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Summary

King County Council, through Ordinance 20023, Section 109, Proviso P3, calls for the executive to transmit a report to the council describing options to maintain the Aurora Oaks Enhanced Shelter as a shelter while the proposed redevelopment of the site experiences delays.[endnoteRef:2]  [2:  Ordinance 20023, Section 109, P3. [https://kingcounty.legistar.com/LegislationDetail.aspx?ID=7680373&GUID=B4E9E09C-A982-4A8C-A0DA-6CC195D69EE0] ] 


The Aurora Oaks Enhanced Shelter (shelter) operates at its Shoreline property through an agreement with Catholic Housing Services (CHS). CHS purchased the site from King County Housing Authority in 2021 using an $8.1 million interim loan from the King County Department of Community and Human Services (DCHS).[endnoteRef:3],[endnoteRef:4] According to the loan agreement, CHS intended to redevelop the site into permanent supportive housing (PSH) and repay the loan plus interest by June 29, 2026. Due to threats of federal funding cuts for PSH housing, as well state and local PSH funding constraints, CHS is not able to develop PSH housing on the site in the near term or meet the loan repayment schedule.[endnoteRef:5],[endnoteRef:6] [3:  King County Code 24.22 Interim Loan Program for Property Acquisition for Low-Income Housing. [https://aqua.kingcounty.gov/council/clerk/code/33_Title_24.htm#_Toc65058356]]  [4:  King County. (2025, October 2). 2024 Housing Awards Annual Snapshot Memorandum. [https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=7688939&GUID=EB70A681-BA1D-4D5A-BBD5-A733509A4D8D&Options=Advanced&Search=]]  [5:  Joy Moses, Daniel Soucy. (2025, June 3). National Alliance to End Homelessness. Visualizing the Impacts of the President’s FY2026 Budget: Returns to Homelessness and Major Setbacks. [https://endhomelessness.org/resources/research-and-analysis/visualizing-the-impacts-of-the-presidents-fy2026-budget-returns-to-homelessness-and-major-setbacks-could-be-ahead/ ] ]  [6:  DCHS Briefing to King County Council’s Health, Housing, and Human Services Committee. (2025, December 2). Continuum of Care: Distilling the Federal Contract and Local Consequences. [https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=7701513&GUID=6CF302A4-5F86-4AA9-A282-75BC85DB4114&Options=Advanced&Search=]] 


CHS submitted a preliminary alternate redevelopment proposal, which is permitted within the loan agreement, to DCHS’ Housing Finance Program (HFP) in its 2025 funding round. However, the agency needs a loan extension and changes to the permissible permanent uses to continue developing its plan. 

DCHS has identified that the best near-term option to allow continued operation of the shelter after June 2026 is amendment of King County Code (KCC) 24.22, to provide the Executive with the authority to extend the initial interim loan term by up to five years and modify the permissible permanent uses. This proposed amendment is transmitted concurrent with this report.[endnoteRef:7] If approved by the Council, these changes will allow CHS the time it needs to develop a financially feasible and sustainable redevelopment plan and allow the shelter to continue operating until the site is ready for redevelopment.    [7:  King County Code 24.22 Interim Loan Program for Property Acquisition for Low-Income Housing. [https://aqua.kingcounty.gov/council/clerk/code/33_Title_24.htm#_Toc65058356]] 


See Appendix A for the full text of Ordinance 20023, Section 109, Proviso P3.
Background

DCHS provided an $8.1 million interim loan to CHS in June 2021 to acquire a 2.6-acre site in Shoreline formerly known as the Oaks at Forest Bay Skilled Nursing Facility. The purposes of the loan were: 
· to give CHS time to plan and secure funding to redevelop the site as PSH or an alternate housing strategy, and 
· to allow Lake City Partners Ending Homelessness to operate the property as the 60-bed Aurora Oaks Enhanced Shelter until CHS started redevelopment. 

CHS’ loan is structured as a five-year loan, the longest term currently permissible under KCC 24.22, at three percent simple interest deferred until maturity.[endnoteRef:8] CHS’s loan is due on June 29, 2026, at an estimated repayment amount of $9.3 million. The loan agreement calls for CHS to redevelop the site as PSH, serving all households at or below 50 percent area median income (AMI), and to prioritize at least 25 percent of units for homeless households. [8:   King County Code 24.22 Interim Loan Program for Property Acquisition for Low-Income Housing. [https://aqua.kingcounty.gov/council/clerk/code/33_Title_24.htm#_Toc65058356]] 


In early 2025 CHS notified DCHS that it would not be able to meet the loan obligations of developing PSH onsite by 2026, or to repay the loan on time, due to the lack of available PSH funding for capital, operations, and supportive services.[endnoteRef:9] CHS has instead proposed redeveloping the site in two or three phases, starting with a 100-unit workforce housing project that would serve people up to 60 percent AMI rather than its previous plan to serve homeless households. DCHS proposes amending KCC 24.22 to allow a loan extension and support the first phase of development CHS indicates would be feasible in the current market and funding environment. CHS needs more time to determine what development would be feasible after the first phase.  [9:  Email correspondence from CHS to DCHS 2/11/25.] 


The City of Shoreline has a strong interest in maintaining the current shelter use in the near term while CHS is still determining its development plans.[endnoteRef:10] DCHS supports this interim use and intends to work with CHS on a feasible and sustainable redevelopment plan.  [10:  The City of Shoreline voiced their support and interest in the Aurora Oaks shelter continuing to operate during several phone calls with DCHS staff in 2025. City staff said the shelter is well run and that the community and the city support its continued operation.] 

Report Requirements

This section describes options, funding analyses, and recommendations to ensure continued operation of the Aurora Oaks Enhanced Shelter after June 2026.

Description of the options that the County could consider to address the maturity of the loan by Catholic Housing Services and maintain operations of the Aurora Oaks Enhanced Shelter as a shelter

The Executive has identified three options to address CHS’s June loan maturity and allow ongoing shelter operations:
1) King County amends KCC 24.22 to provide the Executive with the authority to extend Interim Loan terms. The Executive can then extend CHS’s loan term to allow more time for redevelopment. The Executive recommends this option.
2) King County acquires the Oaks site by foreclosing on CHS’s loan. If this option were pursued, King County would lose the $8.1 million loan principal repayment that is already committed to PSH operating and services contracts for homeless housing in future years. Therefore, the Executive does not recommend this option.
3) King County purchases the site from CHS. Financing and eligibility for this option are uncertain and DCHS and the Facilities Management Division (FMD) will not know until the end of 2026 whether this option is viable. Due to this uncertainty, the Executive does not recommend this option.

This subsection further describes and explores each of the three options above.

Option 1 (Recommended): Council amends KCC 24.22 and Executive extends CHS’ loan term.

Given the June loan maturity date and CHS’s inability to meet its loan obligations, the County’s best option to allow continued operations of the Aurora Oaks Enhanced Shelter past June is to amend KCC 24.22 to:
· provide the Executive authority to extend initial interim loan terms by up to an additional five years, and

· increase the AMI level for permanent uses of sites the interim loan program supports from 50 percent to 60 percent AMI. This change will allow CHS’ redevelopment to serve households up to 60 percent AMI. 

These legislative changes would enable the interim loan program to continue to support CHS even as its redevelopment project plans are modified, and to enable the Aurora Oaks Enhanced Shelter’s continued operation in the meantime. In addition, the changes would provide increased flexibility for the interim loan program overall to support a wider range of affordable housing projects going forward, while still preferring support for projects that support people experiencing homelessness, and to support projects for longer periods of time when needed.

Advantages of amending the KCC 24.22 and extending CHS’s loan term: 
· Provides CHS additional time to further develop its proposal for a two- or three-phased development, including whether additional federal, state, and local funding will be available to support PSH development in a second or third phase. More time is needed to develop a feasible redevelopment and operations plan.

· Allows the property to serve 60 percent AMI would enable CHS to begin redeveloping the site as a 100 percent workforce housing project serving households up to 60 percent AMI. The first phase of CHS’ project would not serve any homeless households, but subsequent phases might. CHS will determine in the next two to three years, based on available federal, state, and local funding, whether serving some homeless households in later phases is feasible. 

·  Allows the shelter to continue to operate onsite until CHS is ready to redevelop the site. If their loan is extended, CHS intends to continue their agreement with the shelter operator, assuming the shelter maintains its operating funding.[endnoteRef:11] The shelter’s operating funds are contracted annually through the King County Regional Homelessness Authority (KCRHA). Its funds are secure for 2026 and likely for 2027.[endnoteRef:12] Funding beyond that will depend on overall funding available for the homeless response system.  [11:  CHS expressed this intention to DCHS through conversations in 2025.]  [12:  Aurora Oaks 2026 shelter budget confirmed by DCHS’ Housing Stability Manager who partners with KCRHA. DCHS anticipates the shelter will maintain funding in 2027 because it is a well-run shelter in North King County, where there are limited shelters. At some point KCRHA will re-procure shelter funds, and at that time the shelter’s funding level could change.] 


· Allows more time for CHS to secure construction and permanent financing, including from public funders. CHS requested $12.5 million from King County in the 2025 housing capital request for proposals to redevelop the site, and this figure could rise because the preliminary proposal showed a gap of $6 million and interest rates remain high. Due to declining lodging tax revenue projections, the County would not be able to meet CHS’ full financing need immediately. DCHS currently has $10 million designated for transit-oriented development (TOD) sites in Shoreline or Kenmore, authorized by Ordinance 19861.[endnoteRef:13] These funds could potentially support redevelopment of the Oaks site, if a proposal meets TOD and Housing Finance Program (HFP) due diligence criteria through a competitive funding round.[endnoteRef:14] If King County extends CHS’ interim loan, DCHS intends to make these $10 million available in its annual housing finance procurement for eligible TOD projects in Shoreline and Kenmore instead of continuing to hold these funds for a joint RFP with King County Metro for its Shoreline site. CHS would be eligible to apply for these TOD funds.  [13:  Ordinance 19861, Section 108, ER1. [https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=6872221&GUID=984B4D1E-D397-4497-85A8-C886918ED955&FullText=1]]  [14:  See DCHS’ Housing Finance Program. [https://kingcounty.gov/en/dept/dchs/human-social-services/housing-homeless-services/funding-opportunities/housing-finance]] 


· Increases the likelihood that the County will be repaid the $8.1 million that it loaned to CHS via an interim loan from HCD’s Homeless Housing and Services Fund (HHSF). The HHSF is committed to future operating and services support for existing PSH buildings. If King County extends CHS’ loan, it would increase the likelihood that CHS can develop a feasible redevelopment plan and secure financing that will repay this loan that is critical to keeping formerly homeless people housed.  

Risks to extending CHS’s Interim Loan:
· Delays repayment of the County’s $8.1 million loan principal, which is currently due June 29, 2026. However, at the time of this report, CHS has no way to repay the loan on this timeline, a loan extension will instead make repayment more likely in the future. DCHS has confirmed that extension of the loan repayment timeline by three to five years will avoid any negative impact on existing PSH contract commitments. 
	
Option 2 (Not Recommended): County Forecloses on CHS’ Loan 

DCHS could foreclose on CHS and take the property. This option is risky because it will involve legal procedures that will negatively impact CHS and forfeit the County’s $8.1 million loan.

Advantage of foreclosing on the loan:
· King County FMD would own the site and could allow continued operations of the shelter, provided the shelter had sustained operating funds.

Disadvantages of foreclosing on the loan:
· A CHS foreclosure or default would negatively impact CHS’ financial position and limit or prevent their ability to maintain existing funding for current PSH operations or secure funding to develop new sites. If lenders or other funders see a default, they can pull existing operating and services commitments to the agency. A CHS default could put housing and services for approximately 1,000 people in CHS buildings around King County at risk.[endnoteRef:15] This outcome should be avoided. [15:  Based on CHS’ operating buildings in King County as provided on CHS’s website. [https://ccsww.org/services/permanent-housing/] ] 


· DCHS would lose $8.1 million of document recording fee (DRF) revenue from its Homeless Housing and Services Fund (HHSF), that are already committed to future use serving permanent supportive housing buildings.[endnoteRef:16] This loss would undermine the County’s commitments to operating and services contracts for homeless PSH housing, which could potentially result in 236 PSH residents becoming homeless again.[endnoteRef:17] A funding loss of this magnitude is untenable at a time when tens of millions of dollars in annual federal U.S. Department of Housing and Urban Development (HUD) Continuum of Care (CoC) funding for PSH operations and services in King County is potentially at risk.[endnoteRef:18],[endnoteRef:19] [16:  Interim Loans are funded by HHSF funds (DRF) that are collected and awarded annually but are spent down over six years, creating a fund balance that is carried forward each year. This allows DCHS to loan part of the fund balance in interim loans.]  [17:  Housing and Homeless Services Program estimate, January 2026]  [18:  Joy Moses, Daniel Soucy. (2025, June 3). National Alliance to End Homelessness. Visualizing the Impacts of the President’s FY2026 Budget: Returns to Homelessness and Major Setbacks. [https://endhomelessness.org/resources/research-and-analysis/visualizing-the-impacts-of-the-presidents-fy2026-budget-returns-to-homelessness-and-major-setbacks-could-be-ahead/ ]]  [19:  DCHS Briefing to King County Council’s Health, Housing, and Human Services Committee. (2025, December 2). Continuum of Care: Distilling the Federal Contract and Local Consequences. [https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=7701513&GUID=6CF302A4-5F86-4AA9-A282-75BC85DB4114&Options=Advanced&Search=]] 


· Since DCHS is not a custodial agency, King County’s FMD would own the site and be responsible for maintaining the property, including ensuring safe and habitable standards for operating the shelter. As of the drafting of this report, it is not known whether FMD would determine that the shelter needs capital investments before it could continue operating safely, or what additional requirements FMD would impose as part of County ownership of the site.  FMD would execute a use agreement with the shelter operator. The King County Regional Homelessness Authority (KCRHA) would continue to hold the contract for shelter operations. 

· DCHS does not have funds to pay FMD to manage the site, make any capital improvements needed, or administer a use agreement. Costs associated with these activities could increase the cost to the shelter operator or to KCRHA to maintain the shelter.

Option 3 (Not Recommended): County purchase of the Aurora Oaks site

Finally, King County could purchase the Aurora Oaks property from CHS. In this scenario, CHS would repay the County’s interim loan, assuming the appraised value is higher than the loan repayment amount, and DCHS would relieve CHS from its obligation to redevelop the site. Due to current federal and local funding uncertainties, DCHS cannot determine until at least the end of 2026 whether it has sufficient funding of the right type required to pursue this option. As a result, the County cannot make this commitment before the June 2026 end of the interim loan term. 

For this reason, DCHS therefore recommends amending KCC 24.22 and extending CHS’ current loan. This solution will provide CHS with more time to identify its overall redevelopment plan and financing. This approach will be necessary at least until DCHS knows more about the federal CoC funds and its other capital needs, which are described further in the next subsection.

Potential funding sources for County acquisition of the property located at 16357 Aurora Avenue North, Shoreline

All of Health through Housing’s and Housing Finance Program’s current capital sources require the development of housing, not shelter, and require serving specific populations. In addition, DCHS’s capital sources are severely constrained and may be further impacted by potential federal cuts. 

The two capital funding streams that DCHS analyzed as potential sources for County acquisition of the Oaks site are Health Through Housing funds and TOD funds. At this time, neither source is a legally viable source for purchasing the shelter site. As a result, and as discussed in this section, neither is recommended for use for the Oaks site.

Potential Fund Source 1 (Not Recommended): Health Through Housing Funds (HTH)

The state’s authorizing legislation for the funding stream known in King County as Health Through Housing allows the County to acquire sites for affordable housing, including emergency, transitional, and supportive housing.[endnoteRef:20] It requires serving people at or below 60 percent AMI with a behavioral health disability and who are homeless or at risk of being homeless.[endnoteRef:21] However, County code further restricts the use of these funds to serving those at or below 30 percent AMI.[endnoteRef:22] HTH housing facilities cannot impose a time limit for residents’ length of stay. [endnoteRef:23] [20:  RCW 82.14.530 [https://app.leg.wa.gov/RCW/default.aspx?cite=82.14.530] ]  [21:  RCW 82.14.530 [https://app.leg.wa.gov/RCW/default.aspx?cite=82.14.530]]  [22:  King County Code 24.30.010 [https://aqua.kingcounty.gov/council/clerk/code/33_Title_24.htm#_Toc65058358] ]  [23:  Initial Health Through Housing Implementation Plan, page 19. [https://mkcclegisearch.kingcounty.gov/View.ashx?M=F&ID=9959294&GUID=718EA25C-9032-448C-8C98- 060B2C97B5E8]] 


Advantages of Using HTH funds:
· The state’s authorizing legislation allows the County to use funds to acquire sites.[endnoteRef:24] [24:  RCW 82.14.530 [https://app.leg.wa.gov/RCW/default.aspx?cite=82.14.530] ] 


Constraints on Using HTH funds:
· While the County can acquire sites using HTH funds, the authorizing legislation requires the use of acquired sites to be permanent housing, not shelter.[endnoteRef:25]  [25:  RCW 82.14.530 [https://app.leg.wa.gov/RCW/default.aspx?cite=82.14.530]] 


· The current Oaks Enhanced Shelter may not conform to the King County Code requirements governing HTH regarding the 30 percent AMI income level and type of housing required. The current shelter operator may need to alter its model and services to meet the Revised Code of Washington (RCW) and KCC requirements before King County could acquire it.[endnoteRef:26],[endnoteRef:27] DCHS is not a party to CHS’ contract with the shelter operator, so it would need time to fully assess the shelter operations to determine if it meets HTH requirements, such as whether there is a time limit for a stay, whether it meets KCC requirements, and whether residents would be displaced.  [26:  RCW 82.14.530 [https://app.leg.wa.gov/RCW/default.aspx?cite=82.14.530]]  [27:  King County Code 24.30 [https://aqua.kingcounty.gov/council/clerk/code/33_Title_24.htm#_Toc65058358]] 


· If the shelter could conform to RCW and KCC requirements with some modifications, and HTH had the funding to purchase it and immediately divest it to the shelter, the shelter operator would have to want to own the site. At this time, DCHS does not know whether the shelter operator has any interest in owning the site and being responsible for capital upkeep. In addition, if HTH purchased the site and divested it to the shelter operator, the region would risk losing a large site for future affordable housing. 

· As described in a letter transmitted to the Council on October 29, 2025, DCHS has paused HTH acquisitions in favor of supporting operations-only sites due to declining HTH revenue projections, rising capital needs and other costs, and program capital commitments:[endnoteRef:28]  [28:  Health Through Housing 2025 Reallocation Letter, October 29, 2025. [https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=7718540&GUID=5BF7C132-117C-4C14-AA59-9BB0FE5560D8&Options=Advanced&Search=]] 


· Based on the July 2025 financial forecast, projected HTH revenues have declined $19.6 million for the six-year period 2025 through 2030.[endnoteRef:29] ,[endnoteRef:30]  [29:  County Budget Office analysis based on July 2025 OEFA shows HTH projected revenues declining each year between 2025-2030, except for a small increase in 2026. The overall six-year decline is projected as $19.6 million (from July 2021 HTH revenue projections). ]  [30:  King County Office of Economic and Financial Analysis. (2025, July 21). July 2025 King County Economic and Revenue Forecast. https://cdn.kingcounty.gov/-/media/king-county/independent/governance-and-leadership/government-oversight/forecasting/documents/july2025_pdf.pdf?rev=6abcfdb918314a40a3c82d9f0de6ea14&hash=7B796FB39494EB5CEA00BBB043DB3F8D] 

· FMD is conducting a capital needs assessment of the entire HTH portfolio by the end of 2026, which is expected to address substantive capital rehabilitation needs across existing HTH facilities. Until this is completed, HTH is unable to consider any capital purchases. Using any HTH reserves to purchase additional buildings prior to a full understanding of future HTH facility needs risks the County’s ability to provide safe, habitable housing across the entire HTH portfolio.
· All HTH capital funds are committed to future capital needs of HTH buildings. HTH is required to pay for capital improvements of sites it buys in perpetuity. 
· In 2025, unanticipated capital expenses resulted in capital costs exceeding initial estimates for each project by 20 to 134 percent. This trend informed the current HTH strategy to pause acquisitions to ensure it maintains safe housing across the HTH portfolio over the long term.
· All HTH operating funds are committed to future operations of HTH sites. According to the HTH Implementation Plan, HTH is required to support the operating and services needs of sites it purchases even if it has divested those sites to provider ownership.[endnoteRef:31] In addition, DCHS has identified any currently available HTH operating funds as a potential source to backfill CoC gaps if needed to sustain existing PSH operations. (DCHS does not expect to have information about potential federal CoC cuts until at least the end of 2026.) If HTH purchases the Oaks, it would not be able to stabilize existing PSH projects that may be subject to a loss of CoC revenue, potentially impacting housing for up to 2,144 CoC-supported residents.  [31:  King County. (2021, November). Initial Health through Housing Implementation Plan 2022-2028. p 31. [https://mkcclegisearch.kingcounty.gov/View.ashx?M=F&ID=9959294&GUID=718EA25C-9032-448C-8C98-060B2C97B5E8]] 

· DCHS intends to add operations-only HTH sites to grow the portfolio cost-effectively while reducing King County’s overall financial exposure for initial and ongoing capital costs. Pursuing this strategy will ensure that the HTH initiative is able to better provide long-term, dependable financial support for the full operations of all HTH units.

· Purchasing the Oaks site would require an appraisal and FMD’s assessment of whether the site needs capital improvements before continuing to operate as a shelter. DCHS’ understanding is that the building is in poor condition. This means that the appraisal may not cover the full loan payoff amount of $9.3 million or the principal payment of $8.1 million. It is unlikely CHS would be able to make up any shortfall, causing a deficit in the County’s HHSF dollars that are committed to future PSH homeless housing contracts. 

Potential Fund Source 2 (Possible for Third Party): Transit Oriented Development Funds (TOD)

DCHS has awarded or committed $284 million, or 98 percent, of the total $288 million TOD funds Council appropriated between 2016 and 2025. Of the total amount of TOD funds, $255 million has been awarded to projects; $32 million has been committed to specific projects, area geographies, or preservation projects; and almost $1 million is available for equitable development TOD projects. Committed funds include allocations to specific projects or geographic areas that DCHS will award when projects meet underwriting criteria. Of the committed funds, $10 million is available for TOD sites in Shoreline or Kenmore, as authorized by Ordinance 19861.[endnoteRef:32] These funds can support a nonprofit or housing authority to develop housing, but it cannot be used by the County to acquire sites.  [32:  Ordinance 19861, Section 108, ER1. [https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=6872221&GUID=984B4D1E-D397-4497-85A8-C886918ED955&FullText=1] ] 


DCHS has been planning to issue these funds in King County Metro’s RFP for its Shoreline site in early 2027. However, if the County extends CHS’ interim loan, DCHS intends to make the TOD funds available in its annual competitive RFP for any TOD eligible sites in Shoreline or Kenmore. DCHS would make the $10 million in TOD funds available because it has very little TOD funding left to award and lodging tax revenue projections are declining and not expected to provide any capacity for additional TOD bonds for several years.[endnoteRef:33] CHS could apply for these funds for the Oaks site.  [33:  King County Office of Economic and Financial Analysis. (2025, July 21). July 2025 King County Economic and Revenue Forecast. https://cdn.kingcounty.gov/-/media/king-county/independent/governance-and-leadership/government-oversight/forecasting/documents/july2025_pdf.pdf?rev=6abcfdb918314a40a3c82d9f0de6ea14&hash=7B796FB39494EB5CEA00BBB043DB3F8D] 


Notably, this funding strategy would not constitute acquisition by the County, but instead would dedicate TOD funds to support a redevelopment strategy by CHS or another developer.


Advantages of TOD funds:
· DCHS has $10 million available to support capital development and permanent financing at TOD-eligible sites in Shoreline and Kenmore.

Disadvantages of TOD funds:
· The County must award TOD funds to a third party. TOD authorizing legislation does not allow the County to directly acquire sites. State statute says that TOD funds must be used for contracts, loans, or grants to nonprofit organizations or public housing authorities for affordable workforce housing within one-half mile of a transit station.[endnoteRef:34],[endnoteRef:35]  [34:  RCW 67.28.180 [https://app.leg.wa.gov/rcw/default.aspx?cite=67.28.180] ]  [35:  RCW 67.28.180 states [at (3)(d)]: (d) “On and after January 1, 2021, the revenues under this section must be used as follows: [at sub (2)(A)] For contracts, loans, or grants to nonprofit organizations or public housing authorities for affordable workforce housing within one-half mile of a transit station, as described under RCW 9.91.025, or for housing, facilities, or services for homeless youth.” (emphasis added) [https://app.leg.wa.gov/rcw/default.aspx?cite=67.28.180]] 


· While TOD funds can support repayment of acquisition costs, there are legal questions as to whether funds can be used for initial acquisition. TOD awards need to result in permanent housing, so DCHS typically awards funds after underwriting and due diligence shows that the project supports development of permanent housing. DCHS could award its $10 million for Shoreline or Kenmore to CHS or another developer once they present a feasible plan that meets due diligence criteria through a competitive procurement process.

· If DCHS makes the funds available for other properties instead and awards funding to the Oaks site, it will not have funds for the Metro Shoreline opportunity described above. DCHS plans to make the funds available more broadly so that eligible projects that are ready and meet underwriting criteria will have access to County funding when needed.

· TOD funds are nearly exhausted and there is no revenue capacity for additional bonds. As described above, only two percent of DCHS’ authorized $288 million TOD bonds remain uncommitted. The Housing Finance Program (HFP) anticipates awarding the remaining uncommitted funds by the end of 2026. In addition, King County’s July 2025 OEFA shows that lodging tax revenue projections have declined from the 2024 forecast, providing no capacity for additional TOD bonds and just enough revenue to cover existing TOD debt service.[endnoteRef:36] The County’s budget office anticipates TOD revenues to fall below prior projections for the next several years, making it harder to support new TOD development. See Appendix B , Lodging Tax Revenue Projections July 2025. [36:  King County Office of Economic and Financial Analysis. (2025, July 21). July 2025 King County Economic and Revenue Forecast. https://cdn.kingcounty.gov/-/media/king-county/independent/governance-and-leadership/government-oversight/forecasting/documents/july2025_pdf.pdf?rev=6abcfdb918314a40a3c82d9f0de6ea14&hash=7B796FB39494EB5CEA00BBB043DB3F8D] 


· DCHS’s existing $10 million TOD funds for Shoreline or Kenmore could go most of the way in supporting CHS’s Oaks site redevelopment, if the project meets underwriting and due diligence criteria. However, it is likely the County will need a few more years before it would be able to provide enough funding to support the full site redevelopment need, which is currently estimated by CHS at $12.5 million or more. 

TOD fund constraints affirm that DCHS’s best option for continuing shelter operations is to extend CHS’s Interim Loan to provide more time for CHS to develop their plan and secure redevelopment funding. 

Timeline and next steps that the Department of Community and Human Services intends to take to ensure continued operations of Aurora Oaks Enhanced Shelter as a shelter in North King County

Past Actions:
· February 2026: DCHS engaged CHS about DCHS’s intent to seek loan extension and not put CHS into default.
· March 2026: Concurrently with this report, the Executive is transmitting a proposed ordinance amending KCC 24.22 governing DCHS’ Interim Loan Program.

Immediate Next Actions:
· Second Quarter 2026: Upon adoption of the proposed ordinance, DCHS will propose to the Executive to extend CHS’s loan term for three years, to June 2029.[endnoteRef:37] [37:  DCHS will determine the term of loan extension through conversation with CHS. As of the drafting of this report, DCHS expects that a three-year extension will provide the time needed for CHS to develop a feasible redevelopment plan and identify and secure funding commitments. Based on CHS’ progress, if more time is needed past June 2029, DCHS and the Executive may consider that. Starting with a three-year extension would give DCHS the ability to change course after three years if the redevelopment is not progressing.
] 

· Second Quarter 2026: With the Executive’s approval of a loan extension, DCHS will confirm the terms and conditions of the loan extension with CHS, including continued shelter operations.
· June 2026: DCHS will amend CHS’s loan term and contract before June 29, 2026, the date of loan maturity.  

Additional continued actions that may or may not be relevant to the Aurora Oaks site: 
· December 2026: FMD plans to complete its HTH portfolio capital needs assessment and determine whether HTH has any capital capacity to purchase the Oaks site.
· December 2026: DCHS expects to assess potential CoC losses and options for backfilling CoC funds, including HTH dollars.
· Fourth Quarter 2026: DCHS could engage with Oaks Enhanced Shelter operator to understand their operating model. Based on this determination, with PAO consultation,  DCHS could determine whether the Oaks Enhanced Shelter would have to change its model to be eligible for a purchase using HTH funds.
· Fall 2026 or Fall 2027: If CHS’ loan is extended, DCHS plans to offer its $10 million in TOD funding for Shoreline or Kenmore in the annual HFP RFP for eligible project applications. CHS could compete for these funds to support their Oaks site redevelopment. 
Conclusion

The Executive has no interest in foreclosing on CHS’ loan. Instead, the Executive intends to: 
· ensure the Aurora Oaks Enhanced Shelter can continue operating until site redevelopment is under way,; 
· support redevelopment of the site to provide hundreds of new affordable housing units; and 
· receive eventual full repayment of the $8.1 million interim loan supporting this project in order to fulfill DCHS’s commitment to PSH homeless housing operations in future years. 

There is a clear immediate pathway that provides the best opportunity to meet these goals. The Executive recommends amending KCC 24.22 that governs DCHS’ Interim Loan Program and extending CHS’ loan term to allow more time to plan the site redevelopment and secure funding. The Executive is transmitting a proposed Ordinance to effectuate the needed amendments concurrently with this report. A loan extension would allow the shelter to continue operating while CHS plans a feasible redevelopment.

The County’s options to purchase the site are uncertain due to constrained financial capacity and legal restrictions on fund uses. DCHS will continue to assess any opportunity to purchase the site through HTH funds. That determination is dependent on FMD completing its HTH capital needs assessment by the end of 2026 and is compounded by federal threats to PSH operating funds. Importantly, the use of HTH funds for this purpose is not recommended and creates risks for the HTH fund and for the County’s broader PSH funding commitments. DCHS’ best current financing option is to provide its $10 million TOD funds for Shoreline or Kenmore in the annual HFP RFP for eligible TOD projects meeting underwriting and due diligence criteria. This would provide opportunity for CHS to compete for County funding for their Oaks site redevelopment, though at this time $10 million does not fully meet CHS’ expected need from the County. If TOD funding is offered more broadly, DCHS would not have funding available for Metro’s TOD redevelopment at the Shoreline Park and Ride.  
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Full Text of Ordinance 20023, Section 109, Proviso P3

Of this appropriation, $300,000 shall not be expended or encumbered until the executive transmits a report to the council describing the next steps required for the Aurora Oaks Enhanced Shelter to maintain operations as a shelter.

The report shall include, but not be limited to:

A. A description of the options that the county could consider to address the maturity of the loan by Catholic Housing Services and maintain operations of the Aurora Oaks Enhanced Shelter as a shelter;
B. Identification of potential funding sources for the county to obtain the property located at 16357 Aurora Avenue North, Shoreline, Property Tax Parcel number 329370-0010; and
C. Identification of the timeline and next steps that the department of community and human services intends to take to ensure continued operations of Aurora Oaks Enhanced Shelter as a shelter in North King County.
The executive shall electronically file the report required by this proviso by March 30, 2026, with the clerk of the council, who shall retain an electronic copy and provide an electronic copy to all councilmembers, the council chief of staff, and the lead staff for the budget and fiscal management committee or its successor.


		Appendix A

Declining Lodging Tax Revenue Projections, July 2025 OEFA
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Analysis by County Budget office for Housing portion of lodging taxes, based on July 2025 OEFA projections.
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2025 $16.9 M $17.8 M -$0.9 M -5%

2026 $17.8 M $18.5 M -$0.7 M -4%

2027 $17.8 M $19.5 M -$1.7 M -9%

2028 $18.2 M $20.2 M -$2.0 M -10%

2029 $18.9 M $20.9 M -$2.1 M -10%

2030 $20.5 M $22.9 M -$2.4 M -11%

2031 $22.5 M $25.3 M -$2.8 M -11%

2032 $23.2 M $26.2 M -$3.0 M -11%

2033 $24.1 M $26.8 M -$2.7 M -10%

2034 $25.1 M N/A N/A N/A
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