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RE:

Consideration of a loan of up to $7,000,000 to Athens Hotel Development,
LLC for a hotel project located at 18 North Rio Grande Street.

REQUESTED ACTION: Consider approving a resolution authorizing a loan of up to
$7,000,000 to Athens Hotel Development, LLC for a hotel project
located at 18 North Rio Grande Street.
POLICY ITEM:

Depot District project area development.

BUDGET IMPACTS:

Up to $7,000,000 from the revolving loan fund.

EXECUTIVE SUMMARY: Athens Hotel Development, LLC (“Applicant”), is requesting a
$7,000,000 loan through the RDA Loan Program for adaptive reuse of the Union Pacific Station
building and construction of a new mid-rise hotel structure adjacent to the renovated station. The
project is located at The Gateway, at 18 North Rio Grande Street (“Property”), as illustrated in
Attachment A: Site Map and Project Renderings. The terms of the proposed loan are provided in
Attachment B: Resolution for consideration by the RDA Board of Directors (“Board”).
This funding request is needed to fill a financial gap created by the non-traditional costs of
preserving the 110-year-old historic train station and adapting it to hotel use, and by inflated
construction costs driven by public works projects in the region (reconstruction of Salt Lake City
International Airport and the new Utah State Correctional Facility). The Project’s estimated cost
is $80,000,000. The Applicant anticipates being able to attract traditional financing for 60% of
the cost of the project, or $47,850,000, and an equity commitment for 31% of the project cost, or
$24,900,000. The $7,000,000 funding request from the RDA is 9% of the estimated project cost.
RDA FINANCE COMMITTEE RECOMMENDATION: On March 14, 2019, the RDA
Finance Committee (“Committee”) convened to review the Applicant’s $7,000,000 loan request,
and unanimously recommended the approval of the Union Station Hotel loan request with the
terms outlined in Attachment B: Resolution.
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ANALYSIS & ISSUES: An overview of 1) the project, 2) property details, 3) the financial gap,
4) policy alignment, 5) proposed loan terms, 6) capability for loan repayment, and 7) developer’s
experience is as follows:
1. The Project
The Union Station Hotel project includes the adaptive reuse of the Union Pacific Station
building to an upscale boutique hotel. The hotel will contain 210-225 guest rooms and
will house several new food and beverage offerings in addition to approximately 6,000
square feet of event and meeting space. The adaptation of the historic train station will
include signature hotel suites on the upper levels and new restaurant and public spaces on
the ground level. The historic building will be complemented by a new, eight-story
guestroom structure located west of the existing building. The Historic Landmark
Commission approved the project on November 1, 2018, and the Planning Commission
approved the project on November 14, 2018.
•

Estimated Cost: $80,000,000

2. Property Details
The Property is a separate parcel from the rest of the Gateway mixed use development.
The Applicant will execute a 99-year ground lease with Vestar Gateway, LLC, the owner
of the Gateway, that provides full control of the Union Pacific Station building and other
vertical improvements on the parcel. Property details are as follows:
•

Zoning: Gateway Mixed Use (G-MU)

•

Current Use:
o Salt Lake Union Pacific Railroad Station: North wing includes The Depot
entertainment venue, which will remain in operation, and vacant ground-level
restaurant space; south wing includes commercial space, currently occupied
by tenants that will be relocated
o Attached, one-story, commercial space: currently vacant and will be
demolished and replaced by the new, eight-story guestroom structure

3. Financial Gap
The Applicant anticipates being able to attract traditional financing for 60% of the cost of
the project, or $47,850,000, and an equity commitment for 31% of the project cost, or
$24,900,000. The $7,000,000 funding request from the RDA is 9% of the estimated
project cost. The Project’s anticipated capital stack is as follows:
Source
Senior Lender:
Equity:
RDA Gap Financing

Amount
$47,861,000
$24,907,000
$7,000,000
$79,768,000

%
60%
31%
9%
100%

4. Policy Alignment
The Project aligns with the RDA’s goals for the neighborhood with respect to the
following objectives of the agency:
•

Sustainability: The project will utilize existing parking, loading docks, and the
district cooling and heating system, reducing the project’s carbon footprint. The
new hotel structure will be designed to LEED Silver equivalent standards and
incorporate passive and active sustainable strategies to reduce energy demand.
The Applicant’s team will ensure that the energy efficient design is constructed
and commissioned in accordance with the design intent and will monitor its
performance through proper maintenance and operations. Lastly, the project’s
location at the intersection of two UTA TRAX lines will promote the use of
public transportation and support the Gateway as a transit-oriented development.

•

Public Amenities: The Grand Hall of the Union Station Hotel will be planned and
programmed to be a gathering place where the community and hotel guests alike
can connect and enjoy this majestic piece of Utah history. By adapting the historic
train station’s use to hotel and incorporating several new food and beverage
outlets as well as meeting and gathering places, this neighborhood amenity will
provide much greater public access than the current limited hours of 10:00 am to
5:00 pm.

•

Adaptive Reuse: The adaptive reuse will incorporate approximately 44,000 square
feet of the existing building, which will include the Grand Hall and the entire
south wing. The upper levels of the south wing will be converted into signature
hotel suites while the ground level will become a new restaurant, and meeting and
gathering spaces. The majority of the north wing will continue to operate as The
Depot entertainment venue, and the currently vacant ground-level restaurant space
adjacent to The Depot will be renovated and re-opened for restaurant use.

•

Historic Preservation: Through strategic planning and programming, the project
will once again expose the historic portions of the station to today’s travelers and
visitors. The Grand Hall will be re-purposed to serve as the hotel’s lobby lounge,
and food and beverage offerings and guest services will be programmed into
existing rooms along the Grand Hall’s perimeter. A specialty bar will be located
on the second level of the building’s east side and the closed arched windows will
be re-opened to overlook the Grand Hall. The stained glass windows on the
western side of the Grand Hall and the murals on the north and south walls will be
preserved.

•

Permanent Job Creation and Retention: The hotel is projected to create an
estimated 140 new permanent jobs, in addition to the construction jobs created
during development.

•

Transit Alternatives: The Union Station Hotel has immediate proximity to the
UTA TRAX Green and Blue lines, providing access to the airport, downtown
core, and the intermodal hub. The hotel will promote the use of this existing
infrastructure by creating a transit pass program for its employees and
emphasizing the ease of public transportation to its guests.

•

Economic Impact: The redeveloped property will increase the local tax base by
generating new property, sales, franchise, and tourism taxes. The Applicant
projects additional taxes generated by hotel operations to be approximately $58
million over a 15-year operating period from 2022 to 2037, with Salt Lake City
receiving approximately $15 million of this additional tax revenue over the same
15-year operating period. In addition to these direct impacts, the project will have
a positive indirect impact on the local community, specifically the Rio Grande
neighborhood and Depot District.

This loan request includes the following terms that are not standard for the RDA Loan
Program Policy:
•

Term and Repayment: The total term of the loan is proposed to be 12 years, as
follows:
o 2-Year Interest Waiver Period (2020-2021): Interest accrual will be
waived for the 24-month construction period.
o 2-Year Interest Accrual Period (2022-2023): Interest will accrue (on a
standard 20-year amortization schedule) during the 24-month stabilization
period following hotel opening, but Applicant will not make any payments
until the repayment period starts in the third year of hotel operation.
o 8-Year Loan Period (2024-2031): Applicant will make principal and
interest payments until the end of the loan term, at which point the
Applicant will make a balloon payment for the loan balance.

•

Collateral Standards and Guarantees: Since the Applicant controls the Property
through a 99-year ground lease, only the vertical improvements on the Property
are available as collateral. The RDA will be provided a subordinated interest in
the existing historic Union Pacific Station building and future improvements.

•

Interest Rate Reduction: The proposed interest rate has been reduced by 350 basis
points, to recognize the seven public benefit criteria that are provided by the
project.

5. Summary of Proposed Loan Terms
• Amount: Not to exceed $7,000,000
RDA Loan Program Base Rate (U.S. Treasury Yield plus 3%)
Public Benefit Interest Rate Reduction: Sustainability

5.39%
-0.5%

Public Benefit Interest Rate Reduction: Public Amenities
Public Benefit Interest Rate Reduction: Adaptive Reuse
Public Benefit Interest Rate Reduction: Historic Preservation
Public Benefit Interest Rate Reduction: Job Creation
Public Benefit Interest Rate Reduction: Transit Alternatives*
Public Benefit Interest Rate Reduction: Economic Impact
Final Interest Rate**

-0.5%
-0.5%
-0.5%
-0.5%
-0.5%
-0.5%
1.89%

*To be eligible for this interest rate reduction, the project will be required to provide a program that assists
and encourages hotel employees to utilize transit passes for the entirety of the loan term.
**The interest rate provided is an estimate. The final interest rate will be based on the U.S. Treasury Yield
Curve Rate, as determined by the term of the loan, at loan closing. The rate shown is the 10-year Treasury
Yield Curve Rate on March 28, 2019.

•
•

Interest Accrual: Interest accrual shall be waived for a 2-year period during
construction. Interest shall accrue during a 2-year stabilization period following
hotel opening.
Term: 12 years

6. Loan Repayment
The Applicant submitted a project proforma that estimates the Project will reach
stabilization within three years of hotel opening, or at the end of Year 5; however, the
property operations will be sufficient to support all debt service by the end of Year 2 of
operations. Assuming the ramp up of operations occurs as anticipated, the project is
estimated to have stabilized, positive cash flow with the capability to repay the RDA
loan.
7. Developer’s Experience
Athens Hotel Development, LLC, does business under the name of The Athens Group, a
full service real estate development company specializing in the development of upscale
resort communities, luxury resorts, urban hotels, and luxury residences. For over 30years,
The Athens Group has developed best in class luxury resort and urban mixed-use hotel
and residential projects throughout the United States. Included in their portfolio is the
Montage Deer Valley Resort and Residences in Park City, Utah, which was opened in
2010.
Athens Hotel Development, LLC is a special purpose entity used for pre-development
activities. As part of the project capitalization process, Athens and its joint venture
partners will create a single purpose limited liability company to be the ground lessee, the
project owner, fund project equity requirements and provide the necessary loan
guarantees (the “Hotel Venture”).

PREVIOUS BOARD ACTION: None.
ATTACHMENTS:
A. Site Map & Project Renderings
B. Resolution

ATTACHMENT A: SITE MAP & PROJECT RENDERINGS
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ATTACHMENT B: RESOLUTION

REDEVELOPMENT AGENCY OF SALT LAKE CITY
RESOLUTION NO. - - - - - - Loan to Athens Hotel Development, LLC

RESOLUTION OF THE BOARD OF DIRECTORS OF THE REDEVELOPMENT AGENCY
OF SALT LAKE CITY APPROVING THE TERM SHEET FOR THE LOAN TO ATHENS
HOTEL DEVELOPMENT, LLC FOR CONSTRUCTION OF A HOTEL LOCATED AT 18
NORTH RIO GRANDE STREET.
WHEREAS, the Redevelopment Agency of Salt Lake City ("RDA") was created to
transact the business and exercise the powers provided for in the Utah Community Reinvestment
Agency Act.
WHEREAS, the RDA and the governing body of Salt Lake City adopted a redevelopment
plan for the Depot District Project Area.
WHEREAS, the RDA has a revolving loan fund to provide construction loans for projects
located in its project areas.
WHEREAS, Athens Hotel Development, LLC (the "Developer") will construct a hotel
project that includes the adaptive reuse of the Union Pacific Station building and construction of a
new mid-rise guestroom structure (the "Project") on the property consisting of approximately
1.7211 acres located at 18 North Rio Grande Street ("Property").
WHEREAS, the Developer has applied for a loan from the RDA to assist with construction
costs for the Project.
WHEREAS, on March 14, 2019, the RDA Finance Committee reviewed the loan
application.
WHEREAS, based on the RDA Finance Committee's recommendations, the RDA staff
recommends the attached set of terms (the "Term Sheet") for a loan to the Developer, as borrower,
for the Project.
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the
Redevelopment Agency of Salt Lake City that it approves the loan outlined in the Term Sheet
attached hereto, subject to revisions that do not materially affect the rights and obligations of the
RDA hereunder. The Board authorizes the Executive Director to negotiate and execute the loan
agreement and any other relevant documents consistent with the Term Sheet, and incorporating
such other terms and agreements as recommended by the City Attorney's office.

Passed by the Board of Directors of the Redevelopment Agency of Salt Lake City, this
_ _ day of
, 2019.

Amy Fowler, Chair

Sat La<e ity Attorney's Office

Kimb°Mff Chytraus
Date:

TL.4, 2.Dlq

The Executive Director:
_ _ does not request reconsideration
_ _ requests reconsideration at the next regular Agency meeting.

Jacqueline M. Biskupski, Executive Director

Attest:

City Recorder

LOAN TERM SHEET
•
•

Amount: Not to exceed $7,000,000
Interes~t~R~a~t~e~'~~~~~~~~~~~~~~~~~~~~~~~~~~~

RDA Loan Progrrun Base Rate (U.S. Treasury Yield plus 3%)
Public Benefit Interest Rate Reduction: Sustainability
Public Benefit Interest Rate Reduction: Public Amenities
Public Benefit Interest Rate Reduction: Adaptive Reuse
Public Benefit Interest Rate Reduction: Historic Preservation
Public Benefit Interest Rate Reduction: Job Creation
Public Benefit Interest Rate Reduction: Transit Alternatives*
Public Benefit Interest Rate Reduction: Economic Impact
Final Interest Rate**

5.39%
-0.5%
-0.5%
-0.5%
-0.5o/o
-0.5%
-0.5%
-0.5%
1.89%

*To be eligible for this interest rate reduction, the project will be required to provide a program
that assists and encourages hotel employees to utilize transit passes for the entirety ofthe loan
term.
*"'The interest rate provided is an estimate. The final interest rate ovill be based on the U.S.
Treasury Yield Curve Rate, as determined by the tenn of the loan, at loan closing. The rate sho~vn
is the 10-year Treasury Yield Curve Rate on March 28, 2019.

•
•
•
•

•
•
•
•
•

I11terest Accrual: Interest accrual shall be waived for a 2-year period during construction.
Interest shall accrue during a 2-year stabilization period follo\ving hotel opening.
Tenn: 12 years
Principal Amortization: Will begin 2 years after hotel opening and is based on a 20-year
amortization schedule.
Repayment: The RDA shall be paid principal and interest payments beginning 2 years
after hotel opening (4 years after closing) for 8 years. Any outstru1ding balance of the
loan shall be payable in full at the end of the loan term.
Disbursement: Loan proceeds shall be disbursed through construction draws to begin
once developer equity is fully drawn down.
Expenses: Applicant will pay all loan expenses and closing costs, including title
insurance.
Assignment: The loan can be assigned to an approved affiliate of Developer.
Recourse: The loan shall be full recourse before project stabilization, converting to
nonrecourse upon project stabilization.
Prepayment: There are no prepayment penalties.

COLLATERAL AND GUARANTEES
• The RDA will be provided a subordinated interest in Developer's leasehold interest the
existing historic Union Pacific Station building and future improvements at 18 South Rio
Grru1de Street. RDA will be subordinate to a first leasehold mortgage no greater than
65% Loan-to-Cost.
• The Hotel Venture will provide a corporate guaranty to the RDA for the full repayment
of the loan.
• The RDA will rely on the completion guaranty to the frrst mortgage lender, who will
provide a confirmation letter of the conditional guaranty to the RDA.

DESIGN REQUIREMENTS
The RDA understands that the applicant has received conditional approval for the Union Station
Hotel Planned Development and Conditional Building & Site Design Review. Prior to submittal
for building permits, the Applicant shall submit project designs, plans, and specifications to the
RDA. To be eligible for financing, the Project shall receive design approval from the RDA.
CONDITIONS FOR LOAN CLOSING
Prior to loan closing, the Applicant will complete the following:
• Provide a detailed development budget and operating pro forma.
• Provide Business Infonnation required in Part B of loan application for the single
purpose limited liability company (Hotel Venture).
• Provide executed ground lease and parking agreement for the Property.
• Provide appraisal report and title report for the Property.
• Secure sufficient sources of project financing. The amount of the RDA loan sl1all not
exceed $7,000,000 or 9% of the total project cost. Should the ainounts of the first
mortgage and the equity commitment change, the RDA's loan amount shall stay constant
at $7,000,000 or 9% of the total project cost, whichever is less.
• Execute loan documents (e.g. promissory notes, loan agreements, security documents,
and guarantees) as deemed necessary by the RDA m1d its legal counsel.
• Receive all necessary approvals from the City, as further defined in the loan agreement.
• Receive approval from the RDA and its legal counsel of all matters pertaining to title,
legality of the lom1, and the legality, sufficiency, and the form and substance of all
documents that are deemed reasonably necessary for the loan transaction.
• Provide evidence of insurance in such amounts and with such coverage as deemed
necessary by the RDA for the Property.
• Such other terms as recommended by t11e RDA's legal counsel and staff.

