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May 12, 2026

Jennie Short

Blue Lake City Manager
Blue Lake City Council
111 Greenwood Road
Blue Lake, CA 95525

RE: Developer Notice of Default by City and Demand
Ms. Short:

Danco Communities has acted in good faith and diligently pursued the Baduwa’t Community Project in
reliance upon the City of Blue Lake’s repeated representations, ongoing collaboration, and continued
processing of the project over a period of approximately four years.

The project originated through collaboration with the City and was memorialized in the Disposition and
Development Agreement (“DDA”) executed June 28, 2022. The DDA contemplated development of a
mixed-use affordable housing project consisting of affordable residential units together with
commercial/light industrial space. Throughout the entitlement process, Danco consistently worked with
City staff, consultants, and the community to refine and advance the project in accordance with City
direction and evolving requirements.

At the outset of the project, City staff represented that the project was principally permitted within the
applicable zoning and was anticipated to qualify for a CEQA categorical exemption. Relying upon those
representations, Danco proceeded with project planning, design development, consultant engagement,
environmental review coordination, and substantial financial investment.

However, after the project had already significantly progressed, City staff materially changed the CEQA
pathway in 2023 and informed Danco that the project would instead require preparation of a full Initial
Study / Mitigated Negative Declaration (“IS/MND").

In response to this change, Danco promptly funded and completed all technical studies requested by the
City, including CEQA documentation prepared by the City’s contract planner, SHN, biological
assessments, cultural resource investigations, traffic analyses, drainage reports, and soil and
groundwater management plans. Numerous studies initially completed in 2022 and 2023 were later
revised and updated again in 2024 based upon revised site plans and continued City review comments.
Despite Danco’s cooperation and continued responsiveness, the City did not complete or circulate a
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draft IS/MND for review, even after more than ten months had elapsed following the shift in CEQA
strategy.

During this time, the project itself underwent multiple rounds of revisions in response to City comments
and requests and evolved substantially. Although collaboration between Danco and City staff produced
many substantial and positive design changes, many of the City’s requested revisions involved mere
formatting, presentation, or other non-substantive matters rather than fundamental project
deficiencies. Danco repeatedly submitted revised plans, supplemental materials, and updated studies in
an effort to satisfy changing review expectations and continue advancing the project.

Compounding these delays, the City experienced planning staff turnover, inconsistent review timelines,
shifting procedural expectations, and prolonged periods without substantive progress toward public
hearings or approvals. Despite Danco having submitted all requested application materials and technical
studies, the City did not schedule the project for Planning Commission consideration.

The parties mutually executed an extension acknowledgment extending the DDA conveyance deadline
from December 31, 2024, to May 31, 2025 pursuant to Section 203 of the DDA.

Prior to expiration of the extended deadline, Danco formally requested an additional 12-month
extension through May 31, 2026. In that request, Danco explained that the extension was necessary
because the entitlement process and financing process could not be completed absent further City
action and completion of the environmental review process. Danco specifically documented that:

e the project had originally been expected to qualify for a CEQA exemption;

o the City later required an IS/MND;

e Danco had fully funded and submitted all required technical studies;

e the City had not yet produced a draft IS/MND; and

e the Planning Department had verbally indicated the SB 330 application package was complete.

Despite Danco’s pending extension request and years of continued project processing, the City did not
substantively respond to the extension request for approximately ten months. Instead, on March 17,
2026, the City issued a Notice of Default under Section 601 of the DDA. The Notice of Default asserted,
among other things, that Danco had failed to satisfy conditions precedent under the DDA, had not
secured entitlements or financing, and had deviated from the project scope by increasing the residential
unit count and reducing commercial square footage.

The City’s position ignores the practical reality that Danco could not obtain financing or close escrow
without completion of the entitlement process and environmental review process, both of which
remained under the City’s control and had been substantially delayed by the City’s own procedural



DANCO

THE DANCO GROUP OF COMPANIE Danco Communities

Phone:(707) 822-9000 5251 Ericson Way

Fax: (707)8229596 Arcata, CA 95521
www.danco-groun.com

changes, review delays, staffing turnover, and failure to advance the project to hearing. Throughout the
process, Danco continued to invest substantial resources into the project in reliance upon the City’s
ongoing participation, direction, and repeated processing of revised applications and studies.

Further, the City’s assertion that Danco materially deviated from the Scope of Development ignores the
fact that the project evolved through years of collaboration, revisions, and City review. The City
accepted, reviewed, and processed revised project plans over an extended period of time without
terminating the DDA or rejecting the applications outright. The City’s continued engagement reasonably
induced Danco to continue expending substantial time and money pursuing approvals under the
understanding that the project remained active and capable of approval.

Specifically, the City’s assertion that the project failed to provide the agreed-upon commercial square
footage is inconsistent with the parties’ prior discussions and the City’s own direction during the
entitlement process. Danco explicitly discussed the ground-floor configuration with City staff and the
City Planner, and it was understood that the submitted plans would show residential dwelling units
while preserving the ability to convert those areas back to commercial space in the future. Danco
proceeded in reliance upon that direction, and the submitted plans were intentionally designed to allow
reconversion to commercial use without substantial redesign. Accordingly, the alleged reduction in
commercial square footage does not constitute a material deviation from the DDA or a valid basis for
asserting default. At all relevant times, the project retained the ability to revert to a more commercial-
oriented configuration. Project plans have been revised to remove the residential units on the ground
floor and reinstate the commercial units.

Following the March 17, 2026 Notice of Default, the City waited approximately thirty days and then
issued a Notice of Termination dated April 29, 2026, pursuant to Section 611 of the DDA. The Notice of
Termination asserted that Danco had failed to cure the alleged defaults within the thirty-day period. At a
project meeting to discuss the Notice of Default, Danco’s made clear to the City Manager that it was
their intention to work to cure the alleged defaults. The DDA represents that Danco would have 90 days
to do so.

The City’s termination occurred after years of continued collaboration, repeated requests for revised
materials and studies, execution of prior deadline extensions, and ongoing processing of the project
despite the City’s awareness that the entitlement and financing process remained incomplete due in
significant part to City-caused delay. Danco has consistently acted in good faith, diligently pursued the
project, responded to City requests, funded extensive technical and environmental studies, and
remained prepared to proceed. The record demonstrates that the project delays were substantially
driven by evolving City requirements, prolonged administrative review, and the City’s own failure to
timely complete environmental review and advance the project through the entitlement process.
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The Developer believes that the Notice of Default and Notice of Termination are without factual basis
and were delivered in bad faith. The above-referenced actions and inaction of the City that hindered,
delayed, and misdirected the Project constitute material defaults under the DDA, and this letter shall
constitute a notice of default by the Developer to the City in accordance with Section 601.A of the DDA.
The City's actions also constitute constructive discretionary disapproval of the Project pursuant to
Section 107.E of the DDA, and the Developer hereby demands reimbursement of Developer
Reimbursable Costs in the amount of $200,000. Evidence of these costs is attached.

Notwithstanding the foregoing, the Developer is prepared to move forward with the development of the
Project and is committed to seeing this Project through to completion. We are open to discussing a
recission of the Notice of Termination with the City and the renewal of the DDA.

Chris Dart

President of Danco Communities

Attachments: Accounting of project



DANCO COMMUNITIES

Summary of Project Costs - Blue Lake Affordable Project Date: May 12, 2026

CLOSEOUT INVOICE SUMMARY

SL Software Accounting (Pre-May, 2024) $ 259,518.48 1 $ 259,518.48

Spectrum Software Accounting (Post-May, 2024) $ 65,162.66 1 $ 65,162.66
Subtotal: $ 324,681.14

TOTAL $ 324,681.14

Please see detailed backup in the pages following for all predevelopment costs incurred to date.



Date: Monday, February 10, 2025
Time: 2:06:15PM
User: CKEENEY

Company ID: DCI1

Task Description

Danco Communities, Inc Page:

. . Report:
Project Transactions - Standard
({pjproj.project} = 'DC094’)

GL Subaccount 00-00 Company Level

Project Manager DARTO01 Chris Dart

Project DC-094 Blue Lake Family Affordable Housing
Periad 01-2000 Thrn 02-2024

Transaction

1 of 1

PA150.rpt
Company: DCI1

Account Category Employee Vendor Company date Source Comment Hours Amount

01000 Land
OTHER Commonwealth Land Ti DCI1 7/7/2023 VO CLTO01 Commonwealth Land Tit] 0.00 15,000.00
OTHER Commonwealth Land Ti DCI1 7/19/2023 AD CLTO01l Commonwealth Land Titl 0.00 -15,000.00
*** Total Company DCI1 0.00



Date: Monday, February 10, 2025
Time: 2:06:15PM
User: CKEENEY

Danco Communities, Inc

Project Transactions - Standard
({pjproj.project} = 'DC094’)

Page:
Report:

1 of 1
PA150.rpt
Company: DCI1

GL Subaccount 00-00 Company Level
Project Manager DARTO01 Chris Dart
Project DC-094 Blue Lake Family Affordable Housing
Pariod 01-2000 Thru 02-2024
Company ID: DCI1
Task Description Transaction
Account Category Employee Vendor Company date Source Comment Hours Amount
* Total OTHER 0.00 0.00
** Task 01000 Net 0.00
04500 Market Study
SUBCONTRACTOR Raney Planning & Man DCI1 2/28/2021 VO RPMIO1 Raney Planning & Mane 0.00 850.00
*** Total Company DCI1 -850.00



Date: Monday, February 10, 2025
Time: 2:06:15PM
User: CKEENEY

Danco Communities, Inc

Project Transactions - Standard
({pjproj.project} = 'DC094’)

Page:
Report:

1 of 1

PA150.rpt

Company: DCI1

GL Subaccount 00-00 Company Level
Project Manager DARTO01 Chris Dart
Project DC-094 Blue Lake Family Affordable Housing
Periad 01-2000 Thrn 02-2024
Company ID: DCI1
Task Description Transaction
Account Category Employee Vendor Company date Source Comment Hours Amount
* Total SUBCONTRACTOR 0.00 850.00
** Task 04500 Net -850.00
11000 Design
SUBCONTRACTOR Remi Y. Tan DCI1 3/22/2021 VO RYTO1l Remi Y. Tan 0.00 2,500.00
SUBCONTRACTOR Remi Y. Tan DCI1 3/31/2021 VO RYTO1 Remi Y. Tan 0.00 7,500.00
SUBCONTRACTOR K. Boodjeh, Architec DCI1 5/21/2021 VO KBAOl K. Boodjeh, Architect 0.00 2,685.25
*** Total Company DCI1 -12,685.25



Date: Monday, February 10, 2025
Time: 2:06:15PM
User: CKEENEY

Danco Communities, Inc

Project Transactions - Standard
({pjproj.project} = 'DC094’)

Page:
Report:
Company: DCI1

1 of 1

PA150.rpt

GL Subaccount 00-00 Company Level
Project Manager DARTO01 Chris Dart
Project DC-094 Blue Lake Family Affordable Housing
Period 01-2000 Thru 02-2024
Company ID: DCI1
Task Description Transaction
Account Category Employee Vendor Company date Source Comment Hours Amount
* Total SUBCONTRACTOR 0.00 12,685.25
OTHER Michael Page Interna DCI1 4/21/2021 VO MPIO1 Michael Page Internati 0.00 3,000.00
OTHER K. Boodjeh, Architec DCI1 6/30/2021 VO KBAO1l K. Boodjeh, Architect 0.00 10,805.00
OTHER K. Boodjeh, Architec DCI1 7/30/2021 VO KBAO1l K. Boodjeh, Architect 0.00 12,750.00
OTHER K. Boodjeh, Architec DCI1 8/9/2021 VO KBAO1l K. Boodjeh, Architect 0.00 625.00
OTHER K. Boodjeh, Architec DCI1 9/8/2022 VO KBAOl K. Boodjeh, Architect 0.00 4,100.00
OTHER K. Boodjeh, Architec DCI1 9/30/2022 VO KBAOl1 K. Boodjeh, Architect 0.00 4,082.50
OTHER K. Boodjeh, Architec DCI1 11/1/2022 VO KBAOl K. Boodjeh, Architect 0.00 6,007.50
OTHER K. Boodjeh, Architec DCI1 12/1/2022 VO KBAOl1 K. Boodjeh, Architect 0.00 8,442.50
OTHER K. Boodjeh, Architec DCI1 2/7/2023 VO KBAOl1 K. Boodjeh, Architect 0.00 11,285.00
OTHER K. Boodjeh, Architec DCI1 3/1/2023 VO KBAO1l K. Boodjeh, Architect 0.00 9,937.50
OTHER K. Boodjeh, Architec DCI1 4/3/2023 VO KBAOl1 K. Boodjeh, Architect 0.00 10,062.50
OTHER K. Boodjeh, Architec DCI1 5/1/2023 VO KBAO1 K. Boodjeh, Architect 0.00 9,812.50
OTHER K. Boodjeh, Architec DCI1 5/25/2023 VO KBAO1l K. Boodjeh, Architect 0.00 9,937.50
OTHER K. Boodjeh, Architec DCI1 6/21/2023 VO KBAOl K. Boodjeh, Architect 0.00 9,875.00
OTHER K. Boodjeh, Architec DCI1 6/30/2023 VO KBAO1l K. Boodjeh, Architect 0.00 6,937.50
*** Total Company DCI1 -117,660.00



Date: Monday, February 10, 2025
Time: 2:06:15PM
User: CKEENEY

Company ID: DCI1

Task Description

Danco Communities, Inc

Project Transactions - Standard
({pjproj.project} = 'DC094’)

GL Subaccount 00-00

Project Manager DARTO01

Project DC-094

Periad 01-2000 Thrn 02-2024

Transaction

Page:
Report:

1 of 1

PA150.rpt

Company: DCI1

Company Level
Chris Dart

Blue Lake Family Affordable Housing

Account Category Employee Vendor Company date Source Comment Hours Amount
* Total OTHER 0.00 117,660.00
** Task 11000 Net -130,345.25

13000 Surveying & Engineering
SUBCONTRACTOR Kelly-O'Hern Associa DCI1 2/28/2021 VO KOAO1l Kelly-O'Hern Associate 0.00 2,224.50
*** Total Company DCI1 -2,224.50



- Monday, February 10, 2025 HH . 1 1
Date: . 1‘35'PM ry Danco Communities, Inc Page PA150°f t
Time: :06: . . Report: .rp
User: CKEENEY Project Transactions - Standard Company: DCI

({pjproj.project} = 'DC094’)
GL Subaccount 00-00 Company Level
Project Manager DARTO01 Chris Dart
Project DC-094 Blue Lake Family Affordable Housing
Period 01-2000 Thru 02-2024
Company ID:  DCHM
Task Description Transaction
Account Category Employee Vendor Company date Source Comment Hours Amount
* Total SUBCONTRACTOR 0.00 2,224.50
OTHER SHN Consulting Engin DCI1 11/30/2022 VO SHNO1 SHN Consulting Enginee 0.00 598.75
OTHER Archeological Resour DCI1 12/12/2022 VO ARSO1 Archeological Resource 0.00 3,750.00
OTHER AEI Consultants DCI1 12/14/2022 VO AEIO1 AEI Consultants 0.00 3,000.00
OTHER W-Trans DCI1 12/14/2022 VO WT001 W-Trans 0.00 4,270.00
OTHER AEI Consultants DCI1 12/31/2022 VO AEIO1l AEI Consultants 0.00 5,300.00
OTHER W-Trans DCI1 12/31/2022 VO WT001 W-Trans 0.00 1,708.00
OTHER W-Trans DCI1 2/7/2023 VO WT001 W-Trans 0.00 1,067.50
OTHER SHN Consulting Engin DCI1 2/28/2023 VO SHNO1 SHN Consulting Enginee 0.00 16,882.25
OTHER SHN Consulting Engin DCI1 2/28/2023 VO SHNO1 SHN Consulting Enginee 0.00 623.55
OTHER W-Trans DCI1 3/7/2023 VO WT001 W-Trans 0.00 8,967.00
OTHER Archeological Resour DCI1 3/14/2023 AD ARSO1 Archeological Resource 0.00 -3,750.00
OTHER Archaeological Resea DCI1 3/14/2023 VO ARSC1 Archaeological Researc 0.00 3,750.00
OTHER SHN Consulting Engin DCI1 3/31/2023 VO SHNO1 SHN Consulting Enginee 0.00 4,538.75
OTHER SHN Consulting Engin DCI1 4/17/2023 VO SHNO1 SHN Consulting Enginee 0.00 2,141.25
OTHER W-Trans DCI1 4/30/2023 VO WT001 W-Trans 0.00 5,337.50
OTHER SHN Consulting Engin DCI1 4/30/2023 VO SHNO1 SHN Consulting Enginee 0.00 3,141.75
OTHER W-Trans DCI1 6/20/2023 VO WT001 W-Trans 0.00 900.00
OTHER River City GeoProfes DCI1 7/14/2023 VO RCGO1 River City GeoProfessi 0.00 4,500.00
OTHER Pacific Gas & Electr DCI1 8/7/2023 GJ Reclass to BLA per MK 0.00 5,337.50
*** Total Company DCI1 -72,063.80



Date: Monday, February 10, 2025
Time: 2:06:15PM
User: CKEENEY

Company ID: DCI1

Task Description

Danco Communities, Inc Page:

Project Transactions - Standard Report:

1 of 1

PA150.rpt

Company: DCI1

({pjproj.project} = 'DC094’)

GL Subaccount 00-00 Company Level

Project Manager DARTO01 Chris Dart

Project DC-094 Blue Lake Family Affordable Housing
Periad 01-2000 Thrn 02-2024

Transaction

Account Category Employee Vendor Company date Source Comment Hours Amount
* Total OTHER 0.00 72,063.80
** Task 13000 Net -74,288.30

31000 Other: (Borrower's Attorney)
SUBCONTRACTOR Odu & Associates, PC DCI1 5/21/2021 VO OAPO1 Odu & Associates, PC 0.00 875.00
SUBCONTRACTOR Odu & Associates, PC DCIL 5/21/2021 VO OAPO1 Odu & Associates, PC 0.00 500.00

*** Total Company DCI1

-1,375.

00



- Monday, February 10, 2025 HH . 1 1
?ate- . 1:PM ry Danco Communities, Inc :age- PA1so°ft
ime: :06: . . eport: rp
User: CKEENEY Project Transactions - Standard Company: DCI
({pjproj.project} = 'DC094’)
GL Subaccount 00-00 Company Level
Project Manager DARTO01 Chris Dart
Project DC-094 Blue Lake Family Affordable Housing
Period 01-2000 Thru 02-2024
Company ID: DCI1
Task Description Transaction
Account Category Employee Vendor Company date Source Comment Hours Amount
* Total SUBCONTRACTOR 0.00 1,375.00
OTHER Odu & Associates, PC DCI1 3/26/2021 VO OAP01 Odu & Associates, PC 0.00 2,000.00
OTHER Odu & Associates, PC DCI1 5/30/2021 VO OAP01 Odu & Associates, PC 0.00 875.00
OTHER Odu & Associates, PC DCI1 9/8/2021 VO OAP01 Odu & Associates, PC 0.00 250.00
OTHER Odu & Associates, PC DCI1 10/12/2021 VO OAP01 Odu & Associates, PC 0.00 250.00
OTHER Odu & Associates, PC DCI1 2/3/2022 VO OAPO1 Odu & Associates, PC 0.00 250.00
OTHER Odu & Associates, PC DCI1 5/10/2022 VO OAPO1 Odu & Associates, PC 0.00 1,375.00
OTHER Odu & Associates, PC DCI1 6/27/2022 VO OAPO1 Odu & Associates, PC 0.00 250.00
OTHER Remy Moose Manley LL DCI1 2/19/2024 VO RTMO1 Remy Moose Manley LLP 0.00 135.00
*** Total Company DCI1 -5,385.00



- Monday, February 10, 2025 HH . 1 1
?ate- . 1:PM ry Danco Communities, Inc :age PA1so°ft
ime: :06: . . eport: rp
User: CKEENEY Project Transactions - Standard Company: DCI
({pjproj.project} = 'DC094’)
GL Subaccount 00-00 Company Level
Project Manager DARTO01 Chris Dart
Project DC-094 Blue Lake Family Affordable Housing
Period 01-2000 Thru 02-2024
Company ID: DCI1
Task Description Transaction
Account Category Employee Vendor Company date Source Comment Hours Amount
* Total OTHER 0.00 5,385.00
** Task 31000 Net -6,760.00
42000 Permit Processing Fees
OTHER City of Blue Lake DCI1 12/31/2022 VO CBLO1 City of Blue Lake 0.00 200.00
OTHER City of Blue Lake DCI1 3/23/2023 VO CBLO1 City of Blue Lake 0.00 3,126.00
OTHER City of Blue Lake DCI1 3/27/2023 AD CBLO1 City of Blue Lake 0.00 -200.00
OTHER City of Blue Lake DCI1 3/27/2023 VO CBLO1 City of Blue Lake 0.00 36.00
OTHER City of Blue Lake DCI1 8/31/2023 VO CBLO1 City of Blue Lake 0.00 26,300.13
OTHER City of Blue Lake DCI1 2/29/2024 VO CBLO1 City of Blue Lake 0.00 17,812.80
*** Total Company DCI1 -47,274.93
* Total OTHER 0.00 47,274.93
** Task 42000 Net -47,274.93
*** Project DC-094 Revenue 0.00
*** Project DC-094 Expense 0.00 259,518.48
*** Project DC-094 Net -259,518.48
*** Total Subaccount Net 00-00 -259,518.48

Records Printed: 57



Spectrum Accounting Software Costs - Post-June 2024

Report Selections:
TranType
Job: DC094 Blue Lake Fam Aff Housing
Subtotal for Phase: 02000 Predev Int and Holding Co Cost Type: O Other
Phase: 04000 Environmental Audit Cost Type: O Other
11/30/24
01/31/25

Phase: 05500 Consultant/Processing Age Cost Type: O Other

04/29/26
Subtotal for Phase: 05500 Consultant/Processing Age Cost Type: O Other
Phase: 10000 Other: (Specify) Cost Type: O Other

10/17/24
Subtotal for Phase: 10000 Other: (Specify) Cost Type: O Other
Phase: 11000 Design Cost Type: O Other
09/24/25
09/24/25
Subtotal for Phase: 11000 Design Cost Type: O Other
Phase: 13000 Surveying & Engineering Cost Type: O Other
10/31/24
10/31/24
11/30/24
02/28/25
Phase: 30000 Lender Legal Paid by Appl Cost Type: O Other
05/31/25

Subtotal for Phase: 30000 Lender Legal Paid by Appl Cost Type: O Other

Phase: 31000 Other: (Borrower's Attorn Cost Type: O Other
03/31/25
05/31/25
07/22/25
05/11/26

Subtotal for Phase: 31000 Other: (Borrower's Attorn Cost Type: O Other

Phase: 42000 Permit Processing Fees Cost Type: O Other
07/31/24
01/31/25
02/28/25

Vendor

AEI Consultants
Trinity Valley Consulting Engi

Builders Patch, Inc

W-Trans

McSorley Architecture
McSorley Architecture

Archaeological Research and Su
SHN Consulting Engineers & Geo
SHN Consulting Engineers & Geo
Trinity Valley Consulting Engi

Remy Moose Manley LLP

Remy Moose Manley LLP
Odu & Associates, PC
Odu & Associates, PC
Odu & Associates, PC

City of Blue Lake
City of Blue Lake
City of Blue Lake

Description

Invoice 001-02369672 dated 10/28/24
Invoice 0296.03 dated 1/10/25

Invoice 1090/1091 dated 4/21/26

Invoice 31893 dated 10/ 2/24

Invoice 2402-02 dated 8/ 7/25
Invoice 2402-03 dated 9/ 2/25

Invoice 241015-1 dated 10/15/24
Invoice 122931 dated 10/11/24
Invoice 123431 dated 11/14/24
Invoice 296.03-01 dated 1/10/25

Invoice 124466 dated 5/ 7/25

Invoice 123634 dated 1/13/25

Invoice 340 BL dated 4/ 2/25

Invoice 344 BL dated 6/ 2/25

Invoice 398 BLUE LAKE dated 5/ 3/26

Invoice 2024-021 dated 7/ 9/24
Invoice 2024-029 dated 12/11/24
Invoice 2025-005 dated 2/27/25

Total for Job: DC094 Blue Lake Fam Aff Housing

Cost

4,400.00
4,800.00

1,891.90

1,800.00

12,450.00
14,395.00

1,000.00
836.25
580.00

4,800.00

1,053.38

1,035.00
250.00
250.00
250.00

3,389.38
4,273.50
7,708.25

65,162.66



