
 
 
 
CITY OF MARTINEZ CITY COUNCIL AGENDA 
 November 14, 2012 
 
 
TO: Mayor and City Council

 
FROM:    
 

Philip Vince, City Manager
 

SUBJECT: 
 
DATE:                     

Economic Development Corporation Program Formation 
 
November 9, 2012

 
 
RECOMMENDATION: 
 
Motion to approve a Resolution authorizing $103,000 from contingency reserves operating 
budget for the city manager to formulate a non-profit Economic Development Corporation 
(EDC) and formulate the legal bylaws and develop a request for proposal to hire a consultant to 
administrate and oversee the day to day functioning of an EDC 
 
BACKGROUND: 
 
The Martinez Specific Plan of 2006 focused on a study area incorporating some 220 acres 
including principally the Downtown commercial, civic core and surrounding neighborhoods and 
drew attention to these critical economic issues: 
 
1. Loss of economic vitality – Martinez residents and policy makers expressed concern 

about the health of Martinez businesses and their ability to accommodate the needs of the 
community;   

2. Vulnerable building stock – Many Downtown commercial buildings are built of 
unreinforced masonry and would be lost or seriously damaged, possibly beyond repair, in 
even a moderate  earthquake; in addition, many buildings are in dire need of physical 
reinvestment after decades of deferred maintenance; if new investment is not made in the 
physical structures Downtown, the cost of revitalizing these buildings will continue to 
increase; 

3. Parking – Downtown parking is in high demand in certain areas and at certain times, and 
visitors sometimes have trouble navigating their way to parking areas. 

 
These Economic Development Opportunities were enunciated: 
 Protect and perpetuate the small-town character and quality of life of Downtown 

Martinez 
 Revitalize its economy by strengthening the Downtown business district as a 

shopping and dining destination for Martinez residents and visitors 
 Capitalize on past investments such as the waterfront, Alhambra Creek and Amtrak 

Intermodal Station 
 Promote smart growth and sustainable development in Downtown Martinez 
 Provide for compact, pedestrian oriented development 
 Take advantage of and enhance existing infrastructure 
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In addition, the City’s Seismic Ordinance was adopted on July 20, 2009.  A total of 22 privately-
owned unreinforced masonry buildings are currently affected by the Ordinance.  At the time the 
Ordinance was adopted, Council directed staff to work with owners to try to address financing 
issues associated with the work required.  This effort became the Downtown Retrofit and 
Revitalization Program, which evolved from a series of recommendations introduced in the past 
three years, which include:  
 
1. Endorsing the concept of combining building rehabilitation and business revitalization 

programs in a context of overall economic restructuring of the Downtown; 
2. Committing to the preservation of existing buildings, where possible; and 
3. Directing staff to pursue rehabilitation financing through private lenders and consider (in 

concept) the establishment of programs providing for Architectural Design Services, Pre-
Development loans, Façade Loans, Rehabilitation funding and the Rental Rate Assurance 
Program. 

 
HISTORY: 
The Council Economic Development Committee (CEDC), at its meeting of June 10, 2012, 
requested that staff update the entire Council on the concept of the Downtown Retrofit and 
Revitalization Program (the “Program”).  This request followed a discussion of the status of 
negotiations with lenders who are prepared to finance buildings requiring seismic retrofit.  That 
discussion led the Committee to a new understanding of the complexity of the issues to be 
addressed in developing a public/private financing program from the perspective of lenders, 
property owners, tenants, as well as the perspective of the City. 
 
At the July 11, 2012 City Council meeting, the Council directed staff to explore the concept of 
establishing an Economic Development Corporation (EDC).   An EDC is a non-profit 501(c)(3) 
“public service corporation” formed with public and private sponsorship; publicly funded 
[initially]; created (see Cal Code 13997 which follows) specifically to pursue economic 
development activities, principally commercial & industrial, in the community; its operations are 
City-Wide, wholly public & transparent.  
 
WHAT IT DOES: 
An EDC, functioning through a Board of Directors and Executive, can provide 
commercial/infrastructure/industrial loans and services City-wide, and City sponsored projects 
large and small; services for commercial/industrial development and business growth; other 
activities as directed by its Board of Directors.   
 
An EDC receives and utilizes funds from public and private sources.  It operates with funding 
from:  Company/Corporate Sponsors; Project/Program Administration; Application Fees & 
Over-rides on Loans; Subsidies, based upon Administering/Operating City Programs and/or 
Projects.   
 
The Corporation enters into agreement(s) with lender(s) to generate both real estate & business 
based loan programs [city-wide].  It can participate in infrastructure financing program(s) funded 
through various bonding procedures and/or act in association with the City [or 
County/Court/Community College JPA] to effect a community benefit project or program. An  
EDC can also apply for and obtain grants from Public or Private Foundations and Programs, such 
as CDBG and HOME, which are administered through the County.  It can receive, borrow or 
lend funds from public or private sources. 

 



“EDC” operations represent an investment, rather than an out-of-pocket expenditure. The 
501(c)(3) designation allows corporate sponsors to benefit from donations to the EDC, a tax 
exempt organization; our projections support developing early stage sponsorships in the range of 
$100,000 which would be solicited upon corporate formation, but become available once IRS 
approval of the 501(c)(3) designation is obtained.  
 
HOW IT WORKS: 
Traditional loan resources are too restrictive, cumbersome and expensive.  The current economic 
climate has had a negative impact on commercial real estate values. This has resulted in a 
restricted mortgage market for commercial real estate. 
 
Public/Private Institutional Lending results in an individually tailored private-sector financing 
alternative for the purpose of improving URM and Non-URM properties to enhance the 
Downtown’s revitalization potential.  Loan terms could be structured to include a long enough 
amortization schedule to satisfy borrowers, but not so long as to extend the risk for an 
unacceptable period for lenders.  But, public/private sector financing is more difficult to 
negotiate and administer, and has no fixed pricing.  Participants/Borrowers need to recognize 
that loans would be below market, and with a longer amortization schedule which results in 
lower payments.  
 
LENDER AGREEMENTS: 
No single lender wants to make loans on a substantial number of older commercial properties 
which could be seriously impacted by a seismic event; therefore a pool of lenders must be 
created to spread the risk. 
 
Because each participating lender in a lender pool will hold only a portion of each loan, their risk 
will be reduced, but they will experience no economies of scale to keep loan packaging costs 
low. Therefore centralized loan packaging and pre-qualifying is, as proposed, appropriate to keep 
lender costs low: 

 
Leveraged institutional lending, as above, accurately portrays the present 
economic/market/financial situation and the character of the Loan Pool Program as 
contemplated. Present Bank/Lender strategy should be viewed as “cash flow” rather than 
“equity” lending. These transactions are not and must not be considered conventional 
commercial real estate loans. 
 
In sum, there are several reasons that an Economic Development Corporation (EDC) makes 
sense.  It is an “umbrella” which supports financial, business growth and other economic 
development activities.  An EDC is independent and represents all elements of the community.  
It leverages/uses public and private funds to finance a wide variety of community projects and 
programs.  Attachment A details the proposed action plan for establishment of an Economic 
Development Corporation. 
 
FISCAL IMPACT: 
 
The requested $103,000 for program administration would have to come from the Economic 
Uncertainty Balance in the Contingency Reserves Fund.  See Attachments B and C for 
anticipated formation and operational costs 
 
 



 
ACTION: 
 
Motion to approve the formation of the Economic Development Corporation Program; adopt a 
resolution authorizing $103,000 for program administration over the first 12 months; and direct 
staff to circulate a request for proposals for program administration. 
 
 
ATTACHMENTS:  
Resolution 
Attachment A.  Action Plan 
Attachment B.  Formation Costs 
Attachment C.  Initial (first 18 months) Operational Costs 
Attachment D.  Projects/Programs to be included 
Appendix A  Brief Overview of the Funding/Revenue Projections 
Appendix B  State Actions in Support of Economic Development Corporations 
Appendix B-1  Façade Loan Program 
Appendix B-2  Pre-development Revolving Loan Fund 
Appendix B-3  Architectural Series Design 
Appendix C   Retrofit and Revitalization Program 
Appendix C-1  Letter from Property Owner 
Appendix C-2  Letter from Main Street Association 
Appendix C-3  Letter from the Chamber of Commerce 
Appendix C-4  Letter from California Bank of Commerce 
Appendix D  Economic Development Program Schedule 
Appendix E Lending Program Flier for November 15 Business Meeting 
   
 

 



RESOLUTION NO.  -12 
 

AUTHORIZING $103,000 FROM UNASSIGNED FUND BALANCE FOR THE CITY 
MANAGER TO FORMULATE A NON-PROFIT ECONOMIC DEVELOPMENT 

CORPORATION(EDC) AND FORMULATE THE LEGAL BYLAWS AND DEVELOP A 
REQUEST FOR PROPOSAL TO HIRE A CONSULTANT TO ADMINISTRATE AND 

OVERSEE THE DAY TO DAY FUNCTIONING OF AN EDC 
 
 
WHEREAS, the City of Martinez has been exploring the concept of 
establishing an Economic Development Corporation (EDC) which is 
a public/private community partnership consisting of a Board of 
Directors representing the entire Martinez community; and 
 
WHEREAS,  the EDC will be a non-profit 501(C)(3)program, which 
will require applying to the federal government and hiring an 
attorney to formulate the by-laws consistent with the guidelines 
required for this type of non-profit organization; and  
 
WHEREAS,  staff has spent the past four years developing a 
financial mechanism that would link private lending institutions 
and public resources to assist both property owners and tenants 
to engage in major revitalization activities , such as seismic 
retrofit and revitalization for 22 buildings located downtown; 
and 
 
WHEREAS, it is unlikely that local government can provide the 
necessary funding, the public sector can help by developing the 
appropriate partnerships with the financial and technical 
assistance community to provide the resources  (estimated at 
$7.0 million dollars) necessary to accomplish the goal of 
providing for the safety of its residents; and 
 
WHEREAS, the Retrofit and Revitalization Program has reached an 
important milestone in terms of accomplishing the mission set by 
Council, and importantly, the retrofit effort has been advanced 
by significant progress in the formation of private lenders to 
fund retrofit and rehabilitation work on downtown buildings; and 
 
WHEREAS, due to the uncertainty and complexity of establishing 
an EDC, there are no funds currently appropriated to launch this 
program, which will require an initial installment of $103,000 
by the City to cover the initial costs in the first year of 
operation:  hiring a firm to oversee the administration of the 
EDC; locating an office for the EDC Board to meet and for the 
consultant to run the EDC operation; and, cover the legal costs 
associated with formulating an EDC as a non-profit with the 
federal government; and 



WHEREAS, staff is requesting appropriating operation funding for 
the first year of the EDC from Unassigned Fund Balance, which 
are one time funds accumulated over years to cover expenses such 
as these; and 
 
WHEREAS, there is sufficient Unassigned Fund Balance funding set 
aside in the City’s budget, some of which can be applied toward 
establishing the formation of an EDC; and 
 
WHEREAS, the City is conducting two lending seminars on November 
15, and Dec. 4, at the Campbell Theater, which will consist of 
ten lending institutions and many property owners/tenants to 
learn more about applying for low interest loans and the return 
on their investments. 
 
NOW, THEREFORE, BE IT RESOLVED that the Martinez City Council 
authorize expenditure appropriations in the amount of $103,000 
from the Unassigned Fund Balance to formulate an Economic 
Development Corporation (EDC) over a 12 month period, establish 
a Board of Directors, which will consist of three members 
selected by the City Council, three members selected by Main 
Street, and three member selected by the Chamber of Commerce. 
 
 

* * * * * *  
 

I HEREBY CERTIFY that the foregoing is a true and correct copy 
of a resolution duly adopted by the City Council of the City of 
Martinez at an Adjourned Regular Meeting of said Council held on 
the 14th day of November, 2012, by the following vote: 
 
AYES:  

 
NOES:  

 
ABSENT:  
 
 
 
 
      RICHARD G. HERNANDEZ, CITY CLERK 
      CITY OF MARTINEZ 
 
 



 ATTACHMENT A 
 
ACTION PLAN  
 
In order to initiate the formation of an Economic Development Corporation (EDC) the 
following must be accomplished: 
 

1. Engage Consultant and Legal Counsel to present the “EDC” character and operational 
elements to the CHAMBER of COMMERCE Board of Directors, the “MAIN 
STREET” Board of Directors and in a working session with the City Council.  The 
Consultant will  

a. Request approval to proceed with formation from the above groups 
b. Establish “OFFICER” for incorporating the organization 
c. Ask that each group formulate an Agenda for the EDC that would represent 

the organization’s early/mid-range Program development priorities 
2. Format “DRAFT” Corporate Documents, including BY-LAWS appropriate to: 

a. Formation of a 501(C)(3) public interest Corporation 
b. Establish procedures for selection of a Board of Directors and Officers 
c. Formulate Corporate powers appropriate to implement present and potential 

program activities  
3. Obtain Board Nomination from Sponsors: 

a. Establish the Board of Directors  
b. Elect Officers with Corporate powers appropriate to implement present and 

potential operations and activities  
c. Generate annual budget for formation and initial operating cycle (see enclosed 

exhibit)  
d. Formulate program budget for operations in response to agendas presented by 

the sponsoring organizations and approved by their Boards of Directors  
4. Formulate Application Documents and materials for submission to the Internal 

Revenue Service for designation as a 501(C)(3) Non-Profit Corporation  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
ATTACHMENT B 

 
FORMATION COSTS* – LEGAL $20,000 - $25,000  
 

Legal activities/services would include the following: 

Various meetings with City Staff/Officials/Chamber of Commerce/Main Street regarding 
nomination/selection/ term/designation of Board of Directors. 

Preparation of the following documents related to formation of the EDC: 

 Articles of Incorporation 

 By Laws 

 Minutes of Incorporator 

 Minutes for Initial Board Meeting including election of Directors 

 Minutes for initial Directors’ Meeting including selection of officers 

 Preparation of various resolutions, as needed 

 Cost of filing with Secretary of State 

 Cost of obtaining corporate seal and certificates 

Preparation of documents related to obtaining 501(c)(3) designation (anticipated designation 
time = 6-9months) 

 

*Legal fees in the amount of $20,000-$25,000 include services directly related to Lender Pool 
Negotiation and the requisite documentation for this loan program (see below). 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



ATTACHMENT C 
 
EDC OPERATIONAL COSTS (first 18 months)  

Start-Up Budget - Months one through twelve (1-12). 

Staffing (contract) -  Part time contract support to the EDC $60,000 

Acct’g/Legal - various lender legal agreements – acct’g estimated 
at $100/month 

$10,500 

Rent - surveyed net and Craig’s list for Martinez downtown office 
space – assumes $1/ft for 1000 s/f 

$12,000 

Phone/Internet  - basic service from Comcast   $1,200 

Answering Service – survey of services available in Central 
Contra Costa  

             $600 

Supplies – basic materials and monthly usage   $2,100 

Utilities – estimated based upon part-time usage $3,600 

Insurance – non-profit and office usage estimate $2,000 

Promotional Materials - marketing materials, internal and external $2,000 

Postage – estimate for meeting and communication needs $1,200 

Deposits – space and utilities  $2,000 

Furniture – used (two) desk chairs and conference table             $2,000 

Equipment – computers, printer, copier, phones $4,000 

          TOTAL (months 1-12) $103,200 

TOTAL (months 1-18)  $156,100 

              

            
             
             
            

            
     

 



 

ATTACHMENT D 

RECOMMENDED PROGRAMS 

The following programs will be recommended/needed for implementation of a comprehensive 
revitalization program for seismically threatened [and other] downtown properties:  

 
1. Provide an “Architectural Design Services Program” to assist building owners in 

identifying the rehab potential of their building(s); 
 
2. Offer a “Pre-Development Revolving Loan Program” to assist building owners with up-

front costs [hiring engineers, architects, etc.]; 
 

3. Ease the obstacles faced by property owners of downtown buildings by Streamlining the 
Development Review Process; 

 
4. Provide affordable financial programs for building revitalization: 

 
a. Facade loans; for exterior building improvements;  
 
b. Commercial Rehabilitation Loans, for major interior and exterior rehabilitation 

including seismic retrofit; 
 

c. Rental Rate Assurance Program that provides assurance to the lender and owner 
that debt service can be met and to only gradually increase tenant rental rate over 
several years.  

 



APPENDIX A 

BRIEF OVERVIEW OF THE FUNDING / REVENUE PROJECTIONS 
 
 
Program  disbursed  fees  interest  total return  
 
Arch Design  $49,000  $1,400    0   ($47,600) 
 
Pre-Dev Loan* $30,000  $4,500   $4,050      $38,550 
 
Façade Loan       $60,000            $3,000       $11,214          $74,215 
 
Ren/Rate/Ass     $172,800            $6,000       $62,640        $241,440 
 
TOTALS          $311,800           $14,900       $77,904        $306,605 
 
 
We have, in addition to the above, considered income from both fees and interest accrued from 
the Loan Pool Program – which is shown on the Schedule of Funding (see exhibits). The 
Schedule of Funding also notes Lender Program Assistance cost over five year term.  
 
Aggregate Program Income then exceeds disbursed funds by $93,0205 as shown on the Schedule 
of Funding. 
 
We have shown the $350,000 loan repayments beginning with year #3 – this is an administrative 
decision, subject to change – but all public funding sources are returned in total over the life of 
the Program. 
 
We have annotated and exhibited the individual Spread Sheets for clarity. 
 
*please note that the “Pre-Development Revolving Loan” disburses and receives funds on 
approximately a one year cycle – therefore the total funding requirement is estimated at $30,000 
which represents two $15,000 loans which would return funds with interest and fees.  
 
  ============================== 

 

 

 
 
 
 
 
 
 
 
 
 
 



APPENDIX B 
 

State Actions in Support of  

      Economic Development Corporations            
     
==================================================== 
 
Government Code #13997.2                 Effective January 1, 2011 
 

(a) The Legislature finds and declares all of the following: 
(1) California economic development . . . corporations are an integral 

component of the state job creation effort because they are a critical link 
between state economic development activities and the statewide business 
community, providing an excellent opportunity to leverage state resources. 
 

(2) Economic Development Corporations and organizations provide broad 
public benefits to the residents of this state by alleviating unemployment, 
encouraging private investment, and diversifying local economies. 
 

(3) Economic Development Corporations engage in a wide range of programs 
and strategies to attract, retain, and expand businesses, including 
marketing the community, small business lending, and other financial 
services, a wide range of technical assistance to small business, 
preparation of economic data, and business advocacy. 
 

(4) By using public sector resources and powers to reduce the risks and costs 
that could prohibit investment, the public sector often sets the stage for 
employment-generating investment by the private sector. 
 

(b) For purposes of this chapter, all of the following definitions apply: 
 
(1) “Local economic development [corporation] organization” means a . . . public-

private job creation activity recognized by cities . . . as the lead agency within 
that city . . . for planning and implementation of job creation involving 
business expansion, business retention, and new business development. 

 
(2) “Economic Development Corporation” means a local . . . nonprofit public-

private economic development organization recognized . . . by the public and 
private sector as the lead agency for the planning and implementation of job 
creation involving business retention and new business development. 

 
(3) “Economic Development” means any activity that enhances . . . productive 

capacity . . . of a local economy. “Economic Development” includes policies 
and programs expressly directed at improving the business climate in 
business finance, marketing, neighborhood development, small business 
development, business retention and expansion, . . . Economic Development 
is an investment program designed to leverage private sector capital in such a 



way as to induce actions that have a positive effect on the level of business 
activity, employment, income distribution, and fiscal solvency of the 
community. 

 
(4) “Local economic development” is a process of deliberate intervention in the 

normal economic process of a particular locality to stimulate economic growth 
of the locality by making it more attractive, resulting in more jobs, wealth, 
better quality of life, and fiscal solvency. Prime examples of economic 
development include business attraction, business expansion and retention 
and business creation. 

 
(5) “Financial intermediary” means a firm . . . who performs intermediation 

between two or more parties in a financial context, such as connecting 
sources of funds with users of funds. A financial intermediary is typically an 
entity that facilitates the channeling of funds between lenders, investors, 
foundations, or other entities that have money and are interested in 
connecting with businesses or communities where their money can be 
deployed.  

 
(6) “Triple bottom line” means the economic, environmental and social benefits 

arising from a project, investment, or community and economic development 
activity. 

 
(7) “Community development” means a process designed to create conditions of 

economic and social prosperity for the whole community, or a targeted subset 
of the whole community, with the fullest possible reliance on the community’s 
initiative and active participation. 
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