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SALT LAKE CITY COUNCIL STAFF REPORT 
__________________________________________________________________________________________ 
 

DATE: March 30, 2007 
 

SUBJECT: Request from Administration to decrease the interest rate 
for the City’s Business Revolving Loan Fund for construction 
mitigation and redevelopment displacement 

AFFECTED COUNCIL DISTRICTS: Citywide 
 

STAFF REPORT BY:   Gary Mumford 
 

ADMINISTRATIVE DEPT.   Mayor’s Office 
AND CONTACT PERSON:  Alison McFarlane 
 

 
In 1991, the City established a revolving loan fund to promote economic development and enhance 
the vitality of the City.  The interest rate for the loans is the prime rate, which is currently 8.25%.  The 
Administration is recommending that the interest rate be lowered to 3% for new loans to qualifying 
businesses impacted by construction or dislocated due to redevelopment projects.   
 

MATTERS AT ISSUE 
The City is currently receiving a large number of loan inquiries because of downtown construction 
projects and redevelopment in Sugar House and in other areas of Salt Lake City.  The Administration 
is requesting authority to make loans at a lower interest rate to provide an opportunity for more 
impacted businesses to take advantage of the loan program.   
 
The City sets loan interest rates according to the Wall Street Journal prime rate, which is the rate that 
banks typically lend money to their most-favored customers.  As of the date of this staff report, the 
prime rate reported by the Wall Street Journal was 8.25%.  The Administration is recommending that 
the interest rate for the Business Revolving Loan Fund program carry an interest rate of 3% for  
(1) businesses impacted by road construction, (2) businesses impacted by downtown development 
construction, and (3) small, locally-owned, independent businesses that are dislocated due to 
redevelopment that wish to relocate within Salt Lake City.   
 
Construction mitigation loans have been a higher risk to the City than the other business loans.  These 
loans are limited to $20,000 per business.  Of the 36 road construction loans granted, 6 have defaulted 
and have been written off, which is a default rate of 16.7% for a total loss to the City of $51,735.  A 
25% collateral requirement may be waived based on an evaluation of the applicant’s credit history.  In 
the past, the interest rate for most of the road construction loans was about 5%, which was the prime 
rate at the time the majority of the loans were issued.   
 
Other loans from the Business Revolving Loan Fund including relocation loans are limited to $100,000 
per business if they provide sufficient collateral to secure at least a minimum of 25% of the loan and 
make cash injection of 10% of the City’s loan amount.  Loans greater than $100,000 are required to be 
fully collateralized.  There is currently $3,804,000 available in the revolving loan fund.  However, the 
potential for business relocation loan applications is considerable.  There are a significant number of 
businesses that will likely lose their lease at the Granite block in Sugar House in addition to 
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businesses impacted by redevelopment at other locations of the City.  The Revolving Loan Fund may 
not have sufficient resources for all of the relocation costs in addition to the needs of other businesses 
impacted by construction or those applying under the regular loan program for expansion, etc.  The 
City may need to consider additional resources and tools to aid those businesses needing to relocate 
so as not to deplete the loan fund.   
 
A description of the loan program and loan terms is included in the Administration’s 
transmittal.  One of the loan terms is general liability insurance with minimum coverage of 
$1,328,400 per occurrence and $2,656,800 aggregate.  Many small businesses do not carry 
liability insurance in these amounts and find it very expensive to obtain the coverage.  The 
City Attorney’s Office is developing recommendations to address insurance coverage for 
those contracting with the City including those receiving small business loans.  In the 
interim for the loan program, the City Attorney has been waiving the insurance 
requirements as allowed by ordinance since the City wouldn’t normally have any liability for 
the acts of an independent business.   
 

OPTIONS: 
The Administration is recommending that the interest rate be lowered to 3% for new loans to 
qualifying businesses impacted by construction or dislocated due to redevelopment projects.  The 
Council may wish to consider the following options:   

1. Forward the Administration’s proposed resolution (3% interest rate) to a future 
Council meeting for consideration.  

2. Set the interest rate to prime minus some specific percent (such as 3% or 4%) with a 
minimum of 3% so as to be a little more in line with loan rates available from 
commercial lenders.  

3. Set the interest rate for businesses impacted by construction equal to 5% or the 
prime rate whichever is less rather than 3% since the City has experienced more risk 
with these loans in the past.   

4. Explore other resources and tools in addition to the Business Revolving Loan Fund to 
assist those businesses needing to relocate because of redevelopment.  

5. Other options that may be identified by Council Members. 
 

CHRONOLOGY: 
• 1991 – The City established a revolving loan fund to promote economic development and 

enhance the vitality of the City.  Applications are reviewed by a committee of City staff and 
two members of the banking industry.  The committee makes recommendations to the Mayor.  
If the Mayor agreed with the recommendation, the loan applications are forwarded to the City 
Council for consideration.   

• 1998 – The Council approved a loan program for businesses along the Main Street light rail 
corridor.  These loans did not require City Council approval of the individual loans.   

• 2000 – The Council approved a loan program for businesses along the 400 South construction 
corridor.   

• 2002 – The Council adopted loan criteria, which included a point-system matrix to be used by 
the Business Loan Committee to evaluate loan applications.  By resolution, the Council 
authorized the Mayor to administer the business loan program in accordance with the criteria 
without Council approval of individual loans.   

• 2003 – The Council amended the loan criteria and authorized a grant to the Utah 
Microenterprise Loan Fund to help start-up businesses.   
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