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STAFF REPORT

	Agenda Item:
	8
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	 Sahar Fathi

	Proposed No.:
	 2019-0116
	Date:
	April 16, 2019



SUBJECT

A motion approving a Modular Dorm Plan as required by the 2019-2020 Biennial Budget Ordinance, 18835, Section 101, Proviso P5.

SUMMARY

Proposed Motion 2019-0116 would approve a Modular Dorm Plan, Attachment A to the proposed motion, which was transmitted in response to Proviso P5 in Section 101 of Ordinance 18835, the 2019-2020 Biennial Budget Ordinance. The proviso restricted $150,000 of the Housing and Community Development’s appropriation contingent on the transmittal of a Modular Dorm Plan and a motion approving the plan and council’s passage of the motion.

The requested plan was to include the following information: (1) the location selected for the six modular dorms that have been placed and the intended location for the remaining fourteen modular dorms; (2) the proposed configuration for the modular dorms at each location, including: the proposed layout for the modular dorms and the amount and types of other spaces to be provided, such as space for cooking and eating, hygiene, recreation or supportive services; (3) an update on the project budget for site preparation at each site and for operating costs for the remainder of the 2019-20 biennium; (4) a timeline to begin operation of the modular dorms at each site; and (5) a description of the efforts that have been made or are planned to seek and consider public input from surrounding communities.

BACKGROUND 

Modular Dorm Plan Proviso Response Context  In recognition of the severity of the region’s housing crisis, the Council has spent the last few years[footnoteRef:1] working to address the challenges and to take actions to implement solutions for this crisis. As of the January 2018 Count Us In point-in-time count, more than 12,000 individuals were experiencing homelessness on any given night in Seattle and King County[footnoteRef:2]. According to the Count Us In report, the unsheltered population increased by 15% from 2017 and the vehicular resident population increased by 46% from 2017. Ninety-eight percent (98%) of survey respondents said they would move into safe and affordable housing if it were offered.  [1:  As part of the 2017-2018 biennial budget (Ordinance 18409, as amended by Ordinances 18544 and 18602), the Council appropriated $7 million (See 2018-B0011), in new funding to address the challenge of homelessness. Three homelessness initiatives were advanced through these Council appropriations: (1) emergency shelter at Harborview Hall, (2) modular shelter and (3) shelter and services outside Seattle. ]  [2:  2017 information is from All Home, Count Us In, Seattle/King County Point-In-Time Count of Persons Experiencing Homelessness, 2018, http://allhomekc.org/wp-content/uploads/2018/05/FINALDRAFT-COUNTUSIN2018REPORT-5.25.18.pdf ] 


Ordinance 18546  In June 2017 the Council passed Ordinance 18546, which approved the sale of the Metro Transit-owned property known as Convention Place Station to the Washington State Convention Center Authority (WSCC) for construction of an expansion to the convention center. The purchase price of the transaction was $162 million and the value of the future interest payments is approximately $114 million for a total of $275 million in principal and interest over 32 years (through 2038). In addition to the purchase price, WSCC agreed to contribute $14 million to housing ($5 million to King County and $9 million to Seattle).

Ordinance 18788  In September 2018 the Council passed Ordinance 18788, which authorized a new funding agreement and amendment to the existing financing agreement with the Washington State Major League Baseball Stadium Public Facilities District. This Ordinance announced King County’s intent to allocate baseline lodging tax revenues[footnoteRef:3] for several programs and organizations, including allocating funding to DCHS to support TOD projects that “[…] preserve or develop affordable workforce housing […].”[footnoteRef:4]  [3:  In 2011, the Washington State Legislature passed ESSB 5834 (enacted as Chapter 38, Laws of 2011 and effective August 24, 2011), which amended RCW 67.28.180, to allow the county to allocate the county-imposed two percent lodging (hotel/motel) tax revenues that will become available in 2021 including at least 37.5 percent for nonprofit organizations or public housing authorities for affordable workforce housing within one-half of a mile of a transit station, or for services for homeless youth. In 2015, the Washington State Legislature passed the Workforce Housing Bill (Substitute House Bill 1223, enacted as Chapter 102, Laws of Washington 2015 and effective July 24, 2015), which also amended RCW 67.28.180, to give the county the ability to issue either general obligation bonds or revenue bonds to help finance the affordable workforce housing allocation of lodging tax revenues that will become available in 2021. The bill requires that debt service for revenue bonds pledged against these revenues can make up no more than half of the 37.5 percent of lodging tax revenues. ]  [4:  Ordinance 18788 (A) (2)] 


In addition, the Ordinance highlighted the Council’s intent “[…] to request the executive to issue bonds in the amount of $100 million to support transit oriented development projects that preserve or develop affordable workforce housing as soon as possible,”[footnoteRef:5] and the Council’s intent “[…] to request the executive develop an expenditure plan for the lodging tax revenues allocated […] and not already programmed in the 2016 Transit Oriented Development Bond Allocation Plan […]. The expenditure plan should at a minimum support the recommendations of the Regional Affordable Housing Task Force and Describe how the lodging tax revenues allocated […] will be used across the county in an equitable manner […].”  [5:  Ordinance 18788 (C)] 

Modular Dorms  In 2018, the Executive launched[footnoteRef:6] pilots using modular housing.[footnoteRef:7] In particular, on October 11, the Executive announced that he would take new action and purchase modular housing units to create dormitory style bridge housing to help up to 160 people transitioning from homelessness to permanent housing […] the site for this facility is yet to be determined.”[footnoteRef:8]  [6:  ‘King County pilots innovative solutions for shelter, permanent housing’ https://kingcounty.gov/elected/executive/constantine/news/release/2018/August/21-modular-homeless.aspx]  [7:  On August 21, 2018, the Executive announced three housing projects to pilot a modular housing proposal. Modular housing was defined as “a type of housing in which the components are manufactured elsewhere and then assembled at the building site.” The three types of modular housing proposed in August were: (1) modular congregate shelter, (2) modular micro dwelling units, and (3) modular permanent supportive housing.]  [8:  ‘New Package of Emergency Housing Strategies in Time for Winter,’ https://kcemployees.com/2018/10/11/new-package-of-emergency-housing-strategies-in-time-for-winter/] 


The Executive further told Council that the Facilities Management Division (FMD) had acquired 20 modular dorm units from Morgan Portable Building Contractors, Inc. and had them refurbished at the Morgan facility in Houston, Texas. DCHS estimated at the time that the total purchase price for the 20 modular units, including rehabilitation and transportation, at approximately $2.35 million, or $29,375 per bedroom.

During the budget deliberations, the Department of Community and Human Services (DCHS) also noted their planned usage of major new revenue streams on these modular dorms as follows: of the Convention Center Affordable Housing dollars (Total: $5 million) the Executive expected to spend $2.75 million on Modular Dormitory Units and, of the Lodging Tax on Short-Term Rentals (Total: $8.1 million), the Executive expected to spend $3.75 million on Modular Dormitory Units.[footnoteRef:9] [9:  In the documents provided by DCHS to Council through “Panel 1 – Combating our Housing Crisis (Discussion Related to Proposed 2019-2020 Biennial Budget)” on October 19, 2019, the Executive stated that the modular dorms would be solely funded by the lodging tax on short-term rentals (at $4 million). ] 


Council issued several provisos to further review this new proposal;

Proviso 5 in Ordinance 18835, Section 101, states: 

P5 PROVIDED FURTHER THAT:
	
Moneys restricted by Expenditure Restriction ER10 of this section shall not be expended or encumbered until the executive transmits a modular dorm plan and a motion that should approve the modular dorm plan and reference the subject matter, the proviso's ordinance, ordinance section and proviso number in both the title and body of the motion, and a motion approving the investment plan is passed by the council.
	The modular dorm plan shall include, but not be limited to:
	A.  The location selected for the six modular dorms that have been placed and the intended location for the remaining fourteen modular dorms;
	B.  The proposed configuration for the modular dorms at each location, including:  the proposed layout for the modular dorms and the amount and types of other spaces to be provided, such as space for cooking and eating, hygiene, recreation or supportive services;
	C.  An update on the project budget for site preparation at each site and for operating costs for the remainder of the 2019-2020 biennium;
	D.  A timeline to begin operation of the modular dorms at each site; and
	E.  A description of the efforts that have been made or are planned to seek and consider public input from surrounding communities.

	The executive should file the modular dorm plan and a motion required by this proviso by March 1, 2019, in the form of a paper original and an electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff, the regional housing coordinator and the lead staff for the health, housing and human services committee, or its successor.

ANALYSIS

The requirements in Proviso P5 for the Modular Dorm Plan appear to have been met.

A. The location selected for the six modular dorms that have been placed and the intended location for the remaining fourteen modular dorms;

According to the Executive, at the time of writing the plan, nine modular dorm units are currently located in King County. Six are sited at 1505 Sixth Avenue South in Seattle on a Metro-owned parking lot and three on Harbor Island in Seattle (“SODO Site”). 

According to the Executive’s transmitted documents, six more modular units were scheduled for delivery by March 1, 2019 and were expected to go temporarily to the Harbor Island site, and the remaining five were expected to be delivered by March 20, 2019, and also expected to go temporarily to the Harbor Island site.

Table 1: Location of Modular Dorms as of 4/5/19

	Location
	Number of Units
	Anticipated Date of Arrival

	1505 Sixth Avenue South (“SODO Site”)
	6
	Arrived.

	Harbor Island (temporarily stored at this site)
	8
	Arrived.

	Texas (remaining units are being refurbished at this site)
	6
	Scheduled for end of April. 




As of April 5, 2019 the Executive indicates that at this point a total of 15 units have arrived. 6 are at the SODO Site, and the remaining (9) are in storage at Harbor Island. The remaining units are still being refurbished in Texas and now scheduled to arrive by the end of April.


B. The proposed configuration for the modular dorms at each location, including:  the proposed layout for the modular dorms and the amount and types of other spaces to be provided, such as space for cooking and eating, hygiene, recreation or supportive services;

The proposed layout for the modular dorms at the SODO site can be found at Figure 1 of the Executive’s Modular Dorm Plan. 

DCHS has stated that the six modular units currently at SODO are paired with raised, uncovered walkways. An additional structure will provide community, programming and administrative spaces, and at least one structure will provide covered outdoor dining and communal space. The Executive has stated that these were planned in consultation with Chief Seattle Club and Catholic Community Services. 

With regard to the other 14 units, DCHS has indicated that they are developing a Request for Qualifications for both siting and operations. The current timeline to release this RFQ is the third quarter of 2019. 

C. An update on the project budget for site preparation at each site and for operating costs for the remainder of the 2019-2020 biennium;

Appendix A of the Modular Dorm Plan provides a table with proposed budget. Below in Table 1 is a snapshot of DCHS’s project budget. 

Table 2: DCHS Proposed Project Budget for Modular Dorms as described in plan transmitted on 3/1/19, Appendix A to the Modular Dorm Plan[footnoteRef:10] [10:  There are no page numbers in the Modular Dorm Plan, but this should be on the equivalent of page 6.] 


	Phase
	Location
	Project Budget

	SODO Bridge (6 modular dorms)
	1505 6th Ave S, Seattle
	Modular Units: $707,412

Site Preparation: $4,000,000

Operating costs for biennium: $1,215,565

	Modular Dorm Request for Proposals (RFP) (remaining 14 modular dorms)
	To be determined by RFQ responses – DCHS priority to site outside City of Seattle
	Modular Units: $1,650,628

Site Preparation: $1,500,000

Operating costs for biennium: $0[footnoteRef:11] [11:  DCHS has stated that they are not anticipating covering operating costs for units offered through RFP. Site preparation costs assume no land lease costs and two sites opening in Q1 2020.] 





The table below is prepared by Central Staff and attempts to provide more detail around the Proposed Project Budget as outlined in DCHS’s written report. 

Table 3: Funding Sources for Modular Dorms 

	Phase
	Location
	Project Budget
	Funding Source

	SODO Bridge
(6 Units)
	1505 6th Ave S, Seattle
	Modular Units: $707,412[footnoteRef:12] [12:  This includes unit acquisition and transportation for the six units.] 


Site Preparation: $3,500,000[footnoteRef:13] [13:  This is an estimate for site preparation and ancillary facilities, and includes: all utilities, installation of unit sprinklers, and acquisition of office space, storage lockers, laundry, and site lighting. This number was updated from the one reflected in the transmitted plan ($4,000,000) in follow-up correspondence with DCHS.] 


Operating costs for biennium: $1,215,565[footnoteRef:14] [14:  This includes an annual staffing budget of $445,000, which includes: (1) seven FTEs to ensure 24/7 staff presence and supervision, 1 FTE for an onsite manager, 0.5 FTE for a case manager, 0.1 FTE for a director or supervisor, and 0.5 FTE for janitorial services.] 


TOTAL: $5,422,977
	Combination of Convention Center Affordable Housing dollars and Short-term lodging funds, prior to the issuance of ER9.[footnoteRef:15]  [15:  In the documents provided by DCHS to Council through “Panel 1 – Combating our Housing Crisis (Discussion Related to Proposed 2019-2020 Biennial Budget)” on October 19, 2019, the Executive stated that the modular dorms would be solely funded by the lodging tax on short-term rentals (at $4 million). In that document, they noted the department’s planned usage of major new revenue streams on these modular dorms as follows: Of the Convention Center Affordable Housing dollars (Total: $5 million) the Executive expected to spend $2.75 million on the Modular Dormitory Units and of the Lodging Tax on Short-Term Rentals (Total: $8.1 million), the Executive expected to spend $3.75 million on the Modular Dormitory Units.] 


	Modular Dorm Request for Proposals (RFP)
(14 units, to be split into no fewer than 6 units were site on two properties)
	To be determined by RFQ responses – DCHS priority to site outside City of Seattle
	Modular Units: $1,587,000[footnoteRef:16] [16:  This new number was submitted in an email-exchange dated 4/5/19] 


Site Preparation: $1,500,000[footnoteRef:17] [17:  These funds will support placement of the non-SODO Site units, including relocation and utility connection. It appears as though this also includes a $3000 per month storage cost at Harbor Island. ] 


Operating costs for biennium: $0[footnoteRef:18] [18:  As of an email exchange with DCHS dated 4/5/19, DCHS has stated: DCHS intends to use a two part procurement process for allocation of modular units and support funding.  The first component is a Request for Information from interested parties.  The RFI response will be a simple letter from entities that would be interested in accepting modular dorm units, confirming they have site control and the expertise to start and operate the project. It would include information on resources the entity would require, whether those be land, funding, partnership, etc.  A stakeholder meeting for the RFI process is scheduled for the week of April 8th.  The RFI will be issued by April 12th, with responses due back by April 26th. Following the RFI process DCHS will then use an RFP to obtain more comprehensive proposals for awarding dorm units and funding.] 




TOTAL: $3,087,000 
	Modular Units: The modular units are approximately $87,000 higher than the provisoed amount, DCHS has stated that the balance will be covered by short-term lodging funds not covered by ER9.[footnoteRef:19]  [19:  ER9 EXPENDITURE RESTRICTION: 
	Of this appropriation, revenues from the following, estimated to be $4,750,000 from the statutorily required distribution by the Washington State Convention Center Public Facilities District of those tax revenues it collects under RCW 36.100.040 shall be expended or encumbered solely to implement the council-approved investment plan and the council-approved housing engagement plan described in Proviso P4 of this section. (Ordinance, 18835, Section 101).] 


Site Preparation: The Executive has stated that this $1.5 million is additional funding discussed with the Interbranch Taskforce, and proposed in the short-term lodging tax investment plan.

Operating costs for biennium: TBD 






D. A timeline to begin operation of the modular dorms at each site; and

DCHS has stated that they expect to open the SODO project in June 2019. The remainder of the modular dorms will be part of a Request For Qualifications (RFQ) expected in the 3rd Quarter of 2019.

DCHS has also stated that future RFPs pursuant to this plan will conform to the Housing Engagement Plan and that the Councilmembers will have the opportunity to review the draft RFP before release and be a part of that review process. 

Note that the Housing Engagement Plan, as transmitted (as part of the response to proviso P4), states the following plan for RFP review going forward: “On an annual basis during the First Quarter of each calendar year, King County Executive staff shall invite all councilmember offices to a meeting for the purpose of establishing priorities for the year’s housing-related procurements, including all Requests for Proposals (RFPs).” As such, DCHS has confirmed that DCHS will base this RFP on its priorities set at the beginning of 2019. 


E. A description of the efforts that have been made or are planned to seek and consider public input from surrounding communities.
	
DCHS has stated that they attempt to do stakeholder outreach for capital projects when it plays a lead role. For projects led by a nonprofit, the nonprofit is generally expected to lead that process. However, for the SODO Site, they did reach out to the identified entities below.

SODO Business Site DCHS has stated that, in conjunction with FMD, it met with the Pioneer Square Neighborhood Association, the SODO Business Improvement Area, Chief Seattle Club, King County Metro employees, and leadership from the Amalgamated Transit Union (ATU) Local 587 to gather input on siting, design, onsite services, and other logistics.

DCHS also stated that King County hosted two charrettes to date to convene the Chief Seattle Club, Catholic Community Services, the project architect, FMD, Metro and DCHS to develop the project model and site design.

RFP for 14 other units DCHS has stated that a community input and engagement plan, developed in partnership between King County and the applicants, will be a requirement of the process. 

In addition, DCHS has stated that it is organizing a meeting with non-profit community based organizations, homeless service providers, religious organizations, affordable housing developers and other county agencies to discuss interest in the Modular Dorm Plan. 

The language for Proviso P5 states that the executive should file the modular dorm plan and a motion required by this proviso by March 1, 2019, in the form of a paper original and an electronic copy with the clerk of the council. The motion and plan were filed on March 1, 2019 and this requirement was met. 

INVITED

· Mark Ellerbrook, Division Director, Housing and Community Development, Department of Community and Human Services
· Kelly Rider, Government Affairs Manager, Department of Community and Human Services

ATTACHMENTS

1. Proposed Motion 2019-0116 (and its attachment)
2. Transmittal Letter
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