CITY COUNCIL STAFF REPORT
NEW BUSINESS

DATE:

AUGUST 6, 2020

SUBJECT:

APPROVE A FUNDING COMMITMENT OF HOMELESS HOUSING
ASSISTANCE AND PREVENTION PROGRAM GRANT FUNDS IN THE
AMOUNT OF $3 MILLION FOR A COUNTY OF RIVERSIDE
PERMANENT SUPPORTIVE HOUSING PROJECT IN THE CITY OF
PALM SPRINGS

FROM:

David H. Ready, City Manager

BY:

Community & Economic Development

SUMMARY
The City has received a request from the County of Riverside to consider partnering in
the acquisition of a hotel in the City of Palm Springs for rehabilitation and conversion
into a permanent supportive housing project. The County intends to also apply to the
State for additional funding through their "Project Homekey" program as well as several
other funding sources.
RECOMMENDATION:
1. Approve a funding commitment for a Permanent Supportive Housing Project in
the City of Palm Springs to be acquired and rehabilitated by the County of
Riverside Department of Housing, Homelessness Prevention and Workforce
Solutions in the amount of $3 million from the City's Homeless Housing
Assistance and Prevention (HHAP) Program Grant; and
2. Authorize the City Manager to execute a "funding commitment letter" to the
County memorializing City Council's intent to provide $3 million in HHAP funds,
with a final funding agreement submitted to the City Council for approval at a
future meeting.
BACKGROUND:
In recent years, a renewed focus on addressing affordable housing and homelessness
has produced new sources of funding. This, combined with financial assistance being
made available to communities struggling with the devastating impacts of COVID-19,
has created a unique opportunity to provide new permanent supportive housing.
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Project Homekey Funding

The State of California has received funding through the federal Coronavirus Aid Relief
Funds (CRF) and will be allocating $550 million, plus $50 million of State General Fund,
to fund the Project Homekey program (Homekey). Administered by the State
Department of Housing and Community Development, Homekey was established to
protect Californians experiencing homelessness who are at high risk for serious illness
and are impacted by COVID-19. This is to be accomplished through the purchase and
rehabilitation of housing, hotels, motels, vacant apartment buildings, and other buildings
and convert them into interim or permanent, long-term housing.
According to the Homekey Program 2020 Notice of Funding Availability, Eligible
Homekey Projects are:
•
•
•

•
•
•
•

Acquisition or rehabilitation of motels, hotels, or hostels
Master leasing of properties
Acquisition of other sites and assets, including purchase of apartments or homes,
adult residential facilities, residential care facilities for the elderly, manufactured
housing, and other buildings with existing residential uses that could be
converted to permanent or interim housing
Conversion of units from nonresidential to residential in a structure with a
certificate of occupancy as a motel, hotel, or hostel
The purchase of affordability covenants and restrictions for units
Relocation costs for individuals who are being displaced as a result of
rehabilitation of existing units
Capitalized operating subsidies for units purchased, converted, or altered with
funds provided pursuant to Health and Safety Code section 50675.1.1.

Hotel conversion is seen as a cost-effective method for providing affordable housing,
particularly in markets where hotel demand is limited. While this is not the case in Palm
Springs, there are several hotel or motel properties that have either been closed for
extended periods of time or have had limited operations, and the COVID-19 pandemic
has created a fair amount of market uncertainty, making hotel acquisitions at this time
more feasible. Furthermore, with site work and construction already complete, hotel
rehabilitation projects avoid the significant capital improvement and related costs
associated with construction of new housing projects.
Homekey funding has been allocated into geographic regions. Riverside County
projects are included in the Southern California Region (excluding Los Angeles) and will
compete with projects from the counties of Imperial, Orange, San Bernardino, and
Ventura for a total allocation of $55,577,740. The County will contribute approximately
$10.4 million of their No Place Like Home program resources, and at this time is
requesting a funding commitment in the amount of $3 million as the local match for the
Homekey Funding application.
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Homeless Housing Assistance and Prevention (HHAP) Funding

The City Council Affordable Housing & Homelessness Subcommittee (Mayor
Kors/Mayor Pro Tern Holstege), working with State Assembly Member Chad Mayes,
secured from the Governor a $10 million earmark from the HHAP program specifically
for the City of Palm Springs to improve its homelessness and affordable housing
infrastructure.
Working with Barbara Poppe and Associates, a highly regarded expert consulting firm
addressing homelessness, affordable housing, public health, and anti-poverty
strategies, the City held a planning session earlier this year to determine how to best
leverage and utilize the City's HHAP funds. As a result of the Planning Session, the City
Council established the following goals for using the $10 million HHAP grant:
1. New permanent supportive housing, bridge housing, crisis stabilization housing,
innovative low-cost models that can be deployed quickly - to provide individuals
with a place of their own, an address to provide when seeking employment, and
a sense of dignity.
2. Rental assistance - to keep people in the place where they live, help individuals
avoid homelessness.
3. Access points - to direct individuals to services, utilize regional resources and
support.
4. Storage - to store/protect an individual's belongings while they search for
assistance or look for work, so they won't have the stigma of using shopping
carts to bring their belongings with them all the time.
It is important to note, permanent supportive housing units are permanent residences
and was a top priority at the City Council's Planning Session for the use of the HHAP
funding. As pointed out in the County Letter, one of the biggest frustrations for homeless
outreach and service providers is the lack of permanent housing units. Homekey and
HHAP funding can be utilized to create the affordable housing units that are critically
needed in Palm Springs.
STAFF ANALYSIS:
It is the County's intention to apply for Homekey funds to purchase and rehabilitate a
hotel in the City of Palm Springs. While they have not made a final determination on the
exact location, the County has narrowed the search to three properties: 1) Travel
Lodge - 1269 E. Palm Canyon Dr.; 2) Quality Inn - 390 S. Indian Canyon Dr.; and 3) Ivy
Palm -2000 N. Palm Canyon Dr., as shown on the following map.
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The County estimates it wil! create 65 to 80 new permanent supportive housing units. It
is anticipated these units will serve very low income individuals whose incomes are
below 30% of the Area Median Income, or $15,840 annually (according to the California
Department of Housing and Community Development for Riverside County). With the
availability of the state's Homekey funds that the County is pursuing, coupled with the
City's HHAP funds, the City has a unique opportunity to leverage the County's
resources with a portion of the City's HHAP grant funds to create new affordable
housing units in Palm Springs.
Creating new permanent supportive housing units contributes towards meeting the
City's Regional Housing Needs Allocation goals (RHNA). It should be noted that a
significant increase from the current 5th Cycle RHNA goals (covering the period of
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1/1/14 through 10/1/2021) to the 6th Cycle RHNA goals (covering the period of
10/1/2021 - 1/1/2029) has been proposed by the State. This is the result of the State's
efforts to create more affordable housing and the allocation methodology utilized by the
Southern California Association of Governments. Under the current plan for the 6th
Cycle RHNA goals, the City of Palm Springs' RHNA goals may increase more than nine
times - making it even more important to create new affordable housing units when the
opportunities arise.
Regional Housing Needs Allocation Goals
Ver Low
y
Income
Households

Low Income
Households

(0-50% AMI)

(50-80% AMI)

(80-120% AMI)

{120%+ AMI)

5th Cycle RH NA Goals
(2014-2021 RHNA)

63

43

50

116

272

Gth Cycle RHNA Goals
(2021-2029 RHNA)

543

407

461

1,142

2,553

.
Production/Goal Category

Moderate
Income
Households

Above
Moderate
Income
Households

TOTAL

New permanent supportive housing units (approximately 65 - 80 units) would be
counted toward the very low income household category, which is one of the most
difficult categories to satisfy.
Project Cost

The proposed Funding Commitment is only a preliminary approval of funding and is
meant to assist the County with securing Homekey funds from the State to acquire,
rehabilitate, and convert a hotel in Palm Springs into a permanent supportive housing
project. Until the County selects a hotel for acquisition, the acquisition and rehabilitation
costs, and the project feasibility and reasonableness cannot yet be determined. The
County has indicated a willingness to contribute approximately $10.4 million of its No
Place Like Home Funds which serves persons who are homeless, chronically
homeless, or at risk of chronic homelessness. It is expected the County application for
Homekey funding will be for approximately $10-$15 million for acquisition of the hotel
and part of the rehabilitation costs.
The City's contribution of $3 million in HHAP funds may also be used for the
rehabilitation costs, rental assistance, and employment programs. The HHAP guidelines
require that 50% of the HHAP funds be contractually obligated on or before May 31,
2023, and that 100% of the HHAP funds be expended by June 30, 2025.
Before the release of any funds, the County will be required to submit a detailed project
budget, and provide evidence that all necessary financing and funding to pay all
acquisition and development costs of the Project have been secured. In the Funding
Commitment, Staff will include provisions that if the County is not successful in
acquiring a hotel in Palm Springs, or securing additional required funds, the City's
funding commitment of $3 million of its HHAP grant funds will be terminated. In addition,
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covenants will also be recorded which protect the interest of the City in the permanent
supportive housing units developed.

Project Entitlements
Pursuant to Government Code Section 53090, the County of Riverside is generally
exempt from local regulation in carrying out its responsibilities as authorized under state
law. This extends to uses of land, in that projects constructed or developed by the
county are not subject to local zoning regulations, unless the county consents to such
regulations. In this instance, the development of new permanent supportive housing
units by the County of Riverside would not be subject to the City's zoning regulations or
discretionary review process.
Furthermore, the City's Transitional and Supportive Housing Ordinance (PSZC Section
93.23.19), adopted in 2019, defines supportive housing facilities as a residential use of
property, and is subject to only those restrictions that apply to other residential dwellings
in the same zone. Consequently, any supportive housing facility located in a residential
zone would generally not require discretionary approvals, but would be subject to
applicable development standards such as setback requirements, height limits, lot
coverage, and density limitations.
FISCAL IMPACT:
The proposed recommendation would commit $3 million of the City's $10 million
Homeless Housing Assistance and Prevention program grant funds for the County's
acquisition and rehabilitation of an existing hotel property in Palm Springs for use as a
permanent supportive housing project in the City of Palm Springs. The remaining
balance of the Homeless Housing Assistance and Prevention program grant funds of $7
million will be available for other eligible uses.
SUBMITTED:

irector
u · y & Economic Development

Marcus L. Fuller, MPA, P.E., P.L.S.
Assistant City Manager

David H. Ready, Esq.,
City Manager
Attachments:

Riverside County Housing,
Workforce Solutions Letter

Homelessness

Prevention

and
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HHPWs
July 28, 2020
Honorable Geoff Kors
City of Palm Springs
3200 East Tahquitz Canyon Way
Palm Springs, CA 92262
Dear Mayor Kors,
We are writing you today to present what we feel is a great opportunity for the County of Riverside, the Coachella
Valley and the City of Palm Springs. As you are probably aware, Governor Newsom has announced a bold
initiative called Project Home Key to create thousands of permanent housing units throughout the State of
California. This will be achieved by the acquisition and rehabilitation of hotels, motels or apartment buildings.
More specifically, the Governor is asking for these units to be utilized for permanent supportive housing for our
most vulnerable unhoused residents.
The County of Riverside has been placed in a geographic group that includes, Imperial, Orange, San Bernardino
and Ventura Counties with a combined State CARES Act allocation of $55 million. Riverside County is actively
looking at opportunities throughout the County and have identified a few properties in Palm Springs that would
fit the criteria. The purpose of this letter is to request the approval by the City of Palm Springs for the County of
Riverside to move forward with the acquisition of one of these sites for the creation of between 65 to 80 permanent
supportive housing units. Additionally, we are asking that the City contribute $3 million from the $10 million
Homeless Housing Assistance, and Prevention Program (HHAP) allocation the City received this year.
One of the biggest frustrations for the County's homeless programs, as well as our local homeless service
providers, is the lack of permanent housing units. Organizations and programs in the Valley like CVRM, CV
Housing First, Martha's Village Jewish Family Services, and others are doing amazing work in outreach, access
to services and temporary placement of formerly unhoused Coachella Valley residents. However, the successful
throughput is hampered by the lack of permanent units. Project Home Key is exactly the type of opportunity that
can assist with successful permanent housing placement.
As you are aware, in her January 31, 2020 report to the City of Palm Springs, Barbara Poppe's number one
recommendation for allocating portions of the HHAP grant were for permanent supportive housing solutions. In
fact, her suggested allocation of $5 million for efforts such as hotel/motel conversions was the largest amount
within the recommended spending categories. In addition to Barbara's extensive knowledge on the success of
projects like these, we also have plenty of other examples of how these types of conversions provide a successful
pathway to ending homelessness for many.
The County has not made a final detern1ination of an exact location, but we have narrowed the search down to
three properties. Under consideration that are available for sale and would meet the guidelines are the Travel
Lodge, the Quality Inn and the IV) Palm. After viewing the properties and assessing advantages and challenges,
the County's preferred site would be the Ivy Palm. This site would allow us to provide a good stock of permanent
3403 Tenth Street, Suite 300 I Riverside, CA 92501
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supportive housing units, transitional units, and the restaurant on site would be a great workforce development
opportunity.
The County appreciates that that the City of Palm Springs involves its residents in development decisions, and
we would request that a special city council meeting be called for public comments and council action as soon as
possible. Due to the CARES Act funding stipulations all monies received from Project Home Key need to be
expended by December 31, 2020. This is an extremely tight timeline, but with quick action and collaboration we
are confident we can make this work.
While this pandemic has been hard on our entire County, we realize the devastating effect it has had on the City
of Palm Springs. If anything good came out of this, it is opportunities like Project Home Key that present us with
the ability to leverage State dollars to address the long-fought battle to address housing our residents who are on
the street. We look forward to partnering and collaborating with you to make this a success. I am available for
any questions or if you would like to discuss further, my direct line is 951.955.1309 or via email at
hmarshall@rivco.org.

Respectfully,

Heidi Marshall
Director
Housing, Homelessness Prevention and Workforce Solutions
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