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CITY OF SEATTLE HUMAN SERVICES DEPARTMENT

Executive Summary
May 29, 2026

Engagement Background and Purpose

Clark Nuber P.S. was engaged by the City of Seattle (the “City”), in coordination with the King County (the
“County”), to assess the Corrective Action Plan ("CAP") submitted by the King County Regional Homelessness
Authority ("KCRHA") on May 22, 2026. The CAP was submitted in response to the forensic evaluation conducted
by Clark Nuber, dated April 17, 2026, and required by the joint directive letter issued by the Seattle Mayor and King
County Executive on April 22, 2026.

The purpose of this CAP assessment is to support funder and stakeholder decision-making regarding KCRHA.
This assessment is a tool for discussion and should not be interpreted as a recommendation about any specific
funding or governance decision. Decisions about the future relationship between funders and KCRHA
appropriately rest with the City and County.

CAP Summary Scorecard

The following scorecard is a high-level assessment of the CAP across key dimensions. Detailed analysis
supporting each rating is provided in the body of this report.

CAP Assessment Dimension Rating____|KeyConcern |
Accepts findings but repeatedly attributes systemic failures to
KCRHA Understanding of Issues PARTIAL external complexity and shared operating model rather than

internal management choices.

All seven forensic finding areas addressed; however, three
Completeness PARTIAL funder governance directives are entirely absent (hiring freeze,
spending freeze, agreement pause).

Every milestone is conditionally qualified by capacity caveats.
No milestone is stated as an unconditional commitment.
Multiple workstreams require external support not yet
procured.

Achievability AT RISK

Finance Committee is established. However, no permanent
CFO is named or hired, no timeline for the CFO role exists,
and leadership assignments use titles rather than individual
names.

Dashboard and reporting cadence are described but not yet
Measurability PARTIAL operational. No quantitative improvement targets are
established for any finding.

KCIP interest ($1.27M) growing with no funding source. $6.4M
unapproved programmatic overspend entirely absent from the
CAP. COSO framework deferred 9 - 18 months despite being
legally required.

Documented history of prior commitment failures.
'Implemented/Continuing' language used for highest-risk areas
without verifiable evidence of completion. Internal capacity
acknowledged as insufficient.

Accountability PARTIAL

Risk Profile HIGH

Funder Confidence UNCERTAIN
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Top Five CAP Risk Areas for Continued Exposure

COSO Framework: Ongoing Federal Compliance Risk

The absence of a documented and functioning internal control framework, such as COSQ, is a violation of Uniform
Guidance 2 CFR Part 200. An internal control framework is not an aspirational best practice, it is a compliance
requirement for organizations administering federal awards. The CAP defers COSO implementation to Phase 3

(9 -18 months) without describing any interim compensating framework. This means KCRHA will be administering
significant public funds, including federal awards, without the required control structure throughout the period that
is supposed to represent its most intensive corrective action effort.

$6.4M Programmatic Overspend: Not Addressed in CAP/No Plan

The $6.4 million programmatic overspend, representing expenditures that exceeded approved budgets and were
incurred without required approval, receives no corrective action, acknowledgment, or resolution plan in the CAP's
work plan. The forensic report specifically referenced this finding. The funder letter that required the CAP also
explicitly referenced this finding. Its absence from the corrective action structure is unexplained in the CAP.

KCIP Interest: Growing Unrecoverable Obligation

Interest costs associated with the negative KCIP balance totaled $1.27 million as of July 31, 2025, and continue to
accrue. The forensic report characterized these as unrecoverable, meaning there is no identified funding source to
pay them. The CAP acknowledges this but proposes only an options analysis memo at 60 - 90 days. Every month
this issue is unresolved, the unrecoverable exposure grows. The absence of a binding resolution plan is not
appropriate given the materiality and ongoing nature of the exposure.

Historical Records: Pre-2024 Traceability and Documentation Gap

The forensic evaluation found that accounting records prior to late 2024 were largely untraceable at the
transaction level. The CAP acknowledges this but does not define the scope, cost, or timeline for the historical
reconstruction work that would be required to fully resolve the receivables finding, the advance fund
reconciliation, or the contributed funds traceability gaps. This is not a matter of future controls; it is the
foundation on which all other financial transparency depends.

Controls: Employee Reimbursement, Gift Cards, and P-Cards

The CAP reports that controls in these key areas have been or are being strengthened. The concern is the
pervasive use of potential hedge language throughout: "has begun," "has initiated," and "will include" appear
across the CAP's treatment of this area. The first independent sample test under the newly implemented controls
is not scheduled until 60 to 90 days following CAP submission, meaning that no evidence of actual control
effectiveness will exist for approximately three months. There is also an absence of defined accountability and
repercussions related to internal control failures. Additionally, the CAP provides no baseline description of the
prior state. For example, how employee reimbursements, gift cards, and P-Cards were managed before these new
controls were implemented. This makes it difficult to assess the magnitude of the improvement or any residual
exposure from the historical period.
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Overall CAP Professional Assessment

The KCRHA CAP, as submitted on May 22, 2026, is a substantive planning document that demonstrates
engagement with the forensic evaluation findings. However, in our professional assessment, the plan as written
does not yet provide sufficient assurance that the conditions identified in the forensic evaluation have been
corrected or will be corrected within the proposed timeframes, nor does it fully satisfy the requirements of the
April 22,2026, funder directive. The plan presents material implementation risk and leaves several of the most
significant financial and compliance exposures without binding resolution commitments.

This assessment does not conclude that KCRHA's corrective efforts are insincere or that the organization cannot
improve. It concludes that the plan as written - prior to independent verification, prior to CFO hiring, prior to
external stabilization engagement, and with three of the four funder governance directives unaddressed - does not
yet provide the objective basis funders require to have confidence in the adequacy of financial controls over public
funds.
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Engagement Background

Clark Nuber P.S. was engaged by the City of Seattle (the "City"), in collaboration with King County (the "County"), to
perform an assessment of the Corrective Action Plan (“CAP”) submitted by the King County Regional
Homelessness Authority on May 22, 2026. The CAP was created in response to the forensic evaluation conducted
by Clark Nuber, dated April 17, 2026, and required by the joint directive letter issued by the City of Seattle Mayor
and King County Executive on April 22, 2026.

KCRHA is a governmental entity formed in December 2019 through an Interlocal Agreement between the City and
the County. It became operationally active in mid-2021, with a mission to coordinate the regional homelessness
response across King County. From inception through July 31, 2025, KCRHA received a total of $533.9 million in
funding from all sources, the majority of which was provided by the City and County.

Purpose and Scope

The purpose of this assessment is to provide an analysis of the CAP to assist funders and other stakeholders in
their decision-making process regarding KCRHA. The assessment addresses the following dimensions:

- April 22" Directive Letter vs. CAP Coverage: Evaluation of KCRHA's response in the CAP to the specific
requirements and recommendations contained in the April 22, 2026, joint directive letter.

- Forensic Findings vs. CAP Coverage: Assessment of whether the CAP addresses the findings noted in
the Clark Nuber Forensic Evaluation.

- Timeline and Feasibility: Evaluation of whether proposed timelines are achievable given KCRHA's
documented capacity constraints.

- Red Flags and Relative Strengths: Identification of red flags and relative strengths identified in the CAP.

- Key Financial Exposure: Summary of outstanding financial exposure and the CAP's treatment of each
area.

In addition, the assessment includes a discussion of funder and stakeholder confidence considerations and
recommended next steps.

Disclosures and Limitations

This engagement did not constitute an audit and was not designed to provide assurance over the accuracy of
KCRHA's financial statements. This report is intended solely for the internal use of the City of Seattle, King County,
and their authorized designees.

Our work relied solely on the CAP submitted by KCRHA on May 22, 2026, the April 22, 2026 joint directive letter,
and the Clark Nuber Forensic Evaluation dated April 17, 2026. It did not include any independent verification of
claims made in the CAP, additional inquiry or interviews, or procedures beyond the review of submitted
documentation.

Our analysis is not intended to provide opinions or determinations regarding the future of KCRHA as an
organization. Information provided herein is a professional assessment for funders and stakeholders to use in
making independent judgments.
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SECTION 1: DIRECTIVE LETTER VS CAP COVERAGE

The table below assesses KCRHA's response to the specific requirements and recommendations contained in the
April 22,2026, joint directive letter. The letter established two mandatory response deadlines, identified four high-
risk findings requiring immediate action, and included four recommendations directed to the KCRHA Governing

Board.

| What Was Required What KCRHA Provided | KeyGap | Staws |

Strategy with timeline to address KCIP interest
1 ($1.26M), $8M receivable, $4.26M admin
overspend. Required by May 8.

Details of immediate action on employee
reimbursement approvals. Required by May 8.

Details of immediate action on gift card
approvals and distribution logs. Required by
May 8.

Details of immediate action on segregation of
duties and accounting permissions. Required by
May 8.

Details of immediate action on P-card
authorization, card sharing prohibition, receipt
controls. Required by May 8.

Written CAP addressing all remaining findings
with timelines. Required by May 23.

Governing Board recommendation to establish
financial oversight committee, biweekly
meetings, monthly Board reporting.

Governing Board recommendation to implement
immediate hiring freeze with documented
exception process.

Governing Board recommendation to freeze on
discretionary spending until released by the
Board. Recommendation.

Governing Board recommendation to pause any
new agreements increasing costs or liability.
Recommendation.

10

Acknowledged all three. Proposes
reconciliation schedule (30 days), options
analysis (60—-90 days). Notes $1.5M in offsets
against admin overspend.

States pre-approval via Halo system effective
April 28; Controller conducting 100%
retroactive review through Dec 31, 2025.

States controls 'have been strengthened' -
secured storage, Halo workflow, distribution
logs implemented.

NetSuite permissions review 'initiated’;
maker/checker controls 'implemented'; SOD
matrix being updated.

5 of 7 cards deactivated; Halo pre-approval
required; cardholder review is 30-day
deliverable.

157-page CAP submitted May 22, 2026. All
forensic finding areas addressed thematically,
although certain sub-findings not addressed
(e.g., $1.3M discrepancy between the
financial audit and internal financials.

Finance Committee established April 23,
2026. Two meetings held. Biweekly cadence
described. Monthly Board reporting described.

Not mentioned anywhere in the 157-page
CAP.

CAP mentions 'discretionary spending
restrictions' twice as a management control
measure.

Not mentioned in the 157-page CAP.

$6.4M programmatic overspend absent. KCIP
interest has no funding source. Deliverables are
analytical, not binding resolutions.

PARTIAL

Future-tense language throughout (e.g., 'will
include,' 'has begun'). First independent sample
review not until 60 - 90 days post-CAP.

PARTIAL

No baseline/current-state comparison. No
evidence of completed implementation beyond
assertion.

PARTIAL

Permissions matrix is a 30-day deliverable,
meaning the documentation does not yet exist.
Staffing limits acknowledged as permanent
constraint.

PARTIAL

P-card policy in draft since 2021, and not
confirmed as finalized. Policy finalization is a
forward-looking deliverable.

PARTIAL

Thematic bundling may obscure individual finding
gaps. No quantitative improvement targets.
Substantive remediation deferred to Phases 2 - 3.

SUBSTANTIALLY MET

Only two meetings held at submission. No
independent verification mechanism.
Effectiveness to be demonstrated.

SUBSTANTIALLY MET

Complete omission. CAP proposes adding
finance staff and external support, directly
conflicting with this recommendation. No
explanation offered.

NOT ADDRESSED

Management restrictions not the same as a Board
governed freeze. The Board-release mechanism,
which is the governance feature, is absent.

NOT MET

CAP proposes new expenditure-creating
activities: external stabilization support, staffing
additions, consulting. No acknowledgment.

NOT ADDRESSED

Of the ten discrete requirements and recommendations in the April 22 directive letter, two were met or
substantially met (the May 23 CAP submission and establishment of the Finance Committee), and eight were not
fully addressed. All five of the May 8 high-risk required responses were only partially met, and three of the four
Governing Board recommendations were not addressed at all in the CAP.
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SECTION 2: FORENSIC FINDINGS VS CAP COVERAGE

The following table maps each of the forensic finding areas to the CAP's corresponding responses, proposed
corrective actions, and overall consideration of response adequacy.

1 Negative KCIP Cash Position ($44.7M)

2 Invoicing Delays and Errors

Advance Fund Reconciliation - None in

3 Place
4 Unr $8M
5 Cost Allocation - No Documented

Methodology

6  NetSuite Not Configured for Reporting

7 Disbursement Authorization Exceptions

rensic Findings vs. CAP Coverage

n Forensic Finding Area Finding Severity / Key Data CAP Response CAP Action Description

Structural cash deficit reaching
($44.7M) by Jul 2025. Interest
$1.27M unrecoverable and
growing. Structural - not event-
driven.

Accept/Validate;
Shared Op-Model

86% of sampled invoices failed
to reconcile; 100% lacked
required Contract Payment
Authorization Form; delays up to
16 months; 57.7% of County
invoices late.

Accept / In-Process

No routine reconciliation linking
expenditures to advances.
$226.9M in advances 2021 -
2025. Unearned Revenue
account showed ($475,858)
negative liability.

Accept / In-Process

Management unable to explain
or reconcile; forensic report
identifies potential write-off
needed. Part of $49.8M total
AR.

Accept / Validate

$36.6M in reallocations without
agreement-linked schedules. No
consistently applied allocation
framework. Retrospective
allocations predominated.

Accept / Validate

No system-generated budget-to-
actual reports; 2024 internal vs.
audited financials differed by
$1.3M; 2024 period close
consisted of 86% JEs; manual
Excel workbooks used.

Accept

79% of sampled disbursements
approved by wrong/unexpected
individual; 25% lacked any
authorization; 54% could not be
tied to contract/program.

Accept

Refine KCIP/cash-flow reconciliation schedule; analyze

interest; evaluate working-capital options; coordinate with

funders on reimbursement model.

Invoice rejection tracker (60-day); workflow redesign; root-

cause analysis; reduce rejection/resubmission rates.

Advance inventory (30-day); monthly roll-forward (60-90
day); reconcile to expenditures; formalize documentation

standards.

Initial AR categorization by funder/invoice/period/recovery
status (30-day); recovery/rebilling/write-off recommendations

(60-90 day).

Develop cost-allocation framework linked to agreement

terms (60 - 90 day); reduce retroactive reallocations; require

transaction-level coding.

NetSuite/COA/cost-center assessment (60-day); close

checklist update (30-day); standard reporting package (30-

day). Reconfiguration in Phase 2.

Permissions matrix (30-day); identify incompatible access;
document approval workflows; compensating controls where

staffing prevents ideal SOD.

Specificity Rating (e
Concrete? Measu

le’

MODERATE - deliverables
named but resolution
depends on funder
agreement not within
KCRHA's sole control.

MODERATE - tracker and
redesign are named; no
quantitative targets (e.g.,
reduce error rate from 86% to
X%).

MODERATE - roll-forward is
concrete; pre-2024
reconstruction scope not
defined; depends on external
support.

MODERATE - categorization
may be achievable in 30
days; actual resolution will
require funder records and
extended timeline.

MODERATE - framework is a
deliverable but
implementation of transaction-
level coding is a major
operational change with no
capacity plan.

MODERATE - 30-day
deliverables are primarily
documents; Standard
reporting package requires
system configuration first;
actual system reconfiguration
deferred 3-9 months with no
cost or staffing plan.

MODERATE - matrix
identifies the problem; actual
permission changes and
compensating controls not
specified; staffing limits
acknowledged as permanent
constraint.

Overall
Reasonableness

PARTIAL
PARTIAL
PARTIAL
PARTIAL

PARTIAL

PARTIAL

PARTIAL



CITY OF SEATTLE HUMAN SERVICES DEPARTMENT

CAP Assessment

May 29, 2026

SECTION 2: FORENSIC FINDINGS VS CAP COVERAGE (Continued)

RHA CAP - Forensic

dings vs. CAP Coverage

$36.7K in bulk MasterCard
purchases; incomplete

Implemented /

Strengthen gift card logs; reconcile purchases, distribution,

WEAK -
"Implemented/Continuing"
response not supported by

= T S . " o Specificity Rating (e.g., Overall
n Forensic Finding Area Finding Severity / Key Data CAP Response CAP Action Description Concrete? Measurable?) RS

8  Gift Card Controls distribution tracking; no clear P i . n H " . L WEAK
" Continuing and inventory; require supervisory review. evidence. No description of
end-to-end pathway for gift card 3
current state vs. improved
use.
state.
Unu_sual 1ransa_ct|0ns: cro . WEAK - first sample review
lodging $9,019; CPO relocation
. - . . . . under strengthened controls
Employee Reimbursements - Unusual $13,440. Sampled Implemented / Finalize reimbursement policies; require pre-approval; "
9 ) . - N L o . not until 60-90 days. No WEAK
and Unauthorized reimbursements lacked Continuing centralize documentation; conduct periodic sample reviews. f
A confirmed completion of
authorization and olicy updates
documentation. policy up! :
No documented full month-end ST = G
close: 86% of 2024 journal Updated close checklist (30-day); standard financial achievable in 30 days;
10 No Monthly Close Process L o I N Accept reporting package (30-day); formalize reconciliation behavioral shift to routine (not PARTIAL
entries at closing periods; heavy . s
. N . cadence. reactive) close is cultural and
reliance on corrective entries.
not addressed.
WEAK - COSO based risk
assessment should occur
No documented internal control prior to internal control
framework. Required under development; Assessment
1 No COSO Framework (Required by Uniform Guidance 2 CFR Part Accept COSO-based risk assessment; design and implement full deferred to Phase 3 (9-18 WEAK
Uniform Guidance 2 CFR Part 200) 200. Significant exceptions in P internal control set; establish risk management program. months). No interim
design and execution noted compliance framework
throughout. described. Uniform Guidance
requirement does not pause
during remediation.
MODERATE - Finance
n A A s Fln.anm.al Gt Finance Committee established April 23 (already done); Con_’l.mlttee .|s & GBI
12 Governance - No Financial Oversight Committee; CFO not on org P oD GNP Gaifeeeneh e e CEe R S mEie positive action already taken. PARTIAL
Committee / CFO Undefined chart; CEO largely absent from P " ' b 9 " CFO hiring and CEO
5 N " clarify executive owners. .
bi-weekly project meetings. engagement expectations
remain vague.
Many P&P not updated from MODERATE - tracker is a 60-
;s original 2021 versions; some in Policy update tracker (60-day); map to COSO and 2 CFR day deliverable; actual policy
13 P?"c'es and Procedures - Outdated draft form; P-card policy in draft 'Accept Part 200; update policies to reflect current operations, roles, updates are spread across PARTIAL
Since 2021 ; . N ! ”
for 5 years; operational reality and risks. Phases 1-3 with no specific
did not align with policies. policy-level target dates.
No real-time integration of IGIDIEIRAE = ATy
budget tracking with cash TSI R
Budget Monitoring - No Real-Time osition: $4.26M admin Validate admin overspend (30-day); strengthen monthly substantive if implemented,
14 9 9 p A Accept / Validate budget-to-actual; establish variance escalation thresholds;  but does not include how. PARTIAL

Oversight

overspend; $6.4M unapproved
programmatic overspend in
2025.

admin sustainability analysis (90-day).

$6.4M programmatic
overspend has no specific
remediation plan in the CAP.

None of the responses to the forensic finding areas received an overall Adequate or Strong rating. The four areas
rated Weak, including P-Card Controls, Gift Card Controls, Employee Reimbursements, and the COSO Framework,
represent the highest-risk items from a fraud, waste, abuse, and federal compliance perspective. The two finding
areas not substantively addressed are the $6.4 million programmatic overspend and the absence of a COSO-
compliant internal control framework during the remediation period.
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SECTION 3: CAP TIMELINE AND FEASIBILITY ASSESSMENT

The forensic evaluation identified a complex, multi-year accumulation of financial management issues requiring a
staged remediation approach. The CAP's three-phase structure: Phase 1 (0 - 90 days), Phase 2 (3 - 9 months), and
Phase 3 (9 - 18 months), reflects a logical sequencing of this work. However, the feasibility of individual
milestones varies significantly based on dependency levels (how much each milestone depends on others being
completed first), internal capacity, and the availability of external stabilization support.

KCRHA CAP - Timeline and Feasibility Assessment by Workstream

CAP Target Dependency Internal Ext. Support Timeline .
m Capacity Required? FeaSibimy ey Riskeer coneern

CAP Dashboard /
Governance 30 days (Jun 22) Low Adequate No Achievable
Formalization

Straightforward formalization task. Finance
Committee already meeting. Low execution risk.

Initial AR Pre-2024 records acknowledged as insufficient
Categorization - $8M 30 days (Jun 22) High Strained Likely At Risk for transaction-level tracing. Funder cooperation
Finding and specialized accounting expertise required.
KCIP/Cash-Flow Requires validated reimbursement timing data,

funder payment schedules, and agreement on
interest treatment - none of which are solely
within KCRHA's control.

Reconciliation 30 days (Jun 22) High Strained Likely At Risk
Schedule

Advances recorded inconsistently across
multiple GL accounts across 4+ years. Pre-2024
reconstruction acknowledged as significant
work.

Fund Advance
Inventory and Roll- 30 days (Jun 22) High Strained Yes At Risk
Forward

$1.5M offsets already applied; remaining
30 days (Jun 22) Medium Adequate Possibly Achievable exposure validation is primary deliverable.
Achievable within current capacity.

Admin Overspend
Validation and Forecast

P-Card  Gift Card VerTieaon (r ample evion) 3 ot unt
Reimbursement 30 days (Jun 22) Low Adequate No Conditional ) p. N 9 .
60-90 days. Achievability of policy compliance
Controls N
depends on staff behavior.
Matrix identification is achievable; actual
Permissions Matrix and . . " . permission changes and compensating controls
SOD Review SRR Em22) Rediy Sisied Reeslily Cenditenal require system-admin support and staffing clarity
not yet defined.
Monthly Close Document-level deliverable achievable in 30
Checklist / Reporting 30 days (Jun 22) Low Adequate No Achievable days. Sustained behavioral close discipline is
Package the harder longer-term challenge.
Invoice Rejection / Requires coordination between finance and
Delay Tracking 60 days (Jul 22) Medium Strained Possibly Conditional program teams; root-cause redesign of invoicing
Mechanism workflows is deferred to Phase 2.
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SECTION 3: CAP TIMELINE AND FEASIBILITY ASSESSMENT (Continued)

KCRHA CAP - Timeline and Feasibility Assessment by Workstream

CAP Target Dependency Internal Ext. Support Timeline .
m CEly LTI el Key Fiskor Goneern

Contributed Funds

YT G 60 - 90 days High Insufficient Yes
Workmg-CapﬂaI_I Keip 60 - 90 days High Insufficient Yes
Interest Resolution

K CSOknt=maliconticl Phase 3 (9—18 mo) Low Insufficient Yes
Framework

Policy a.nd !’rocedure Phases 1-3 Low Strained Possibly
Modernization

C.FO iy Permarjent Phase 2-3 High Insufficient N/A
Finance Leadership

$6.4M Programmatic Not in CAP High Insufficient N/A

Overspend Resolution

*Dependency Level Key:

Low: Workstream can proceed largely independently

Medium: Some coordination needed; partial reliance on another Workstrean or resource
High: Cannot meaningfully progress until another workstream or external factor is resolved

Analysis of 30-Day Deliverables (by June 22, 2026)

Likely Achievable

At Risk

At Risk

Deferred

Conditional

Unclear

Not Addressed

Requires pre-2024 records reconstruction and
funder documentation. Scope and timeline for
historical work not defined.

Resolution requires City/County agreement on
funding model. KCRHA cannot resolve
unilaterally. Growing exposure with no identified
funding source.

REQUIRED under Uniform Guidance 2 CFR
Part 200. 18-month deferral leaves KCRHA non-
compliant during its most intensive remediation
period. No interim framework described.

No specific policy-level completion dates. P&P
modernization is described as ongoing across all
three phases without a discrete completion
milestone.

No permanent CFO on org chart. No hire
timeline, qualifications, or interim accountability
structure described. Multiple critical finding
areas trace to this gap.

Identified in City's Feb 2026 letter and
referenced in forensic report. No corrective
action, resolution plan, or even acknowledgment
in the CAP's workplan.

- CAP Implementation Dashboard: Straightforward formalization task; Finance Committee already

meeting; low execution risk.

- Administrative Overspend Validation and Forecast Update: $1.5M in offsets reported as already applied;
remaining validation is likely within current internal capacity, with the caveat that records prior to 2024

may need additional time and support to unwind.

- Monthly Close Checklist: A document-level deliverable achievable within 30 days.

These deliverables are primarily documentation and governance formalization tasks within KCRHA's

acknowledged internal capacity.
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SECTION 3: CAP TIMELINE AND FEASIBILITY ASSESSMENT (Continued)
Likely at Risk

- Initial Accounts Receivable Categorization ($8M Finding): Pre-2024 accounting records were identified
by the forensic evaluation as insufficient for routine transaction-level tracing. Completion within 30 days
will require unwinding complex journal entries, funder records, specialized accounting expertise, and
likely external support not yet procured.

- KCIP / Cash-Flow Reconciliation Schedule: Requires validated reimbursement timing data and funder
payment schedules, information that is not solely within KCRHA's control.

- Fund Advance Inventory and Roll-Forward: Advances were recorded inconsistently across multiple
general ledger accounts over four-plus years. Pre-2024 reconstruction involves work that the evaluation
characterized as significant, with scope not yet defined.

All three at-risk deliverables will likely require external support not yet procured and depend on funder
coordination. If external stabilization support is not engaged within the first 30 days, these milestones are at risk
of slipping past stated deadlines, with downstream effects on Phase 2 and 3 activities.

Conditional

- Permissions Matrix and Segregation of Duties (“SOD”) Review: Identifying the current permissions
structure is achievable; implementing actual permission changes and defining compensating controls
require system-administrator support and role-definition clarity not yet in place.

- P-Card, Gift Card, and Reimbursement Controls Verification: Designated as 'Implemented / Continuing'
in the CAP, but the first independent sample review under the new controls is not scheduled until 60 - 90
days. Verification depends on staff behavioral compliance.

Analysis of 60-Day Deliverables (by July 22, 2026)

The 60-day deliverables include the invoice rejection and delay tracking mechanism, the NetSuite/COA/cost-
center assessment, and the contributed funds documentation review. The assessments themselves are feasible
within 60 days. However, a critical distinction must be noted. The 60-day deliverables are assessments of
problems, not solutions to them. The operationally significant work - actual invoice workflow redesign, system
reconfiguration, and contributed funds reconstruction - is deferred to Phase 2 (3 - 9 months), with no cost
estimate, staffing plan, or confirmed funding source.

Analysis of 90-Day and Phase 2 - 3 Deliverables

Working capital and KCIP interest resolution options are 60 - 90 day deliverables. However, resolution itself, as
distinct from an options memo, may require City and County agreement on the funding model. KCRHA cannot
resolve these obligations unilaterally. Without funder agreement, the options memo may produce no binding
outcome, and the interest obligation will continue to grow.

The COSO internal control framework is deferred to Phase 3 (9 - 18 months). This is the most significant
feasibility concern in the entire CAP. Uniform Guidance 2 CFR Part 200 compliance does not pause during an
organization's remediation period. KCRHA will continue administering federal funds without the required
compliance framework for up to 18 months under this schedule. No interim compensating control framework is
described.

-10 -
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SECTION 3: CAP TIMELINE AND FEASIBILITY ASSESSMENT (Continued)

Analysis of 90-Day and Phase 2 - 3 Deliverables (Continued)

The permanent CFO hire is described as a Phase 2 - 3 initiative, with no timeline, stated qualifications, or interim
accountability structure. Multiple forensic finding areas trace directly to the absence of centralized finance
leadership. KCRHA will begin its most intensive remediation period without this foundational role being filled.

Analysis of Capacity and External Support Dependency

The CAP candidly acknowledges that internal capacity is insufficient to execute the required remediation at the
necessary pace and depth. External stabilization support is described as a 'central component' of the CAP. This is
consistent with the forensic report's own recommendation for external advisory and project management
support.

However, the CAP does not address several critical dependencies associated with this external support:

- Funding source: Who will fund external stabilization support, and at what cost estimate, has not been
identified.

- Procurement timeline: Whether an emergency procurement pathway exists or is necessary has not
been described.

- Contingency planning: What happens to Phase 1 deliverables if external support is not approved or
engaged within 30 - 60 days is not addressed.

- Hiring freeze conflict: If the hiring freeze recommended by funders were implemented, this could
directly conflict with the staffing additions the CAP assumes, which is a tension the CAP does not
acknowledge or reconcile.

Because every milestone in the CAP is qualified with capacity caveats, no deliverable can be considered an
unconditional commitment at this time. This is an honest acknowledgment of organizational reality, but it requires
that funders approach all milestone reporting with appropriate independent verification rather than reliance on
management representations.
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CAP Assessment
May 29, 2026

SECTION 4: RED FLAGS AND RELATIVE STRENGTHS

Red Flags

The following observations represent areas of significant concern in the CAP that, taken individually or together,
warrant specific attention from oversight bodies. These are not accusations of bad faith; they are patterns that,
given the forensic record, require active verification rather than acceptance at face value.

KCRHA CAP - RED FLAGS

e Specific Evidence

Three Funder Recommendations Absent

Evidence

Uniform Guidance Required Controls
Deferred 9-18 Months

Capacity Caveats Pre-Qualifying All
Milestones

No Permanent CFO - No Timeline for Hire

ing Fi
Resolution Plans

Hiring Freeze Conflict With CAP
Assumptions

Hiring freeze, discretionary spending freeze, and agreement pause - all
signed by the Seattle Mayor and KC Executive - are absent from the
157-page CAP.

P-cards (100% exception rate), gift cards, and employee
reimbursements are designated as already improved despite being the
highest-risk areas in the forensic report.

COSO internal control framework is required by 2 CFR Part 200
(Uniform Guidance). Its absence was identified as a compliance
deficiency by the forensic report.

Statements like 'may depend on available staffing capacity' and 'delays
in securing staff may affect pace' appear in the transmittal memo, main
body, and Appendix B.

CFO not on org chart (forensic report finding). CAP proposes rebuilding
finance leadership in Phases 2—3 without timeline, qualifications, or
interim accountability structure.

KCIP interest ($1.27M and growing) and $6.4M programmatic
overspend have no binding resolution plans. Each month of delay
increases the exposure.

CAP proposes adding finance staff and relies on external staffing for
critical workstreams. April 22 letter recommended an immediate hiring
freeze. Neither reconciliation nor explanation is offered.

Supplemental Notes on Specific CAP Red Flags

Hiring freeze' does not appear. CAP mentions 'restrictions,' not a Board-

governed freeze. CAP proposes new expenditure-creating activities
without acknowledgment.

The April 22 letter asked for details of actions 'taken and is taking.' CAP
uses 'has begun,' 'has initiated,' and 'will include' throughout. First
sample review occurs at 60 - 90 days post-CAP.

CAP defers COSO to Phase 3 (9—18 months). No interim compensating
framework described. KCRHA will continue administering $500M+ in
public funds without mandatory controls.

Capacity qualifications appear in at least 5 separate sections. Every
milestone is conditionally qualified. No milestone is stated as a firm
unconditional commitment.

Multiple finding areas trace to absent centralized finance leadership
(e.g., CFO). KCRHA will begin its most intensive remediation period
without the leadership structure identified as foundational.

KCIP interest: 60-90 day deliverable is an options memo. $6.4M
programatic overspend has no mention in CAP workplan. Both are
unrecoverable or contested amounts.

CAP Section IV.3 explicitly discusses adding accounting staff; Appendix
C relies on external staffing for 13+ remediation activities. Hiring freeze
recommendation entirely absent.

Segregation of Duties (SOD) and Accounting System Permissions

HIGH

HIGH

HIGH

HIGH

HIGH

HIGH

MEDIUM

The CAP reports that the NetSuite permissions review has been initiated and that “maker/checker controls” have
been implemented. However, the permissions matrix, which is the documentation that would confirm which roles
have been reconfigured and on what basis, is a 30-day deliverable. This means that the solution has reportedly
been implemented but has not yet been formally documented or verified. More significantly, the CAP
acknowledges staffing constraints as a permanent structural limitation on achieving full segregation of duties,
without specifying a compensating control framework that would adequately address that limitation. This leaves
a critical internal control in an improved but unverified state, with a permanent structural exception that has not
been defined or quantified.
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SECTION 4: RED FLAGS AND RELATIVE STRENGTHS (Continued)

Purchase Card (P-Card) Controls

The CAP confirms the deactivation of five cards and the implementation of Halo-based pre-approval as of April
28, 2026, consistent with the May 8, 2026 response deadline in the joint directive letter. However, the P-Card
policy, which remained in draft form from 2021 through the forensic evaluation period, is not confirmed as
finalized in the CAP. No evidence is provided that the two remaining active cards have been tested under the
new/improved controls. The retroactive transaction review for the period in which the 100% exception rate was
documented remains unaddressed.

Directive Letter: Governing Board Recommendations

The April 22, 2026, directive letter included four recommendations from the Seattle Mayor and King County
Executive directed to the KCRHA Governing Board. Although framed as recommendations, they represent the
funders' stated assessment of the minimum structural changes needed to stabilize the organization. Three of four
were not addressed in the CAP, and one was addressed in a manner that does not meet the governance intent of
the recommendation:

Financial Oversight Committee: Substantially Met.

= A Finance Committee was established on April 23, 2026, with two reported meetings held by the time
of CAP submission and a biweekly meeting cadence described. This is the strongest and most
concrete governance response in the CAP.

- Immediate Hiring Freeze: Not Addressed.

= The term 'hiring freeze' does not appear anywhere in the 157-page CAP. The CAP instead proposes
adding finance and accounting staff and relies on external staffing for multiple critical workstreams.
No acknowledgment of the funder recommendation appears, and no alternative or exception
rationale is offered.

Discretionary Spending Freeze: Not Met.

= The CAP references 'discretionary spending restrictions' twice as a management-level budget control
measure. This is substantively different from the Board-governed freeze recommended by funders,
which was to remain in place until released by the Board. The Board-release governance mechanism,
the design feature that makes this a governance accountability tool rather than a management policy,
is absent.

- Pause on New Agreements: Not Addressed.

= This recommendation does not appear in the CAP. The plan proposes multiple new expenditure-
creating activities, including external stabilization support, staffing additions, and consulting
engagements. None of these are reconciled with this recommendation or addressed through an
exception process.

-13-



CITY OF SEATTLE HUMAN SERVICES DEPARTMENT

CAP Assessment
May 29, 2026

SECTION 4: RED FLAGS AND RELATIVE STRENGTHS (Continued)

Relative Strengths

The following areas represent relative strengths in the CAP that should be acknowledged as evidence of

organizational engagement with the corrective action process.

KCRHA CAP - RELATIVE STRENGTHS

Strength Area WhyltMatters _

Finance Committee Established

Forensic Finding Coverage

Transp.

Capacity A

Detailed Escalation Framework

External Stabilization Support Proposed

Shared Operating Model Framing

Phased Implementation Structure

Established April 23, 2026 - before CAP submission - with two meetings
held. Biweekly cadence and monthly Board reporting described.

Al 7 forensic finding areas addressed in CAP using a thematic
approach. Appendix A provides thematic crosswalk. Some sub-findings
not addressed directly in CAP. No major findings appears omitted.

CAP is candid about internal capacity limits and the need for external
support. Does not claim sufficient internal resources.

Appendix B includes defined escalation triggers, pathways, and
governance levels for all major risk categories.

CAP explicitly recommends external expert support and acknowledges
current internal capacity is insufficient for required remediation.

CAP accurately identifies reimbursement timing, KCIP exposure, and
advance management as issues requiring joint KCRHA/City/County
resolution.

Three-phase roadmap (Phase 1: 0 - 90 days; Phase 2: 3 - 9 months;
Phase 3: 9 - 18 months) provides logical sequencing and prioritization.

-14-

One tangible governance action already taken, consistent with both
forensic recommendation and April 22 letter. Directly addresses a
specific forensic finding.

Demonstrates that KCRHA engaged with the forensic report in full
rather than selectively.

Honest assessment may prevent false confidence and also may create
a basis for realistic planning and accountability when timelines slip.

Provides a mechanism for oversight bodies to identify implementation
failures before they compound. Framework value depends on Finance
Committee's willingness to use it.

Consistent with forensic report recommendation. Self-aware about
organizational limits. Protects against over-reliance on strained internal
staff.

Factually accurate. Sets stage for productive intergovernmental
dialogue. Consistent with forensic report structural observations.

Allows focus on immediate stabilization before longer-term
modernization. Consistent with forensic report recommendation for a
staged approach.

HIGH

MEDIUM

MEDIUM

MEDIUM

MEDIUM

MEDIUM

MEDIUM
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SECTION 5: KEY FINANCIAL EXPOSURE AND CAP STATUS

The following table summarizes the key financial exposures identified in the forensic evaluation and assesses
each exposure's status in the CAP, including the resolution confidence based on the plan as written.

KCRHA CAP - Key Financial Exposure and CAP Status

Resolution
“ Amount ($) oA St

Acknowledged; resolution requires shared operating-model

agreement with City/County. Interest liability still growing. LoV

Negative KCIP Cash Balance (July 31, 2025) (44,700,000)

Acknowledged; AR categorization is a 30-day deliverable. Collection,
Total Accounts Receivable (July 31, 2025) 49,800,000 |rebilling, or write-off recommendations 60 - 90 days. May require LOW-MEDIUM
significant unwinding of accounting records to determine accuracy.

Acknowledged; initial categorization 30 days. Full resolution depends
Unreconcilable Receivable Balance 8,000,000 on funder records and historical documentation. May require LOW
significant unwinding of accounting records to determine accuracy.

Acknowledged; analysis and options-memo 60 - 90 days. No funding

Accrued KCIP Interest - Unrecoverable and Growing 1,270,000 . o LOwW
source identified for payment.

Administrative Cash Deficit (Overspend) 4,260,000 $1 .§M offsets clalmed. Bemalmngl validation and forecast are 30-day MEDIUM
deliverables. Sustainability analysis 90 days.

. No corrective action or resolution plan in CAP workplan.

Unapproved Programmatic Overspend (2025) 6,400,000 Acknowledged in forensic report but not remediated. PONE

Robert Half Contracted Staff Costs Through Jun 2025 2,960,000 /\Cknowledged as driver of admin cost pressure. CAP proposes MEDIUM
evaluating long-term staffing model in Phases 2-3.

Total Advance Funds Received (2021 - Jul 2025) 226,900,000 Advance inventory and roll-forward: 30-day deliverable. Full historical LOW-MEDIUM

reconciliation: scope and timeline not defined.

Key Observations on Financial Exposure

Combined Exposure Overview

The total quantifiable financial exposure identified across the forensic evaluation and CAP includes: the negative
KCIP cash balance ($44.7M), total accounts receivable of uncertain collectability (§49.8M, including the $8M
unreconcilable balance), administrative overspend ($4.26M), unrecoverable and growing KCIP interest ($1.27M
and accruing), and the unaddressed programmatic overspend ($6.4M). These are not all independent exposures.
Some will offset others through the reimbursement process, but together they represent the scale of financial risk
that the CAP is expected to address.

The $6.4M Programmatic Overspend

The $6.4 million programmatic overspend is the most significant omission in the CAP. This amount, representing
expenditures that exceeded approved budgets and were incurred without required authorization, was
communicated to KCRHA in a letter from the City dated February 13, 2026. It was also identified in the forensic
evaluation and explicitly referenced in the April 22, 2026, directive letter. Its absence from the CAP's corrective
action workplan, with no explanation, no recovery analysis, and no process-change commitment, is inconsistent
with the comprehensive nature claimed for the plan and inconsistent with the directives from funders.
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SECTION 5: KEY FINANCIAL EXPOSURE AND CAP STATUS (Continued)

KCIP Interest and the Growing Obligation

KCIP interest represents an unrecoverable obligation that grows every day it goes unresolved. The forensic
evaluation found that KCRHA had not presented any planning documentation related to controlling interest costs
or establishing a payment plan. The CAP proposes an options analysis at 60—90 days. Without a binding
resolution mechanism, which requires City and County agreement on the applicable funding model, the options
memo may not result in a concrete resolution, and the exposure will continue to grow.

Accounts Receivable and Advance Fund Reconciliation

The $49.8 million total accounts receivable balance, including the $8 million unreconcilable component,
represents amounts that are expected to be converted to cash through the invoicing and reimbursement process.
The quality and collectability of this balance are central to understanding KCRHA's actual liquidity position. The
CAP's 30-day AR categorization deliverable is an important first step. However, the timeline for full resolution,
including any necessary write-offs or historical reconstruction, is not defined, and the pre-2024 records
traceability gap significantly complicates this work.

SECTION 6: FUNDER CONFIDENCE CONSIDERATIONS

Assessing funder confidence in a corrective action plan requires evaluating an organization's credibility based on
a pattern of evidence, not only the substance of individual claims. Three dimensions are particularly relevant: the
organization's documented history of commitments, specific claims of completed action in the CAP, and the
governance structure's demonstrated capacity for independent oversight.

History of Prior Commitments

The forensic evaluation covered a five-year period (mid-2021 through July 2025). During this period, several
observable patterns are relevant to assessing the credibility of current commitments:

- KCRHA did not provide requested information within expected timeframes during the forensic
engagement, resulting in an almost four-month delay to the engagement.

- Staff described uncertainty about approval authorities and required forms, with one senior leadership
member stating they were unaware of a specific approval form required by documented policy.

- Operational reality did not consistently align with documented policies and procedures across
multiple functional areas.

- The P-card policy remained in draft form for the entirety of the forensic evaluation period (2021~
2025), despite the organization's awareness of this gap. No action was taken to finalize it.

- Many other policies and procedures were not updated from their original 2021 versions, even as the
organization grew significantly in scale and complexity.

These patterns pre-date the current CAP and are relevant context for evaluating the CAP's projections and
commitments. They do not preclude meaningful change, but they do indicate that the gap between stated intent
and operational practice has been a recurring feature of KCRHA's management environment. Funders should
weigh this history in evaluating the CAP's assertions about implemented or in-progress controls.
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SECTION 6: FUNDER CONFIDENCE CONSIDERATIONS (Continued)

Implemented/Continuing’ Claims Without Supporting Evidence

The CAP designates three forensic finding areas as 'Implemented / Continuing'’: P-cards (100% exception rate in
forensic testing), gift cards (incomplete end-to-end tracking), and employee reimbursements (reimbursements
paid without required authorization). The April 22 directive funder letter specifically requested details of actions
"taken and is taking" in each of these areas.

The designation of 'Implemented / Continuing' is inconsistent with the following elements of the CAP's own
workplan:

- The first sample review under strengthened controls for employee reimbursements is scheduled at 60 -
90 days post-CAP submission, not before submission.

- The cardholder and P-card controls review is a 30-day deliverable, indicating the review had not been
completed at the time of CAP submission.

- The gift card inventory and log review is also a 30-day deliverable.

If the designated controls had been implemented and were operating effectively, it would be reasonable to expect
that at least one sample review under the new controls would have been completed and documented at the time
of submission. The absence of such evidence, combined with the 100% exception rate documented during
forensic testing, means that the claim of implementation has not yet been independently verifiable. Funders
should treat these items as requiring affirmative verification before characterizing them as resolved.

Governance Capacity for Independent Oversight

The Finance Committee is the primary oversight mechanism described in the CAP. It was reportedly established
on April 23, 2026, approximately three weeks before CAP submission, and acknowledged it had met twice as of
submission. The Committee's establishment is a positive step. However, several factors limit the degree to which
it can currently function as an independent oversight check:

- The Finance Committee will need to rely on reports prepared by KCRHA management. The quality and
reliability of those reports depend on the accounting infrastructure that is itself under active
remediation.

- The Committee's authority to require corrective action, set binding milestones, or escalate concerns to
funders independent of management is not described in the CAP.

- The Governing Board, which oversees the Finance Committee, has not yet demonstrated a sustained
pattern of active financial oversight consistent with the severity of the findings documented in the
forensic evaluation.

Funders should not rely exclusively on KCRHA's self-reported progress. An independent validation mechanism,

such as the external stabilization support that KCRHA itself recommends, is a prerequisite to having confidence
that claimed progress reflects real operational change rather than documented intent.
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SECTION 6: FUNDER CONFIDENCE CONSIDERATIONS (Continued)

Attribution of Financial Challenges to External Factors

A recurring theme in the CAP is attributing KCRHA's financial and operational challenges as substantially driven by
factors outside the organization’s control, most notably the reimbursable funding model administered by the City
and County, delays in funder payment cycles, and the structural complexity of the intergovernmental operating
environment. While these external factors are real and are appropriately acknowledged, the degree to which the
CAP leans on them as explanatory context warrants specific attention from funders evaluating organizational
accountability.

The forensic evaluation was explicit that the cash-flow challenges at KCRHA were “structural rather than event-
driven” and that the conditions developed over multiple years across multiple management periods. However, it
was equally explicit that the root causes included internal factors: the absence of a formal monthly close process,
inconsistent invoice preparation and submission, a lack of real-time cash monitoring, inadequate budget
oversight, and insufficient internal controls. These are organizational management weaknesses, not
consequences of the funding model itself. The CAP’s framing tends to present these issues as inseparable from
external structural conditions, which has the effect of distributing responsibility in a way that may not fully reflect
the internal management decisions and practices that contributed to the situation.

Specific examples of this pattern in the CAP include the following. The CAP characterizes the timing of KCIP
interest accumulation primarily as a consequence of reimbursement delays by funders, without equally prominent
acknowledgment that KCRHA's own invoicing delays, which are documented in the forensic evaluation as
extending up to 16 months for individual billing periods, were a primary driver of those delays. The forensic
evaluation found that over 57% of County invoices and over 26% of City invoices were submitted more than 30
days late, and that 86% of sampled invoices failed to reconcile to expenditure detail. These are internal process
failures that directly caused or compounded the cash-flow conditions the CAP attributes to the funding structure.
Similarly, the CAP attributes the absence of advance fund reconciliation and the resulting traceability gaps as
partly due to the complexity of the intergovernmental model, without equally acknowledging that reconciliation
practices, general ledger configuration, and documentation standards are management responsibilities that
existed independent of the funding source.

For funders evaluating the CAP, this distinction matters for two reasons. First, corrective actions directed at
external factors, such as renegotiating the reimbursement model or modifying funder payment processes, require
intergovernmental agreement and are outside KCRHA's sole control. Corrective actions directed at internal
management practices are within KCRHA's direct authority and should be executable without funder concurrence.
The CAP does not always clearly distinguish between these two categories of action, which makes it more
difficult to assess organizational accountability and to identify which remediation failures, if they occur, rest with
KCRHA versus the broader funding relationship. Second, a CAP that attributes significant causal weight to
external factors implicitly positions those factors as a partial explanation for continued problems if the
remediation falls short. Funders should be alert to this framing when evaluating future milestone reporting.
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SECTION 6: FUNDER CONFIDENCE CONSIDERATIONS (Continued)

Reimbursement Funding Models: Industry Context and Management Expectations

Reimbursable funding models, in which an organization incurs expenses and subsequently invoices a funder for
reimbursement rather than receiving funds in advance, are common across the nonprofit sector, particularly
among organizations administering government contracts, federal grants, and intergovernmental service
agreements. Many large nonprofit and quasi-governmental entities operate under these models successfully,
including community development organizations, federally qualified health centers, Continuums of Care, and
regional planning bodies managing hundreds of millions of dollars in public funds annually. The reimbursable
model is well understood in the sector and does not inherently produce the financial conditions observed at
KCRHA.

Reimbursable funding does present genuine cash-flow management challenges. Because expenses are incurred
before reimbursement is received, organizations operating under this model must maintain sufficient working
capital or access to a line of credit or advance mechanism to bridge the timing gap between expenditure and cash
receipt. Short-term negative cash positions, meaning the organization has temporarily spent funds not yet
reimbursed, are a normal and expected feature of the model. Organizations managing federal awards are routinely
in a temporary negative reimbursement position at any given point in a billing cycle. This is not in itself a sign of
financial distress.

What distinguishes well-managed organizations operating under reimbursable models is the presence of active
cash-flow management practices. These typically include: timely and accurate invoice submission, ideally within
30 days of the close of a billing period; a rolling cash-flow forecast that projects the timing of expected
reimbursements against current obligations; an accounts receivable aging analysis that tracks the status and
expected conversion timeline of all outstanding invoices; defined escalation protocols when cash positions fall
below established thresholds; and a clear understanding of available working capital or advance mechanisms and
their limits. Organizations that manage these practices consistently are able to operate under reimbursable
models without accumulating the magnitude of structural cash deficits observed at KCRHA.

The scale of the negative cash position at KCRHA, reaching ($44.7) million as of July 31, 2025, is not consistent
with the normal operating dynamics of a reimbursable funding model, even a complex one. A negative position of
this magnitude, sustained over an extended period and compounded by approximately $1.27 million in accrued
investment pool interest, reflects a failure of cash-flow management practices rather than the structural
consequences of the funding model itself. The forensic evaluation noted that the cash shortfalls “appeared
structural rather than event-driven,” meaning the deficit grew steadily and consistently over time, which is the
signature of a management process failure rather than an external shock or an inherent feature of reimbursable
funding. An organization managing $533.9 million in total funding over a five-year period, with advance
mechanisms available, should not have accumulated a deficit of this scale if active cash management practices
had been in place.

This context is relevant to the CAP assessment for the following reason: if the reimbursable funding model is the
primary causal explanation for KCRHA's cash-flow challenges, then the appropriate corrective action is a change
to the funding model. If the primary causal explanation is insufficient internal cash management practices, which
is the conclusion supported by the forensic evaluation, then the appropriate corrective action is the
implementation of those practices within the existing funding structure. The CAP’s corrective actions in the cash
management workstream are substantively consistent with the latter interpretation, which is appropriate. Funders
should expect KCRHA to own that framing explicitly, rather than continuing to characterize the funding model as a
primary driver of the deficit, since doing so understates the internal management changes required and may
create unrealistic expectations about what funding-model modifications could achieve on their own.
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SECTION 7: RECOMMENDED NEXT STEPS FOR STAKEHOLDERS

The following recommendations are organized by relative urgency. They are intended to be specific, verifiable, and
grounded in the pattern of evidence documented in both the forensic evaluation and this CAP assessment. They
are not intended as punitive measures but as the conditions for building the evidence base that would support
increased confidence in KCRHA's financial controls over public funds.

Immediate Recommendations (within 30 days)

1.

Require Written Response on the Three Absent Governance Directives. KCRHA should be required to
address the hiring freeze, the Board-governed discretionary spending freeze, and the pause on new
agreements - either by implementing them as directed, providing a written explanation of why they are
being declined or modified, or proposing a specific written alternative that achieves the equivalent
governance accountability objective.

Require Evidence-Based Confirmation of the Four May 8 High-Risk Responses. Management
representations are not sufficient for these items given the forensic record. Confirmation should
consist of completed sample review results, finalized policy documents (not drafts), and a verified
permissions matrix with specific role-level changes documented.

Require a Specific Corrective Action Plan for the $6.4M Programmatic Overspend. This plan should
address whether the funds are recoverable, identify the responsible party and approval gap that
allowed the overspend to occur, and describe the specific process changes that will prevent
recurrence.

Require a Written Description of an Interim Federal Compliance Framework. KCRHA should be
required to describe, in writing, an interim compliance framework that satisfies the requirements of
Uniform Guidance 2 CFR Part 200 pending COSO adoption, or provide a regulatory analysis explaining
why the 9 - 18 month COSO deferral does not create an ongoing federal compliance risk.

Near-Term Oversight Recommendations (30 - 60 Days)

1.

Require Direct Funder Review of Phase 1 Deliverables. KCRHA should present its 30-day milestone
deliverables - including the AR categorization, KCIP/cash-flow schedule, and advance fund inventory
directly to funders for independent review, in addition to the Finance Committee. Funders should not
rely solely on Finance Committee reporting on deliverables prepared by the same management team
producing the remediation.

Engage Independent Verification of Areas Designated 'Implemented/Continuing’. Verification should
include review of actual control evidence, including gift card logs, P-card reconciliations, and
reimbursement approval documentation, rather than through management representations. This
verification should be performed or reviewed by an independent party.

Establish a CFO Hire Timeline with a Specific Target Date. Until a permanent CFO is in place, interim
finance leadership accountability should be documented in writing with funder visibility. Multiple
forensic findings trace to the absence of centralized financial leadership, and KCRHA should not enter
Phase 2 without clarity on this position.
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SECTION 7: RECOMMENDED NEXT STEPS FOR STAKEHOLDERS (Continued)

Ongoing Oversight Conditions

1.

Require Finance Committee Reporting Directly to Funders on a Defined Schedule. Funders should
receive governance-level visibility, not only management-level CAP status reports. The Finance
Committee should report directly to funders on a defined schedule independent of management's
own reporting, so that oversight bodies have an independent channel for receiving information about
KCRHA's financial condition.

Require Milestone-Linked Reporting with Quantitative Before-and-After Comparisons. Status
updates are not sufficient. Milestone reporting should include quantitative comparisons, such as
invoice rejection rates before and after controls improvement, percentage of disbursements with
proper authorization, and payroll reconciliation completion rates. This enables funders to assess
actual improvement rather than stated intent.

Treat External Stabilization Support as a Prerequisite for Phase 2 and 3 Milestones. External
stabilization support, which KCRHA itself recommends and which the forensic evaluation suggested,
should be treated as a prerequisite for milestones that require specialized expertise or additional
support. The scope, selection process, and funding source for this support should be reviewed by
funders prior to engagement.
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The KCRHA CAP reflects an organization responding to serious findings while simultaneously managing a
complex operational environment, significant staffing constraints, and an immediate mission obligation to people
experiencing homelessness in the region. These tensions are real and should be acknowledged in any fair
assessment.

At the same time, public stewardship obligations do not pause during organizational remediation. The forensic
evaluation documented a financial and control environment that included recurring negative cash balances
reaching ($44.7) million, an unrecoverable and growing interest obligation, material internal control gaps, an
absent compliance framework, and documented instances of expenditures lacking proper authorization. These
conditions should not be allowed to continue absent heightened funder oversight and evidence-based
accountability measures.

CN continues to recommend a structured, condition-based approach: acknowledge what KCRHA has noted in the
CAP action plan, require the specific and verifiable actions identified in this report, engage in independent
verification of claimed progress, and tie continued confidence in financial controls to demonstrated and
documented improvement rather than stated intent.

The foundation for a credible corrective action process is present in the CAP's structure, its acknowledgment of
capacity constraints, and the establishment of the Finance Committee. The question now is whether that
structure will be matched by binding commitments, independent verification, and meaningful governance
accountability, and that determination appropriately rests with the funders and other stakeholders, who have both
the authority and the obligation to require it.
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