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Report to City Council
TO:

Mayor and City Council

FROM:

Mike Lee, Economic Development Director

AGENDA DATE:

July 14, 2015

TITLE:

OPERATING COVENANT AGREEMENT FOR DECKERS
OUTDOOR CORPORATION

RECOMMENDED ACTION
Recommendations: That the City Council:
1.

Conduct a Public Hearing.

2.

Adopt Resolution No. 2015-53. A Resolution of the City Council of the City of
Moreno Valley, California, Accepting the Economic Development Subsidy Report
prepared pursuant to Government Code Section 53083, regarding an Operating
Covenant Agreement by and between the City of Moreno Valley and Deckers
Outdoor Corporation, a Delaware Corporation.

3.

Adopt Resolution No. 2015-54. A Resolution of the City Council of the City of
Moreno Valley, California, Approving the Operating Covenant Agreement
between the City of Moreno Valley and Deckers Outdoor Corporation,
Authorizing the City Manager to execute the Operating Covenant Agreement and
making related findings.

SUMMARY
This report recommends that the City Council convene a Public Hearing and consider
staff recommendations to approve the attached Operating Covenant Agreement for
Deckers Outdoor Corporation.
DISCUSSION
On November 26, 2013, the Moreno Valley City Council approved a Memorandum of
Understanding (MOU) with Deckers Outdoor Corporation (Deckers) regarding the
development and occupancy of the corporation’s primary North American distribution
ID#1572
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center in Moreno Valley. Currently based in Goleta, Deckers Outdoor Corporation is a
leading designer, producer, marketer, and brand manager of innovative, high-quality
footwear, apparel, and accessories. They offer a variety of brands, most notably UGG
Australia, and report international sales in excess of $1.4 billion.
Deckers is constructing a new distribution center within the City at 17791 Perris
Boulevard, the southwest corner of Perris Boulevard and Grove View Road, in the
Moreno Valley Industrial Area. Construction and fixtures for the building are estimated
at $51 million and are projected for completion in two phases. Occupancy of the
794,447 sq. ft. Phase I is currently scheduled for the Fall of 2015. Under Decker’s lease
agreement with Sares Regis, they have a Phase II option to expand an additional
200,000 to 400,000 sq. ft. of new construction, for a total facility size of 1,200,000 sq. ft.
Although there may be additional supportive business activity conducted at the site, the
primary purpose of the facility will be warehousing footwear, apparel, and accessories
for future distribution.
The logistics building in Moreno Valley will serve as Deckers’ primary distribution center,
with Phase I employment on site estimated at 80 full-time employees plus an additional
70 full-time employees at Phase II. Deckers Outdoor is a highly recognized
international company, known for providing cutting edge quality products and for
providing employees with highly competitive pay and benefits, which result in a high
level of employee retention and loyalty.
The new Deckers Outdoor Corporation distribution center with an internet sales office
may generate substantial revenue for the City, while creating new jobs and installing
public improvements that might not otherwise be available to the community for many
years. Direct economic benefits to the City would include the payment of sales,
property, business license gross receipts, and utility taxes, plus indirect economic
benefits would be achieved through local expenditures by employees and corporate
contracts.
Deckers currently generates internet sales but has not designated the City of Moreno
Valley as a point of sale location. To incentivize and memorialize Deckers Outdoor’s
establishment of an internet sales office in Moreno Valley, staff proposes approval of a
resolution (Attachment 1) and execution of the attached Operating Covenant Agreement
(OCA – see Attachment 2) that designates the City of Moreno Valley as a point of sale
location. With such designation, the City would be able to receive new internet sale tax
revenue from Deckers, which would otherwise not have occurred.
The OCA implements the sales tax sharing component of the previously approved
Memorandum of Understanding, providing for covenant payments that are calculated
based upon sales tax generation. The terms of the proposed OCA are reflective of the
MOU, which incentivize Deckers Outdoor to locate an internet sales office within the
City in addition to the distribution center already under construction. The OCA also now
reflects components of the Hire MoVal program, which was recently adopted by the City
Council. Following are the deal points of the Agreement, if the City Council approves it
as proposed:
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1.

The City would cooperate with Deckers to establish an internet sales office within
the City. For the first five (5) years, the City would rebate 60% of the City’s
portion of its local sales tax revenue received as a result of Deckers locating an
internet sales office within the City. For the second five (5) years, the City would
rebate 50% of the City’s portion of its local sales tax revenue from the Deckers
Moreno Valley internet sales office.

2.

If Deckers completes the Company’s Phase II expansion (the construction of
another 200,000 to 400,000 or more sq. ft.) within the initial ten (10) year term,
the Agreement term would be extended to twenty (20) years and the City would
rebate 50% of the City’s portion of its local sales tax revenue from the Deckers
Moreno Valley internet sales office for a third five (5) year period. For the final
five (5) years, the City would rebate 40%.

3.

As a commitment to hire locally, Deckers would agree to employ Moreno Valley
residents to fill at least 30% (24 positions) of its anticipated 80 full-time Phase I
employees (plus 21 Moreno Valley residents as 30% of the 70 additional Phase II
employees). Compliance will be established annually through a statement
signed by a Deckers Outdoor executive under penalty of perjury. If Deckers fails
to meet the 30% commitment, the City would be entitled to recapture a share of
incentive payments. The recovery percentage will be equal to the percentage by
which the Company doesn’t meet the 30% commitment.

4.

The City would utilize resources within the City of Moreno Valley’s Employment
Resource Center to assist Deckers in hiring Moreno Valley residents.

In the current, competitive business attraction environment, cities often utilize incentives
as tools to enhance the desirability of their location and encourage prospective business
tenants to locate there. For example, the City of Ontario recently executed a generous
sales tax rebate to share up to 60% of substantial new sales tax revenues with QVC
Corporation for forty-one years.
Pursuant to Assembly Bill 562 (AB 562), effective January 1, 2014, cities are required to
provide an Economic Development Subsidy report (Attachment 3) and conduct a public
hearing (see the Notice – Attachment 4) prior to adopting a resolution (Attachment 5) to
approve any subsidies in excess of $100,000.
ALTERNATIVES
1.

Conduct the Public Hearing and Adopt the Resolutions approving the Economic
Development Subsidy report and Operating Covenant Agreement as proposed.
This will implement the MOU consistent with the terms included therein. Staff
recommends this alternative.

2.

Decline to conduct the Public Hearing and decline to Adopt the Resolutions
approving the Economic Development Subsidy report and Operating Covenant

Page 3
Packet Pg. 275

E.1

Agreement. This will result in not meeting the terms of the MOU. Staff does not
recommend this alternative.
FISCAL IMPACT
The Agreement is not anticipated to result in any additional costs to the City’s General
Fund. The development of the project will create substantial new revenues to the City’s
General Fund in the form of sales, property, business license gross receipts, and utility
users taxes. Entering into the Agreement ensures that sales, property, utility users, and
other related taxes and City revenues generated by Deckers, will remain in the City for
up to the twenty (20) year contract term.
Considering sales taxes alone, based on the current economic environment, it is
estimated that Deckers will generate over $1.0 million in cumulative new sales tax
revenue to the City during the first ten years of the agreement, and over $2.3 million for
the following ten years. This represents a cumulative City share of sales tax revenue of
an estimated $3.4 million over the OCA’s twenty year term.
Combined with property, business license gross receipts, and utility users tax revenues,
the new Deckers facility is estimated to generate revenue to the City, after the Deckers
share is deducted, of $3.2 million in the first ten years and $8.3 million over the twenty
year OCA term.
These assumptions are based on current economic conditions and will vary as many
variables and factors affect the national and local economy. The data is provided to
demonstrate that the economic benefit of the OCA to the City will be significant in any
event.
NOTIFICATION
Notice of the public hearing was published in the Press Enterprise on July 1, 2015. The
notice was also posted on the City’s website.
PREPARATION OF STAFF REPORT
Prepared By:
Name
Michele Patterson
Title
Economic Development Manager

Department Head Approval:
Name
Mike Lee
Title
Economic Development Director

Reviewed and Concurred By:
Rick Teichert
Chief Financial Officer/City Treasurer

CITY COUNCIL GOALS
Revenue Diversification and Preservation. Develop a variety of City revenue sources
and policies to create a stable revenue base and fiscal policies to support essential City
services, regardless of economic climate.
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Positive Environment. Create a positive environment for the development of Moreno
Valley's future.
ATTACHMENTS
1.
2.
3.
4.
5.

Resolution No. 2015-53 - Deckers Operating Covenant Agreement
Deckers_Executed Moreno Valley Operating Convenant Agreement (dtd 7-1-2015)
Deckers AB 562 Report FINAL
Notice of Public Hearing - Operating Covenant Agreement 071415
Resolution No. 2015-54 - Deckers Economic Development Subsidy

APPROVALS
Budget Officer Approval
City Attorney Approval
City Manager Approval

9 Approved
9 Approved
9 Approved

.
.
.

7/08/15 5:09 PM
7/09/15 8:03 AM
7/09/15 8:30 AM
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RESOLUTION NO. 2015-53
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
MORENO VALLEY, CALIFORNIA, APPROVING THE
OPERATING COVENANT AGREEMENT BETWEEN THE
CITY OF MORENO VALLEY AND DECKERS OUTDOOR
CORPORATION AND MAKING RELATED FINDINGS
WHEREAS, Deckers Outdoor Corporation, a Delaware Corporation and its
affiliates (together, "Deckers"), a retailer of consumer products with worldwide
distribution, has leased for ten (10) years a newly constructed facility of approximately
800,000 square foot to serve as their Phase One distribution center (the “Facility”) within
the City of Moreno Valley, California ("City") at 17791 Perris Boulevard, Moreno Valley,
CA 92551 ("the Property"); and
WHEREAS, Deckers may, at its option, construct and operate a Phase Two
expansion to include additional space of approximate 200,000-400,000 square feet, for
a total of 1,200,000 square feet (the "Project"); and
WHEREAS, the Facility will primarily operate as a warehousing location with
ancillary support, distribution and administrative services from which internet and other
purchase orders will be filled for customers who transact business with either the
Company or its affiliates, where such purchases or products are intended for delivery
within the State of California and elsewhere ("Distribution Center''); and
WHEREAS, Moreno Valley Municipal Code Section 5.02 requires every business within
the city to pay an annual business license fee and a gross receipts tax as set by city
council resolution from time to time; and
WHEREAS, based upon the current intended use of the facility, the City believes
the activity at the warehouse should be classified as a warehouse for purposes of
business license tax assessment; and
WHEREAS, the environmental impacts of the location for this facility were
reviewed in conjunction with the Environmental Impact Report for the VIP Moreno
Valley project that was certified by the City Council on September 25, 2012; and
WHEREAS, the incentives provide in the Operating Covenant Agreement
("Agreement"), a copy of which is attached to this Resolution as Exhibit A, are intended
to ensure Deckers establishes a new warehouse and distribution center within the City;
and
WHEREAS, if the Agreement is approved by the City Council, the start date of
the economic development subsidy will be the date of commencement of operations at
1
Resolution No. 2015-53
Date Adopted: July 14, 2015
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the Facility, which is anticipated to occur on August 1, 2015. The end date will be no
later than 10 years after the start date, on or around July 31, 2025; and
WHEREAS, Deckers may, at its option, construct and operate a Phase Two
expansion to include additional space of approximate 200,000-400,000 square feet, for
a total of 1,200,000 square feet (the "Project"); and
WHEREAS, if Deckers exercises its option to expand its occupancy at the
Facility to include an additional approximate 200,000 – 400,000 square feet and
establishes the Facility as the primary Point of Sale pursuant to the Sales Tax Law for
all sales of the Company's products and those of its affiliates, and for all other products
which are transacted through the Company's or its affiliates' internet website and which
are destined for any location within the State of California, the Agreement period shall
be extended for an additional period of ten (10) years and the extended end date will be
no later than 20 years after the start date, on or around July 31, 2035; and
WHEREAS, The economic development subsidy will be calculated based on
Deckers’ quarterly sales tax revenue and the incentive payments shall be due thirty (30)
days after the quarterly "true up" payment by the State for the preceding quarter.
WHEREAS, The economic development subsidy incentive payment shall be
calculated as follows:
(a)

The City will provide an incentive payment to Deckers equal to sixty (60%)
percent of the City's portion of Sales Tax Revenue received as a
consequence of the Distribution Center being a Point of Sale for the
Company's or its affiliates' California E-Commerce for the first five (5)
years after commencement of operation of the Distribution Center.

(b)

The City will provide an incentive payment to Deckers equal to fifty (50%)
percent of the City's portion of Sales Tax Revenue received as a
consequence of the Distribution Center being a Point of Sale for the
Company's or its affiliates' California E-Commerce for the second five (5)
years after commencement of operation of the Distribution Center.

(c)

In the event that the term of the Agreement is extended to twenty (20)
years based upon the completion of the Deckers' Phase Two expansion
within the initial ten (10) year term, the City will provide an incentive
payment to Deckers equal to fifty (50%) percent of the City's portion of
Sales Tax Revenue received as a consequence of the Distribution Center
being a Point of Sale for Deckers' or its affiliates' California E-Commerce
for the third five (5) years after commencement of operation of the
Distribution Center, and

2
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(d)

The City will provide an incentive payment equal to forty (40%) percent of
Sales Tax Revenue received as a consequence of the Distribution Center
being a Point of Sale for Deckers' or its affiliates' California E-commerce
for the fourth and final five (5) years after commencement of operation of
the Distribution Center.

WHEREAS, Deckers agrees to employ City residents at a rate of at least 30% of
its full-time workforce. Deckers shall meet the local hire requirement annually upon the
anniversary of the date of commencement of operations. Deckers shall provide written
notification of compliance with such requirement signed by an officer of Deckers under
penalty of perjury within thirty (30) days of the reporting date commencing on August 1,
2016. Deckers agrees to maintain such compliance during the period in which the
Agreement is in effect. In the event Deckers fails to satisfy the 30% requirement in a
particular year due to circumstances beyond its control, the City shall provide the
Company with an opportunity to describe an attempt to cure, which can be mutually
approved by both parties. If Deckers fails to provide an attempt to cure within the thirty
(30) day period, the City shall be entitled to a recapture of a pro-rata share of incentive
payments or sales tax sharing payments for that particular year; and
WHEREAS, The City agrees to assist Deckers' human resources staff with
identifying qualified applicants who are residents of the City to support and maintain the
30% hiring requirement during the period in which the Agreement is in effect. The City
will utilize resources within the City of Moreno Valley Employment Resources Center to
assist the Company in the recruitment and fulfillment of its obligation to achieve 30%
local hire requirement; and
WHEREAS, the City has determined that the establishment of the new Deckers
warehouse and distribution center within the City will generate substantial revenue for
the City, create new jobs, and result in community and public improvements that might
not otherwise be available to the community for many years; and
WHEREAS, on July 14, 2015, the City Council of the City of Moreno Valley
conducted a Public Hearing to consider the Agreement and concluded said hearing on
that date; and
WHEREAS, all legal prerequisites to the adoption of this Resolution have
occurred.
NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF MORENO
VALLEY, CALIFORNIA, DOES HEREBY RESOLVE AS FOLLOWS:
SECTION 1. Recitals. The Recitals set forth above are true and correct and are
incorporated into this Resolution by this reference.
3
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SECTION 2. Findings.
(a)

Public Purpose. Entering into this agreement serves a public purpose. As
a result of this Agreement, the development of this facility will assist the
City in the development of its industrial space within Moreno Valley and
will result in additional businesses coming into and through the City that
might not otherwise be exposed to Moreno Valley. This development will
generate substantial revenue for the City, create new jobs, result in
community and public improvements that might not otherwise be available
to the community for many years, and act as a catalyst for other
companies to locate in Moreno Valley. The City believes additional
development and job opportunities will result for the City and its residents.
By bringing a business entity of this size into the community, there will be
approximately 150 new jobs directly created, public and private
improvements made, plus the energy and synergistic effect will likely
stimulate additional growth and job opportunities within the community.
Additionally, Deckers is a good public partner who will improve the City
through civic and community involvement. Based upon these and other
public benefits the City Council finds that the public purposes of the
Agreement outweigh any private benefit to private persons or entities.

SECTION 3. Approve Agreement. The City Council hereby approves the
Operating Covenant Agreement in the form attached to this Resolution as Exhibit A.
The City Council hereby authorizes the City Manager, with the concurrence of the City
Attorney, to execute said Agreement. City Manager is hereby authorized to take any
additional steps necessary to facilitate the intent of this action.
SECTION 4. CEQA Compliance. Pursuant to the California Environmental
Quality Act ("CEQA") (Pub. Res. Code, § 21000 et seq.) and the State CEQA
Guidelines (Cal. Code Regs, tit. 14 § 15000 et seq.), City staff has reviewed the
environmental impacts of the location for this facility in conjunction with the
Environmental Impact Report for the VIP Moreno Valley project that was certified by the
City Council on September 25, 2012.
SECTION 5. Implementation. The City Manager or his or her designee is hereby
authorized and directed to, on behalf of the City, execute any and all documents in
accordance with this Resolution and applicable law.
SECTION 6. Severability. If any provision of this Resolution or the application of
any such provision to any person or circumstance is held invalid, such invalidity shall
not affect other provisions or applications of this Resolution that can be given effect
without the invalid provision or application, and to this end the provisions of this

4
Resolution No. 2015-53
Date Adopted: July 14, 2015

Attachment: Resolution No. 2015-53 - Deckers Operating Covenant Agreement [Revision 1] (1572 : OPERATING COVENANT AGREEMENT FOR

E.1.a

Packet Pg. 281

Resolution are severable. The City declares that it would have adopted this Resolution
irrespective of the invalidity of any particular portion of this Resolution.
SECTION 7. Certification. The City Clerk shall certify to the adoption of this
Resolution.
SECTION 8. Effective Date. This Resolution shall become effective immediately
upon its adoption.
APPROVED AND ADOPTED this 14th day of July, 2015.

Mayor of the City of Moreno Valley

ATTEST:

City Clerk
APPROVED AS TO FORM:

City Attorney
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RESOLUTION JURAT
STATE OF CALIFORNIA

)

COUNTY OF RIVERSIDE

) ss.

CITY OF MORENO VALLEY

)

I, Jane Halstead, City Clerk of the City of Moreno Valley, California, do hereby
certify that Resolution No. 2015-53 was duly and regularly adopted by the City Council
of the City of Moreno Valley at a regular meeting thereof held on the 14th day of July,
2015, by the following vote:
AYES:
NOES:
ABSENT:
ABSTAIN:

__________________________________
CITY CLERK

(SEAL)
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ECONOMIC DEVELOPMENT SUBSIDY REPORT
PURSUANT TO GOVERNMENT CODE SECTION 53083
FOR AN OPERATING COVENANT AGREEMENT
BY AND BETWEEN
CITY OF MORENO VALLEY
AND
DECKERS OUTDOOR CORPORATION
Pursuant to Government Code Section 53083, the City Council of the City of Moreno
Valley must hold a noticed public hearing and, prior to the public hearing, provide all of
the following information in written form and available to the public and through the
City's website, regarding a proposed economic development subsidy to be provided by
the City pursuant to an Operating Covenant Agreement by and between the City of
Moreno Valley and Deckers Outdoor Corporation ("Agreement"). Notice was published
in the local newspaper for a public hearing to be held on July 14, 2015.
The purpose of this report is to provide the information required pursuant to
Government Code Section 53083 in regards to the Agreement. This report shall remain
available to the public and posted on the City's website until the end date of the
economic development subsidy, as further described in number 2 below.
Name and address of business benefitting from the economic development
subsidy:
Deckers Outdoor Corporation
250 Coromar Drive
Goleta, CA 93117
Location of facility:
17791 Perris Boulevard
Moreno Valley, CA 92551
Start and end dates for the subsidy:
If the Agreement is approved by the City Council, the start date of the economic
development subsidy will be at the Commencement of operations. Notwithstanding the
forgoing, the initial ten (10) year term of Sales Tax Revenue sharing between the
Company and the City shall commence on August 1, 2015 and terminate on July 31,
2025. In the event that the term of the Agreement is extended to twenty (20) years
pursuant to section 2.01(a) based upon the completion of the Company’s Phase Two
expansion within the initial ten (10) year term, the termination date will be extended to
July 31, 2035.
The economic development subsidy will be paid quarterly (every 3 months), due thirty
(30) days after the quarterly “true up” payment by the State for the preceding quarter.
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Computation Quarters run from January 1 to March 31, April 1 to June 30, July 1 to
September 30, and October 1 to December 31.
A description of the economic development subsidy:
The subsidy will rebate a portion of the sales tax generated at the facility as follows:
1. The City would rebate 60% of the City’s portion of its local sales tax revenue from an
internet sales office located within the City to the Company for the first five (5) years
of operation, and a 50% rebate for the second five (5) years of operate. The term
would be extended to twenty (20) years based upon the completion of the
Company’s Phase II expansion (the construction of another 200,000 to 400,000 or
more sq. ft.) within the initial ten (10) year term, with a 50% rebate for the third five
(5) years and a 40% rebate for the fourth five (5) years. Based on the City’s
participation in the State’s “triple flip” program, the City’s sales tax portion is 0.75%
of sales.
2. As a commitment to hire locally, Deckers Outdoor Corporation would agree to
employ Moreno Valley residents to fill at least 30% (45 positions) of its anticipated
150 full-time employees. Compliance will be established annually through a
statement signed by a Deckers Outdoor Corporation executive under penalty of
perjury. If Deckers Outdoor Corporation fails to meet the 30% commitment, the City
would be entitled to recapture a share of incentive payments. The recovery
percentage will be equal to the percentage by which Deckers Outdoor Corporation
doesn’t meet the 30% commitment.
Statement of the public purpose of the subsidy:
Deckers Outdoor Corporation is constructing a new distribution center within the City of
Moreno Valley at 17791 Perris Boulevard, the southwest corner of Perris Boulevard and
Grove View Road, in the Moreno Valley Industrial Area. Construction and fixtures for
the building are estimated at $51 million and are projected for completion in two phases.
Occupancy of the 800,000 sq. ft. Phase I is currently scheduled for the Fall of 2015.
Under Deckers Outdoor Corporation’s lease agreement with Sares Regis, they have a
Phase II option to expand an additional 200,000 to 400,000 sq. ft. of new construction,
for a total facility size of 1,200,000 sq. ft. Although there may be additional supportive
business activity conducted at the site, the primary purpose of the facility will be
warehousing footwear, apparel, and accessories for future distribution.
The logistics building in Moreno Valley will serve as Deckers Outdoor Corporation’s
primary distribution center, with Phase One employment on site estimated at 150
employees. The proposed facility will also result in approximately 40 additional
seasonal jobs during peak sales periods. Deckers Outdoor Corporation is a highly
recognized international company, known for providing cutting edge quality products,
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and for providing employees with highly competitive pay and benefits, which result in a
high level of employee retention and loyalty.
Staff has determined that the establishment of the new Deckers Outdoor Corporation
distribution center with an internet sales office may generate substantial revenue for the
City, while creating new jobs and installing public improvements that might not
otherwise be available to the community for many years. Direct economic benefits to
the City would include the payment of sales, property business license, and utility taxes,
plus indirect economic benefits would be achieved through local expenditures by
employees and corporate contracts. Deckers Outdoor Corporation is expected to
generate approximately $100,000 in new annual sales tax revenue (minus the subsidy
to be paid to the Company).
The subsidy is provided to facilitate the location of the facility in the City of Moreno
Valley. The facility will provide substantial benefits to the community including the
creation of new local jobs (150 at the facility and an additional 380 indirectly),
substantial net public revenues to provide expanded services to the community,
expanded operating revenue to the Moreno Valley Utility, and increased economic and
fiscal impact to the State and local community estimated at $800 million using the RIMS
II multiplier.
Projected tax revenue to the City as a result of the subsidy:
The ten year projection of tax revenue (sales tax, property tax, utility tax and business
license gross receipts tax) is $ 3,208,973. The ten year projection of the sales tax share
provided to Deckers Outdoor Corporation is $ 1,198,520.
The twenty year projection of tax revenue is $8,339,128. The twenty year projection of
the sales tax share provided to Deckers Outdoor Corporation is $3,078,168.
Estimated number of jobs created by the economic development subsidy:
The subsidy is anticipated to result in the creation of 80 full time jobs in Phase I,
increasing to a total of 150 if Deckers proceeds with Phase II. An additional 40
seasonal jobs are anticipated during peak season.
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NOTICE OF PUBLIC HEARING

NOTICE IS HEREBY GIVEN THAT, pursuant to Section 53083 of the California
Government Code, the City Council (the “City Council”) of the City of Moreno Valley (the
“City”) will hold a public hearing on July 14, 2015, at 6:00 P.M., at the regular meeting
place of the City Council of the City, located at 14177 Frederick Street, Moreno Valley,
California 92553, regarding an economic development subsidy to Deckers Outdoor
Corporation and approval of an Operating Covenant Agreement between the City of
Moreno Valley and Deckers Outdoor Corporation.
Any interested person may appear at said public hearing to address the City Council of
the City on the foregoing matter.
Dated: July 1, 2015
Jane Halstead, City Clerk, CMC
CITY CLERK OF THE CITY OF MORENO VALLEY

OHS West:261201735.1
40929-938 MKH/MKH
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RESOLUTION NO. 2015-54
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MORENO
VALLEY, CALIFORNIA, ACCEPTING THE ECONOMIC DEVELOPMENT
SUBSIDY REPORT PREPARED PURSUANT TO GOVERNMENT CODE
SECTION 53083 REGARDING AN OPERATING COVENANT
AGREEMENT BY AND BETWEEN THE CITY OF MORENO VALLEY
AND DECKERS OUTDOOR CORPORATION.
WHEREAS, Deckers Outdoor Corporation, a Delaware Corporation and its
affiliates (together, "Deckers"), a retailer of consumer products with worldwide
distribution, has leased for ten (10) years a newly constructed facility of approximately
800,000 square foot to serve as their Phase One distribution center (the “Facility”) within
the City of Moreno Valley, California ("City") at 17791 Perris Boulevard, Moreno Valley,
CA 92551 ("the Property"); and
WHEREAS, Deckers may, at its option, construct and operate a Phase Two
expansion to include additional space of approximate 200,000-400,000 square feet, for
a total of 1,200,000 square feet (the "Project"); and
WHEREAS, the Facility will primarily operate as a warehousing location with
ancillary support, distribution and administrative services from which internet and other
purchase orders will be filled for customers who transact business with either the
Company or its affiliates where such purchases or products are intended for delivery
within the State of California and elsewhere ("Distribution Center''); and
WHEREAS, the City and Deckers desire to enter into an Operating Covenant
Agreement ("Agreement") for an economic development subsidy based on Deckers'
sales tax revenue; and
WHEREAS, on July 14, 2015, the City Council of the City of Moreno Valley
conducted a public hearing to consider the Agreement and concluded said hearing on
that date; and
WHEREAS, if the Agreement is approved by the City Council, the start date of
the economic development subsidy will be the date of commencement of operations at
the Facility, which is anticipated to occur on August 1, 2015. The end date will be no
later than 10 years after the start date, on or around July 31, 2025; and
WHEREAS, if Deckers exercises its option to expand its occupancy at the
Facility to include an additional approximate 200,000 – 400,000 square feet and
establishes the Facility as the primary Point of Sale pursuant to the Sales Tax Law for
all sales of the Company's products and those of its affiliates, and for all other products
which are transacted through the Company's or its affiliates' internet website and which
1
Resolution No. 2015-54
Date Adopted: July 14, 2015
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are destined for any location within the State of California, the Agreement period shall
be extended for an additional period of ten (10) years and the extended end date will be
no later than 20 years after the start date, on or around July 31, 2035; and
WHEREAS, The economic development subsidy will be calculated based on
Deckers’ quarterly sales tax revenue and the incentive payments shall be due thirty (30)
days after the quarterly "true up" payment by the State for the preceding quarter.
WHEREAS, The economic development subsidy incentive payment shall be
calculated as follows:
(a)

The City will provide an incentive payment to Deckers equal to sixty (60%)
percent of the City's portion of Sales Tax Revenue received as a
consequence of the Distribution Center being a Point of Sale for the
Company's or its affiliates' California E-Commerce for the first five (5)
years after commencement of operation of the Distribution Center.

(b)

The City will provide an incentive payment to Deckers equal to fifty (50%)
percent of the City's portion of Sales Tax Revenue received as a
consequence of the Distribution Center being a Point of Sale for the
Company's or its affiliates' California E-Commerce for the second five (5)
years after commencement of operation of the Distribution Center.

(c)

In the event that the term of the Agreement is extended to twenty (20)
years based upon the completion of the Deckers' Phase Two expansion
within the initial ten (10) year term, the City will provide an incentive
payment to Deckers equal to fifty (50%) percent of the City's portion of
Sales Tax Revenue received as a consequence of the Distribution Center
being a Point of Sale for Deckers' or its affiliates' California E-Commerce
for the third five (5) years after commencement of operation of the
Distribution Center, and

(d)

The City will provide an incentive payment equal to forty (40%) percent of
Sales Tax Revenue received as a consequence of the Distribution Center
being a Point of Sale for Deckers' or its affiliates' California E-commerce
for the fourth and final five (5) years after commencement of operation of
the Distribution Center.

WHEREAS, Deckers agrees to employ City residents at a rate of at least 30% of
its full-time workforce. Deckers shall meet the local hire requirement annually upon the
anniversary of the date of commencement of operations. Deckers shall provide written
notification of compliance with such requirement signed by an officer of Deckers under
penalty of perjury within thirty (30) days of the reporting date commencing on August 1,
2016. Deckers agrees to maintain such compliance during the period in which the
2
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Agreement is in effect. In the event Deckers fails to satisfy the 30% requirement in a
particular year due to circumstances beyond its control, the City shall provide the
Company with an opportunity to describe an attempt to cure, which can be mutually
approved by both parties. If Deckers fails to provide an attempt to cure within the thirty
(30) day period, the City shall be entitled to a recapture of a pro-rata share of incentive
payments or sales tax sharing payments for that particular year; and
WHEREAS, The City agrees to assist Deckers' human resources staff with
identifying qualified applicants who are residents of the City to support and maintain the
30% hiring requirement during the period in which the Agreement is in effect. The City
will utilize resources within the City of Moreno Valley Employment Resources Center to
assist the Company in the recruitment and fulfillment of its obligation to achieve 30%
local hire requirement; and
WHEREAS, based on information provided by City staff, and other such written
and oral evidence as presented to the City, the City finds and determines that the
economic development subsidy to Deckers pursuant to the Agreement is reasonably
related to a legitimate governmental purpose in that the Agreement will ensure that the
Deckers sales tax revenues remain in the City over the ten (10) years, or twenty (20)
years if extended. The City further finds and determines that the establishment of the
new Deckers warehouse and distribution center within the City will generate substantial
revenue for the City, create new jobs, and result in community and public improvements
that might not otherwise be available to the community for many years; and
WHEREAS, in accordance with Government Code Section 53083, the City
provided certain information in written form to the public and on its website, a copy of
which is attached hereto as Exhibit A and incorporated herein by this reference, and
held a noticed public hearing on July 14, 2015 to consider all written and oral comments
on the Economic Development Subsidy Report; and
WHEREAS, all other legal prerequisites to the adoption of this Resolution have
occurred.
NOW, THEREFORE, IT IS HEREBY FOUND, DETERMINED, AND RESOLVED,
by the City Council of the City of Moreno Valley, as follows:
SECTION 1. Incorporation of Recitals. The foregoing recitals are true and
correct, and are incorporated herein and made an operative part of this Resolution.
SECTION 2. Findings. The City Council additionally finds and determines that
(a) There are identifiable public purposes fulfilled by the Operating Covenant
Agreement, as set forth in the Recitals, that outweigh the benefit to private
persons; and
3
Resolution No. 2015-54
Date Adopted: July 14, 2015

Attachment: Resolution No. 2015-54 - Deckers Economic Development Subsidy [Revision 1] (1572 : OPERATING COVENANT AGREEMENT FOR

E.1.e

Packet Pg. 303

(b) The findings set forth in this Resolution are based upon substantial written
and oral evidence presented to the City Council.
SECTION 3. CEQA. Pursuant to the California Environmental Quality Act
("CEQA") (Pub. Res. Code, § 21000 et seq.) and the State CEQA Guidelines (Cal.
Code Regs, tit. 14 § 15000 et seq.), City staff has reviewed the environmental impacts
of the location for this facility in conjunction with the Environmental Impact Report for
the VIP Moreno Valley project that was certified by the City Council on September 25,
2012.
SECTION 4. Acceptance of Economic Development Subsidy Report. The City
Council finds and determines that this Economic Development Subsidy Report is in
compliance with applicable law and specifically Government Code Section 53083.
SECTION 5. Severability. If any provision of this Resolution is held invalid, the
remainder of this Resolution shall not be affected by such invalidity, and the provisions
of this Resolution are severable.
SECTION 6. Effective Date. This Resolution shall become effective immediately
upon its adoption.
The City Clerk of the City of Moreno Valley shall certify as to the adoption of this
Resolution.
APPROVED, AND ADOPTED this 14th DAY OF July, 2015.

Mayor of the City of Moreno Valley
ATTEST:

City Clerk
APPROVED AS TO FORM:

City Attorney
4
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RESOLUTION JURAT
STATE OF CALIFORNIA

)

COUNTY OF RIVERSIDE

) ss.

CITY OF MORENO VALLEY

)

I, Jane Halstead, City Clerk of the City of Moreno Valley, California, do hereby
certify that Resolution No. 2015-54 was duly and regularly adopted by the City Council
of the City of Moreno Valley at a regular meeting thereof held on the 14th day of July,
2015, by the following vote:
AYES:
NOES:
ABSENT:
ABSTAIN:

__________________________________
CITY CLERK

(SEAL)
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