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INFORMATION

This information memorandum details the motel leasing strategy for the waterway
clearing of encampments and related work.

BACKGROUND

In response to the June 18, 2024, City Council direction," which authorized the City
Manager or designee to proceed with development and construction of temporary
housing options without further City Council action and required staff to provide an
Information Memorandum upon site selection—this update reflects a strategic
refinement in the City of San José’s approach to addressing unsheltered homelessness,
public health, and environmental degradation, particularly near creeks and waterways
and large encampments.

A June 2024 City Council memorandum highlighted the City of San José’s focus on
expanding shelter capacity through Supportive Outdoor Sleeping (SOS) and Basic
Needs Sites. These efforts aimed to offer managed, secure alternatives to unmanaged
encampments. Given the urgency of current needs, the City’s focus has transitioned to
a motel-leasing strategy, which offers clear benefits in terms of faster implementation
and cost-efficiency. This pivot reflects evolving conditions, particularly the need to
address encampments in environmentally sensitive areas quickly and those slated for
abatement. The following two key considerations drive the change in approach.

"ltem #: 8.4, File #: 24-147359, Date: June 18, 2024, Title: Potential Supportive Outdoor Sleeping / Temporary
Alternative Sleeping Sites and Related Implementation Actions, Web Link:
https://sanjoseca.primegov.com/Portal/viewer?id=0&type=7&uid=a4a628c3-f9d7-49cc-a225-ac83dd1e8c73
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Speed of Execution: Motel properties offer a substantially faster path to activation than
ground-up interim construction. While SOS site development involves extended
timelines for environmental review, grading, site improvements, and contract execution,
motel sites can be brought online with minimal renovation and regulatory hurdles,
allowing for immediate occupancy and quicker resolution of high-priority encampments.

Cost Efficiency: Utilizing existing motel infrastructure eliminates the need for
substantial capital investment in construction and utility development.

The Housing Department has secured Letters of Intent (LOIs) with five motel properties
to operationalize this new direction. These properties will rapidly deliver low-barrier,
supportive service interim housing, providing an immediate decent, safe, and managed
alternatives for unsheltered residents, especially those living near creeks and other
large encampments.

The motel leasing strategy supports the City’s compliance with the San Francisco Bay
Regional Water Quality Board mandates regarding waterway encampments. It also
reflects the practical urgency embedded in the City’s Homeless Shelter Crisis
declaration, which enables expedited regulatory and contractual procedures.

In summary, while the City Council memorandum articulated the interest in constructing
SOS and Basic Needs Sites, the motel-leasing approach now offers a faster, more
efficient, and more scalable solution to meet San José’s pressing shelter needs. This
refinement maintains alignment with the City’s strategic objectives and environmental
mandates while enabling a synchronized response to homelessness.

ANALYSIS

The estimated annual cost for temporary motel stays for individuals living along the
waterways is $14 million. This funding is budgeted in the Real Property Transfer Tax
Fund (Measure E funds) and included in the Fiscal Year 2025-2026 Budget. The cost
estimate for activating the five motel sites accounts for one month of leasing, utilities,
and operations during Fiscal Year 2025-2026. The total monthly cost for leasing and
utilities across all five motels sites is $622,533, while the monthly operations cost for all
five motel sites is $571,670.

Table 1 outlines the five motels the City will partner with and details the estimated
monthly leasing and supportive service costs.
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Table 1 — Motel Site Overview: Unit Count and Estimated Monthly Costs

Unit City Total Motel Supportive
Motel Count Council Cost Services Cost
District (Monthly) (Monthly)
Alura 42 3 $115,142 $98,224
Bristol 47 9 $129,806 $155,850
Casa 34 7 $53,094 $85,171
Linda
Fontaine 52 7 $113,991 $104,538
Motel 6 76 4 $210,500 $127,887
Total | 251 - $622,533* $571,670**

*Monthly costs are estimates only and are subject to change. Actual amounts may fluctuate monthly based
on utility usage and provider rates.
**The differential in supportive service costs is due to the varied populations served.

Final results from the ongoing waterway surge counts affirm the scale and urgency of
the need for shelter and services along the City’s creeks and waterways. While the final
waterway surge data is still being compiled, early analysis indicates a notably high
presence of three priority populations: single adult men, elderly individuals, and women
with children. These findings emphasize the necessity of tailoring shelter responses to
meet the specific needs of these groups.

Each of the five motels the City plans to lease will operate under master-leasing
agreements, with four motels - Alura, Bristol, Casa Linda, and Fontaine under one-year
lease agreements with an option to buy or extend, and Motel 6 under a two-year lease
term with an option to purchase or extend the term. Two motels, Motel 6 and Fontaine,
will also support up to 20 designated safe parking spaces, providing additional flexibility
for more managed spaces. The agreements also include significant contract provisions
to limit the City’s potential liability, including a cap of $10,000 per unit for any required
restoration of the property to its original condition at the conclusion of the lease. These
terms are designed to ensure cost controls, protect City interests, and support rapid
deployment of housing options with minimal capital investment, while maximizing
flexibility to expand the City’s shelter supply permanently or temporarily.

Capital Improvements

A key advantage of the motel leasing strategy is the ability to rapidly deploy interim
shelter units with minimal capital improvements. This contrasts with traditional ground-
up SOS., interim housing, or encampment resolution alternatives that require extensive
site preparation, permitting, and infrastructure development.
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All five motel properties identified currently operate commercial facilities, meeting basic
habitability standards and offering functioning utilities, private rooms, and restrooms.
These characteristics significantly reduce the need for site upgrades or structural
modifications, allowing for near-immediate occupancy once lease terms are finalized
and operational partners are in place.

Any required capital investments are expected to be light-touch and time-limited,
focused on:

e Safety and security enhancements (e.g., fencing, security booth);
e Modest interior improvements (e.g., furniture adjustments); and
e Hot boxing for sanitation at each location.

Because these motels meet commercial standards, the City can avoid the high up-front
costs typically associated with developing temporary shelter infrastructure. This
approach supports fiscal responsibility while aligning with the urgency outlined in the
Fiscal Year 2024—-2025 Operating Budget and the City Council’s June 6, 2024,
memorandum, which prioritizes speed of implementation and cost-effective solutions.

The turn-key condition of these motels allows for parallel preparation of services and
staffing. At the same time, lease agreements are executed, enabling each site to be
activated in a tight timeline and scaled quickly to meet community needs. This limited
capital investment requirement was a central factor in selecting these properties and
ensures that available resources remain focused on operations, service delivery, and
transition to long-term housing rather than facility build-out.

This efficiency reinforces the City’s broader strategy to provide immediate and safe
alternatives for individuals currently residing in high-risk encampments, particularly
along creeks and waterways where environmental and public health concerns are most
acute.

Phased Implementation and Activation Approach

To support the City’s urgent need to transition unsheltered individuals into safe and
stable temporary housing, the Housing Department will implement a phased approach
to activate five motel properties. This phased strategy ensures operational readiness,
service coordination, and equitable placement aligned with individual needs.

Each motel site will be brought online in sequential activation phases to achieve full
operational capacity across all five motel sites within two weeks from the end of July to
early August. Phasing will account for property readiness, staffing, security
arrangements, and the integration of supportive services. Initial activation will prioritize
motels closest to encampment areas along waterways identified for immediate
resolution in coordination with environmental compliance timelines.
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As each motel site becomes operational, units will be populated through the Taylor
Street Safe Sleeping Navigation Hub. This facility will serve as the centralized intake
and triage point for individuals displaced from encampments. Through coordinated entry
and case management, individuals will be assessed for immediate needs,
vulnerabilities, and housing barriers. Based on this assessment, each individual will be
assigned to one of the five participating motel sites, with placement determined by
specific accommodations (e.g., ADA accessibility, on-site services, location proximity,
behavioral health support).

This process ensures that:

« Encampments can be cleared in a coordinated and legally defensible
manner, consistent with regulatory and public health mandates;

o Unsheltered individuals are not only relocated but stabilized in safe, low-
barrier environments where service engagement is actively supported; and

« Motel placements bridge to longer-term housing solutions, leveraging case
management and supportive services to move residents toward permanent
stability.

The City’s phased motel activation approach integrates with its broader shelter
response framework and complements other temporary interventions, such as SOS
sites, where appropriate. With flexible capacity, service alignment, and centralized
navigation, this strategy accelerates the transition from unsheltered to sheltered
conditions while maintaining individualized care and housing-focused outcomes.

In response, the five motel sites identified for interim housing will be activated with the
following intended population breakdown summarized in Table 2.

Table 2 — Motel Site Capacity Summary: Units and Beds

Motel Site Number of Units Number of Beds |
Alura 42 56
Bristol 47 66
Casa Linda 34 39
Fontaine 52 76
Motel 6 76 94

Total 251 331 |
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Supportive Services

The success of the City’s motel leasing strategy relies not only on rapid activation and
placement but also on the availability and effectiveness of supportive services? that
meet the diverse needs of unsheltered residents transitioning into temporary shelter. As
the City prepares for implementation, the Housing Department is actively addressing
variations in service cost structures across sites and working to optimize delivery
through both our request for proposal process and strategic provider alignment.

In response to the cost disparities identified in the current asset portfolio and pursuit of
the 20% cost reduction, all contracts will contain language for the forthcoming
centralization of food, security, and property management across the portfolio.

We target a consistent baseline ratio of one case manager to 25 residents across all
five motel sites with the flexibility to adjust the ratio based on the population subset. This
will ensure equitable access to services while enhancing efficiency and reducing
duplication of effort. The ratio includes caseload expectations, core service offerings,
and data tracking to promote accountability and outcome-based performance.

This strategy aims to create consistency across the motel sites, improve program
participant outcomes, and reinforce the City’s commitment to cost-effective
homelessness interventions. By refining our approach to supportive services alongside
site activation, San José is positioning itself to deliver high-quality shelter and care that
accelerates the pathway to permanent housing.

COORDINATION

This memorandum has been coordinated with the City Attorney’s Office and the City
Manager’s Budget Office.

/sl
Erik L. Solivan
Housing Director

For questions, please contact Cupid Alexander, Deputy Director, Housing Department,
at cupid.alexander@sanjoseca.gov.

2 The Housing Department is presenting an emergency operations procurement for a program operator
(Item 8.8) to City Council on June 17, 2025.



