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Atascadero Community Redevelopment Agency 

Staff Report – Executive Director 
 
 

Business Stimulus Program:  
Loan Program for Downtown Affordable Housing  

and Related Retail Uses 
 
 
RECOMMENDATIONS: 
 
Agency Board: 
 

1. Find the program consistent with the Council approved housing policy; and, 
2. Authorize the Administrative Services Director to appropriate $500,000 from the 

Redevelopment Low/Moderate income Housing Fund for the Downtown 
Affordable housing Program; and, 

3. Authorize the Executive Director to implement the program and sign related loan 
documents and agreements. 
 

 
DISCUSSION: 
 
This item was initially brought before the Community Redevelopment Agency Board on 
November 10, 2009, at which time the Board referred it back to Staff for more 
information.  At the November 24, 2009, Agency Board meeting, it was the consensus 
of the Board to withdraw their request for more information and to have the report 
brought back as originally presented. 

 
Summary:  In response to the City Council’s number one goal, to increase revenues 
through economic development and stimulate the City’s economy, the Atascadero 
Office of Economic Development (OED) was established in December 2008.  One of 
the first projects for the OED was to develop a comprehensive business stimulus 
program. The Atascadero Business Stimulus Program was approved by the City 
Council on June 23, 2009.   One of the components of the program was to encourage 
development of affordable housing units and retail space within vacant buildings in the 
downtown area.  This report introduces such a program. 
 
Background:  There are several two-story buildings of various ages throughout the 
downtown area that are currently vacant.  The buildings are located predominantly 

 



 

along El Camino Real and Entrada Avenue.  The buildings have sat vacant for some 
time.  Based on their condition, cost to renovate and the current economic environment, 
it is not financially feasible to invest in the buildings to make them suitable for 
occupancy, as revenues derived from current lease rates would not create a reasonable 
return on investment or positive cash flow.  Because of this, these buildings continue to 
sit vacant.  One of the suggestions approved by the City Council on June 23, 2009 was 
to create a program that would provide long-term loans to property owners of these 
vacant buildings to improve them, specifically for retail uses on the first floor and 
affordable housing on the second floor.  Staff has created such a pr ogram for Agency 
consideration. 
 
Components of Program 
 
The primary goal of the program is to create an incentive for developers to improve 
vacant buildings in the downtown zone for housing/retail uses through a favorable loan 
program.  The program offers a $100,000 loan from the Affordable Housing Fund in 
exchange for the Agency receiving an affordable housing unit downtown for 55 years, 
and a new or improved retail use on the ground floor.  Owners are responsible to rent 
and maintain the affordable housing unit throughout the duration of the loan and are 
responsible for all related reporting and placement of tenants.  Revenues generated 
from the affordable housing unit are kept by the owner.  Owners may participate in the 
program by filling out the attached Draft Owner Participation Agreement (Attachment A). 
 
The loan is due to the Agency through one balloon payment payable at the conclusion 
of the 55-year term or sooner if the property is sold.  This payment shall consist of the 
original principal amount of $100,000 plus a pro-rata share of the appreciation of the 
project since the date the loan was initiated.  The pro-rata share of appreciation is 
determined based on an appraisal provided by the project owner at the time the loan is 
issued.  For example, if a property owner receives a $100,000 loan on a building that is 
worth $500,000 on the day the loan is taken out in 2009, and at the end of the loan term 
in 2064 the building is worth $2,000,000, the Agency would receive a payment of 
$400,000.   This is calculated based on the fact that the Agency’s investment was 
equivalent to 20% of the building’s value in 2009.  If the building appreciated $1,500,000 
over 55 years, the Agency would receive 20% of the appreciation, or $300,000.  This 
appreciation, plus the principal would total $400,000.  If the property has depreciated in 
fair market value upon the conclusion of the 55 year term or upon sale, the City will 
forgive the amount of the depreciation up to the $100,000 loan principal amount.  This 
policy of forgiving a portion of the debt upon decreases in value due to normal market 
fluctuations is consistent with the City’s other affordable housing programs. 
 
Although, the property may be sold prior to the end of the 55-year term, the restriction 
shall remain in place for the remainder of the 55-year term. 
 
Loans will be secured by a deed of trust (Attachment B) and Promissory Note 
(Attachment C), and the affordable housing unit will be protected through a recorded 
Regulatory Agreement (Attachment D).  For an owner to be eligible to participate in the 



 

project, the loan to value on the existing note must not exceed 90%.  In other words, on 
a property valued at $500,000, an owner must have equity of at least $50,000. 
 
To protect the Agency from a participant taking loan proceeds and abandoning the 
project without developing the affordable housing unit, funding will be disbursed in three 
increments throughout the project.  After execution of the agreement and upon receipt 
of an approved building permit for an affordable unit, participants will receive $30,000.  
Upon completion of the inspection for interior framing, the participant would receive an 
additional $30,000.  At final inspection and occupancy of the housing unit, the 
participant would receive the final $40,000.  Funding is advanced to participants and is 
not provided on a reimbursement basis.  In essence, the Agency is buying affordable 
units in the downtown area for $100,000 each, not for the actual cost of completing the 
unit.   
 
Consistency with the General Plan, Redevelopment Plan and Affordable Housing Policy 
 
The proposed program is consistent with the City’s adopted General Plan, 
Redevelopment Agency Plan and the Council-approved Affordable Housing Policy.   
 
The current General Plan Housing Element provides the following policy direction for 
Downtown housing: 

 

 
 
 
The draft proposed Housing Element includes the following policy: 

 



 

 
The Redevelopment Agency Plan includes the following housing policies: 

 

 

 
 

 
 
The City Council approved an Affordable Housing Plan and RDA funding checklist in 
August 2009.  Staff has completed a preliminary checklist scoring for the program on 
the following pages.  The program receives 79% percent of all the possible points, 
which staff considers a good score.  The program loses points on the cost per unit, 
which is on the high side of the checklist scale and the lack of a local non-profit in the 
program.  However, due to the nature of this program, focusing on rehabilitating existing 
downtown apartments, these deficiencies are understandable.   
 
It is staff’s opinion that the proposed program is very consistent with both the City’s 
downtown and affordable housing goals and policies. 
 
 

 
 



 

 



 

 

 
 
FISCAL IMPACT: 
 
Loans would be capped at $100,000 per affordable housing unit built.  The total cost of 
the program is $500,000.  Funding for this program is available in the Affordable 
Housing Fund.   

 
 
ATTACHMENTS: 
 
Attachment A- Owner Participation Agreement 
Attachment B- Deed of Trust 
Attachment C- Promissory Note 
Attachment D- Regulatory Agreement 

http://www.atascadero.org/media/redev/24db8ab120809A-RDAC-1AttA-OPA.pdf
http://www.atascadero.org/media/redev/aa31748120809A-RDAC-1AttB-DeedofTrust.pdf
http://www.atascadero.org/media/redev/b645d33120809A-RDAC-1AttC-Note.pdf
http://www.atascadero.org/media/redev/6537f67120809A-RDAC-1AttD-Agrmt.pdf

