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Salt Lake City has a Housing Trust Fund from which loans can be made to encourage affordable 
and special needs housing development within the City.  Wasatch Advantage Group has applied 
to the City for an $850,000 loan from the City’s Housing Trust Fund as partial financing to 
construct the Providence Place Apartment Project to be located at 309 East 100 South that will 
consist of 125 affordable rental housing units for residents at 60% of the City’s area median 
income or lower.  This group had previously applied for and received an $850,000 City loan for a 
200 unit apartment project on 200 East but wasn’t able to obtain the site.  

On July 11, 2006, the Council held a briefing and discussion on the proposed loan.  The current 
balance in the City’s Housing Trust Fund is $2,767,000 before considering this loan request.  
Three other developers have expressed an interest in applying for City loans.  The Housing 
Authority has indicated that it may sell a portion of its public housing, which could result in 
several loan requests for retrofit.   

The developers are asking for the same loan amount ($850,000) as was awarded for the City Plaza 
project.  Council Members asked during the briefing how the cost per unit of the Providence 
Place Apartments compares with the cost per unit of the City Plaza project.  At this loan amount, 
the City’s participation per unit will be $6,800.  The City’s average per unit participation has been 
$6,379 for multi-family projects from the housing trust fund for long-term loans including market 
rate units. The estimated total cost per unit for the City Plaza project was $112,794 (total uses as 
provided on the loan application including land, parking structure, development fees, etc. 
divided by 200 units).  Some of the costs are related to the commercial aspects of the City Plaza 
project including some parking for commercial customers.  The total cost per unit for the 
Providence Place Apartments is $114,207 (total uses as proposed on the loan application divided 
by 125 units).  One of the reasons why the per-unit cost does not show a greater increase is that 
the costs of the City Plaza project included a commercial aspect.  In addition, the land for the 
Providence Place Apartments was obtained at a favorable price, which helps to lower the cost per 
unit even though construction costs have significantly increased from the time when the City 
Plaza project was proposed.  Mr. Kevin Keating representing the developers explained that the 
construction cost per square foot for the City Plaza Project was estimated to be $68 to $70 per 
square foot while construction cost for the Providence Place Apartments is approaching $100 per 
square foot.   
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The project meets the following new housing polices currently being considered: 
• Creation of a variety of city-wide residential housing units, including affordable housing 
• Proximity to mass transit, retail and commercial services 
• Housing units that are consistent with the Federal Americans with Disabilities Act 
• New housing development within the Downtown area 
• Per unit construction costs are within the industry standards 
• Provision of adequate off-street parking 
• Property acquisition was at or below market value 
• Developer fees are consistent with criteria adopted by the Utah Housing Corporation 
• A preference that developer ownership will continue for a minimum of seven years 

The project is NOT consistent with the following new housing policies/preferred criteria 
currently being considered: 

• The preference for mixed-income projects (mixed rents)  
• The preference for the number of affordable units to exceed the percentage of market rate 

units if the project is located in an area with a median income of 60% or above the City’s 
AMI (the AMI for this area is lower than 60%) 

Inconsistencies with guidelines and usual practice are: 
a. The amount of the requested loan is in excess of the $300,000 maximum guideline. 
b. The interest rate requested is less than a Council resolution stating that interest on loans 

will exceed the interest rate the City earns on its investments. 
c. Repayment of the loan is requested to begin 90 days following construction with interest-

only payments prior to this time.  Typically, the City’s loans require the first payment of 
both interest and principal to begin within 60 days of issuing a loan.   

 
MATTERS AT ISSUE: 

Loan Amount – The developers originally asked for a 40-year loan, but they have modified their 
request to include a balloon payment after 30 years.  Both the Housing Trust Fund Board and the 
Mayor recommended a 30-year loan term.  In the event that the developers refinance the project 
earlier, they will pay off the loan earlier.  Typically, the developers’ tax credit financing requires 
the developers to be involved in the project for at least 15 years following construction.  Mr. 
Keating and his partners agreed that they would remain in the project for at least 15 years.  Low-
income restrictions stay with the property for 51 years.   

Interest Rate – The developers requested a 2.45% interest rate on the City’s loan, and the Mayor 
proposed a 4.65% rate based on the City’s investment earnings.  As an option, the developers 
have proposed an interest rate that starts out at 2.45% and steps up to 6.8% over 30 years for an 
average interest rate of 4.65%.  This would fit the developers’ need during the early years of the 
loan and would provide the City with a 4.65% average interest rate over the life of the loan.  
Refinancing early would mean that the City receives less than the total projected interest, but 
allows funds to be loaned out again.  The propose interest rates are as follows:  

Years Interest Rate 
  1-5 2.45% 
 6-10 3.65% 
11-15 4.85% 
16-20 5.90% 
21-25 6.55% 
26-30 6.80% 
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Mix of Incomes – A City subsidy is generally made available in order to encourage mixed-income 
projects (mixed rents).  All of the units in the Providence Place Apartments are proposed for 
residents at 60% of the City’s area median income or lower.  All two bedroom units will rent at 
$767; all one-bedroom units will rent at $641; and all studio units will rent for $604.  While the 
developer indicated that the project would allow for a mix of incomes, it does not provide for a 
mix of rents – lower income people would still pay the same rent amount.  The Utah Housing 
Corporation has indicated to the Administration that this project would not be considered an 
“affordable mixed-income project” because it has no mix of affordable rents for lower average-
median-income persons.  Without some concession for lower-income renters, it is not likely that 
the project would be considered by low-income advocates to be beneficial to the low-income 
group.  
 
In order to provide for a sliding scale of rents to meet a variety of incomes, the developers said 
that they would need an additional City subsidy (increased loan amount).  The Developer’s 
indicated that the project will not “pencil” with additional developer investment. 
 
Mr. Keating pointed out that there are already a number of very low-income projects in the 
downtown area as well as market-rate and for-sale projects.  He asserts that the Providence Place 
Apartments will help the city to start to meet the cross section of income levels in the downtown 
by focusing on upper lower-income households.  Based on a market study, the project will fill a 
niche in the current housing inventory for those with income at 60% of area median income or 
less.  Mr. Keating said that the project will appeal to potential renters because of quality of 
construction, affordability and downtown location.  Mr. Keating also explained that the project 
benefits the local economy with local sub-contractors, local suppliers, local architects, and 
includes $5 million of federal funding through tax credits to the benefit of the local economy.   

Debt Coverage Ratio – In order to provide a debt coverage ratio of 1.15 ($115 of projected net 
rents for every $100 of debt service payments), the developers have proposed decreasing the 
permanent loan by $35,000 and increasing the deferred developer fee by the same amount.  The 
Utah Housing Corporation sets a standard debt coverage ratio of 1.15.  The ratio excludes 
deferred developers fees.   

Project Equity – Developer fees provide most of the financial incentive for development of 
affordable housing since operating profit is limited.  For the Providence Place Apartments, most 
of the developers’ fee (approximately $1,200,000 depending on escalating construction costs) is 
available once the project achieves 93% stabilized occupancy for 90 days, but a portion ($377,790 
including the $35,000 discussed under debt coverage ratio) is deferred over a 10-year period to be 
paid from net rent after all other expenses and loan payments are made.  The senior lender is also 
requiring the Developer to provide construction completion guarantees, which means if there are 
construction cost over-runs, the developer will have to contribute funds to pay for the cost over-
runs or defer more developer fee. 

Loan period –The Housing Trust Fund Board typically recommends 30-year loans.  The Board 
forwarded a recommendation for a 30-year loan for the Providence Place Apartment project.  The 
developers are asking for a 40-year loan amortization with a balloon payment at the end of 30 
years.  Mr. Kevin Keating told Council staff that the higher debt service of a 30-year loan may 
result in an unfeasible project.  With a 40-year amortization, the monthly debt service amount is 
lower.  Since the senior mortgage is sized based on how much net cash flow is available, the 
lower monthly debt service allows the developers to borrow more from the senior lender.   
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Loan Repayments – Typically, the City’s loans require the first payment of both interest and 
principal to begin within 60 days of issuing a loan.  The developers requested that repayment of 
the loan is requested to begin 90 days following construction with interest-only payments prior to 
this time.   

Housing Policy – The Council has yet to formally adopt the housing policy.  Key concepts of that 
policy are using City resources to support mixed income housing with mixed rents and 
establishing a limited dollar amount for loans.  As developers consider applying for future Salt 
Lake City Housing Trust Fund loans they may consider the Council’s action on this loan as a 
precedent.  The Council may wish to clarify through specific motion language whether the 
Council intends to set a precedent with this decision, or whether there are unique circumstances 
relating to this request.    

 
POTENTIAL MOTIONS:   
The attached resolution is per the Mayor’s recommendation.  The resolution will be revised if the 
Council approves a loan at another dollar amount or with different rates or terms.  The loan 
documents will require that the project be developed as proposed.  If a Council Member makes a 
motion to authorize a loan, the Council Member may wish to include some of the following 
points: 

• The Council recognizes the need for housing in this area of the City. 
• The Council recognizes the need for housing with this income level. 
• The Council recognizes the need for a variety of housing including studio, one bedroom 

and two bedroom units. 
• The Council recognizes the investment from other resources including $5 million in 

federal tax credits and $8 million invested through private activity bonds. 
• The Council re-affirms its long-term goal of supporting mixed income housing with 

emphasis on disbursing low-income housing throughout the city rather than 
concentrating low-income housing in a few areas, and believes that this project furthers 
the goal to a limited extent in that it enhances the income level in this neighborhood and 
may prompt other development.  

 

The City Council has several options relating to this loan request including the following 
potential motions.   

1. [“I move that the Council”]  Adopt a resolution authorizing 30-year $600,000 loan at 4.65% 
from the Salt Lake City Housing Trust Fund to Wasatch Advantage Group for construction 
of the Providence Place Apartments with interest and principal payments beginning 
within 60 days of issuing the loan. (Mayor’s recommendation) 

2. [“I move that the Council”]  Adopt a resolution authorizing 30-year $500,000 loan at 5% 
from the Salt Lake City Housing Trust Fund to Wasatch Advantage Group for construction 
of the Providence Place Apartments with interest and principal payment beginning within 
60 days of issuing the loan. (Housing Trust Fund Board’s recommendation) 

3. [“I move that the Council”]  Adopt a resolution authorizing 30-year $850,000 loan from the 
Salt Lake City Housing Trust Fund with a 40-year amortization and balloon payment at the 
end of the 30-year term and at an average interest rate of 4.65% with stepped rates 
beginning at 2.45% and increasing to 6.8% and with payments of interest during the 
construction period and loan principal payments to begin within 90 days following 
construction completion.  (Developers’ modified request) 
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4. [“I move that the Council”]  Adopt a resolution authorizing a loan from the Salt Lake City 
Housing Trust Fund to Wasatch Advantage Group for construction of the Providence Place 
Apartments (specify loan amount, loan term, interest rate, and when loan principal 
repayments begins) 

5. [“I move that the Council”]  Deny the loan request. 
 
 
 

The following information was provided previously.  It is provided again for your reference.  
 

 
On April 19, 2005, the City Council approved a 40-year $850,000 loan at an interest rate of 2.45% 
for the City Plaza Apartment project on 200 East that was to provide 200 affordable units for 
households with income at 60% of area median income or less.  There were some delays between 
the loan request and approval because the city was drafting a new loan policy.  Shortly after the 
loan was approved, the developer determined that the site was no longer available.  After months 
of looking for a similar site, one of the original partners of the City Plaza project along with 
additional partners/investors acquired land at 309 East 100 South and requested a similar loan 
for a project to be known as the Providence Place Apartments.   

The Providence Place Apartments will consist of 125 rental units comprised of 30 two 
bedroom/two bath units (rent $767), 69 one-bedroom/one bath units (rent $641), and 26 studio 
units with one bath (rent $604).  Rents will be restricted and targeted to households at 60% of the 
area median income or lower.  The Administration’s transmittal points out that rents are in line 
with the independent market study.  The $14,000,000 project will remain affordable for 51 years.  
The City’s loan will be leveraged with $8,100,000 of private activity bonds issued by the Utah 
Housing Corporation and $4,983,000 of tax credits.  The permanent financing will reimburse the 
partners for the cost of the land and predevelopment costs.   

The project will include 125 covered parking spaces in a tiered parking structure and an outdoor 
plaza and/or roof garden.  All units will be handicap accessible.  The project will include the 
following amenities:  controlled access, on-site management office, club room/computer resource 
center/library, and fitness room.  The units will have walk-in closets, dishwashers, and clothes 
washers and dryers.  

The project provides additional affordable housing units in the downtown area and increases the 
property tax base for the City.  The local economy benefits with the use of local contractors and 
architects as well as from the increase in the number of city residents living near the central 
business district.  A letter from the Central City Neighborhood Council dated May 3, 2006 states 
that there was general support for this project.   

The developer will be eligible for an impact fee waiver of $162,500.  The traditional source for 
funding these waivers is from fund balance.   
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@ to increased costs of borrowing to the City, then we ask that the interest rate on the loan not be any 
higher than necessary and, in any event, not higher then the cost of funds to the City. 

We are committed to developing decent, safe, and affordable apartment communities. With the City 
Council's approval of this final aspect of our project financing we hope to start preparing the 
construction site within the next few weeks. The lack of affbrdable housing in downtown Salt Lake 
has been well documented in the City's own housing needs analysis. The 125 affordable apartment 
units proposed for the Providence Place Apartments will help the City satisfy its affordable housing 
needs and will benefit all the citizens of Salt Lake by addressing a very real affordable housing 
problem within the city. 

We are grateful for your continued assistance with regard to this loan application and look forward 
to partnerhg with the City to address the need for quality affordable housing downtown. Thank you 
again for your time and consideration of this request. Please do not hesitate to call me if you have 
any additional questions concerning any aspect of our proposed development or in connection with 
the loan application. You can reach me at (402) 504-1942 or by email at kkeating@netwasatch.com. 

Sincerely, 

Kevin M. Keating 
Vice President Acquisitions & General Counsel 
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