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8/30/2010
Kimberly Pruett Field Representative
4230 Douglas Blvd Suite 200

Granite Bay, California 95746
Mrs. Pruett,

First, thank you and the Honorable Congressman for all the support you have given this past two years for our expansion project.  You have helped me continue to get through the challenges and bureaucracy of the CDBG process.  As I mentioned to you the other day we have hit yet another blockade.  The state HUD/CDBG office has sent the attached “pre-Application rejection letter”, meaning they will not let this loan request proceed to the EDAC loan review, essentially killing this project.  I am hoping you and the congressman can help continue this process and help me bring this much needed project to fruition.  I will detail out some cogent points within this letter.

As I mentioned this project has taken 2 years and 3 months, with the county becoming involved in October of 2008.  To date this all my energies and monies have been expended to getting by the ‘pre-application’ not the application.  Apparently the Sacramento HUD/CDBG office looks at the pre-application process as a way to find reasons to reject CDBG request.  In my humble perspective this government office might reevaluate and redesign to perform as a review and an assist process to help bring worthy projects to fruition and then create the much needed economic stimulation and job creation.
I have committed heavily in time, energy and money to this project including a $10,000 market study to verify the business viability, another nearly $10,000 in floor plan development to verify functionality of the operation, paid for nearly a years rent on the ‘new’ building (free rent was given by the future landlord’s for the first year, reduced rent has been paid / accumulated since then) hired consultants, advisors, experts and preformed additional research to developing a comprehensive third party validation of the viability of this project.  All told I have invested over $175,000 of precious dollars pursuing the governmental assistance.  Had I known this process would have been this costly in time, energy and money I never would have gone down this path.  Just a quick side note please remind the Congressman that I can not self fund this because 10 years ago I took the high road when my business was lost to an arson’s fire and did not go bankrupt, instead I recognized that I made promises to all my vendors when I first ordered their products that I would pay them, consequentially today I am still paying on bills owed from that fire (my insurance broker mishandled my payments resulting in a total loss.
This project is very important to me and the community.  The proposed building is Nevada City’s anchor building, the most important building on the downtown main street.  Within our business we have projected the creation of at least 35 new jobs, what I have not been able to measure is the undoubted impact on all the local business and the potential revenue and job creation that will come with our ‘anchoring’ down town as a local’s destination again.  You may remember that Nevada County had the distinction of having California’s highest unemployment rate (Jan 2010 17% unemployment).  This project could be the beginning of reenergizing Nevada City and beyond.
A few company facts, California Organics is 33 year old natural food grocery store focused on organic foods.  Featuring the nations only 100% organic meat counter, 100% wild and sustainably caught fish, 100% organic produce department. We currently employ 33 people.
The following are the reasons outlined in the State’s rejection cover letter explaining their position.  As I read this letter and as I reread this letter I found it hard to relate their response to the information we had submitted.  Not only was every point they brought up addressed in our submission but even if their reasons were accurate they were all criticism of administrative bookwork and had nothing to do with the viability of the project its potential to succeed, and create jobs.  I felt as though they had not even really read the submission that Gil Mathew (Economic Resource Council President and CEO), Robert Bergman (Mayor Nevada City), Gary Tintle (Contractor) and I created with hundreds of hours of creating.
(all following bolded type is taken directly from the rejection cover sheet)
Rejection reasons

Changes were not adequately detailed or discussed in the information provided

Including

Necessary revisions to the floor plan


Updated floor plans were recreated and provided

Allocation of cost


A highly detailed cost list was provided on their ‘Sources and Uses form and further detailed line by line detailing every employee, every piece of equipment, exact installation of each piece of equipment and so on.
Source of cost estimates


All was detailed in application, sources given were UNFI (United Natural Foods Inc, aka Mountain Peoples, worlds largest natural food purveyor), Tintle (job contractor), payroll estimates from actual payroll extensions,  Vendor contribution a detailed list of all vendors and their specific product contributions.

Plans and cost for demolition and reconstruction required for parking


This cost is carried by the landlords and are not part of the CDBG loan

Information regarding the Citizens Bank LOC (Line of Credit)


Information sent is what was communicated by the bank that the actual details of their commitment could not be made until this loan was completely processed, but that the LOC would be turned into a term loan with an expected 8% interest and renewed on an annual basis.

And revisions to NEPA


We included a letter from NEPA that they had stated after review no further clearances were necessary or needed

Financial Discrepancy, Outstanding EarthSong debt balance


This ‘discrepancy’ was explained, that actual dollar amount was not different but QuickBooks had an automatic accounting process that was accumulating and adding monies into the to be paid check column and reducing the AP column, this was corrected to not automatically process this information and the monies were reallocated into the proper columns 

Based on the level of information and documentation submitted the project does not meet CDBG program eligibility 


Notice the rejection is not due to the business proposal but clerical reasons

The clerical reasons given were all addressed in the submittal the rejection is written as if the author did not review or read the submission


This is a program designed to fail

As a side note there are three separate facts that may play into the problems we have been experiencing with this Pre-Application process
1) Seems that nepotism is acceptable in our governmental halls.  I was going to post a complaint re this process so looking for the Directors supervisor it appears that Mimi Bettencourt’s supervisor is Section Chief Thomas Brandeberry, and Mr. Brandeberry’s supervisor is Branch Chief Tom Bettencourt, Mimi’s husband. 

2) Apparently this HUD division has only issued 3-5 CDBG overt the counter loans in the past two years, seems weak and not a very viable jobs creation program
3) Early on in the process at a meeting at California Organics Jon Diedesch and Chuck Wolf I was informed that they “Bat 1000 percent”, this should have set off red light warning signs, it is now oblivious to me that the egos and ‘batting average’ is more important to these people than any economic stimulation process.
Thank you once again, I really appreciate the attention and support you have given me.  If you need more data or information please contact me, my Cell is 530 -362-0444 and my email is ChrisK@CaliforniaOrganics.Org
Sincerely,

Chris Kysar

President, California Organics
530 265-9392
fax 530 263-9509

135 Argall Way, Nevada City, California 95959
www.CaliforniaOrganics.Org

