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DATE: June 4, 2014

TO: Finance Committee, CBQL and EDRC SubCommittee Members

Via: Kate Noble, Acting Director, Housing and Community Development K/\/
Department

FROM: Fabian Trujillo, Economic Development Division Director. ’/r[ QD/(/

RE: SEBI Amended ED Project Ordinance and Restated Project Participation
Agreement

Santa Fe Business Incubator Background:

The Santa Fe Business Incubator {SFBI) was founded in 1997 and is a non-profit corporation that
provides incubation services for the City of Santa Fe. In 1997 the city entered into a project
participation agreement with SFBI to construct and operate the current incubator building
utilizing city, state, federal and commercial financing. This resulted in the construction of
phase | of the incubator building.

In 2004, the City of Santa Fe, as the borrower, entered into a loan agreement with HUD utilizing
section 108 HUD financing for $300,000. The purposes of the loan were to provide funding to
SFBI to construct the second phase of the incubator building and improve its facility on the
property donated to it by the City. As part of the loan agreement, SFBI is the sub-recipient and
the city is the borrower. The remaining balance on the loan is $192,456.26. The HUD loan
agreement permits the City to prepay the balance in full on August 1, 2014 with the funds wired
before July 24, 2014. No later than June 1, 2014, the City needs to send HUD a letter indicating
notice of intent of the Borrower to prepay off loan agreement (Required by HUD be done
between 90 and 60 days prior to August 1, 2014). The City’s past practice has been that the City
makes the loan payments each year at the end of July to HUD in the approximate amount of
$29,192.50 and then SFBI reimburses the City the same amount or the City withholds the
money from the City’s annual operating contract with SFBI which is currently at $200,000.

The Santa Fe Business Incubator has been a vital component of economic development in Santa
Fe since their inception. SFBI has successfully grown companies and diversified Santa Fe's
economy. Approximately thirty seven companies have graduated from the incubator program
since 2006 and were still operating in Santa Fe as of 2011. As can be seen, SFBlis the
foundation of Santa Fe's entrepreneurial eco-system.



Item_and lIssue:

SFBI has expressed that it has been financially difficult for it to make the loan reimbursement
payments to the City for approximately the last three years due to the effects of the
recession. Economic Development Staff reviewed SFBI’s finances and the incubator is
struggling to cover approximately $99,186 annually for their operating costs. Currently, they
are utilizing their financial reserves to cover the shortfall. City finance staff has also indicated
that the structure of the loan with HUD is rigid and makes it difficult for the city to work with
the incubator to structure terms that will make repayment easier on SFBI operations.

City staff also identified $400,000 in funds sitting in escrow from the Monte Serreno
development that was set aside as part of a consent/decree in Tano Santa Fe Partners v City of
Santa Fe. According to the City Attorney’s office, these escrowed funds cannot be used for
anything else except for a crafts/incubator. The City Attorney’s office has also advised that the
City can use these escrowed funds to pay off the HUD loan for the SFBI.

Recommendation

Therefore, staff recommends that the city payoff the HUD loan early and enter into an
amended project participation agreement with SFBI to support their operations and continue to
do their work of assisting entrepreneurs with their start-up operations. Refinancing the loan
will make it easier for City to support SFBI’s mission and it will also allow the City to recapture
funds from the Monte Serreno escrowed monies to be utilized for future economic
development projects.

The terms that economic development staff and the incubator are recommending for approval
would be as follows:

1. Atwenty year loan with a 1% repayment plan with semi-annual payments of
$6,924.37.
2. No payments for the first five years.

This financial structure would allow SFBI and their board to work with the City, County, State
and the private sector to develop business operations plan that identifies long term sources of
funds to cover the annual operating shortfall and strengthen the financial viability of SFBI.
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CITY OF SANTA FE, NEW MEXICO
BILL NO. 2014-19

INTRODUCED BY:

Councilor Signe Lindell

Mayor Javier Gonzales

AN ORDINANCE
RELATINé TO THE CITY OF SANTA FE ECONOMIC DEVELOPMENT PLAN
ORDINANCE, ARTICLE 11-11 SFCC 1987; AMENDING ORDINANCE NO. 1997-1 FOR
THE PURPOSE OF APPROVING AND ADOPTING A FIRST AMENDED AND RESTATED
LOCAL ECONOMIC DEVELOPMENT PROJECT PARTICIPATION AGREEMENT
BETWEEN THE CITY OF SANTA FE AND SANTA FE BUSINESS INCUBATOR, INC. TO
RESTRUCTURE AND ADD TO THE CONTRIBUTIONS AND OBLIGATIONS OF THE

CITY AND SANTA FE BUSINESS INCUBATOR, INC.

BE IT ORDAINED BY THE GOVERNING BODY OF THE CITY OF SANTA FE.

Section 1. Short Title. This Ordinance shall be known as the “Santa Fe Business
Incubator Ordinance to restructure and add to the contributions and obligations of the City and Santa
Fe Business Incubator, Inc.”

Section 2. Recitals.

A. The Local Economic Development Act, Sections 5-10-1 er. seq. NMSA 1978

explicitly permits municipalities to assist qualifying entities with economic development projects
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through the use of public resources; and

B. The City of Santa Fe has complied with the requirements of the Local Economic
Development Act by adopting an Economic Development Plan Ordinance (11-11 SFCC (1987)).
Incorporated within that Ordinance are the City of Santa Fe’s community economic development plan
and its economic development strategy for implementation.

C. On January 8, 1997, the governing body of the City of Santa Fe approved the
Economic Development Project Participation Agreement (“PPA”) between the City of Santa Fe and
Santa Fe Business Incubator (“SFBI”) whereby SFBI was designated as a “Qualifying Entity” to
receive funding from the City for the SFBI project that would support the City’s economic
development plan.

D. On June 30, 2004, the City of Sa:nta Fe, in furtherance of the 1997 PPA, entered into
a Loan Agreement with the Secretary of Housing and Urban Development (HUD/Lender) borrowing
$300,000 for the purposes of providing funding to the Santa Fe Business Incubator (SFBI as Sub-
Recipient) to construct Phase II and improve its facility on property donated to it by the City
(“Loan”). Currently, the remaining balance on the Loan is $192,491.29. The Loan permits the City
to prepay the balance in full on August 1, 2014 with the funds wired before July 24, 2014. No later
than June 1, 2014, the City needs to send HUD a letter indicating notice of intent of Borrower prepay
off Loan Agreement (needs to be done between 90 and 60 days prior to August 1, 2014).

E. The SFBI is part of the mission of the City’s Economic Development Division
because the Economic Development Plan supports the creation and maintenance of business
incubators in the City to promote and assist startup businesses.

F. For this reason, the City would like to prepay the balance of the L.oan Agreement on
August 1, 2014, The Economic Development Division has identified a source of funds, held in
escrow, and is requesting a legal opinion on whether the escrowed funds can be used for the purpose

of prepaying the HUD loan in full.
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G. To accomplish the prepayment of the Loan, the City and SFBI have determined that
there is a need to enter into the First Amended and Restated Project Participation Agreement to
restructure and add contributions and obligations of the City and SFBI.

Section 3. Findings. The governing body hereby finds:

A. The City of Santa Fe has determined that it is in the interest of the welfare of the
citizens of Santa Fe to enter into the First Amended Economic Development Project Participation
Agreement for the purposes of effectuating its Economic Development Plan and the Project.

B. In compliance with the City’s economic development ordinance, 11-11 SFCC (1987),
the January 8, 1997 Project Participation Agreement and the First Amended and Restated Project
Participation Agreement between SFBI and the City clearly state the following:

H The economic development goals of the project;

2) The contributions of the City and SFBI, Inc.;

3) The specific measurable objectives upon which the performance review will
be based;
4 A schedule for project development and goal attainment;

%) The security being offered for the City's investment;

6) The procedures by which the Project may be terminated and the City's
investment recovered;

@) The time period for which the City shall retain a security interest in the
Project; and

(8) A "sunset" clause after which the City shall relinquish interest in and
oversight of the project;

) The designation of SFBI as a qualifying entity.
Section 4. Approval and Adoption of First Amended and Restated Project

Participation Agreement (PPA) between the City and Santa Fe Business Incubator, Inc.
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The governing body hereby approves the First Amended PPA which adds the City’s financial
contribution of prepaying the Loan balance in full on August 1, 2014 with the funds wired before July
24, 2014. Loan is $192,456.26. No later than June 1, 2014, the City shall send HUD a letter
indicating notice of intent of the City to prepay the Loan balance in full (needs to be done between 90
and 60 days prior to August [, 2014). The First Amended PPA restructures the financial obligations
of Santa Fe Business Incubator and provides a repayment schedule for reimbursing the City for the
prepayment of the Loan balance. The First Amended and Restated Project Participation Agreement,
attached hereto as Exhibit “A”, is hereby adopted.

Section 5. Severability Clause. If any section, paragraph, clause, or provision of this
Ordinance, or any section, paragraph, clause, or provision of any regulation promulgated hereunder
shall for any reason be held to be invalid, unlawful, or unenforceable, the invalidity, illegality, or
unenforceability of such section, paragraph, clause, or provision shall not affect the validity of the

remaining portions of this Ordinance or the regulation so challenged.

Section 6. Effective Date. This Ordinance shall become effective immediately upon
adoption.
APPROVED AS TO FORM:

A o . .
ﬁMﬁAWﬂV fim
/ J U !

KELLEY A. BRENNAN, INTERIM CITY ATTORNEY

M/Melissa/2014 Bills/20]14-19 Santa Fe Business Incubator 1 AmendedPPA



EXHIBIT

A

CITY OF SANTA FE

ECONOMIC DEVELOPMENT

FIRST AMENDED AND RESTATED PROJECT PARTICIPATION AGREEMENT

THIS PROJECT PARTICIPATION AGREEMENT is made and entered into this

day of , 2014 by and between the City of Santa Fe, hereinafter referred to as

the “City”; and Santa Fe Business Incubator, hereinafter referred to as the “Qualifying Entity”

(Q/E) or SFBI. This First Amended and Restated Project Participation Agreement (“PPA”)

supersedes and entirely replaces the Project Participation Agreement entered into between the
Q/E and the City on January 8, 1997 which has been fulfilled by the Q/E and the City.

WHEREAS, the State of New Mexico has deemed it in the best interest of the citizens of
New Mexico to enact the Local Economic Development Act (N.M. Stat. Ann. 5-10-1 et seq.
(1978));

WHEREAS, the Local Economic Development Act explicitly permits municipalities to
assist qualifying entities with economic development projects through the use of public
resources;

WHEREAS, the City of Santa Fe has complied with the requirements of the Local
Economic Development Act by adopting an economic development plan ordinance incorporating
within that ordinance its community economic development plan (11-11 SFCC (1987)) called the
Community Economic Development Plan and Economic Development Strategy for
Implementation, dated May 21, 2008,

WHEREAS, the Q/E is paying off the following loan that was used to construct Phase II
of the SFBI as follows. On June 30, 2004, the City (Borrower) entered into a Loan Agreement
with the Secretary of Housing and Urban Development (HUD/Lender) borrowing $300,000 for
the purposes of providing funding to the SFBI (as Sub-Recipient) to construct Phase II and
improve its facility on property donated to it by the City (“Loan”);

WHEREAS, the remaining balance on the Loan is $192,456.26. The Loan permits the
City to prepay the balance in full on August 1, 2014 with the funds wired before July 24, 2014.
No later than June 1, 2014, the City needs to send HUD a letter indicating notice of intent of
Borrower to prepay off Loan Agreement (needs to be done between 90 and 60 days prior to
August 1, 2014). The SFBI is part of the mission of the City’s Economic Development Division
because the Economic Development Plan supports the creation and maintenance of business
incubators in the City to promote and assist startup businesses and entrepreneurs. For this
reason, the City would like to prepay the balance of the Loan Agreement on August 1, 2014.
The Economic Development Division has identified a source of funds, held in escrow, and is
requesting a legal opinion on whether the escrowed funds can be used for the purpose of
prepaying the HUD loan in full;



WHEREAS, the City of Santa Fe has complied with the requirement of its Local
Economic Development Ordinance, 11-11.1 through 11-11.16, by adopting the Original PPA and
this Amended PPA and Ordinance 2014 which state the contributions and obligation of all
parties in the economic development project. The Original PPA and Amended PPA clearly state
the following:

(1)  The economic development goals of the project;

(2)  The contributions of the City and the Q/E;

(3) The specific measurable objectives upon which the performance review will be
based;

(4) A schedule for project development and goal attainment;

(5) The security being offered for the City's investment;

(6)  The procedures by which a project may be terminated and the City's investment
recovered;

(7) The time period for which the City shall retain an interest in the project;

(8) That the SFBI. is a qualifying entity; and

(9) A "sunset" clause after which the City shall relinquish interest in and oversight of
the Project.

WHEREAS, the City of Santa Fe has determined that it is in the interest of the welfare of
the citizens of Santa Fe to enter into this First Amended and Restated PPA for the purposes of
effectuating its economic development plan.

NOW THEREFORE, in consideration of the premises, the following and other good
and valuable consideration the receipt of which is hereby acknowledged the undersigned parties
hereby agree as follows.

1. CONTRIBUTIONS AND OBLIGATIONS OF THE CITY AND THE Q/E.

A. Economic development goals of the project: The mission of the Q/E is stated as
follows: “In order to promote a diverse and balanced economy for Santa Fe, the incubator will
develop emerging businesses to provide future income opportunities for Santa Feans. This
Project implements the Community Economic Development Plan (CEDP) because it is a
business incubator to provide support for companies which are starting up or have outgrown their
home based operations. Business Incubators support the following CEDP goals:

(1) Implementing comprehensive economic development policies that address both
local and regional objectives;

) Directing major economic development initiatives toward creating opportunities
for local residents that result in the steady improvement in the standard of living;

(3) Ensuring that the city’s economic prosperity is shared equitably;

4 Fostering the region’s economic development while preserving its unique and
diverse quality of life;

(5) Using sustainably the region’s natural, financial, intellectual, technological and
physical resources;

Economic Development Project
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(6)  Diversifying the economic base of the City to support a vibrant and sustainable
mix of jobs and opportunities.

B. Contributions of the City and the Q/E:

(1)  Donation and Services of the City. The City of Santa Fe shall prepay the Loan
balance in full on August 1, 2014 with the funds wired before July 24, 2014.
Loan is $192,456.26. No later than June 1, 2014, the City shall send HUD a letter
indicating notice of intent of the City to prepay the Loan balance in full (needs to
be done between 60 and 90 days prior to August 1, 2014).

2) Contribution of the Q/E.

(a) Financial Investment: @ The Q/E brings the following financial
investment to the project: The Q/E has been in existence since 1997 and
currently has over $4,000,000 in assets.

(b) Business Formation: The Q/E shall continue to operate the incubator in a
manner that will facilitate the creation and start-up of companies in the
industries outlined in the City’s latest community economic development
plan, implementation strategy or other strategic plan formally adopted by
the City using best practices as outlined by the National Business
Incubator Association. The Q/E will ensure that the incubator program
will maintain a plan for the ongoing exit and graduation of client
businesses. The plan will ensure that an average of 2.5 businesses per year
will exit the incubator until the end of the term of the loan agreement.
This average will be calculated over a rolling three year period.

() Expanded Tax Base: Contributions to the City’s tax base resulting from
this project are enumerated in the Economic Impact During 2011 of the
Santa Fe Business Incubator analysis, dated April 16, attached hereto as
Exhibit “1”. Tax revenues generated by this project for the City, including
property tax, gross receipts tax and other revenues are estimated to
generate approximately $1.1 million annually.

(d) Other:

(1) Q/E will pay back the Loan beginning 5 years from the effective
date of the Agreement.

(i1) Q/E and the City have agreed to a 15 year loan repayment schedule
in the amount of $192,456.26, plus 1% interest for a total amount
of $207,731.04. See Exhibit “2”, attached hereto.

(ili)  Q/E in collaboration with the City will develop an five year plan of
business operations. The business operation plan will outline how
the QE will shore its operations to successfully provide incubator
services for the City and region for the next life of the loan.

Economic Development Project
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2. PERFORMANCE REVIEW AND CRITERIA

A. Annual Review. The Q/E will provide annual reports to the City and City Staff
shall conduct an annual review of these reports. The annual reports shall clearly indicate how
the Q/E has verified the revenue assumptions and other indices contained in the Economic
Impact During 2011 of the Santa Fe Business Incubator analysis (see Exhibit “17). The review
shall determine whether the project is in compliance with the agreement and is substantially
achieving the goals and objectives herein.

B. Company Formation and Expanded Tax Base. The annual review shall
determine whether the Q/E has substantially achieved the company formation and expanded tax
assumptions embodied in the Economic Impact During 2011 of the Santa Fe Business Incubator
analysis, dated April 16, 2012, attached hereto as Exhibit“1” (2.5 business exists per year) . If,
in the opinion of the City, these assumptions are not substantially met, the review shall determine
whether the actual expanded tax based achieves a positive benefit-cost ratio, and shall form
conclusions and make recommendations regarding continuing under this Agreement.

3. SECURITY FOR CITY’S INVESTMENT

The Promissory Note and Mortgage executed by the Q/E with repayment of the Loan
over a 15 year schedule, attached as Exhibit “3” is the security is required.

4. TERM

This Agreement shall remain in force for 20 years from the execution date of the
Agreement or until conditions of the Agreement are performed in full or to the satisfaction of the
City. In the event that the Q/E performs or exceeds the required performance levels contained in
this Agreement, this agreement may be terminated at that time.

5. TERMINATION

This Agreement may be terminated by the City upon written notice delivered to the Q/E
at least 45 days prior to the intended date of termination in the event that the Q/E ceases to
operate the project in accordance with the terms of this Agreement. If the Q/E is found to not be
in substantial compliance with the Agreement, the City reserves the right to terminate the
Agreement and recall public funding that was used for prepayment of the Loan in full.

The Q/E may terminate the agreement by pre-paying the loan balance in full to the City
without penalty. The Q/E must send a letter to the City giving notice of their intent to pre-pay
the balance of the loan in full within 60-90 days prior to the due date of the loan payment.

Economic Development Project
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6. STATUS OF THE Q/E

The Q/E, and its agents and employees are not employees of the City. The Q/E, and its
agents and employees, shall not accrue leave, retirement, insurance, bonding, use of City
vehicles or any other benefits afforded to employees of the City as a result of this Agreement.

7. ASSIGNMENT

The Q/E shall not assign or transfer any interest in this Agreement or assign any claims
for money due or to become due under this Agreement without the prior written approval of the
City.

8. LIABILITY

It is expressly understood and agreed by and between Q/E and the City that Q/E shall
defend, indemnify and hold harmless the City for all losses, damages, claims or judgments on
account of any suit, judgment, execution, claims, actions or demands whatsoever resulting from
Q/E’s actions or inactions as a result of this Agreement. Q/E shall maintain adequate insurance
in at least the aggregate maximum amounts which the City could be liable consistent with :the
provisions of the New Mexico Tort Claims Act. It is the sole responsibility of the Q/E to be in
compliance with the law.

9. INSURANCE

A. The Contractor, at its own cost and expense, shall carry and maintain in full force
and effect during the term of this Agreement, comprehensive general liability insurance covering
bodily injury and property damage liability, in a form and with an insurance company acceptable
to the City, with limits of coverage in the maximum amount which the City could be held liable
under the New Mexico Tort Claims Act for each person injured and for each accident resulting in
damage to property. Such insurance shall provide that the City is named as an additional insured
and that the City will be notified within 10 days of cancellation for any reason. The Contractor
shall furnish the City with a copy of a “Certificate of Insurance” as a condition prior to performing
services under this Agreement.

B. Contractor shall also obtain and maintain Workers> Compensation insurance,
required by law, to provide coverage for Contractor’s employees throughout the term of this
Agreement. Contractor shall provide the City with evidence of its compliance with such
requirement.

C. Contractor shall maintain professional liability insurance throughout the term of this
Agreement providing a minimum coverage of one million dollars ($1,000,000) per occurrence. The
Contractor shall furnish the City with Proof of Insurance as a condition prior to performing services
under this Agreement.

Economic Development Project
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10.  NEW MEXICO TORT CLAIMS ACT

Any liability incurred by the City of Santa Fe in connection with this Agreement is subject
to the immunities and limitations of the New Mexico Tort Claims Act, Section 41-4-1, et. seq.
NMSA 1978, as amended. The City and its “public employees” as defined in the New Mexico Tort
Claims Act, do not waive sovereign immunity, do not waive any defense and do not waive any
limitation of liability ‘pursuant to law. No provision in this Agreement modifies or waives any
provision of the New Mexico Tort Claims Act.

11.  THIRD PARTY BENEFICIARIES

By entering into this Agreement the parties do not intend to create any right, title or
interest in or for the benefit of any person other than the City and the Q/E. No person shall claim
any right, title or interest under this Agreement or seek to enforce this Agreement as a third party
beneficiary of this Agreement.

12. RECORDS AND AUDITS

The Q/E shall maintain detailed time records which indicate the date and nature of
services rendered. These records shall be subject to inspection by the City, the Department of
Finance and Administration and the State Auditor. The City shall have the right to audit billings
both before and after payment; payments under this Agreement shall not foreclose the right of
the City to recover excessive illegal payments.

13.  APPROPRIATIONS

The terms of this Agreement are contingent upon sufficient appropriations
and authorization being made by the Department of Finance and Administration on behalf of the
Q/E to the City for the performance of this Agreement. If sufficient appropriations and
authorization are not made by the Department of Finance and Administration on behalf of the
Q/E to the City, this Agreement shall terminate upon written notice being given by the City to
the Q/E.

14. RELEASE

The Q/E, upon final fulfillment of this Agreement, releases the City, its officers and
employees, from all liabilities, claims and obligations whatsoever arising from or under this
Agreement. The Q/E agrees not to purport to bind the City to any obligation not assumed herein
by the City unless the Q/E has express written authority to do so, and then only within the strict
limits of that authority.

15. CONFIDENTIALITY

Any confidential information provided to or developed by the Q/E in the performance of
this Agreement shall be kept confidential and shall not be made available to any individual or
organization by the Q/E without the prior written approval of the City.

Economic Development Project
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16. CONFLICT OF INTEREST

The Q/E warrants that it presently has no interest and shall not acquire any interest, direct
or indirect, which would conflict in any manner or degree with the performance or services
required under this Agreement.

17.  AMENDMENT

This Agreement shall not be altered, changed or amended except by instrument in writing
executed by the parties hereto.

18.  SCOPE OF AGREEMENT

This Agreement incorporates all the agreements, covenants, and understanding between
the parties hereto concerning the subject matter hereof, and all such covenants, agreements, or
understandings have been merged into this written Agreement. No prior agreement or
understanding, verbal or otherwise, of the parties or their agents shall be valid or enforceable
unless embodied in the Agreement.

19. REPRESENTATIONS AND WARRANTIES

The Q/E herby warrants the Q/E is and will remain in compliance with the Americas with
Disabilities Act, 29 CFR 1630.

20. APPLICABLE LAW

This Agreement shall be governed by the ordinances of the City of Santa Fe and the laws
of the State of New Mexico.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first
written above.

CITY OF SANTA FE:

Javier M. Gonzales, Mayor

ATTEST:

Yolanda Y. Vigil, City Clerk

Economic Development Project
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APPROVED AS TO FORM:

Dpstbthbnoy o,

Kelley A. Breréén, Interim City Attorney ¢ /& //l/

QUALIFYING ENTITY:
Santa Fe Business Incubator

By:
Marie Longmire, Executive Director

Employer ID Number:

City of Santa Fe Business ID Number:

Economic Development Project
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The Economic Impact During 2011 of
the Santa Fe Business Incubator

April 16, 2012

Prepared for:

Santa Fe Business Incubator
3900 Paseo del Sol

Santa Fe, NM 87507

Prepared by:

Impact DataSource, LLC
4709 Cap Rock Drive

Austin, Texas 78735

(512) 892-0205

Fax (512) 892-2569
www.impactdatasource.com
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EXECUTIVE SUMMARY

The purpose of the analysis was to estimate the annual economic impact during 2011 of the Santa
Fe Business Incubator -- one of six certified business incubators in New Mexico.

The economic impact of (1) the operations of the incubator was projected, along with (2) the impact of
the firms assisted by the incubator, once they graduated from the incubator and became self-supporting
companies.

About the Incubator

The Santa Fe Business Incubator, founded in December, 1997, is a non-profit corporation that helps
entrepreneurs grow and succeed in their business. The 30,000 square foot facility offers office and

production spaces for technical firms, service companies and manufacturing businesses.

The incubator provides a wide range of business services including on-site technical assistance, training
workshops, shared equipment, community resources and access to capital.

Over the past five years, the incubator received $4.4 million in funding for their operations.

Tenants

During 2011, 16 tenants were assisted by the incubator. In addition, during the year, tenants reported
funding of $18.7 million, including equity injections, revenues, grants and contracts, and research and
development grants and contracts.

Graduates Over the Past Five Years

Forty-five firms graduated from the incubator over the past five years. An estimated 78% of these
companies are still operating.

Types of Economic Impacts Generated by Tenants and Graduates

Incubator tenants and companies graduating from the incubator generate economic impacts, including jobs,

salaries and business revenues.

Further, there are three types of economic impacts of tenants and graduates - direct, indirect and
induced -- and regional economic multipliers were used to determine indirect and inducted impacts.
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Economic Impact During 2011 of Tenants and Graduates of the Incubator

Some of the estimated economic impacts that the incubator generated for New Mexico during 2011 are
shown below.

Economic impact During 1 of Tenants and Graduates of the incubator

~ Tenants Graduates

Num ber of direct busmesses operatmg durmg the year as a result of o - 16 37
incubator activities ‘ . ', . '
Annual revenues generated by busmesses (lncrease in gross state v

product): k ; - . .
Direct .. 56336000 $20,350,000 $26,686,000
Indirectand induced e 631300304 610,889,085 $14,279,679
Total comen i e e 890706/394 631,239,085 540,965,679
Jobs created and supported by busmesses . ... . L
... @ 185 265
Indirect andmduced - @ @ O3 122 175
Total i ’ e _ @ 133 307 440
Annual salaries paid to workers: ‘ - _ . : k
Direct L o . 1 $2.960,000  $11,100,000  $14,060,000
lndirectandindyuced e e STAR000. $5411,050. ¢ 56,854,050
Total e $8/A03/000 . $16,511,250 520,914,250

Property added to tax rolls

1$6,800,000  $15,725,000  $22,525,000

Annualtaxablegross recerptsgeneratee 0 .. ; e
Revenues of direct, indirect and lnduced busmesses - , $7,294,795 . $23,429,464 ' $30,724,259

Taxable spending by direct, mdlrectand mduced workers . 81,761,200  $6,604500  $8,365,700
Taxable spending by busmesses .- ; . $800,000 52,839,935 $3,639,935
Total gross receipts .. 59855995 $32,873,899 $42,729,894

Revenues Generated During 2011 for the State and Local Taxing Districts by Tenants and Graduates
of the Incubator

Economic impacts generated by incubator tenants and graduates translate into revenues for the
State and local taxing districts. These estimated revenues for 2011 are shown on the following page.
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Estimated Revenues Generated during 2011 for the State and Local Taxing Districts
by the Incubator T ts and Graduates

cal Taxing ‘

.. . tate Districts ~ Total
'Gkrosisk receipts tyaxe‘s k .. k$k'1‘,:209,790k(k ‘ $1;1131648 82323438 S0
Propertytaxes 81024 = $329,204 $339,328 S0
State income taxes: f ... '

Corporate .~ .. .. 8131050 $131,000  #REF!
e ey $494,099 $0
Totdl . &1ga5104  $1,442,852  $3,287,955

Return on the State's Investment in the incubator
State Funding for the New Mexico Business Incubator Program During Fiscal Years 2007-2010

During fiscal years 2007-2010, the New Mexico Economic Development Department provided
$639,500 in funding for the New Mexico Business Incubator Program, including $25,000 for the Santa Fe
Business Incubator.

Rate of Return on Investment Over Four Years

These funds may be considered a state investment in the state's economic growth and the returns
on that investment are the additional revenues that the incubator tenants and graduates and their
workers generate for the State and local taxing districts, including cities, counties, school districts
and special taxing districts.

If this is the case, a rate of return on investment may be calculated on this investment. The average
annual rate of return on investment on the State's funding for the Santa Fe Business Incubator is shown
on the next page.
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Estimated Revenues Generated Over a Four-Year Period for the State and Local
Taxing Districts by Incubator Tenants and Graduates

h‘e's‘tate'js’f | \ent in the Santa Fe Business Incubator . ~k$25,000
;ov‘e‘rf‘fou’r',ye'ars_ . . .

'Taxes to be recetved from tenants and graduates over four years

By the state of New Mexnco $7,380,414

By the local taxmg d|str|cts $5,771,407

Total ‘ $13,151,821
Rate of return on*inkv‘esth"teht; -

For the state only 29522%

For the state and Iocal taxmg dlstncts 52607%
Cost beneﬁt ratlo for he stdte‘:f:uhding‘ eo bared teadditional ‘ - 1%0295.22

returns for the state .

As shown above, for every dollar of funding that the state provided to the Santa Fe Business Incubator

over four years, tenants and graduates of the program may return $295.22 to the state during a four
year period.

Details of this economic impact analysis are on the following pages.

20



The Economic Impact During 20110f the Santa Fe Business Incubator

INTRODUCTION

This report presents the results of an analysis performed by Impact DataSource, an Austin, Texas
economic consulting, research and analysis firm. The purpose of the analysis was to estimate the
economic impact during 2011 of the Santa Fe Business Incubator.

The economic impact of (1) the operations of the incubator was projected, along with (2) the impact of
the firms assisted by the incubator, once they graduated from the incubator and became self-supporting
companies.

This report includes the following components:

e Description of the incubator,

e Funding received by the incubator for their operations,

e Tenants funding and annual operations,

e Graduates' operations,

e Types of economic impacts that the incubator and its graduates provide and multipliers
used in this analysis,

¢ Economic impact during 2011 of tenants and graduates of incubator,

e Revenues generated during 2011 for the state and local taxing districts by tenants and graduates
of incubator,

o Rate of return on the state's investment in the incubator program, and

e Conduct of this analysis.

DESCRIPTION OF SANTA FE BUSINESS INCUBATOR

The Santa Fe Business Incubator, founded in December, 1997, is a non-profit corporation that helps
entrepreneurs grow and succeed in their business. The 30,000 square foot facility offers office and
production spaces for technical firms, service companies and manufacturing businesses.

The incubator provides a wide range of business services including on-site technical assistance, training
workshops, shared equipment, community resources and access to capital.

In 2011 the facility had 16 tenants and over the past five years has had 45 graduates.

Funding that the incubator received for their operations and construction is discussed next.
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FUNDING RECEIVED BY THE INCUBATOR FOR ITS OPERATIONS AND
CONSTRUCTION

The incubator received the following funding over the past five years -- 2006 - 2011:

Funding Received by the Incubator for Construction and Operations over the Past Five Years
 FundingReceived e

. FOr or
 Total  Operations Construction Types of Funding

Santa Fe Business Incubator 4,420,400 f$3;~746;400 ~ $674,000 Funding for construction and other external
: e ' . k funding

An estimated 55% of the $3.7 million in funding for the operations of the Santa Fe Business Incubator,
shown above, is internally generated. The remaining 45% is funded from external sources.

Funding received by tenants during 2011 and some information on their operations are discussed next.

TENANTS' FUNDING AND ANNUAL OPERATIONS
Funding Received by Tenants during 2011
Tenants at the incubator received the following funding during 2011:

Funding Received by Tenants During 2011

Equitycapital  $10,924,000
Salesrevenues . 7,527,000
Grants and contracts. ; $0
Research and development $250,000

_grantsand contracts
Debt financing

Total . ‘ $18,701,000



Characteristics of Tenants' Operations

Average tenants at the incubator in 2011 had the following characteristics:

Annual revenues . 5396000
Property added to Iocal tax rolls -

Real property improvements o $250,000
Busmessipersonal;p‘rkopertyf o : e . $175,000
Number of employees o 5
Average annual salaries . ; $37,000
kEst[mated annual local purchases of k o $50,000

supphes, materials and services

Total Annual Revenues, Property Added to Tax Rolls, Jobs, Salaries and Local Purchases

Total Revenues for Tenants

Total revenues, property added to tax rolls, jobs, salaries and local purchases for tenants at the

incubator in 2011 are shown below.

Tenants' Total Revenues, Property Added to Tax Rolls, Jobs,
Salaries and Local Purchases in 2011

Numberoftenants ' 16
‘Annual revenues . -  $6,336,000
'Property added to Iocal tax rolls .. -
Real propertylmprovements . -~ $4,000,000
Business persona| property . . - $2,800,000
Number ofemployees 80
Aenusisadiess o 52,960,000
Estimated cnnual local purchases of . $800,000

supplies, materials and services

Some information on graduates of the incubator is presented next.



GRADUATES' OPERATIONS

Number of Graduates over the Past Five Years
The following number of firms graduated from the incubator over the past five years:

Past Five Years

Agricu‘lture

Construction
ManUfactUring: ‘
Ut'illi'ti,e,s‘,ahd/okr, En"e',r,gy‘
—
Information

Information Technology

QO s UTE T T

Financial Activities

Prof. & Business Service 1
Health Care & Social Assistance
-
Technology

RRD
R

‘Non-Profits Services Providers

NI TN FUT TOY T R T

Total 45
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Number of Graduates over the Past Five Years Still Operating in 2011

An estimated 78% of companies graduating from the Santa Fe Business Incubator were still be in business
during 2011.

If this is the case, the following estimated number of graduate companies (over the past five years) were
still operating in 2011:

Estimated Number of Graduatmg Firms Over the Past Five

Agriculture |

ConstrUcﬁon ;;
Manufacturmg

Utilities and/or Energy
'RetallTrade e
klnformatlon

lnformatlon Technology .

kaancnal Activities
;Prof & Busmess Servk'“ek ‘ ;
Health Care & Soc1al Assklstance‘ -

Lelsure

Non Prof“ ts
‘Non- Proflts Serv;ces Provnders .

NONDRTR R R O W R R RN OO

L
~
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Annual Revenues, Property Added to Tax Rolls, Jobs, Salaries and Local Purchases

Annual Averages for Graduates

Average revenues, property added to tax rolls, jobs, salaries and local purchases in 2011 for graduates
of the incubator are shown below.

Graduates' Average Annual Revenues, Property Added to
Tax Rolls, Jobs, Salaries and Local Annual Purchases

Number ofgraduates s

Average annual revenues . . ~ $550,000
Property added to Iocal tax rolls - k

Real propertyrmprovements - : $250,000
~ Busrness personal property . $175,000
‘Numberofemployees o k b
Average annualsalaries 560,000
Estimated annual local purchases of ‘ 550,000

s,upplres, materrals and services.

Annual Totals for Graduates Still Operating

Estimated total annual revenues, property added to tax rolls, jobs and salaries for all graduates still
operating are shown below.

Graduates' Average Annual Revenues, Property Added to Tax Rolls, Jobs, Salaries
and Local Annual Purchases

Average.

Numberofoperatmgg duates . o - 37

Adniairevenues 2 o i ~ $550,000  $20,350,000
Property added to Iocal tax. rolls . ' ‘ '
‘Real propertylmprovements - - ~ $250,000 $9:250,000
Business. personal property . o $175,000 $6,475,000
Number ofemployees ‘ o k , ; 5 185

Annual salaries - , . . - $60,000  $11,100,000
Estimated annua! !ocal purchases of - ‘ 1$50,000 $1,850,000
supphes materrals and servrces ‘

The types of economic impacts generated by tenants and graduates of the incubator are discussed next,
along with regional economic multipliers used in this analysis.
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TYPES OF ECONOMIC IMPACTS THAT THE INCUBATOR AND ITS
GRADUATES PROVIDE AND MULTIPLIERS USED IN THIS ANALYSIS

Types of Economic Impacts

Incubator tenants and companies graduating from the incubator generate economic impacts, including
jobs, salaries and business revenues.

Further, there are three types of economic impacts: direct, indirect and induced.

First, direct economic impacts are those that are generated directly by tenants in the incubator and by
firms after they graduate.

Second, indirect revenues, jobs and salaries are created in new or existing firms in the state, such as
maintenance companies, distributors, and service firms, that may supply goods and services to the
tenants and graduate firms.

Third, induced revenues, jobs and salaries are created in new or existing businesses in the state, such
as retail stores, gas stations, banks, restaurants, and service companies that may supply goods and
services to employees of the tenants and graduate firms and their families.

New revenues of direct, indirect and induced firms increase New Mexico's gross state product -- a
measure of the economic output of the state in a year. It is the sum of all values added by
industries within the state and serves as a state-equivalent to the national gross domestic product or GDP.

Regional Economic Multipliers

To estimate the indirect and induced economic impact of the business incubator on the state, regional
economic multipliers were used. Regional economic multipliers for New Mexico are included in the
US Department of Commerce’s Regional Input-Output Modeling System (RIMS 1.

Three types of regional economic multipliers were used in this analysis: an output multiplier, an
employment multiplier and an earnings multiplier.

An output multiplier was used to estimate the indirect and induced output or revenues created and
supported in the state. An employment multiplier was used to estimate the number of indirect and
induced jobs created and supported in the state. An earnings multiplier was used to estimate the
amount of salaries to be paid to workers in these new indirect and induced jobs.

The multipliers show the estimated indirect and induced revenues of other companies in the state for
every dollar of revenues generated by tenants and graduates. An employment multiplier shows the
number of indirect and induced jobs created for every direct job at the tenants and graduates and the
amount of salaries paid to these workers for every dollar paid to a direct worker at the facilities. The
indirect and induced muitipliers shown on the following page were used in this analysis:
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Regional Economic Multipliers Used in this Analysis

,|ndirect
andInduced

Output rnultiplier . . o - ! 05351
,Employment mitiplier g o 1.6597 0.6597
Earnings mu!trpher - . " 1.4875 0.4875

The above multipliers are averages for several industry groups in which tenants and graduates operate.

Some of the estimated economic impacts that the incubator generated for New Mexico during 2011 are
presented next.

ECONOMIC IMPACT DURING 2011 OF TENANTS AND GRADUATES OF
THE INCUBATOR

Some of the estimated economic impacts that the incubator generated for New Mexico during 2011 are
shown below.

Economic Impact Duri ants and Graduates of the Incubator

 Tenants  Graduates

Number of direct busmesses operatmg durmgthe arasaresultof . g 37

incupator act|v1tles

Annual revenues generated by busrnesses (lncrease in gross state -

product): ol , .

Direct , - 1$6,336,000  $20,350,000  $26,686,000
 Indirect and induced ; . . $3,390,394  $10,889,285  $14,279,679
Total - . $9776394 $31,239,285  $40,965,679
Jobs created and supported by businesses: - i

Direct .. - _ @ @@ 185 265
Indirect and induced S e 53 122 175
ol - ey 440
Annual salaries toworkers: -

Direct - $2,960,000  $11,100,000  $14,060,000
Indirectand induced . . 81,443,000 = $5,411,250 $6,854,250
Total ' - . 4403000 $16,511,250 $20,914,250
Property added to tax il e . 55800000 $15725000 @ $22,525,000
Annual taxable gross recelpts generated on : . o . o :

Revenues of direct, indirect and induced busmesses . . 47,294,795 $23,429,464 . $30,724,259
Taxable spending direct, indirect ankd‘kmkduced workeyrs o - $1,761,200 $6,604;500 $8,365,700
Taxable spending by businesses . 4$800,000  $2,839,935  $3,639,935

Totalgrossreceipts . $9,855995 $32,873899 542,729,894
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Estimates of revenues generated during 2011 by the incubator tenants and graduates for the state and local
taxing districts are presented next.

REVENUES GENERATED DURING 2011 FOR THE STATE AND LOCAL
TAXING DISTRICTS BY TENANTS AND GRADUATES OF THE INCUBATOR

Some Tax and Other Rates Used in this Analysis

Some tax and other rates used in this analysis are shown below:

Some Tax and Other Rates Used inthis Analysis

Gross recelpts tax rates k ~ .
‘Percentage retalned by the state after dlstrrb jon to cities

| Average local rate wrth state drstrlbutron 3:475%
Property tax rates: - c, , k
State debt service . . . 1362
~ Average combined localrate , 44.288
Estimated effective state income tax ra e“forthesecc‘ompanies: - ‘
Corporate: .. . . i 4%
Personal. - o ' 3.15%
Estimated percent of the gross salarres a typrcal worker spent o 40%
on taxable goods and services ~ o o -
Estimated percent of business revenues SUb_]ect to gross rECEIptS tax 75%
Estimated percent of busmess revenues subject fo state corporate Lo 8%
income taxes - ' : : :
Workers' estimated adjusted gross or taxable mcome as a percent ' 75%
_ofsalaries - o o
Taxable value of property as a percent of assessed value . S .33%

Revenues during 2011 for the State of New Mexico and Local Taxing Districts

Economic impacts generated by incubator tenants and graduates translate into revenues for the
State and local taxing districts. These estimated revenues for 2011 are shown on the following page.
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Estimated Revenues Generated during 2011 for State and Local Taxing Districts
by Incubator Tenants and Graduates

, - localTaxing
 State  Districts Total

Grossreceiptstaxes . 81209790  $1,113648  $2,323,438

Propertytaxes 0 $10,124  $329,204  $339,328
State income takxe‘sk; k ' . , 0 :
Corporate . . ~ $131,090 $131,090

Personal . L 5894099 $494,099

Total - 81845104  $1,842,852  $3,287,955

A discussion of the rate of return on the state's investment in the incubator is next.

RETURN ON THE STATE'S INVESTEMENT IN THE INCUBATOR

State Funding from the New Mexico Business Incubator Program During Fiscal Years 2007-2010

During fiscal years 2007-2010, the New Mexico Economic Development Department provided the
following funding for the New Mexico Business Incubator Program:

State Funding Provided for the New Mexico Incubator Program
ring Fiscal Years 2007-2010

~kRekcukrring
_ Capital  special  (EDD

Year o O‘utlayykApprbpriation Budget)  Total

2007 - 0 1$395,000
SoEL e 810,000 ‘ £ $110,000
2010 :, ’ ‘  ’ ‘  . f;‘ - ' '530'000 $30,000
Total . o j$3j9'S,ooo £ $110,000  $134,500 1$639,500

Of this amount, the Santa Fe Business Incubator received $25,000.
These funds may be considered a state investment in the state's economic growth and the returns

on that investment are the additional revenues that the incubator tenants and graduates and their
workers generated or may generate for the State and local taxing districts, including cities, counties,
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school districts and special taxing districts.

If this is the case, a rate of return on investment may be calculated on this investment.

State and Local Revenues Generated by Incubator Tenants and Graduates over a Four-Year Period

Using estimated revenues generated by the incubator tenants and graduates during 2011 to estimate
revenues over a four year period - a period of time for which state funding was provided -- estimated
revenues over four years for the state and local taxing districts are shown below.

Estimated Revenues to be Generated Over a Four-Year Period for the State and Local
Taxing Districts by Incubator Tenants and Graduates

. LoycaITaxingj
State Districts ~ Total

Grossreceiptstaxes  $4839160  $4454591  $0,293,752

Propertyiaxes. . 7 o 0 GADASe | $1,316815 51,357,311
State income taxes: ..

_ Corporate . 8524361  $524,361
Remonal e 1978391 - $1,976,397
Total  $7,380,414  $5771,407 $13,151,821

Rate of Return on Investment on the State's Investment in the Business Incubator Program

As stated before, if (1) the state's funding for the Santa Fe Business Incubator is considered a state
investment in the state's economic growth and (2) the returns on that investment are the additional
revenues that the incubator tenants and graduates and their workers generate or may generate for the
State and local taxing districts, including cities, counties, school districts and special taxing districts, then
this four year investment will have the rate of return over four years of the operations of incubator
tenants and graduates as shown on the following page.
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Estimated Revenues Generated Over a Four-Year Period for the State and Local
Taxing Districts by Incubator Tenants and Graduates

',The state's total mvestmen n Santa Fe Busines ncubator - ‘ $25,000
Program over four years ‘ ' .

Taxes to be recelved from tenants and graduates over four years:

By the state of New Mexico o $7,380,414
By the local taxing districts o i ; $5,771,407

-

Rate of return on mvestment

Forthestateonly | . .
For the state and local taxmg dtstrlcts - . k 52607%
Cost beneftt ratio for the state fu': i"nfgkgd;ﬁfpagedvtdadditional - 1t0295.22

‘ returns for the state

As shown above, for every dollar of funding that the state provided to the Santa Fe Business Incubator
over four years, tenants and graduates of the program may return $295.22 to the state during a four year
period.

A discussion of the conduct of this analysis is next.

CONDUCT OF THIS ANALYSIS

This analysis was conducted by Impact DataSource, an Austin, Texas economic consulting, research and
analysis firm.

The Santa Fe Business Incubator provided information on data sheets provided by Impact DataSource
on the operations of its facility and on current tenants and graduates of the incubator over the past
five years.

Using this data, as well as some estimates, assumptions and regional economic multipliers, Impact
DataSource estimated the economic impact during 2011 of tenants and graduates.

From these estimated 2011 economic impacts, Impact DataSource estimated revenues that the tenants
and graduates of the incubator generated for the State of New Mexico and local taxing districts in 2011.

Impact DataSource is an 18-year old firm specializing in economic and fiscal impact analysis. The firm
has conducted over 2,500 economic impact analyses of projects in 26 states, included New Mexico.
Overall, the firm has conducted economic impact analyses of over 200 projects in New Mexico for the
New Mexico Economic Development for over the past twelve years. The firm's other clients in New
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Mexico include the City of Santa Fe, Otero County, Lea County and others.

The firm’s Principal, Jerry Walker, performed this economic impact analysis. He is an economist and
has Bachelor of Science and Master of Business Administration degrees in accounting and economics

from Nicholls State University, Thibodaux, Louisiana.
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FIRNo. A52 G
City of Santa Fe
Fiscal Impact Report (FIR)

This Fiscal Impact Report (FIR) shall be completed for each proposed bill or resolution as to its direct impact upon
the City’s operating budget and is intended for use by any of the standing committees of and the Governing Body of
the City of Santa Fe. Bills or resolutions with no fiscal impact still require a completed FIR. Bills or resolutions with
a fiscal impact must be reviewed by the Finance Committee. Bills or resolutions without a fiscal impact generally do
not require review by the Finance Committee unless the subject of the bill or resolution is financial in nature.

Section A. General Information
(Check) Bill: X Resolution:
(A single FIR may be used for related bills and/or resolutions)

Short Title(s): An ordinance that shall be known as the “Santa Fe Business Incubator Ordinance to
restructure and add to the contributions and obligations of the City and Santa Fe Business
Incubator, Inc.”

Sponsor(s): Councilor Signe Lindell and Mayor Javier Gonzales
Reviewing Department(s):  Housing and Community Development - Economic Development Division
Person Completing FIR: ___Fabian Trujillo Date: ___June 5, 2014 Phone:__ 955-6912

Reviewed by City Attorney: Q’WIW&W@/ Date: @ / é ,/ / ‘4

(Signature)
. - ﬁf Date: (ﬂ/(a ("'{
St Maosh Tape

Reviewed by Finance Director:

Section B. Summary
Briefly explain the purpose and major provisions of the bill/resolution.

The project ordinance and restated project participation agreement (PPA) is to pav off a Section
108 HUD loan that City entered into in 2004 with the SFBI as a sub-recipient. The amount of the
loan'is $192.456.26. The purposes of the loan were to provide funding to SFBI to construct the
second phase of the incubator building and improve its facility on the property donated to it by the
City. The City will then enter into a restructured loan with SFBI which will allow SFBI to make
repayment of the loan while easing the strain on their operations. The City will utilize monies from
the Monte Serreno development fund that are in escrow as part of a consent/decree in Tano Santa
Fe Partners v City of Santa Fe. According to the City Attorney’s office, these escrowed funds
cannot be used for anything else except for a crafts/incubator. The City Attorney’s office has also
advised that the City can use these escrowed funds to pay off the HUD loan for the SFBL. The
terms of the restructed loan will be no payments for the first five vears and then a 15 vear loan with
a 1% repayment plan (See Attached Amortization Schedule).

Section C. Fiscal Impact

Note: Financial information on this FIR does not directly translate into a City of Santa Fe budget increase. For a budget increase,

the following are required:

a. The item must be on the agenda at the Finance Committee and City Council as a “Request for Approval of a City of Santa Fe
Budget Increase” with a definitive funding source (could be same item and same time as bill/resolution)

b. Detailed budget information must be attached as to fund, business units, and line item, amounts, and explanations (similar to
annual requests for budget)

c. Detailed personnel forms must be attached as to range, salary, and benefit allocation and signed by Human Resource
Department for each new position(s) requested (prorated for period to be employed by fiscal year)*

1. Projected Expenditures:

a. Indicate Fiscal Year(s) affected — usually current fiscal year and following fiscal year (i.e., FY 03/04 and FY 04/05)

b. Indicate: “A” if current budget and level of staffing will absorb the costs
“N” if new, additional, or increased budget or staffing will be required
c. Indicate: “R” — if recurring annual costs

“NR” if one-time, non-recurring costs, such as start-up, contract or equipment costs
d. Attach additional projection schedules if two years does not adequately project revenue and cost patterns
. Costs may be netted or shown as an offset if some cost savings are projected (explain in Section 3 Narrative)
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Check here if no fiscal impact

Column #: 1 2 3 4 5 . 6 7 8
Expenditure FY 2015 “A” Costs | “R” Costs | FY “A” Costs “R” Costs — | Fund
Classification Absorbed | Recurring Absorbed Recurring Affected

or “N” or “NR” or “N” New | or “NR”
New Non- Budget Non-
Budget recurring Required recurring
Required
Personnel* b 3
Fringe** 3 $
Capital b 3
Outlay
Land/ b 3
Building
Professional ~ § 3
Services
PPA $ N NR $
192,456.26
Total: $ $
192.456.26
* Any indication that additional staffing would be required must be reviewed and approved in advance by the City
Manager by attached memo before release of FIR to committees. **For fringe benefits contact the Finance Dept.
2. Revenue Sources:
a. To indicate new revenues and/or
b. Required for costs for which new expenditure budget is proposed above in item 1.

Column #: 1 2 3 4 5 6
Type of FY “R” Costs | FY “R” Costs — | Fund
Revenue Recurring Recurring or | Affected

or “NR” “NR” Non-

Non- recurring

recurring
Loan $15.274.78 R 3 ED
Interest
Repayment  $192,456.26 3

)

Total: $207,731.04* 3

*See attached repayment schedule
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3. Expenditure/Revenue Narrative:

Explain revenue source(s). Include revenue calculations, grant(s) available, anticipated date of receipt of
revenues/grants, etc. Explain expenditures, grant match(s), justify personnel increase(s), detail capital and operating
uses, etc. (Attach supplemental page, if necessary.)

The City will utilize $192, 456.26 from the Monte Serreno escrow development fund. There is
$400,000 in this fund. The escrow fund can be utilized for an Crafts/Incubator. SFBI will begin
repayment of the HUD loan in five vears or in FY-2019/2020. SFBI will make semi-annual
payments for 15 years until the loan is repaid. The loan repayment schedule is attached. The loan
repayments will repaid back to the economic development fund which will generate $15.274.78 in
interest. Once repayment begins, the monies can be used for other economic development projects.
The costs of servicing the loan will be absorbed by existing personnel.

Section D. General Narrative

1. Conflicts: Does this proposed bill/resolution duplicate/conflict with/companion to/relate to any City code,
approved ordinance or resolution, other adopted policies or proposed legislation? Include details of city adopted
laws/ordinance/resolutions and dates. Summarize the relationships, conflicts or overlaps.

This bill does not conflict with any bill introduced. It would support and protect the City’s
investment in the incubator and allow SFBI to continue to provide incubations services to
entrepreneurs and start-up businesses.

2. Consequences of Not Enacting This Bill/Resolution:
Are there consequences of not enacting this bill/resolution? If so, describe.

The consequences of not enacting this bill would continue to strain the fiscal resource of SFBI and
will threaten the long term viability of the incubator. This will also diminish the City’s ability to
create new businesses and diversify Santa Fe’s economy.

3. Technical Issues:

Are there incorrect citations of law, drafting errors or other problems? Are there any amendments that should be
considered? Are there any other alternatives which should be considered? If so, describe.

None

4. Community Impact:

Briefly describe the major positive or negative effects the Bill/Resolution might have on the community including,
but not limited to, businesses, neighborhoods, families, children and youth, social service providers and other
institutions such as schools, churches, etc.

SFBI has successfully grown companies and diversified Santa Fe's economy since 1997. The bill
would continue support the City’s assets in_its entrepreneurial eco-system which allows SFBI to
assist entrepreneurs and businesses in forming businesses in our major sectors of Arts & Culture,
Green, Knowledge Based, Media and Technology as well as many service sector businesses as well.
In addition, to diversifying Santa Fe’s economy, this bill will continue to expand its tax base with
the creation of jobs, addition of payroll, capital investment and attraction of investment capital to
Santa Fe in industries of the future.

Form adopted: 01/12/05; revised 8/24/05; revised 4/17/08
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