ECONOMIC INCENTIVE POLICY
(ADOPTED 8/2/99 ~ REVISED: 11/5/01, 4/19/04, 9/7/04, 4/18/05, 6/5/05, 6/5/06 and 10/2/17)
It is the policy of the City of Gilroy to encourage the expansion of its economic base. This
expansion will be assisted by the use of credits to offset development impact fees. This
Economic Incentive Policy will outline the terms and conditions that will apply to those
applicants who are granted an incentive by the City Administrator.
It is the intent of the City Council that this policy will apply to significant new or expanding
businesses and commercial/industrial centers that generate new local taxes and new jobs. It
is specifically not the intent of the City Council that this policy be applied to new or expanding
businesses that are in direct competition with businesses that are well-represented within the
City and are competing for the same revenues, unless it can be proven that they are
expanding the economic and revenue base. The City intents to review any request for a credit
to offset impact fees to ensure that the business is generating new sales tax or TOT dollars in
the community. The applicant may be required to submit a financial analysis that includes the
following:






Total taxable sales generated for the first 4 years
Proportion of sales that will be new to Gilroy
Proportion of sales generated by residents outside of Gilroy
Negative sales tax impacts to existing retailers and/or loss of jobs to similar businesses
Other economic information as required by staff

TAX OFFSET
Those businesses which will be eligible for a tax offset against development impact fees may
be either commercial or industrial businesses that generate new sales taxes or new Transient
Occupancy Tax (TOT).
Single Businesses: In the case of sales tax, the business must generate at least $50,000 in
sales tax revenue to the City annually. The total offset may be accumulated for a period not to
exceed three (3) years. The three-year period will commence upon the issuance of the
certificate of occupancy for the business. The tax offset must be applied against the
development fees due for the project, and may not exceed the amount of development fees
plus interest thereon due from the new business.
Commercial or Industrial Centers: In the case of sales tax, a single center comprised of
multi-tenant businesses may qualify for the incentive if it collectively generates an average of
at least $50,001 in sales tax revenue to the City annually. The amount of sales tax generated
by the multi-tenant center must: (1) exceed $50,000 annually when averaged over a three
year period and (2) be equal to an amount of $2.00 or more per gross square foot of the multitenant center building are in excess of 25,000 square feet. The total offset may be
accumulated for a period not to exceed three (3) years. The three-year period will commence

one year from the issuance of the first certificate of occupancy to occupy a space at the center.
The tax offset must by applied against the development fees due for the project, and may not
exceed the amount of development fees plus the interest thereon due from the
commercial/industrial center.
Small Business or Commercial Centers: Commercial development projects for which a
building permit application is deemed complete on or before April 30, 2009 and that are not
anticipated to generate sales tax or transit occupancy tax revenue in excess of $50,000
annually will be eligible in accordance with this section for a credit against development impact
fees for the estimated amount of sales tax or transit occupancy tax to be generated. The tax
offset must be applied against the development fees due for the project, may not exceed the
amount of development fees plus interest thereon due from the commercial development
project, and may be extended only to a new business, hotel or similar establishment, or to a
new commercial center. The total offset may be accumulated for a period not to exceed three
(3) years. The three (3) year period shall commence to run one (1) year from the date of
issuance of the first certificate of occupancy in connection with the business or a space at the
center. No credit shall be allowed under this section for an entity that is relocating from within
the City of Gilroy.
JOBS OFFSET
Those businesses which will be eligible for a jobs offset must be industrial businesses that
generate new jobs. In order to qualify, the business must create at least 25 permanent fulltime jobs within two (2) years of the opening of the new business which meet the minimum
conditions set out below. A credit of up to $4,000 per job may be granted for each job that has
any combination of annual salary and benefits of at least $45,000. The number of jobs created
and the salary and benefit package minimums must be met for three consecutive years
following the initial attainment of the guaranteed employment level. The credit must be applied
against the development fees due for the project, and may not exceed the amount of the
development fees due from the new business. If the salary and benefit package minimums are
not met or are not maintained for three (3) consecutive years following the initial attainment of
the guaranteed employment level, the business shall pay to the City the amount of the credit
per job multiplied by the number of jobs by which the business falls short, plus interest at the
highest yield rate in the City’s investment portfolio.
Multi-tenant/owner Industrial Developments: Developers of multi-tenant/owner industrial
buildings may be eligible for a job-offset credit if the businesses that will ultimately occupy the
multi-tenant/owner building employ a cumulative total of at least 25 permanent employees that
meet the minimum wage and benefit requirements stated above.
The minimum employment level must be met within two (2) years of the issuance of the first
certificate of occupancy for the first building. The minimum 25 permanent employees that
meet the wage and benefit package must be maintained for a minimum of three (3)
consecutive years following the initial attainment of the guaranteed employment level.

DEVELOPMENT FEE DEFERRAL
For new building in industrial parks where full street improvements exist, all City imposed
development impact fees can be deferred until the building is occupied. (This section is
subject to the attached implementation policy also adopted by the City Council on 9/5/00).
Single-tenant occupancy structure: The subject fees may be deferred until the building
owner and/or tenant applies for a building Tenant Improvement (“TI”) permit. Fees shall be
paid prior to TI permit issuance.
Multi-tenant occupancy structure: The subject fees may be deferred until the building
owner and/or first tenant applies for a building TI permit. Fess shall be paid prior to TI permit
issuance.
IMPACT FEE PAYMENT PLAN OPTION
Certain large-scale economic development projects may qualify for an option to pay all
required development impact fees in accordance with an executed payment plan
agreement. Under this option, there is no waiver or reduction of required development
fees, and therefore, does not constitute a use of public funds. Not all projects will qualify
for this incentive, as it is intended only for those developments that are new to the City
of Gilroy and significantly improve or positively contribute to the City’s economic
development or tourism. Relocation of a business already within the city boundaries
would not be considered a “new” business to the city. Qualifying projects, at minimum,
include:
Commercial or Industrial Development:
– Must be located within Gilroy city limits; and
– New development impact fees that exceed $750,000; and
– New construction for commercial and/or industrial user(s); and
– Project does not involve relocation of a business within city limits; and
– Creation of 100 or more new permanent jobs in the City.
Tourism Development:
– Must be located within Gilroy city limits; and
– New development impact fees that exceed $750,000; and
– Project does not involve relocation of a business within city limits; and
– New construction for commercial user(s); and
– Creation of 75 or more new hotel rooms in the City.

Terms for Payment Plan: The payment plan option may not burden Gilroy taxpayers,
therefore, all associated costs to administer and monitor the plan (including but not
limited to staff time and attorney costs) are the responsibility and obligation of the
developer. Interest calculations would be based on the California LAIF (Local Agency
Investment Fund) rates, and an additional 0.5% over the LAIF rate, over the life of the
loan, will be applied at the time of loan initiation.
Participants in the payment plan option must enter into an agreement with the City prior
to issuance of the building permit. Terms for repayment will include three equal
installments. The first 1/3 payment would be due upon issuance of the Certificate of
Occupancy (CofO). The second 1/3 payment would be due no later than one year after
CofO, and the final payment due no later than two years after CofO.
GENERAL TERMS AND CONDITIONS
The recipient of an economic incentive under this policy must enter into an agreement with the
City of Gilroy to perform the terms and conditions under which the incentive is provided. Each
agreement must be recorded against the property in the office of the Santa Clara County
Clerk/Recorder, and is binding on successors-in-interest. The provisions stated below are
applicable to all economic incentive agreements.
Financial Analysis Required
Each applicant for an economic incentive shall submit an economic analysis to the City for
review. The scope of the financial analysis shall be determined by the City Administrator and
may include, but need not limited to, an Executive Summary that is less than 6 months old,
management profile, description of the applicant’s or business’s financial condition and
products and services, and market analysis (of the market in which it competes). The financial
analysis also shall include information sufficient to reasonably determine the impact of the
proposed development on existing businesses within the City.
Approval Process
Business owner or commercial/industrial center developer/owner shall submit sufficient
information, as determined by the City Administrator, to allow the City to ascertain whether the
business or businesses qualify for an incentive. The Economic Incentive Review Committee,
which will be comprised of representatives from the Community Development and Finance
Departments, will review the information and determine whether the business/es qualify for the
Tax or Job Credit component or for a deferral of development impact fees. The committee will
make a recommendation to the City Administrator.
The City Council has delegated the authority to decide whether to grant or deny an economic
incentive to the City Administrator, with a right of appeal to the City Council. Any approved
incentive amount will also be noted in relevant development permit staff reports.

Compliance Monitoring
Each developer or business owner that is given a credit against development impact fees
pursuant to this Policy shall pay all City administrative cost associated with the economic
incentive agreement and compliance monitoring, and will deposit with the City funds sufficient
to pay for the City’s estimated costs of the monitoring or will otherwise provide security for the
costs in a manner satisfactory to the City.
Developers and business owners that are granted a credit against development fees will be
required to prepare and submit an annual audit report to the satisfaction of the City’s finance
Director. The developer will be financially responsible for the preparation of the annual audit
for each year of the economic incentive agreement. The City Finance Director shall determine
the scope of the audit and have the right to approve the certified public accounting firm that is
retained to prepare the audit. Prior to the execution of an economic incentive agreement, the
developer will be required to submit verification to the City that documents each business’s
willingness and obligation to release annual payroll or financial records as required for the
preparation of the annual audit. Failure to provide the annual audit in any year of the
economic incentive agreement will result in termination of the incentive, making the unpaid
amount of the development impact fees and interest thereon immediately due and payable,
and at the City’s option, may result in the forfeiture of the security described below.
Security
To ensure that the guaranteed employment level is met throughout the minimum three (3) year
period or that the required sales or transit occupancy tax is generated, the developer will
provide security to the City until such time that all amounts due under the economic incentive
agreement are paid in full. The amount of the security will be equal to the amount of the
economic incentive or development impact fee credit, plus interest at the highest yield rate in
the City’s investment portfolio. The security may be a bond, a letter of credit, a bank account,
or a certificate of deposit. The security must be drawable solely by the City of Gilroy without
other approval, must be non-cancelable and automatically renewed, and must be approved by
the City Attorney.
Prevailing Wage and Related Requirements
The City’s grant of credit toward development impact fees constitutes the payment of public
funds toward the construction of the building(s) that are subject of the economic incentive,
causing the design, installation and construction of the building(s) to be a “public work,” as
defined in Chapter 1 of Part 7 of Division 2 of the California Labor Code, to which section
1771, relating to prevailing wages, applies. Each agreement executed pursuant to this Policy
shall contain a condition requiring the developer to cause the work to be performed as a
“public work,” unless otherwise provided by state law.

