(R-2000-350)

RESOLUTION NUMBER R- 292237
ADOPTED ON_ SEP &7 1989 B

WHEREAS, Né?artis AG, one of the world’s largest biotechnology firms, is currently
' considéring funding the operétiqns of two research institutés whiéh Would develop and
manufacture new products and related. technology [tﬁe Novartis Institutes]; and
WHEREAS, the Novartis Institutes have currently signed a 10-year lease to occupy a
research lgboratory in La Jolla and will need to ¢xpand operafions inf;) new cust.or‘n-desi.igned
facilities; and |
WHEREAS, the growth and expansion of the Novartis Insﬁtutés énd‘ other entities related -
to Novartis AG will subs.tan'tiall}._‘/ enhance the strength and viability of tﬁe ;‘biofechnology
cluster" in San Diego, thereby increasing the attraéiivcnesé of the City aS‘avlécation for
' developiﬁg and marketing products based on high _technology; and
| WHEREAS, if Novartis AG plirsues its aggressive i'nvestment’strategy, phased in over
five (5) years, building new manufacturiﬂg spacé and making _éubstantial investments in new
equipment to meet the requirements of the new teéhnoldgy, these ne;w investments should result
in the creation of almost 400 new jobs, including 192 manufacturing jobs, almost $10,000,000 in |
tax revenue to the City, and benefits to the local economy through hundreds of millions of dollars
of payroll expenditures and increased local i)urchaées of goodé and services; and |
WHEREAS, the City Council has adopted Council Policy 900-12, which provides for
flexible éc’bnomic development incentives, aﬁd standards for vt'heir use, to attract and retajn key
San Diego. industries; and

-

WHEREAS, the City Manager of The City of San Diego has reported to the City Council
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on economic development incentives that had been proposed té Company by City. These |
i.ncentives included, expedited ﬁermit pfocessing; a reéommendétion to rebaté the‘City’s portion
of the tax imposed on tangible personal property used in the manufacturing process, rebates or
'credité on use'.taxes allocated to the City, and reduc.e.d water and sewer capacity charges, (City
Manager Repoﬁ No??” 7 9 ); and |

WHEREAS, in 1993, the State of California adopted AB 1823, effective January 1, 1994,
which amended the California Revgnue and Taxation Code' by adding Section 5108.- This law
authorizes cities and coﬁnties to rebate their portion of personal property taxes imposed on
manufacturing equipment for a five year period frorﬁ the date the equipment is placed into
service if the property on which the taxes are propos'ed to be rebated is directly involved in
manufacturing and the use of the i)roperty will lead to the creation of new fﬁlltime

‘manufacturing positions; and.

WHEREAS, on SEP &7 1939 , 1999, the City Council made the ﬁndings as required
by California Revenué and Taxation Code Section 5108, and authorized the City Manager to -
negotiate and execﬁte an Agreemeﬁt with Compmy to rebate to Company fora period_of five (5)
years that portion of the taxes which The City of San Diego receives on. the persopal propérty tax

imposed on manufacturing equipment which Company purchaséd during the years 2000, 2001, |

2002, 2003, and 2004 (City Council ResolutionR-_ 2922 3.7(R-.2000'-350)‘). Each of five
(5), overlapping ﬁvefyear périods, will commence iﬂ 2000, 20Q1, 2002, 2003, and 2004
respéctively, ferminating the rebate period for 2004 purchases in 2009. (Fof the purboses of this
Agreement, "year" shall mean "fiscal year"; and |

WHEREAS, Company hasA(‘:onsidered its expaﬁsion options and, for numerous reasons

‘including the economic development incentives offered by City, County, and other local
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agencies, Company is pﬁmarily interested in expanding into The City of San Diego; NOW,
THEREFORE,

BE IT RESOLVED, by the Council of The City of San Diego, that-the Council finds, in
its sole discretion, that:

1. The attraction of further investment from Novartis AG would result in the
retention and creation of quality jobs, tax revenue, and other economic benefits and is fn the best
interests of The City of San Diego.

2. ‘ | Novartis AG proposes to invest substantial amounts for the purchas.e and use of

| manufacturing equipment used in conjunction with theA éxpansipn of research and development
operations within the jurisdiction of The City of San Diego.

3. The manufacturing equipment which the Novartis Institutes propose to purchase
and use will be directly involved 'in the manufacturihg process in the State of California, and not
ina preliminary or subsequent activity, or oné incidental to manufacturing.

4.  The manufacturing equipment which the Novartis Institutes propose-to purchase
and use will lead to the retention of over one hundred-five (105) existing jobs, the éreation of an
expected two hundrea se\/énty-ﬁve (275) additional jobs, of which 192 are to full-time
manufacturing jobs, that both retained jobs and new jobs are at salary levels of at leaét ten doliars
($10) per hour, and that these jobs will continue in existence fof at least a continuous five-year
period.

BEIT FURTHER RESOLVED, that the City Manager is authorized to negotiate and

execute an Agreement with the Novartis Institutes, a copy of which is on file in the office of the

City Clerk as Document No. RR - 292237 ,to:

1. Rebate to the Company for a period of five Years that portion of taxes which the
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City receives on fhe personal property imposed oﬁ mahufacturing equipmeht which the Company
. places into service during the City’s fiscal years 2000, 2001, 2002, 2003,' and 2004;
| 2. Provide the rebates or credits authorized through Council Resolution 288034 for

pafticif)ation in fhe Business Cooperation Program‘;

3. Reduce by $1,000 per equi\l/alent dwelling unif (EDU) the normal charges of
$2,500/EDU for water and sewer capacity pursuant to Council Resolution R 96-1480; and

4. ‘Reimburse Company’s costs for payment of the Housing ImpactvFeé's .froni_
Genérai Fund ;cax revenues generated by the proj ect.ﬁ Such Agreement shall be subject to the
Council’s annual review and approx{al during the adoption of the City’s budgét‘. The Agreement
shall confain the following provisions:

(@.  The maximum amount of the rebate of taxes paid on tangible personal
propertyl, over the entire ﬁine-year rebate period, shall not exceed $200,000, irrespective of the
amount of investments made by Company 1n tangible personal manufacturing property; |

(b) The Company shall provide a rheans_ of assuring fhat thc‘ @aximum
number of jobs or positions possible shall be made avaihlable to San Diego area residents, suchas
entering into a Work Source Hiring Agreement with the' San Diego Workfofqe Partnérship, or |
.recruiting through local universities. Thé Company shall provide a means of assuring that the-
j'ob‘s or bositions shall meet the requirements of City Council Policy 900-12 and California
Revenue and Taxation Code Section 5108 regardihg the quality'of f[he jobs. Finally the
Companylshall provide a means of assiiring that the number of new employees constitutes an.

increase in the total number ;)f employees as defined ,inASection 621 of the _Unémployment
Insurance Code, employed by the Company in the State of Califomia.. ,

(©) The Company shall participate in the Business Cooperation Program by

PAGE4OF 6 Z '292237



self-assessing California use taxes, and shall ﬁroperly report and allocate, and/or cauée to be
properly reported and allocated, éuc,h sales and use taxes to The City of .San Diego as the situs of
vthe transactionf Such taxes will equal or exceed the amount of the personal propeﬁy tax to be
rebated pursuant to any Agreement with Compaﬁy.

BEIT FURTHER RESOLVED, that the City Auditor and Compfroller is authorized,
upon the direction of the Financial Managément Director, to (aj appropriate property tax
revenues paid 'by Company for manufaciuﬁng pfoperty and to a};prof)riate expenditures to rebate
the property taxes paid; (b) appropriate use tax revenues };aid by Company and to appropriate
eXéenditures to rebate or credit ,ta;(es paid pursuant to the Business Coéperation Program; and (c)'
appropriate sales, use, and property taxes paid by éompany and to appropriate expenditures to
reimburse Housing Impact Fees paid.

BEIT FURTH}éR RESOLVED, that the Council of The City of San Diego direéts City
Staff, acting by and ‘;hrough the City Manager, to take all actions necessary to implgmént this
Agreement following its .execution by City and Company.

BE IT FURTHER RESOLVED, tﬁat the Coun(;il of The City of San Diego directs the
City Manager to return to Council - with an amendment to Coﬁncij Policy 900}-12 which

specifically provides for future reimbursements of Housing Impact Fees for other businesses
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which may make large capital investments in the City, and in which the City stands to realize

substantial net financial gains.

APPROVED: CASEY GWINN, City Attorney

By / A b4 C‘Z,é’,Za/) Q)&/\ ,&/‘g

Prescilla Dugard
Deputy City Attorney,

PD:cdk

09/20/99 :
Or.Dept:Econ.Dev.Svcs.
R-2000-350

| K 29 223-7
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