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Summary Title: $200k PAHC CO Park Rehab Request 

Title: Approval of a Request From Palo Alto Housing Corporation for 
$200,000 for Rehabilitation Work  at the Colorado Park Apartments Located 
at 1141 Colorado Avenue and Approval of a Budget Amendment Ordinance in 
the Residential Housing Fund, Loan Agreement and Regulatory Agreement to 
Ensure Long Term Affordability 

From: City Manager 

Lead Department: Planning and Community Environment 
 

Recommendation  
 
Staff recommends that the City Council approve the Palo Alto Housing Corporation request to 
commit $200,000 for the rehabilitation of the Colorado Apartments by adopting the attached 
Budget Amendment Ordinance to allocate $200,000 from the Residential Housing Fund for the 
rehabilitation and direct the City Manager or designee to negotiate and execute the Loan 
Agreement and Regulatory Agreement in substantially the same form as Exhibits A and B and 
other necessary documentation. 
 

Executive Summary 
The Palo Alto Housing Corporation (PAHC) has requested a commitment of $200,000 in funding 
from the City’s Residential Housing Fund in order to finance termite fumigation and deck 
repairs of the Colorado Apartments apartment, a 60-unit affordable development that has 
served the City’s extremely low, very low and low income population for forty years.  Council 
approval of the recommended action will formalize the City’s commitment to provide financial 
assistance for the rehabilitation in the future, allowing the City to “count” some of the units 
towards its Regional Housing Needs Allocation (RHNA) as explained further below.  A Budget 
Amendment Ordinance (BAO) is attached as Attachment C. 
 

Background  
Colorado Apartments, located at 1141 Colorado Ave, has been serving extremely low, very low 
and low income Palo Alto seniors for forty years, although some of the units are not currently 
deed-restricted for affordable housing.  Built in 1972, Colorado Apartments consists of 60 one, 
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two, three and four bedroom units.  In addition to providing affordable housing, it offers 
services, meals and social programs for its residents.  Currently, more than 80% of the resident 
population has incomes that qualify as extremely low income.   
 
PAHC is the developer, owner and operator of Colorado Apartments. Originally funded through 
HUD Section 202 funds, the building has been well maintained over its lifespan. However, 
certain building components have recently begun to near the end of their useful lives.  The 
minor rehabilitation is the first phase of a larger rehabilitation project that will insure the longer 
term viability of this affordable housing development. 
  

Discussion 
 
Colorado Apartments is situated on a 3 acre parcel in southern Palo Alto, near Greer Park.  The 
60 unit development is comprised of six two-story buildings, which house the 60 units.  It also 
has a community center.  The development is primarily surrounded by single family uses. 
 
Scope of Rehabilitation Project 
The proposed work will include termite repair for the buildings that show termite damage.  
There are some units that will also require repair of their patio decks.  The cost of the termite 
work is estimated to be $30,000 and the repair of the 16 decks is estimated to be a maximum 
of $174,000.  If the total amount of rehabilitation work for the termite work and deck repair is 
less than $200,000, the remaining funds will be applied towards the installation of photovoltaic 
panels. 
 
The larger rehabilitation scope of work will include installing drought tolerant landscaping, 
irrigation system work, common area walkway repair, roof replacement, exterior work, 
installation of a solar electric system and improving the solar thermal system.  The larger 
rehabilitation project is estimated to cost approximately $4 million.  Funding will be provided 
through State tax credits.  PAHC will be applying for tax credits in mid-August 2014. 
 
Project Timeline 
The termite and deck repairs should not take more than 6 months. 
 
Loan Agreement 
The City’s $200,000 Loan Agreement is similar to other approved loans.  It is included as 
Attachment A.  The loan will be evidenced by a Note and Deed of Trust secured by the 
property.  The Note will bear simple interest at 3% per annum, and payments will be made 
from residual receipts over and above the project’s net operating income expenses and will be 
divided among other funding agencies based on the City’s proportionate share of its funding to 
total development costs.  No interest will accrue and no payments will be required until after 
the rehabilitation work is completed.  Due to the deep affordability of the rents, it is not 
expected that cash flow will be sufficient to pay the annual interest in full. The proposed project 
will be affordable to extremely low, very low and low income households, and the affordability 
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restrictions will be in place for a minimum of 55 years after the issuance of a certificate of 
occupancy.  Some of the City’s standard loan terms described here may need to be modified to 
meet the requirements of other lenders or funding programs for construction or permanent 
sources of funds. 
 
Regulatory Agreement 
A Regulatory Agreement will be recorded against the property.  (Attachment B)  The Agreement 
will deed restrict the maximum rents of 23 units not to exceed 50% of the County Area Median 
Income.  The term of the Agreement will be the same 55 year term as the loan agreement.   
 
Regional Housing Needs Allocation 
This project will help the City meets its Regional Housing Needs Allocation (RHNA) requirement.  
RHNA is a state mandate that requires each jurisdiction plan for future housing growth for a 
certain time period.  The future housing growth is calculated by the State and then it is the 
responsibility of local council of governments to allocate the housing units on a regional basis.  
The Association of Bay Area Governments assigned the City a total of 1,988 units that must 
accommodated as part of its Housing element update for the period 2015-2023.   
 
The City is in the process of updating its 2015-2023 Housing Element.  As part of the process, 
the City must demonstrate that it can accommodate 1,988 units through zoning and other land 
use policies.  Another approach of meeting the RHNA requirement is through existing units.  
The State allows up to 25% of the RHNA requirement be met using existing units under 
stringent circumstances including providing relocation benefits, although no relocation is 
anticipated for this project.  The State Department of Housing and Community Development 
existing sites checklist demonstrating the stringent circumstances has been included as 
Attachment D.   
 
23 units in the Colorado Apartments do not currently have affordability restrictions.  Thus the 
units will meet the State’s requirements if the City commits funding to their rehabilitation and 
places a deed-restriction on the units to ensure their long-term affordability. These units will 
qualify for the upcoming Housing Element cycle. 
 

Resource Impacts 
Sufficient fund balance is available in the Residential Housing In-Lieu Fund (Fund 233) for the 
commitment of $200,000. It is anticipated that the funds will be drawn down on a 
reimbursement basis as the rehabilitation work is complete. No General Fund monies will be 
used for this housing activity.  
 

Policy Implications 
The actions recommended in this report implement the City’s adopted Housing Element 
policies and programs supporting the development of very low and extremely low income 
housing.  Policy H1.2 calls for supporting efforts to preserve multifamily housing units in 
existing neighborhoods.  In addition, Policy 3.1 supports housing that encourages, fosters and 
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preserves diverse housing opportunities for very-low, low and moderate income households.  
The project is a 100% affordable housing project and serves low and very low income 
households who are earning 30 to 60 percent of the area wide median income.  
 

Environmental Review 
The work proposed is all in the nature of maintenance and rehabilitation of the existing facility, 
which is exempt from review under the California Environmental Quality Act (“CEQA”) pursuant 
to CEQA Guidelines section 15301. 
Attachments: 

 Attachment A:  Colorado Park Loan Agreement (PDF) 

 Attachment B:  Regulatory Agreement (PDF) 

 Attachment C:  Budget Ordinance Amendment (DOCX) 

 Attachment D:  HCD Sites Checklist (PDF) 
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                                    Attachment C     

 

ORDINANCE NO.  

 

 

ORDINANCE OF THE COUNCIL OF THE CITY OF PALO ALTO 

AMENDING THE BUDGET FOR FISCAL YEAR 2015 TO 

PROVIDE ADDITIONAL APPROPRIATION OF $200,000 FROM 

THE RESIDENTIAL HOUSING IN-LIEU FUND FOR A LOAN 

TO THE PALO ALTO HOUSING CORPORATION (PAHC) FOR 

THE COLORADO APARTMENTS REHABILITATION 

 

The Council of the City of Palo Alto does ordain as 

follows: 

  

SECTION 1. The Council of the City of Palo Alto finds 

and determines as follows: 

 

A. Pursuant to the provisions of Section 12 of Article 

III of the Charter of the City of Palo Alto, the Council on 

June 16, 2014 did adopt a budget for Fiscal Year 2015; and 

 

B. The Palo Alto Housing Corporation is the owner and 

operator of the Colorado Apartments, located at 1141 

Colorado Avenue, that has provided low-income housing to 

Palo Alto seniors for over forty-years; and 

 

C. The City’s Affordable Housing Fund Guidelines 

require that funds be used to expand, preserve, or improve 

the supply of low and moderate income housing in the City 

as defined by the City’s comprehensive plan and this 

project will help the City meets its Regional Housing Needs 

Allocation (RHNA) requirement as mandated by the State of 

California; and 

 

D. A loan of $200,000 from the Residential Housing In-

Lieu Fee Fund balance will be committed to the Palo Alto 

Housing Corporation for the rehabilitation of the Colorado 

Apartments. 

 

SECTION 2. The sum of Two Hundred Thousand Dollars 

($200,000) is hereby appropriated to the Palo Alto Housing 

Corporation for the Colorado Apartments Rehabilitation 

Project and the ending fund balance in the Residential 

Housing In-Lieu Fund is hereby decreased by Two Hundred 

Thousand Dollars ($200,000) 



 

 

 

SECTION 3. As provided in Section 2.04.330 of the Palo  

Alto Municipal Code, this ordinance shall become effective 

upon adoption. 

  

   SECTION 4.  The proposed rehabilitation project is for 

repair and maintenance of an existing structure and is 

exempt from review under the California Environmental 

Quality Act pursuant to CEQA Guidelines section 15301. 

 

 INTRODUCED AND PASSED: 

 AYES: 

 NOES: 

 ABSTENTIONS: 

 ABSENT:  

ATTEST:     APPROVED: 

 

__________________________ ___________________________ 

City Clerk     Mayor 

 

 

APPROVED AS TO FORM:   ___________________________ 

       City Manager 

 

 

__________________________ ___________________________ 

Senior City Attorney Director of Planning and 

Community Environment 

 

 

       ___________________________ 

       Director of Administrative 

Services 

 

 



STATE OF CALIFORNIA -BUSINESS, TRANSPORTATION AND HOUSING AGENCY EDMUND G. BROWN JR., Governor  
DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT 
DIVISION OF HOUSING POLICY DEVELOPMENT 
1800 Third Street, Suite 430 
P. O. Box 952053 
Sacramento, CA  94252-2053 
(916) 323-3177 
FAX (916) 327-2643 

Adequate Sites Program Alternative Checklist  
Government Code Section 65583.1(c) 

 
As provided for in Government Code Section 65583.1(c), local governments can rely on existing housing 
units to address up to 25 percent of their adequate sites requirement by counting existing units made 
available or preserved through the provision of “committed assistance” to low- and very low-income 
households at affordable housing costs or affordable rents.  The following is a checklist intended to provide 
guidance in determining whether the provisions of Government Code Section 65583.1(c) can be used to 
address the adequate sites program requirement.  Please be aware, all information must be provided in the 
housing element to demonstrate compliance. 
 
 HE Page # 

65583.1(c)(4)  
Is the local government providing, or will it provide “committed assistance” 
during the period of time from the beginning of the RHNA projection 
period to the end of the first 2 years of the housing element planning 
period? See the definition of “committed assistance” at the end of the 
checklist.  

 
 

  Yes  
  No  

Program 2.2.4 in 
Chapter X: Housing 
Plan 

65583.1(c)(1)(A)  
Has the local government identified the specific source of “committed 
assistance” funds?  
If yes: specify the amount and date when funds will be dedicated through 
a (legally enforceable agreement).  

$200,000- Residential Housing Fund  
 Date: prior to January 1, 2017  

 
 

  Yes  
  No  

Page XX in 
Chapter X: Housing 
Resources and 
Sites 

65583.1(c)(3)  
Has at least some portion of the regional share housing need for very low-
income (VL) or low-income (L) households been met in the current or 
previous planning period?  
 
Specify the number of affordable units permitted/constructed in the 
previous period. 290 units 
 
Specify the number affordable units permitted/constructed in the current 
period and document how affordability was established. 
96 affordable units (affordability established through the City’s 
Density Bonus provisions and the Mayfield development agreement) 

 
  Yes  
  No  

 
 
 
 

Page XX of 
Chapter X: Housing 
Plan 
 
Page XX in 
Chapter X: Housing 
Resources and 
Sites 

65583.1(c)(1)(B) Indicate the total number of units to be assisted with 
committed assistance funds and specify funding source. 
Number of units:  23 
Funding source:  Residential Housing Fund 

 

 
Page XX in 
Chapter X: Housing 
Resources and 
Sites 

65583.1(c)(1)(B)  
Will the funds be sufficient to develop the identified units at affordable 
costs or rents?  

 
  Yes  
  No  

 

65583.1(c)(1)(C)  
Do the identified units meet the substantial rehabilitation, conversion, or 
preservation requirements as defined? Which option? Conversion  

 
  Yes  
  No  

 

 

Note:  If you cannot answer “yes” to all of the general requirements questions listed above, your 
jurisdiction is not eligible to utilize the alternate adequate sites program provisions set forth in 
Government Code Section 65583.1(c). 

Revised August 24, 2012 
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CONVERSION OF MULTIFAMILY RENTAL AND OWNERSHIP UNITS OF 3 OR MORE OR 
FORECLOSED PROPERTIES FROM NON-AFFORDABLE TO AFFORDABLE (65583.1(c)(2)(B))  

Include reference to specific program action in housing element. 
Program # 
_________ 

Page # 
_______ 

65583.1(c)(2)(B)  
Specify the number of multifamily rental (3 or more units) to be 
converted. 23 units 
 
Specify the number multifamily ownership units to be converted. N/A 
 
Specify the number of foreclosed properties acquired. N/A 
Date Acquired? 
Will these units be for rent? 
 

 
Program 2.2.4 

 

65583.1(c)(2)(B)(i)  
Will the acquired units be made affordable to low- or very low-income 
households?  
 

  Yes  
  No 

 

65583.1(c)(2)(B)(ii) 
For units to be converted to very-low income, were those units 
affordable to very low-income households at the time they were 
identified for acquisition?  
For units to be converted to low-income, were those units affordable to 
low-income households at the time they were identified for acquisition? 
N/A 

  Yes  
  No  

 
 

    Yes  
    No  

 

 

65583.1(c)(2)(B)(iii)  
If the acquisition results in the displacement of very low- or low-income 
households, is the local government providing relocation assistance 
consistent with Government Code Section 7260, including rent and 
moving expenses equivalent to four (4) months, to those occupants 
permanently or temporary displaced?  
 

  Yes  
  No  

 
 
N/A  

N/A 

65583.1(c)(2)(B)(iv)  
Will units be decent, safe, and sanitary upon occupancy? 
  

  Yes  
  No  

 

65583.1(c)(2)(B)(v)  
Will affordability and occupancy restrictions be maintained at least 55 
years?  

  Yes  

  No  

 

65583.1(c)(2)(B)(vi)* 
For conversion of multifamily ownership units: 
Has at least an equal share of newly constructed multifamily rental 
units affordable to lower-income households been constructed within 
the current planning period or will be constructed by the of program 
completion as the number of ownership units to be converted? (Note: 
this could be demonstrated by providing certificates of occupancy) 
 
Specify the number of affordable multifamily rental units constructed in 
the planning period.  

 
  Yes  
  No  

 
N/A 
 
# of lower-income 
units: ________  
  
 

N/A 
 

*NOTE: After January 1, 2015 foreclosed units acquired and converted must meet the requirements of GC 
65583.1(c)(2)(B)(vi) 
 

Revised August 24, 2012 
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NOTE:   
• By no later than July 1st of the third year of the planning period, local governments must report on the status 

of its program implementation for substantial rehabilitation, conversion, and/or preservation (of affordability) 
as described above (Government Code 65583.1(c)(7)). 

• The report must specify and identify those units for which committed assistance has been provided or which 
have been made available to low- and very low-income households and document how each unit complies 
with the substantial rehabilitation, conversion, and/or preservation provisions. 

• If the local government has not entered into an enforceable agreement of committed assistance for all units 
specified in the identified program(s), by the July 1st due date, it must amend its element to identify additional 
appropriately zoned and suitable sites, sufficient to accommodate the number of units for which committed 
assistance was not provided.  This follow-up action must be taken no later than July 1st of the fourth year of 
the planning period. 

• If a local government fails to amend its element to identify adequate sites to address any shortfall, or fails to 
complete the rehabilitation, acquisition, purchase of affordability covenants, or the preservation of any 
housing unit within two years after committed assistance was provided to that unit, the local government 
cannot use the alternate adequate sites program provisions of Government Code Section 65583.1(c)(1) in it 
next housing element update, beyond the number of units actually provided or preserved due to committed 
assistance. 

 
 
DEFINITIONS: 
 
Committed Assistance:  When a local government has entered into a legally enforceable agreement within a 
specific timeframe spanning from the beginning of the RHNA projection period through the end of the second year 
of the housing element planning period, obligating funds for affordable units available for occupancy within two 
years of the agreement. 
 
Assisted Housing Development:  A multifamily rental housing development that receives governmental 
assistance under any of the following programs: 

 
(A) New construction, substantial rehabilitation, moderate rehabilitation, property disposition, and loan 

management set-aside programs, or any other program providing project-based assistance, under 
Section 8 of the United States Housing Act of 1937, as amended (42 U.S.C. Sec. 1437f). 

(B) The following federal programs: 
(i) The Below-Market-Interest-Rate Program under Section 221(d)(3) of the National Housing Act (12 

U.S.C. Sec. 1715l(d)(3) and (5)). 
(ii) Section 236 of the National Housing Act (12 U.S.C. Sec.1715z-1). 
(iii) Section 202 of the Housing Act of 1959 (12 U.S.C. Sec. 1701q). 
(C) Programs for rent supplement assistance under Section 101 of the Housing and Urban Development Act 

of 1965, as amended (12 U.S.C. Sec. 1701s). 
(D) Programs under Sections 514, 515, 516, 533, and 538 of the Housing Act of 1949, as amended (42 

U.S.C. Sec. 1485). 
(E) Section 42 of the Internal Revenue Code. 
(F) Section 142(d) of the Internal Revenue Code (tax-exempt private activity mortgage revenue bonds). 
(G) Section 147 of the Internal Revenue Code (Section 501(c)(3) bonds). 
(H) Title I of the Housing and Community Development Act of 1974, as amended (Community  Development 

Block Grant Program). 
(I) Title II of the Cranston-Gonzales National Affordable Housing Act of 1990, as amended (HOME 

Investment Partnership Program). 
(J) Titles IV and V of the McKinney-Vento Homeless Assistance Act of 1987, as amended, including the 

Department of Housing and Urban Development's Supportive Housing Program, Shelter Plus Care 
program, and surplus federal property disposition program. 

(K) Grants and loans made by the Department of Housing and Community Development, including the 
Rental Housing Construction Program, CHRP-R, and other rental housing finance programs. 

(L) Chapter 1138 of the Statutes of 1987. 
  

Revised August 24, 2012 
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 (M) The following assistance provided by counties or cities in exchange for restrictions on the maximum 

rents that may be charged for units within a multifamily rental housing development and on the maximum 
tenant income as a condition of eligibility for occupancy of the unit subject to the rent restriction, as 
reflected by a recorded agreement with a county or city: 
(i) Loans or grants provided using tax increment financing pursuant to the Community Redevelopment 

Law (Part 1 (commencing with Section 33000) of Division 24 of the Health and Safety Code). 
(ii) Local housing trust funds, as referred to in paragraph (3) of subdivision (a) of Section 50843 of the 

Health and Safety Code. 
(iii) The sale or lease of public property at or below market rates. 
(iv) The granting of density bonuses, or concessions or incentives, including fee waivers, parking 

variances, or amendments to general plans, zoning, or redevelopment project area plans, pursuant 
to Chapter 4.3 (commencing with Section 65915).  

 
Assistance pursuant to this subparagraph shall not include the use of tenant-based Housing Choice 
Vouchers (Section 8(o)) of the United States Housing Act of 1937, 42 U.S.C. Sec. 1437f(o), excluding 
subparagraph (13) relating to project-based assistance).  Restrictions shall not include any rent control 
or rent stabilization ordinance imposed by a county, city, or city and county. 
 

 

Revised August 24, 2012 
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