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City Council
Sacramento, California
Honorable Members in Session
SUBJECT: Ebara Technologies Personal Property Tax Reimbursement
LOCATION AND COUNCIL DISTRICT
Ebara is located at 51 Main Avenue, approximately 3 blocks east of Northgate Blvd, on the east side of the
East Main Drainage Canal. Council District 2
RECOMMENDATION
It is recommended that Council approve a financial reimbursement to Ebara Technologies associated with
the expansion of their manufacturing plant at 51 Main Ave by approving the attached resolution.
The proposed reimbursement includes:

•

A . maximum annual reimbursement of $35,317.28 of personal property taxes paid on the City's
share of personal property tax generated by the purchase of manufacturing equipment, for a period
of five (5) years, not to exceed $152,162. The annual assessment will be determined by the
Sacramento County Assessor. These reimbursements shall be made in quarterly installments,
beginning FY 98/99 to coincide with the City's fiscal year calendar.

• Ebara will be required to hire and maintain at least 10 full-time (2,000 hours/year) employees at an
annual wage of at least $10/hour or $20,000/year, for five years continuously as required by Section
5108 of the State Revenue and Tax Code.

In the event that Ebara contests its personal property tax assessment during this five year period, it
will not be reimbursed by the City until evidence of payment has been submitted. However, the
annual reimbursement will never exceed $35,317.28. If Ebara should fail to maintain the 10
employees during this period the City will cease to make payments and Ebara will be required to
reimburse the City for the sum of the payments made.
CONTACT PERSON:

Dean Peckham, Management Analyst - Neighborhood , Planning &
Development Services, 264-7063

FOR COUNCIL MEETING OF: September 1, 1998
SUMMARY
This agreement authorizes the Director of Support Services to reimburse Ebara Technologies the City's
share of the personal property taxes paid by Ebara on the new manufacturing equipment which was
purchased as part of their recent expansion, for a period of five (5) years.
The following table illustrates the growth in Ebara's assessment and personal property tax as a result of
their facility expansion:

Tax Bill

Assessed
Valuation

96/97
98/99

$ 2.846 M
$15.762M

PPT Bill

Incremental
Difference

City's Share
(To be rebated)

$ 30, 225
$167,396

$137,171

$35,317

The City will rebate its share (25.747%) of the incremental difference in the growth of Ebara's personal
property tax bill. The maximum annual amount to be rebated is $35, 317. Based upon the depreciation
tables provided by the Sacramento County Assessor's Office, it is projected that the City's share of the
personal property tax will be a maximum of $152,162 over five years.

BACKGROUND
Ebara Technologies is a local manufacturer of vacuum pumps for the worldwide semiconductor industry.
Ebara's pumps remove air and chemical gases from the sealed chambers in which semiconductors are
made.
Pumps manufactured at this plant cost between $15,000 and $50,000, generating annual sales of
approximately $50 million. Its customers include such local and international names as Hewlett Packard,
NEC and Intel.
Ebara employs approximately 187 people currently, with an average wage of approximately $35,000.

City staff worked closely with representatives from Ebara Technologies from November 1995 to June
1997 to facilitate the expansion of their existing manufacturing facility which became operational July
1997. Staff assisted Ebara by providing the following assistance:

•

•

Expedited permit processing to meet their aggressive construction schedule,
Provided information about:
•
New Enterprise Zone regulations,
State of California Manufacturer's Investment Credit,
•
State Employment Training Panel financial assistance (for training employees on
•
new equipment), and
SETA assistance (employment screening and placement assistance)
•
Facilitated the relocation of a drainage easement across the rear of their property
(Spring 1996).
Processed a quit claim deed to remove a railroad easement across the rear of the property(December
1996).

These last two actions facilitated the expansion by providing the necessary area for parking and circulation.
The expansion doubled the size of the plant from 67,000 square feet to 157,000 square feet and
employment will grow from 163 employees in 1996 to approximately 263 employees in 1999.

Property Tax Revenue Generated

In 1994 the State signed into law AB 1823 (now known as Section 5108 of the State Revenue and Taxation
Code). This law permits local jurisdictions to reimburse private corporations for up to 100 percent of their
share of the new personal property taxes generated by these facilities. This law was passed as an
"economic revitalization measure," directed towards property Used in the manufacturing process. The use
of the property must create at least 10 new full-time (2,000 hours/year) jobs at a salary of $10/hour, or
$20,000/year, and must continue for a period of five years.
As a result of the expansion, Ebara's personal property tax increased bill grew by $12.916 million from
$2.846 million in 1996 to $15.762 million in 1997. The City's annual share of the personal property tax
generated by Ebara facility expansion is 25.74737% of 1% of the Assessed Valuation or $35,317.
As a condition of the rebate, Ebara will be required to hire and maintain 10 new employees, paying a
minimum wage of $10/hour or $20,000/year continuously for the term of the rebate, five (5) years. In
fact, Ebara has already hired 24 new employees who earn a minimum of $12/hour or $24,000/year.
The rebate will be made for the new property purchased between 1996 and 1997. The actual
disbursements, however, will not begin until September 1998 (FY 1998/1999) and will be made on a
quarterly basis through FY 2002/2003.
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The City Attorney's Office has reviewed Section 5108 and determined that the City Council may approve
the tax rebate for "revitalization property" so long as the property is placed in service after the 1994-1995
fiscal year. Since the property was placed in service in 1996-1997, the City Council may approve the tax
rebate even after the investment was already made.
The City of Sacramento has never utilized this program. In comparison, Sacramento County has utilized
this program a number of times in the retention and attraction of companies such as Apple Computers,
Campbell's Soup, Bank of America, JVC, and Foundation Health.

FINANCIAL CONSIDERATIONS
In June 1997 The City Council approved a budget for this fiscal year which required solving a $14 million
budget deficit. This deficit occurred in spite of the fact that over the last four years, the City's general fund
tax revenues grew modestly from $126.97 M in FY 1993/1994 to a 136.726M in FY 1996/1997. As of
May 1997 these revenues were projected to grow a modest 2.4 % over the next 5 years.
Property tax revenues were also projected to grow only 1.0% annually through FY 2001/2002 and
assuming moderate growth, sales tax revenues were projected to grow 3.0% annually through FY
2001/2002.
At the presentation of the mid-year budget review on Feb. 24, 1998, the Revenue Department stated that
1997/1998 property tax revenues will not grow due to continued devaluation and settlement of
outstanding tax appeals. Simultaneously, sales tax revenues for FY 1997/1998 are projected to increase by
4.0% over 1996/1997. The City's 1% sales tax collections are expected to exceed budget by $.7
million.
Support of the proposed total reimbursement will equal approximately $152,162 over the next five years
from the City's General Fund. The property tax reimbursement will occur quarterly for five (5) years
beginning September 1, 1998. Annually, the proposed reimbursement will equal approximately 0.085% of
the City's projected property tax revenues annually for 5 years.
As the following table illustrates, .the City's share of property taxes paid by Ebara has grown steadily from
$21,646 in 1996 to a projected $57,995in 1998 as a result of the expansion.

1996

1997

1998

Property Taxes Paid

$84,071

$121,858

$215,480

City's Share
(25.757%)

$21,646

$31,373

$57,995

Less Reimbursement

$35,317

Projected Net
Property Tax
Revenues

$22,678

The projected net property tax revenues ($22,678) includes the assessed valuation from land and
improvements ($14,896) and the City's share of personal property tax revenues which it receives from
manufacturing equipment owned by Ebara prior to the expansion ($7,782). Current, the Sacramento
County Assessor's Office has not completed the revised assessment to land and improvements (90,000
square foot addition, parking lot, etc) associated with Ebara's expansion. When completed, the assessed
valuation will increase and the City's share of property tax revenues will also increase.
If Ebara had moved to Sparks, NV, as originally contemplated, the City would not have received any sales
tax revenues, property tax revenues, utility user tax revenues, Business Operations Tax and user fees,
($132,163) based upon 1997 revenues paid to the City.
Finally, the fact that Ebara remained and expanded in Sacramento meant that the 163 area residents
working at Ebara were able to retain their jobs, and not go on unemployment, search for new employment,
or move to Sparks, NV. Hopefully, the majority of the new employees will be Sacramento area residents
who will spend their income locally.

POLICY CONSIDERATIONS
Incentive Policy
Approval of this agreement and resolution is supported by the amended City incentive policy, adopted by
the City Council on April 21, 1998, which is clearly targeted towards the retention and expansion of a
local manufacturing firm engaged in the fast-growing high technology sector. The support of a
manufacturing firm such as Ebara is critical because Ebara exports or sells its product outside of the City
and the region. This means that Ebara is bringing money into the City from outside the region, which in
turn, is being spent by Ebara and its employees to purchase additional goods and services within the region.

Second, the amended City incentive policy permits the City to reimburse manufacturers for the City's share
of personal property tax paid on new manufacturing equipment for a period of five (5) years.
The rebate of general fund tax revenues is a departure from the City's original incentive policy adopted in
1993. Within California, local jurisdictions have few financial resources under their control to attract and
retain businesses. This is especially true in Sacramento outside of the Downtown Redevelopment Area and
other redevelopment areas (North Sacramento, Franklin Blvd, Stockton Blvd., etc.). Factors which the
City does have control over include:
•
•
•
•

the CIP budget,
permit assistance,
leases for City-owned land, and
abandonment and dedication of public right-of-way.

Beyond these types of in-kind financial assistance the top 10 factors influencing site location decisions of
corporations are as follows:
1.
2.
3.
4.
5.

Labor costs
Highway accessibility
Occupancy or construction costs
Availability of skilled labor
Availability of telecommunications services

6.
7.
8.
9.
10.

Availability of land
Cost of land
Energy availability and cost
Nearness to major markets
State & local incentives

While incentives are not even in the top . 5 site location factors, when two locations are equal, incentives
may make the difference in where a company locates as in the case of Ebara. At the time of its site location
decision-making process (1996), Ebara was attempting to decide whether to remain in Sacramento or
relocate to Sparks, NV.
Despite its adoption by the Council, staff does not anticipate a demand for the program for the rebate of the
personal property tax by the business community. In the past five years since the adoption of the first
incentive policy, the City has never actually utilized the policy as a marketing tool. Second, other than
Ebara, the city has received only three inquiries from businesses about financial incentives. These
companies were not located in Sacramento. Third, because of the requirements that companies hire at
least 10 new employees and the requirement to maintain these employees for five year or forfeit the rebate,
few manufacturers will be willing to participate in the program.
In the past four years the City Council has provided incentives to four local employers: Downtown Plaza,
Packard Bell/NEC Electronics, Campbell's Soup, and Blue Diamond. Following is an outline of the
incentives offered to each company, the number of employees hired or retained and the value of the
incentive package and the proposed package offered to Ebara.

Comparison of Incentive Packages

Company

Investment

Employment

Incentives

Incentives per
Employee

Packard Bell

$ 26 million

Added 3,000

$26,000,000

$ 2,000

Campbell's
Soup

S345 million

1,800
Retained

$18,654,907

$10,364

Blue Diamond

$ 30 million

800 Retained

$ 9,500,000

$ 11,875

Downtown
Plaza

$109 million

3,000

$13,811,586

$ 4,604

Ebara

$ 20 million Add 100 $

152,162 $

$1,521

As the table illustrates, the reimbursement being proposed for Ebara equals approximately $1,521 per each
new employee hired. Of the four incentive programs which the City has participated in, this package is
the cheapest of all incentive packages, except that the City provided Packard Bell with a loan, not a tax
reimbursement. It is still less than one-fifth of the per employee incentive package negotiated with Blue
Diamond, which will actually be scaling back its workforce from 1,800 to 800 employees. However, the
Ebara package is the only one which involves the use of City General Funds. Blue Diamond and
Downtown Plaza are located in redevelopment areas. City participation in Blue Diamond included the
utilization of CDBG funds, tax increment dollars and vacation of public right-of-way. Packard Bell was
strictly a loan by the City. In the Campbell's Soup deal the City participated in the construction of a water
line. Finally, City participation in the Downtown Plaza involved the construction of a public parking
garage.

ENVIRONMENTAL CONSIDERATIONS
The proposed action is exempt from the California Environmental Quality Act (CEQA) because it will
have no conceivable effect on the physical environment.

MBEAVBE
This report does not involve the purchase of goods and services

Respectfully Submitted,

Dean Peckh
Management Analyst
Neighborhoods, Planning & Development Services

RECOMMENDATION APPROVED

Approved

ItteAte
William H. Edgar
City Manager

ack Crist
Deputy City Manager

Attachments:

Resolution'
Site Location Map
Attachment 1 - 1998 Incentives Policy Report
Attachment 2 - Summary of Regional Incentives

c:/wpwin60/ebara/council.407.wpd
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SITE LOCATION MAP

EBARA TECHNOLOGIES INC.
51 MAIN AVENUE
SACRAMENTO, CA. 95838

51 Main Ave Sacramento, CA 95838-2014
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BY THE CITY COUNCIL

RESOLUTION NO.

- 1/51

ADOPTED BY THE SACRAMENTO CITY COUNCIL ".

SEP 1 1998
OFFICE OF THE
CITY CLERK

ON DATE OF

A RESOLUTION APPROVING A REBATE OF THE PERSONAL PROPERTY TAX ON THE
PURCHASE OF NEW CAPITAL EQUIPMENT FOR EBARA TECHNOLOGIES, INC. LOCATED AT
51 MAIN AVENUE (AN # 226-0050-033-2400)

1.

WHEREAS the City has determined that the promotion of economic development and
employment opportunities and the establishment of a sound tax base serve the general
welfare of the citizens of the City of Sacramento.

2.

WHEREAS, on June 1, 1993 the City adopted its first incentive policy to be used by City
staff in preparing incentive proposal for corporations to renovate, expand or construct
new facilities.

3.

WHEREAS on April 21, 1998 the City Council amended its incentive policy to target
businesses such as electronics components, printing and publishing services, food
processing, scientific equipment and instruments and medical equipment and health
services.

4.

WHEREAS, the amended City incentive policy allows the City to rebate its share of he
personal property tax paid on the purchase of capital equipment for a period of five (5)
years as per Section 5108 of the State Revenue and Taxation Code.

5.

WHEREAS, Ebara Technologies, Inc. is a targeted business located in the City of
Sacramento, which allows the City to negotiate with taxpayers who have qualifying new
or expanding business facilities.

• 6. WHEREAS, THE City desires to rebate its share of the personal property tax paid by
Ebara Technologies, Inc. as a result of capital equipment purchases made between
1996 and 1998.
NOW, THEREFORE, BE IT RESOLVED, by the Council of the City of Sacramento, that
subject to the findings and conditions of approval set forth below, and subject to execution of
an agreement by and between the City and Ebara Technologies, Inc. to implement the findings
and conditions set forth below, the rebate is approved:
FOR CITY CLERK USE ONLY

RESOLUTION NO.:
DATE ADOPTED:

7.

That the City will annually rebate a maximum $35,317.28; not to exceed $152,162, for
a period of five (5) years beginning in FY 1998-1999, subject to Sacramento County
assessments.

8.

That Ebara will continuously maintain and operate its manufacturing plant within the
City of Sacramento.

9.

That the new manufacturing equipment purchased by Ebara Technologies between
1996 and 1998 which is subject to the personal property tax rebate, is used in
conjunction with the expansion and operation of Ebara's manufacturing plant in the City
of Sacramento.

10.

That the purchase of the new property (manufacturing equipment) will create at least 10
new full-time jobs, at a salary of at least $10/hour or $20,000/year and these positions
will continue for a continuous period of 5 years.

11.

That Ebara will file an annual employment report with the City Clerk certifying that they
have maintained their employment level of 163 employees plus the 10 new employees.

12.

That in the event that Ebara contest its personal property tax assessment during the
term of this rebate (FY 1998/1999 - 2002-2003), it will not be reimbursed by the city
until evidence of payment has been submitted.

13.

That if Ebara should violate any of the aforementioned conditions, they will forfeit any
future payments and the City may recapture all of the property tax rebated.

The City Manager is authorized to execute an agreement with Ebara Technologies to provide
for the personal property tax rebate described above. Said agreement shall be consistent with
the findings and conditions set forth above, and shall be subject to approval by the City
Attorney. The rebate of personal property

tax approved by this resolution shall be valid,

effective and available only upon execution of the agreement between the City and Ebara
Technologies, Inc,

MAYOR

ATTEST:

CITY CLERK
FOR CITY CLERK USE ONLY
RESOLUTION NO.:
DATE ADOPTED:

A tt cl\
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CITY OF SACRAMENTO

NEIGHBORHOODS, PLANNING AND
DEVELOPMENT SERVICES
DEPARTMENT

CALIFORNIA

1231 [STREET
ROOM 400
SACRAMENTO, CA
95814-2904
SPECIAL PROJECTS
916-264-5530
FAX 916-264-7643

April 14, 1998
City Council
Sacramento, California
Honorable Members in Session

SUBJECT: RESOLUTION AUTHORIZING AMENDMENT OF CITY INCENTIVE
POLICY FOR TARGETED INDUSTRIES TO RENOVATE, EXPAND OR
CONSTRUCT NEW FACILITIES IN THE CITY OF SACRAMENTO AND REBATE OF
PERSONAL PROPERTY TAX ON NEW MANUFACTURING EQUIPMENT
LOCATION AND COUNCIL DISTRICTS: ALL
RECOMMENDATION:
.Staff recommends that the City Council adopt the attached resolution to:
1.

Amend the City's financial incentives policy for targeted industries to renovate,
expand or construct new facilities in the City of Sacramento and
Amend the City's financial incentives policy to permit the rebate of the City's
share of the personal property tax paid by corporations following the purchase of
new manufacturing equipment. The amended City incentive policy would use
existing general fund revenues.

CONTACT PEOPLE:

Jack 6rist, Deputy City Manger, 264-8830
Dean Peckham, Management Analyst,
Neighborhoods, Planning and Development Services, 264-7063

i0

c

SUMMARY:
This report:
Amends the City incentive policy adopted (Attachment 1) by the City Council on May
25, 1993 (Resolution #93-287) so that it is comparable to the County incentive policy
which targets assistance to businesses engaged in the following categories:
Manufacturing
Printing and Publishing
Scientific Equipment & Instruments
Information Services

Electronic Components
Food Processing
Medical Equipment and Health
Services

Recommends that the City amend the incentive policy to permit the rebate of the City's
share of the personal property tax paid by corporations on the purchase of new capital
equipment for a period of five (5) years, payable in quarterly installments, following
receipt of payment of taxes to the Sacramento County Assessor. In return a business will
be required to hire and maintain at least ten (10) new full-time (2,000 hours/year)
employees, above their stated number of employees at the time any future agreements are
approved by the City Council. The business must pay the new employees an annual
wage of at least $10/hour or $20,000/year, as required by Section 5108 of the State
Revenue and Tax Code.
•

The subject business will be required to file an annual report with the City Clerk
identifying the total number of employees working at the subject address.
Recommends that businesses which receive the rebate of the personal property tax not be
allowed to contest the annual assessment on the subject capital equipment for the term of
the rebate, five years. If a business violates either the hiring, minimum wage or
assessment requirements, they will be required to reimburse the City for the sum of the
payments made and forfeit any future reimbursements.

•

Outlines the available financial resources that can be used to provide incentives.

BACKGROUND
Targeted Industries
In June 1993 the City Council adopted its first financial incentives policy for targeted industries
to renovate, expand, or construct new facilities in the City of Sacramento. This policy was
directed towards the renovation, expansion and attraction of manufacturing, insurance and
information services (call centers). City incentives were to be in-kind such as land, right-of-way,
or services while targeting other agencies such as SMUD or SHRA for provision of financial

incentives.
Since 1993 Sacramento County has also become an active player in the economic development
arena. During this time, the City and the County have attempted to work together in various
economic development forums to develop programs which complement each other and also to
retain major employers such as Blue Diamond and Campbell's Soup and smaller employers such
as Tesco Controls, located just south of Campbell's Soup.
As part of this effort to work with the County, the City is amending its list of targeted industries
so that it mirror's the County's targeted industries. These industries are also the industries which
have been identified by the State Employment Development Department and regional
economists as experiencing the most dramatic growth and industries which serve as the
economic base of the region; attracting suppliers, complimentary industries and competitors to
the region
Since 1993 the Sacramento Region has seen a dramatic growth in the manufacturing sector, as
characterized by the high technology, medical equipment and related health services such
biomedical. This would include companies such as Packard Bell/NEC, Jones Futurex, Ebara
Technologies, Composite Engineering, and Affymatrix which just announced it was expanding
outside of the Bay Area.
Sacramento has also become a magnet for information services (call centers). This would
include companies such as AnyTime Access, MCI, Providian, Bancorp, E*Trade, and USAA
Insurance. Call centers have chosen to locate and expand in the Sacramento Region because of
its relative seismic stability, proximity to the Bay Area, affordable cost of doing business and a
readily available workforce.
How Important Area Local Incentives
During the past several years, states and local governments throughout the U.S. have developed
financial incentive programs to promote the renovation, expansion and recruitment of businesses.
The bidding wars between states and local jurisdictions have been well documented:
1

•

•

In 1995 Rio Rancho, NM (an Albequerque suburb) outbid Folsom, Sacramento County
and the State of California for an Intel chip-making plant. The State exempted Intel from
paying property taxes for 30 years, provided cheap water, and exempted them from
paying school impact fees. The total package was equal to $114 million.
In 1992 the State of South Carolina provided BMW with an incentive package equal to
• S68,000/employee.
In 1993 the State of Alabama gave Mercedes Benz an incentive package equal to
$200,000/employee.

How Important Are Local Incentives
Local incentives are just one criteria that is evaluated by corporations when making a decision to
expand or relocate operations. It is impossible to determine the importance of this criteria on a
case-by-case basis, since individual corporations do not release the information used in their site
selection process.
However, corporations have participated in surveys to identify the relative importance of site
selection criteria. Since 1986 Area Development Magazine has surveyed its readers to rank the
factors they consider when selecting a new site. The survey is sent to manufacturing companies
as well as motor freight/warehousing, wholesalers, distributors, and business services firms, such
as call centers.
The following table presents the results of the survey from 1995 and 1997 and includes valuable
information concerning quality of life factors which are important to businesses, their employees,
and the community at large.

/623"

TABLE 1
Combined Ratings* of 1997 Site Selection Survey
Area Development Magazine
Ranking

Site Selection Factors

1997

1995

1

Labor costs

92.7

(I) 94.2

2

Highway accessibility

90.7

(2) 93.6

Occupancy or construction costs

85.5

(3) 90.2

4

Availability of skilled labor

84.4

(5) 87.9

5

Availability of telecommunications services

83.5

(12) 80.2

6

Availability of land

82.0

(9) 83.7

7

Cost of land

80.6

(10) 83.2

Energy availability and costs

80.5

(4) 89.6

9

Nearness to major markets

78.7

(14) 74.5

ip

State and local incentives

77.8

(6) 87.8

II

Environmental regulation

77.6

(7) 86.5

12

Low union profile

77.4

(11) 82.8

13

Tax exemptions

76.0

(8) 86.4

14

Nearness to suppliers

67.4

(15) 66.5

15

Availability of long-term financing

67.2

16

Right-to-work state

66.5

(13) 77.8

17

Availability of unskilled labor

58.3

(18) 64.9

IS

Accessibility to major airport

56.8

(19) 59.5

19

Raw materials availability

54.1

(17) 64.9

20

Worker/technical training programs .

54.0

(20) 58.6

71

Nearness to technical university

37.2

(21) 32.7

22

Railroad services

28.7

(22) 29.7

23

Water or ocean port accessibility

21.2

(23) 20.0

3

-

.

(16) 65.5

Ranking

Quality-of-Life Factors

1997

1995

1

Low crime rates

79.4

(1) 86.6

2

Ratings of public schools

69.7

(2) 81.5

3

Health facilities

69.1

(3) 79.0

4

Housing costs

67.6

(4) 77.5

5

Housing availability '

65.4

(5) 74.5

6

Climate

55.3

(7) 61.1

7

Colleges and universities in area

54.4

(9) 61.1

8

Recreational opportunities

51.5

(6) 52.3

Cultural opportunities

50.4

(8) 58.8

All figures are percentages and are the total of "very important"and "important ratings of the Area Development site selection
.survey.

As the survey illustrates, state and local incentives have fallen in ranking from #6 to #10
between 1995 and 1997. Yet, when two locations are equal, incentives may make the
difference in where a company locates.
Staff believes that an effective incentive program is critically aligned with an effective
collaborative economic development program which works across many organizational lines
to efficiently utilize available resources. This includes working with Sacramento County and
the Regional Sanitation District, SHRA, SMUD, the State of California, SETA, the Federal
government, and the California Statewide Community Development Authority. Attachment
2 identifies the various known incentive programs available through these organizations to
assist businesses, including programs and financial incentives not available to businesses in
the City.
Section 5108 of State Revenue and Tax Code
In 1994 the State signed into law AB 1823 (now known as Section 5108 of the State
Revenue and Taxation Code). This law permits local jurisdictions to reimburse private
corporations for up to 100 percent of their share of the personal property taxes generated by
these facilities. This law was passed as an "economic revitalization measure," directed
towards property used in the manufacturing process. The use of the property must create at
least 10 new full-time (2,000 hours/year) jobs at a salary of $10/hour, or $20,000/year, and
must continue for a period of five years.
The City Attorney's Office has reviewed Section 5108 and determined that the City Council
may approve the tax rebate for "revitalization property" so long as the property is placed in
service after the 1994-1995 fiscal year. (Attachment 3)

The City of Sacramento has never utilized this program. In comparison, Sacramento
County has utilized this program a number of times in the retention 'and attraction of
companies such as Apple Computers, Campbell's Soup, Bank of America, JVC, and
Foundation Health.
To illustrate the impact of the personal property tax rebate, consider the following examples
of 2 local manufacturers. Company A makes an investment of $750,000 to purchase new
capital equipment and Company B invests $10 million to purchase new capital equipment.
Company

Investment

Personal Property Tax
,(Countywide - 1%)

City's Annual Share
(Average - 26% of
Countywide 1%)*

Company 'A

$750,000

$7,500

$1,950

Company B

$10 million

$100,000

$26,000

* The actual property tax levy will depend on the business's location or Tax Rate Area as defined by the Sacramento
County Assessor and the adjustment to the City's share as determined by the latest state subvention for education (ERAF).

Based upon these examples Company A would receive a maximum annual rebate of
$1,950/year for five (5) years and Company B would receive a maximum annual rebate of
$26,000/year for five (5) years. The actual amount of the rebate would change annually as
the equipment is depreciated and the assessor assigns a value to the equipment. Both
businesses would be required to hire 10 new employees paying an average of $2Q,000/year.
Both examples illustrate that receipt of this incentive is just one factor in a host of variables
which would need to be evaluated when making a decision to stay, expand, or locate. The
business must determine whether they want to receive the property tax rebate and in
exchange determine whether they need to hire 10 new employees above their current level„
at an average annual wage of $20,000/year, for a period of 5 years. If they fail to meet any
of these criteria, they risk forfeiting the rebate and reimbursing the city.

POLICY CONSIDERATIONS

The rebate of general fund tax revenues is a major departure from the City's original
incentive policy adopted in 1993. Within California, local jurisdictions have few financial
resources under their control to attract and retain businesses. This is especially true in
Sacramento outside of the Downtown Redevelopment Area and other redevelopment areas
(North Sacramento, Franklin Blvd, Stockton Blvd., etc.). Factors which the City does have
control over include:

•
•
•
•

the CIP budget,
Permit assistance,
Leases for and sale of City-owned land, and
Abandonment and dedication of public right-of-way.

Staff believes that approval of the rebate of the personal property tax is an investment in the
business community illustrating the City's commitment to building healthy neighborhoods
by urging businesses to expand and locate in Sacramento. Simultaneously these
businesses will continue to employ and hire local residents through the utilization of SETA
and the various employment service providers of the Sacramento Training and Response
Team (START).
Despite its'adoption by the Council, staff does not anticipate a demand for the program for
the rebate of the personal property tax by the business community. In the past five years
since the adoption of the first incentive policy, the City has never actually utilized the policy
as a marketing tool. Second, other than Ebara, a local manufacturer which recently
expanded in North Sacramento, the city has received only three inquiries from businesses
about financial incentives. These other companies were not located in Sacramento Third,
because of the requirements that companies hire at least 10 new employees and the
requirement to maintain these employees for five year or forfeit the rebate, few
manufacturers will be willing to participate in the program.
In the past four years the City Council has provided incentives to four local employers:
Downtown Plaza, Packard Bell/NEC Electronics, Campbell's Soup, and Blue Diamond.
Following is an outline of the incentives offered to each company, the number of employees
hired or retained and the value of the incentive package.
Comparison of Incentive Packages

Company

Investment

Employment

Incentives

Incentives per
Employee

Packard Bell

$ 26 million

Added 3,000

$26,000,000

$ ,2,000

Campbell's
Soup

$345 million

1,800
Retained

$18,654,907

$10,364

Blue Diamond

$ 30 million

800 Retained

$ 9,500,000

Downtown
Plaza

$109 million

3,000

$13,811,586

$ 11,875
$ 4,604

None of these incentive programs involved the utilization of general fund revenues. The City
provided Packard Bell with a loan, not a tax reimbursement. The ikentive package
associated with Packard BeIVNEC is less than one-fifth of the per employee incentive
package negotiated With Blue Diamond, which will actually be scaling back its workforce
from 1,800 to 800 employees. Blue Diamond, Campbell's Soup and Downtown Plaza are
located in redevelopment areas. City participation in Blue Diamond included the utilization
of CDBG funds, tax increment dollars and vacation of public right-of-way. Packard Bell was
strictly a loan by the City. In the Campbell's Soup deal the City participated in the
construction of a water line. Finally, City participation in the Downtown Plaza involved the
construction of a public parking garage.

FINANCIAL CONSIDERATIONS
In June 1997 The City Council approved a budget for this fiscal year which required solving
a $14 million budget deficit. This deficit occurred in spite of the fact that over the last four
years, the City's general fund tax revenues grew mod6stly from $126.97 M in FY 1993/1994
to a 136.726M in FY 1996/1997. As of May 1997 these revenues were projected to grow a
modest 2.4 % over the next 5 years.
Property tax revenues were also projected to grow only 1.0% annually through FY
2001/2002 and assuming moderate growth, sales tax revenues were projected to grow
3.0% annually through FY 2001/2002.
At the presentation of the mid-year budget review on Feb. 24, 1998, the Revenue
Department stated that 1997/1998 property tax revenues will not grow due to continued
devaluation and settlement of outstanding tax appeals. Simultaneously, sales tax revenues
for FY 1997/1998 are projected to increase by 4.0% over 1996/1997. The City's 1% sales
tax collections are expected to exceed budget by $.7 million. Taxable sales growth has
occurred in construction materials and business to business sales as the economy
continues along at its current healthy pace and businesses continue to grow, while the
region's unemployment rate fell to 5.0% in March 1998 compared to 5.4% one year ago.
Clouding this picture is the June 2, 1998 general election Ballot Measure I which would
require the City to cut $10.5 million from the general fund budget if Measure I fails.

ENVIRONMENTAL CONSIDERATIONS
The proposed action is exempt from the California Environmental Quality Act (CEQA)
because it will have no conceivable effect on the physical environment.

MBE/WBE
This report does not involve the purchase of goods or services.

Respectfully Submitted,

Reefehl--

A7../tA"Dean Peckham
Management Analyst
Neighborhoods, Planning & Development Services

RECOMMENDATION APPROVED

Approved

William H. Edgar
City Manager

ack Crist
Deputy City Manager

Attachments:

Resolution
Attachment 1 - 1993 Incentives Policy Report
Attachment 2 -Summary of Incentives offered by government
Attachment 3 - City Attorney Interpretation regarding Section
5108 of State Revenue and Taxation Code
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A RESOLUTION AMENDING THE CITY INCENTIVE POLICY TO EXPAND THE LIST OF
TARGETED INDUSTRIES TO ENCOURAGE THEIR RENOVATION, EXPANSION AND
ATTRACTION AND REBATE THE PERSONAL PROPERTY TAX ON THE PURCHASE OF
NEW CAPITAL EQUIPMENT

BE IT RESOLVED BY THE COUNCIL OF THE CITY OF SACRAMENTO;
1.

That the City has determined that the promotion of economic development and
employment opportunities and the establishment of a sound tax base serve the general
welfare of the citizens of the City of Sacramento.

2.

That on June 1, 1993 the City adopted its first incentive policy to be used by City staff in
preparing incentive proposals for corporations to renovate, expand or construct new
facilities.

3.

That on April 21, 1998 the City Council amended its incentive policy to target businesses
such as manufacturing„electronics components, printing and publishing services, food
processing, scientific equipment and instruments, information services and medical
equipment and health services.

4.

That the amended City incentive policy allows the City to rebate its share of the personal
property tax paid on the purchase of capital equipment for a period of five (5) years as per
Section 5108 of the State Revenue and Taxation Code, between the years 1994 and 1999.

5.

That any such rebate will be determined by the annual assessment as determined by the
Sacramento County Assessor. Rebates will be made on a quarterly basis after the subject
industry has shown evidence of payment to the Sacramento County Assessor.

6.

That any such business receiving the rebate will be required to hire at least ten(10) new
employees above its current level at the time the rebate is approved by the City Council.
These employees will earn an average wage of $20,000 per year. If the subject company
should fail to comply with these terms it will forfeit any future rebates and will reimburse the
City for past rebates paid.

7.

That any such business receiving the subject rebate during this five (5) year period will not
contest its annual personal property tax assessment on the equipment purchased which is
subject to the rebate.

;161)

8.

That any such business receiving the rebate will be required to submit an annual report to
the City Clerk describing its total number of employees.

MAYOR

ATTEST:

CITY CLERK

FOR CITY CLERK USE ONLY
Resolution No.
wpwrin60\ebaraVeso.4 I 0.wpd

Date Adopted
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ATTACHMENT 2
INCENTIVES AVAILABLE TO BUSINESSES
IN SACRAMENTO COUNTY
City of Sacramento Incentives

1.

Industrial Development Bonds
Low interest financing to manufacturers through the use of tax-exempt bonds

2.

Tax Increment Financing (Downtown Redevelopment Area Only)

3.

Property Tax Rebates (Downtown Redevelopment Area Only)

4.

Mello-Roos Fee Deferral Program
Specified building permit costs

5.

City-Owned Property
City will negotiate favorable leases on City-owned property

6.

Preferential Parking for Council-Designated Projects
Downtown Only

7.

Accelerated Construction of Public Improvements Through CIP Budget
Example: Truxel Rd. Interchange

8

Abandonment and Dedication of Public Right-of -Way
Example: North C Street for Blue Diamond

9

Relocation Loan
Example: Packard Bell

10

Streamlined Permitting Process
Council-Designated Projects

11

Express Plan Review
Minor improvement projects guaranteed 3 day plan check review

Sacramento County Incentives
1

Nonresidential Fees Waived or Deferred for Targeted Industries
Regional Sanitation Connection Fees, Roadway & Transit Impact Fees, and Various
Development Fees
Deferral period can range from: 1) close of escrow if the building is sold, 2) until the
issuance of a certificate of occupancy, or 3) a period of one to five years.

2

Residential Fee Deferral
Various development fees are deferred until the close of escrow or maximum of 15
months from date of building permit issuance.

3

Affordable Housing Fee Deferral Program
Available to single-family or multiple-family projects with at least 10% of the units
affordable to very low income households or at least 49% affordable to low income
households as certified by SHRA.

4

Publically-Owned Land Made Available When Appropriate

5

Street Improvements
Allocate funds for needed improvements.
Examples: Florin Road and Fulton Ave

6

Construction of Off-Site Improvements

7

Expedited Building Permit Process

8

Expedited Land Use Organization

9

Single-Point of Contact

10

Rebate of Personal Property Tax on New Capital Equipment
Business must create at least 50 jobs with a minimum wage of $25,000/employee

11

Rebate of County Utility User Tax (2.5%)

12

Industrial Development Bonds
Low interest financing to manufacturers through the use of tax-exempt bonds

SHRA Incentive Programs
1

Industrial Development Bonds
Low interest financing to manufacturers through the use of tax-exempt bonds

2

Enterprise Zone (Norwood/ Northgate and Florin-Perkins Industrial Areas)
Rebate of local sales tax paid on manufacturing equipment
Employee Tax Credit - Up to $26,000/employee for 5 years
Net Operating Loss Carryover - Up to 15 years

3

Brownfields Loan Program
Small business loan program to clean up contaminated sites within the City

4

Grow Sacramento Fund
Loan Program available City and Countywide for SBA-defined small busineses.
Maximum of $1 !/business

5

Commercial Loan Program
Redevelopment Areas only
$250,000 Maximum

6

Exterior Rebate Program
Redevelopment Areas only
$65,000/business

7

Development Fee Incentive
North Sacramento and Stockton Blvd only
Funds available for specified City & county permit costs and development fees.
Maximum of $15,000/commercial tenancy

8

Commercial Tenant Incentive
North Sacramento and Stockton Blvd only
Funds available for tenants if they receive move-in incentives from property owners.
Maximum of $2,500 grant/ tenancy

9

Broker Fee Incentive
North Sacramento and Stockton Blvd only
Funds available for brokers who negotiate transactions on vacant commercial space.
$.50 per square foot up to $2,500 maximum per tenancy

10

SHRA Property
Write-down cost of SHRA-owned land when appropriate

SETA Incentives
1
2

Employee recruitment, perform skills assessments, screen potential employees, conduct
orientations, preliminary interviews and provide interview space for employers
On-the-Job Training (OJT)
SETA reimburses employer 50% of an employees wages for 10 weeks.
Employee must learn 7 new skills.

State of California Incentives
1

Economic Revitalization Manufacturing Property Tax Rebates (Section 5108 of California
Property Tax Law)
Local jurisdictions may rebate their share of the personal property paid on new
manufacturing equipment for a period of five years.
Company must create at least 10 new jobs paying $10/hr for the duration of the
rebate.

2

Manufacturers' Investment Credit
6% investment tax credit for certain electronics, pharmaceutical, semiconductor
equipment manufacturers, biopharmaceutical and biotech manufacturers.

3

Research and Development Tax Credit
11% tax credit for qualified research expenses

4

Net Operating Loss Carryover
New businesses can carryover 100% of their losses over 8 years.
Existing businesses can carryover 50% of their losses for 5 years.

5

Employee Training
Job Referral & Placement through EDD
Job Match Services through EDD
Focused recruitment
Employment Training Panel
ETP can assist businesses in acquiring and retraining their workforce.
ETP will reimburse employer up to $2,100/employee.

1

California Statewide Community Development Authority(CSCDA)
CSCDA can act as a conduit for Industrial Development Bond financing for businesses in
place of a local jurisdiction. Project must be for a manufacturing, processing or value
added facility at cost at least $1 Million and less than $10 Million and create 1 new job for
every $50,000 of financing.

Federal Tax Credits
8.

Wage Opportunity Tax Credit (WOTC)
Employers can receive a tax credit of 40% of the first $6,000 of wages paid (up to a
maximum of $2,400) for hiring individuals who have been on AFDC for 9 of the past
18 months

9.

Welfare to Work Tax Credit
An employer can receive a tax credit of 35% of $10,000 ($3,500) for the first year
and 50% of $10,000 ($5,000) the second year for hiring long-term AFDC recipients
who have been on AFDC 18 months or longer.

RESOLUTION NO
ADOPTED BY THE SACRAMENTO CITY COUNCIL

ON DATE OF

A RESOLUTION APPROVING A REBATE OF THE PERSONAL PROPERTY TAX ON THE
PURCHASE OF NEW CAPITAL EQUIPMENT FOR EBARA TECHNOLOGIES, INC. LOCATED
AT 51 MAIN AVENUE (AN #226-0050-033-2400)

WHEREAS the City has determined that the promotion of economic development and
employment opportunities and the establishment of a sound tax base serve the general welfare of the
citizens of the City of Sacramento.
2.

WHEREAS, on June 1, 1993 the City adopted its first incentive policy to be used by City staff in
preparing incentive proposal for corporations to renovate, expand or construct new facilities.

3.

WHEREAS on April 21, 1998 the City Council amended its incentive policy to target businesses
such as electronics components, printing and publishing services, food processing, scientific
equipment and instruments and medical equipment and health services.

4.

WHEREAS, the amended City incentive policy allows the City to rebate its share of he personal
property tax paid on the purchase of capital equipment for a period of five (5) years as per Section
5108 of the State Revenue and Taxation Code.

5.

WHEREAS, Ebara Technologies, Inc. is a targeted business located in the City of Sacramento,
which allows the City to negotiate with taxpayers who have qualifying new or expanding business
facilities.

6.

WHEREAS, THE City desires to rebate its share of the personal property tax paid by Ebara
Technologies, Inc. as a result of capital equipment purchases made between 1996 and 1998.

NOW, THEREFORE, BE IT RESOLVED, by the Council of the City of Sacramento that subject to the
findings and conditions of approval set forth below, the rebate is approved:.
7

That the City will annually rebate a maximum $35,317.28, not to exceed $152,162, for a period of
five (5) years beginning in FY 1998-1999, subject to Sacramento County assessments.

8.

That Ebara will continuously maintain and operate its manufacturing plant within the City of
Sacramento.
FOR CITY CLERK USE ONLY
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9.

That the new manufacturing equipment purchased by Ebara Technologies between 1996 and
1998 which is subject to the personal property tax rebate, is used in conjunction with the
expansion and operation of Ebara's manufacturing plant in the City of Sacramento.

10.

That the purchase of the new property (manufacturing equipment) will create at least 10 new fulltime jobs, at a salary of at least $10/hour or $20,000/year and these positions will continue for a
continuous period of 5 years.

11.

That Ebara will file an annual employment report with the City Clerk certifying that they have
maintained their employment level of 163 employees plus the 10 new employees.

12.

That in the event that Ebara contest its personal property tax assessment during the term of this
rebate (FY 1998/1999 - 2002-2003), it will not be reimbursed by the city until evidence of
payment has been submitted.

13.

That if Ebara should violate any of the aforementioned conditions, they will forfeit any future
payments and the City may recapture all of the property tax rebated.

MAYOR

ATTEST:
—

CITY CLERK

FOR CITY CLERK USE ONLY

RESOLUTION NO.:
DATE ADOPTED:
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RESOLUTION NO.
ADOPTED BY THE SACRAMENTO CITY COUNCIL
•

ON DATE OF

A RESOLUTION APPROVING A REBATE OF THE PERSONAL PROPERTY TAX ON THE
PURCHASE OF NEW CAPITAL EQUIPMENT FOR EBARA TECHNOLOGIES, INC. LOCATED AT
51 MAIN AVENUE (AN # 226-0050-033-2400)

1.

WHEREAS the City has determined that the promotion of economic development and
employment opportunities and the establishment of a sound tax base serve the general
welfare of the citizens of the City of Sacramento.

2.

WHEREAS, on June 1, 1993 the City adopted its first incentive policy to be used by City
staff in preparing incentive proposal for corporations to renovate, expand or construct
new facilities.

3.

WHEREAS on April 21, 1998 the City Council amended its incentive policy to target
businesses such as electronics components, printing and publishing services, food
processing, scientific equipment and instruments and medical equipment and health
services.

4.

WHEREAS, the amended City incentive policy allows the City to rebate its share of he
personal property tax paid on the purchase of capital equipment for a period of five (5)
years as per Section 5108 of the State Revenue and Taxation Code.

5.

WHEREAS, Ebara Technologies, Inc. is a targeted business located in the City of
Sacramento, which allows the City to negotiate with taxpayers who have qualifying new
or expanding business facilities.

6.

WHEREAS, THE City desires to rebate its share of the personal property tax paid by

Ebara Technologies, Inc. as a result of capital equipment purchases made between
1996 and 1998.
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7.

That the City will annually rebate a maximum $35,317.28, not to exceed $152,162, for
a period of five (5) years beginning in FY 1998-1999, subject to Sacramento County
assessments.

8.

That Ebara will continuously maintain and operate its manufacturing plant within the
City of Sacramento.

9.

That the new manufacturing equipment purchased by Ebara Technologies between
1 ,996 and 1998 which is subject to the personal property tax rebate, is used in
conjunction with the expansion and operation of Ebara's manufacturing plant in the City
of Sacramento.

10.

That the purchase of the new property (manufacturing equipment) will create at least 10
new full-time jobs, at a salary of at least $10/hour or $20,000/year and these positions
will continue for a continuous period of 5 years.

11.

That Ebara will file an annual employment report with the City Clerk certifying that they
have maintained their employment level of 163 employees plus the 10 new employees.

12.

That in the event that Ebara contest its personal property tax assessment during the
term of this rebate (FY 1998/1999 - 2002-2003), it will not be reimbursed by the city
until evidence of payment has been submitted.

13.

That if Ebara should violate any of the aforementioned conditions, they will forfeit any
future payments and the City may recapture all of the property tax rebated.
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NEIGHBORHOODS, PLANNING AND
DEVELOPMENT SERVICES
DEPARTMENT

CITY OF SACRAMENT070 111
CALIFORNIA

1231 I STREET,
ROOM 400
RAMENTO, CA
4-2904
JECI'S

April 23, 1998

-7643

City Council
Sacramento, California
Honorable Members in Session
SUBJECT: Ebara Technologies Pers. al Property Tax Reimbursement
LOCATION AND COUNCIL DISTRI
Ebara is located at 51 Main Ave e, approximately 3 blocks east of Northgate Blvd, on the
east side of the East Main . Drai r age Canal. Council District 2
RECOMMENDATION
It is recommended that ouncil approve a financial reimbursement to Ebara Technologies
associated with the ex ansion of their manufacturing plant at 51 Main Ave by approving
the attached resoluti n.
•The proposed rei bursement includes:
•

A maxi urn annual reimbursement of $9,581.38 of personal property taxes paid
on th City's share of personal property tax generated by the purchase of
ma facturing equipment, for a period of five (5) years. The annual assessment will
be 4 etermined by the Sacramento County Assessor. These reimbursements shall
b made in quarterly installments, beginning July 1, 1998 to coincide with the City's
scal year calendar.

•

Ebara will be required to hire and maintain at least 10 full-time (2,000 hours/year)
employees at an annual wage of at least $10/hour or $20,000/year, for five years
continuously as required by Section 5108 of the State Revenue and Tax Code.

•

Ebara will not contest its annual personal property tax assessment during this time
period. If Ebara violates either one of these conditions during the five year period,
the City will cease to make quarterly payments and Ebara will be required to
reimburse the City for the sum of the payments made.

CONTACT PERSON:

Dean Peckham, Management Analyst - Neighborhood , Planning
& Development Services, 264-7063.

FOR COUNCIL MEETING OF: April 21, 1998

BACKGROUND
Ebara Technologies is a local manufacturer of vacuum pumps for the worldwide semiconductor
industry. Ebara's pumps remove air and chemical gases from the sealed chambers in which
semiconductors are made.
Pumps manufactured at'this plant cost between $15,000 and $50,000, generating annual sales of
approximately $50 million. Its customers include such local and international names as Hewlett
Packard, NEC and Intel.
Ebara employs approximately 187 people currently, with an average wage of approximately
$35,000.
City staff worked closely with representatives from Ebara Technologies from November 1995 to
June 1997 to facilitate the expansion of their existing manufacturing facility which became
operational July 1997. Staff assisted Ebara by providing the following assistance:

•.

Expedited permit processing to meet their aggressive construction schedule,
Provided information about:
New Enterprise Zone regulations,
•
State of California Manufacturer's Investment Credit,
•
•
State Employment Training Panel financial assistance (for training
employees on new equipment), and
•
SETA assistance (employment screening and placement assistance)
Facilitated the relocation of a drainage easement across the rear of their property
(Spring 1996).
Processed a quit claim deed to remove a railroad easement across the rear of the property
(December 1996).

These last two actions facilitated the expansion by providing the necessary area for parking and
circulation. The expansion doubled the size of the plant from 67,000 square feet to 157,000
square feet and employment will grow from 163 employees in 1996 to approximately 263
employees in 1999.
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SUMMARY
This agreement authorizes the Director of Support Services to reimburse Ebara
Technologies the City's share of the personal property taxes paid by Ebara on the new
manufacturing equipment which was purchased as part of their recent expansion, for a
period of five (5) years.
Property Tax Revenue Generated
In 1994 the State signed into law AB 1823 (now known as Section 5108 of the State
Revenue and Taxation Code). This law permits local jurisdictions to reimburse private
corporations for up to 100 percent of their share of the new personal property taxes
generated by these facilities. This law was passed as an "economic revitalization measure,''
directed towards property used in the manufacturing process. The use of the property
must create at least 10 new full-time (2,000 hours/year) jobs at a salary of $10/hour, or
$20,000/year, and must continue for a period of five years.
As a result of the expansion, Ebara's personal property tax increased bill grew by $3.826
million from $963,000 in 1996 to $4.78 million in 1997. The City's annual share of the
personal property tax generated by Ebara facility expansion is 25.74737% of 1% of the
Assessed Valuation or $9,851.38.
As a condition of the rebate, Ebara will be required to hire and maintain 10 new employees,
paying a minimum wage of $10/hour or $20,000/year continuously for the term of the
rebate, five (5) years. In fact, Ebara has already hired 24 new employees who earn a
minimum of $12/hour or $24,000/year.
The rebate will be made for the new property purchased between 1996 and 1997. The
actual disbursements, however, will not begin until July 1998 (FY 1998/1999) and will be
made on a quarterly basis through FY 2002/2003.
The City Attorney's Office has reviewed Section 5108 and determined that the City Council
may approve the tax rebate for "revitalization property" so long as the property is placed in
service after the 1994-1995 fiscal year. Since the property was placed in service in 19961997, the City Council may approve the tax rebate even after the investment was already
made.
The City of Sacramento has never utilized this program. In comparison, Sacramento
County has utilized this program a number of times in the retention and attraction of
companies such as Apple Computers, Campbell's Soup, Bank of America, JVC, and
Foundation Health.
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POLICY CONSIDERATIONS

Incentive Policy
Approval of this agreement and resolution is supported by the amended City incentive
policy which is clearly targeted towards the retention and expansion of a local
manufacturing firm engaged in the fast-growing high technology sector. The support of
a manufacturing firm such as Ebara is critical because Ebara exports or sells its product
outside of the City and the region. This means that Ebara is bringing money into t1-1 City
from outside the region, which in turn, is being spent by Ebara and its employees to
purchase additional goods and services within the region.
Second, the amended City incentive policy permits the City to reimburse manufacturers for
the City's share of personal property tax paid on new manufacturing equipment for a period
of five (5) years.
The rebate of general fund tax revenues is a major departure from the City's original
incentive policy adopted in 1993. Within California, local jurisdictions have few financial
resources under their control to attract and retain businesses. This is especially true in
Sacramento outside of the Downtown Redevelopment Area and other redevelopment areas
(North Sacramento, Franklin Blvd, Stockton Blvd., etc.). Factors which the City does have
control over include:
•
•
•
•

the CIP budget,
permit assistance,
leases for City-owned land, and
abandonment and dedication of public right-of-way.

Beyond these types of in-kind financial assistance the top 10 factors influencing site
location decisions of corporations are as follows:
1.
2.
3.
4.
5.

Labor costs
Highway accessibility
Occupancy or construction costs
Availability of skilled labor
Availability of telecommunications services

6.
7.
8.
9.
10.

Availability of land
Cost of land
Energy availability and cost
Nearness to major markets
State & local incentives

While incentives are not even in the top 5 site location factors, when two locations are
equal, incentives may make the difference in where a company locates as in the case of
Ebara. At the time of its site location decision-making process (1996), Ebara was
attempting to decide whether to remain in Sacramento or relocate to Sparks, NV.
Despite its adoption by the Council, staff does not anticipate a demand for the program for
the rebate of the personal property tax by the business community. In the past five years
since the adoption of the first incentive policy, the City has never actually utilized the policy
as a marketing tool. Second, other than Ebara, the city has received on three inquiries
from businesses about financial incentives. These companies were not located in
4

Sacramento. Third, because of the requirements that companies hire at least 10 new
employees and the requirement to maintain these employees for five year or forfeit the
rebate, few manufacturers will be willing to participate in the program.
In the past four years the City Council has provided incentives to four local employers:
Downtown Plaza, Packard Bell/NEC Electronics, Campbell's Soup, and Blue Diamond.
Following is an outline of the incentives offered to each company, the number of
employees hired or retained and the value of the incentive package and the proposed
package offered td Ebara.
Comparison of Incentive Packages

Company

Investment

Employment

Incentives

Incentives per
Employee

Packard Bell

$ 26 million

Added 3,000

$26,000,000

$ 2,000

Campbell's
Soup

$345 million

1,800
Retained

$18,654,907

$10,364

Blue Diamond

$ 30 million

800 Retained

$ 9,500,000

$ 11,875

Downtown
Plaza

$109 million

3,000

$13,811,586

$ 4,604

Ebara

$ 12.5 million Add 100

$

47,907

$

479

As the table illustrates, the reimbursement being proposed for Ebara equals approximately
$479 per each new employee hired. Of the four incentive programs which the City has
participated in, this package is the cheapest of all incentive packages, except that the City
provided Packard Bell with a loan, not a tax reimbursement. It is still less than one-fifth of
the per employee incentive package negotiated with Blue Diamond, which will actually be
scaling back its workforce from 1,800 to 800 employees. However, the Ebara package is
the only one which involves the use of City General Funds. Blue Diamond and Downtown
Plaza are located in redevelopment areas City participation in Blue Diamond included the
tilization of CDBG funds, tax increment dollars and vacation of public right-of-way.
Packard Bell was strictly a loan by the City. In the Campbell's Soup deal the City
participated in the construction of a water line .. Finally, City participation in the Downtown
Plaza involved the construction of a public parking garage.

FINANCIAL CONSIDERATIONS
In June 1997 The City Council approved a budget for this fiscal year which required solving
a $14 million budget deficit. This deficit occurred in spite of the fact that over the last four
5

years, the City's general fund tax revenues grew modestly from $126.97 M in FY
1993/1994 to a 136.726M in FY 1996/1997. As of May 1997 these revenues were
projected to grow a modest 2.4 % over the next 5 years.
Property tax revenues were also projected to grow only 1.0% annually through FY
2001/2002 and assuming moderate growth, sales tax revenues were projected to grow
3.0% annually through FY 2001/2002.
At the presentation of the mid-year budget review on Feb. 24, 1998, the Revenue
Department stated that 1997/1998 property tax revenues will not grow due to continued
devaluation and settlement of outstanding tax appeals. Simultaneously, sales tax revenues
for FY 1997/1998 are projected to increase by 4.0% over 1996/1997. The City's 1% sales
tax collections are expected to exceed budget by $.7 million.
Maintenance of the current budget is dependent upon passage of Ballot Measure I. If
Measure I fails, the City will need to cut $10.5 million from the general fund budget.
Support of the proposed total reimbursement will equal approximately $47,907 over the
next five years from the City's General Fund. The property tax reimbursement will occur
quarterly for five (5) years beginning July 1, 1998. Annually, the proposed reimbursement
will equal 0.023% of the City's projected property tax revenues annually for 5 years.
If Ebara moved to Sparks, NV, as originally contemplated, the City would not have received
any sales tax revenues (FY 1997 - $43,508) and property tax revenues (FY 1997 - 31373).
The following table illustrates that even if Council approves the reimbursement, the
projected net tax revenues generated by Ebara in 1997 are still greater than in 1996.

1997

1996
Sales Tax Revenues
City's Share

$

$43,508

30,452

Property Tax Revenues
City's Share

$

Subtotal

21,646
S

Less Reimbursment
TOTAL

31,373

$

74,881
$

$52, 908

S

NET BENEFIT

$

S

9,581

$65,300

$13,202

6

Beyond the net benefits of their expansion, the fact that Ebara could have moved to Sparks
would have also meant a projected net loss of revenue $57,482 in utility user tax revenues,
Business Operations Tax and user fees, based upon 1997 revenues paid to the City
The fact that Ebara remained and expanded in Sacramento means that the City receives a
net gain in property taxes, and a net gain in employment. It also meant that the 163 area
residents working at Ebara were able to retain their jobs, and not go on unemployment or
search for new employment. Hopefully, the majority of the new employees will be
Sacramento area residents who will spend their income locally.

ENVIRONMENTAL CONSIDERATIONS
The proposed action is exempt from the California Environmental Quality Act (CEQA)
because it will have no conceivable effect on the physical environment.
MBEMBE
This report does not involve the purchase of goods and services

Respectfully Submitted,
k‘eit/i/t.

Dean Peckham
Management Analyst
Neighborhoods, Planning & Development Services
RECOMMENDATION APPROVED

Approved

illiam H. Edga
City Manager
Attachments:

Resolution
Site Location Map
Attachment 1 - 1993 Incentives Policy Report
Attachment 2 - Summary of Regional Incentives
Attachment 3 - Table of Local Taxes and Fees Paid by Ebara

c:/wpwin60/ebara/counciI.407.wpd
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RESOLUTION NO.
ADOPTED BY THE SACRAMENTO CITY COUNCIL
ON DATE OF

A RESOLUTION APPROVING A REBATE OF THE PERSONAL PROPERTY TAX ON THE
PURCHASE OF NEW CAPITAL EQUIPMENT FOR EBARA TECHNOLOGIES, INC..
LOCATED AT 51 MAIN AVENUE (APN # 226-0050-033-2400)

1.

WHEREAS the City has determined that the promotion of economic development and
employment opportunities and the establishment of a sound tax base serve the general
welfare of the citizens of the City of Sacramento.

2.

WHEREAS, on June 1, 1993 the City adopted its first incentive policy to be used by City
staff in preparing incentive proposal for corporations to renovate, expand or construct new
facilities.

3.

WHEREAS on April 21, 1998 the City Council amended its incentive policy to target
businesses such as electronics components, printing and publishing services, food
processing, scientific equipment and instruments and medical equipment and health
services.

4.

WHEREAS, the amended City incentive policy allows the City to rebate its share of he
personal property tax paid on the purchase of capital equipment for a period of five (5)
years as per Section 5108 of the State Revenue and Taxation Code.

5.

WHEREAS, Ebara Technologies, Inc. is a targeted business located in the City of
Sacramento, which allows the City to negotiate with taxpayers who have qualifying new or
expanding business facilities.

6.

WHEREAS, THE City desires to rebate its share of the personal property tax paid by Ebara
Technologies, Inc. as a . result of capital equipment purchases made between 1996 and
1997.

NOW, THERFORE, BE IT RESOLVED, by the Council of the City of Sacramento that subject to
the findings and conditions of approval set forth below, the rebate is approved:.
7.

That the City will annually rebate a maximum $9,581.38 for a period of five (5) years
beginning in FY 1998-1999, subject to Sacramento County assessments.

8.

That the new manufacturing equipment purchased by Ebara Technologies between 1996
and 1997 which is subject to the personal property tax rebate, is used in conjunction with
the expansion and operation of Ebara's manufacturing plant in the City of Sacramento.

9.

That the purchase of the new property (manufacturing equipment) will create at least 10
new full-time jobs, at a salary of at least $10/hour or $20,000/year and these positions wil
continue for a continuous period of 5 years.

10.

That Ebara will file an annual employment report with the City Clerk certifying that they
have maintained their employment level of 163 employees plus the 10 new employees.

11.

That during the term of this rebate, FY 1998/1999 through FY 2002 - 2003, Ebara will not
contest its assessment on the subject manufacturing equipment.

12.

That if Ebara should violate any of the aforementioned conditions, they will forfeit any future
payments and the City may recapture all of the property tax rebated.

MAYOR
ATTEST:

CITY CLERK

FOR CITY CLERK USE ONLY

c:\wpwIn60\ebara\reso.410.wpd

Resolution No.
Date Adopted

SITE LOCATION MAP

EBARA TECHNOLOGIES INC.
51 MAIN AVENUE
SACRAMENTO, CA 95838

51 Main Ave Sacramento, CA 95838-2014

C 5-Ina Rane

DEPARTMENT
FINANCE

or

CITY OF SACRAMENTO
CALIFORNIA

BETTY MASUOICA
DIRECTOR

CITY HALL
ROOM 100
915 I STREET
SACRAMENTO, CA
95814-2685
PH 916-264-5736
FAX 916464-7618
DIVISIONS:
ACCOUNTING
BUDGET
REVENUE
RISK MANAGEMENT

May 25, 1993
City Council
Sacramento, California
Honorable Members in Session:
SUBJECT: Proposed financial incentives for targeted industries to renovate, expand or
construct new facilities in the City of Sacramento
LOCATION AND COUNCIL DISTRICT:

All.

RECOMMENDATION:
Staff recommends approval of guidelines to develop financial incentives for targeted industries
to renovate, expand or construct new facilities in the City of Sacramento. The recommended
program would no/ use existing general fund revenues, and would be implemented after a final
economic development strategy is adopted by the City Council.
CONTACT PERSON:

t June 1, 1993
FOR COUNCIL MEETING

The City does not have a formal incentive program to encourage business retention or expansion.
On April 6, 1993, City Council directed staff to prepare program guidelines for consideration.
The incentive program recommended by staff:

•

Provides incentives for targeted industries (manufacturing, insurance, and
information services) to renovate, expand, or construct new facilities.
Provides guidelines for establishing the level of incentives - based on the local tax

revenue generated by the activity of the industry, and the priority of that activity
(compared to other eligible activities).
•

Defines the type of financial resources that can be used to provide incentives.

•

Identifies the need to involve SHRA, County, Public Utilities, and State
representatives to develop comprehensive incentive packages.

In addition, it is recommended that. implementation of the program be considered for
implementation after a comprehensive economic development strategy is adopted by the City •
Council in August.
MAIRMACILOM None.
BACKGROUND

During the past several years, states and local governments throughout the United States have
developed financial incentive programs to promote renovation, expansion and recruitment of new
businesses. The City of Sacramento does not have a policy on the use of financial incentives to
retain or recruit businesses.
This report outlines general guidelines that could be used to prepare incentive proposals to
corporations on a case-by-case basis - without using existing general fund revenues. As a
preface to the proposed guidelines, a brief explanation is provided on the relative importance of
financial incentive programs in corporate decisions to expand or relocate operations..
How important are local incentives?
Local incentives are just one criteria that is evaluated by corporations when making a decision
to expand or relocate operations. It is impossible to determine the importance of this criteria on
a case-by-case basis, since individual corporations do not release the information used in their site
selection process.
However, corporations have participated in surveys to identify the relative importance of site
selection criteria. In 1992, the National Association of Corporate Real Estate Executives
(NACORE) surveyed its membership on the relative value of 28 individual site selection criteria including tax relocation incentives provided by state or local government entities.
As with virtually all surveys on "business climate" issues, it was not conducted using statistical
methods that would provide conclusive evidence on the value of retention and relocation
incentives. However, the nature of this survey provides valuable insight into the general priorities
of several corporations.

Table 1 provides a summary of the site selection factors that were evaluated by NACORE
members. Each of the factors was rated on a scale of 1 to 3 (1 meaning not important and 3
meaning very important). Participants in the study owned or leased 24 million square feet of
office, manufacturing, distribution, and research and development facilities.
Local financial incentives falls under the "Tax relocation incentives" criteria. This factor was
ranked twenty-third among the 28 criteria.

TABLE 1
PREFERRED SITE SELECTION FACTORS
Survey of the National Association of Corporate Real Estate Executives
Score

Site Selection Factors

2.81

Lew lease rates.

2

2.44

Access to major freeways

3

2.48

4

2.47

Low Construction cosa

5

.2.41

Access to primary Consumer markets

6

2.37

Well-developed energy/telecommunication systems

7

2.34

Favorable local government attitude towards business

8

2.28

Low property tax rates

9

-216

Low crime rates

10

7.18

Low Corporate and Business Tax

11

2.14

Ease of commute

12

2.14

Pon/airport

'13

2.13

Up-front rent concessiomt

14

2.13

Cost of living

15

212

Housing affordabilky

16

2.12

Labor relations

17

2.09

Availability of low cost labor

18

2.08

Regional Growth Planning .

19

2.03

Availability of job training

20

2.02

Industry specific skills

21

2.02

Recreation/cultural amenides

2.01

School systems

Rank

•

•

•

' Educated labor force
•

.
I
1

.

•
•

.

.
•

.
24

1.88

Corporate Headquarters

25

1.86

Personal tax rates

26

1.75

Access to Suppliers

27

1.70

Climate

28

1.54

Access to Rail Transportation

.._

....

....

.

I

•

i

What type of incentive program should be employed by the City?
Despite the relatively low ranking of Tax Relocation Incentives in the NACORE survey, staff
. believes a targeted incentive program can be important to corporations that place a higher value
on this criteria than the general business community. Specifically, staff believes that an

appropriate incentive program for the City should focus on those basic industrial activities that
have been targeted by the City Council for retention, expansion or recruitment. In addition,
staff believes that an effective incentive program should include participation with SHRA, the
County, local utilities, and the State of California.
The following steps are provided to illustrate the process used by staff to prepare the
recommended guidelines for an incentive program.
1.

Define financial resources to use as incentives

Public. agencies have a variety of resources, outside of existing general fimd revenues, to assist
with the renovation, expansion or construction of new facilities. Staff recommends that the
funding of an incentive program focus first on non-general fund resources, and secondly, on new
general fund revenues created by the renovation or expansion activity. Below is a brief review
of the resources available at each level of government, to promote economic development
The City of Sacramento can target new general fund, or special revenues (Gas Tax, Measure
A, Major Street) to use for infrastructure improvements, or to pay for development fees
associated with renovation, expansion, or ne construction, activities of a business. The City can
also use Utility Funds to provide capital imptovements or custom services to improve the
effectiveness of a business operation.
The Sacramento Housing and Redevelopment Agency (SHRA) can provide funding for

infrastructure improvements through tax increment funding (property taxes). In addition, SHRA
has a very limited amount of resources that can be used to reimburse a business for permit and
fees.
The County of Sacramento has resources similar to that of the City, with the exception of

General Fund Revenue (for facilities located in the City limits). The County can provide Special
Funds for infrastructure, and can also provide custom services through utility services.
Public utilitiea (SMUD and PG&E) can also provide custom servicis to corporations that can

increase energy efficiency and reduce capital expenditures associated with energy supplies.
can also play an important role in developing incentive packages. The
State has access to transportation funding and also provides tax incentives for corporations
locating in znterprise zones.
The State of

2.

Define activities eligible for incentive's

Staff is recommending a limited incentive program that will apply to retention, expansion, and

new construction of basic activities in targeted industries. Examples of basic economic
activities include manufacturing and inter-industry services. These activities provide the
foundation for a local economy. Targeted industries are those activities that SACTO and the
City Council have identified as desirable industries for Sacramento.
Targeted industries in the manufacturing area include high technology, biomedical, printing and

publishing, and food processing. Facilities needed by these industries include plants, corporate
headquarters, and regional headquarters. Inter-industry services identified as a priority are
insurance and information services. Facilities needed by these industries include processing
centers, corporate headquarters, and regional headquarters.
Staff proposes that all retention, expansion, and new construction activities by these targeted
industries be included in an incentive program.
Staff is recommending a limited program for two reasons:
1. Local financial incentives are not typically a high priority for corporations. The
NACORE survey indicated that availability of "tax incentives for relocation" was
generally a low priority among corporations looking to expand or relocate
facilities. Nevertheless, some individual corporations may place more weight on
this criteria in their own site selection process.
2.

3.

The Citxdr AoLhamtlajlallmsaggo_tagsysigupglafthip_uingligit
The City will have several initiatives in the final Economic
incentive r:trategy that will require reallocation of staff resources to priority
Developme
:nlikely that staff will be in a position to pursue more than 5 to 10
projects. I,
incentive p.
sals at any given time.

Establish priorities -.:ong eligible activities

There are two sets of priorities that can apply to activities by targeted industries. First, a
priority can be assigned to the type of activity (renovation, expansion, or new construction).
Second, a priority can be assigned to the type of industry and the facility (manufacturing plant,
insurance processing center, corporate headquarters, etc.).
The following priorities are assigned to each category. The priorities have been assigned based
on several factors - including economic impact and likelihood of incentive program influencing
decision.
Activity Priorities
1.
2.
3.

Renovation (Retention)
Expansion (Retention)
New Construction (Recruitment)

I (9

Industry and Facility Priorities
1.
2.
3.

Manufacturers
Insurance
Information services

These priorities will be reflected in the amount of financial incentives that are recommended for
each targeted activity - 'after the maximum incentive is determined using standard guidelines.
The chart below illustrates the percentage that will be applied to maximum incentive for each
category:
Table 2
Priorities for Targeted Industries
Percentages to Apply to Maximum Incentive
•

Industry
Manufacturing
Insurance
Information Services

4.

•

,

New
Facilities

Retention

Expansion

100%

90%

80%

90%

80%

70%

80% ,

70%

90%

•

Define criteria to evaluate project impact and establish appropriate incentives

All of the industries targeted by SACTO and the City Council have been determined to have a
beneficial impact on the local economy. In general, these industries use high-wage employees
and generate minimal environmental impacts. However, to establish a local incentive program,
the impact of the activity on generating local taxes must be evaluated. The City should not
pledge resources to a project in excess of the local tax revenue created by the project.
Furthermore, a City must give careful consideration to commitments to public expenditures
associated with a new activity - to ensure that incentives do not give away resources needed by
local governments to serve the project.
Four factors will be used by the City to establish the level of incentives that can be included in
a proposal to an eligible activity:
1.

Payroll (Number of new employees x average waees). Wages paid to employees
generates local taxes primarily through sales taxes, property taxes and
However, the impact of payroll
assessments, and utility users taxes.
expenditures in supporting local government activity is minimal because 1)
• residents require higher levels of public expenditures than businesses, and 2)
employees dO not always live in the City where they .work.

2.

Plant equipment. Investment in plant equipment increases local property tax
revenues for local government: If the plant is in a redevelopment area, the

majority of the financial benefit is received by SHRA

5.

3.

Facilities - land, building, and infrastructure. Facility improvements also
increased the assessed valuation of a property - which in turn increases property
taxes.

4.

Utilitie4. The City currently has a 7.5% tax on all utility bills. Increased use of
utilities - from expansion or new construction activity - generates additional
general fund revenue. Financial institutions (including insurance companies) are
. exempt.

Putting the program components together to establish formal guidelines

Staff has prepared a system to identify and apply available fmancial resources towards eligible
activities - with emphasis placed on the stated priorities.
The appropriate level of public investment for retention or relocation incentives is calculated by
first assessing the impact of the activity on the local tax base during the rust three years of full
operation. This assessment is based on payroll, plant investment, facility constructionand.
ongoing utility expenditures.
The following general guidelines will be used in preparing incentive proposals for specific
activities:
•

Priority of program. The Economic Development Strategy will include a wide range of

initiatives to improve the business environment in the City of Sacramento.
Implementation and promotion of this incentive program will be balanced against
initiatives in the overall work plan that have higher priority.
•

Eligible participants. Only those industries targeted by the City Council will be eligible

to receive incentives. Renovation, expansion, and new construction activities of these
targeted industries will be eligible for incentives.
•

Level of financial incentives. The incentive proposal will be *based on the local revenue

generated by the activity over a three year period - factored against the priority assigned
to the proposed activity and the participating industry.
Emoning_themaiturstpossil„ Once the level of incentives has been determined, staff
will develop a specific proposal using non-general fund resources. If it is necessary to
reach the targeted incentive level, new general fund revenue created from the activity
will be included in the proposal.
Final approval . City Council will have final approval on any specific proposal
developed under these guidelines. Staff may only indicate to participating corporations
that a proposal will be submitted for Council consideration.

• Encouraging participation for other government agencies and utilities. During the initial
stages of preparing a specific proposal, staff will contact representatives of SHRA, the
County, • public utilities, and the State government, to encourage participation in
developing a comprehensive incentive proposal.
At the time an incentive proposal is recommended for consideration by the City, staff
will report on the participation of other jurisdictions.
To illustrate how this program would be applied, consider the interest of an insurance company
to locate a national or regional headquarters in Sacramento. The proposed facility would employ
2,000 individuals and require 500,000 square feet of office space.
The company would be eligible to receive an incentive proposal since it is one of the industries
targeted by the City Council. The level of incentive would be calculated by determining the
local tax revenue that would be generated by the proposed project. Table 3 below identifies the
local revenue that would be generated - and calculates the targeted amount for the incentive
proposal.

Table 3
Example of Economic Impact of
Insurance Company Expansion
Expenditure
Payroll

New Private
Investment
$68,000,000

$715,800

0

$0

$40,000,000

$167,500

$1,600,000

$0

—

$963,300

Plant Equipment
Facilities
(one-time)
Annual. Utility
Expenditures
Total
Three-year total
multiplied by
priority factor
from Table 2

Local Tax
Revenue

Priority
Factor

Recommended
Incentive:
70%

.

$1,800,000

Based on the benefits of this type of activity, City staff would prepare an incentive package
valued at approximately $1.8 million. The type of financial resources that would be committed
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to the project could include:

•
•
•
•

Off-site improvements for roadway, drainage, or water infrastructure.
Rebates of fees and taxes on construction activity
Discounts or below-market financing on City-owned property
Custom utility programs to reduce operating costs and capital investment
Assistance with relocation activities

As the City proposal is developed, staff would contact County, State, and Public Utility

representatives to develop a comprehensive package of incentives. And, if the location of the
proposed activity is in a redevelopment area, staff would contact SHRA representatives to
determine if redevelopment funds were available for incentives. The entire package of incentives
would be presented to Council for approval of the City portion of the package.

When should Council initiate an incentive program?
A program to provide fmancial incentives to targeted industries should be initiated after the
comprehensive economic development strategy is presented to the City Council in August:
If the incentive program were initiated before the comprehensive strategy is completed, it would
give the appearance that the City's top economic development initiative is to provide financial
incentives to corporations - when in fact the Draft Economic Development Strategy indicates that
improved communication and regulatory reforms will be the primary emphasis of City initiatives
to improve the local business environment.
In addition, staff would also like to take the next couple of months to work with City
Departments, SkII2A, the County, .public utilities, and the State to work out the logistics and
assess the financial impacts of the program on ongoing maintenance and capital budgets. This
review is needed to determine any additional limitations that may be placed on the program.
POLICY CONSIDERATIONS

Staff has prepared an incentive program that includes general guidelines for determining the level
and type of incentives that can be used to encourage targeted businesses to renovate, expand,
or construct new facilities in Sacramento.
•
Furthermore, staff is recommending that this incentive program be considered for
implementation - after the City's Economic Development Strategy is released in August.

Program Options - Not Recommended by Staff
Council can provide direction to staff on the priorities, and overall scope of the recommended
program. Council can provide direction to staff at this time to:
1.

Discontinue efforts to prepare an incentive program - and to focus on economic
development initiatives that do not require commitment of public resources.

Expand the scope of business activities that could be included in the incentive program
3.

Change the priorities assigned to renovation, expansion, and new construction activities.

4.

Change the priorities assigned to manufacturing, insurance, and information services
industries.

5.

Begin implementation of an incentive program immediately using the general guidelines
included in this report. Staff would be directed to return to City Council for approval
of specific proposals that are prepared using these guidelines.

These options are not recommended by staff.
FINANCIAL CONSIDERATIONS
This report outlines general guidelines for preparing incentives for the renovation, expansion,
or new construction of targeted businesses. The program guidelines outline a general process
to identify financial resources that could be included in an incentive proposal. The guidelines
preclude the use of existing general ftind resources.
Council adopts an incentive program, specific financial information will be included in each
proposal that is developed for Council review and approval. No appropriations are requested
at this time.
If

None.
Respectfully submitted,

ill Farley
Sr. Management Analyst

Recommendation Approved:

illiam H. Edgar
City Manager

RESOLUTION NO.
ADOPTED BY THE SACRAMENTO CITY COUNCIL
•ON DATE OF

(13_2g 7.

RESOLUTION ADOPTING GUIDELINES FOR AN INCENTIVE PROGRAM TO
ENCOURAGE RENOVATION, EXPANSION, AND NEW CONSTRUCTION
• OF FACILITIES FOR TARGETED INDUSTRIES
Be it hereby resolved by the City Council:
The following general guidelines will be used by City staff in preparing incentive
1.
proposals for corporations to renovate, expand., or construct new facilities:
A.

Priority of program. The Economic Development Strategy will include a wide

range of initiatives to improve the business environment in the City of Sacramento.
Implementation and promotion of this incentive program will be balanced against
initiatives in the overall work plan that have higher priority.
B.
Eligible participants. Only those industries targeted by the City Council will be
eligible to receive incentives. Renovation, expansion, and new construction activities of
these targeted industries will be eligible for incentives.
C.

Level of financial incentives. 'The incentive proposal will be based on the local
revenue generated by the activity over a three year period - factored against the priority
assigned to the proposed activity and the participating industry.

D.

Preparing the specific proposal. Once the level of incentives has been

determined, staff will develop a specific proposal using non-general fund 'resources. If
it is necessary to reach the targeted incentive level, new general fund revenue created
from the activity will be included in the proposal.

FOR CITY CiplIK USE 'ONLY
'RESOLUTION NO.:
' DATE ADOPTED:

Final Approval . City Council will have final approval on any specific proposal
E.
developed under these guidelines. Staff may only indicate to participating corporations
that a proposal will be submitted for Council consideration.
F.
Encouraging participation for other government agencies and utilities. During the
initial stages of preparing a specific proposal, staff will contact representatives of SHRA,
the County, public utilities, and the State government, to encourage participation in
developing a comprehensive incentive proposal. At the time an incentive proposal is
recommended for consideration by the City, staff will report on the participation of other

jurisdictions.
Staff is directed to report back in the context of the final Economic Development Strategy
2.
with a plan to implement an incentive program.

MAYOR

ATTEST:

CITY CLERK

FOR CITY CLERK USE ONLY
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DATE ADOPTED:
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INCENTIVES AVAILABLE TO BUSINESSES
IN SACRAMENTO COUNTY
City of Sacramento Incentives
1.

Industrial Development Bonds
Low interest financing to manufacturers through the use of tax-exempt bonds

2.

Tax Increment Financing (Downtown Redevelopment Area Only)

3.

Property Tax Rebates (Downtown Redevelopment Area Only)

4.

Mello-Roos Fee Deferral Program
Specified building permit costs

5.

City-Owned Property
City will negotiate favorable leases on City-owned property

6.

Preferential Parking for Council-Designated Projects
Downtown Only

7.

Accelerated Construction of Public Improvements Through CIP Budget
Example: Truxel Rd. Interchange

8

Abandonment and Dedication of Public Right-of-Way
Example: North C Street for Blue Diamond

9

Relocation Loan
Example: Packard Bell

10

Streamlined Permitting Process
Council-Designated Projects

11

Express Plan Review
Minor improvement projects guaranteed 3 day plan check review

1

ci

Sacramento County Incentives
1

Nonresidential Fees Waived or Deferred for Targeted Industries
Regional Sanitation Connection Fees, Roadway & Transit Impact Fees, and
Various Development Fees
Deferral period can range from: 1) close of escrow if the building is sold, 2) until
the issuance of a certificate of occupancy, or 3) a period of one to five years.

2

Residential Fee.Deferral
Various development fees are deferred until the close of escrow or maximum of
15 months from date of building permit issuance.
Affordable Housing Fee Deferral Program
Available to single-family or multiple-family projects with at least 10% of the
units affordable to very low income households or at least 49% affordable to low
income households as certified by SHRA.

4

Publically-Owned Land Made Available When Appropriate

5

Street Improvements
Allocate funds for needed improvements.
Examples: Florin Road and Fulton Ave

6

Construction of Off-Site Improvements

7

Expedited Building Permit Process

8

Expedited Land Use Organization

9

Single-Point of Contact

10

Rebate of Personal Property Tax on New Capital Equipment
Business must create at least 50 jobs with a minimum wage of $25,000/employee

11

Rebate of County Utility User Tax (2.5%)

12

Industrial Development Bonds
Low interest financing to manufacturers through the use of tax-exempt bonds

2

SHRA Incentive Programs
1

Industrial Development Bonds
Low interest financing to manufacturers through the use of tax-exempt bonds

2

Enterprise Zone (Norwood/ Northgate and Florin-Perkins Industrial Areas)
Rebate of local sales tax paid on manufacturing equipment
Employee Tax Credit - Up to $26,000/employee for 5 years
Net Operating Loss Carryover - Up to 15 years

3

Brownfields Loan Program
Small business loan program to clean up contaminated sites within the City

4

Grow Sacramento Fund
Loan Program available City and Countywide for SBA-defined small busineses.
Maximum of $1 M/business

5

Commercial Loan Program
Redevelopment Areas only
$250,000 Maximum

6

Exterior Rebate Program
Redevelopment Areas only
$65,000/business

7

Development Fee Incentive
North Sacramento and Stockton Blvd only
Funds available for specified City & county permit costs and development fees.
Maximum of $15,000/commercial tenancy

8

Commercial Tenant Incentive
North Sacramento and Stockton Blvd only
Funds available for tenants if they receive move-in incentives from property
owners.
Maximum of $2,500 grant/ tenancy

9

Broker Fee Incentive
North Sacramento and Stockton Blvd only
Funds available for brokers who negotiate transactions on. vacant commercial
space.
$.50 per square foot up to $2,500 maximum per tenancy

10

SHRA Property
Write-down cost of SHRA-owned land when appropriate
3

SETA Incentives
1

Employee recruitment, perform skills assessments, screen potential employees, conduct
orientations, preliminary interviews and provide interview space for employers
On-the-Job Training (OJT)
SETA reimburses employer 50% of an employees wages for 10 weeks.
Employee must learn 7 new skills.

State of California Incentives
1

Economic Revitalization Manufacturing Property Tax Rebates (Section 5108 of
California Property Tax Law)
Local jurisdictions may rebate their share of the personal property paid on new
manufacturing equipment for a period of five years.
Company must create at least 10 new jobs paying $10/hr for the duration of the
rebate.
Manufacturers' Investment Credit
6% investment tax credit for certain electronics, pharmaceutical, semiconductor
equipment manufacturers, biopharmaceutical and biotech manufacturers.

3

Research and Development Tax Credit
11% tax credit for qualified research expenses

4

Net Operating Loss Carryover
New businesses can carryover 100% of their losses over 8 years.
Existing businesses can carryover 50% of their losses for 5 years.

5

Employee Training
Job Referral & Placement through EDD
Job Match Services through EDD
Focused recruitment
Employment Training Panel
ETP can assist businesses in acquiring and retraining their workforce.
ETP will reimburse employer up to $2,100/employee.

California Statewide Community Development Authority(CSCDA)
CSCDA can act as a conduit for Industrial Development Bond financing for businesses in
place of a local jurisdiction. Project must be for a manufacturing, processing or value
added facility at cost at least $1 Million and less than $10 Million and create 1 new job
for every $50,000 of financing.

4

Federal Tax Credits
8.

Wage Opportunity Tax Credit (WOTC)
Employers can receive a tax credit of 40% of the first $6,000 of wages paid (up to
a maximum of $2,400) for hiring individuals who have been on AFDC for 9 of
the past 18 months

9.

Welfare to Work Tax Credit
An employer can receive a tax credit of 35% of $10,000 ($3,500) for the first year
and 50% of $10,000 ($5,000) the second year for hiring long-term AFDC
recipients who haVe been on AFDC 18 months or longer nts
Example: Truxel Rd. Interchange

c:\wpwin60\ebara\incentive.406.wpd
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OFFICE OF THE
CITY CLERK
VALERIE A. 13URROWES. CMCIAAE
CITY CLERK .

CITY HALL
9151 STREET
ROCMI 301
SACRAMENTO. CA
95814-2671

VIRGINIA K. HENRY. CNIC/AAE
ASSISTANT CITY CLERK

FAX 916-264-7672
HTIP://WWW.S'ACTO.ORG

CITY OF SACRAMENTO
CALIFORNIA

ADNIINISTRATION.
PH 916-264-5799

May 4, 1998

OPERATIONAL SERVICES
PH 916-264-5426
SPECIALIZED SERVICES
PH 916-261-7200

Ebara Technologies Incorporated
Stephen P. Tourigny, Director of Operations
Ronald Andreaus, VP of Administration
51 Main Avenue
Sacramento, California 95838
Gentlemen:
This is to acknowledge receipt of your fax and letter dated April 28th wherein you have
requested a continuance of an item from that evenings agenda relative to a personal
property tax reimbursement for your company.
I apologize in the delay of this response however I want to advise you that your item was
continued by the council until Tuesday evening, May 12, 1998 at 7 pm in the Council
Chamber here at City Hall, 915 I Street, 2nd floor.

If I can be of any further assistance please do not hesitate to contact me.
Sincer ly,

Valerie A. Burrowes,
City Clerk
cc: Honorable Rob Keith, Councilman District 2
Dean Peckham, Management Analyst II, NPDSD

?,1

EBARA
E BARA

TECHNOLOGIES INCORPORATED

51 MAIN AVENUE
SACRAMENTO, CA 95838, U.S.A.
PHONE (916) 920-5451
FAX (916) 925-6654

April 28, 1998

Valerie Burrows
City Clerk
City of Sacramento
915 1 Street
Sacramento, California 95814
Re: April 28 , 1998 City Council Agenda; Item 11.1
Dear Ms. Burrows:
We write to request that Item 11.1 on this evening's City Council agenda, entitled " Ebara
Technologies Personal Property Tax Reimbursement," be continued to the next available regularlyscheduled City Council meeting.
The basis for our request is that the reimbursement proposal as described in the Staff Report for
this evening's meeting differs substantially from our understanding of the proposal. We wish to have the
opportunity to discuss this matter further with the City Staff prior to any action by the Council. We have
coordinated this request for continuance with Dean Peckham of the City Manager's office, and he has
expressed no objections.
Thank you for your cooperation on this matter.
UrS,

Stephen P. Tourigny
Director of Operations

Ronald Andreaus
Vice President Administration
Chief Financial Officer

cc:

Honorable Rob Kerth
William Edgar, City Manager
Dean Peckham
Edward J Quinn, Jr. Esq
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RESOLUTION NO.
ADOPTED BY THE SACRAMENTO CITY COUNCIL
ON DATE OF

A RESOLUTION APPROVING A REBATE OF THE PERSONAL PROP RTY TAX ON THE
PURCHASE OF NEW CAPITAL EQUIPMENT FOR EBARA TEC, OLOGIES, INC..
LOCATED AT 51 MAIN AVENUE (APN # 226-0050-'433-2400)

1.

WHEREAS the City has determined that the promotion • economic development and - employment opportunities and the establishment of a ound tax base serve the general
welfare of the citizens of the City of Sacramento.

2.

WHEREAS, on June 1, 1993 the City adopted its •rst incentive policy to be used by City
staff in preparing incentive proposal for corporat ns to renovate, expand or construct new
facilities.

3.

WHEREAS on April 21, 1998 the City Coun I amended its incentive policy to target
businesses such as electronics componen , printing and publishing services, food
processing, scientific equipment and inst ments and medical equipment and health
services.

4.

WHEREAS, the amended City incent e policy allows the City to rebate its share of he
personal property tax paid on the p rchase of capital equipment for a period of five (5)
years as per Section 5108 of the ate Revenue and Taxation Code.

5.

WHEREAS, .Ebara Technologie , Inc. is a targeted business located in the City of
Sacramento, which allows the ity to negotiate with taxpayers who have qualifying new or
expanding business facilities.

6.

WHEREAS, THE City desi s to rebate its share of the personal property tax paid by Ebara
Technologies, Inc. as a r sult of capital equipment purchases made between 1996 and
1997.

NOW, THERFORE, BE IT RESOLVED, by the Council of the City of Sacramento that subject to
the findings and conditions of approval set forth below, the rebate is approved:.
7.

That the City will annually rebate a maximum $9,581.38 for a period of five (5) years
beginning in FY 1998-1999, subject to Sacramento County assessments.

8.

That the new manufacturing equipment purchased by Ebara Technologies between 1996
and 1997 which is subject to the personal property tax rebate, is used in conjunction with
the expansion and operation of Ebara's manufacturing plant in the City of S 6amento.

9.

That the purchase of the new property (manufacturing equipment) wil reate at least 10
new full-time jobs, at a salary of at least $10/hour or $20,000/year d these . positions wil
continue for a continuous period of 5 years.

10.

That Ebara will file an annual employment report with the Ci• Clerk certifying that they .
have maintained their employment level of 163 employees .lus the 10 new employees.

11.

That during the term of this rebate, FY 1998/1999 thro gh FY 2002 - 2003, Ebara will not
contest its assessment on the subject manufacturing quipment.

12.

That if Ebara should violate any of the aforementi ned conditions, they will forfeit any future
payments and the City may recapture all of the operty tax rebated.

MAYOR

ATTEST:

CITY CLERK

FOR CITY CLERK USE ONLY
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Resolution No.
Date Adopted

044

NEIGHBORHOODS, PLANNING AND
DEVELOPMENT SERVICES
DEPARTMENT

31 I STREET
ROOM 400
RAMENTO, CA
9581 904

CITY OF SACRAMENTO
CALIFORNIA

SPE IAL PROJECTS
916-26415530
FAX 916-264-7643

April 14, 1998
City Council
Sacramento, California
Honorable Members in Session
SUBJECT: Eba.ra Technologies Personal Property Tax Reimbursement
LOCATION AND COUNCIL DISTRICT

Ebara is located at 51 Main Avenue, approxigiately 3 blocks east
east side of the East Main Drainage Canal. Council District 2

of

Northgate Blvd, on the

RECOMMENDATION

It is recommended that Council app ove a financial reimbursement to Ebara Technologies
associated with the expansion of t eir manufacturing plant at 51 Main Ave and approve the
attached resolution.
The proposed reimbursemen ncludes:

A maximum annul' reimbursement of $9,581.38 of personal property taxes paid
on the City's sharefof personal property tax generated by the purchase of
.
manufacturing 9 4uipment, for a period of five (5) years. The annual assessment will
be determined/by the Sacramento County Assessor. These reimbursements shall
be made in 9Liarterly installments, beginning July 1, 1998 to coincide with the City's
fiscal year calendar.
• Ebara wi/be required to hire and maintain at least 10 full-time (2,000 hours/year)
employ/es at an annual wage of at least $10/hour or $20,000/year, as required by
Section 5108 of the State Revenue and Tax Code.

1 •

Ebara will not contest its annual personal property tax assessment during this time
period. If Ebara violates either one of these conditions during the five year period,
the City will cease to make quarterly payments and Ebara will be required to
reimburse the City for the sum of the payments made.
CONTACT PERSON:

Dean Peckham, Management Analyst - Neighborhood , Planning
& Development Services, 264-7063.

FOR COUNCIL MEETING OF: April 21, 1998

BACKGROUND
City staff worked closely with representatives from Ebara Technologies from November 1995 to
June 1997 to facilitate the expansion of their existing manufacturing facility which became
operational July 1997. Staff assisted Ebara by providing the following assistance:
Expedited permit processing to meet their aggressive construction schedule,
Provided information about:
New Enterprise Zone regulations,
•
•
State of California Manufacturer's Investment Credit,
State Employment Training Panel financial assistance (for training
•
employees on new equipment), and
SETA assistance (employment screening and placement assistance)
•
Facilitated the relocation of a drainage easement across the rear of their property
(Spring 1996).
Processed a quit claim deed to remove a railroad easement across the rear of the property
(December 1996).
These last two actions facilitated the expansion by providing the necessary area for parking and
circulation. The expansion doubled the size of the plant from 67,000 square feet to 157,000
square feet and employment will grow from 163 employees in 1996 to approximately 347
employees in 1999.

SUMMARY
This agreement authorizes the Director of Support Services to reimburse Ebara
Technologies the City's share of the personal property taxes paid by Ebara on the new
manufacturing equipment which was purchased as part of their recent expansion, for a
period of five (5) years.

2

Property Tax Revenue Generated
In 1994 the State signed into law AB 1823 (now known as Section 5108 of the State
Revenue and Taxation Code). This law permits local jurisdictions to reimburse private
corporations for up to 100 percent of their share of the personal property taxes generated
by these facilities. This law was passed as an "economic revitalization measure," directed
towards property used in the manufacturing process. The use of the property must create
at least 10 new full-time (2,000 hours/year) jobs at a salary of $10/hour, or $20,000/year,
and must continue for a period of five years.
personal property tax increased bill grew by
As a result of the expansion, Ebara's ' .
$3.826 million from $963,000 in 1996 to $4.78 million in 1997. The City's annual share of
the personal property tax generated by Ebara facility expansion is 25.74737% of 1% of the
Assessed Valuation,or $9,851.38.
The City Attorney's Office has reviewed Section 5108 and determined that the City Council
may approve the tax rebate for "revitalization property" so long as the property is placed in .
service after the 1994-1995 fiscal year. Since the property was placed in service in 19961997, the City Council may approve the tax rebate even after the investment was already
made (Attachment 1).
The City of Sacramento has never utilized this program. In comparison, Sacramento
County has utilized this program a number of times in the retention and attraction of
companies such as Apple Computers, Campbell's Soup, Bank of America, JVC, and
Foundation Health.

POLICY CONSIDERATIONS
Incentive Policy
Approval of this agreement and resolution is supported by the amended City incentive
policy which is clearly targeted towards the retention and expansion of a local
manufacturing firm engaged in the fast-growing high technology sector. The support of
a manufacturing firm such as Ebara is critical because Ebara exports or sells its product
outside of the City and the region. This means that Ebara is bringing money into the City
from outside the region, which in turn, is being spent by Ebara and its employees to
purchase additional goods and services within the region.
Second, the amended City incentive policy permits the City to reimburse manufacturers for
the City's share of personal property tax paid on new manufacturing equipment for a period
of five (5) years.

3

As noted in the previous staff report, the rebate of general fund tax revenues is a major
departure from the City's original incentive policy adopted in 1993. Within California, local
jurisdictions have few financial resources under their control to attract and retain
businesses. This is especially true in Sacramento outside of the Downtown Redevelopment
Area and other redevelopment areas (North Sacramento, Franklin Blvd, Stockton Blvd.,
etc.). Factors which the City does have control over include:
•
•
•
•

the CIP budget,
permit assistance,
leases for City-owned land, and
abandonment and dedication of public right-of-way.

Beyond these types of in-kind financial assistance the top 10 factors influencing site
location decisions of corporations are as follows:
1.
2.
3.
4.
5.

Labor costs
Highway accessibility
Occupancy or construction costs
Availability of skilled labor
Availability of telecommunications services

6.
7.
8.
9.
10.

Availability of land
Cost of land
Energy availability and cost
Nearness to major markets
State & local incentives

While incentives are not even in the top 5 site location factors, when two locations are
equal, incentives may make the difference in where a company locates as in the case of
Ebara. At the time of its site location decision-making process (1996), Ebara was
attempting to decide whether to remain in Sacramento or relocate to Sparks, NV.
Despite its adoption by the Council, staff does not anticipate a demand for the program for
the rebate of the personal property tax by the business community. In the past five years
since the adoption of the first incentive policy, the City has never actually utilized the policy
as a marketing tool. Second, other than Ebara, the city has received on three inquiries
from businesses about financial incentives. These companies were not located in
Sacramento. Third, because of the requirements that companies hire at least 10 new
employees and the requirement to maintain these employees for five year or forfeit the
rebate, few manufacturers will be willing to participate in the program.
In the past four years the City Council has provided incentives to four local employers:
Downtown Plaza, Packard Bell/NEC Electronics, Campbell's Soup, and Blue Diamond.
Following is an outline of the incentives offered to each company, the number of
employees hired or retained and the value of the incentive package and the proposed
package offered to Ebara.
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Comparison of Incentive Packages

Company

Investment

Employment

Incentives

Incentives per
Employee

Packard Bell

$ 26 million

Added 3,000

$26,000,000

$ 2,000

Campbell's
Soup

$345 million

1,800
Retained

$18,654,907

$10,364

Blue Diamond

$ 30 million

800 Retained

$ 9,500,000

Downtown
Plaza

$109 million

3,000

$13,811,586

$ 11,875
$ 4,604

Ebara

$ 12.5 million

Add 162

$

47,200

291

As the table illustrates, the reimbursement being proposed for Ebara equals approximately
$291 per each new employee hired. Of the four incentive programs which the City has
participated in, this package is the cheapest of all incentive packages, except that the City
provided Packard Bell with a loan, not a tax reimbursement. It is still less than one-fifth of
the per employee incentive package negotiated with Blue Diamond, which will actually be
scaling back its workforce from 1,800 to 800 employees. However, the Ebara package is
the only one which involves the use of City General Funds. Blue Diamond and Downtown
Plaza are located in redevelopment areas City participation in Blue Diamond included the
tilization of CDBG funds, tax increment dollars and vacation of public right-of-way.
Packard Bell was strictly a loan by the City. In the Campbell's Soup deal the City
participated in the construction of a water line. Finally, City participation in the Downtown
Plaza involved the construction of a public parking garage.
FINANCIAL CONSIDERATIONS
In June 1997 The City Council approved a budget for this fiscal year which required solving
a $14 million budget deficit. This deficit occurred in spite of the fact that over the last four
years, the City's general fund tax revenues grew modestly from $126.97 M in FY
1993/1994 to a 136.726M in FY 1996/1997. As of May 1997 these revenues were
projected to grow a modest 2.4 % over the next 5 years.
Property tax revenues were also projected to grow only 1.0% annually through FY
2001/2002 and assuming moderate growth, sales tax revenues were projected to grow
3.0% annually through FY 2001/2002.
At the presentation of the mid-year budget review on Feb. 24, 1998, the Revenue
Department stated that 1997/1998 property tax revenues will not grow due to continued
5

devaluation and settlement.of outstanding tax appeals. Simultaneously, sales tax revenues
for FY 1997/1998 are projected to increase by 4.0% over 1996/1997. The City's 1% sales
tax collections are expected to exceed budget by $.7 million.
Clouding this picture is the June 2, 1998 general election Ballot Measure I which would
require the City to cut $10.5 million from the general fund budget if Measure I fails.
Support of the proposed total reimbursement will equal approximately $47,000 over the
next five years from the City's General Fund. The property tax reimbursement will occur
quarterly for five (5) years beginning July 1, 1998. Annually, the proposed reimbursement
will equal 0.023% of the City's projected property tax revenues annually for 5 years.
If Ebara moved to Sparks, NV, as originally contemplated, the City would not have received
the sales tax revenues associated with its expansion and non-expansion capital
expenditures ($166,290) and total property tax revenues ($76,7274). The following table
illustrates that even if Council approves the reimbursement, the projected net tax revenues
generated by Ebara in 1997 and still greater than in 1996.

1996

1997

Sales Tax Revenues
City's Share

$

30,452

$166,290

Property Tax Revenues
City's Share
Less Reimbursment

$

32,300

$ 76,727
$ 9,440

Net Benefit

$ 67,287

Beyond the net benefits of their expansion, the fact that Ebara could have moved to Sparks
would have also meant a projected net loss of revenue $99,100 in utility user tax revenues,
Business Operations Tax, sales tax revenues and other property tax revenues, based upon
1996 revenues paid to the City (See Table of Attachment 1 for detailed breakdown of local
revenues generated by Ebara).
The fact that Ebara remained and expanded in Sacramento means that the City receives a
net gain in property taxes, and a net gain in employment. It also meant that the 163 area
residents working at Ebara were able to retain their jobs, and not go on unemployment or
search for new employment. Hopefully, the majority of the new employees will be
Sacramento area residents who will spend their income locally.
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ENVIRONMENTAL CONSIDERATIONS
The proposed action is exempt from the California Environmental Quality Act (CEQA)
because it will have no conceivable effect on the physical environment.
MBE/WBE
This report does not involve the purchase of goods and services

Respectfully Submitted,

Dean Peckham
Management Analyst
Neighborhoods, Planning & Development Services

RECOMMENDATION APPROVED

Approved

William H. Edgar
City Manager

Jack Crist
Deputy City Manager

Attachments:

Attachments:

Resolution
Site Location Map
Attachment 1 - City Attorney Interpretation regarding Section
5108 of State Revenue and Taxation Code
Attachment 2 - 1993 Incentives Policy Report
Attachment 3 - Summary of Incentives offered by government

c:/wpwin60/ebara/council.407.wpd
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RESOLUTION NO.
ADOPTED BY THE SACRAMENTO CITY COUNCIL
ON DATE OF
A RESOLUTION PROVIDING A REBATE OF THE PERSONAL PROPERTY TAX ON THE
PURCHASE OF NEW CAPITAL EQUIPMENT FOR EBARA TECHNOLOGIES, INC.

BE IT RESOLVED BY THE COUNCIL OF THE CITY OF SACRAMENTO;
1.
2.
1.

That the City has determined that the promotion of economic development and
employment opportunities and the establishment of a sound tax base serve the general
welfare of the citizens of the City of Sacramento.
That on June 1, 1993 the City adopted its first incentive policy to be used by City staff in
preparing incentive proposal for corporations to renovate, expand or construct new
facilities.

3.

That on April 21, 1998 the City Council amended its incentive policy to target businesses
such as electronics components, printing and publishing services, food processing,
scientific equipment and instruments and medical equipment and health services.

4.

That the amended City incentive policy allows the City to rebate its share of he personal
property tax paid on the purchase of capital equipment for a period of five (5) years as per
Section 5108 of the State Revenue and Taxation Code.

5.

That Ebara Technologies, Inc. is located in the City of Sacramento, which allows the City to
negotiate with taxpayers who have qualifying new or expanding business facilities,

6.

That the City will rebate its share of the personal property tax paid by Ebara Technologies,
Inc. as a result of capital equipment purchases made between 1996 and 1997. The City
will annually rebate a maximum $9,581.38 for a period of five (5) years beginning in FY
1998-1999, subject to Sacramento County assessments. Rebates will be made on a
quarterly basis after Ebara has shown evidence of payment to the Sacramento County
Assessor.

7

Ebara Technologies will be required to hire at least ten(10) new employees (above its
current 163 employees) paying an average wage of $20,000 per year. If Ebara should fail
to comply with these terms it will forfeit any future rebates and will reimburse the City for
past. rebates paid. During this five (5) year period, Ebara will not contest its annual personal
property tax assessment on the equipment purchased which is subject to the rebate.

8.

That Ebara Technologies will be required to submit an annual report to the City Clerk
describing its total number of employees.

MAYOR

ATTEST:

CITY CLERK

FOR CITY CLERK USE ONLY

c:\wpwin60\ebara\reso.410.wpd

Resolution No.
Date Adopted
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SITE LOCATION MAP

EBARA TECHNOLOGIES INC.
51 MAIN AVENUE
SACRAMENTO, CA 95838
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A ikacR fr\e nit 1CITY OF SACRAMENTO

OFFICE OF THE
CITY ATTORNEY

CALIFORNIA

SAMUEL L. JACKSON
CITY ATTORNEY
WILLIAM P. CARNAZZO
ASSISTANT CITY ATTORNEY

December 10, 1997

MEMORANDUM

980 NINTH STREET
TENTH FLOOR
SACRAMENTO. CA
95814-2736
PH 916-264-5346
FAX 916-264-7455
DEPUTY CITY ATTORNEYS
RICHARD E. ARCHIBALD
DIANE B. BALTER
DENNIS M. BEATY
BRUCE C. CLINE
SHANA S. FABER
H. MICHON JOHNSON
GUSTAVO L. MARTINEZ
JOHN A. NAGEL
JOE ROBINSON
ARNOLD D. SAMUEL
ROBERT K. SANDMAN
STEPHANIE K. SHIMAZU
SANDRA G. TALBOTT
ROBERT D. TOKUNAGA

TO:

Dean Peckham, Economic Development

FROM:

Samuelt Jackson, City Attorney
Richard E. Archibald, Supervising Deputy City Apney
Arnold D. Samuel, Deputy City Attorney 4,2

RE: •

"Revitalization Property" Tax Rebate under Rev. & Tax Code Section 5108
ISSUE

Can the City Council approve a property tax rebate under Revenue & Tax Code § 5108
after the property was installed and placed in service or must the approval occur prior to the
purchase and installation of the property?
SHORT ANSWER
The literal reading of the code section as well as the legislative history does not reveal
any distinction between City Council approval before or after installation of the property. Thus,
there is no indication that the City may not approve a property tax rebate after the property has
been purchased and installed, so long as the property was placed in service after the 1994-1995
fiscal year.
BACKGROUND
Recently, a developer invested approximately twelve to thirteen million dollars for
equipment and improvements for a North Sacramento facility. The equipment was purchased
and installed in 1996-1997. The developer seeks a tax refund under section 5108 of the
*Revenue and Tax Code. However, the City Council did not approve the rebate prior to the
purchase and installation of the equipment and improvements.

1/

Dean Peckham, Economic Development•
. Re: Tax Rebate under Section 5108
December 10, 199.7
Page -2-

ANALYSIS
Section 5108 of the California Revenue and Tax Code provides for a tax rebate on
"economic revitalization manufacturing property." This section authorizes the City to provide a
tax rebate after a majority vote by the City Council. There are no court case decisions which
discuss the issue of the timing of the City Council approval of the rebate under this statute. Thus,
the statute must be interpreted literally and through its legislative history to determine the answer
to the issue presented above.
I.

LITERAL INTERPRETATION OF SECTION 5108
Section 5108(a) provides in pertinent part the following:
"For the 1994-95 fiscal year and each fiscal year thereafter, the
governing body of a local agency shall have the authority, by a
majority vote of that governing body, to rebate some or all of the
property tax revenue that the local agency would receive from
economic revitalization manufacturing property for a period of five
fiscal years from the date the property was placed in service.
Section 5108(d) provides that:
'This section shall apply only to property that is placed in service on
or after January 1, 1994."

Looking at the literal language, the statute is silent as to whether the governing body must
decide to grant the rebate before the manufacturing property is purchased. It simply states that
after the 1994-1995 fiscal year, the governing body of a local agency may grant a tax rebate for
a period of five years from the date the property was placed in service. Thus, it appears that the
only requirement with respect to timing, is that the property be placed in service after the 19941995 fiscal year. In this case, since the property was placed in service in 1996 and 1997, the
investor would still be eligible for a rebate upon approval by the City Council.
However, it should be noted, under the statute, in order for property to classify as
"economic revitalization property," the use of the property must lead to the creation of at least
ten new full-time jobs which will continue in existence for a continuous five-year period. The City
Council must make this finding prior to approving a rebate. Thus, this would address any
concerns that there may be a windfall to investors who seek the rebate after making the
investment.

Dean Peckham, Economic Development
Re: Tax Rebate under Section 5108
December 10, 1997
Page -3Revenue and Tax Code § 5108 was enacted by Assembly Bill No. 1823 in 1993. The
Legislative Counsel's Digest states that "this bill would permit local agencies.., to rebate property
tax revenue received from economic revitalization property, as defined, for a period of five fiscal
years from the date the property was placed in service, commencing with the 1994-95 fiscal
year."
The notes from a senate hearing on June 22, 1993 indicate that the bill would allow a
local agency to rebate its share of the property tax upon a majority vote of the governing board
of the agency. The same notes provide that the bill would apply to property purchased on or.
after January 1, 1994 and assessments made for the 1994-95 fiscal year and thereafter.
Additionally, Bill Carlson, of the California Redevelopment Agency Association, was
contacted regarding this issue. Mr. Carlson was one of the persons responsible for drafting the
legislation which enacted section 5108. He indicated that, with respect to the timing of City
Council approval, the statute was purposely left ambiguous to allow each city to implement its
own policies and procedures.
Thus, legislative comments reflect an intent that the only time requirements apply to when
the property is purchased, irrespective of the time the governing body votes to approve the
rebate.

CONCLUSION
The legislative history and literal reading of California Revenue and Tax Code section
5108 indicate that the City Council may approve a tax rebate for "revitalization property," so long
as the property is placed in service after the 1994-1995 fiscal year. Since the property at issue
here was placed in service in 1996-1997, the City Council may approve a tax rebate under
section 5108 even after the investment was already made.
ADS/sf
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DEPARTMENT OF
FINANCE
•

CITY OF SACRAMENTO
CALIFORNIA

BETTY MASUORA
DIRECTOR

CITY HALL
ROOM 100
915 I STREET
SACRAMENTO. CA
95814-2685
PH 916-2645736
FAX 916-2647618
DIVISIONS:
ACCOUNTING
BUDGET
REVENUE
RISK MANAGEMENT

May 25, 1993
City Council
Sacramento, California
Honorable Members in Session:
SUBJECT: Proposed financial incentives for targeted industries to renovate, expand or
construct new facilities in the City of Sacramento
LOCATION AND COUNCIL DISTRICT:

All.

RECOMMENDATION:
Staff recommends approval of guidelines to develop financial incentives for targeted industries
to renovate, expand or construct new facilities in the City of Sacramento. • The recommended
program would ma use existing general fund revenues, and would be implemented after a final
economic development strategy is adopted by the City Council.
CONTACT PERSON:
FOR COUNCIL MEETING:

-Aijakest2647173c!

June 1, 1993

SUMMARY
The City does not have a formal incentive program to encourage business retention or expansion.
On April 6, 1993, City Council directed staff to prepare program guidelines for consideration.
The incentive program recommended by staff:

•

Provides incentives for targeted industries (manufacturing, insurance, and
information services) to renovate, expand, or construct new facilities.
Provides guidelines for establishing the level of incentives - based on the local tax
revenue generated by the activity of the industry, and the priority of that activity
(compared to other eligible activities).

•

Defines the type of financial resources that can be used to provide incentives.

•

Identifies the need to involve SHRA, County, Public Utilities, and State
representatives to develop comprehensive incentive packages.

•

In addition, it is recommended that implementation of the program be considered for
implementation after a comprehensive economic development strategy is adopted by the City
Council in August.
COMMITTEE/COMMISSION ACTION:

None.

BACKGROUND
During the past several years, states and local governments throughout the United States have
developed financial incentive programs to promote renovation, expansion and recruitment of new
businesses. The City of Sacramento does not have a policy on the use of financial incentives to
retain or recruit businesses.
This report outlines general guidelines that could be used to prepare incentive proposals to
corporations on a case-by-case basis - without using existing general fund revenues. As a
preface to the proposed guidelines, a brief explanation is provided on the relative importance of
financial incentive programs in corporate decisions to expand or relocate operations.
How important are local incentives?

Local incentives are just one criteria that is evaluated by corporations when making a decision
to expand or relocate Operations. It is impossible to determine the importance of this criteria on
a case-by-case basis, since individual corporations do not release the information used in their site
selection process.
However, corporations have participated in surveys to identify the relative importance of site
selection criteria. In 1.992, the National Association of Corporate Real Estate Executives
(NACORE) surveyed its membership on the relative value of 28 individual site selection criteria including tax relocation incentives provided by state or local government entities.
As with virtually all surveys on "business climate" issues, it was not conducted using statistical
methods that would provide conclusive evidence on the value of retention and relocation
incentives. However, the nature of this survey provides valuable insight into the general priorities
of several corporations.

Table 1 provides a summary of the site selection factors that were evaluated by NACORE
members. Each of the factors was rated on a scale of 1 to 3 (1 meaning not important and 3
meaning very important). Participants in the study owned or leased 24 million square feet of
office, manufacturing, distribution, and research and development facilities.
Local financial incentives falls under the "Tax relocation incentives" criteria. This factor was
.ranked twenty-third among the 28 criteria.

TABLE 1
PREFERRED SITE SELECTION FACTORS .

Survey of the National Association of Corporate Real Estate Executives
Score

Site Selection Factors

2.81

Low lease rates

2

2.48

Access to major freeways

• 3

2.48

4

2.47

Low 'construction costs

5

2.41

Access to primary Consumer Markets

. 6

2.37

Well-developed energy/telecommunication systems

7

2.34

Favorable local government attitude towards business

8

2.28

Low property tax rates

4

2.26

Low crime rates

10

2.18

Low Corporate and Business Tax

11

2.14

Ease of commute

12

2.14

Port/airport

' 13

2.13

Up-front rent concessions

14

2.13

Cost of living

15

2;12

Housing affordability

16

2.12

Labor relations

17

2.09

Availability of low cost labor

18

2.08

Regional Growth Planning

19

2.03

Availability of job training

20

2.02

Industry specific skill;

21

2.02

Recreation/cultural amenities

2.01

School systems

Rank
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24

1.88

Corporate Headquarters

25

1.86

Personal tax rates

26

1.75

Access to Suppliers

27

1.70

Climate

28

1.54

Access to Rail Transportation

What type of incentive program should be employed by the City?
Despite the relatively low ranking of Tax Relocation Incentives in the NACORE survey, staff
believes a targeted incentive program can be important to corporations that place a higher value
on this criteria than the general business community. Specifically, staff believes that an
appropriate incentive program for the City should focus on those basic industrial activities that
have been targeted by the City Council for retention, expansion or recruitment. In addition,
staff believes that an effective incentive program should include participation with SHRA, the
County, local utilities, and the State of California.
The following steps are provided to illustrate the process used by staff to prepare the
recommended guidelines for an incentive program.

1.

Define financial resources to use as incentives

Public agencies have a variety of resources, outside of existing general fund revenues, to assist
with the renovation, expansion or construction of new facilities. Staff recommends that the
funding of an incentive program focus first on non-general fund resources, and secondly, on new

general fund revenues created by the renovation or expansion activity. Below is a brief review
of the resources available at each level of government, to promote economic development:

The City of Sacramento can target new general fund, or special revenues (Gas Tax, Measure
A, Major Street) to use for infrastructure improvements, or to pay for development fees
associated with renovation, expansion, or ne construction, activities of a business. The City can
also use Utility Funds to provide capital improvements or custom services to improve the
effectiveness of a business operation.

The Sacramento Housing and Redevelopment Agency (SHRA) can provide funding for
infrastructure improvements through tax increment funding (property taxes). In addition, SHRA
has a very limited amount of resources that can be used to reimburse a business for permit and
fees.

The County of Sacramento has resources similar to that of the City, with the exception of
General Fund Revenue (for facilities located in the City limits). The County can provide Special
Funds for infrastructure, and can also provide custom services through utility services.

Public utilities (SMUD and PG&E) can also provide custom servicis to corporations that can
increase energy efficiency and reduce capital expenditures associated with energy supplies.

The State of California can also play an important role in developing incentive packages. The
State has access to transportation funding and also provides tax incentives for corporations
locating in enterprise zones.

2.

Define activities eligible for incentives

Staff is recommending a limited incentive program that. will apply, to retention, expansion, and

new construction of basic activities in targeted industries. Examples of basic economic
activities include manufacturing and inter-industry services. These activities provide the
foundation for a local economy. Targeted industries are those activities that SACTO and the
City Council have identified as desirable industries for Sacramento.
Targeted industries in the manufacturing area include high technology, biomedical, printing and
publishing, and food processing. Facilities needed by these industries include plants, corporate
headquarters, and regional headquarters. Inter-industry services identified as a priority are
insurance and information services. Facilities needed by these industries include processing
centers, corporate headquarters, and regional headquarters.
Staff proposes that all retention, expansion, and new construction activities by these targeted
industries be included in an incentive program.
Staff is recommending a limited program for two reasons:
1. Local financial incentives are not typically a high priority for corporations. The
NACORE survey indicated that availability of "tax incentives for relocation" was
generally a low priority among corporations looking to expand or relocate
facilities. Nevertheless, some individual corporations may place more weight on
this criteria in their own site selection process.
2.

3.

The City dr - not have the staff resources to develop and administer a large-scale
incentive c- rai
_m. The City will have several initiatives in the final Economic
Developme
strategy that will require reallocation of staff resources to priority
:nlikely that staff will be in a position to pursue more than 5 to 10
projects.
incentive p. • ials at any given time.

Establish priorities .,:ong eligible activities

There are two sets of priorities that can apply to activities by targeted industries. First, a
priority can be assigned to the type of activity (renovation, expansion, or new construction).
Second, a priority can be assigned to the type of industry and the facility (manufacturing plant,
•insurance processing center, corporate headquarters, etc.).
The following priorities are assigned to each category. The priorities have been assigned based
on several factors - including economic impact and likelihood of incentive program influencing
decision.
Activity Priorities
1.
2.
3.

Renovation (Retention)
Expansion (Retention)
New Construction (Recruitment)

Industry and Facility Priorities
1.
2.
3.

Manufacturers
Insurance
Information services

These priorities will be reflected in the amount of financial incentives that are recommended for
each targeted activity -*after the maximum incentive is determined using standard guidelines.
The chart below illustrates the percentage that will be applied to maximum incentive for each
category:
•

Table 2
Priorities for Targeted Industries
Percentages to Apply to Maximum Incentive

New
Industry

•

,

Manufacturing
Insurance
Information Services
- 4.

•

Retention

Expansion

Facilities

100%

90%

80%

90%

80%.

70%

90%

80%

70%

Defuse criteria to evaluate project impact and establish appropriate incentives.'

All of the industries targeted by SACTO and the City Council have been determined to have a
beneficial impact on the local economy. In general, these industries use high-wage employees
and generate minimal environmental impacts. However, to establish a local incentive program,

the impact of the activity on generating local taxes must be evaluated. The City should not
pledge resources to a project in excess of the local tax revenue created by the project.
Furthermore, a City must give careful consideration to commitments to public expenditures
associated with a new activity - to ensure that incentives do not give away resources needed by
local governments to serve the project.
Four factors will be used by the City to establish the level of incentives that can be included in
a proposal to an eligible activity:
1.

Payroll (Number of new employees x average wages). Wages paid to employees
generates local taxes primarily through sales taxes, property taxes and
assessments, and utility users taxes. However, the impact of payroll
expenditures in supporting local government activity is minimal because 1)
residents require higher levels of public expenditures than businesses, and 2)
employees do not always live in the City where they work.

2.

Plant equipment. Investment in plant equipment increases local property tax
revenues for local government. If the plant is in a redevelopment area, the

TLO
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majority of the financial benefit is received by SHRA
Facilities - land. building, and infrastructure. Facility improvements also
increased the assessed valuation of a property - which in turn increases property.
taxes.
4. Utilitia. The City currently has a 7.5% tax on all utility bills. Increased use of
utilities - from expansion or new construction activity - generates additional
general fund revenue. Financial institutions (including insurance companies) are
exempt.
5.

Putting the program components together to establish formal guidelines

Staff has prepared a system to identify and apply available financial resources towards eligible
activities - with emphasis placed on the stated priorities.
The appropriate level of public investment for retention or relocation incentives is calculated by
first assessing the impact of the activity on the local tax base during the first three years of full
operation. This assessment is based on payroll, plant investment, facility construction, and
ongoing utility expenditures.
The following general guidelines will be used in preparing incentive proposals for specific
activities:
•

Priority of program. The Economic Development Strategy will include a wide range_ of
initiatives to improve the business environment in the City of Sacramento.
Implementation and promotion of this incentive program will be balanced against
initiatives in the overall work plan that have higher priority.

•

Eligible participants. Only those industries targeted by the City Council will be eligible
to receive incentives. Renovation, expansion, and new construction activities of these
targeted industries will be eligible for incentives.

•

Level of financial incentives. The incentive proposal will be based on the local revenue
generated by the activity over a three year period - factored against the priority assigned
to the proposed activity and the participating industry.

•

Preparing the specific proposal. Once the level of incentives has been determined, staff
will develop a specific proposal using non-general fund resources. If it is necessary to
reach the targeted incentive level, new general fund revenue created from the activity
will be included in the proposal.

•

Final approval . City Council Will have final approval on any specific proposal
developed under these guidelines. Staff may only indicate to participating corporations
that a proposal Will be submitted for Council consideration.

• Encouraging participation for other government agencies and utilities. During the initial
stages of preparing a specific proposal, staff will contact representatives of SHRA, the
County, public utilities, and the State government, to encourage participation in
developing a comprehensive incentive proposal.
At the time an incentive proposal is recommended for consideration by the City, staff
will report on the participation of other jurisdictions.
To illustrate how this program would be applied, consider the interest of an insurance company
to locate a national or regional headquarters in Sacramento. The proposed facility would employ
2,000 individuals and require 500,000 square feet of office space.
The company would be eligible to receive an incentive proposal since it is one of the industries
targeted by the City Council. The level of incentive would be calculated by determining the
local tax revenue that would be generated by the proposed project. Table 3 below identifies the
local revenue that would be generated - and calculates the targeted amount for the incentive
proposal.

Table .3
Example of Economic Impact of
Insurance Company Expansion
Expenditure
Payroll

New Private
Investment
$68,000,000

Plant Equipment
Facilities
(one-time)
Annual Utility

Local Tax
Revenue
.

$715,800

0
$40,000,000

$167,500

$1,600,000

Expenditures
, Total
Three-year total
multiplied by
priority factor
from Table 2

-Priority
Factor

$963,300
Recommended
Incentive:

70%

-

$1,800,000

Based on the benefits of this type of activity, City staff would prepare an incentive package
valued at approximately $1.8 million. The type of financial resources that would be committed

2a

4,

to the project could include:
•
•
•
•
•

Off-site improvements for roadway, drainage, or water infrastructure
Rebates of fees and taxes on construction activity
Discounts or below-market financing on City-owned property
Custom utility programs to reduce operating costs and capital investment
. Assistance with relocation activities

As the City proposal is developed, staff would contact County, State, and Public Utility
representatives to develop a comprehensive package of incentives. And, if the location of the
proposed activity is in a redevelopment area, staff would contact . SHRA representatives to
determine if redevelopment funds were available for incentives. The entire package of incentives
would be presented to Council for approval of the City portion of the package.

When should . Council initiate an incentive program?
A program to provide fmancial incentives to targeted industries should be initiated after the
comprehensive economic development strategy is presented to the City Council in August:
If the incentive program were initiated before the comprehensive strategy is completed, it would
give the appearance that the City's top economic development initiative is to provide financial
incentives to corporations - when in fact the Draft Economic Development Strategy indicates that
improved communication and regulatory reforms will be the primary emphasis of City initiatives
to improve the local business environment.
In addition, staff would also like to take the next couple of months to work with City
Departments, StIRA, the County, .public utilities, and the State to work out the logistics and
assess the financial impacts of the program on ongoing maintenance and capital budgets. This
review is needed to determine any additional limitations that may be placed on the program.
POLICY CONSIDERATIONS
Staff has prepared an incentive program that includes general guidelines for determining the level
and type of incentives that can be used to encourage targeted businesses to renovate, expand,
or construct new facilities in Sacramento.
Furthermore, staff is recommending that this incentive program be considered for
implementation - after the City's Economic Development Strategy is released in August.

Program Options - Not Recommended by Staff
Council can provide direction to staff on the priorities, and overall scope of the recommended
program. Council can provide direction to staff at this time to:
1.

Discontinue efforts to prepare an incentive program - and to focus on economic
development initiatives that do not require commitment of public resources.

2.

Expand the scope of business activities that could be included in the incentive program

3.

Change the priorities assigned to renovation, expansion, and new construction activities.

4.

Change the priorities assigned to manufacturing, insurance, and information services

industries.
5.

Begin implementation of an incentive program immediately using the general guidelines
included in this report. Staff would be directed to return to City Council for approval
of specific proposals that are prepared using these guidelines.

These options are not recommended by staff.
FINANCIAL CONSIDERATIONS
This report outlines general guidelines for preparing incentives for the renovation, expansion,
or new construction of targeted businesses. The program guidelines outline a general process
to identify fmancial resources that could be included in an incentive proposal. The guidelines
preclude the use of existing general fund resources.
If Council adopts an incentive program, specific financial information will be included in each
proposal that is developed for Council review and approval. No appropriations are requested
at this time.
111BETWBE
None.
Respectfully submitted,

ill Farley
Sr. Management Analyst

Recommendation Approved:

/William H. Edgar
City Manager
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RESOLUTION ADOPTING GUIDELINES FOR AN INCENTIVE PROGRAM TO
ENCOURAGE RENOVATION, EXPANSION, AND NEW CONSTRUCTION
OF FACILITIES FOR TARGETED INDUSTRIES
Be it hereby resolved by the City Council:
The following general guidelines will be used by City staff in preparing incentive
1.
proposals for corporations to renovate, expand., or construct new facilities:
The Economic Development Strategy will include a wide
Priority of
range of initiatives to improve the business environment in the City of Sacramento.
Implementation and promotion of this incentive program will be balanced against
initiatives in the overall work plan that have higher priority.
A.

B.
Eligible participants. Only those industries targeted by the City Council will be
eligible to receive incentives. Renovation, expansion, and new construction activities of
these targeted industries will be eligible for incentives.
Level of financial incentives. The incentive proposal will be based on the local
C.
revenue generated by the activity over a three year period - factored against the priority
assigned to the proposed activity and the participating industry.
D.
Preparing the specific proposal. Once the level of incentives has been
determined, staff will develop a specific proposal using non-general fund resources. If
it is necessary to reach the targeted incentive level, new general fund revenue created
from the activity will be included in the proposal.

FOR CITY CLfitiC USE ONLY
RESOLUTION NO.:
DATE ADOPTED:

Final Approval . City Council will have final approval on any specific proposal
E.
developed under these guidelines. Staff may only indicate to participating corporations
that a proposal will be submitted for Council consideration.
Encouraging participation for other government agencies and utilities. During the
F.
initial stages of preparing a specific proposal, staff will contact representatives of SHRA,
.the County, public utilities, and the State government, to encourage participation in
developing a comprehensive incentive proposal. At the time an incentive proposal is
recommended for consideration by the City, staff will report on the participation of other
jurisdictions.
Staff is directed to report back in the context of the final Economic Development Strategy
2.
with a plan to implement an incentive program.

MAYOR

ATTEST:

CITY CLERK
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INCENTIVES AVAILABLE TO BUSINESSES
IN SACRAMENTO COUNTY
City of Sacramento Incentives

1.

Industrial Development Bonds
. Low interest financing to manufacturers through the use of tax-exempt bonds

2.

Tax Increment Financing (Downtown Redevelopment Area Only)

3.

Property Tax Rebates (Downtown Redevelopment Area Only)

4.

Mello- Roos Fee Deferral Program
Specified building permit costs

5.

City - Owned Property
City will negotiate favorable leases on City-owned property

• 6.

Preferential Parking for Council - Designated Projects
Downtown Only

7.

Accelerated Construction of Public Improvements

8.

Industrial Development Bonds
Low interest financing to manufacturers through the use of tax-exempt bonds

9.

Tax Increment Financing (Downtown Redevelopment Area Only)

10.

Property Tax Rebates (Downtown Redevelopment Area Only)

11.

Mello-Roos Fee Deferral Program
Specified building permit costs

12.

City-Owned Property
City will negotiate favorable leases on City-owned property

13:

Preferential Parking for Council-Designated Projects
Downtown Only

14.

Accelerated Construction of Public Improvements
Example: Truxel Rd. Interchange

16

Abandonment and Dedication of Public Right-of-Way
Example: North C Street for Blue Diamond

15.

" 16.

17.

Relocation Loan
Example: Packard Bell
Streamlined Permitting Process
Council-Designated Projects
Express Plan Review
Minor improvement projects guaranteed 3 day plan check review

Sacramento County Incentives

18.

Nonresidential Fees Waived or Deferred for Targeted Industries
Regional Sanitation Connection Fees, Roadway & Transit Impact Fees, and
Various Development Fees
Deferral period can range from: 1) close of escrow if the building is sold, 2) until
the issuance of a certificate of occupancy, or 3) a period of one to five years.

19.

Residential Fee Deferral
Various development fees are deferred until the close of escrow or maximum of
15 months from date of building permit issuance.

20.

Affordable Housing Fee Deferral Program .
Available to single-family or multiple-family projects with at least 10% of the
units affordable to very low income households or at least 49% affordable to low
income households as certified by SHRA.

21.

Publically-Owned Land Made Available When Appropriate

22.

Street Improvements
Allocate funds for needed improvements.
Examples: Florin Road and Fulton Ave

23.

Construction of Off-Site Improvements

24.

Expedited Building Permit Process

25.

Expedited Land Use Organization

27

Single-Point cof Contact

26.

Rebate of Personal Property Tax on New Capital Equipment
•
Business must create at least 50 jobs with a minimum wage of $25,000/employee

27.

Rebate of County Utility User Tax (2.5%)

28.

Industrial Development Bonds
Low interest financing to manufacturers through the use of tax-exempt bonds

SHRA Incentive Programs
99.

Industrial Development Bonds
Low interest financing to manufacturers through the use of tax-exempt bonds

30.

Enterprise Zone (Norwood/ Northgate and Florin-Perkins Industrial Areas)
Rebate of ldcal sales tax paid on manufacturing equipment
Employee Tax Credit - Up to $26,000/employee for 5 years
Net Operating Loss Carryover - Up to 15 years

31.

Brownfields Loan Program
Small business loan program to clean up contaminated sites within the City

32.

Grow Sacramento Fund
Loan Program available City and Countywide for SBA-defined small busineses.
Maximum of $1 M/business

33.
34.

Commercial Loan Program
Redevelopment Areas only
$250,000 Maximum

35.

Exterior Rebate Program
Redevelopment Areas only
$65,000/business

36.

Development Fee Incentive
North Sacramento and Stockton Blvd only
Funds available for specified City & county permit costs and development fees.
Maximum of $15,000/commercial tenancy

37.

Commercial Tenant Incentive
North Sacramento and Stockton Blvd only
Funds available for tenants if they receive move-in incentives from property
owners.
Maximum of $2,500 grant/ tenancy

38.

Broker Fee Incentive
North Sacramento and Stockton Blvd only
Funds available for brokers who negotiate transactions on vacant commercial
space.
S.50 per square foot up to $2,500 maximum per tenancy

39.

SHRA Property
Write-down cost of SHRA-owned land when appropriate

SETA Incentives
40.
41•

Employee recruitment, perform skills assessments, screen potential employees, conduct
. orientations, preliminary interviews and provide interview space for employers
On-the-Job Training (OJT)
SETA reimburses employer 50% of an employees wages for 10 weeks.
Employee must learn 7 new skills.

State of California Incentives
42.

Economic Revitalization Manufacturing Property Tax Rebates (Section 5108 of
California Property Tax Law)
Local jurisdictions may rebate their share of the personal property paid on new
manufacturing equipment for a period of five years.
Company must create at least 10 new jobs paying $10/hr for the duration of the
rebate.

43.

Manufacturers' Investment Credit
6% investment tax credit for certain electronics, pharmaceutical, semiconductor
equipment manufacturers, biopharmaceutical and biotech manufacturers.

44.

Research and Development Tax Credit
11% tax credit for qualified research expenses

45.

Net Operating Loss Carryover
New businesses can carryover 100% of their losses over 8 years.
Existing businesses can carryover 50% of their losses for 5 years.

46.

Employee Training
Job Referral & Placement through EDD
Job Match Services through EDD
Focused recruitment.
Employment Training Panel
ETP can assist businesses in acquiring and retraining their workforce.

ETP will reimburse employer up to $2,100/employee.

California Statewide Community Development Authority(CSCDA)
47.
CSCDA can act as a conduit for Industrial Development Bond financing for businesses in
place of a local jurisdiction. Project must be for a manufacturing, processing or value
added facility at cost at least $1 Million and less than $10 Million and create 1 new job
for every $50,000 of financing.

Federal Tax Credits

48.

Wage Opportunity Tax Credit (WOTC)
Employers can receive a tax credit of 40% of the first $6,000 of wages paid (up to
a maximum of $2,400) for hiring individuals who have been on AFDC for 9 of
the past 18 months

49.

Welfare to Work Tax Credit
An employer can receive a tax credit of 35% of $10,000 ($3,500) for the first year
and 50% of $10,000 ($5,000) the second year for hiring long-term AFDC
recipients who have been on AFDC 18 months or longer tits
Example: Truxel Rd. Interchange

RESOLUTION NO.
1 CIL
ADOPTED BY THE SACRAMENTO CITY COU
ON DATE OF

A RESOLUTION PROVIDING A REBATE OF THE PERSONAL PROPERTY TAX ON THE
PURCHASE OF NEW CAPITAL EQUIPMENT FOR SARA TECHNOLOGIES, INC.

BE IT RESOLVED BY THE COUNCIL OF THE CITY OF SACRAMENTO;
That the City has determined that the promotioi of economic development and_
employment opportunities and the establishment of a sound tax base serve the general
welfare of the citizens of the City of Sacramento.
2.
1.

That on June 1, 1993 the City adopted its prst incentive policy to be used by City staff in
preparing incentive proposal for corporati6ns to renovate, expand or construct new
facilities.

3.

That on April 21, 1998 the City Coun5il amended its incentive policy to target businesses
such as electronics components, priyting and publishing services, food processing,
scientific equipment and instruments and medical equipment and health services.

4.

That the amended City incentive policy allows the City to rebate its share of he personal
property tax paid on the purchasf of capital equipment for a period of five (5) years as per
Section 5108 of the State Reven'ue and Taxation Code.

5.

That Ebara Technologies, Inc. is located in the City of Sacramento, which allows the City to
negotiate with taxpayers whofhave qualifying new or expanding business facilities,

6.

That the City will rebate its share of the personal property tax paid by Ebara Technologies,
Inc. as a result of capital fquipment purchases made between 1996 and 1997. The City
will annually rebate a ma imum $9,581.38 for a period of five (5) years beginning in FY
1998-1999, subject to acramento County assessments. Rebates will be made on a
quarterly basis after Era has shown evidence of payment to the Sacramento County
Assessor.

7.

Ebara Technologief will be required to hire at least ten(10) new employees (above its
current 163 employees) paying an average wage of $20,000 per year. If Ebara should fail
to comply with these terms it will forfeit any future rebates and will reimburse the City for
past rebates paid. During this five (5) year period, Ebara will not contest its annual personal
property tax assessment on the equipment purchased which is subject to the rebate.

8.

• That Ebara Technologies will be required to submit an annual report to the City Clerk
describing its total number of employees.

MAYOR

ATTEST:
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