
 

 

DATE:   July 12, 2011 
           
ITEM:   8.A.    
      
RE: CONSIDERATION AND APPROVAL OF A REQUEST FOR 

AN EXTENSION OF  A LOAN BETWEEN THE 
REDEVELOPMENT AGENCY OF SALT LAKE CITY AND 358 
OFFICE ASSOCIATES, LLC  

  
PROJECT AREA: Depot District Project Area      
         
PREPARED BY: Jill Wilkerson-Smith 
 
EXECUTIVE SUMMARY:  In June 2006, the RDA executed a Purchase and Sale 
Agreement with 358 Office Associates, LLC (“Borrower”), to purchase a property owned 
by the RDA located at 365 South 500 West, adjacent to two properties owned by the 
Borrower (CG Howells Building). The purchase involved a loan provided by the RDA to 
the Borrower in accordance with the RDA’s Property Acquisition Loan Program. The 
loan reached maturity on June 30, 2011. The Borrower is seeking a two-year extension of 
its loan under the RDA’s newly adopted Loan Extension Policy. 
 
ALTERNATIVES: 
 

1. Approve the extension of the loan pursuant to the new loan extension 
guidelines.  

2. Do not approve the extension of the loan and proceed with the remedies 
provided the RDA under the default provisions of the Promissory Note. 

 
LOAN COMMITTEE RECOMMENDATION: Since the loan was approved as a land 
disposition, it was not originally reviewed by the Loan Committee. As such it should be 
solely reviewed and considered by the RDA Board.   
 
ANALYSIS AND ISSUES: In June 2006, the RDA Board approved the execution of a 
Purchase and Sale Agreement between the RDA and 358 Associates, LLC (“Borrower”), 
owner of the CG Howells building that sits adjacent to a small strip of land owned by the 
RDA. Salt Lake City Corporation deeded the property to the RDA in exchange for the 
RDA funding the 500 West Park Blocks improvements. The RDA offered to sell the 
property to the Borrower to add it to their current holdings located just east of the subject 
property. On June 30, 2006, the RDA entered into a Purchase and Sale Agreement with 
the Borrower for a sales price of $162,000, based on the property’s appraised value. The 
RDA also executed loan documents with the Borrower, thereby extending a property 
acquisition loan. The rate on the current loan is 5% with a 20-year amortization and a 5-
year balloon. The loan came due on June 30, 2011 with an outstanding principal balance 
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of $136,202.11. The current monthly payment is $1,069.13, and the default rate of the 
loan is 18% per annum on the current principal balance. If the Borrower were to default 
on the loan this month, the monthly payment would increase to $2,102.02.  
 
The Borrower is now requesting a two-year loan extension from the RDA while 
simultaneously seeking other lending sources to refinance the loan. Mr. David Gaskill, 
principal partner of 358 Associates, indicated to the RDA that lenders have not been 
willing to assist in refinancing this loan due its nature as a land loan. However, Mr. 
Gaskill states his intention to pay off the loan before its two-year timeframe is complete 
if credit markets improve. Staff has asked Mr. Gaskill to provide letters from lenders to 
share with the Board, but we have not received any at this writing. 
 
Under the terms of the Loan Extension Policy, the structure of the extended loan would  
be as listed below, including all associated legal fees and a 1% extension fee based on the 
outstanding principal balance: 
 
 Outstanding Principal Balance: 136,202.11 
 Interest Rate: 11.25% (8% + Prime Rate) 
 Term: 10-year amortization with two-year balloon 
 New Monthly Payment: $1,895.51 
 
The Borrower has provided current information to the RDA so that staff can assess the 
Borrower’s ability to pay, and determine its financial status as defined by the Loan 
Extension Policy’s Extension Criteria. These have or have not been satisfied as follows: 
 
              Loan Extension Criteria        Satisfaction of Loan Criteria by Borrower 
1) The borrower should be in 

compliance with all terms of its 
RDA Loan. 

2) The borrower shall provide 
evidence that they have 
unsuccessfully sought 
refinancing from at least two 
legitimate lending institutions. 
 

3) The borrower shall provide 
financial documentation, 
including tax returns, account 
balances, and other financial 
statements, showing that they 
are unable to reasonably pay the 
balloon payment. 

4) The borrower shall provide all 

1) The Borrower is current on its loan payments. 
 
 

2) The Borrower has not provided this information, but 
claims to have been denied loan requests in the last 
few months (see attached letter in loan 
documentation for explanation).  
 
 

3) The Borrower has provided its latest bank statement, 
balance sheet/rent roll/income statement, and tax 
returns for the last three years. The Borrower’s net 
monthly income for all three properties in March was 
$7,790.55. 

 
 

4) The Borrower has provided its DCR/LTV analysis, 
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necessary documentation to 
verify their project’s loan-to-
value (“LTV”) and debt service 
coverage (“DCR”) 
requirements. 

 
 

 
5) The borrower shall provide 

sufficient information to 
confirm that all loan guarantors 
will continue to guaranty the 
loan and have the financial 
resources to do so. 

which has been verified by staff. The project’s DCR 
is 1.27 (1.1 required minimum per RDA). Taking the 
Borrower’s combined 2010 assessed property value 
of $2,846,500 divided by its total outstanding loan 
amount of  
$2,080, 729, the project LTV is 73%, which is within 
the 95% maximum required. 

 
5) The RDA holds the only mortgage on the loan 

subject property. 
 

 
Based on information received by staff, it is not unreasonable to deny the Borrower’s 
request, however the Board may wish to ask the Borrower for proof of loan request 
rejection in the form of letters from other lenders, as required the Loan Extension 
Criteria. 
 
ATTACHMENTS:   Loan Request Letter and Pertinent Documentation from 358 

Associates, LLC. 
 
 


























