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	Expenditures
	
	Revenues
	
	FTEs
	
	TLTs

	2025 Revised Budget Biennialized
	
	$997,413,094
	
	$706,977,174
	
	74.0
	
	2.0

	2026-2027 Base Budget Adjust.
	
	($157,395,386)
	
	($141,849,794)
	
	0.0
	
	(2.0)

	2026-2027 Decision Packages
	
	($141,701,606)
	
	($18,635,574)
	
	1.0 
	
	0.0 

	2026-2027 Proposed Budget
	
	$698,317,000
	
	$546,492,000
	
	75.0
	
	0.0

	% Change from prior biennium, biennialized
	
	(30.0%)
	
	
	
	
	
	

	Dec. Pkg. as % of prior biennium, biennialized
	
	(14.2%)
	
	
	
	
	
	

	Major Revenue Sources: Recording fees, State, federal, interfund transfers, TOD bond, HtH bond, Lodging (Hotel/Motel) tax, short-term hotel tax, SHB 1406 moneys



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 proposed 2026-2027 Housing and Community Development budget is $698.3 million (a 30% decrease from the biennialized 2025 revised budget) with 75 FTEs (including 1 new FTE). Notable changes are summarized below.

The proposed budget would include a net zero budget adjustment for the King County Regional Homlessness Authority (KCRHA). Supplemental materials transmitted with the budget indicated a 34% reduction in State and federal funding[footnoteRef:1] that was included in King County’s contribution to the KCRHA. There are several decision packages that would direct additional moneys to KCRHA to maintain service levels: [1:  This metric does not include one-time moneys from the State, Document Recording Fee Backfill, that were designed to partially mitigate decreased local revenue and are projected to be $37 million for 2026-2027.] 

· Homeless shelters and outreach [$11.4 million] – funded by General Fund (GF), and Document Recording Fees (DRF).
· Veterans, Seniors, and Human Services (VSHSL) Backfill [$5.3 million] – one-time backfill. 
· Federal Way Red Lion Emergency Shelter Operations [$1.2 million] – funded by DRF.
· Inflation support for homeless providers [$2.6 million] – funded by DRF.  This would constitute a 3.57% inflationary adjustment for homelessness service providers.  Note that beyond homelessness service providers, DCHS Inflation Policy guides inflationary adjustments to providers' contracts where funding is available. In the 2026-2027 proposed budget, contracts in the Community Services Operating (CSO), VSHSL, Best Starts for Kids (BSK), Developmental Disabilities, Health Through Housing, and Mental Illness and Drug Dependency (MIDD) funds, among others, include inflationary adjustments. 

Table 1 shows the full proposed KCRHA budget, which includes the decision packages previously discussed. The proposed KCRHA budget represents a 5.4% decrease from the biennialized 2025 revised budget, which Executive staff attribute to the service reduction related to the end of the SoDo Lighthouse lease (discussed in Key Issues).

Table 1. Proposed 2026-2027 KCRHA Budget 
	Source
	Grant Information
	Amount

	Federal
	Community Development Block Grant (CDBG)
	$757,068

	
	CDBG – CARES Act
	$1,000,000

	
	Emergency Solutions Grant (ESG)
	$560,970

	State
	Consolidated Homeless Grant
	$14,936,666

	
	Emergency Housing Fund
	$26,185,316

	
	ESG
	$1,761,574

	Federal and State
	Various for Administration
	$3,366,736

	Local
	GF for ARPA shelters and outreach (one-time)
	$3,049,616

	
	DRF for ARPA shelters and outreach (one-time)
	$8,359,355

	
	VSHSL to backfill state funding reductions (one-time)
	$5,269,854

	
	DRF for Federal Way Red Lion Emergency Shelter Operations
	$1,200,000

	
	DRF for inflation support for homelessness providers
	$2,683,542

	
	DRF for shelters
	$5,081,852

	
	DRF for admin
	$1,977,942

	
	DRF backfill for shelters
	$1,000,000

	
	VSHSL for shelter support
	$3,000,000

	
	Homeless Youth Lodging Tax for youth and young adult programs
	$1,381,200

	
	DRF for the Regional Affordable Housing Program (RAHP) established by SHB 2060 in 2002
	$639,400

	TOTAL
	$82,211,091



Additional notable changes are summarized below.

Trueblood Grant [$4,709,000, including 1.0 FTE]. The proposed budget includes additional revenue and expenditures resulting from the settlement of the Trueblood lawsuit. The proposal includes a request for 1.0 FTE responsible for managing the award and improving system integration to increase housing stability of class members and others. The rest of the appropriation will go towards permanent supportive housing, limited emergency and high support temporary housing, and other labor costs.

Several technical adjustments are included in the proposed budget, including vacancy rate adjustments, and revenue and expenditure adjustments to reflect the latest OEFA forecasts. The proposed budget also includes corrections due to one-time capital expenditures and one-time homeless housing expenditures that were erroneously double-budgeted.

KEY ISSUES

ISSUE 1 – EXPENDITURE RESTRICTION 1

ER 1, included in the proposed budget ordinance, would require $2.6 million for one-time contracts with the following organizations:
· $800,000 for Friends of Youth
· $700,000 for Mary's Place
· $46,000 for New Horizons
· $52,000 for ROOTS Young Adult Shelter
· $142,000 for Valley Cities
· $800,000 for YMCA of Greater Seattle
· $60,000 for YouthCare

The ER is proposed to be funded with General Fund moneys. The Council may wish to consider if funding for these organizations are a budget priority. 

ISSUE 2 – FEDERAL WAY RED LION

The proposed budget would appropriate $2 million (in addition to $1.2 million for KCRHA operations) to fund capital rehabilitation and expansion of the Federal Way Red Lion emergency shelter, funded by Document Recording Fee revenue. This facility is expected to provide 56 units for adult individuals experiencing homelessness. The requested funding would support 25 additional units, bringing the total to 81 units. 

The 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. The purchase amount was $10.96 million (including $8.9 million from a State grant and $2 million from Document Recording Fees and State ARPA moneys). Since then, there have been $7 million in additional investments.  

Executive staff indicate that the site is expected to open in December 2025 with 56 units. If the proposed $2 million is approved, the procurement and construction process would take nine to 12 months to complete.

[bookmark: _Hlk210670834]ISSUE 3 – SHORT-TERM LODGING TAX DOLLARS

In previous years, decision packages and Council priorities would utilize short-term lodging tax dollars, a flexible funding source authorized by RCW 36.100.040[footnoteRef:2] that provides the County broad authority to use their portion of revenues[footnoteRef:3] “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). [2:  2015-S2.SL.pdf (wa.gov)]  [3:  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 2 below details how short-term lodging tax revenue would be allocated in the proposed 2026-2027 budget. According to Executive staff, there are no revenues to support additional Short-Term Lodging Tax bonding authority in the 2026-2027 budget and this revenue source could see a deficit of approximately $665,000 by the end of the biennium. The Council may wish to consider shifting the funding of any of the programs listed in Table 2 to other sources. With no carry forward revenues expected in the 2028-2029 biennium and depending on short-term lodging tax revenues, shifts to other revenue sources may also be needed in the future. 

Table 2. Proposed Utilization of Short-Term Lodging Tax
	 

	Projected Revenue: 2026 
	$7,586,403 

	Projected Revenue: 2027 
	$7,087,736 

	2025 Carry Forward 
	$3,626,536 

	Total Revenue 
	$18,300,675 

	$25M GO Bond Debt Service 
	$6,842,442 

	Other Debt Service Costs 
	$507,714 

	2025 budget approved 3 FTE for Regional Affordable Housing Program 
	$2,821,514 

	PPSP TLT – Leg Session 
	$166,133 

	2025 approved FTE and TLTs
	$4,673,464 

	Comprehensive plan implementation consultant 
	$400,000 

	DCHS Admin 
	$829,199 

	Community Engagement PPM I TLT 
	$284,788 

	Legal services for capital projects (Pacifica and PAO) 
	$1,300,954 

	Mary's Place shelter hotline 
	$658,000 

	ARCH Dues 
	$481,230 

	Total Commitments  
	$18,965,438 

	2026-2027 Deficit: 
	($664,763) 



ISSUE 4 – USE OF ONE-TIME MONEYS

Due to State and federal funding cuts, declining sales tax projects, and the expiration of Coronavirus Local Fiscal Recovery (CLFR) funding, the Executive proposes to make use of several one-time funding sources to continue existing programs and maintain services levels, as indicated in Table 1, including VSHSL fund balance, DRF State backfill, and the General Fund. 

According to Executive staff, the use of VSHSL fund balance is one-time, as the available fund balance is not likely to continue without reductions in other VSHSL allocations. Additionally, it is unknown whether the State will continue to be able to provide Document Recording Fee Backfill in the outyears.

The Council may wish to consider options for either continuing these programs at current service levels utilizing a more consistent revenue source (likely the General Fund) or reconsider the continuation of these programs.

ISSUE 5 – SODO LIGHTHOUSE SHELTER

The SoDo Lighthouse Shelter provides 269 shelter beds. According to Executive staff, under the current arrangement, King County pays 35% of the lease and the City of Seattle pays 65% of the lease. KCRHA is responsible for operations of the facility. 

The proposed 2026-2027 budget includes lease payments through the end of the lease term, May 2027, at which time the Executive proposes the shelter will cease operations.

RESPONSE TO COUNCIL INQUIRIES

QUESTION 1: ARE ANY OF THE INFLATIONARY INCREASES GOING TOWARD KCRHA ADMINISTRATION?
ANSWER: Executive staff stated that there are no inflationary increases going toward KCRHA administration in this decision package or others. The inflationary increases in the decision package accrue to contracts for homelessness response projects and not to KCRHA.  

QUESTION 2: HOW WILL DCHS ADDRESS FEDERAL-LEVEL ISSUES INCLUDING, HOW THE COUNTY WILL BE ABLE TO RESPOND TO HUD RESTRICTIONS ON COC DOLLARS; INCLUDING THE ABILITY TO SUSTAIN OR DELIVER ON OPERATIONS? HAS DCHS GIVEN THOUGHT TO PRIORITIZING INVESTMENTS IN LIGHT OF THOSE HUD RESTRICTIONS AND ANY INTEREST IN SHIFTING FUNDING TO MAINTAIN OPERATIONS FUNDING?
ANSWER: Executive staff provided the following response: For CoC, DCHS is taking a multi-pronged strategy:

There are indications that HUD may try to limit the amount of CoC funds eligible to go to permanent supportive housing. This would severely impact King County’s ability to continue to use CoC funds for renewal projects. DCHS is currently: 

· Convening housing providers to understand impact and coordinating with KCRHA, who leads the Continuum, as well as staff from the City of Seattle to understand the full landscape of fund sources and programs serving persons experiencing or exiting homelessness in the county. 
· As part of those conversations, exploring where swaps of funding sources between State, local, and federal may allow the County and its partners to maximize the federal resources still coming to its homelessness response and housing system
· Exploring which local fund sources could be used to backfill any loss of CoC funds and what the impacts of diverting those funds might be. For example, Health through Housing (HTH) fund balance.
· As part of those conversations, understanding where state legislative changes may be necessary to enable funds sources like HB 1406, HB 1277, or HB 1590 to support existing PSH units.
· DCHS is committed to maintaining its current HTH portfolio and commitments but is pausing adding any new units to the portfolio.  
· Coordinating with the legal team on existing protections from KC v. Turner, amending claims and potential future legal action. 

Until HUD releases the CoC Notice of Funding Opportunity, it is difficult to determine how much funding may be needed and which strategies will maximize resources available to address housing and homelessness in the county. However, as stated in the Executive’s Budget proposal, King County does not have sufficient funds to offset these potential cuts.

QUESTION 3: WHAT ARE THE OVERALL CAPITAL DOLLARS AVAILABLE FOR AFFORDABLE HOUSING IN THE PROPOSED BUDGET?
ANSWER: Executive staff provided the following response: DCHS is not requesting any new housing capital dollars in the 2026-27 budget. The $28.5M DCHS estimates offering in the 2026-27 biennium comes from remaining TOD bond funds authorized and restricted by prior Council budgets, remaining short-term lodging tax bonds restricted for equitable development, and from existing sources that are directed through Implementation Plans, Interlocal Cooperation Agreements, or the Federal Consolidated Plan.  

In 2025, DCHS offered $38.3M including TOD bond funds with expenditure restrictions for Equitable Development projects, East King County projects, and four specific project allocations. Other funds include short-term lodging bonds restricted for Equitable Development projects, and MIDD, HOME, RAHP, VSHSL, and one-time Jail Divestment funds. As stated in a previous response, awards will be announced in January. 

In 2026, DCHS anticipates offering $22.8M including $14.7M of remaining 2025 TOD funds restricted to a Metro site in North King County and to TOD preservation projects, as well as a small, estimated amount that may be carried over if it’s not awarded in the 2025 funding round. DCHS anticipates awarding all remaining TOD funds, authorized in prior years, by the end of 2026. 

In 2027, DCHS estimates a sharp drop in available housing capital funds as all TOD and short-term lodging bond funds previously authorized, and all VSHSL funds for the current levy period will be fully awarded by the end of 2026. This will leave approximately $5.7M available from HOME, RAHP, and MIDD funds. This estimate assumes the continuation of the 2026 level of HOME and MIDD funding, which are dependent on the federal budget and MIDD levy renewal.

QUESTION 4: CAN YOU PROVIDE AN OVERVIEW OF THE SUPPORTIVE HOUSING (BOTH PERMANENT AND EMERGENCY) OPERATIONS, SERVICES, AND ANY OTHER DOLLARS INCLUDED IN THE PROPOSED (BOTH BASE BUDGET AND DECISION PACKAGES)?
ANSWER: Executive staff provided the following information:

	Program
	Amount

	HTH Operations
	 $111,300,000 

	Continuum of Care
	 $65,000,000 

	Trueblood
	 $10,000,000 

	Operating and Rental Assistant (ORS) including DRF, Homeless Youth LT, MIDD, VSHSL, CHF
	 $63,900,000 

	TOTAL
	 $250,200,000 



The Executive’s proposed 2026-2027 budget for permanent and emergency housing operating and services budget for the biennium of $250.2 million reflects a base budget adjusted by decision package additions and adjustments.

The base permanent and emergency housing operating and services budget for the biennium continues operations of existing housing and includes Health through Housing, Continuum of Care, Trueblood funding and the mix of fund sources that comprise Operating and Rental Assistance (ORS) including Document Recording Fee, MIDD, VSHSL, lodging tax for youth, and state Permanent Supportive Housing (PSH) for Chronically Homeless Families (CHF) funds.

QUESTION 5: CAN YOU PROVIDE INFORMATION ON WAGE STABILITY AND PAYMENT STABILITY AND HOW IT IS BEING ADJUSTED FOR THIS YEAR?
ANSWER: The decision package, DS_001 reflects a 3.57% inflationary increase for 2026-2027 on the homelessness crisis response contracts administered by KCRHA. When asked if the Executive is planning any human service provider inflationary increases outside of homelessness service providers, Executive staff noted that the DCHS Inflation Policy guides the review of provider contracts and guides inflationary adjustments to providers contracts where funding is available. In the 2026-2027 budget, contracts in CSO, VSHS, BSK, DD, HTH, and MIDD funds, among others, include inflationary adjustments.

QUESTION 6: LAST YEAR'S BUDGET INCLUDED FUNDING FOR SOUTH KING COUNTY OUTREACH. IS THERE FUNDING FOR SOUTH KING COUNT OUTREACH IN THIS BUDGET?
ANSWER: Executive staff stated, "Yes, the KCRHA 2026-2027 budget does include $1M for the continuation, through the 2026-2027 biennium, of the South King County Vehicle Outreach program, which connects households living in vehicles to services, shelter, and housing opportunities. The program is operated by The Salvation Army. These funds are included in DS_009."

QUESTION 7: WHAT WOULD THE COST BE TO KEEP THE SODO LIGHTHOUSE SHELTER OPEN THROUGH 2027?
ANSWER: Executive staff stated, "It would cost King County $2.2M to continue the contract via KCRHA with the Salvation Army to operate the shelter through the end of the year. As mentioned in previous responses, KC only funds 35% of operations, so there would be Seattle costs to be considered as well. 

In addition, while there is not currently an ongoing lease beyond May 2027, King County’s portion of the lease for the shelter is 35%, with City of Seattle responsible for 65%. At the current rate and just for the shelter portion of the overall SoDo lease it would cost King County $2M for our 35% share for remainder of the year."

QUESTION 8: HAS THERE BEEN ANY THOUGHT PUT INTO HOW THE CAPACITY FOR THE SHELTER WOULD BE REPLACED IF/WHEN THE LEASE ENDS IN MAY 2027?
ANSWER: Executive staff stated, "King County, KCRHA and the City of Seattle meet regularly to discuss shelter siting, moves, etc.  SoDo Lighthouse is one of the shelters on the list of shelters where there has been awareness of the end of the current lease.  KCRHA and the City of Seattle would need to identify a new site if there is not interest in establishing a new lease and would need to assess related costs.  King County would provide support in looking for a new site(s)."

QUESTION 9: CAN YOU DELINEATE THE PROGRAMS GETTING ONE-TIME FUNDS? WILL THERE BE A CLIFF OF FUNDING NEXT YEAR ONCE THESE ONE-TIME FUNDING SOURCES ARE NO LONGER AVAILABLE IN THE NEXT BIENNIUM?
ANSWER: Executive staff noted that the following decision packages are funded through one-time funds:
· Inflation support for homeless providers [$2.6 million]
· Federal Way Red Lion Emergency Shelter Operations [$1.2 million]
· Homeless shelters and outreach [$11.4 million]
· Veterans, Seniors, and Human Services (VSHSL) Backfill [$5.3 million]
· ER1 for Youth and Young Adult Housing Support [$2.6 million]
Executive staff stated that, "The need for operating funds for these services will continue. The ability of the County to continue current shelter and other homeless services activities beyond this biennium is dependent on the future revenues from local document recording fees (DRF), the continued availability of state DRF backfill funds, or the emergence of additional revenue sources.
Yes, there will be a cliff for the 28-29 budget, unless local DRF revenues rebound or the State increases it backfill amounts. The size of the cliff will depend on backfill revenues."

QUESTION 10: REGARDING THE SHORT-TERM LODGING TAX UTILIZATION, CAN YOU PROVIDE DESCRIPTIONS FOR EACH OF THE EXPENDITURES LISTED IN TABLE 2?
ANSWER: Executive staff provided the following information:

	Category 
	Description 
	Amount

	2025 budget approved 3.6 FTE for Regional Affordable Housing Program 
	Policy Planning and Special Project Team (Affordable Housing Committee Staff, King County Countywide Planning Policies staff, subregional housing planning, etc.). Includes department overhead costs.  
	$2,821,514

	PPSP TLT – Leg Session 
	Policy, Planning, and Special Program (PPSP) staff to analyze policy and state legislative proposals. Cost is for one year.  
	$166,133

	2025 approved FTE and TLTs
	5 FTE were approved in the 2025 Adopted Budget: 2 for capital programs, 1 for Director’s office, and 2 for comprehensive plan work. 3 TLTs were approved for capital programs. Ongoing costs were approved in the 2025 Budget AC_001 and AC_003. 
	$4,673,464

	Comprehensive plan implementation consultant 
	Consultant expenses to implement King County Comprehensive Plan Action Items #3 and #11. Consultant analysis will inform the required staff report and ordinances for both items. Costs added via 2025 Adopted Budget HCD Expenditure Restriction 8. 
	$400,000

	DCHS Admin 
	HCD share of DCHS departmental admin costs.  
	$829,199

	Community Engagement Project Program Manager (PPM) I TLT 
	Community Program Specialist PPM I (TLT). The position supports HCD Director’s Office projects and initiatives that include supporting internal and external communications, staff engagement and supporting partnerships and collaboration related to HCD’s portfolio.  
	$284,788

	Legal services for capital projects (Pacifica and PAO) 
	PAO and external legal services for capital contracts and real estate documents (including deeds of trust, covenants, promissory notes). PAO is approximately 65% of costs and remaining 35% of costs are attributable to Pacifica. Housing Finance Program-funded projects are increasingly complicated and more difficult to close, requiring greater legal assistance than in previous years. In addition, the number of funded projects has increased over the past five years. Ongoing PAO costs were approved in 2025 Budget AC_004.
	$1,300,954

	Mary's Place shelter hotline 
	Mary’s Place hotline provides a centralized phone number that families seeking shelter can call. A centralized phone number has made finding shelter more accessible to families in crisis. This was covered by General Fund until 2023, when DCHS shifted it to STL due to the GF shortfall. 
	$658,000

	A Regional Coalition for Housing (ARCH) Dues 
	The mission of ARCH is to promote the creation of affordable housing in East King County, to recommend allocations of city funds for affordable housing and to assist members with developing and implementing local housing plans and programs. KC is a member per Ordinance 16898 adopted by Council in 2010.This was covered by General Fund until 2023, when DCHS shifted it to STL due to the GF shortfall. 
	$481,230







