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Description/Analysis 

Issue Detail: The City leases its historic PG&E Power Station B building and surrounding property at 
400 Jibboom Street (the “Site”) to Powerhouse Science Center (“PHSC”) under a 55-year ground 
lease. It has operated as the Discovery Museum in a City-owned and supported facility at 3615 
Auburn Boulevard for over 60 years.  The PHSC has outgrown the 11,000 square foot facility and is 
working to develop new science center at the Site.  

As a result of past uses, the Site is contaminated with petroleum byproducts and heavy metals.  In 
order to redevelop the Site into a premier science center, the Site must first be remediated.  The City 
is preparing to undertake a cleanup project to excavate potentially contaminated soil from the interior 
of the historic Power Station B building, test the soil to determine the appropriate landfill for disposal, 
dispose of the contaminated soil, and shore up the building in approximately 26 locations. The total 
cleanup project budget is $720,000.  To assist with the cost of remediation, the City applied for and 
was awarded a $200,000 grant from the U.S. EPA and a $150,000 grant from the State Department 
of Toxic Substances Control. The PHSC is providing $60,000 to match the two grants and the City 
has provided $10,000 of in-kind staff services as match; however, a funding gap of approximately 
$300,000 still remains to complete the cleanup project.
  
The PHSC is willing to reimburse the City for up to $300,000 of the funding gap. To raise the 
$300,000, PHSC has submitted an application for a loan from the City’s Brownfields Cleanup 
revolving loan fund program (the “BCRLF Program”). In 1997, the City established BCRLF Program, 
which was funded by the United States Environmental Protection Agency (EPA).  The purpose of the 
City’s BCRLF Program is to provide loans and sub-grants to qualified projects to assist with the 
investigation and cleanup of contaminated sites within the City.  Examples of other projects that have 
been recipients of BCRLF funds include the Warehouse Artist Lofts and Curtis Park Village. In 
accordance with the City Council approved BCRLF Implementation Plan/Loan Policies and 
Procedures Manual (Resolution 2009-002), the PHSC loan application has been reviewed and 
recommended for approval by a loan committee.  

The Reimbursement and Loan Agreement for Site Remediation memorializes the $300,000 loan and 
PHSC’s obligation to reimburse the City for up to $300,000 to close the funding gap for the cleanup 
project. 

Staff is scheduled to return to City Council on June 23, 2015 to award a contract for the cleanup 
project.
  
Policy Considerations: The reuse of the former PG&E Power Station B property as a science center 
is consistent with the 2035 General Plan, the 2013 Economic Development Strategy, the River 
District Specific Plan, the Sacramento Riverfront Master Plan and prior actions taken by the City 
Council in support of the PHSC Project. 

Economic Impacts:  The cleanup project is estimated to create 1.78 total jobs (1.02 direct jobs and 
.76 jobs through indirect and induced activities) and create $274,864 in total economic output 
($173,249 of direct output and another $101,615 of output through indirect and induced activities).  

The indicated economic impacts are estimates calculated using a calculation tool developed by the 
Center for Strategic Economic Research (CSER).  CSER utilized the IMPLAN input-output model 
(2009 coefficients) to quantify the economic impacts of a hypothetical $1 million of spending in 
various construction categories within the City of Sacramento in an average one-year period.  Actual 2 of 30
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impacts could differ significantly from the estimates and neither the City of Sacramento nor CSER 
shall be held responsible for consequences resulting from such differences.

Environmental Considerations: The project is subject to review under the California Environmental 
Quality Act (CEQA). On June 1, 2010, City Council adopted the Mitigated Negative Declaration and 
Mitigation Monitoring Plan for the Robert T. Matsui Waterfront Park Master Plan Amendment, which 
included development of the Powerhouse Science Center Project (Resolution 2010-0296).  The 
action implements the project as considered in the Mitigated Negative Declaration.  Section 15162 of 
the CEQA Guidelines provides that an additional Negative Declaration need not be prepared unless 
subsequent changes are proposed in the project, substantial changes occur with respect to the 
project circumstances, or new information of substantial importance to the project becomes known or 
available. As none of the conditions listed above relating to Section 15162 exist; additional 
environmental review is not required. 

Under National Environmental Policy Act (NEPA), Sacramento Housing and Redevelopment Agency 
(SHRA), as the delegated Responsible Entity for HUD, completed preparation of an EA pursuant to 
24 CFR 58.36 and approved a FONSI for the project on July 21, 2010. After completion of the 15-day 
review period and consideration of the comments, SHRA on behalf of HUD submitted a Request 
Release of Funds (RROF) along with the environmental documentation to HUD.  HUD approved the 
RROF on August 23, 2010. Therefore, environmental review under NEPA is complete.

Sustainability: The reuse of a brownfields site will meet the sustainability goal of reusing 
underutilized properties.  Additionally, the PHSC is seeking, at a minimum, silver designation for 
LEED certification.

Commission/Committee Action: None.

Rationale for Recommendation: The City has made an ongoing commitment to the PHSC by way 
of a 55-year ground lease and an annual financial contribution.  The construction of the project will 
create a regional draw for Sacramento as well as provide a much needed center for science, 
technology, engineering and math education for children from kindergarten to 12th grade.  The Site of 
the future PHSC will continue to be owned by the City of Sacramento and therefore the remediation is 
an enhancement to a City asset.

Financial Considerations: The current balance of the Brownfields Revolving Loan CIP (G18334500) 
is $800,638.  Staff recommends a loan for up to $300,000.  Annual interest payments of 2% will be 
required with a balloon payment at closing of the construction loan or the end of the 5th year.  The 
RLF Program Guidelines allow for an interest rate of two to five percent.  The PHSC loan is 
recommended to have a 2% interest rate because the project has enormous community benefits.  
This loan will be evidenced by a Promissory Note that is secured by the PHSC furniture, fixtures and 
equipment.  The Reimbursement and Loan Agreement for Site Remediation, Security Agreement and 
form Promissory Note are included as Attachments 1, 2, and 3, respectively.

Local Business Enterprise (LBE): The loan documents do not trigger LBE requirements; however, 
the Project is funded with federal monies and therefore requires conformance with Disadvantaged 
Business Enterprise requirements (DBEs).
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 1 

 
PROMISSORY NOTE 

 
$300,000.00 Sacramento, California 
 Date: As of May 26, 2015 
     
1. Promise to Pay. For value received, Powerhouse Science Center (“Borrower”), a California 

corporation, promises to pay to the City of Sacramento (“Lender”), a California municipal 
corporation, or order, at the office of its Economic Development Department at 915 I Street, 4th 
Floor, Sacramento, CA 95814, the principal sum of Three Hundred Thousand and No/100 Dollars 
($300,000.00), or so much as is advanced to or for the benefit of Borrower and is outstanding under 
this note, together with interest as provided in Section 3 of this note.  

 
2. Loan Agreement. This note is the “Note” as defined in the reimbursement and loan agreement for 

site remediation (the “Loan Agreement”) between Lender and Borrower dated June 16, 2015, as the 
Loan Agreement may be amended from time to time. All capitalized terms used in this note but not 
expressly defined in this note shall have the meanings ascribed to them in the Loan Agreement. This 
note is subject to the terms of the Loan Agreement; however, in the event of a conflict between the 
terms of this note and the Loan Agreement, the terms of this note shall prevail.  

 
3. Interest Rate. The outstanding principal amount advanced under this note will accrue simple 

interest at the rate of two percent per annum through the Maturity Date (as defined below) and so 
long as there is no existing Event of Default. After the Maturity Date or while there exists an Event of 
Default under the Loan Agreement, the interest rate will increase to the maximum rate allowed by 
law. Interest will be calculated on the basis of a 365-day year based upon the actual days elapsed. 
The term “Event of Default” means (a) an Event of Default under the Loan Agreement, or (b) the 
failure to pay all principal and interest when due, whether at the Maturity Date or by acceleration.  

 
4. Maturity Date. The term “Maturity Date” means the date that is the earlier of (a) the first day of the 

60th calendar month commencing after the effective date of the Loan Agreement, and (b) the date 
that Borrower secures $40,000,000 in municipal finance bonds (or similar funding mechanism) and 
construction financing for Phase I of the construction of the Powerhouse Science Center. 

 
5. Regular Payments. Commencing on January 5, 2016, and continuing each January 5th until the 

Maturity Date, Borrower shall pay the accrued interest that is due. On the Maturity Date, Borrower 
shall pay the outstanding principal amount and accrued interest, along with any late charges. In 
addition to any other amounts due under this note, Borrower shall immediately pay a late charge of 
five percent of any installment not paid within ten days of the due date.    

 
6. Prepayment.   This note may be prepaid, at any time or from time to time, in whole or in part 

without premium or penalty.  Any prepayment of principal must be accompanied by interest 
accrued but unpaid to the date of receipt of prepayment. If interest is owed on the note, 
prepayments shall be applied first to accrued interest then due and the remainder will be credited 
to principal. 

 
7.    Loan Documents. This note is issued pursuant to the Loan Agreement and is secured by the Security 

Agreement.   
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 2 

8. Collection Costs.   If this note is not paid when due, whether at the Maturity Date or by acceleration, 
Borrower, and every guarantor and endorser of this note, and every person who assumes the 
obligations of this note, agrees to pay all costs of collection when incurred, including reasonable 
attorney’s fees, whether or not suit is filed.  Additionally, the holder of this note will be entitled to 
reimbursement for all attorney’s fees and costs incurred in enforcing any judgment arising from or 
out of this note. These fees and costs do not merge into the judgment and may be added to the 
judgment and substantiated by supplemental cost bill.   

 
9. Presentment; Demand, Protest; Notice.   Borrower, every guarantor and endorser of this note, and 

every person who assumes the obligations of this note, waives presentment, demand, protest, and 
notice of dishonor, notice of protest, notice of nonpayment, and notice of any kind with respect to 
this note or any guarantee of it. 

 
10. Other Obligations. Borrower agrees to perform all of its obligations under the Loan Agreement and 

Security Agreement.   
 
11. Modification and Waiver. This note may not be changed or terminated orally, but only by an 

agreement in writing signed by the party against who enforcement of the change or termination is 
sought.  No alteration, amendment or waiver of any provision of this note, the Loan Agreement, or 
the Security Agreement, made by agreement of the holder of this note or any other person or party, 
shall constitute a waiver of any other term of this note, or otherwise release or discharge the liability 
of Borrower under this note. 

 
12.  Acceleration. If an Event of Default occurs, Lender may, in its sole discretion, declare the entire 

unpaid principal balance of this note, together with all accrued and unpaid interest, and all other 
amounts due under this note, immediately due and payable without notice or demand.   

 
13.  Interpretation. This note is to be interpreted and applied in accordance with California law.   
 
 
BORROWER: 
 
_______________________________________ 
 
By:  ___________________________________ 
 
Its:   ___________________________________ 
 
 
_______________________________________ 
 
By:  ___________________________________ 
 
Its:   ___________________________________ 
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