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TOPIC: A motion accepting the Contract Transition Plan for the King County Regional Homelessness Authority and a report with responses to Motion 16970.
LEGISLATION SUMMARY
In response to a forensic evaluation on the King County Regional Homelessness Authority (KCRHA) with findings related to several financial management and internal control deficiencies, the King County Council passed Motion 16970 requesting the Executive provide a briefing and report regarding KCRHA's corrective actions. Proposed Motion 2026-0207 would accept the KCRHA Contract Transition and a report with responses to Motion 16970. 
The KCRHA Contract Transition Plan outlines the types of contracts, timeline, and associated next steps to transition the county-funded contracts that are currently managed by KCRHA to King County. The Plan states that King County would manage 100 county-funded contracts, totaling $46.3 million, beginning in January 2027. To handle the additional workload, the Executive anticipates hiring 10 full-time equivalent employees (FTEs) with an ongoing cost of $4 million per biennium. Additional decisions are contingent on the Regional Reset Conversations, which are expected to take place through the first quarter of 2027.
KEY ISSUES FROM THE ANALYSIS
Compliance with Motion 16970  Attachment B to the proposed motion appears to acknowledge each of the items requested by Motion 16970, but the information provided does not appear to fully address requirements of the motion. It is a policy choice whether to accept the Contract Transition Plan and Responses to Motion 16970 or to amend the proposed motion to request another transmittal.
BACKGROUND & TIMING CONSIDERATIONS	 BACK TO TOP
2026 Forensic Evaluation.
 The City of Seattle and King County engaged an external consultant to complete a forensic evaluation of the King County Regional Homelessness Authority (KCRHA) to assess the financial condition, governance, and risk management practices from mid-2021 (operational launch) through July 31, 2025.  The Forensic Evaluation identified several financial management and internal control deficiencies, including:
Negative cash balance reached approximately $44.7 million;
Interest charges related to borrowing King County Investment Pool funds totaled $1.27 million. Administrative overspend also contributed to a total administrative cash deficit of approximately $4.26 million; and
Consistent growth in receivables over the scope period, with an ending balance of $49.8 million dollars, which includes a receivables balance of $8 million that could not be reconciled based on available records.
The Forensic Evaluation included recommendations to resolve the identified challenges including:
Obtain a complete and reliable picture of cash
Implement a complete and consistent GAAP-based monthly close and reporting process
Improve the invoice and reimbursement process
Strengthen budget management, oversight, and reporting
Implement and document an internal control framework aligned with COSO
Review and align with Uniform Guidance (2 CFR Part 200)
Additional external accounting, advisory, and project management support
Motion 16970.
 The King County Council passed Motion 16970[footnoteRef:1] on May 5, 2026, which requested that the Executive provide a briefing and report regarding KCRHA's corrective actions towards addressing financial management and internal control deficiencies, as well as the administrative funding needs and a decision framework of the continued participation in the Amended and Restated Interlocal Agreement (ILA). Executive staff, along with a representative from KCRHA, provided a briefing to the Committee of the Whole on June 8, 2026.[footnoteRef:2]  [1:  Motion 16970. https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=7998691&GUID=D68E3CE9-550D-457A-93E8-7B2C41DF6361&Options=Advanced&Search= ]  [2:  Committee of the Whole Briefing, May 8, 2026. https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=7782280&GUID=DC7DFAA7-E1C1-4472-A89D-D9B6EE92F932&Options=Advanced&Search= ] 

The motion requests that the report, in consultation with the City of Seattle, homelessness service providers, members of the KCRHA Governing Board, and other stakeholders, include the following items:
Recommendation on the ILA: A recommendation on whether King County should continue, amend, or terminate its participation in the ILA.
Decision framework: A clear decision framework to guide the Council's consideration on whether King County should continue, amend, or terminate its participation in the ILA.
Transition steps: An assessment of necessary steps and a plan for which funder would be responsible for transitioning contracts and activities managed by KCRHA.
Impacts on the Continuum of Care (CoC): An assessment of the impacts that a termination of the ILA would have on the CoC Board and programs, as well as potential mitigation measures.
Timeline: An assessment of whether the 12-month period outlined in the ILA would provide sufficient time to complete a transition or an alternative proposed timeline. 
County readiness: An assessment of the readiness of county departments to assume activities currently carried out by KCRHA and consideration of a new county department or entity, including staffing and budget required for transition.
Compliance with funding requirements: An assessment of necessary actions to ensure continued compliance with state, federal, and other funding requirements during a potential transition.
Actions for continuity of services: An assessment of other necessary steps to ensure continuation of homelessness response services without reduction in services during a potential transition. 
Financial risks: An assessment of financial risks during a potential transition and proposed actions to prevent disruption of contracted services. 
Potential reforms: Any proposed reforms or changes to KCRHA if the Executive recommends against termination of the ILA.
Other considerations: An outline of other considerations the Council should consider, as well as an update on the status of KCRHA's Corrective Action Plan.
Select Correspondence and Updates.
 There have been several updates from KCRHA, as well as joint responses from King County and the City of Seattle and the contractor, Clark Nuber P.S., regarding progress and commitments towards addressing findings from the Forensic Evaluation. An overview of the correspondence can be found as Attachment 4 to this staff report. Most recently, On July 1, 2026, Executive Zahilay and Mayor Wilson announced that the management of county- and city-funded contracts would return to King County and the City of Seattle, respectively. KCRHA would retain responsibility as the lead entity for King County's CoC and several other programs to be described in the Contract Transition Plan.
ANALYSIS	 BACK TO TOP
Proposed Motion 2026-0207 would accept the KCRHA Contract Transition and a report with responses to Motion 16970. Both documents were transmitted as attachments to the proposed motion. 
KCRHA Contract Transition Plan.
 The KCRHA Contract Transition Plan, Attachment A to the proposed motion, outlines the types of contracts, timeline, and associated next steps to transition the county-funded contracts that are currently managed by KCRHA to King County's Department of Community and Human Service's Housing and Community Development Division (HCD). Both the City and the County plan to extend providers' 2026 contracts through 2027. The distribution of contracts between the County and KCRHA beginning in January 2027 is shown in Table 1. 
Table 1. Planned Contract Administration Beginning January 2027
	
	King County
	KCRHA

	Programs
	Diversion
Day Centers/Outreach
Emergency Shelter
Transitional Housing
Rapid Re-Housing
System Support
	Contracts for severe weather shelter only where the County does not already contract with the provider
Contracts where the County match an existing Housing and Urban Development (HUD) CoC award and may be used in the same project for HUD-eligible activities


The Plan states that this division of contract administration would result in King County managing 100 county-funded contracts, totaling $46.3 million. Executive staff noted that of the 100 contracts that the county will administer, there are approximately 15 contracts that may not be transitioned to the county, and the review of contracts is ongoing.
Seattle is planning similar program transitions and estimate that 117 contracts, totaling $112.80 million, will be administered by their Human Services Department.[footnoteRef:3] Executive staff noted that in instances where King County and the City of Seattle both currently have funding in a given project the funders are jointly considering if and how to limit the number of joint contracts, in the context of prior procurements, geographic and/or programmatic imperatives on some fund sources, etc. [3:  City of Seattle Response to Resolution 32202, Contracts Transition Plan, July 31, 2026. https://kcrha.org/wp-content/uploads/2026/08/City-of-Seattle_KCRHA_Contract_Transition_Plan_07312026.pdf ] 

Of the 100 contracts that are anticipated to be transitioned to the county, there are 40 individual providers. Executive staff note that DCHS already contracts with 35 of these providers and the other five are registered and active in the electronic contracting system. Compared to DCHS's existing workload, the new contracts represent approximately six percent of the community grants and contracts that DCHS managed in 2025.
Transition Steps and Timeline.
 The Plan provides a timeline and transition steps for the next six months leading up to the transition of county- and city-funded contracts back to the respective funder in January 2027.
The Plan also discusses a combined King County and City of Seattle Notice of Funding Opportunity (NOFA), which Executive staff noted will address contracts for outreach, shelter, transitional housing, and rapid re-housing. Most of these contracts have not been re-procured since the advent of KCRHA. The following additional information was provided by Executive staff regarding the NOFA:
"The NOFA will be a joint expression of how King County and the City of Seattle intend to re-procure funds in the context of our regional homelessness emergency response.  It will present the framework for funding including what funds will be procured, program types and performance expectations, definitions, and system expectations (i.e., coordinated entry and HMIS).  The NOFA will also outline the timeline for the actual RFP(s) to be held in early 2028.  King County and the City of Seattle have a history of issuing joint NOFAs and this will leverage that history.  The new teams being stood up to manage the contracts will be working on the development of the NOFA and RFP(s)."
County Readiness.
 An assessment of HCD's readiness to administer the homelessness response contracts and programs was included in the Plan. In addition to noting progress towards addressing DCHS's audit recommendations and history administering these same contracts in the past, the Plan provides a headcount projection. HCD anticipates hiring 10 full-time equivalent employees (FTEs) with an ongoing cost of $4 million per biennium. A review of revenue source is ongoing and funding to support the positions will be identified in the mid-biennial omnibus. To support the hiring process, a term-limited temporary (TLT) position, a human resource analyst, has already been hired and is not included in the ongoing cost estimate. The Plan notes that three FTE positions are expected to start in September and the other seven will be staggered through December 2026. HCD anticipates existing positions will also support the transition efforts and have increased workloads.
Financial Risks.
 The Plan notes that the extension of providers' 2026 contracts through 2027 is intended to prevent disruption of homelessness services; however, risks related to administrative errors and increased administrative funding are identified. According to Executive staff, there is limited financial risk to extending providers' contracts through 2027 with regard to county funding since the funding is from federal or state sources for homelessness emergency response, most of which are available through 2027. It was also noted that contract language notes that the contracts are contingent on continued funding availability.
Interested Party Engagement. 
Executive staff noted that in addition to collaboration between King County and the City of Seattle to develop the KCRHA Contract Transition Plan, the Executive's Office and the Mayor's Office shared information and obtained feedback from the Seattle/King County Coalition on Homelessness, KCRHA leadership, KCRHA Governing Board members, and labor unions representing KCRHA employees and homeless service provider employees.
The Plan outlines a plan to facilitate Regional Reset Conversations with providers, labor and business, philanthropic representatives, individuals with lived experience, and advocacy organizations. These convenings are expected to take place in 2026 through the first quarter of 2027 and are planned to discuss the future of regional homeless service delivery. 
Responses to Motion 16970.
 The proposed motion includes Attachment B, a table with each of the requested components from Motion 16970 and a response from the Executive. Many of the responses are contingent on the Regional Reset Conversations, outlined in the Contract Transition Plan.
[bookmark: Key_Issue_A]Key Issue A. Compliance with Motion 16970. 
 Attachment B to the proposed motion appears to acknowledge each of the items requested by Motion 16970, but the information provided does not appear to fully address requirements of the motion. According to Attachment B, the following items will continue to be developed based on the Regional Reset Conversations: 
· A decision framework including criteria for evaluation; 
· Service delivery and system performance metrics;
· Risks and tradeoffs;
· A long-term timeline; and 
· Other considerations the Council should take into account.
Executive staff noted that it is likely a report will be developed to capture the results of the Regional Reset Conversations, which would be shared with the Council. It is a policy choice whether to accept the Contract Transition Plan and Responses to Motion 16970 or to amend the proposed motion to request another transmittal.
INVITED
Hyeok Kim, Chief Operating Officer, Office of the Executive
Aaron Rubart, Chief Budget Officer, King County Executive’s Office
Jelani Jackson, Division Director, Housing and Community Development Division, Department of Community and Human Services
Wendy Soo Hoo, Special Adviser to the Chief Operating Officer, King County Executive’s Office
[bookmark: _ATTACHMENTS]ATTACHMENTS
Proposed Motion 2026-0207 (and its attachments)
Transmittal Letter
KCRHA and Funder Correspondence and Updates
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