
James Sanchez, City Attorney Shirley Concolino, City Clerk Russell Fehr, City Treasurer

John F. Shirey, City Manager

Meeting Date: 3/25/2014

Report Type: Consent

Report ID: 2014-00147

Title: Extend Line of Credit with California Musical Theatre

Location: District 3

Recommendation: 1) Pass a Motion authorizing the City Manager or his designee to 
execute the first amendment to City Agreement 2011-0572 (“Agreement”) with the
California Musical Theatre ("CMT") to extend the drawn down period on the Loan to CMT 
to April 15, 2017; and 2) pass a Resolution authorizing the City Manager or his designee 
to a) appropriate from the available fund balance of the Community Center Fund (Fund 
6010) to fund the revolving loan to CMT in an amount not to exceed $300,000 in 
accordance with the Agreement; and b) make necessary budget adjustments when 
funds are loaned and repaid under the Agreement.

Contact: Rebecca Bitter, Interim Director, (916) 808-5047; Eva Chiang, Administrative 
Officer, (916) 808-5898, Convention, Culture and Leisure

Presenter: None

Department: Convention Culture & Leisure

Division: CCL Administration

Dept ID: 17001011

Attachments:

1-Description/Analysis

2-Resolution

3-Exhibit A - First Amendment to C2011-0572

4-CMT Update as of Nov 2013
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Description/Analysis 

Issue Detail: In 2011, the city council authorized the execution of City Agreement 
2011-0572 (“Agreement”), with the California Musical Theatre (“CMT”), which extended 
a $300,000 line of credit to CMT (“Loan”) to cover potential cash-flow shortages over the 
following three years (to April 15, 2004).  To date, CMT has never drawn on the Loan.  
While the economy and CMT’s financial outlook has improved since the execution of the 
agreement, CMT’s cash flow remains precarious.  Accordingly, CMT is requesting, and 
staff is recommending, that City Council authorize amending the Agreement to extend 
the draw-down period on the Loan for an additional three years to April 15, 2017. 

Policy Considerations: The City of Sacramento has a long history of supporting and 
investing in local cultural activities.  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.

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: CMT’s continued success and operation is important 
to the City not just from a cultural arts perspective, but a fiscal perspective as well.  
CMT’s total annual revenues exceed $12 million, while providing employment to over
520 employees. Approximately 223,000 people attend CMT’s events each year.  CMT 
also pays roughly $900,000 each year in rent and related performance costs to the 
Community Center Fund for use of the Community Center Theater.  Current bond 
payments made by CMT for the H Street property improvements are approximately 
$1,050,000 per year, with the City and County each contributing $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 included salary reductions and reduction of production weeks for the 
Broadway Series.  Since then additional progress has been made to stabilize the 
organization as described in Attachment 2.

This report requests the extension of the Loan to April 15, 2017.

Financial Considerations: Instead of defunding the Community Theater Renovation 
Project (M17100100) by $300,000 and using those funds to extend a revolving loan to 
CMT as Resolution No. 2011-259 suggested, staff recommends directly appropriating the 
available fund balance of the Community Center Fund (Fund 6010) for an amount up to 
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$300,000 for the next three years through April 15, 2017.  The funding will only be used 
if CMT makes any draws against the Loan.  

CMT may request a draw on the Loan once per calendar quarter, in multiples of 
$50,000.  No draw, when added to the outstanding balance, shall cause the Loan total to 
exceed $300,000.  No draws may be made after April 15, 2017.  Under the Agreement, 
CMT is required to submit quarterly financial and operational reports.

As originally contemplated by the Agreement, the Loan will continue to be evidenced by 
a promissory note and secured by a deed of trust on the property owned by CMT located 
at 1422 G Street.

Local Business Enterprise (LBE): No goods or services are being purchased as a 
result of the agreements.
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RESOLUTION NO.

Adopted by the Sacramento City Council

March 25, 2014

EXTEND LINE OF CREDIT WITH CALIFORNIA MUSICAL THEATRE 

BACKGROUND

A. The arts and culture industry is an economic driver in communities – a 

growth industry that supports jobs, generates government revenue,

and service as a cornerstone of tourism.

B. In 2011, the City Council authorized the execution of City Agreement 

2011-0572 (“Agreement”), with the California Musical Theatre 

(“CMT”), which extended a $300,000 line of credit (“Loan”) to CMT to 

cover potential cash-flow shortages over the following three years (to 

April 15, 2014).  To date, CMT has never drawn on the Loan.  

C. While the economy and CMT’s financial outlook have improved since 

the execution of the agreement, CMT’s cash flow remains precarious.  

Accordingly, the City Council, concurrent with this Resolution, has 

authorized the first amendment to the Agreement to extend the draw-

down period on the Loan for an additional three years to April 15, 

2017 (agreement attached as Exhibit A). 

D. In Resolution No. 2011-259, the $300,000 line of credit to CMT is 

supported by defunding the Community Theater Renovation Project 

(M17100100) by $300,000.  Instead of defunding M17100100 to fund 

the extension of the draw-down period, staff recommends 

appropriating directly from the available fund balance of the 

Community Center Fund (Fund 6010) in an amount up to $300,000 

when CMT makes draws against the line of credit.  The Community 

Center Fund has a healthy fund balance. As of the beginning of 

FY2013/14, its fund balance is $1,752,000.

BASED ON THE FACTS SET FORTH IN THIS BACKGROUND, THE CITY 

COUNCIL RESOLVES AS FOLLOWS:

Section 1. The City Manager or his designee is authorized to appropriate 

from the available fund balance of the Community Center Fund

(Fund 6010) to fund the revolving loan to the California Musical 
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Theatre in accordance with the First Amendment to City Loan 

Agreement 2011-0572 (attached as Exhibit A).

Section 2. The City Manager or his designee is authorized to make 

necessary budget adjustments when funds are loaned and repaid

under the Agreement.
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