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Description/Analysis 

Issue: The California Musical Theatre (CMT) is host to a wide range of quality events in this 

community such as Music Circus, The Broadway Series, Cosmopolitan Cabaret and several 

educational programs.  Sacramento, while still one of the highest grossing revenue cities in the 

country in the theatre industry, faces reduced ticket sales.  CMT is projected to experience a 

cash flow shortfall during the next three years.

Staff recommends the City enter into a revolving loan agreement with CMT.  Through this 

agreement, the City will make available to CMT up to $300,000 at any given time over the next 

three years.  The loan will be repaid with interest.  The funding for the loan currently rests in 

the Community Center Theater Renovation Project (M17100100).  Staff recommends 

transferring $300,000 from this project to the Community Center Fund (Fund 6010) to finance

the loan.

Staff further recommends a team of representatives from the City Treasurer’s Office, Finance 

Department, Sacramento Community Center, and Sacramento Metropolitan Arts Commission 

technical assistance staff review operations and cash flow on a quarterly basis to determine 

whether loaning funds to CMT remains financially sound.  If the City determines that loaning 

funds to CMT is no longer fiscally prudent, the City may terminate the loan agreement.  At the 

City’s option, the outstanding balance of the loan shall be due.

Policy Considerations: The City of Sacramento has a long history of supporting and investing 

in local cultural activities.  Rather than requesting direct financial support, this report 

instead requests a loan to CMT, to be fully repaid within three years with operational 

revenue.

Environmental Considerations: Under the CEQA guidelines, California Code of Regulations, 

title 14, section 15301, the proposed activities are categorically exempt from CEQA 

review.

Sustainability: Not applicable.

Commission/Committee Action: None

Rationale for Recommendation: Annually, CMT’s total revenues exceed $14 million and they 

employ over 550 people.  Approximately 285,000 people attend CMT’s events each year.  

CMT also pays the Sacramento Convention Center roughly $800,000 each year in rent and 

related performance costs for the Community Center Theater.  Current bond payments made 

by CMT for the H Street property improvements are approximately $900,000 per year, with the 

City and County each providing $66,000 in funding.  The continued success of CMT is 

important to the City.

In December 2010, CMT adopted a recovery plan for FY2010/11 and FY2011/12 to restructure 

their organization and operations to balance costs with attendance levels.  These changes 
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include salary reductions and reduction of production weeks for the Broadway Series.  Cash 

flow is projected to be at its lowest level in August 2011.  CMT is unable to secure a bank line 

of credit.

City Council has previously authorized loans, most recently a loan to the Sacramento Region 

Sports Education Foundation in March 2010 for the World Masters Athletics Championships to 

be held this summer.  Prior to that, a loan was made to the Sacramento Traditional Jazz 

Society in February 2003.

Financial Considerations: Staff is recommending defunding the Community Theater Renovation 

Project (M17100100) by $300,000 and using those funds to extend a revolving loan to CMT for the 

next three years in an amount up to $300,000.  Staff further recommends that the revolving loan 

agreement between CMT and the City be executed concurrently. Exhibit A provides the Loan

Agreement.

Relevant terms of the agreement include:

 Loan.  Through the agreement, the City establishes for a period extending from July 1, 2011,
to April 15, 2014, a credit limit with a principal amount not to exceed $300,000.

 Draws.  CMT may request a draw on the credit line once per calendar quarter, in multiples of 
$50,000.  No draw, when added to the outstanding balance, shall exceed $300,000.  No draws 
may be made after April 15, 2014.

 Promissory Note.  The loan shall be evidenced by a promissory note.

 Interest.  Interest on each draw shall accrue from the day of the disbursement at a percentage 
rate equal to the City’s annual earnings rate on Pool A funds for the previous fiscal year, plus 
two percentage points, per annum.  The Pool A rate for FY10 was 1.97 percent.  Interest shall 
be computed on the basis of a 360-day year.  Interest shall continue to accrue on each draw 
until it is repaid in full.

 Repayment.  The fiscal year runs from July 1 through June 30. All draws and accrued interest 
shall be repaid no later than June 30th of the fiscal year in which the funds are borrowed.  A 
late charge of five percent (5%) will be applied to any draw not repaid within ten (10) days of 
the due date.  Borrower may repay all or a portion of the outstanding loan balance at any time 
prior to the due date without penalty.

Under the agreement, CMT is required to submit quarterly financial and operational reports.  Based 

on these reports, the City, in its sole discretion, may cease distributing further funds if it determines 

CMT is not meeting its fiscal performance targets.  Further, prior to the release of any funds, 

representatives from the City Treasurer’s Office, Finance Department, Sacramento Convention 

Center, and the Sacramento Metropolitan Arts Commission technical support will review and analyze 

the current financial position of CMT, their updated operational projections, and cash flow 

requirements.  
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It is projected that CMT’s revenues are adequate to fully repay all draws on the loan within the fiscal 

year in which the money is borrowed.  Additionally, the promissory note will be secured by a deed of 

trust (subordinate to the bonds) on the Music Circus property.

Emerging Small Business Development (ESBD): No goods or services are being purchased 

as a result of the agreements.
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Background

A study done by Americans for the Arts documents the key role played by the nonprofit 
arts and culture industry.  The arts and culture industry is an economic driver in 
communities – a growth industry that supports jobs, generates government revenue and 
serves as a cornerstone of tourism.  The arts are an essential piece of a vibrant downtown 
nightlife and play an important role in the cultural and creative life of area residents.

Unfortunately, the theatre industry nationwide is experiencing reduced ticket sales in most 
metropolitan areas.  Sacramento, while still one of the highest grossing revenue cities in 
the country, faces the same challenge. CMT is projected to experience a cash flow 
shortfall during the next three years and has been unable to secure a bank line of credit.  

CMT has been operating from advance ticket sales since 2008.  While not an ideal 
practice, this is the norm within the performing arts industry.  A change to CMT’s business 
model would be prudent.  Recognizing the impact of the recession, CMT has adopted a 
recovery plan that balances costs with attendance levels to ensure profitability.  Still, cash
flow is predicted to be at its lowest level in August 2011.  CMT’s recovery plan includes the 
following organizational changes:

 CMT reduced administrative expenses by nearly 37 percent since 2009 and 
forfeited salaries by almost 40 percent and benefits by 9.5 percent.  Front desk 
reception duties are now being covered entirely by community volunteers.

 CMT management has actively reduced operating costs for productions whenever 
possible.  CMT has determined that there is currently not enough box office 
demand to sustain two-week engagements for their Broadway Series productions.  
The length of productions will be reduced to one week for the 2011-12 season to 
lower production costs.  Exceptions will be made for productions deemed as 
“blockbuster” titles that have proven records in other markets.  As an example, the 
Broadway hit musical Wicked will qualify for an extended run and be presented over 
four weeks.  The goal is to reach 90 percent capacity for a one-week run on a more 
consistent basis.

 CMT’s marketing strategy will continue with early efforts focused on season 
subscriptions and group ticket sales with a goal of 8,500 subscribers in 2011-12.  
Single ticket campaigns will commence approximately one month prior to opening 
night for each production.
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RESOLUTION NO. 2011-

Adopted by the Sacramento City Council

April 26, 2011

AGREEMENT AND LOAN DOCUMENTS WITH CALIFORNIA MUSICAL THEATRE

BACKGROUND

A. The California Musical Theatre (CMT) is host to a wide range of quality events in this 
community such as Music Circus, The Broadway Series, Cosmopolitan Cabaret and 
educational programs.  CMT is projected to experience a cash flow shortfall during 
the next three years. 

B. The arts and culture industry is an economic driver in communities – a growth 
industry that supports jobs, generates government revenue and serves as a 
cornerstone of tourism.  

C. The City’s Community Center Fund (Fund 6010), by defunding the Community 
Center Theater Renovation Project (M17100100), will make available to CMT up to 
$300,000 at any given time over the next three years.  The City and CMT will enter 
into a revolving loan agreement (Exhibit A) that establishes a repayment plan, with all 
funds to be repaid no later than June 30, 2014.  CMT will pay interest on the 
borrowed funds equal to the City’s annual earnings rate on Pool A funds for the 
previous fiscal year, plus two percentage points, per annum.

D. The loan will be evidenced by a promissory note and secured by a deed of trust on 
the Music Circus property.

E. The loan agreement includes reporting and oversight components.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL 
RESOLVES AS FOLLOWS:

Section 1. The City Manager or his designee is authorized to defund the Community 
Center Theater Renovation Project (M17100100), amend the Capital 
Improvement Program (CIP) Budget, and place the funds in the Community 
Center Fund (Fund 6010) to be used for a revolving loan to the California 
Musical Theatre.

Section 2. The City Manager or his designee is authorized to make necessary budget 
adjustments when funds are loaned and when the loan is repaid.  

Section 3. The City Manager or his designee is authorized to execute the loan
agreement with the California Musical Theatre, shown in Exhibit A, in an
amount not to exceed $300,000 for the funding of CMT’s ongoing operations.

7 of 21

LResurreccion
New Stamp



Section 4. The City Manager or his designee is authorized to loan funds to the 
California Musical Theatre pursuant to the loan agreement.

Section 5. Exhibit A is a part of this Resolution.
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Exhibit A
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