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SACRAMENTO 
HOUSING AND REDEVELOPMENT 

AGENCY 

February 7, 1985 

Participating Members, Sacramento County Board of Supervisors 
Planning and Community Development Committee (Sacramento City 

Council 
Economic Development Committee (Sacramento Housing and Redeve-

lopment Commission) 

Honorable Members in Session: 

SUBJECT: Report Back from Meeting of November 28th Regarding 
Agency Commercial Loan Programs and Loan Processing 
Structure 

SUMMARY 

This report recommends several significant modifications to the 
City and County commercial rehabilitation and direct commercial 
loan guidelines, and presents several options for the geographi-
cal targeting of the program, for the administrative processinc 
of those loans and for the leveraging of additional resources 
into the program. 

BACKGROUND 

I. Introduction  

Beginning in 1978, the County, and later the city, elected to - 
devote a portion of their Community Development Block Grant fund-
ing to commercial revitalization - activ-ities. -- The proportion of 
funds devoted to this effort has remained proportionately small, 
in keeping with the traditional 'residential'orientation of the 
program. 

Nevertheless, the commercial program has grown to the point where 
almost $1 million annually is devoted in combined City/County 
funding. Additionally, within the City, there is growing inter-
est in devoting tax increment funding to economic development 
'programs similar to those funded under CDBG, with the potential 
that significant additional resources might be devoted to the 
program. 
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In the context of this report, it is important to note that we 
are not speaking of the large, singularly significant commercial 
redevelopment projects such as the Hyatt Hotel, the "Docks", or 
the Capitol Bank of Commerce. These must be individually negoti-
ated and structured. Rather, we are speaking of the smaller new 
construction or rehabilitation jobs typical of our commercial 
strip areas. It is in this arena that we would like,to develop 
simple, effective, standardized loan programs which meet the 
needs identified, provide for ease of processing, and for a quick 
definitive underwriting decision. 

It is also important to note that, as a .CDBG funded activity, the 
program must meet one of the primary objectives of that program. 
This means that it must be devoted to either the prevention or 
elimination of slums and blight (pursuant to an adopted strategy) 
or principally benefit low- or moderate-income persons (e.g., 
through job creation or the provision of services to that group). 

Based on our experiences to date in the program, as well as tes-
timony and concern expressed by our strip coordinators and busi-
ness persons located along our identified commercial.strips, it 
has been determined that some modifications to our existing 
gram are appropriate at this time in the interest of making it 
more accessible to small businesses and a better fit with identi-
fied needs. 

II. Current Operations  

Before presenting any options or recommendations on modifications 
to the existing loan structure or loan processing System, howev-
er, it might be useful to-once again summarize our current pro-

. crams and administrative situation. 

A. Loan Structure - Current Situation  

Since 1979, we have developed and offered two standardized 
loan programs in our commercial strip revitalization areas. 
In addition, since June of 1984, a third program for facade 
improvements has also been adopted. 

1. The Facade Rebate Program. 	This program matches, on a 
dollar-for-dollar basis, City/County grant funds with pri- 
vate funds from the business person/owner for the improve- • 
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ment of the building facade and/or other portions of the 
property visible to the street. The maximum grant amount 
is $5,000 per storefront. 

2. The Commercial Rehabilitation Loan Program. 	Through an 
agreement with Crocker Bank (we are . about to change to 
First Interstate), the City/County "writes-down" or subsi-
dizes the interest rate on commercial rehabilitation loans 
6 3/4 percent below the prevailing market rate for similar 
loans. 	The loans are for amounts up to $100,000, which 
would cost the City/County roughly $30,000 in subsidy on a 
15 year loan. Bank underwriting standards are applied and 
the bank retains absolute control of whether or not a loan 
is funded. 

3. The Direct Loan Program. Under this program, direct loans 
for rehabilitation over $100,000 and/or new construction 
are available up to $200,000. 	The loans are made at a 
flexible interest rate, up to a maximum of nine percent. 
This program carries with it a 3:1 (private:public) lever-
aging ratio and a requirement that one new job be created 
for each $10,000 in public funds expended. 

• 

To date, the following loans/grants have been made: 

Loans/grants 
	

Total 	Public 
Made 	 Project 	Subsidy 

	

Costs 	Injected 

Facade Grants 	3* 	$ 	16,418 	S 	8,209 

- Rehab Loans 	in • J.,.. 	 569,605 	143,897 

Direct .Loans . 	_17 	.3,774,870 	, 1,248,759 

*31 applications have been received. 
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B. Geographical Targeting - Current Situation  

The CDBG loan/grant programs are currently being offered in 
six commercial strip areas: 

Auburn Blvd. (Walnut Drive to the County line) 

Watt Avenue (Karl Drive to between McClellan and Wings Way 

Main Street, Isleton 

Stockton Blvd. (Broadway to Fruitridge Road) 

Del Paso Blvd, (Highway 160 to Evergreen) 

12th Street (Railroad Underpass to G Street) 

Additionally, loans/grants will be offered along Franklin 
Boulevard (from Sutterville to Fruitridge) as Soon as the 
improvement plan currently under preparation, is completed. 

In addition, the program, using tax increment -funds, 	is 
offered along Broadway and 35th Street in Oak Park. 

Active consideration is also being- given to extending the 
program to the following areas: 

Meadowview Road/24th Street (CDBG) 

Elk- Grove Boulevard (CDBG) 

Old Florin Town (CDBG) 

Marysville Boulevard (Del Paso - Tax Increments) 

Walnut Grove (CDBG) 

Downtown - J/K Streets (Downtown Tax Increments) 

Preliminary talks have also begun with merchants along 
Street in Rio Linda. 

Ideally, in each area selected, we have tried to provide a 
market analysis, physical improvement plan and rehabilitation 

• 
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design guidelines prior to making loan funds available:* 
Additionally, over the past year, we have begun providing 
staff assistance, in the form of contract "strip coordina-
tors", to help the business persons along each of the strips 
organize and develop their own improvement strategy and to 
assist them with loan/grant application and processing. 
During 1984, we had coordinators on Watt Avenue, Auburn 
Boulevard, Del Paso Boulevard, Stockton Boulevard, and 
Franklin Boulevard. (The PAC staff has been attempting to 
market the program along 12th Street, and Isleton has had its 
own redevelopment consultant.) 

C. Loan Processing/Leveraging - Current Situation  

With respect to the existing procedures for loan processing, 
the facade grants are being processed by in-house Agency per-
sonnel. The underwriting decision on rehabilitation loans 
continues to be a bank responsibility. The direct loans have 
been processed, reviewed and approved/denied by Agency staff. 
We have relied on the coordinators to bring in all loan/grant 
applications. Where possible, Agency funds are combined with 
private and/or other governmental programs (e.g., Small Busi-
ness Administration) in a total loan package. 

III. Short Term Plans  

In 1985, we envision continuation of the program along Del Paso 
Boulevard, 12th Street, Broadway, Stockton Boulevard, Franklin 
Boulevard, and Main Street, Isleton. Additionally, the program 
will probably expand to Marysville Boulevard, J/K Streets, and 
Meadowview Road/24th Street, and .potentially to Elk Grove Boule-
Boulevard, M Str.get_in_Rio_Linda, and Walnut, Grove, depending on 
the culmination of planning efforts ourr.entiv underway in those 
areas. (The new County areas are .being closely scrutinized to 
determine whether they are eligible target areas under recently 

*Not each area has each component mentioned. • 
(5) 
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revised federal CDBG economic development criteria. Due to these 
changes, although there may be interest for designation in some 
of these new areas, restrictions placed upon the program may not 
allow designation.) 

We are simultaneously recommending, as planned, termination of 
the program along Watt Avenue and Auburn Boulevard. The reasons 
for this are as follows: 

A. Watt Avenue is our longest standing commercial target area. 
We have now made a total of ten loans in that area and have 
also provided $187,500 Economic Development Administration 
grant for capital improvements there. Additionally, a Special 
Planning Area ordinance has been adopted for the area and 
significant private investment has occurred. In our opinion, 
the time has come to devote our limited resources , elsewhere. 
There are two, or perhaps three remaining loans which should 
be processed there, however, to close out the project. 

B. Along Auburn Boulevard, the most significant remaining task is 
the installation of street frontage improvements (landscaoinc, 
etc.). The coordinator for that area has determined that 
there is little support for formation of an ases:;ment dis-
trict to finance these improvements either in whole or in 
part. Given this lack of support, and the overall improvement 
in the economic vitality of that area anyway, we believe that 
a close-out is appropriate. 

(Attachment 1 contains the 1984 -work program for each of these 
areas and a status report on each.) 

• 
IV. Problems with the Existing System  

 

 

Loan Structure 

  

 

At the November 28th meeting, testimony was received that 
certain aspects of the existing loan programs were not well 
suited to meeting the commercial .  development needs along our 
targeted commercial strips. The problems identified revolved 
primarily around getting 'bank participation in very small 
commercial development loans (less than $50,000) and bank 
underwriting procedures, especially when the applicants had 
businesses in troubled areas, or were tenants, as opposed to. 
owners. - • 
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Some comment was also received regarding the need for working 
Capital loans, in addition to real estate related loans. 

B. Geographical Targeting  

Substantial testimony was received from Meadowview residents 
that their area deserved increased attention. Staff indicat-
ed that $10,000 had been allocated for a commercial market 
study in the area and that a loan for a market at the corner 
of Meadowview Road and 24th Street was being actively consid-
ered (despite the fact that no commercial improvement plan 
has been adopted for the area). Additionally, it was noted 
that a strip coordinator for Meadowview would be hired in 
1985, but that the retention of the coordinator would have to 
be tied to the resolution of the conditions of approval of 
the Delta Shores Planned Unit Development. It was likely 
that the Meadowview coordinator would have to be more 
involved in job training than commercial revitalization since 
there is, in fact, so little commercial area there. 

With respect to the overall issue of geographic targeting, 
staff reminded the committee about the overall need to meet 
CDBG criteria (e.g., Elk Grove will have this problem) and 
cautioned about the over-designation of areas, given limited 
resources. In that vein, the continuing need to aggressively 
leverage private and other governmental resources was men-
tioned as well. 

C. Loan Processing and Leveraging  

Staff was particularly concerned about these aspects of the 
program for several reasons: 

1.. Loan. .application, review has been a continuing and time 
consuming problem area for us. We do not have an experi-
enced commercial loan review staff and have had to. rely on 
outside consultants to help us in the review of the tech-
nical merits of several applications. We have been work-
ing to develop our skills in this area and have ,recently 
completed a training program in project review and under-
writing .criteria. (Our discussions with the National 
Association of Housing and Redevelopment Officials indi-
cates that this is not an unusual situation for community 
development agencies to be in and that, in fact, we may be 

(7) 
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ahead of many jurisdictions in this regard.) 	Neverthe- 
less, we are the first to admit our own weaknesses in this 
area. Frankly, we would like to spend more time working 
with the coordinators and bUsiness associations in devel-
oping and implementing plans and improvement strategies 
for the various strip areas, and less time debating the 
merits of individual loan applications. 

2. Agency staff is in a poor position to say no. Despite the 
lack of technical merit, variance with program guidelines, 
or conflict with CDBG goals, we routinely experience con-
siderable political pressure -  to fund this, or that loan. 
This is particularly difficult for us because a few loan 
applications have absolutely no merit or no relationship 
to established goals and their qualities in that regard 
can always be argued. The problem comes in when, given 
scarce resources, all loans may not be funded and a prior-
itization decision must be made, or when established 
guidelines and/or federal regulations are being severely 
tested. 	While political concerns may be important, and 
perhaps should prevail in certain instances, we do not 
feel that the existing situation is in the best; long run 
interests of the program. We would much prefer sbme kind 
of arms-length review process, with an "overt" appeal 
process to political channels, where the political deci-
sion to override technical grounds for deniaLis stated 
and open to public criticism. 

3. Leveraging has occurred, but has been haphazard at best. 
Given declining public resources and an expanding number 
of targeted areas, this element becomes more and more 
critical. 	We believe that an effective leveraging effort 
will require a "full time - dedicated" staff willing and 
able to devote the effort and resources required to our 
primary client-group (the small "strip" business person in 
troubled commercial areas). 

We wish to make clear that this comment is not meant in 
any sense as a criticism of the efforts of Existing small 
business assistance organizations operating in Sacramento. 
We are very glad that they are here, . interested in our 
program, and willing to help. 

• 
(8) 
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What we do wish to state, however, is that there is a 
necessity for a dedicated loan staff which can assist our  
targeted client group full-time in packaging their propos-
als and applying for Agency funds as well as arranging for  
other financial resources to be brought to bear. Ideally, 
this should include professional assistance in applying 
for bank funds and the ability to access Small Business 
Administration, state and other governmental business 
support assistance. This would imply that the staff be 
part of a Local, or preferably a Certified Development 
Corporation. It also implies that the corporation itself 
should be dedicated to the specific goals, with adequate 
assurances to that effect built into the board of direc-
tors and corporate membership. The staff should also be 
able to access or provide other forms of technical assis-
tance as well. 

1111 	V. Program Alternatives  
A. Loan Structure Alternatives  

On December 12th, and again on January 23rd, Agency staff net 
with the strip coordinators to go over potential modifica-
tions to the existing loan programs. Emphasis was placed on 
modifying the programs to make them more serviceable to the 
client group. 

The following recommendations came out of those meetings: 

1. Facade Rebates - This program was recommended to stay in 
its existing form with the exception of including parking 
lot improvements, sidewalks, curbs and gutters as eligible 
activities. 	(See attached guidelines, Attachment 2). 

2. Commercial Rehabilitation - Change this to a flat six 
percent interest rate program and increase .the loan maxi-
mum to $200,000. 	This would make the program easy to 
understand and market, and much more appealing to prospec-
tive users. 	(However, it would also be more expensive to 
the City/County.. For example, given a 15 percent market 
rate, a 15 year, $100,000 rehabilitation loan would cost 
the City/County $30,634 under the existing program, but 
would cost $39,707 under the six percent program.) Loans 

(9) 
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would be made for structural rehabilitation and real prop-
erty improvements, in designated commercial strip areas, 
as under the existing program. (Proposed guidelines are 
attached, see.Attachment 3.) 

3. Direct Loans - This program should also be changed to a 
flat loan rate (nine percent is recommended). For owner 
occupants (or future owner occupants), however, the lever-
aging requirements should be modified to allow direct 
loans of up to $50,000 with no leveraging, with only a one 
for one match after that. The maximum loan amount should 
remain at $200,000, thus requiring greater leverage for 
the bigger deals. Maximum loan term should be 15 years. 
All loans will be made at a nine percent fully amortized 
rate, however, a portion of the payments may be deferred 
down to an "apparent' three percent fully amortized rate. 

Priorities will be established within the progtam as fol-
lows: 

1: Rehabilitation of owner-occupied structures which have 
been rejected by the bank under the commercial rehabil-
itation program; 

2: New construction of (to be) owner-occupied structures; 

3: Purchase with rehabilitation (rehabilitation expenses 
must constitute a minimum of 20 percent of the loan 
proceeds) of (to be) owner-occupied structures; 

4: New construction of (to be) non owner-occupied struc-
tures. 	(These Priority 4 loans which will not be made 
until after July 1st of each year, will recuire a 3:1 
leverage for the entire loan amount, a . preleasing com-
mitment of 75 percent of the floor space at the time of 
loan approval, a complete hiring plan, a maximum term 
of ten years, and a 9 percent interest rate, fully 
amortized with no deferral option.) 

With respect to job creation, the absolute 1:$10,000 ratio 
should be substituted as a goal .  versus a , mandatory 
requirement. In addition, a hiring plan should continue 
to be a requirement for each loan and become part of the 
loan agreement. Job retention should also be given meri- 

_ torious consideration. 
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Funds should be made available for construction, as well 
as take-out financing. (Proposed guidelines are attached 
- see Attachment 4.) 

4. Working Capital Loans - There was general consensus that 
the Agency, given its limited resources, should stay out 
of this arena.. Technical assistance in establishing a 
line of credit for this purpose should be a goal of the 
program, however. 

B. Geographical Targeting Alternatives  

For 1985, the matrix on the following page identifies our 
recommendations for Activities on the various commercial 
strips. We will also be surveying the County for other 
potential areas. • 



X X 

X X 

X X 

X X** 

X X** 

X X 

X X 

X X 

X X 

X X 

X X 

X X** 

X X** 

Very preliminary discussion 
stages. 
Project underway now - 
loans/grants pending. 
Initiation pending redevelop-
ment plan. 
Needs some re-thinking and 
added impetus. 
Initiation pending redevelop-
ment plan. 
Coordinator retained - 
project underway. 
Project underway - 
loans/grants pending. 
Project underway - 
initiate loans/grants. 
Coordinate with Delta Shores 
Planned Unit Development - 
Complete market analysis. 

Complete study. 
Analyze eligibility for 
CDBG designation. 
Businesses have requested 
designation - study needed. 
Project underway - 
loans/grants pending. 

LOANS/GRANTS 

MATRIX  1

•  
COORDINATOR SERVICES 	 (NI 

Under Discon- 	 Under Discon- 
Continue Initiate Study tinue Continue Initiate Study tinue 	Corrunents 

Area improved - no interest 
Auburn Blvd. 	 X 	 X 	in assessment district.  

Area improved - two/three 
Watt Avenue 	 X* 	 X 	closeout loans possible. 

M St., Rio Linda 

Del Paso Blvd. 

Marysville Blvd. 

12th Street 

J/K Streets 

Broadway 

Stockton Blvd. 

Franklin Blvd. 

Meadowview Rd./ 
24th Street 

Old Florin Town 

Elk Grove Blvd. 

Walnut Grove 

Main St:, Isleton 

*Two potential loans pending. 

**Currently being, or planned to be, handled in-house. 
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C. Loan Processing and Leveraging Alternatives  

In our discussions of November 28th, several alternative loan 
processing options were discussed. All options addressed the 
three concerns of: 

1. "Time - dedicated" expertise 

2. Arms length review 

3. 'Leveraging capability 

The joint panel requested that two options* be outlined in 
greater detail. Those were: 

1. Establishment of an in-house loan staff and an in-house 
development corporation with leveraging capability. • 2. Establishment of an external loan staff, development 
corporation and leveraging capability totally dedicated 
to business assistance on our commercial strip areas. 
(The status quo has also been included as a third 
option.) 

Under either optibn one or two, it is staff's opinion that a 
board of directors or advisory body should be set up, which 
is made up of representatives from each of the affected 
geographical areas. This would ensure continued attention to 
their needs. Secondly, under either structure, an 
underwriting decision process should be set up which relies 
on professional, technical review by loan staff but which has 
an , established procedure for an overt appeal to the. political 
process. Finally, whatever entity is established should have 
the capability to access _ the .full _range of governmental, 
business assistance programs. 

*Note: 	Last May, the City Council wrote to the Small Busi- 
ness Administration asking them to hold off on any approvals of a 
new Certified Development Corporation in Sacramento pending adop-
tion of our proposal (see Attachment 6). • 

(13) 
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With these general parameters in mind, we would like to out-
line the options in greater detail. 

Loan Processing Option 1 - Establish an in-house loan review,  
underwriting and leveraging capability.  

This option has been chosen by some other jurisdictions 
(e.g., City of San Francisco, County of Fresno). 

Basically, under, this option, an in-house staff serves as 
staff to a Local, Certified, or other Development Corporation 
which has a board of directors and membership chosen from 
among the interested client group and other relevant areas of 
expertise. 

In Sacramento, we would see such an option working as foi-
lows: 

1. Board members for the corporation would be chosen by the 
Board of Supervisors/City Council from amongst representa-
tives of the businesses on the various commercial strips 
targeted, to ensure continued attention to the needs of 

businesses located there. Also represented would be bank-
ers, members of the SHRC and members of the Board of 
Supervisors/City Council, or their designees. 

2. The corporation would be incorporated with application as 
a Local, or preferably, as a .Certified Development Corpo-
ration, able to access both private and other governmental 
funding sources. 

3. Professional loan staff would be hired, as-Agency employ-
ees, to assist the strip businesses. Ideally, a qualified 
loan officer, assistant and secretary wouid . be'hired (see 
'Attachment 5 - Budget). The staff would be entrusted to 
judge applications for the Agency funded loans from a 

• technical as well as a programmatic perspective. 	The 
strip coordinators would be responsible for bringing cli- 
•ents in. Existing Agency staff would be charged with 
developing 'strip improvement plans and strategies, working 
with the strip coordinators, analyzing market potential, 
pursuing external grants, and reviewing other City/County 
areas. 

• 

(14) 
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4. For the purpose of deciding on Agency loans, a loan review 
committee would be established. Likely members would be a 
business person, commissioner, and the loan officer. 	An 
appeal process to the Commission and Board/Council could 
be established. 

5. The loan staff would also be charged with providing assis-
tance to strip businesses in securing other development 
funds, operating capital lines of credit and other kinds 
of technical assistance. 

Loan Processing Option 2 - Establish an external Local, Cer-
tified or other,  Development Corporation dedicated full time  
to small business assistance on our troubled commercial  
strips.  

This option has also been selected by some other jurisdic-
tions (e.g., Oakland, the City of Fresno). The parameters of 
this option are basically the same as in Option 1, except 
that the corporation would not be staffed by in-house person-
nel and that selection of the board of directors would be a 
:joint .endeavor between the outside entity and the 
City/County. The Agency would contract with the corporation 
for services. Affiliation with a well-recognized, estab-
lished entity such as the Ketropolitan Chamber of Commerce, 
which has expressed interest in sponsoring such an effort 
(see Attachment 6 - Letter) would, in our opinion, be a great 
asset in this endeavor. 

The attached budget (Attachment 5) compares the costs of 
in-house versus external loan processing options. 

. Loan Processing Option 3 - Status Quo.  

This option has been previously described in this report. 

(15) 
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VI. Analysis of Loan Processing Alternatives  

There is a variety of arguments for and against each of the three 
options presented. Some of those are presented below: 

Arguments 	in 	Favor 	of 	Option 	1 	In-house 	loan 
review/underwriting and leveraging  

This option retains close Agency control 	over 	the 	loan 
review/underwriting process. Agency staff, while serving the 
Development Corporation, would also remain under direct control 
of the Executive Director. Policy direction provided by the 
political process could be more directly applied to program 
administration. The benefits of 'having the loan underwriting 
expertise available would accrue directly to the Agency in that 
the overall Agency staff capability would be increased by the 
expertise of the loan officer, etc. 

Arguments Against Option 1  

The program would be perceived as more "public" than flprivate", 
an identity which is freauentiv cited as detrimental to the over-
all image of a commercial financing program. The overhead costs 
of the Agency make the program considerably more expensive to 
administer from within (see Attachment 5). The program would 
also remain "exposed" to direct political pressure, a situation 
which, as mentioned above, we do not believe to be in its • best, 
long-run interest. It may also be more difficult for a "public" 
employee to establish the kinds of relationship with the banking 
industry which will be conducive to effective leveraging arrange-
ments. 

Arguments-in Favor of Option 2 - Establishment of an external  
Development •Corporation dedicated to - our program  

This option provides the "private sector" image which may be 
crucial to the program's success. Having the loan staff hired by 
a "private" entity may also be conducive to establishment of 
positive working relationships with banks, etc. This option 
would also provide an important, "arms length" review of applica-
tions for Agency loans which is one step removed from the politi-
cal process. Affiliation with a known entity, such as the Cham-
ber of Commerce, would also add greatly to the program's image 
and would "fit" well with overall efforts to create a "public- 

• 
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private" partnership for economic development in Sacramento. 
(Chamber affiliation would also tie into the Chamber's existing 
small business assistance programs.) The program could also be 
operated for less administrative costs than as a direct Agency 
staffed effort. 

Arguments Against Option 2  

This option removes the loan review process from direct Agency 
control. (However, it does retain Agency input on the loan 
approval committee.) It requires development and administration 
of a -  contract with an outside entity. Furthermore, it contains 
the potential for divergent goals over time as the outSide entity 
becomes increasingly independent. 

Arguments in Favor of Option 3 - Status Quo  

This option provides for close Agency control over the processing 
of direct loans. The program is also less expensive in that 
existing Agency staff are being used to review the direct loan 
applications as well as plan and administer the overall commer-
cial revitalization effort. 

Arguments Against Option 3  

Existing 	Agency 	planning 	staff 	is 	diverted 	from 	its 
planning/coordination role to loan review. As the demands of 
both these functions increases, the timeliness and quality of 
both functions will suffer given limited staff capability. No 
"professional" loan review staff is available. We would have to 
continue to rely on consultants for loan analysis. The program 
would also continue to be exposed to political pressure, making 
the underwriting decision process inconsistent, with each case 
being argued on a "de noyo" basis from - a pol .i -Cy:per.SpeCtive. --  

VII. Overall City/County Economic Development Program Considera-
tions 

As you are all aware, the Sacramento Overall Economic Development 
Program Committee (OEDPC) has suggested its own discontinuance in 
its current form. They have apparently felt ineffective for some 
time as an advisory body on economic development and have pointed 
out the problems With the disjointed situation now existent in 
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the City/County with respect to economic development efforts and 
programs. (Their report is attached - see Attachment 7.) In 
.lieu of the current situation, they have suggested that the City 
Manager/County Executive review options available and suggest a 
new structure. This recommendation was endorsed by the joint 
City/County Urban Task Force in its final meeting on November 21, 
1984. Two possible options for an overall economic development 
program were suggested: 

A. Formation of a separate City/County office of economic 
development which would consolidate all governmental eco-
nomic development functions to the maximum extent possible 
with other functions, such as the Chamber of Commerce and 
Sacramento Area Commerce and Trade Organization (SACTO),. 
into a single economic development program for the City and 
County. 

B. Assignment of responsibility for residual governmental 
programs such as preparation of the annual Overall Economic 
Development Plan .(0EDP), administration of the County's 
Industrial Development Bond (IDB) program, the Enterprise 
Zone program, etc., along with those programs already 
administered by the Agency, to the Agency. 

While we do not wish to pre-empt the decision of the Manager or 
Executive in any way, we do believe that loan processing Option 
2, as presented earlier in this report, involving the Chamber of 
Commerce, could be an important first step in bringing - together 
the public and private economic development elements in 
Sacramento and would fit well with either OEDPC recommended 
option for an overall structure. 

One final consideration is that the recent federal Treasury and 
Office of Management • and Budget. tax and budget recommendations do 
not bode well for governmentally financed economic development 
programs. The proposals call for elimination of IDBs, the Eco-
-nomic Development Administration, the Urban Development Action 
Grant (UDAG) program, and the Small Business Administration, as 
well as significant reductions in the Community Development Block 
Grant (CDBG) program. 

Regardless of the outcome of those specific proposals, it is 
highly likely that, the federal budget balancing efforts will 
negatively affect governmentally financed economic development 
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resources significantly. While we may, in the future, be able to 
fund some administration, and perhaps a few highly critical 
loans, the leveraging factor will become increasingly important. 
We see the 'need to develop independent (i.e., non-governmentally 
dependent) resources, such as through the Chamber, with an inter-
est in commercial revitalization, as a means by which to replace 
the reduced governmental capability. 

FINANCIAL DATA 

See Attachment 5. 

POLICY IMPLICATIONS  

See Background section. 

110  RECOMMENDATIONS  
1. Endorse the Facade Rebate, Commercial Rehabilitation and 

Direct Commercial Loan program guidelines as outlined in 
Attachments 2, 3, and 4. 

u. Direct staff, upon approval by the full Board and Council, to 
take all actions necessary to implement those programs immedi-
ately, including execution of the Commercial Rehabilitation 
agreements with First Interstate Bank. 

3. Endorse the geographic targeting recommendations outlined on 
Matrix 1, including: 

• 
a. Discontinuance of the program on.Watt Avenue and AI;; -, urn 

Boulevard. 

b. Continuance of the grant/loan program or. Del Paso Boule-
vard. 12th Street, Stockton Boulevard and Main Street in 
Isleton, including strip coordinators on Del Paso Boule-
vard and Stockton Boulevard. 

c. Continuance of the coordinator contracts on Broadway and 
Franklin Boulevard and initiation of the grant/loan pro-
grams in these areas. 
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d. Pending results of the market analysis or action on the 
conditions of approval of the Delta Shores PD, initiate 
coordinator services and loan activity in Meadowview. 

e. Initiate coordinator services and Than activity on Marys-
ville Boulevard, pursuant to the Del Paso Heights Rede-
velopment Plan. 

f. Initiate loan activity on the J/K Street area pursuant to 
adoption of the Downtown Redevelopment Plan. 

g. Continue analysis of the Rio Linda/M Street, Old Florin 
Town, Elk Grove Boulevard, Walnut Grove, and other County 
areas for possible further action at a later date. 

4 Endorse Option 2 (establishment of an independent development 
corporatioll dedicated to our objectives) as the recommended 
option for loan processing and leveraging and, subject to 
approval by the full Board and Council, direct staff to devel-
op a contract with the Metropolitan Chamber of Commerce to 
implement the program. 

Respectfully submitted, 

ANDREW J. P 
Acting Executive Director 

Contact Person: John Molloy 
440-1360 

Attachments 

• 
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AUBURN BOULEVARD 

Mark Briggs and Associates 

Work Program - Activity 	Action 

1. Streetscape Improvements 
and Capital Improvements 

2. Rehabilitation of Existing 
Structures & New Develop-
ment Loans 

3. Occupancy of Vacant 
Building/Storefronts 

Improvements were identified and 
quantified. An assessment formula 
was established. In November a 
public meeting was held to present 
the assessment district concept 
to the property owners. Based 
upon the feedback received at 
this meeting and subsequent direct 
contact with each property owner, 
it was apparent the area lacked 
the necessary support for the 
financing of the assessment 
district. 

All business operators and prop-
erty of the area were surveyed 
and personally contacted. No 
serious interest was received 
for the rehabilitation program; 
two loan applications were forth-
coming for the direct loan pro-
gram; and one application re-
ceived for the facade program. 

All property owners were contacted 
regarding their vacancies. A 
listing was prepared on these 
vacancies (amount of square foot-
age, cost, etc.) and distributed 
to leasing agents. 



WATT AVENUE 

Economic Development Foundation 

Work Program - Activity 

1. To Publicize and Consol-
idate Support for the 
Adopted Improvement Plans 
for this Area 

2. Where Necessary, Person-
ally Contact Each Prop-
erty Owner and Business 
Operator to Assist Them 
in Obtaining Financing 
for Their Improvement/ 
Expansion Needs 

3. Assist in the Development 
of the Area through the 
Attraction of New Busi-
nesses on the Vacant Par-
cels and Buildings within 
the Project Area 

Action  

Completed. The SPA has been in 
existence since January 1981, 
however, the preliminary plan-
ning for this area started as 
early as the summer of 1979. 
Since the project's inception 
to present, the property owners 
and business operators have been 
involved in the development and 
implementation of the plans for 
this area. 

EDF has personally contacted each 
property owner and business oper-
ator who owns or occupies unimpro-
ved properties within the target 
area. The financing programs 
available were explained and 
assistance given to those indivi-
duals who were interested in 
submitting applications for finan-
cing. It is estimated that one 
more application for financing 
may be forthcoming in the near 
future. 

As part of the 1984 work program, 
EDF identified the vacant parcels 
and facilities within the target 
area and attempted to market 
these properties. 

SUMMARY (Watt Avenue & Auburn Boulevard) 

It is the opinion of staff that the Watt Avenue SPA and Auburn 
Boulevard area should be discontinued as commercial revitalization 
target areas. It is apparent that the public funds and assistance 
provided for these areas have successfully generated the private 
investment needed to revitalize these areas. 

It is now appropriate to move on to other areas with the expecta-
tion of creating similar accomplishments in these areas. 

-2- 
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COMMERCIAL FACADE IMPROVEMENT PROGRAM  

I. INTRODUCTION  

The Facade Rebate Program is designed to stimulate building 
improvements and upgrade the appearance of commercial 
properties in commercial revitalization target areas. The 
facade rebates are provided in recognition of the extremely 
valuable impact these investments have on the effort to 
maintain the vitality of the commercial areas. The objec-
tive of this program is to promote joint public/private 
action and investment in the targeted areas which will com-
plement and enhance the large scale revitalization efforts 
planned for these areas. All facade improvements must be 
consistent with the design guidelines established for the 
target area. The administration of this program will be 
the responsibility of the Sacramento Housing and Redevelop-
ment Agency through the Policy and Planning Department. 
The Facade Rebate Program will initially be funded with 
Community Development Block Grant and Tax Increment funds 
and.subsequently by other funds when available. 

These guidelines have been developed to present the basic 
elements of the Facade Rebate Program with specific emphasis 
on the eligibility criteria for selection of applicant/areas, 
types of improvements and reimbursable expenditures. Details 
of the necessary documentation for processing grants under 
this program are outlined in the Procedural Steps. 

II. FACADE REBATE PROGRAM DEFINITIONS  

For purposes of this program, the following definitions will 
apply: 

1. Awning Canopy - A temporary shelter, sometimes retract-
able, that is supported entirely from the exterior wall 
of a building. 

2. Codes - The Building Code and Zoning Code of the City 
or County of Sacramento, latest editions. 

3. Design Review Committee - A cbmmittee consisting of 
property owners and business operators in the commercial 
revitalization area which will be responsible for plan 
review of exterior improvements for consistency with 
established Design Guideline. 

et . . Design Guidelines - Architectural design guidelines 
developed for rehabilitation and new construction in 
the commercial revitalization area. _ • 
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5 	Economic Development Financino Committee 	A subcommittee 
of the Sacramento Housing and Redevelopment Commission 

111 (SHRC) which will review and apprOve economic development 
financing projects. 

6 	Exterior Lighting - Lighting fixtures and the installa- 
tion of same, attached or connected to building under-
going renovation. 	Exterior lighting does not include 
free standing lighting in the public way. 

7 	Facade - The entire exterior front surface of a building 
from grade to the roof line. 	Improvements above the 
storefront level are only eligible when performed in 
conjunction with storefront improvements: Where a 
building abuts two streets and/or an alley, empty lot, 
parking area, or open space, such building may have 
other faces considered facades at the discretion of the 
Economic Development Unit. Decorative fencing and land-
scaping of vacant parcels adjacent will also be con-
sidered on an individual basis. 

8. Landscaping  - Landscaping items (e.g., trees, bushes, 
planter boxes), are eligible when considered 
integral to the facade treatment of the building. 
Eligibility is determined at the discretion of the 
Economic Development Financing Committee. 

Final Design  - . Detailed drawings showing the refined 
Preliminary Design and revised cost estimates. 

10. Passive Energy Conservation Equipment - Equipment 
and/or materials which by their very nature and method 
of use and installation improve the engery efficiency 
of the building. Such equipment must be part of the 
building and may include canopies, awning, shutters, or 
other shading devices, and special glazing. 

11. Preliminary Design  - Initial conceptual sketches of 
improvements based on the objectives of the owner(s). 

12. Professional Fees - Those expenses not spent on physical 
improvements, materials, equipment', or labor directly 
related to their installation. These costs include, but 
are notlimited to: architectural/engineering fees, 
and legal expenses. 

13. Shutter -MOveable cover or screen for a door or window 
to provide protection from the elements. 

14. Sign - Any commercial sign attached to the building 
which is consistent with the City or County of 
Sacramento Sign Ordinance. 

15. Working Drawings and Specifications - The drawings 
which show detailed methods of installation and 
materials, and the specifications therefrom to be 
followed in constructing the improvements. 



III. 	ELIGIBLE APPLICANTS/AREAS- 

A. 	Abrolicants  

Owners and tenants of commercial property are eliible 
to apply for assistance. Tenants are required to pro-
vide documentation of the property owner's consent of 
the improvements at the time of initial application. 
Written consent may either be in the form of a lease 
indicating the leassee's responsibility for property 
renovation and repair or documentation of the property 
owner's agreement to the proposed rehabilitation. 

B 	Areas 

Areas which are located within commercial revitalization 
target areas or designated redevelopment project areas 
are eligible for assistance under this program. 	(See 
Attachment A for a listing of maps and eligible areas.) 

IV 	ELIGIBLE REIMBURSABLE EXPENDITURES  

Approved property owners and merchants who install at least 
$500 of improvements per storefront are eligible for a 
rebate .up to 50% of the coss. The Agency's maximum rebate 
is $5,000 per storefront for all approved improvements. 	If 
a building has several storefronts, each storefront may be 
eligible for a rebate of up to $5,000. 

Approved rehabilitation of upper floor facades is also 
eligible if first floor improvements are .approved and/or 
performed. Professional, legal, architectural and City 
permit fees may be included in the total storefront 
improvement costs. 

Rebates will be made for improvements started and completed 
after the Agency's acceptance of the final plans and spe-
cifications. Receipt of the rebate is subject to an inspec-
tion by Agency staff and the submission of complete 
_documentatiop_of . prolect costs, including: 

1) the applicant's cancelled-checks.and bills: 

2) copies of building permits; 

3) all contractor's waivers of liens; and, 

4) a photograph of the building after completion 
of the facade improvements. 

• 
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V. ELIGIBLE TYPES OF IMPROVEMENTS 

   

Eligible improvements may include: facade renovation; signs; 
doors; windows; awnings; graphics; exterior lighting improve-
ments; landscaping; decorative fencing and landscaping of 
vacant parcels in connection with a facade treatment; capital 
improvements such as surface parking lot installation and 
improvements, sidewalks, lighting, curbs and gutters in conjunc-
tion with facade work; and certain types of passive energy 
conservation improvements. All improvements must conform 
with the City and County of Sacramento Building Codes and the 
Design Guidelines adopted for the area. Participant's 
proposals will be subject to design review by both the local 
business association or Design Review Committee for the area 
and Economic Development Financing Committee. 

VI. APPEAL PROCESS 

The applicant has the right to apppeal the Design Review 
Committee decision to the Economic Development Financing 
Committee (EDFC) and, in turn, appeal the EDFC decision to 
the full Sacramento Housing and Redevelopment Commission. 

• 
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FACADE.REBATE PROGRAM PROCEDURES  

Steo 1: 	Initial contact is made with grant recipient. This 
step can occur with either the Commercial .  Revitali-
zation Coordinator hired for the individual commercial 
target area or may be handled by the Sacramento Housing 
and Redevelopment Agency's (SHRA) Planning and Policy 
Development (P/PD) staff. The initial contact should 
determine whether the project is located within a 
target area and if the proposed activities are within 
the program guidelines. The Facade Rebate Program 
Guidelines will be reviewed and a copy of the Guide-. 
lines, including the application form, will be pro-
vided to the potential applicant. 

Step 2: Merchant or property owner fills out application form 
and sends application to the P/PD with: 	1) a $35.00 
non-refundable application fee made out to the Sacra-
mento Housing and Redevelopment Agency (NOTE: Only 
one fee per building is required); 2) a photograph 
of the storefront; and, 3) if the individual applying 
is not the property owner, documentation proving the 
individual has the authorization of the property 
owner to perform the facade renovation work. 

Step 3: Application is reviewed by the P/PD to determine 
whether the activities are within the program 
guidelines. 

Step 4: Preliminary plans (two copies), color samples, awning 
designs (if included) and a preliminary budget, should 
be submitted for review and approval by the Design 
Review Committee, the Economic Development Financing 
Committee and Agency staff. (NOTE: All information 
should be submitted together.) An environmental
review of the project will occur at this stage. 
Decisions of the Design Review Committee can be 
appealed to the Economic Development Financing Committee. 
Decisions of the Financing Committee may, in turn, be 
appealed to the full Sacramento _Housing and Redevelop-
ment Commission, which shall be the final arbitrator 
in this program. 

Step 5:  Upon approval of the preliminary plans, the applicant 
should prepare and submit final plans, specifications 
and detailed cost estimates to the P/PD. 	If the final 
plans are consistent with the approved preliminary 
plans, the P/PD will review and approve the final plans 
without an additional plan check by . the Design Review 
Committee or the Financing Committee. The actual grant 
amount will be contingent upon the cost estimates sub-
mitted with the final plans. 
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Stet) 6 : 	IE improvements require building permits, applicants 
must submit final plans to he Building .Department. 

Step 7: 	The building permit is submitted to the P/PD. 	If 
revised cost estimates are necessary, these should be 
submitted along with the building permit to the P/PD. 
Upon submission and approval of these documents, an 
approval letter indicating the estimated rebate is 
sent to the applicant. 	This letter requires the 
applicant to complete improvements within 180 days 
from the date of the letter and states that partial 
completion of the project will void all agreements. 
If the facade improvement is part of an overall larger 
rehabilitation, • the maximum time requirement will be 
established accordingly, and documented in this. letter. 
(All change orders must be approved by the P/PD.) 

After completion of the work, the applicant's can-
celled checks and bills, copies of the building 
permits, all contractor's waivers or liens, and a 
photograph of the storefront improvements should 
be sent to the P/PD. (NOTE: All information 
should be submitted together.) 

P/PD staff examines the finished work for compliance 
with the general design recommendations and any 
approved change orders. 

If the work is in compliance with the guidelines, a 
rebate check is sent to the applicant within thirty 
(30) days of P/PD receipt of complete documentation. 

Step 8: 

Step 9: 

Step 10: 
• 
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NOTE: 

FACADE REBATE PROGRAM  
Ai-,7LICATIOTR-  FORM  

Sacramento Housing & Redevelopment Agency 
Economic Development Unit 
440-1355 

A sepa:a:e appLcA:: 
form Must be compi.. ,  
for each building 

CASE NUMBER: 	 
(for office use only 
DATE: 

    

Aoolicant Name: 

2. Mailing Address: 
Number 
	Street 	 .City/State/Zip 

. 3. 	Store Address: 
Number 
	

Street 	 City/State/Zip 

 

4. Telephone Applicant can be reached at during day 	  

5. Best time to contact applicant 	  

6. Total Number of Storefronts: 

7. Addresses of Individual Storefronts: 

8. Store Name(s): 	 Business Type: 

  

9 	Owner Name(s): 
	 Phone Number 

10. Tenant Name(s) 

11. Describe Proposed Facade Imorovement(s): 

(Use additional sheets if necessary) 
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The applicant, 	 , has read the guidelines 
for the Facade Rebate Program and agrees to carry out the 
work in accordance with these guidelines. The applicant 
further agrees to comply with the design guidelines for the 
area and the specific design recommendations of the Design 
Review Committee/Agency staff. Any changes in the approved 
plans or specifications must be presented to the Agency 
for approval. 

In addition, the applicant agrees to pay a $35.00 non-refundable 
fee payable to the Sacramento Housing and Redevelopment Agency 
to cover administrative costs. This payment must be attached 
to this application along with a photograph of the facade of 
the storefront(s) before the improvements have been performed. 

I further understand that I must submit detailed cost docu-
mentation, including cancelled checks, bills, copies of 
Building Permits, all contractor's waivers of lien, and a 
photograph of the storefront(s), upon completion of Facade 
Rebate Program improvements. 

Signature: 

Completed form should be mailed to: 

Sacramento Housing and Redevelopment Agency 
ATTENTION: Economic Development Program Manager 
630 I Street, C-25 
Sacramento, CA 95814 

• 
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COMMERCIAL REHABILITATION LOAN PROGRAM GUIDELINES 

I. The Commercial Rehabilitation Loan Program is a below market 

interest rate financing program for the rehabilitation of 

commercial structures in selected.  commercial target areas 

which have been designated by the City Council or Board of 

Supervisors for special assistance. This program is made 

available by the Sacramento Housing and Redevelopment Agency 

(Agency) in 'conjunction with First Interstate Bank with whom 

it has entered into a special loan leveraging arrangement. 

Agency funds are 'used as an interest subsidy to write down 

the interest rate available by First Interstate. The Com-

mercial Rehabilitation Loan Program supports the Agency's 

comprehensive strategy to enhance the economic vitality of 

neighborhood and downtown commercial areas and to remove 

the blighting conditions in Community Development Taraet 

Areas, Redevelopment Project Areas and specially designated 

target areas throughout the City and County of Sacramento. 

The administration of this program will he the responsibility 

of the Agency through the 'Policy and Planning Department 

concert with First Interstate Bank. The Commercial Fehabii- 
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110  

-tation Program will initially be funded with Community Devel- 

4  opment Block Grant and Tax Increment funds and with any other 

funds which the Council or Board may deem appropriate from 

time to time. 

II. GENERAL DESCRIPTION OF THE PROGRAM MECHANISM 

In order to reduce the interest rate on the rehabilitation 

loans made under this program, an upfront subsidy discounted 

to present value over the term of the loan) will be provided 

by the Agency to First Interstate. This subsidy in turn 

makes available the financing at a below market interest rate 

to the borrower. 

Financial qualifications of the prospective borrower are 

determined Solely by First Interstate, which assumes all 

risk, duties.•and responsibilities with respect to the loan 

with the exception of the risk involved with the interest 

• subsidy portion, which will be considered a loss to the 

Agency should the borrower default on the loan. No loan 

guarantee is provided by the Agency. First Interstate will 

decide what collateral, if anv, is to be required, such as 

a second deed of trust, etc. 
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• III. ELIGIBLE APPLICANTS/AREAS  

Property owners and tenants of commercial properties located 

within commercial revitalization target areas or designated 

portions of redevelopment project areas are eligible for 

assistance under this program. (See Exhibit A for a list-

ing of.eligible areas and maps.) 

Eligible business purposes include general commercial busi- 

nesses, industrial uses and child care facilities. 

Concerning mixed -  use structures, financing is not eligible 

for interior improvements to the residential portion of the 

property. 

In the case of child care/day care facilities, the fcllowinc 

special guidelines shall apply: 

A. A majority of the applicant's clients must come frcm 

families earning less than 80 percent of the SMSA 

median income. 

'B. The applicant must be 'a 'small business' as currently 

defined by the U.S. Department of Commerce - Small 

Business Administration and must be or shcw evidence . 

that it will be a licensed child day care facility 
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or family day care faCility or family day care home 

under Title 22 of the California Administrative Code 

at the time that the work is completed. 

IV. 	LOAN PROGRAM PARAMETERS  

A. Interest rate - The interest rate under this loan . 

program is 6%. 

B. Loan Amount - The maximum loan amount under this 

program is $200,000. 

C. Term - For loans to property owners, loan terms will 

not exceed fifteen (15) years. For loans to tenants, 

loan terms will be for a term not to exceed the lesser 

of five (5) years or the remainin7 lease period less 

six (6) months.' 

V. ELIGIBLE ACTIVITIES  

Eligible rehabilitation activities will include: 

. Repairs to or replacement of a roof 
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• 	• New electrical service or other wiring changes 
Repair or replacement of a foundation 

Repair of broken steps 

• 

Replacement of broken windows and doors 

• Replacement of furnaces and water heaters 

• Repair and painting of exterior walls 

• Repair or replacement of faulty plumbing and fixtures 

• Replacement of deteriorated subfloors 

• Insulation and other weatherization repairs 

• Installation of smoke detectors 

Installation of fire extinguishing sprinkler systems 

• Repair of elevators 
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4111 Renovation/replacement f exterior advertising devices, land- 

scaping, fencing and parking areas shall be considered 

eligible costs when undertaken to eliminate potentially 

hazardous conditions, to remove blighting influences or 

to comply with codes. Also eligible are the following: 

- Facade improvements 

- Replacement of principal fixtures and components of 

existing structures where directly related to code 

compliance 

- Renovation through alterations to, or enhancement of, 

the interior of existing structures where directly 

related to code compliance • 
- Energy saving devices, material or-eauipment 

- Expansion of existing structure not to exceed 20 percent 

of floor space 

- ,Professional, legal, architectural, engineering, City/ 

County permit and loan closing fees 

All rehabilitation activities must conform with the City or 

County of Sacramento building and zoning codes. 

(6) 



VI. FACADE IMPROVEMENTS 

If needed, facade improvements consistent with the design 

• guidelines established for the cOmmercial area (if appli-

cable) must be performed on the structure as a condition of 

participation under this program. If funds are available, 

these facade improvements will be eligible for financing 

under the Agency's Commercial Facade Improvement Program. 

(The 'Commercial Facade Improvement Program provides a 50 

percent rebate up to $5,000 per storefront for facade im-

provements. The non-Agency financed portion of the acti- 

vities is eligible for assistance under this Commercial 

Rehabilitation Loan Program. For more information on this 

program see the Commercial Facade Improvement Program 

Guidelines.) 

VII. CERTIFICATION AND COMPLIANCE REQUIREMENTS  

As a function of the use of different sources of public 

funding, the recipient will be required to certify compli-

ance with certain regulations. For example, if Community 

Development Block Grant (CDBG) funds are used, Davis-Bacon' 

wage rates must be paid to laborers for construction work 

over $2,000. In addition, an environmental review of the 

improvements will be required and performed by Agency staff. 
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Furthermore, for loans which are subsidized with CDEG funds, 

property owners are required to provide relocation benefits 

and assistance to commercial tenants permanently displaced 

by rehabilitation activities. The relocation payment may 

be paid by the owner either out of pocket or as part of the 

' loan proceeds. The payment of relocation benefits only 

appliesto tenants displaced within one year after loan 

approval. 

Property owners are required to pay displaced tenants a 

Payment equal to the average annual net earnings of the 

business based on the prior two taxable years. Such pay-

ments shalli. not be less than $2,500 nor more than $10,000. 

No temporarily displaced person shall be entitled to 

relocation assistance. (For more detail on the eligibility 

and payment reciuirements, see the Agency's Displacement 

Strategy.) .  

Before the loan funds are disbursed, documentation providing 

compliance with these requirements must be submitted to the 

Agency. 

The staff of the Agency will provide assistance to the 

prospective recipient to insure compliance with these 

requirements. 
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III VIII. DISAPPROVAL OF LOAN BY FIRST INTERSTATE 

Loan applications disapproved by First Interstate may be 

submitted to the Policy and Planning Department fcr con-

sideration of direct funding by the Agency. (See Direct 

Commercial Loan Program Guidelines.) 

• 
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COMMERCIAL REHABILITATION LOAN PROGRAM PROCEDURES. 

This section describes the step-by-step procedures for submission 

and review of a loan application under this program. 

Step 1: Pre-Application - 

Initial contact is made with the loan applicant. This step can 

occur with either the Commercial ,Revitalization Coordinator hired 

for the individual commercial target area or may be handled by the 

Sacramento Housing and Redevelopment Agency's Planning and Policy 

and Department (P/PD) staff. The initial contact should determine 

whether the project is located within a target area and if the pro-

posed activities are within the program guidelines. The Commercial 

. Rehabilitation Program Guidelines will be reviewed and a copy of 

the Guidelines, including the application forms, will be provided 

to the potential applicant. 

•Step 2: Application Submission - 

Loan applicant prepares and submits a financial cackage to P/PC 

staff. The financial package shall include the following and any 

other materials which First Interstate may deem necessary for its 

review. 
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a. Loan application 

b. Financial statements (Current and past three years) 

c. Income tax returns (Past three years) 

d. A list of the rehabilitation activities to be performed 

e. Cost estimate for the rehabilitation activities 

f. Loan Applicant Certification Form (Exhibit B) 

g. Preliminary Plans (for Environmental Review by Agency) 

h. 

k. 

1. 

m . 

• 



Step 3: P/PD Staff Administrative Review- 

The financial package will be reviewed by P/PD strictly to determine 

whether the activities are within the program guidelines and whether 

all the material is complete. No financial analysis is completed on 

the materials. Once all the materials have been submitted by the  

loan applicant, the materials will be forwarded to First Interstate 

for its review. A certification form signed by the P/PD staff will 

also be sent to First Interstate along with the financial package, 

certifying the eligibility of the applicant (see Exhibit C). 

Step 4: Loan Processing - 

First Interstate will process the financial package referred to 

above. A credit evaluation will be made of each applicant in 

accordance with the Rank's normal procedures. First Interstate 

will obtain an appraisal of the property in those cases when the 

bank feels it is necessary. 

Step 5: Loan Decision - 

First Interstate Will advise the applicant and the Agency if the 

loan application is approved or disapproved. If the loan applica-

tion is approved, First Interstate will indicate the amount of the 

loan and any conditions of the loan. One of the conditions of the 

loan will be the payment of the upfront, lump sum intere'st subsidy 

by the Agency. 
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4111 Step 6: Final Plans - 

Loan applicant obtains approval of final plans and specifications 

from the Building Department. A copy of the building permit, final 

cost estimates and a copy of the construction contract are submitted 

to the P/PD. 

Step 7: Loan Closing - 

Loan documents will be executed between the borrower and First 

Interstate (e.g., Note, Deed of Trust, Security Agreement or any 

other loan documents which the bank feels are necessary). 

Step 8: 

Agency makes lump sum interest subsidy payment to irst Interstate. 

Step 9: 

First Interstate deposits cashier's check(s) -totalling the amount of 

the rehabilitation loan in escrow. 

Step 10: 

Funds for the rehabilitation activities will be disbursed through 

periodic payments upon inspection by the Technical Services Division 
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of the Sacramento Housing and Redevelopment Agency. Funds will only 

be disbursed upon completion of the required work and the submission 

of any necessary contractor documentation regarding Federal pre-

vailing wage rates. A 10 percent retention will be withheld on 

all payments, payable 35 days after completion or upon full lien 

release, whichever occurs later. 

1/29/85 
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ATI'ACHMENT 4  

DIRECT COMMERCIAL LOAN PROGRAM GUIDELINES  

I. INTRODUCTION 

The Direct Commercial Loan Program is a below market 

interest rate financing program focused on the financing of new 

construction of commercial structures in designated commercial 

target areas. The program, however, also acts as a back-up 

financing source for individuals whose loans have been disapproved ' 

by the private lending institution under the Commercial 

Rehabilitation Loan Program. 

The Direct Commercial Loan Program is made available by the 

Sacramento Housing and Redevelopment Agency (Agency) under the 

direction and authorization of the City Council or Board of Super-

visors. The administration of this'program will be the responsi-

bility of the Agency through the Policy and Planning Department. 

The program will initially be funded with Community Development 

Block Grant and Tax Increment funds but may be funded by other 

funds which the Council/Board may deem appropriate from time to 

time. 

IT. PROGRAM GOALS 

The goals of this proaram-are:' 

To stiMulate revitalization and private reinvestment 

in deteriorated, blighted commercial target areas 
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within the City and Count Of Sacramento :  

To promote economic growth in the community in general 

as well as in specifically targeted areas of the City 

and County of Sacramento. 

To assist in the removal of blighting conditions in 

specifically targeted areas. 

To improve commercial facilities which provide 

essential services to the community in specifically 

targeted. areas. 

To create new and/or improved employment opportunities 

for low and moderate income residents of the City 

and County of Sacramento. 

- To retain existing employment for low and moderate 

income residents of the City and County of Sacramento. 

To leverage private capital to the greatest extent 

possible with the limited public funds which are 

available. 

Tc improve and increase business and emplOyment ozmor-

tunities for women, minorities, handicapped, and 
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socially or economically disadvantaged persons. 

ELIGIBLE APPLICANTS/AREAS  

For both new construction and rehabilitation, the property 

must be located within a commercial revitalization target area or 

designated 'redevelopment project to be eligible for assistance. 

(See Exhibit A for a listing of eligible areas and maps.) For 

rehabilitation activities, property owners and tenants of 

commercial properties whose loans were disapproved by the private 

lending institution under the Commercial Rehabilitation Loan 

Program, or who have rehabilitation loan needs which are over 

$100,000, are eligible for assistance under this program. The 

financing of acquisition of existing structures which invo1ve5 

rehabilitation is limited to owner-occupied structures. Rehabili-

tation loans may be made to both tenants and property owners. As 

outlined below, the loan program parameters for developers of new 

construction differ from those. for owner-occupied structures and 

property owners involved in rehabilitation activities. 

IV. LOAN PROGRAM PARAMETERS 

A. Owner Occupants and Property Owners of Rehabilitation 
9 

Projects 

. Maximum Loan Amount 
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The maximum loan amount shall be determined as the 

lesser  of the following: 

a. A maximum of 5200,000, or 

b. An amount which, when added to the outstanding 

indebtedness, does not exceed 90% df the after-

construction appraised value of the property. 

2. Maximum Term 

For loans to property owners, the loan tern may not 

exceed a maximum term of fifteen (15) years. For loans 

1111  
to tenants, the loan term may not exceed the remaining 

lease period less six (6) months. 

3. Interest Rate 

All loans will be structured at the rate of nine per-

cent (9%) per year fully amortized. However, the 

unpaid interest and. principal could be deferred until 

the end of the loan term 6r delayed for some period of 

time. The actual amount paid each year will be 

deteimined on a case-by-case basis and will be 

established at a rate that would make the protect 

economically feasible. In no instance, however, 



• 	will the interest rate paid each year be less than 
three percent (3%). 

4. 'Leverage Ratio 

A 100% direct loan will be made for loans up to 

$50,.000. For loans over this amount, the portion over 

850,000 will have a matching 1 to 1 public to private 

fund requirement. This requires that 50% of the 

project costs over $50,000 must come from a private 

source. 

B. New Construction Loans for Developers 

Funds for these activities will only be available after 

July 1st. 

1. Maximum Loan Amount 

The maximum loan amount shall be determined as the 

•lesser if the following: 

a. A maximum of $200,000, or 

b. An amount which, when added to the outstanding • 
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indebtedness, does not exceed 90% cf the after 

construction appraised value of the property. 

2. Maximum Terms 

The loan term may not exceed a maximum term of ten 

years. 

3. Interest Rate 

All loans will be provided at the rate of nine 

percent (9%) per year fully amortized. 

4. Leverage Ratio • 
Funds will be provided at a 3 to 1 leverage ratio 

(private to public funds). This requires that 

75% of the projects costs must come from a private 

source. 

7 . Pre-leasing Requirement 

•Pre-leasing commitments for at least 75% of the 

leaseable floor space must be obtained before 

loan approval. 
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V. 	PRIVATE INVESTMENT COMPUTATION 

Private investment used by Agency staff to calculate 

the private leverage ratio for the project includes all 

funds committed to the project and spent after the date  

of the loan approval, INCLUDING:  

A. Investment to develop improved real property, such 

as land acquisition (or appraised value of land 

currently owned on which the building will be con-

structed), on-and off-site improvements and "hare" 

construction and renovation costs. 

B. Equipment affixed to the real property which has a 

depreciable life of not less than 5 years. 

C. "Soft" development costs, such as construction 

period interest and taxes,building permit fees, legal fees, 

architectural and engineering fees, if paid to 

independent third parties, and other customary 

and appropriate fees paid to third parties. 

EXCLUDING: 

A. Any costs incurred prior to loan approval except • 
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for services required for the loan application 

process, i.e., architectural and engineerina 

appraisal. 

B. Equipment which is moveable or has a depreciable 

life of less than 5 years, such as office equip-

ment, hotel room furnishings or minor tools. 

C. Investment in working capital, advertising, train-

ing, operating losses or start-up costs. 

D. Expenses paid to any individual or organization 

which is not an independent third party to the 

project. 

Developer fees, profit and overhead, 

F. Existing equity in the property. 

G. Previously incurred franchise or other business 

development costs. 

• 

VI. Job Creation 

Recipients of new construction loans will be required 
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to develop a hiring plan which describes the number of 

jobs which will be created or retained. The plan will 

include an identification of the jobs created, the 

timeframe for hiring and description of the process 

which will be utilized to attempt to hire low and 

moderate income individuals within the target areas 

and will include a description of planned efforts to 

hire minorities, women and the handicapped. The 

borrower will be required to contact and work with the 

Private Industry Council for assistance in this area. 

It is the goal of this program that for every $10,000 

of public funds, one new job will be created. 

vii. Loan Assignment 

All loans shall become I:hie and payable upon the trans-

fer or sale of the borrower's interest in the property. 

VIII. 	Loan Security 

The loan will be evidenced by a - promissorv note exe-

..cuted by the borrower and-will-be-secured by a deed 

of trust, security agreement, Uniform Commercial Code 

41, or other documents as appropriate. The note will: 

1) Be for the face amount of the loan; 
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III2) Bear interest per annum on the outstanding princi- 

3) Be repaid at such time or tines, at such place 

or places as designated by the Agency; and, 

Be subject to such other conditions of repayment 

as shall be fully specified in the promissory note. 

IX. Includable Loan Costs 

The following costs are considered to be eligible for 

inclusion in the loan. They include those costs attri-

butable to the construction work of the subject 

property, such as construction costs, appraisal, in-

speCtion fees and any other costs associated with the 

preparation of the loan or construction documents. 

• 
1) Credit report; 

2) Policy of title insurance; 

3) Structural pest control report; 

4) Inspection fees: appraisal, property inspection 

reports, and all buildina permit fees; 

pal balance at the current approved rate; 

(10) 



5) Architectural and/or engineering services up to a 

maximum of 10% of the total construction cost; 

6) Loan contingency. An amount not less than 

seven and a half percent (7-1/2%) of the budgeted 

cost of all improvements is to be included in the 

budget to cover cost overruns and required 

construction changes during the construction 

period. The borrower must authorize the use of 

this contingency by change order and the Agency 

must approve the disbursement. Should funds remain 

in the contingency account after project 

completion, this excess amount will be credited 

against the loan principal. 

IV. ELIGIBLE ACTIVITIES  

A. Rehabilitation 

Eligible rehabilitation activities will include: 

• Repairs to or replacement -of a roof ,  

• New electrical service or other wiring charges 

• Repair or replacement of a foundation 



Repair of broken steps 

Replacement of broken windows and doors 

Replacement of furnaces and water heaters 

Repair and painting of exterior walls 

Repair or replacement of faulty plumbing and 

fixtures 

Replacement of deteriorated subfloors 

Insulation and other weatherization repairs 

Installation of smoke detectors 

Installation of fire extinguishing sprinkler 

systems 

Repair of elevators 

Renovation/replacement of exterior advertising devices, 
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landscaping, fencing and-parking areas shall be considered 

eligible costs when undertaken to eliminate potentially 

hazardous conditions, to remove blighting influences or to 

comply with codes. Also eligible are the following: 

• Facade improvements 

Replacement of principal fixtures and components of 

existing structures where directly related to code 

compliance 

Renovation through alterations to, or enhancements 

of, the interior of existing structures where dir-

ectly related to code compliance 

• Energy saying devices, material or equipment 

• Expansion of existing structure not to exceed 20 

percent of floor space 

• Professional, legal, architectural engineers, City/ 

Cbunty permit and loan closing fees 

B. New Construction/Acquisition 

The financing may be used for the following: 
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1. The acauisition of land as part of ,a new develop-

ment project, including buildings to be demolished. 	- 

The acquisition of existing buildings is eligible 

oniy. for owner occupant and when at leasst twenty 

percent of the project costs involve rehabilitation 

activities. 

2. Demolition/site clearance costs. 

1 . New construction, expansion, renovation and modern- 

ization including on and off site improvements. 

4. The purchase and installation of non-removable, 

non-perscnal machinery and equipment, inherent to 

the business to be located on the site. 

5. Certain soft costs such as interim interest, loan 

packaging fees, and professional fees for services 

such as appraisals, surveying, accounting, engin-

eering, and architectural services as maybe deemed 

necessary. 

All rehabilitation and new construction activities must 

conform with the City or County of Sacramento building and 

zoning codes. 
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VI. Ineligible Activities 

The proceeds of any loan under the program may not he used 

to fund Working or operating capital items such as cash for 

operational or compensating balance purposes, inventory, or 

accounts receivable. In addition,:such items will not be 

included in computing the total project costs under this 

program. 

Fees to related entities or development fees are also not 

eligible for funding and will not be considered part of the 

program costs. 

a 

All proceeds, except approved soft costs, must be used for 

items which become part of the real estate, i.e., building 

and improvements, or machinery and eduipment which are 

physically attached to the property. 

VII. 	FACADE WORK 

As a condition of partidipation under this program, the 

facade of the structure must be consistent With the de'sign -

guidelines established for the commercial revitalization 

area if applicable. In conjunction with this program, re-

habilitation applicants, (not new construction applicants) 

are also eligible to apply for financing under the Agency's 
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Commercial Facade Improvement Program. 

1.77TI. 	CERTIFICATION AND COMPLIANCE REQUIREMENTS 

As a function of the use of different sources of public 

funding, the recipient will be required to certify compli-

ance with certain regulations. For example, if Community 

Development Block Grant (CDBG) funds are used, Davis-Bacon 

wage rates must be paid to laborers for construction work 

over $2,000. In addition, an environmental review of the 

improvements will be required and performed by Agency 

staff. 

In addition, for loans which are subsidized with CDBG 

.funds, property owners are required to provide relocation 

benefits and assistance to commercial tenants permanently 

displaced by rehabilitation activities. The relocation 

payments may be paid by the owner either out of pocket or 

as part of the loan proceeds. The payment of relocation 

benefits only applej)to tenants displaced with one year 

after loan approval. 

Property owners are required to pay displaced tenants, a 

payment equal to the average annual net earnings of the 

business, based on the prior two taxable years. Such 

payments shall not be less than S2,500 nor more than . 
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$10,000. No temporarily displaced person shall be 

entitled to relocation assistance. (For more detail on 

the eligibility and payment requirements, see the Agency's 

Displacement Strategy.) 

Before the loan funds are disbursed, documentation provid-

ing compliance with these requirements must be submitted to 

the Agency. 

IX. APPEAL PROCESS 

The applicant has the right to appeal the decisions cf the 

Economic Development Committee (EDC), to the full Sacra-

mento Housing and Redevelopment Commission. 

• 
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APPLICATION PROCESS  

This section describes the step-by-step procedures for submission 

and approval of a loan application under this program. 

A. Pre-Application 

A prospective applicant should first contact the Agency's 

Economic Development staff to discuss the proposed project 

and to receive an overview of the loan program. A copy of 

the prevailing wage rates will be distributed to the appli-

cant at this time. 

B. Application Process  

Step 1. Applicant prepares and submits a .financial package to 

the Policy and Planning Department (P/PD). (See 

Exhibit B for Loan Package Checklist.) The financial 

package shall include: 

a. A loan application fort (see Exhibit C) 

b. Annual Business financial statements - last 3 years 

c. Interim Business Financial statement - 
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no older than 90 days 

d. Personal financial statement - each principal 

e. Resume of each principal 

f. A copy of personal and business tax returns (if 

corporation) - last 3 years 

g. A detailed Business Plan (see Exhibit D for 

outline and sample) 

h. Financial projections for business for next two 

years (profit and loss statements and cash pro 

formas - see Exhibit E for forms and samples) 

i. Hiring Plan 

• Summary of Collateral Form (see Exhibit F) 

NOTE: Before loan is approved, appraisals will 

need to be obtained for these items. 

k. Credit Check Authorization Form - business and 

personal (see Exhibit G for form) 

1. Preliminary plans and specifications • 
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m. Construction/machinery cost estimates 

In addition, the following information, if applicable, may 

also be required: 

a, Title report on property to be acquired or to serve 

as collateral 

b. If real property is to be purchased or rehabilita-

ion performed, an appraisal of the property must 

be submitted. Appraiser must be pre-approved by 

Agency. 

• 
c. Deposit Receipt - purchase agreement 

d. Copy of unsigned/signed lease 

e. Articles of incorporation and bv-laws 

f. Partnership agreement 

g. Applicable permits and licenses - 

h. Commitment letter from other funding sources 

A corporate resolution to borrow 
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Other documents or information may be required on a case by 

case basis and the Agency reserves the right to require 

that any and all of the application documents be verified 

or opined as accurate or reasonable by professionals who 

are mutually acceptable to both the applicant and the 

Agency. 

'The preparation of the construction costs breakdown must be 

complete taking into consideration compliance with any 

labor compliance or building standards requirements appli-

cable to the project as a result of the funding source of 

the loan or the location of the project. The applicant 

will be made aware of any required labor compliance 

requirements at the time the initial project eligibility 

is discussed. A copy of the applicable wage rates will 

also be given to the applicant at that time. 

Agency staff will be available for assistanae in meeting 

compliance requirements prior to and during application 

preparation and the applicant will be provided any and all 

certification and forms to insure said compliance. 

Step 2. P/PD staff reviews financial packacre and requests 

credit report and preliminary title repert. 

Staff review at this stage shall include a determin- 
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ation that the credit history and ability to repay 

are satisfactory, given pro formas, future projections, 

etc., and that collateral is sufficient, using an 

90 percent total loan to value guideline, and a final 

determination that the loan is consonant with the goals 

and objectives of the revitalization program. The 

adequacy of the hiring plan and leveraging commit-

ment(s) will also be reviewed at this time. 

Step 3. Funding recommendation, maximum loan amount and loan 

terms established by P/PD. 

Step 4. P/PD staff presentation to Economic Development 

Committee (EDC). 

. Step 5. Given approval, assist owner in bidding of work and 

selection of contractor. Given disapproval, assist 

applicant with appeal to full Commission, if desired. 

Step 6. Approval or disapproval of loan by EDC. 

Step 7. Prior to closing of the loan, the following information 

must be submitted and/or executed: 

(See Exhibit H for Pre-closing checklist) 
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A copy of the construction contract between the 

small business and the general contractor 

• 

A copy of the final construction/rehabilitation 

plans stamped by the appropriate local agency - 

(e.g., city building permit department) 

A copy of the Construction Contractors Performance 

Bond (100% Performance, Labor and Material Bond - 

owner as obligee) 

A copy of the building permit 

A letter from an insurance agent, stating that 

fire and hazard insurance will be in effect upcn 

closing of the loan, naming the Agency as loss 

payee to the extent of the Agency's loan amount. 

Insurance should be for the total amount of the 

project. 

A copy of the contractor's workers. compensation and 

Builders Risk Policy. 

A lien form (UCC 1) on all machinery and equipment 

to be held as collateral 
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A promissory note 

• A deed of trust 

• A security agreement 

• A loan agreement 

Step 8. Agency sets up escrow account. 

Step 9. Agency issues proceed order for construction 

Step 10. Contractor/owner obtains necessary permits 

Step 11. Construction inspections performed - progress payments 

issued- . (NOTE: A ten percent retention will be with-

held on all progress payments. This remaining ten 

percent, if unencumbered, shall be paid thirty-five 

(35) days after the recording of the Notice of 

Completion or upon full lien release, whichever 

occurs later. 

Step 12. Assure compliance with federal labor standard provis-

ions and equal employment opportunity requirements. 

Step 13. Agency and/or City/County makes final inspection of 
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completed work. 

Step 14. File Notice of Completion. 

Step 15. Final payment issued. 

SML:j 
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* LOAN APPLICATION  

Nan e of Applicant and Title 

dba (FamiNare)   

Address 

  

  

  

   

 

(No. and Street) 

Contact Person  

Phone Number 

  

(City and State) 	 Zip Code 

    

(Area Code) 

Type of Firm 	  
(Partnership, Sole Proprietorship or Corporation) 

Describe Service or Product 

Years in Business 

Current EMployment 	 Projected Employment 	  

If Corporation, Officers or if partnership, partners: 

	

1. 	 Title 	 Ownership 

	

2. 	 Title 	 Ownership 

	

3. 	 Title 	 Ownership 	 

	

4. 	 Title 	 Ownership 	 

LOAN INFORMATION: 
Tnterest 

Proposed Amount of Loan $ 	 Term Reauested 	 Rate Pecuested 	 

Use of Funds /-2 Acquisition of Land 	ii Expansion 	1-7 R

• 

ehabilitation 

/-2 Acquisition of Building / -2 New Construction / -7 M

• 

achinery/Equipment 

/:2 Soft Costs 

Proposed Uses: Proposed Sources: 
Borrower  
Bank 

 

  

  

SBA 

  

Other 

   

	 Agency  

Total Proposed Uses $ 	  'Total Sources • Ratio of priVate financing to loan request 	to 1 



Application for Funds 
Page TWo 

Source of Loan Repa3Ment 

a) Primary Source 	 

b) Secondary Source 

READINESS OF PROJECT 

Land and/or buildings acquired? 	Yes 	 No 

Zoning and planning approvals 
obtained? 	Yes 	 No 

TPAse commitment firm? 	Yes 	 No 

Lender commitment firm? 	Yes 	 No 

Preliminary Plans completed? 	Yes . 	 NO 

Final Plans completed? 	Yes 	 No 

If plans are not complete, what is the status? 	  

Status of bids 

LENGTH OF PROJECT 

Construction start date 	  

Construction completion date 	  

APPLICANT'S SIGNATURE 	 DATE 	  



EXHIBIT D  

BUSINESS PLAN 

	

1. 	Description of the business  

- Name and location 
- Legal structure 
- Principal owners 
- Nature of Business 
- History of the Business 

	

2. 	Product or Service  

- Describe product line(s) or type(s) of service 
- Describe materials and supply sources 
- Methods of production 
- Quality and cost of product or service 

	

3. 	Market Information  

- Market area and trends 
- Customers and potential new customers 
- Competition, names, locations and size 
- Advantage of your product/service over others 

	

4. 	Advertising  

- Methods of advertising and promotion 
- Sales Methods 
- Pricing policy 
- Customer service 

	

5. 	Facilities  

- Location 
- Size, zoning 
- Age and condition 
- Expansion opportunities 

	

6. 	Management and Personnel  

- Management expertise 
- Key personnel (position, qualifications) 
- Professional services 
- Present and future manpower requirements 
- Personnel Breakdown - skill levels, hours, wage rates, unionization, etc. 
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BUSINESS PLAN (Cont.)  

	

7. 	Benefits to the Community  

- Jobs created/retained 
- Building Rehabilitation 
- Meeting community needs 
- Increased community tax base 

	

8. 	Summary of Future Plans  

- Shortrange and Longrange 
- Expansion 
- Relocation 

The Business Plan will be used to introduce your business to 

prospective lenders. It will show them how well your proposal has 

been thought out. 1 paragraph for each number item should be 

enough. Overall length of 2-5 pages is sufficient. 



BUSINESS PLAN 

DESCRIPTION OF THE BUSINESS  

Acme Sheetmetal, Inc. is a California Chartered Corporation. The 

business structure is as follows: 

Timothy G. Wilson, President 	- 	50Z Ownership 

Marilyn T. Wilson, Secretary 

John B. Smith, Vice-President 	- 50t Ownership 

Eugene W. Carlyle, Treasurer 

The business is located at 123 Main Street in Anytown, Ca. 94000. 

HISTORY OF THE BUSINESS  

The business was established on September 22, 1974. The principal 

owners, Tim Wilson and John Smith, eaCh contributed $10,000 from their 

savings. Additional funding was obtained with an SBA loan of $15,000.00 

which was paid in full in 1975. 	The first two years of operation were 

the most difficult. Sales were hard to develop and paying off the SBA 

loan ahead of schedule resulted in a tight working capital position. But, 

In 1976, the performance of the business began to improve and a steady 

growth in sales and profits is expected to continue into the future.. 

FACILITIES  

The business has been leasing its present facility since 1974, The 

growth in the past three years has led to crowded conditions in the shop 

area. The existing floor plan does not allow efficient use of available 

floor space and precludes further expansion. 

The proposed Butler type steel building to be constructed at 639 

Industrial Street will have 3,600 square feet of shop area and office space. 

A railroad spur, easy freeway access and the availability of local 

skilled labor make it a desirable location. 
- 

PRODUCT AND MARKET  

Acme Sheetmecal mass produces components for the heating and air-

conditioning industry. It also manufactures special sheetmetal ducts 



Page 2. 

and equipment housings for specialized industrial firms and for use in 

agriculture. 

75% of all sales are to 17 major firms in the San Francisco Bay 

Area with additional sales to other firms throughout California. 

Because of space limitations in its present facility, Acme has not 

been able to sec up much needed additional equipment. This has led to 

a backlog in orders and has delayed the introduction of two new product 

lines. 

The growing demand for Acme's products is based on quality and 

competitive pricing. Referrals from existing customers have dramatically 

increased Acme's Market penetration. The move to the proposed new 

location and the acquisition of additional modern equipment will sharpen 

Acme's competitive edge. 

Acme's main competitors are: Sloppy-Fit Duct Company, Ghost Town, 

California and Tin Manufacturing Company, Rustville, California._ 

MANAGEMENT AND PERSONNEL  

The business is managed jointly by the principal owners. Mr. Wilson 

as sumes responsibility for production, quality control, training and 

plant supervision, and Mr. Smith is in charge of purchasing, sales and 

marketing. 

The Company presently employs seven (7) full-time workers. Increased 

production Capacity in the new location will create a minimum of five (5) 

additional jobs. 

BENEFITS TO THE COMMUNITY  

The local community will benefit from this project in several ways: 

Five full-time jobs will be created as a result of the expanded facilities 

and acquisition of machinery and equipment. The expansion of our business 

will provide increased services to the community of this type and will 

serve as an incentive for ocher firms needing our services to locate nearby. 

In addition, a local construction company will receive the contract for 

approximately $60,000 for the construction of the facility. Lastly, the 

community tax base will be raised through the increased value of the 

real property. 
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.---TV61119r 016  ° PROJECTED OPERATING STATEMENT 	FOR 	 AC  lif_SHELIEET  . I  NC  
Wale nnd Address of nusincss) 

1st 
mCNTH 

2nd 
MONTH 

3rd 
MONTH 

4th 
MCNTH 

31h 
MONTH 

6th 
MONTH 

22 000 

11,880 

7th 
MONTH 

25,000  

13,500 

8th 
MONTH 

27,500 

141,850 

12,650 

9th 
MONTH  

30,00Q  

16,20 

13,800 

10th 
MONTH  

30,000  

16,200 

11th 
MOUH  

30,000 

16 200 

13,800 

12th 
MONTH  

30,000 

16,200 

13,800 

Toint. 

i282,000- 

152,280  g 
129,720 	. 

a 

Cross  Sal cs_o_rics1215_, 16,000 

8.640 

16,500 

8,910 

17,000  

9,180 

18,000  

9,720 

20,000 

10,800 
Including Factor)! labor 

Less: 	Cost 	of Coods. Sold 

Gross 	rrofit: . . 7,360 7,590 7,820 8,280 9,200 10,120 11,500 13,800 

Less 	ENpcnscs: 

85  
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85  

200 

85  
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_ 
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200 
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200 
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85 	85 1,020 

,'-.r_cnnniinr. 	T. 	Je„en1; 

.  
AC:ca..d.slur, 

Bad Debts. 
_ 

- 50 - - 50 - - 50 - - 	 50 . 	200 	:...1 w 
DnnrcIntion 625 625 625 625 625 625 625 625 625 625 625 	625 

.c1 
7,500 

insurpnce 300 300 300 J00 300 300 300 300 300 300 300 	300 3,600 	.f.. 

Intercst 100 100 100 100 100 100 100 100 100 100 

	

10C 	100 

	

1,131 	1,133 

o 
1,200 	..... 

	 41 - 
10,664 .... 

w • I ensea)iniet11-_ 100 250 500 750 1,133 1,133 1,133 1,133 1,133 1,133 

ReEntrs I. 	HaIntennnce 250 250 250 250 250 250 250 250 250 250 250 	250 

	

3,000 	g- 

	

3,600 	
u 

• Et'acri.cs_i, wagesito otherAi 300 300 300 300 300 300 • 300 300 300 300 300 	. 	300 

Supplies 600 600 600 600 600 600 600 600 600 600 600 	600 7,200 
..) 	 

	

9,000 	u 
	 ...- 

	

3,000 	'I T-- 
7o 	end end License 75Q 

250 

750 

250 

750  
., . 

250 

750  

250 

750 

250 

750  

250 

750  

250 

750  

251 

750  

250 

750 

250 

750 	750 

250 	250  Travel & Vehicle Expense 
Othcr Expenses: 

•

• 

....-__ 	 'fele 	hone/Tele raOh 	' 100 100 100 100 100 100 100 10C 100 100 
u 

100 	100 	1.200 	.., 

Utilities 250 250 250 250 250 250 -250 251 250 250 250 	251 3,000 

1,800- o "'-----..-•- • 'Misc. 	Expenses '50 150 150 150 150 150 150 150 150 150 151 	151 

icanijkpen:cs: 34860 4,210 4,31 4,51( 5,09_ 4(943 4,893 5,09' 4,943 4,893 
..- 

5,093 	4,943 	56,784 	,ti..,  ,>,.. 
ll 1.3 

(CIfIcor , s &aeries) 
• 1-c24-cc•I&AL. milLi ' 5 51 1 l NI rn,m1 s 2..667 2,667 2 667 

1,643  

2,667  

1,843 

2,667 

2,426 

2.667  

2,276 

2.667 

2,226 

2,66 

2,42 

2 667 

2,276 

2,667  

2,226 

2,667 	2 667 	32,004  

2,426 	2,276 	24,700 
Net 	Profits before Income Inx 

• 
1,193  1,543 

110 
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UM trim tall %NI %A Mid bid 	 MA OW bid 	 bill Mill NO MI 

1979-80  
YEAR 

MONTHLY CASH FLOW PROJECTION 

FOR 
ACME SHEETMETAL, noc. 

1st  2nd 	, 3rd 4th 

8,212 6,435 7,930 9,621 
16,000 16,500 17,000 18,000 

24,212 22,935 24,938 27,621 

8,640 8,910 9,180 9,720 
100 250 500 750 
85 85 85 85 

203 
900 900 

2,667 2,667 2,667 2,667 
250 . 250 250 250 
300 300 300 300 
235 235 235 235 

600 600 600 600 
750 750 750 750 

2,500 

250 250 250 250 

350 350 350 350 
150 150 150 150 

17,777 14,997 15,317 17,007 

6,435 7,938 9,621 10,614 

5th 6th 461 8th ' ,9th 10th 11th ° 	12th TOTAL 

10,614 12,044 16,194 20,024 25,704 32,734 38,864 45,694 
20,000 22,000 25,000 27,500 30,000 30,000. 30,000 30,000 282,000 

30,614 34,844 41,194 47,524 55,704 62,734 68,864 75,694 

10,800 11,880 13,500 14,850 16,200 16,200 16,200 16,200 152,280 
1,133 1,133 1,133 1,133 1,133 1,133 1,133. 1,133 10,664 

85 85 85 85 85 85 85 85 1,020 
200 200 200 . 	800 

900 900 3,600 
2,667 2,667 2,667 2,667 2,667 2,667 2,667 2,667 32,004 

250 250 250 250 250 250 250 250 3,000 
300 300 300 306 300 300 300 300 3,600 
235 235 235 235 235 235 235 235 2,820 

600 600 600 600 .600 600 600 600 7,200 

750 750 750 750 750 750 750 750 9,000 

2,500 

250 250 250 250 250 250 250 250 3,000 

350 350 350 350 350 350 350 350 4,200 

150 150 150 150 150 150 150 150 1,800 

17,770 18,650 21,170. 21,820 22.970 23,070 23,170 22,970 237,488 

12,844 16,194 20,024 25,704 32,734 38,864 45,694 52,724 

Months - 

CASH ON HAND (Beginning of MOnth). 
Receipts 

TOTAL CASH AVAILABLEi 

DISBURSEMENTS; 
Materials and Factory Labor 
Lease Payments 
Accounting and Legal 
Adv,:rtising 
Insurance 
0ff1..:ers' Salaries 
Repairs and Maintenance 
Office Salariea to Others 
Disbursements Against Loans 

Supplies 
Tax and Licensee 
Down Payment on Leased 

Capital 

Travel and Vehicle 
Telephone/Telegraph/ 

Utilities 
Miscellaneous 

TOTAL DISBURSEMENTS; 

CASH POSITION (End of Period) 

Certified as correct and complete to the best of my knowledge. 

Signature 	 Date 



NOTES TO PROJECTED  
OPERATING STATEM.ENT  

1. Gross sales have been projected to increase 41% based on the expanded 
facilities for production, and on the tangible demand for the 	product. 

2. Cost of Goods sold have been estimated at their historic level of 542 of 
gross sales. 

3. Lease payments will increase to $1,133.00 per month as stipulated in 
the lease agreement between WLDC and Acme Sheetmetal, Inc. 	Noce that 
the previous rental. expense of $10,400.00 per year has been deleted 
because the company will not have the need of that facility. 	. 

4. The other accounts will not be directly influenced by the project 
financing, however they will be expected to fluctuate with increases 
in business volume. 

NOTES TO  
CASH FLOW ?RCJECTION  

All cash flow entries have been based on the projected operating state-
ment with the following exception: 

1. The "Downpayment on Leased Capital" account represents Acme -Sheet-
metal, Inc. "cash injection" of 21/2Z of the project. 



ACME SHEETMETAL, INC. 
PROFORMA BALANCE SHEET 
DAY ONE AFTER PROJECT 

(in whole $) 

ASSETS 

Cash 5,712 

Receivables 24,913 

Inventory 29,563 

Other Current 1,490 

Total Current Assets 61,678 

Net Fixed Assets 41,345 

Other Assets 430 

TOTAL ASSETS 103,453 

LIABILITIES 

15,638 Accounts Payable Trade 

Inc. 	Taxes 	Payable 1,410 

Short 	term Debt 	(includnig 	(.PLTD) 3,385 

Total 	Current 	Liabilities 20,433 

Lono Term Secured 2,900 

TOTAL LIABILITIES 23,333 

NET WORTH 

80,120 Capital 

TOTAL NET WORTH 80 120 

TOTAL LIABILITIES & NET 103,453 



basset lyon 

Summary of . Collateral 

OFFERED BY APPLICANT AS SECURITY FOR LOAN AND SEA APPRAISER'S VALUATION REPORT 

EMPLOYER ID NO. 

Name and Address of Applicant: Include Zip Code 	
SBA LOAN NO. 

IMPORTANT INSTRUCTIONS FOR PREPARING THE LISTING OF 

COLLATERAL OFFERED AS SECURITY FOR LOAN 

Page 1. Summary Of Collateral Offered By Applicant A. Security For The Loan: This is a summarization 
of the detailed listing on SBA Form 4. Schedule A. If collateral is to be acquired, with proceeds of loan describe the col-
lateral in detail on an auoclunent to Schedule A with the notation "To be acquired". 

Show exact cost. If wets were acquired from a predecessor company at a price other than cost less depreciation. 

The figures to be entered in the net book value column must agree with the figures shown in the balance sheet, on page 
2 of the application, except for the assets, if any, not being offered as coil 	I and non-business assets, if any, which are 
being offered to secure guarantees. 

If a recent appraisal hu been made of the collateral offered, it should be submitted with the application. 

Any leases on land and buildings must be described, giving date and term of lease, rental, name and address of owner. 

Page 2. Real Estate: 

Item 1 - Land And Improvements: at legal description from deed on the land. location • city where deed is re-
corded. Book and page numbers of Official Records. Describe the land improvements such as paving. utilities, fence, etc. 
I b cost of land when purchased. 

Item 2' Buildings: at general description, describe each building or structure on the land. Include size, type of 
construction, number of stories, date erected, use and condition. bl amount of taxes and the assessed value from tax bills. 

ci  total amount of income received by owner from rental of the described property. (dl cost of building when purchased. 

INADEQUATE OR POORLY PREPARED LOAN APPLICATION AND LISTLNG OF COLLATERAL ON PAGE 
3 WILL CAUSE DELAY IN THE PROCESSING OF LOAN APPLICATIONS. 

Page 3- It is most IMPORTANT that applicants make an ACTUAL PHYSICAL INVENTORY OF THE EQUIP. 
merr being offered as collateral. DO NOT TAKE FROM BOOK RECORDS. Actually list each in accordance with 
the classification. e.g.: 1. Machinery and Equipment: 2. Automotive Equipment: 3. Office furniture and equipment: 4. Other—
jigs, dies, fixtures, airplanes, etc. 

Page 4-  Is • continuation of Equipment being offered. 
Group items in accordance with the above classifications 

Show: manufacturer or make, model and serial numbers, size, year. whether purchased new, used, or rebuilt 
BE SURE ITEMS LISTED CAN BE READILY INSPECTED BY SBA APPRAISERS. 

SUMMARY 
Not to be used 
by applicant 

Item Cost 
Net Boot; value  

1. Land and land improvements 

2. Buildings 

3. Machinery and Equipment 

4. Automotive Equipment 

5. Office furniture and equipment 

. 6. 	Other 

7. Total 

8. Real and chattel mortgages (Not to be 
paid from SBA loan req.) Attach details XXXX 

9. Equity XXXX 

10. To be acquired !Cost) XXXX 

11. Total 
. 

THE APPRAISER CERTIFIES that be has personally and duseemthly inspected the collateral as listed is this Report- Furthermoee, 
as of   the market salute Moo* is the above Suraresry are late sad maseashle as et that date. Additiosal com-
ments are attached is this Repeat. 

IBA Apprauar • Sutwagor• 

EXHIBIT f'  
PAGE I 

I fehmisle A ($.4111 517 no 11111.1* 	 A... 1. ..11 I 



Name and Address of Applicant ( include Zip Code Parcel number 	  SBA LOAN No. 

Title data: 1:1 Title Insurance 0  Abstract 

Other (intlicatel 

Realty in name of 	  

Recorded Boo 	 Page- County 	 

Address of Realty Offered 

Mood' 	Asaegly CI Laser C 	 Tens. 

Loom. if AppliesIgo. 

Ross 

Asmesed Veins 

	

Land. 	 

Improvements 

	

Taxes 		 

PAGE 2 

Real Estate 

OFFERED BY APPLICANT AS mummy FOR LOAN AND SSA APPRAISER'S VALUATION REPORT 

1. Land and land Improvement. (Do not include building' see Sec. 2 below) 

Com.. 	date acquire 

Legal description (Attach if too long) • 

• U a.LIáM. studs Oft 

2. Improvements 	 Cost (If separate from land) S 	  

litaildbig descriptions List each building separately with brief description and dimensions. 
• 

ISA Tem • ikiedtale • (MCI saiviom oiltioft me Maslow 



PA 7Wm 4 SeWAWA A 111441 wwwWws Whims SA enema 

Coed. 
New 
Used 

Rebuilt 
Market 
Value 

Model Sertal 
Number 

NOT TO BE USED 
BY APPLICANT 

The following dertribed chattels are located or headquartered at (include tip Cad e t EMPLOYER ID NO. 

taissitowe st ~we. wis, a,wwwwwwirs abet) 

e the 

I. 

Wane er Flew 

certify that Ma Meru inechisery sad equipintut listing represents as easel physical impalas..y taken as (duel 	  
Mark items I is =hum 2) with MI aatertak if they are 'abject to cooditional bills of sale at Martel =wham taw b411110Ce 011 which will set 
be pabi a from as sew Iowa. Cagey total of sue balms:es to hoe B. pate I ISunasarr(• 

List chattels at different locations on separate sheets. 

• Description of 	  



PACE 1 

Summary of Collateral 

OFFERED BY APPLICANT AS SECURITY FOR LOAN AND SEA APPRAISER'S VALUATION REPORT 

EMPLOYER ID NO 

Name and Address of Applicant: (Include Zip Code) ACM Sheetmetal rnz. 

123 Main Street. Anytown, Ca. 94000 

IMPORTANT INSTRUCTIONS FOR PREPARING THE LISTING OF 

COLLATERAL OFFERED AS SECURITY FOR LOAN 

Page 1. Summary Of Collateral Offered By Applicant As Security For The Loan:  This is a summarization 

of the detailed listing on SBA Form 4, Schedule A. If collateral is to be acquired, with proceeds of loan describe the col. 

lateral in detail on an attachment to Schedule A with the notation "To be acquired". 

Show exact cost. If assets were acquired from a predecessor company at a price other than cost leas depreciation. 

The figures to be entered in dte net book value column must agree with the figures shown in the balance sheet, on page 

2 of the application, except for the assets, if any, not being offered as collateral and non-business assets, if any, which are 

being offered to secure guarantees. 

If a recent appraisal has been made of the collateral offered, it should be submitted with the application. 

Any leases on land and buildings must be described, giving date and term of lease, rental, name and address of owner. 

Page 2. Real Estate: 

Item 1 • Land And Improvements: III legal description from deed on the land - location -city where deed is re-

corded. Book and page 'numbers of Official Records. Describe the land improvements such as paving, utilities, fence, etc. 

lb) cost of land when purchased. 

Item 2. Buildings:  at general description, describe each building or structure on the land. Include size, type of 

construction, numlaer _of stories, date erected, use and condition. (b) Amount of taxes and the assessed value from tax bills. 

IC) total amount of income received by owner from rental of the described property. (d) cost of building when purchased. 

INADEQUATE OR POORLY PREPARED LOAN APPLICATION AND LISTING OF COLLATERAL ON PAGE 

3 WILL CAUSE DELAY IN THE PROCESSING OF LOAN APPLICATIONS. 

Page 3. -  It is most IMPORTANT that applicants make an ACTUAL PHYSICAL LNVE.NTORY OF THE EQUIP. 

MENT being offered as collateral. DO NOT TAKE FROM BOOK RECORDS. Actually list each in accordance with 

the classification. e.g.: I. Machinery and Equipment: 2. Automotive Equipment: 3. Office furniture ,,ad equipment: 4. Other—

jigs, dies, fixtures, airplanes, etc. 

Pare 4. Is a continuation of Equipment being offered. 

Group items in accordance with the above classifications 

Show: manufacturer or make, model and serial numbers, size, year, whether purchased new, used, or rebuilt_ 

BE SURE ITEMS LISTED CAN BE READILY INSPECTED  BY SBA APPRAISERS. 

SUMMARY 
Not to he used 
by applicant 

 Item Coat Net Book Value 

1. Land and land improvements 

2. Buildings 

3. Machinery and Equipment 60,000 45,000 

a. Automotive Equipment 

5. Office furniture and equipment 

6. Other 
.__ 	._...... 	_ 

- 

7. Total 

8. Real and chattel mortgages (Not to be 
paid from SBA loan req.) Attach details XXXX 

9. Equity XXXX 

10. To be acquired (Cost) 95,000 XXXX 

11. Total 
—145,000 45,000 

THE APPRAISER CERTIFIES that he has personally and thorenahl! insperted the collateral u listed in this Report. Furthermore, 

as of   the manes eaters Use. its the above Summary an fai, and reasonable as of that due. Additional cons. 

meets are attached to this Repon. 

UA Atunesee• Dose ot Anon 

94 -000000 
SBA LOAN NO. 



Name and Address of Applicant (include Zip Code) 
ACME Sheetmetal, Inc. 

Parcel number  3972 -050- 20  SBA LOAN Ma 

1_14_44,4Street AnytoWn, Ca. 

Address of Realty Offered 	 
639 Industrial Street 

Title data: 	Tide Insurance 0 Abstract 

0 Other (indicate) 

Realty in name of  Lew Martha Evans 

Anytown, Ca. 94000 Recorded Book 959 	 Pag 717 County  Valley County 

PAGE2 
TO BE ACQUIRED 

Real Estate 

OFFERED BY APPLICANT AS SECURITY FOR LOAN AND SBA APPRAISERS VALUATION REPORT 

1. Land and land improvements (Do not include buildings. see Sec. 2 below) 

ceig_1214229 	To be Acouired 

• 

Legal description (Attach if too long) • 

Lot *7, Block 031 of Jones tract recorded 1932, record book 859, Page 717 Anytown, 
Valley County, Ca. 

Land is vacant, zoned M-1, (light industrial) and has all utilities to the property 
Line. 

If available. attach plat survee. 

2. Improvements 	 Coat (If separate from land) S  5.flf n  
To Be Constructed  

Building description: List each building separately with brief description and dimensions. 

Metal Building, 40 feet X 90 Feet of the Butler type. Facility will be one 
story, insulated to code with 600 square feet of office. Facility to include 
all appropriate heating, wiring, plumbing, water, bathrooms, interior and 
exterior finish, and lighting. Ceilings will be 18', and facility will have 
high loading capability. 

 

Jo. r m v 1 
Amemed Value 

Land  $5.000  

Improvements 	 

Tam $50/vr  

 

!slow* U Apvilvslok. 

 

Ilart 	 Meath CI Aaatualy CI Less. CI 	 Tem. 
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PACE 

Personal Property (Chattels) 

OFFERED BY APPLICANT AS SECURITY FOR LOAN AND SBA APPRAISER'S VALUATION REPORT 

'e !allowing hemeribed chattels ant located or 'aeadquortered at (include Zip Code, EMPLOYER ID NO. 

123 Main Street, Anytown, Ca. 94000 

Abate lacunas is *weed t X I leased I 

94-000000 
SBA LOAN NO. 

It is most 131P.ORTANT that applicants make an ACTUAL PHYSICAL INVENTORY OF TIIE EQUIPMENT 
being offered as collateral. 	DO NOT TAKE FROM BOOK RECORDS. Actually list each item in accordance with the 
classification, e.g. :• I. Machinery and Equipment 2. Automotive Equipment 	3. Office furniture and equipment 

4. 	Other • jip, dies, fixtures, airplanes, etc. 	 • 

Show: manufacturer or make, model and serial numbers, size, year, whether purchased new, used or rebuilt. 

. List chattels at different locations on separate sheets. 

• Dmeripsion of Existina Eanioment Model Serial 
Number 

New 
Used 

Rebuilt 

NOT TO BE USED 
BY APPLICANT 

Coed. Market 
Value r  and 	ixtures • 

ACME Star Lathe B-10 9-476 
Teton Lathe c 200 8-199 
'Filson Lathe 8-40 19416 
ACME Stamping Machine B-80 2-612 
ACME Stamping Machine 8-80 2-140 
Raba Crinder 	_ R-100 922 
Tandy Mfg. Co. Shaper S-240 None 
Tandy Mfg. Co. Shaper 	 . 5-240  

60-T 
None 
114210 ABC Forging Co. Press 

Teton Press 700 8-630 
etc. 
etc. 	 - 
etc. 

-ABM:Typewilter 1000 731 
ABM Typewriter 1000 694 
ACR Adding Machine 	 • 400 27P 

munri Calculator m -7n 71A/44 

(Het depreciated value of the above assets 
is 54b,000 as per the March 31, 1979 statementl 

Carry Totals at Each Catafication to Page I 	 T.sa4 
(Summary ) Lion 1, 4. 5. aed 6. 

INADEQUATE OR POORLY PREPARED LOAN APPLICATION AND LISTING OF COLL-kTER.AL WILL 
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EXHIBIT G 
CREDIT CHECK AUTHORIZATION FORM 

Program Manager Economic Development 
Sacramento Housing and Redevelopment Agency 
630 I Street 
Sacramento, CA 95814 

RE: Credit Check Authorization 

To Whom it May Concern: 

This letter is to give authorization for the Sacramento Housing 

and Redevelopment Agency to initiate a credit check on mv personal credit 

history; the businesss, 

the corPoration, 

  

; and 

 

. Along with the 

     

initiation of a credit history, you are also authorized to check references 

from suppliers ane other creditors. 

Sincerely, 

Signature of Applicant 	 Signature of Spouse 

Name of Applicant (Please print 	Name of Spouse (Please print or 
type) 

Social Security Number 	 Social Security Number 

or type) 

Date of Birth 	 Date of Birth 

Address 

Previous Address 

Nare or Business (Please print or 	Nare of Corporation 
type) 

Address 



EXHIBIT !it 

PRE-CLOSING CHECKLIST 

A copy of the const. contract between the small business 
and the general contractor. 

A copy of the final construction/rehabilitation plans stamped 
by the appropriate local agency - city building permit 
department. 

A-copy of the Construction Contractors Performance Bond 
(100% Performance, Labor and Material Bond owner as obligee). 

A copy of the building permit. 

A letter from an insurance agent, stating that hazard insurance 
will be in effect upon closing of the loan, naming the lender 
as mortgagee. Insurance should be for the total amount of the 
project. 

A copy of the contractor's workmens compensation and Builders 
Risk Policy. 

A lien form (UCC 1) on all machinery and equipment to be held 
as collateral. 
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Certified Development Corporation Budget 

OPTION 1 In-House .  
Overhead @ 162.9% 

Direct 	Fringe @ 32% 	of Direct  

Loan Officer 	$40,000 

Assistant* 	30,000 

Secretarial 	15,000 

	

$85,000 	$27,200 	 $138,465 

TOTAL: 	$250,665 

Furniture (Acquisition) 	$2,000 

Typewriter Rental 	 360 

Travel/Conferences 1 	 1,524 

Supplies (@ $100/mo.) 	 1,200 

Meeting Expenses 2 Stipend 	4,320 

TOTAL: $260,069 (assuming assistant position) 

$170,933 (assuming only executive director and secretary) 

OPTION 2 Contract with Outside Entity 

Executive Director/Loan Officer 

Assistant* 

Secretarial 

Other Expenses: 
.3 Office 

$40,000 

30,000 	Plus 	Fringe @ 	25% 

15,000 

$85,000 	$106,250 

$12,000 

Travel/Conferences 1 1,524 

Supplies 	(@ 	$100/mo.) 1,200 

Meeting Expenses 4 1,200 

Misc. 	(advertising, 	etc.) 2,500 

Legal/Accounting Fees 10,000 

TOTAL: $134,674 (assuming assistant position) 

$ 93,174 (assuming only executive director and secretary) 



Footnotes to Attachment 5  

*This position would not be funded in the first or even 
perhaps the early program years. This additonal staff assistance 
would only be needed once the work volume warranted this increased 
service level. 

1Assumes 100 miles/month @ $.27/mile plus two conferences 
@ $600/each. 

2Assumes $40/meeting stipend for nine loan committee members. 

3 Assumes two offices and one reception area of approximately 
460 square feet @ $1.30/sq.ft. 	Also includes rental of furni- 
ture plus utilities (total: $1,000/mo.). 

4Assumes payment of lunch meal for nine loan committee 
members once per month. 	' 

-2- 
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CITY OF SACRAMENTO 

ANNE RUDIN 
Mayor 

City Hall 

915 I Street. Room 205 

Sacramento. California 9581 4 

(916) 449•5407 

May 3, 1984 

Mr. J. Daniel Kennedy 
Branch Manager 
Small Business Administration 
660 J Street, Suite 215 
Sacramento, CA 95814 

Dear Mr. Kennedy: 

As City Council members representing diverse areas of the 
City of Sacramento which contain businesses in need of 
financial assistance, we view the formation of new Certified 
Development Corporations (CDCs) with the ability to serve 
Sacramento businesses as an item of high importance. 

We are aware that the Small Business Administration is 
interested in the possible certification of at least one 
additional CDC in Sacramento but that formation of more than 
one additional CDC might, understandably, create more com-
petition than the Sacramento market would be able to absorb. 
If this is the case, and since it is likely that some City 
funds will be required to help such a CDC function, at least 
during its start-up period, we respectfully request that the 
SBA hold in abeyance any selection of an additional CDC 
until the City Council has had the opportunity to hold a 
policy debate on the issue. In our opinion, we would prefer 
a CDC which has the representation of groups interested in 
economic development in various parts of the City. 



Joe Serna, Jr. 
Member, City Council 

rict 5 

William Smallman 
City Councilman 
Dis . ,ect 6 

/A -7  
\--tre-r-rcr Wit 
City Cbuncilman 
District 7 

Mr. J. Daniel Kennedy 
May 3, 1984 
?age Two 

While we realize that formation of such a group will be dif-
ficult, given the fragmentation of interests, we think it is 
worth a try when considering the importance of assisting 
businesses throughout the City, particularly in our blighted 
areas. 

We will keep you closely apprised of our progress on this 
issue and would greatly appreciate your cooperation. 

Sincerely yours, 

Anne Rudin 
Mayor 

David M. Shore 
City Councilmember 
District 1 

Grantland Johnson 
Member, City Counci 
Disti4. 2 

T m Chinn 
City Councilman 
District 4 

Lynn Robie 
Member, City Council 
District 8 

-fa-L 0011 as NA  Pope 
City Cour/Cilman 
District 3 



October 15, 1984 

Servinc Sacramento. Placor. Yoic & -7 ! Dora ,- 	, nt:ec 

John Malloy 
Housing & Redevelopment Agency 
631 I Street 
Sacramento, CA 95814 

Dear Mr. Malloy: 

The Sacramento Metropolitan Chamber of Commerce is 
in the process of considering the establishment of a 
non-profit certified development corporation (CDC) (The 
Small Business Administration's 503 Program). The 
purpose of the CDC would be to assist small businesses in 
obtaining loans within the scope of the SBA Program. 
Eligible small businesses would have the helping hand of 
the CDC in packaging, processing, closing and servicing 
their loans. The services offered would also stimulate 
growth, revitalize the commuinity and create employment. 
We envision serving the communities of Yolo, Placer, El 
Dorado and Sacramento County. • The organization of the CDC will have a Board of 
Directors (minimum of 5) and at least 25 members. The 
members should be representative of government, private 
lending institutions and community and business 
organizations. 

While the Chamber Board of Directors have only 
conceptionally approved this endeavor, our necessary 
first step is to establish the CDC membership. 

In this regard we personally would like you to 
consider becoming a membet. The role of the members 
would be to establish policy and guidelines for the CDC 
to follow. There would be no monetary requirements. We 
see a CDC to be a tremendous advantage for our area, and 
your involvement would create the stimulation necessary 
for a successful program. 

••■11f 

41. 
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If you do have an interest, please call Paul Salemi 
at 443-3771 of the Chamber or myself at 441-3664 as soon 
as possible. 

It is hoped that I will be working with you on this 
worthwhile effort. 

Sincerely, 

/i 1,, Law 
 

< O( 	ctitt'  
Glenys M. Zimet-ck 
Chair, CDC Task Force 

GMZ : 3s 



• 
November 29, 1984 

John Malloy 
Housing & Redevelopment Agency 
630 I Street 
Sacramento, CA 95814 

Dear Mr. Malloy: 

Just a note to advise you that we are continuing our 
effort in the formation of the proposed Certified 
Development Corporation. 

The City Planning and Community Development 
Committee and the Sacramento Housing and Redevelopment 
Economic Development Committee are jointly analyzing 
options for business development and loan packaging 
assistance to businesses in the service area. The 
results will be valuable to 'us and when completed we will 
be able to develop our strategy in pursuit of 
certification. 

The analysis should be completed by the joint 
committees in January 1985. 

Sincerely, 

Q4V-11m1k, Chair 
CDC Task Force 

GZ:js 

ACCREDITED 
awoommo 

917 7th Street • P.O. Box 1017 • Sacramento, California 95805-1017 • (916) 443-3771 



Received in E.D.'s Office 
John Molloy.  
Director, Planning and 
Policy Development 
Sacramento Housing and 
Redevelopment Agency 
630 I Street 
Sacramento, CA 95814 

Dear John, 

jP.N 	19S5 

SACRAMENTO HOUSING AND 
REDEVELOPMENT AGENCY 

It has been some time since I discussed with you The Chambers interest 
in forming a Certified Development Corporation (CDC). 

While there is still much to be accomplished, the task force has ful-
filled many of the requirements. As a result of our efforts, and considering 
our priority target area (blighted commercial strips) we are more than con-
vinced that there is a need for a CDC and our interest has magnified in 
pursuing certification. 

Although the SBA requires a membership of only 25, we have over 50 
potential members and the list is growing with interested parties. 

I will keep you advised of our progress and look forward to hearing 
from you in the near future. 

Respectfully Yours, 

Paul Salemi 
Director, Government Affairs 

ACCREDITED 
cm.....mommum 

917 7th Street • P.O. Box 1017 • Sacramento. California 95805-1017 • (916) 443-3771 
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ATTACHMENT 7  

November 15, 1984 

To: 	Overall Economic Development Program Committee 
And Interested Agencies 

From 	Richard L. Wolgamott 

Subject STRUCTURE FOR ECONOMIC DEVELOPMENT IN SACRAMENTO 

The following material is a STAFF DRAFT. It does not constitute county policy 

nor does the County Executive's Office necessarily support any of the ideas 

contained herein. The purpose of this paper is to give an overview of our eco-

nomic development process and to explore possible future options. Your response 

to these ideas is encouraged. Any comments received prior to November 15, 1984 

will be collected and mailed out to the OEDPC for - its consideration. The agenda 

for the meeting of November 21, 1984 is to develop a specific recommendation for 

future economic development structures that will be sent to the Board of Super-

visors and City Council in early December for their consideration. 

I. 	What's Happening--Economic Development in Transition 

A. Priorities are changing: 

For many years, economic development was a low priority item in . local 

government circles. It was not a mandated government function for the 

Representing 
County of Sacramento; City of Sacramento; Cities of Folsom ;  Isieton and Galt; Minority Communities; Business; Labor; 

Finoncioi Institutions; Education; Public Utilities, Agriculture; Transportation; Environmental Concerns; Low Income Citizens 
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City or the County, and there was no significant community pressure • 

for economic growth. In the late 70's, the Overall Economic Develop-

ment Program Committee was created in order for jurisdictions within 

Sacramento County to be eligible for Economic Development Administra-

tion programs. When the recession of the early 80's hit, local gov-

ernment began to be aware of the relationship of the "local economy" 

and things which are of prime importance to government; i.e., sales 

and property tax revenues, and the demand for welfare, health, and law 

and justice services created by unemployment. Perhaps for the first 

time, Sacramento realized that it is vulnerable to economic swings and 

that strengthening the local economy is more important to local gov-

ernment than was once thotght. 

• Growth has steadily accelerated and the .community has begun to see 

itself as a potential industrial and business center. Some are con-

cerned about the rate of growth. Questions are being raised about our 

ability, as a community, to respond to growth so that our quality of 

life can be maintained and growth can be sustained over the long haul. ' 

We have seen the problems of the Silicon Valley and we want to avoid 

them. At the same time we want to move forward and be a progressive 

community. Clearly there, is an urgent need to effectively plan our 

growth rather than reacting to it. 
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The Board of Supervisors and City Council have become sensitive to 

these growth concerns and have scheduled six joint workshops on major 

•growth issues. 	The objective of these workshops is to evaluate 

present policies and procedures, and identify any needed changes. The 

workshops are somewhat motivated by specific projects near jurisdic-

tional boundaries (Natomas, Laguna) but there is also an awareness of 

an ongoing need to work together more closely. The demands created by 

growth do not respect political boundaries. The policies and proce-

dures of both jurisdictions need to be mutually supportive. The six 

workshops are scheduled for completion in December 10, 1984 with the 

topic "What Next?" 

The OEDPC has always been charged with the task of coordinating eco-

nomic development in the community. This job is complicated by the 

fact that there are literally dozens of public and private agencies 

involved in some aspect of economic development in Sacramento. Each 

agency has a separate funding source and basically operates indepen-

dent Of the others. The OEDPC does adopt an annual plan which seeks 

to establish community goals and OEDPC staff meet with other agency 

staff to discuss specific projects and develop improved agency coordi-

nation. However,  there are no mutually accepted community economic  

development goals. 

• 
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Each agency relates its programs to its own funding source. If those 

programs happen to coincide with the general community goals in the 

annual plan adopted by the OEDPC it is strictly serendipity. I am not 

aware of any antagonism by agencies to the annual plan nor am I aware 

of agencies adjusting their programs to correspond to its goals. In 

short, . the annual plan is not taken.very seriously. It . is a document 

basically designed to continue EDA grant eligibility, not a genuine 

blueprint for economic development in the community. The OEDPC as a 

body has no power to carry out its coordination function. There cur-

rently is no comprehensive plan for economic growth and development in 

Sacramento. 

B. Financing is changing: 

The fiscal resources available to the OEDPC for program implementation 

are undergoing changes: 

1. There has been a steady drop in EDA Title I grant funds as the 

Reagan Administration seeks to terminate the program. -Congress'is-

in favor of the program and it has managed to limp along. The 

future is uncertain. 
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2. Recent federal law has placed restrictions in the amounts, use,- 

and arbitrage earnings of industrial development bonds. This tool 

is still useful for large projects but will be reduced further at 

the end of 1986 and is scheduled for elimination the end of 1988. 

3. State Enterprise Zones is a new tool that could be administered by 

the OEDPC. It also could be administered through the CDBG staff 

because of its neighborhood orientation. Other government pro-

grams, UDAG, PIC, and CDBG have experienced some change but are 

more "healthy : 1  than EDA or IDB's. 

C. New Plans and Planning Bodies: 

The term of the current OEDPC members  expires December 31, 1984. 

There is a core of interested and informed members who likely would 

request reappointment if they believed the Committee to be effective. 

However, if fiscal resources continue to be reduced and if there is no 

broad support for communitywide economic development planning and 

program coordination, there seems little reason to continue the OEDPC 

in its present form. The OEDPC seems to be saying that comprehensive - 

planning and coordinated program implementation must be done if quali- 

ty of life and sustained growth are going to occur. If the Board of 

Supervisors and City Council do not want.  the OEDPC to carry out these 

functions then some agency, must be designated to do them. 
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The SACTO leadership is in transition. While SACTO is only one of 

many economic development agencies, it does get a lot of publicity 'due 

to the nature of its work (selling the community to outside firms). 

In addition, SACTO is unique in that it receives both public and pri-

vate funds. This time of transition presents an opportunity for SACTO 

to evaluate its policies and its relationship to other economic devel-

opment agencies in the community. 

The Metropolitan Chamber of Commerce  is developing its Strategic Com-

munity Plan. This document is scheduled for, completion An early .1985 

and endeavors to: 1) focus public and private sector efforts on key 

issues affecting the future of the Sacramento Area; 2) improve public 

and private sector communications on community development programs; 

3) engage the private sector in an more active and positive involve-

ment in the local government process. 

The Downtown Redevelooment  Plan is nearing completion. The Light Rail 

System is under construction. These projects represent a significant 

change potential for the central business district. 

All of the above activities clearly set the stage for economic devel-

opment decision making as a whole. It is difficult to imagine a more 

Propitious scenario for cooperation and change than currently exists. 

How shall we respond to the unique opportunities afforded us over the 
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next several months? Clearly Sacramento is becoming a more sophisti-

cated city and we are at a watershed point in our evolution. What 

policies and structures shall we establish to shape the direction of 

our growth? What roles should be played by governments and the pri-

vate sector? 

II. The Basic Decision 

Is there broad based support to establish community economic development 

goals, a 'strategy for achieving them, and a structure for implementing 

them? OR Shall we continue our present process of basically fragmented 

programs which do accomplish some good but are 'considered by many to be 

inadequate to respond to the challenge of significant growth and competi-

tion from other communities? 

If Sacramento chooses the comprehensive approach, then clearly some type 

of body would have to be created to develop community goals, and strate-

gies for meeting those goals. Such a body would seem to require the fol•

lowing characteristics: 

I) be public, private, and multi-jurisdictional 

2) have some clout 

'3) be jointly funded 

4) have adequate staff and fiscal resources to 
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discharge its responsibilities. 

If these basic characteristics are not present then the comprehensive 

approach will most likely not succeed. 

If Sacramento chooses to continue the present economic development pro-

cess, then consideration should be given to at least combining some gov-

ernment programs in order to reduce fragmentation. 

A. A Model For The Comprehensive Approach 

The City of Chicago has established 	a 	successful 	model 	of 

public/private economic development coordination. It has created the 

"Mayor's Council of Manpower. and Economic Advisors" which is made up 

of community leaders in business and government. This body functions 

as the OEDPC, does the annual plan, coordinates the implementation of 

programs, and allocates the economic development portion of the feder-

al grants (EDA, CDBG, PIC). If such a body were created in 

Sacramento, it might include: 

Chairperson 	 Board of Supervisors 

Mayor 	 City of Sacramento 

Chairperson 	 Metropolitan Chamber of Commerce Board 

Chairperson 	 SACTO Board of Directors 
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President 
	

California State University, Sacramento 

Chairperson 
	

SETA/PIC Board 

Chairperson 
	

SHRA Commission 

At large business representative 

At large labor representative 

Others? 

Such an agency might be responsible for the following: 

1. Develop community economic development goals and policies based on 

an analysis of the local economy, its labor force, its restraints, 

and its potential for development. 	Comments would be received 

from full boards of all agencies who make up this economic devel-

opment body. Final approval of these goals and policies would be 

by the Board of Supervisors and the City Council. 

2. Develop a comprehensive OEDP which would outline a specific strat-

egy for meeting goals of No. I above. The strategy would be con-

sistent with policies approved in No. I and would identify primary 

agencies and programs responsible for plan Implementtion. 	The 

approval process for the OEDP would be the same as for the commu-

nity goals and policies described in No. I. 
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3. Each implementing agency would be asked to submit its annual plans 

and policies to the communitywide body for comment and determina- 

- tion that agency plans and policies are consistent with community 

goals, policies and the OEDP. 

4. Coordinate the implementation of the OEDP by the various agencies. 

This probably would consist of close cooperation and•regular meet- , 

ings of .staff of the communitywide body and each implementing 

agency to enable cooperation and mutual support at the project 

level. 

5. The communitywide body could also be responsible for implementing 

the various government funded economic development tools (CDBG, 

UDAG, PIC, EDA, IDB) or these could continue to be administered by 

existing agencies. Major planning and zoning actions should be 

reviewed by the community economic development body to evaluate 

consistency with community economic goals and policies. 

6. The communitywide economic development body could sponsor an annu-

al workshop to keep the community informed of economic development 

issues, the strategies of the OEDP, and the various tools avail-

able to carry out the goals. This workshop would be of particular 

. value to the bankers, developers, attorneys, non-profits, and 

other parties who contribute to the economic development process 
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but are not represented on the communitywide economic development 

body. 	An important by-product of this annual workshop is the 

fostering of real community identity, pride, and unity of purpose. 

7. The communitywide economic development body would require adequate 

staffing to carry out its responsibilities. Funding could come 

from contributions of member agencies: City, County, PIC, CDBG, 

private sector, etc. and could include both cash and in-kind ser-

vices. In addition, it is likely that such a body could obtain an 

EDA 302(a) planning grant to cover some of its costs. Fees from 

IDB projects would also be a potential revenue source. Staff 

could be located in the City, County, or SHRA. civil service sys-

tem. 

8. The economic development body should be formed with sufficient 

standing and dignity to effectively influence business and govern-

mental decisions. 

B. The Non-Comprehensive Approach 

If the decision makers elect to continue economic development in the 

Same basic pattern as is now being done then a communitywide economic 

development body would not be created. Some consolidation of 

government programs, however, could result in improved efficiency. An 

approach to this might be: 



Page 12 

1. Combine the OEDPC and the SHRA Commission into one body. The SHRA 

Commission is already responsible for CDBG economic development . 

programs, UDAG, and redevelopment.. Adding the task of preparing 

an annual OEDP in order to maintain EDA eligibility would not be 

too onerous since an annual CDBG plan is already prepared by 

existing staff. In addition,. most of the EDA Title I projects of 

late seem to be generated by SHRA. 

2. The new State Enterprise Zone program could also be administered 

by SHRA if Sacramento is successful in competing for a grant 

award. 	It would also be logical to move the economic development 

portion of the PIC program to SHRA although this may not be polit-

ically feasible. If all of these actions were to occur, SHRA may 

want to reorganize to create an economic development department 

within its organizational structure. 

. 

• 	Summary 

Each of the two suggested - models could have many variablesand. I have not 

elaborated on those. My purpose is to outline the current situation, 

frame the basic issue, and offer a general suggestion for each of the two 

possible paths: Again, your input is encouraged so that the thoughts of 

all the economic development players can be incorporated into the 
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RICHARD L.(1-110 -aAITOITT 
Senior Administrative Analyst 
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decisions of the Board of Supervisors and City Council. The deadline for 

input to me is November 15, - 1984. 	The OEDPC will meet to develop its 

recommendations on November- 21, 1984, 12:00 Noon, Seventh Floor of the - 

County Administration Building. All are welcome. 

RLW:jb/dw (afa2034) 


