
 

1107 9th Street, Suite 501  Sacramento, CA 95814  Phone: 916-538-6091 

 

April 12, 2016 

Ms. Amy Million 

City Planner 

The City of Benicia 

250 East L Street 

Benicia, CA 94510 

Email: amillion@ci.benicia.ca.us 

 

Dear Ms. Million: 

Thank you for the opportunity to address follow up questions from the City Council regarding our 

May 2014 report regarding the fiscal and economic impact of Valero on Benicia and the greater 

San Francisco Bay Area. In total we received seven questions from Council members; the 

questions and our responses are as follows: 

Question 1: Explanation of the multiplier for 1,000 indirect jobs referred to in Andrew 
Chang report (TC) 

 
Response: In our report we state, “We estimate that construction will directly and indirectly 

create over 1,000 jobs in 2014.”1 We further provide the following graphic that details our 

statement: 

Figure 5.1 

Jobs Generated by Crude-by-Rail Construction2 

                                                           
1
 Andrew Chang & Company, LLC, Valero’s Economic and Revenue Impacts on the City of Benicia & the 

San Francisco Bay Area, Sacramento, May 2014, p. 32. 
2
 Ibid, p. 33. 



 

 

 

Jobs created by the Crude-by-Rail construction are estimated using generally accepted 
methodologies pertaining to economic multipliers. The jobs estimate generated from direct and 
indirect economic activity for the San Francisco Bay Area is derived by factoring Valero’s 
estimate of new construction costs3 with regional economic multipliers derived from the U.S. 
Bureau of Economic Analysis (US BEA) for the San Francisco Bay Area.4 We derive a multiplier 
for Benicia to estimate the direct and indirect jobs created in Benicia as a result of the cash 
infusion from construction, yielding approximately 100 jobs. 5. 
  
Question 2: Explanation of the $2 million in one-time sales tax (TC) 
 
Response: In our report, we state, “[The Crude-by-Rail project] could produce as much as $2 

million in one-time sales tax revenue for the City.”6 That statement is based on our estimate that 

Benicia would obtain between $1.4 million and $1.9 million in additional sales tax revenue as a 

result of direct and indirect economic activity caused by new spending from the proposed 

Crude-by-Rail project during the construction period. We measure the total impact of $55 million 

in new spending from the project as it ripples through the economy using economic multiplier 

data derived from the U.S. Bureau of Economic Analysis (US BEA) for the San Francisco Bay 

Area.7 The tax revenue generated breaks down into two categories: 

1. Direct Valero taxable spending. Based on material cost estimates8 provided by Valero 

for the project and the current statutory tax rate,9 we estimate that sales tax revenue 

from direct sales will exceed roughly $400,000 (without the passage of Measure C in 

2014, the direct sales tax revenue generated would have been approximately $200,000).

                                                           
3
 Valero estimates that the Crude-by-Rail project will require a $55 million investment in construction and 

related costs. 
4
 U.S. Bureau of Economic Analysis, Regional Multipliers. Series: 2010 U.S. Annual I-O Data and 2010 

Regional Data. Regions: (1) 9 County Bay Area (Type II); (2) Solano/Contra Costa (Type II); and (3) 
Solano (Type II). 
5
 It should be noted that this is consistent with Valero historical spend within the City of Benicia compared 

to other regions of the Bay Area. Based on Valero data, nearly 20 percent of Valero employees reside in 
Benicia. It is estimated that between 10 and 20 percent of construction contractors would be from Benicia. 
6
 Andrew Chang & Company, LLC, loc. cit. 

7
 U.S. Bureau of Economic Analysis, Regional Multipliers. Series: 2010 U.S. Annual I-O Data and 2010 

Regional Data. Regions: (1) 9 County Bay Area (Type II); (2) Solano/Contra Costa (Type II); and (3) 
Solano (Type II). 
8
 Valero estimates that the Crude-by-Rail project will require a $21 million investment in construction 

material costs. 
9
 With the passage of Measure C in 2014, the statutory sales tax rate was increased to 2 percent. 



 

 

 

2. Taxable spending resulting from indirect economic activity. Indirect economic 

activity as a result of the total construction spending would lead to additional sales tax 

revenue ranging between $1.0 million and $1.5 million. The indirect economic activity is 

derived by factoring the total new construction spend with output based economic 

multipliers, adjusted for historical distribution, and the output based effective tax rate for 

the City. Our output multipliers assume that beyond the direct dollars spent on the 

Crude-by-Rail project, each dollar would ripple through the Benicia economy between 

0.5 and 1.3 times more. Our output based effective tax rate for the city of Benicia was 

1.08 percent.10
 

These two factors result in a total of $1.4 million to $1.9 million in one-time sales tax revenue. 
 

Question 3: What does this $55 million valuation for the project actually mean to the City 
is terms of sales tax, property tax, etc. What is a solid number? (EP) 
 
Response: The $55 million capital infusion will produce benefits in four ways: 
 

1. Increased property tax. In most circumstances, the entirety of the $55 million could 
be valued as the capital improvement to the facility in gross. However, the County 
Assessor’s Office will make the final determination. An added assessed value of $55 
million will increase the annual property tax payments made by Valero by 
approximately $175,000. 

2. Direct sales tax. The sales of construction materials for the project could lead to 
additional sales tax revenues of $400,000. 

3. One-time indirect sales tax. The sales tax resulting from the economic activity 
created by the new construction will produce between $1.0 million and $1.5 million in 
additional sales taxes as described in our response to Question 2. 

4. Ongoing indirect sales tax. The sales tax resulting from the ongoing economic 
activity created and maintained by operation expenditures of the project could yield 
between $120,000 and $200,000 in ongoing sales tax revenues for the City. 

Question 4: Of the $55 million project valuation – how much is considered real property 
for the purpose of valuation? (AS) 
 
Response: In most circumstances, the entirety of the $55 million could be valued as capital 
improvement to the facility in gross. However, the County Assessor’s Office will make the final 
determination. An added assessed value of $55 million will increase the annual property tax 
paid by Valero (1% of new assessed value) with the portion returned to Benicia  approximately 
$175,000.  
 
Question 5: Solano County sales tax is 7.625% - City of Benicia sales tax is 8.625%: 
which figure was used in the economic and sales tax report? (AS) 
 
Response: Our estimates are based on the portion of sales tax that is actually received by the 
City. With the passage of Measure C in 2014, the statutory sales tax rate that is attributable to 
the City was increased to two percent.

                                                           
10

 Prior to the passage of Measure C in 2014, Benicia’s 0.54% output based effective tax rate was 0.54%. 
We estimate the post Measure C effective tax rate to double to 1.08%.  



 

 

 

Question 6: Does the project result in ongoing sales tax? (AS) 
 
Response: Yes, we estimate that the additional operational expenditures resulting from the 
project could yield between $120,000 and $200,000 in ongoing sales tax revenues for the City.  
In addition, we estimate that the capital improvements to the facility will increase the assessed 
value of the property by $55 million and provide an additional $175,000 in additional property 
tax to the City during its first year of operations. 
 
Question 7: $200,000 sales tax figure is an indirect sales tax Secondary economic impact 
(CS) 
 
Response: Yes, we estimate that the additional operational expenditures resulting from the 
project could yield between $120,000 and $200,000 in ongoing sales tax revenues for the City 
as it ripples through the Benicia and Bay Area economies. 

 
Again, thank you very much for the opportunity to address questions about our report. Should 

you have any additional questions or comments, please feel free to contact me at 916-538-6091 

or at andrew.chang@AChangLLC.com. 

Sincerely, 

 
Andrew Chang 

Managing Partner 


