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	Expenditures
	
	Revenues
	
	FTEs
	
	TLTs

	2024 Revised Budget, Annualized
	
	$419,484,214
	
	$370,081,200
	
	73.7
	
	0.0

	2025 Base Budget Adjust.
	
	$1,987,842
	
	$0
	
	0.0
	
	2.0

	2025 Decision Packages
	
	$70,955,492
	
	$94,035,695
	
	(1.7) 
	
	0.0 

	2025 Proposed Budget
	
	$492,428,000
	
	$464,117,000
	
	72.0
	
	2.0

	% Change from prior biennium, annualized
	
	17.4%
	
	
	
	
	
	

	Dec. Pkg. as % of prior biennium, annualized
	
	16.9%
	
	
	
	
	
	

	Major Revenue Sources: Recording fees, state, federal, interfund transfers, TOD bond, HtH bond, Hotel/Motel sales tax, short-term hotel tax, SHB 1406, CLFR-ARPA grants, state COVID-19 grants.



DESCRIPTION

The Housing and Community Development (HCD) fund provides a mechanism for King County to administer several federal, state, and local funding sources that support homelessness prevention, housing repair, low-income and special needs housing development, and community development.  

SUMMARY OF PROPOSED BUDGET AND CHANGES

The 2025 proposed Housing and Community Development budget is $492.4 million (a 17.4% increase from 2024 revised annualized budget) with 72.0 FTEs (including 3 new FTEs and 4.7 FTE transfers out of HCD into the DCHS Administration fund, resulting in a net decrease of 1.7 FTEs).

A summary of the requests for new and transferring FTEs can be found below.

Table 1.
Proposed FTE Changes

	Number of FTEs
	Purpose
	Costs
	Other

	2.0
	Capital Program Staffing—2.0 FTEs and 3 TLTs to the Capital Program team
	$882,452
	Revenue-backed by multiple sources

	1.0
	Director's Office Staffing—1.0 FTE and 1.0 TLT for special projects and initiatives
	$324,727
	Revenue-backed by multiple sources

	(4.7)
	Transferring 4.7 FTEs to the DCHS Admin fund to reflect the department-wide work of those positions. to reflect that their administrative, program evaluation, and project management functions are department-wide in scope.
	($1,197,803)
	




Notable proposed decision packages include:

· A $56 million Transit Oriented Development (TOD) Bond (see Issue 1);
· $5 million for the Federal Way Red Lion Hotel rehabilitation (see Issue 2);
· $9.2 million in CLFR reappropriations (summarized in Table 2 below);
· $523,000 to fund an attorney in the PAO to support HCD's legal needs; and
· Increase operating, rental assistance, and supportive services support with short-term lodging tax dollars (see Issue 3).

Table 2.
Proposed CLFR Reappropriations
	Downtown City Park Behavioral Health Outreach
	$800,000

	Enhanced Shelters
	$2 million

	Tiny House Villages
	$1 million

	Deintensification Shelters
	$1.5 million

	Homeless Outreach
	$750,000

	Lighthouse Shelter
	$1.65 million

	Burien Lot Micro-Modular Shelter
	$1 million

	Chief Seattle Club's Eagle Village Shelter
	$500,000

	TOTAL
	$9.2 million



The proposed budget would also include a net zero budget adjustment for the King County Regional Homelessness Authority (KCRHA), reflecting 2023-2024 appropriation levels detailed in Table 3 below.


Table 3.
KCRHA Budget
[image: ]

Several technical adjustments are included in the proposed budget, including vacancy rate adjustments, and revenue and expenditure adjustments to reflect the latest OEFA forecasts.

KEY ISSUES

ISSUE 1 – 2025 TOD BONDS AND ER 1

The proposed budget would issue $56 million in TOD bonds in 2025 backed by lodging tax revenues. Expenditures would be guided by proposed Expenditure Restriction ER1.

ER1 would require that $56 million in general obligation bonds be expended for "acquisition, development, or preservation of affordable workforce housing […] within one-half mile of a transit station". The funding would then be allocated as follows:

1) Up to $10 million for Metro's Kenmore or Shoreline sites;
2) Up to $10 million for the Federal Way Sound Transit site;
3) Up to $20 million allocated through RFP or to complete funding at previous sites. Priorities for new construction would include: one project in East King County, projects in areas facing displacement, and projects in other areas of King County;
4) Up to $16 million for the preservation of existing TOD projects.

Funding would be allocated in three ways: RFP processes from DCHS, Metro, and Sound Transit for new projects; budget adjustments for previously funded projects; and a new ongoing application process for preservation funds.

If any identified project or location is found to be infeasible, unduly delayed, achievable with less moneys, or if another project can create affordable housing faster, dollars could be reallocated with advance notice to the council.  The Executive would transmit a notification letter to council and could move forward unless council passes a motion rejecting the contemplated change within 30 days of transmittal.

Note that in the transmitted LTGO bond ordinance (Proposed Ordinance 2024-0307), there is a request for $77.8 million in bond authorization for TOD projects. $56 million of this request would be for the new bond authority requested in ER1, and the remaining $21.8 million would be carryover from the $45 million TOD bond authorized in the 2023-2024 Biennial Budget. Of the $45 million, $23.7 million was bond financed in 2023. 

ISSUE 2 –  FEDERAL WAY RED LION STABILIZATION

The proposed budget would appropriate $5 million to fund capital rehabilitation and conversion work on the Federal Way Red Lion Hotel to build an emergency shelter. This cost estimate is pending final analysis of full rehabilitation and construction costs. Council approved the purchase of the Federal Way Red Lion through the 2nd Omnibus of the 2021-2022 Biennial Budget, but at the time, plans for the site were unknown.

This project would be fully revenue backed by multiple sources: $3 million in CLFR-enabled revenue replacement, which will be requested as part of the 4th Omnibus, and $2 million in revenue from document recording fees and other state dollars already included in the HCD budget appropriation.

The Executive indicates that the hotel is currently vacant and sustained extensive water damage caused by a broken pipe. The County is currently awaiting sign off from the City of Federal Way on the scope of the remodel.

The Executive further indicates that if the scope and cost of the remodel varies significantly from the $5 million estimate, the project and budget would be revisited. The final cost analysis is not expected until late this year or early next year.

ISSUE 3 –  SHORT-TERM LODGING TAX DOLLARS

Several decision packages would utilize short-term lodging tax dollars, a flexible funding source authorized by RCW 36.100.040[footnoteRef:1] that provides the County broad authority to use their portion of revenues[footnoteRef:2] “to support affordable housing programs, as determined by the County, in its sole discretion”. Due to the flexible nature of these dollars, several programs previously backed by the General Fund have shifted over the past biennium to be supported by the short-term lodging tax (e.g., A Regional Coalition for Housing, the Regional Affordable Housing Program, among others). [1:  2015-S2.SL.pdf (wa.gov)]  [2:  Note, the short-term lodging tax is imposed by a public facilities district and RCW 36.100.040 establishes requirements for what funding must be distributed to the city and county in which the convention and trade center is located.] 


Table 4 below details how short-term lodging tax revenue would be allocated in 2025. Rows in white detail items in the base budget, with rows in highlighted in gray detail decision packages in the proposed budget.

Table 4.
Proposed Utilization of Short-Term Lodging Tax Dollars

	Expenditure
	2025 Allocation

	Estimated 2025 Revenue
	$5,916,700

	Balance Carry Forward
	$7,317,637

	6% Admin Reserve
	$376,442

	$25 M GO Bond Debt Service
	$3,407,477

	ARCH Dues
	$228,000

	Pacifica
	$150,000

	Equitable Development Initiative
	$1,000,000

	Policy Planning and Special Projects Team (AHC, Comp Plan staff)
	$1,434,465

	HCD Current TLTs and Central Rates (Capital and Housing Stability team)
	$2,133,205

	Community Investment Lead
	$202,387

	Senior Advisor to Capital Programs
	$192,319

	Housing Finance Program TLT
	$166,113

	Housing Finance Program TLT
	$149,115

	Asset Management TLT
	$192,319

	Senior Advisor to the Deputy Director (TLT Conversion)
	$129,300

	Community Program Specialist (TLT Conversion)
	$348,667

	PAO
	$344,667

	Increasing ORS Budget[footnoteRef:3] [3:  $1 million for the Operating, Rental Assistance, and Supportive Services (ORS) program would shift from the General Fund to the short-term lodging tax. This program provides operating support for housing those moving out of homelessness, primarily for permanent supportive housing. Document recording fees and VSHSL also fund ORS, but available funds have reduced while costs to operate permanent supportive housing have increase.] 

	$1,000,000

	Mary's Place General Fund Swap[footnoteRef:4] [4:  Mary's Place Coordinated Intake Line, currently funded with $329,000 from the General Fund, would instead be funded by the short-term lodging tax.] 

	$329,000

	Estimated 2025 Balance
	$1,629,413
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