez based businesses must meet the following criteria: 

 Involved in taxable business-to-business transactions 

 Established point of sale in Martinez for at least 1 year 

 Generated at least $200,000 in sales and use tax actually received by the City during the 
City’s previous fiscal year 

 Plans to expand the existing business to increase its taxable base 

 Agree to continuously operate for 5 years from the date the Agreement is signed 

 Plans to generate new jobs as a result of expansion  
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Financial Incentive Provisions 
 
Applicants must submit a satisfactory Program application package to the City demonstrating 
their ability to meet the eligibility criteria.  Once applicants are deemed eligible, the City may 
enter into an Agreement to provide financial incentives in the form of tax rebates.  The level of 
financial incentives provided will be differentiated as follows: 
 
For new businesses that purchase, construct, own or lease a facility in Martinez: 

 For the first 18 months of the Agreement term, the City shall rebate to the business 50% 
of sales and use tax actually received by the City that is generated by the business. 

 From month 19 to the end of the term, the City shall rebate to the business 50% of any 
amounts of sales and use tax actually received by the City that is generated by the 
business that exceeds $200,000 for each Fiscal Year during the term of the Program 
Agreement with the City. 

 
For existing businesses that purchase, construct, own or lease a facility in Martinez: 

 For the first 18 months of the Agreement term, the City shall rebate to the business 50% 
of sales and use tax actually received by the City that is generated by the business. 

 From month 19 to the end of the term, the City shall rebate to the business 50% of any 
amounts of sales and use tax actually received by the City that is generated by the 
business that exceeds $200,000 for each Fiscal Year during the term of the Program 
Agreement with the City. 

 

Program Limitations Based on City’s Overall Sales and Use Tax Revenue 
 
Sales and use tax rebates shall be limited to new and existing businesses based on the overall 
sales and use tax actually received by the City as follows: 

 If at any time during the Agreement the overall sales and use tax of the City falls between 
$3.8 to $4.0 million for the Fiscal Year, the rebate percentage shall be reduced to 35% for 
that Fiscal Year. 

 If at any time during the Agreement the overall sales and use tax of the City falls below 
$3.8 million for the Fiscal Year, the eligible business shall receive no rebate for that 
Fiscal Year. 

 
Disbursement 
 
The City will disburse the rebates once a year.  The City will remit rebates to the eligible 
business within 60 days from the end of the Fiscal Year. 
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Term 
 
The Program will begin once approved by the City Council and will end on June 30, 2019.  
Businesses will have 3 years from the commencement of the Program to apply.  No rebates will 
be given to any business on sales and use tax generated after the end of the Program on 
June 30, 2019.  
 

Program Marketing 
 
City staff will conduct marketing efforts to promote the Program with relevant businesses. 
 

Application Process 
 
1. Proposal Conference – The applicant and City staff will meet with the business to review 

Program guidelines and the applicant’s project.  This conference will determine if the 
prospective business and project is eligible for the Program. 

2. Submission of Program Application – Once staff has determined that the business is eligible, 
the applicant will submit a complete Application consisting of the following: 

a. Program Application Form 

b. Documentation on the proposed investment 

c. Payroll roster 

d. Facility purchase or lease agreement 

e. Quarterly reports (Form Board of Equalization (BOE)-401-A), and any other 
supplemental reports, statements, or submissions, actually filed or required to be 
filed with the BOE relating to or in connection with the collection, remittance 
and/or calculation of sales and use tax revenues 

f. Other information requested by the City pertinent to the transaction (i.e. financial 
statements, tax returns, business plan) 

3. Processing – City staff will generate an analysis and summary of the proposed project for the 
City Manager’s review and approval 

4. Documentation – If the application is determined to meet Program Guidelines, City staff, 
along with the City Attorney’s office, will prepare the Agreement between the City and the 
business 

5. Approval of Agreement – If the business meets all applicable Program Guidelines, the 
Agreement will be brought before the City Council for approval.  If approved, the City 
Manager will execute the Agreement.  

6. Reimbursement – Once all documents are executed, City staff will begin reimbursing the 
business based on the agreed upon terms. 

 




