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SUBJECT

Proposed Resolution TD2026-01 would impose a 10-year 0.1% sales and use tax for county roadway improvements. 

SUMMARY

Washington state law allows cities and counties to create local Transportation Benefit Districts (TBDs), independent governments that fund and implement transportation improvements. State law gives TBDs access to a number of funding sources, one of which is the sales and use tax. TBDs have access to a total of 0.3% in increased sales tax, of which 0.1% can be imposed by the TBD Board and 0.2% requires a popular vote.

Proposed Resolution TD2026-01 would impose a countywide 10-year 0.1% sales and use tax for transportation improvements, with revenues distributed to the Road Services Division of the Department of Local Services (Roads). The funding measure would generate approximately $101.9 million per year. Should the KCTD approve the legislation and notify the Washington State Department of Revenue by October 16, 2026, sales tax collections would begin on January 1, 2027.

Striking Amendment S1 would establish a 12.5% pass-through of revenues to local jurisdictions based on population, to be used on roadway infrastructure projects through a City Transportation Improvement Program (CTIP). The pass-through would have a $10,000 minimum per city, a cap of 15% of pass-through to any individual city, and an offset for tax increment financing apportionments authorized by Ordinance 20061. The striker would also include additional language on KCTD’s intent to seek funding for transit needs in the future and would make technical corrections.

Amendment 1 to S1 would remove the 15% cap from the city pass-through.

Amendment 2 to S1 would add clarifying language regarding the Ordinance 20061 Section 1.D. buyout option and its impact on future KCTD revenue allocation to a tax increment area (TIA) city.

Amendment 3 to S1 would allow CTIP revenues to be used for any allowable purpose under RCW 36.73 and Ordinance 17746, including transit service. 

BACKGROUND

Transportation Benefit Districts. Washington state law[footnoteRef:2] allows for the creation of local Transportation Benefit Districts (TBDs), which are independent governments created to fund and implement transportation improvements. TBDs may be established by the legislative authority of a county or city, and they can encompass territory within a jurisdiction’s boundaries, the boundaries of multiple jurisdictions, or a portion of the territory within a jurisdiction’s boundaries.[footnoteRef:3] [2:  RCW 36.73]  [3:  RCW 36.73.020] 


In 2014, King County created the King County Transportation District (KCTD) as a TBD for the county.[footnoteRef:4] Its boundaries are those of King County and it is governed by a Board of Supervisors made up of the nine King County Councilmembers. The KCTD currently has no revenue and no employees.  [4:  Ordinance 17746. The KCTD replaced a prior King County TBD.] 


State law gives TBDs access to a range of voter-approved and councilmanic funding sources, which can be used for “transportation improvements,” defined as projects “contained in the transportation plan of the state, a regional transportation planning organization, city, county, or eligible jurisdiction.” Eligible transportation improvements may include investments in new projects or the operation, preservation, and maintenance of existing transportation improvements.[footnoteRef:5] [5:  RCW 36.73.015(6)] 


Some of the available funding sources, such as development impact fees, tolls, or local improvement districts, can only be used for specific development projects or for defined geographic areas. Others, such as sales tax and vehicle license fees, can be used for general transportation improvements within the boundaries of the TBD. 

In terms of the sales tax, TBDs have access to a total of 0.3% in increased sales tax: 

· 0.1% can be imposed by the TBD Board (councilmanic)[footnoteRef:6]  [6:  RCW 82.14.0455; 36.73.040(3)(a)] 

· 0.2% requires approval by voters after action by the TBD Board.[footnoteRef:7] [7:  RCW 82.14.0455; 36.73.040(3)(a)] 


Roads Structural Funding Deficit. Roads manages approximately 1,500 miles of roads, 193 bridges, 49,000 traffic control signs, 79 traffic signals, 118 miles of guardrail, 58 traffic cameras, 3.5 million linear feet of drainage pipe, 4.6 million feet of drainage ditch, 28,000 culverts, 700 crosswalks, and 275 miles of sidewalk in King County’s unincorporated areas.[footnoteRef:8] [8:  Based on available data from 2025 roads inventory. ] 


The unincorporated area roads system is primarily supported by revenue from a dedicated property tax on unincorporated properties,[footnoteRef:9] the state gas tax, and grant funding, with the property tax projected to contribute over 80% of Roads’ revenue during the 2026-2027 biennium.[footnoteRef:10] Over the years, the combined impact of municipal annexations, state limitations on available revenue options, lingering effects of the 2008 recession, implementation of the Washington State Growth Management Act, voter initiatives, and aging infrastructure has resulted in a structural decline in the County’s capacity to fund its road and bridge network. Due to this structural funding deficit, current estimates show that dedicated funding for capital projects will be exhausted in 2028.[footnoteRef:11] [9:  RCW 36.82.040]  [10:  Ordinance 20023 ]  [11:  King County Executive Proposed 2026-2027 Biennial Budget (See Roads CIP Financial Plans Page 437 & 442)] 


ANALYSIS

KCTD Resolution TD2026-01 would impose a 10 year 0.1% sales and use tax in King County for transportation improvements, with revenues being allocated to the county Road Services Division.

The 0.1% sales tax that would be imposed is the amount authorized under State law to be imposed by the TBD Board as a councilmanic tax, without a vote of the people. 

According to the March 2026 revenue forecast by the King County Office of Economic and Financial Analysis (OEFA), a countywide 0.1% sales tax would currently generate approximately $101.9 million per year (averaged over time, based on 2026 $). The Executive Budget Office has estimated that the impact to a median income household would be about $40 per year.

Authorized use of revenues. KCTD Resolution TD2026-01 states that any revenues collected by the proposed 0.1% sales tax would first be used to pay administrative costs incurred by KCTD, including any administrative costs owed to the State Department of Revenue, not to exceed 2% of the taxes collected.[footnoteRef:12]  [12:  RCW 82.14.050] 


Remaining revenues would be allocated to Roads to be used for eligible transportation improvements as defined in State law,[footnoteRef:13] and to address the following “high priority” road and bridge needs: [13:  RCW 36.73.015(6)] 


· Addressing maintenance, repairs, improvements, and replacements as necessary to keep roads and bridges open and functional to meet increasing needs;
· Preserving essential county safety and preservation programs, including pedestrian and bicyclist access and safety; and	  
· Reducing barriers to accessibility and implementing improvement projects such as sidewalks, curb ramps, and street crossings in alignment with the 2021 King County Road Services Division Americans with Disabilities Act Transition Plan.

Revenues may also be used for the following roads related needs:
 
· Repairing and restoring road network assets damaged by flooding, severe weather, or natural disasters such as the historic flooding experienced in December 2025;
· Preserving necessary levels of operations and maintenance, including health and safety of employees;
· Implementing pavement preservation projects to extend the life of existing roadways and reduce long-term costs;
· Collaborating with municipalities to address orphan roads and improve county roadways within designated Potential Annexation Areas, as well as those county roadways integral to regional mobility;
· Restoring cuts made to the road services division approved in the 2026-2027 biennial budget;
· Implementing intersection safety projects;
· Developing a coordinated safety action plan using the Safe System approach and implementing projects identified in the plan to reduce traffic deaths and serious injuries on county roadways;
· Implementing bridge load upgrade program projects; and
· Providing local matching moneys to leverage grant opportunities.

Many of these road and bridge categories were identified as intended to receive additional funding by the Council during consideration of Roads levy lid lift proposals in 2020 and 2021 which ultimately did not go forward.[footnoteRef:14] [14:  PM 2020-0111 & PM] 


Additionally, the Proposed Resolution allows the sales tax revenues to be pledged as part of the security for County issued bonds. 

Accountability. KCTD Resolution TD2026-01 would require Roads to identify and evaluate projects implemented with the proposed 0.1% sales tax in a letter to KCTD by October 31 each year. At the end of the sixth year of collections, the KCTD Board would review the projects and programs implemented to date for consistency with the Resolution. 

Fiscal impact. The Executive Budget Office (EBO) estimates that a 0.1% increase in the sales tax would have an annual impact of $40 on the median income household. This estimate is based on a median household income of $122,000 and a sales tax ratio of 32.9%, meaning that the median household spends a total of $40,138 each year on goods subject to the sales tax, resulting in approximately $3,908 in sales taxes owed. An increase of 0.1% to the sales tax would add $40 on average to that total.[footnoteRef:15] [15:  The EBO notes that this total will vary due to the variation among jurisdictions in sales tax rates.] 


In terms of revenues that would be collected by KCTD Resolution TD2026-01, as described above, estimates provided in March by the EBO indicate that 0.1% sales tax imposed countywide is currently anticipated to raise approximately $101.9 million per year in the first year of collections.[footnoteRef:16] [16:  As noted, this estimate is based on the March 2026 OEFA revenue forecast. ] 


Timeline. Proposed Resolution TD2026-01, as drafted, would take effect immediately upon passage, with the additional sales tax being imposed at the earliest practicable date consistent with State law.[footnoteRef:17] State law provides that newly authorized sales tax collections begin: [17:  RCW 82.14.055] 


a. No sooner than 75 days after the Department of Revenue receives notice of the change, and 
b. Only on the first day of January, April, or July.

Given the 75-day timeline after the Department of Revenue is notified and the three dates on which the Department of Revenue begins sales tax collections, if the KCTD Board takes action on the Proposed Resolution and notifies the Department of Revenue by October 16, 2026, sales tax collections would begin on January 1, 2027.

Next steps after revenue authorization. If the KCTD were to raise revenue, the district could contract with King County to use the revenue, or the KCTD and its duties could be assumed into King County.

AMENDMENTS

Striking Amendment S1 would:

· Add language articulating the funding needs of Metro Transit and the KCTD’s intent to seek funding for Transit at a future date.
· Add language stating the KCTD’s intent establish a City Transportation Improvement Program to invest in city transportation systems and describing how such investments would benefit and contribute to the KCTD’s transportation plan and goals.    
· Establish a City Transportation Improvement Program wherein 12.5% of KCTD sales tax revenues are allocated to cities based on the city’s population. A portion of the total CTIP revenues will be used to cover KCTD’s administrative costs associated with distributing revenues to individual cities. 
· From this 12.5%, minus administrative costs, cities will receive a minimum annual distribution of $10,000. 
· From the remaining revenues, individual cities are limited to a maximum of 15% of the total city allotment, minus the minimum allocation. Excess proceeds above the 15% limit are distributed to all cities below the 15% limit based on the city’s population. 
· Additionally, a city which has created a tax increment area under RCW 39.114.020(1)(c)(ii) would have its CTIP allocation reduced by what the city would have received in property tax apportionments from King County under Ordinance 20061, but for this Resolution. The resulting difference would be distributed to King County Roads. 
· Require the KCTD, or its successor entity, to develop administrative and reporting procedures before distributing funds to participating cities.
· Require cities to enter an interlocal agreement with the KCTD, or its successor entity, to receive CTIP revenues. 
· Allow the KCTD to recapture CTIP allocations if the KCTD, in accordance with its future administrative procedures, determines that a receiving city is unable to timely encumber or expend the moneys for eligible transportation purposes. Recaptured CTIP allocations may then be redistributed to other cities with eligible project capacity or be redirected to King County Roads. 
· Establish that each city must provide written notice to the KCTD, or its successor entity, by March 1st each year affirming participation in the CTIP. If a city declines to receive CTIP revenues or fails to respond, the declining city’s allocation will be directed to King County Roads.
· Establish that CTIP revenues must be used for roads purposes in accordance with defined transportation plans. Metro Transit related expenditures are prohibited. Defined transportation plans include: the adopted King County transportation plans, adopted city transportation programs as required by RCW 35.77.010, and the Puget Sound Regional Council transportation improvement program as required by RCW 47.80.023. 
· Require cities to comply with reporting, accountability, and review measures to be developed by the KCTD.

Amendment 1 to S1 would remove the 15% cap from the city pass-through. 

Amendment 2 to S1 would add clarifying language regarding the buyout option under Ordinance 20061, Section 1.D., providing that future CTIP allocations to the TIA city will be reduced by an amount equal to any county buyout payment, annualized over the remaining years of the sales and use tax collection period.

Amendment 3 to S1 would allow CTIP revenues to be used for any allowable purpose under RCW 36.77 and Ordinance 17746 including Metro Transit service-related expenditures. The amendment would state that transit service investments should be aligned with the adopted King County Metro Service Guidelines.

ATTACHMENTS

1. Proposed Resolution TD2026-01
2. Amendment S1
3. Flow Chart showing illustrative example of Amendment S1 implementation
4. Amendment 1 to S1
5. Amendment 2 to S1
6. Amendment 3 to S1
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