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Date of Hearing: April 25, 2018

ASSEMBLY COMMITTEE ON LOCAL GOVERNMENT
Cecilia Aguiar-Curry, Chair
AB 2853 (Medina) — As Amended March 20, 2018

SUBJECT: Local government: economic development subsidie

SUMMARY : Requires local agencies to take specified astimiore approving or granting
economic development subsidies of $100,000 or fowrearehouse distribution centers and
during the term of such subsidies. Specificdtys bill :

1) Requires each local agency, on and after Janu&§1B, to provide specified information to
the public before approving any economic develogreghsidy (subsidy) for a warehouse
distribution center within its jurisdiction. Allfahe following information must be made
available to the public in written form and throughinternet Web site (website), if
applicable:

a)

b)

c)

d)

)

h)

)

The name and address of all warehouse distribegoters that are the beneficiary of the
subsidy;

The start and end dates and schedule, if applictdrléne subsidy;

A description of the subsidy, including the estietatotal amount of the expenditure
of public funds by, or of revenue lost to, the lloagency as a result of the subsidy;

A statement of the public purposes for the subsidy;
The projected tax revenue to the local agencyrasit of the subsidy;

The estimated number of jobs created by the supsididing job classifications and
wage rates, broken down by full-time, part-timeg &&mporary positions;

The estimated number of independent contractockjdimg contract rates, funded by the
subsidy;

The estimated value of benefit packages, inclutiggjth benefits, fringe benefits, and
defined benefit pensions, for each job classifozatireated by the subsidy;

The estimated number of jobs for disadvantaged &rsr&reated by the subsidy;

Both of the following regarding each warehouseritistion center that is the beneficiary
of the subsidy:

i) A description of the outreach, training, and hirpigns, including plans to hire
disadvantaged workers; and,

i) A description and total value of any state or fatlsubsidies applied for, or received
by, the warehouse distribution center.



2)

3)

4)

5)

6)

7)

8)
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Requires each local agency to provide public naite a hearing before granting a subsidy
to a warehouse distribution center, although #hisat required if a hearing and notice
regarding the subsidy is otherwise required by law.

Requires the information specified in 1), abovagmain available to the public under
existing state and federal law and to be postetthehocal agency's website, if applicable,
for the entire term of the subsidy.

Requires a local agency, after it grants a subfsidg warehouse distribution center, to issue
an annual report for each subsidy during the tdreaoh subsidy and make the report
available to the public and through its websit@gplicable.

Requires the report specified in 4), above, to@orthe information described in 1), above,
and the following information, if applicable:

a) The net tax revenue accruing to the local ageneyrasult of the subsidy;

b) The net number of jobs created by the subsidyudiol job classifications and wage
rates, broken down by full-time, part-time, and pemary positions;

c) The number of independent contractors, includingreat rates, funded by the subsidy;

d) The total value of benefit packages, including tiebénefits, fringe benefits, and defined
benefit pensions, for each job classification @ddty the subsidy;

e) The net number of jobs for disadvantaged workezated by the subsidy;

f) All of the following regarding each warehouse digition center that is the beneficiary
of the subsidy:

i) The amount spent on training, apprenticeship, loerogkills development programs
for employees;

i) The retention rate of employees broken down bytfoie, part-time, and temporary
positions, and if the turnover rate of employeeseexrs 20%; and,

iii) The number of employment arbitration agreementsesidy employees and
independent contractors, if any.

Requires each local agency, after it grants a dylfer a warehouse distribution center, to
hold an annual public hearing during the term efshbsidy to consider any written or oral
comments on the information contained in the repagpared pursuant to 4) and 5), above.

Requires each public hearing required by thistbilbe consolidated with a local agency's
regularly scheduled hearing.

Requires a warehouse distribution center to proaitteeal agency any information necessary
to comply with this bill.
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9) Provides the following definitions for the purposeghis bill:

a) "Disadvantaged worker" means an employee of thelarse distribution center who
satisfies any of the following:

i) Was unemployed for the six months immediately pteggemployment with the
warehouse distribution center. In the case ofrapleyee that completed a program
of study at a college, university, or other posteelary educational institution,
received a baccalaureate, postgraduate, or profedsiegree, and was unemployed
for the six months immediately preceding employnwitth the warehouse
distribution center, that employee must have cotedléhat program of study at least
12 months prior to the individual's commencemerdraployment with the
warehouse distribution center;

i) Is a veteran who separated from service in the ArF@ces of the United States
within the 12 months preceding commencement of eympént with the warehouse
distribution center;

iii) Was a recipient of the credit allowed under Secs@mf the Internal Revenue Code,
relating to earned income, as applicable for fddargooses, for the previous taxable
year;

iv) Is an ex-offender previously convicted of a feloa;;

V) Is a recipient of either CalWORKS or general aasisg, in accordance with the
Welfare and Institutions Code, as specified.

b) "Economic development subsidy" means any experaatipublic funds or loss
of revenue to a local agency in the amount of $1@WMpr more, for the purpose
of stimulating economic development within the gdiction of a local agency, including,
but not limited to, bonds, grants, loans, loan gotes, enterprise zone or empowerment
zone incentives, fee waivers, land price subsidegching funds, tax abatements, tax
exemptions, and tax credits. "Economic developreghsidy” shall not include
expenditures of public funds by, or loss of revetayehe local agency for the purpose
of providing housing affordable to persons and fesiof low or moderate income,
as defined in the Health and Safety Code, as seécif

c) "Local agency" means a city, including a chartéy,@ounty, or city and county.

d) "Warehouse distribution center" means an estabbkshms defined by the North
American Industry Classification System (NAICS) @atb3110 for General
Warehousing and Storage.

10)Finds and declares that the right of the publibgonformed of subsidies for warehouse
distribution centers approved by their local agesicas described in and added by this bill, is
a matter of statewide concern, and not a munigiffalr, as that term is used in Section 5 of
Article Xl of the California Constitution.
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11)Finds and declares that this bill furthers, wittiie meaning of paragraph (7) of subdivision

(b) of Section 3 of Article | of the California Cstitution, the purposes of that constitutional
section as it relates to the right of public acdestie meetings of local public bodies or the
writings of local public officials and local ageesiand declares, pursuant to paragraph (7)
of subdivision (b) of Section 3 of Article | of ti@@alifornia Constitution, that the Legislature
makes the following findings: This act ensuresghbblic's right of access to information
about the conduct of their government agenciesimgl¢o subsidies for warehouse
distribution centers.

EXISTING LAW :

1)

2)

3)

4)

Requires a local agency, before approving any dyli$100,000 or more, to provide to the
public in written form and on the agency's websftapplicable, all of the following
information:

a) The name and address of all corporations or arsr ditirsiness entities, except for sole
proprietorships, that are the beneficiary of thiessaly, if applicable;

b) The start and end dates and schedule, if applictdrlénhe subsidy;

c) A description of the subsidy, including the estiethtotal amount of the expenditure
of public funds by, or revenue lost to, the loggécy as a result of the subsidy;

d) A statement of the public purposes for the subsidy;
e) Projected tax revenue to the local agency as d i&sine subsidy; and,

f) Estimated number of jobs created by the subsiadkesr down by full-time, part-time,
and temporary positions;

Requires a local agency, before it grants a subsidyrovide public notice and a hearing
regarding the subsidy, as specified.

Requires the information specified in 1), abovagmain available to the public under
existing state and federal law and be posted ofotia agency's website, if applicable,
for the entire term of the subsidy.

Requires a local agency, within the term of thesglypbut not later than five years after the
action granting it, to issue a report for each glypand make it available to the public and
through its website, if applicable. The report tmeentain the information described in 1),
above, and the following information, if applicable

a) The name and address of all corporations or arsr ditirsiness entities, except for sole
proprietorships, that are the beneficiary of thiessaly, if applicable;

b) The start and end dates and schedule for the subsid

c) A description of the subsidy, including the estiethtotal amount of the expenditure
of public funds by, or of revenue lost to, the loagency as a result of the subsidy;



5)

6)
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d) The net tax revenue accruing to the local agen@yrasult of the subsidy; and,

e) The net number of jobs created by the subsidy,dsr@lown by full-time, part-time, and
temporary positions.

Requires the local agency, within the term of thiessdy but no later than five years after the
action granting it, to hold a public hearing to sioler any written or oral comments on the
information contained in the report prepared punst@4), above. For a subsidy with a term
of 10 years or more, the local agency shall hghdialic hearing at the conclusion of each
subsidy that shall contain the information desdatilre4), above, in written form available to
the public, and through its website, if applicable.

Uses the same definitions for "economic developreghsidy” and "local agency" as are
used in this bill.

FISCAL EFFECT : None

COMMENTS:

1)

2)

Author's Statement. According to the author, "AB 2853 seeks to do@al governments
and communities the necessary information to hadetvouse and distribution companies
that receive public subsidies accountable for gobctreation. As online shopping
continues to grow, companies are increasing tharetwouse footprints swelling the demand
for streamlined logistics centers. These warel®ase often placed in communities
desperate for jobs and still recovering from theession. Many of the jobs in these
warehouses are grueling and high-stress. The ilen&ly be enticing but don’t become
available until after a year of employment. Sorhthe jobs are temporary or seasonal,
causing employment opportunities to fluctuate dmdwing families into economic
instability.

"In the Economic Policy Institute's report entitlebhfulfilled Promises,' EPI economist Ben
Zipperer and economic analysts Janelle Jones atedtlihat on average, '"Amazon’s
fulfillment centers are ineffective at providingtijeb growth." Cities are constantly in a race
to the bottom as highlighted by the current biddiags for warehouse distribution centers.

If the jobs and benefits promised do not matemalibe quality of living drops, and the

traffic and air quality worsens, what did the @igin? Was the economic subsidy worth the
tax revenue loss? Is any job a good job or caescito better in elevating their attractiveness
without sacrificing needed tax revenue?"

Background. Local governments engage in a wide variety ohemic development
activities to build their tax bases. In this redpéocal officials use their regulatory powers to
direct spending and tax policies which, in turrluence where, when and how the private
sector invests capital and improves real property.

The Legislature most recently delved into the issildecal government subsidies when it
considered and approved AB 562 (Williams), Chapt), Statutes of 2013. AB 562
established requirements for local agencies to Imefere approving any subsidy and during
the term of such subsidies. In arguing for thk thie author noted, "Each year, local
governments give out billions of dollars in taxentives to corporations in hopes of
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increasing economic growth and drawing jobs forrtresidents...State requirements for
local budgets, annual financial reports, and regalaits allow constituents to review most
of the direct fiscal decisions made by local goweents. However, local economic subsidies
do not receive the same public scrutiny as budmsdsregulatory decisions. Additionally,
local governments rarely track how many jobs aeated and it's impossible to know
whether the jobs would have been created withauaitt. AB 562 seeks to remedy this
shortcoming."

AB 562 succeeded, after several years of failezhgits, in requiring local agencies to gather
and make available to the public — in writing amdtloe agency's website — specified
information about any subsidy of $100,000 or mbreh before the subsidy is approved and
during the life of the subsidy. In addition to lzaslentifying information about each subsidy
and public hearing requirements, AB 562 requiredfttiowing information:

a) The estimated total amount of the expenditure dfipdunds by, or revenue lost to, the
local agency as a result of the subsidy;

b) Projected and actual tax revenue accruing to tbed lngency as a result of the subsidy;
and,

c) Estimated and actual number of jobs created bgubsidy, broken down by full-time,
part-time, and temporary positions.

Subsidies and Warehouse Distribution Centers Since AB 562 was enacted, a number
of news reports and studies have focused on Amdstriibution centers and the subsidies
state and local agencies have granted in an eff@mdnvince Amazon to locate in their
jurisdictions. This followed on the heels of salgrears of controversy surrounding
Amazon's avoidance of sales taxes as a cornerstdhe company's business development
strategy. Among the publications and researclitunss that have reported recently on the
issue of local government subsidies, both genegalt specifically for Amazon, are the
Economic Policy Institute, the Institute for Lo&#lf-Reliance, The Atlantic, the New
Republic, the Fresno Bee, the New York Times, Gamak First, and others.

According to a New York Times article dated Decenmhe?2012, "A Times investigation has
examined and tallied thousands of local incentgrasited nationwide and has found that
states, counties and cities are giving up more #& nbillion each year to companies. The
beneficiaries come from virtually every corner loé torporate world, encompassing oil and
coal conglomerates, technology and entertainmenpeanies, banks and big-box retail
chains. The cost of the awards is certainly fghar. A full accounting, The Times
discovered, is not possible because the incensireegranted by thousands of government
agencies and officials, and many do not know theevaf all their awards. Nor do they
know if the money was worth it because they ranelgk how many jobs are created. Even
where officials do track incentives, they acknovwgedhat it is impossible to know whether
the jobs would have been created without the aid...

"A portrait arises of mayors and governors whodagperate to create jobs, outmatched by
multinational corporations and short on tools t-egheck what companies tell them. Many
of the officials said they feared that companiesianove jobs overseas if they did not get
subsidies in the United States. Over the yearpotations have increasingly exploited that
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fear, creating a high-stakes bazaar where thdggat officials against one another to get the
most lucrative packages. States compete with atlges, cities compete with surrounding
suburbs, and even small towns have entered thenititéhe goal of defeating their
neighbors...Questioned about incentives, officldozens of other large corporations said
they owed it to shareholders to maximize profitéany emphasized that they employ
thousands of Americans who pay taxes and spendymortiee local economy."”

Focusing on subsidies exclusively for Amazon, tobertomic Policy Institute issued a report
on February 1, 2018, which states, "The expansiégmazon’s physical distribution
network has coincided with a strategic business pfanegotiating millions in tax
abatements, credits, exemptions, and infrastruetssestance from state and local
governments in the name of regional economic deweémt. By the end of 2016, Amazon
had likely received over $1 billion in state anddbsubsidies for its facilities, which would
include not only fulfillment centers but 'sortati@enters that only sort packages, mailing
centers, and other facilities. In return for theantives each of the fulfillment centers
receives, Amazon claims to create hundreds ofyatisscompetitive pay and benefits.

"Using tax and other incentives to lure businessestate and local areas is a long-running
economic development strategy pursued by subnatmvarnments. In nearly every state,
businesses can receive a significantly lightertiacden for constructing a sports stadium,
filming a movie, or building a manufacturing asséyriant. The results on whether these
types of community development strategies haves#ipe impact on job creation and
growth is highly debated in popular news outletd among researchers. And as Amazon
has grown, the debate in some cases has spegificallsed on Amazon."

The report found that, "When Amazon opens a nefillfaént center, the host county gains
roughly 30 percent more warehousing and storagehabno new net jobs overall, as the
jobs created in warehousing and storage are lik#$et by job losses in other
industries...State and local governments give awdljoms in tax abatements, credits,
exemptions, and infrastructure assistance to lunazon warehouses but don’t get a
commensurate 'return’ on that investment. Rattgr $pending public resources on an
ineffective strategy to boost local employmentifigrAmazon fulfillment centers), state and
local governments should invest in public servigesticularly in early-childhood education
and infrastructure) that are proven to spur lomgiteconomic development.”

Bill Summary. This bill establishes requirements that locarajes must meet before and
during the term of any subsidy exceeding $100,@00vhrehouse distribution centers. In
addition to the requirements established by AB fa2ll subsidies exceeding $100,000, this
bill requires local agencies to provide the follagiadditional information regarding
subsidies specific to warehouse distribution center

a) Job classifications and wage rates for the estinatel actual number of jobs created by
the subsidy;

b) The estimated and actual number of independentauiots, including contract rates,
funded by the subsidy;

c) The estimated value of benefit packages for edelelgssification created by the
subsidy;
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d) The estimated number of jobs for disadvantaged ersréreated by the subsidy;
e) For each warehouse distribution center that isnet@ary of a subsidy:

i) A description of its outreach, training, and hirplgns, including plans to hire
disadvantaged workers;

i) A description and total value of any state or fatisubsidies applied for, or received
by, the warehouse distribution center;

iii) The amount spent on training, apprenticeship, loerogkills development programs
for employees;

iv) The retention rate of employees broken down bytfoie, part-time, and temporary
positions, and if the turnover rate of employeeseexls 20%; and,

v) The number of employment arbitration agreementsesidpy employees and
independent contractors, if any.

This bill also requires annual reporting and pubkarings regarding subsidies for
warehouse distribution centers, and requires saotecs to provide local agencies with any
information necessary for local agencies to comti the bill's requirements.

This bill is sponsored by the California Labor Fedien.

Proposition 42 Proposition 42 was passed by voters on Jun@13},2and requires all local
governments to comply with the Public Records Axt the Ralph M. Brown Act (Brown
Act) and with any subsequent changes to those Atsposition 42 also eliminated
reimbursement to local agencies for costs of comglwith the Public Records Act and the
Brown Act.

This bill contains language that says that the slagiire finds and declares that the bill
furthers the purpose of the California Constitutasnt relates to the right of public access to
the meetings of local public bodies or the writimg$ocal public officials and local agencies.
Pursuant to paragraph (7) of subdivision (b) oftidac3 of Article | of the Constitution, the
bill also includes a finding that states, "This aasures the public's right of access to
information about the conduct of their governmegdrecies relating to subsidies for
warehouse distribution centers."

Arguments in Support. The California Labor Federation, sponsor of tiik writes,

"A 2015 report by UC Riverside found that warehojodes pay less than a living wage, are
often temporary, and do not provide health carefisn Interviews with workers paint an
even bleaker picture. Workers report that warebgoiss are grueling and dangerous,
contributing to high turnover. Cities are dolingt subsidies, but residents are not
necessarily seeing the benefits from reduced ppweerimproved job quality. Massive
distribution centers may also exert downward pnesen other employers in the area. The
Economist reported that workers in areas where Amaperates earn 10% less than
workers in similar jobs. Another study found thah 10 Amazon workers in Ohio were on
food stamps to supplement their meager wages.
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“When cities engage in a race to the bottom, tlaeSif California loses, as well.
Communities need tools to know what they are ggfion their money and the ability to hold
developers and employers accountable for the guadil number of jobs they promise to
create. AB 2853 is simply a transparency bill, ibwill give local governments and
residents the tools to hold warehousing giants @attadole for the public subsidies they
receive. It will also give cities in a region manéormation so they may collectively bargain
for a warehouse, rather than allowing companigsdio winners and losers — resulting in a
net loss for the state."

7) Arguments in Opposition. None on file.
REGISTERED SUPPORT / OPPOSITION:
Support

California Labor Federation [SPONSOR]

American Federation of State, County and Municialployees
California Conference Board of the Amalgamated $itadnion
California Conference of Machinists

California Environmental Justice Alliance

California Partnership for Working Families

California Teamsters

Center on Policy Initiatives

Central Coast Alliance United for a Sustainableriecoy

East Bay Alliance for a Sustainable Economy

Engineers and Scientists of CA, IFPTE Local 20
International Longshore & Warehouse Union

LAANE A New Economy for All

Los Angeles Alliance for a New Economy

National Employment Law Project

OCCORD Strong Voice for a Fair Economy

Orange County Communities Organized for Respon§lelelopment
Professional and Technical Engineers, IFPTE Lotal 2
UNITE-HERE, AFL-CIO

Utility Workers of America

Warehouse Worker Resource Center

Western States Regional Joint Board

Working Partnerships USA

Worksafe

Opposition
None on file

Analysis Prepared by Angela Mapp /L. GOV. / (916) 319-3958



