STAFF REPORT — CITY COUNCIL MEETING

May 29, 2024
TO: Honorable Mayor and City Council Members
FROM: David Loya, Director of Community Development

PREPARER:  Nick Brichta, Community Development Specialist

DATE: May 21, 2024

TITLE: Consider Authorizing an Application to the Competitive Permanent Local
Housing Allocation Program for Funding for an Affordable Housing Project at
1622 Old Arcata Road.

RECOMMENDATION:

It is recommended that the Council consider authorizing the City of Arcata to submit an application
to the California Department of Housing and Community Development for funding under the
Competitive Permanent Local Housing Allocation Program (CPLHA).

INTRODUCTION:

On November 1, 2023, the City authorized a loan to affordable housing developer Danco
Communities for predevelopment studies, planning, design, and engineering, as well as permits to
plan the development of an affordable housing mixed-use project at 1622 Old Arcata Road, also
known as Roger’s Garage. Since the approval of the predevelopment loan, Danco Communities
performed environmental and cultural analysis of the site before planning for the development of the
property with an affordable housing project called the Valley View Commons. Danco Communities
now seeks funding for the development of the property and has asked the City to authorize an
application to the Competitive Permanent Local Housing Allocation Program (CPLHA).

BACKGROUND:

The Permanent Local Housing Allocation Program (PLHA) was established in 2017 by the Building
Homes and Jobs Act. Funded by a $75 recording fee established on real estate documents, the
program is intended to increase the supply of affordable homes in California. PLHA funding is
divided into formula and competitive components. The formula allocation component is awarded to
eligible jurisdictions based on an established formula. Competitive allocation funds are distributed
based on the rating and ranking of applications.

On November 1, 2023, the City authorized a $180,000 loan to Danco Communities for
predevelopment costs associated with developing 1622 Old Arcata Road using entitlement formula
component PLHA funds. After receiving the results of environmental and cultural analysis, Danco
Communities has decided to move forward with development of the site. To finance development,



Danco Communities has proposed an application to the PLHA competitive allocation component. To
be eligible for this funding source, Danco Communities must take on the City as a co-Applicant.

DISCUSSION:

CPLHA applications for projects may range from a minimum of $500,000 to a maximum of $5
million including up to 5% for administrative costs. Danco Communities has offered to complete the
application for CPLHA funding. City staff will only be required to provide basic administrative
support to ensure the timely submission of the application.

CPLHA funding is eligible for the development of new multifamily rental housing that is affordable
to households at or below 60% of area median income. If CPLHA funding is secured for the
development of the Valley View Commons, the finished project will need to comply with this
affordability requirement.

The application for CPLHA funding must be submitted to the Department of Housing and
Community Development by June 6, 2024. For an application from the City and Danco
Communities to meet this deadline, the Council would need to approve the template Authorizing
Resolution 234-56 (Attachment A) at its next regular meeting on June 5, 2024, on Consent.

ENVIRONMENTAL REVIEW (CEQA):

The loan will not have direct impacts on the environment. Because the nature of the project is
unknown at this time, it is speculative to suggest that there may be indirect impacts on the
environment. Therefore, this action qualifies for the common sense exemption because it can be seen
with certainty that the action will not have an impact on the environment. Any actions taken as a
result of the loan will be evaluated for compliance with CEQA. This action is exempt pursuant to
CEQA Guidelines Sec. 15061 (b)(3).

BUDGET/FISCAL IMPACT:

The application for CPLHA funding will be completed by Danco Communities and will place only a
minor administrative burden on City Staff.

ATTACHMENTS:
A. Resolution 234-56 (DOCX)



