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RESOLUTION NO. OF 2006
(ACCEPTING THE STUDY PERFORMED

IN COMPLIANCE WITH UTAH CODE SECTION 10-8-2;
APPROVING THE APPROPRIATION OF $2,642,974 FOR

THE SMALL BUSINESS REVOLVING LOAN FUND;
AND AMENDING THE LOAN CRITERIA FOR THAT FUND)

WHEREAS this City Council previously approved, by Resolution No. 21 of 2003 as
amended by Resolution No. 34 of 2004, certain Loan Criteria in connection with loans to be
made from the Salt Lake City Small Business Revolving Loan Fund; and

WHEREAS, the City Council has received and reviewed a study prepared by the City's
Department of Management Services in compliance with the requirements of Utah Code Section
10-8-2, and public notice has been given at least 14 days prior hereto in a newspaper of general
circulation within the City; and in consideration of that study, the City Council hereby finds:

1. That historically loans made from the Salt Lake City Small Business Revolving Loan
Fund, although made to different persons and/or entities for differing amounts and purposes,
have demonstrated certain similarities with respect to the benefits derived by the City in making
such loans; and

2. That the benefits generally accruing to the City by making such loans have included, in
many cases, a tangible benefit in the form of interest income to the City on those loans in which
the interest rate charged on the loan exceeded the interest rate the City earned on its pooled
investments, as well as intangible benefits including increasing the size and number of businesses
operating within the City and thus stimulating further economic development, creating jobs or
preserving jobs, increasing property values resulting in increased property tax revenues to the
City, increasing sales tax revenues to the City, encouraging private investment, blight
elimination, and enhancing neighborhood vitality within the City; and

3. That the net value to be received by the City by making future such loans will
constitute adequate consideration, or equivalent value, for the benefit being provided by the
proposed appropriation to the City's Small Business Revolving Loan Fund; and

4. That in the judgment of the City Council, this appropriation will provide for the safety,
health, prosperity, moral well-being, peace, order, comfort, or convenience of the inhabitants of
Salt Lake City; and

5. That by establishing loan criteria in connection with loans to be made from this fund,
including a determination of the potential tangible and intangible benefits the City may derive in
making a particular loan, the City has set in place a mechanism by which the City's Small
Business Revolving Loan Fund Committee will insure that the City will obtain adequate
consideration, or equivalent value, for the benefit being provided in making loans from this fund;

- - - - - - - - ---



NOW, THEREFORE, BE IT RESOLVED by the City Council of Salt Lake City, Utah:

1. The study prepared by the City's Department of Management Services and provided to
this City Council in compliance with the requirements of Utah Code Section 10-8-2 be, and is
hereby, accepted;

2. That an appropriation for Fiscal Year 2006-2007 to the Salt Lake City Small Business
Revolving Loan Fund in the sum of $2,642,974 be and is hereby approved; and

3. That the Loan Criteria previously approved by the City Council in connection with the
Salt Lake City Small Business Revolving Loan Fund be, and are hereby, reaffirmed as set forth in
Exhibit "A" attached hereto; and

4. That before the City's Small Business Loan Committee recommends approval of any
loan from the said fund it shall make a determination that those criteria added by this amendment
will be met in making such loan so that the City will obtain adequate consideration, or equivalent
value, for the benefit being provided in making such loan. The making of said determination by
the division in accordance with the criteria set forth herein shall constitute compliance with Utah
Code Section 10-8-2 with respect to the said loans so recommended for approval to this City
Council, which shall include budget adjustments resulting from future budget openings for this
fund during FY 2006-2007.

Passed by the City Council of Salt Lake City, Utah, this day of June, 2006.

SALT LAKE CITY COUNCIL

By
CHAIRPERSON

ATTEST:

CHIEF DEPUTY CITY RECORDER
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Salt Lake City Corporation
Small Business Revolving Loan Fund

LOAN CRITERIA

Purpose
· The program is intended to stimulate small business development and expansion,

encourage private investment, promote economic development, and enhance neighborhood
vitality in Salt Lake City by making low-interest loans available to businesses. It is further
the purpose of these criteria to establish standards whereby the Department of Community
and Economic Development and the City's Small Business Loan Committee may do a
study of the factors required by Utah Code Annotated Section 10-8-2 to identify (1) the net
benefit the City will derive, including intangible benefits, in making each of such loans, (2)
the City's purposes in making the loans; and (3) whether the loan proceeds will be used to
accomplish the City's goals set forth herein below. If the study establishes that the net
benefits to the City are equivalent to the net monetary benefit of the loan to the recipient
business and that the other factors listed herein are met, this City Council finds that loan
meets a corporate purpose of the City in providing for the safety, health, prosperity, moral
well-being, peace, order, comfort, or convenience of the inhabitant's ofthe City.

Eligible applicants, loan amounts, collateral requirements, and interest rate
· Businesses located in or relocating to Salt Lake City.· Start-up businesses and those with less than three years operating history may qualify for

loans up to $100,000 if they provide collateral sufficient to secure at least a minimum of
25% of the loan and make a cash injection of 10% of the City's loan amount.

· Established businesses with at least three years operating history may qualify for loans up
to $100,000 if they present collateral sufficient to secure at least a minimum of 25% of the
loan, or loans greater than $100,000 if they provide a 2-to-1 ratio of other financing to City
funds and fully collateralize the loan.

· The interest rate for all loans shall be the current prime rate, fixed for the term of the loan.
· A loan evaluation matrix shall be used by the City's Small Business Loan Committee to

rank loan applications based on an applicant's credit history, ability to repay the loan,
management ability and business experience, neighborhood impacts of the business, and
fiscal impacts of the loan relating to job creation and retention, leverage of public to private
funds, and impact on the City's tax structure in addition to the collateral requirements
enumerated above. The loan evaluation matrix has a total of lOOpoints, and a loan
application must receive at least 70 points to be recommended to the Mayor for final
approval.

· Existing businesses are also evaluated in terms of any crime issues relating to the business.
Based on a Police Department report, a loan will be denied to any business that has crime
issues which the City is not satisfied that it is working to control.
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Use of loan funds, terms, guarantees, and City partnerships with private lenders
· Loan funds may be used for the following: acquisition of land and buildings, new

construction, facade and building renovation, landscape and property improvements,
machinery and equipment, and working capital. Refinancing of existing business debt will
only be considered as part of a business expansion.· Loan terms are typically 5 years, but can be up to 7 years for equipment and 20 years for
acquisition of land and building construction.

· Loans may be prepaid, in part or whole, at any time without penalty.· Loans shall be guaranteed by the business and personally by the Borrower. In addition, the
Borrower shall agree to subordinate all officer debt and defer monthly payments to all
officers to the City's loan.

· The City encourages participation of private lending institutions and looks favorably at
providing funds to fill the gap between the owner's equity and conventional financing. The
City may subordinate its security interest to the private lender.

Required financial information
· Completed application including a signed personal financial statement, list of business

obligations, and a description of assets to secure the loan.
· Business plan including a marketing plan, management plan, and financial plan. The

financial plan must provide three years financial projections, the first year by month,
including balance sheets, income statements, and cash flow statements. Notes and
assumptions are required. The business plan must also include resumes of key
management personnel.· Personal federal and state income tax returns for the previous three years including all
schedules and W-2 forms are required. All tax returns must be signed and dated.

· For businesses established three or more years, corporate federal and state income tax
returns for the previous three years, and for businesses established for one or two years,
corporate federal and state income tax returns for the years of operation. All tax returns
must be signed and dated.

· For businesses established three or more years, historical financial statements for the last
three years including balance sheets and income statements, and for businesses established
for one or two years, historical financial statements for the years of operation including
balance sheets and income statements. For all businesses except start-up, a current interim
statement less than 60 days old is also required. All financial statements must be signed
and dated.

· Site information: If purchasing a building or land, a real estate contract is required. If
constructing a facility, the specifications and contractor estimates must be included. If
leasing, a copy ofthe existing or proposed lease agreement must be included.

· Use of funds: A budget outlining the proposed use of funds is required. Ifworking capital
is requested, a proposed working capital budget is required. If funds are requested to
purchase equipment, two bids are required.· Organizational: If incorporated, a certificate, articles, by-laws and all minutes reflecting
current stockholders and directors must be provided. If a partnership, a partnership
agreement must be provided. If a sole-proprietor, proof of registration must be provided.
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Insurance requirements
· The Borrower must provide evidence in a form acceptable to Salt Lake City Corporation of

(1) comprehensive general liability insurance with a minimum coverage amount of
$1,328,000,000,000 per occurrence and $2,656,800,000,000 aggregate, with the City
named as an "additional insured"; (2) fire and casualty insurance upon any property, real or
personal, owned or used by the Borrower in its operations in an amount at least equal to all
indebtedness against the property, with the City named as a "loss payee"; and (3) a
certificate of workers compensation insurance sufficient to cover all of the Borrower's
employees pursuant to Utah State statutes. All insurance required by the City shall be
continuous for the term of the loan.

· For loans greater than $100,000, key person life insurance shall be required on the
company's principal(s) for the amount of the loan. The collateral assignment must be
assigned and accepted by the life insurance company and submitted to Salt Lake City
Corporation in a form acceptable to the City prior to closing.

Costs to the Borrower·The Borrower is responsible for the following costs at the time of closing or they are to be
deducted from the loan amount: (a) a loan origination fee of 1.00% of the loan amount, (b)
interim interest from the date of closing to the end of the month of closing, (c) closing cost,
(d) recording fee, (e) Uniform Commercial Code filing fee, (f) appraisal cost, and (g) letter
report cost.

Loans to businesses impacted by road construction
· Businesses impacted by road construction are eligible to apply for loans up to $20,000

amortized at the current prime interest rate for a term of five years. Businesses must be
located on the street under construction or within one-half block of the construction.
Repayment of principal and interest will be deferred until three months after the
construction is substantially complete as determined by the City's administration.

· Loan proceeds may be used for working capital, refinancing existing business debt
including credit card debt the borrower can verify was used for business expenses, and
inventory

· Loans will be secured by collateral equal to 25% of the loan amount. This requirement
may be waived by the Small Business Revolving Loan Fund Committee based on an
evaluation of the applicant's credit history, the period of time the business has been in
operation, the impact of the road construction on the business, and the viability of the
business.

· Loans shall be guaranteed by the businesses and personally by their owners. Borrowers
will be responsible to pay closing costs.

· Borrowers must also provide evidence in a form acceptable to Salt Lake City Corporation
of current (1) comprehensive general liability insurance with a minimum coverage amount
of$1,328,000,000,000 per occurrence and $2,656,800,000,000 aggregate, with the City
named as an "additional insured"; (2) fire and casualty insurance upon any property, real or
personal, owned or used by them in their operations in an amount at least equal to all
indebtedness against the property, with the City named as a "loss payee"; and (3) workers
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compensation insurance sufficient to cover all of their employees pursuant to Utah State
statutes. All insurance required by the City shall be continuous for the term of the loan.. The application process requires: (1) a completed loan application including a personal
financial statement and a list of business obligations, and (2) business tax returns for the
past three years or since the business was established if less than three years. (3) The
financial information must verify the financial viability of the business, and the applicant's
credit report must demonstrate payment of past obligations.

. Loan applications shall be reviewed by the City's Small Business Revolving Loan Fund
Committee and forwarded to the Mayor for a final decision.

Factors to be determined the City's Small Business Revolving Loan Fund Committee
before any loan may be recommended for approval:

. The net value to be received by the City as measured on a project-by-project basis over
the life of the project. [What identified benefit will the municipality receive in return for
any money or resources appropriated (including all intangible benefits)?; (Must show a
net value to the City at least equivalent to the benefit provided to the recipient)]

. The municipality's purpose for the appropriation, including an analysis of the way the
appropriation will be used to enhance following:

(a) the safety,
(b) the health,
(c) the prosperity,
(d) the moral well-being,
(e) the peace,
(f) the order,
(g) the comfort, or
(h) the convenience

of the inhabitants of the municipality; and

. Whether the appropriation is necessary and appropriate to accomplish the reasonable
goals and objectives of the municipality in the following areas:

(a) economic development,
(b) job creation,
(c) affordable housing,
(d) blight elimination,
(e) job preservation,
(f) the preservation of historic structures and property, and
(g) any other public purpose.

G:\Resoluti\Doug Short matters\2006-2007\Accepting study. approving appropriation & amending small business loan criteria 4-27-06 clean
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