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[bookmark: Overview]OVERVIEW
TOPIC: Proposed Motion TDECM2026-02 would authorize the Chair of the King County Transportation District (KCTD) to enter into investment and cash management service agreements with King County.
LEGISLATION SUMMARY
Proposed Motion TDECM2026-02 would authorize the KCTD Chair to enter into investment and cash management service agreements with King County, as the first financial management steps to prepare the district for the start of revenue collections as an independent governmental entity.
The agreements will allow the KCTD to participate in the King County Investment Pool, establish a fund into which district revenues will be deposited, apply for an interfund loan to support district operations until the sales tax revenues are received, and obtain other financial management services from King County. 
[bookmark: Key_Issue]KEY ISSUES FROM THE ANALYSIS
Investment Pool Agreement. Attachment A to the proposed Motion includes a template King County Investment Pool Agreement. If the KCTD enters into this agreement, the sales tax revenues authorized under Resolution TD2026-01 would be deposited into a fund within the King County Investment Pool. 
Cash Management Services Agreement. Attachment B to the proposed Motion includes a template King County Cash Management Services Agreement. If the KCTD enters into this agreement, the sales tax revenues authorized under Resolution TD2026-01 would be managed by King County. This agreement would also make KCTD eligible to apply for an interfund loan, if desired, to support its operations until the sales tax revenues authorized under Resolution TD2026-01 are received. 
BACKGROUND & TIMING CONSIDERATIONS	 BACK TO TOP
Roads funding measure. In June 2026, the KCTD Board imposed a councilmanic 0.1% sales and use tax for roads-related purposes.[footnoteRef:1] Sales tax collections will begin January 1, 2027, and extend for 10 years. The roads funding measure is anticipated to collect an average of $100 million per year, with approximately 12.5% of revenues to be directed to local jurisdictions through a City Transportation Improvement Program (CTIP), and the remainder to be used on King County’s unincorporated roads network.  [1:  Resolution TD2026-01 (link)] 

To guide implementation of the roads funding measure, the KCTD Board asked the King County Executive to transmit a proposed Implementation Plan and Interlocal Agreement (ILA) by October 1, 2026.[footnoteRef:2] The Implementation Plan and ILA must be reviewed and approved by both the KCTD Board and the King County Council.  [2:  Resolution TD2026-02 (link)] 

KCTD financial management structure. In 2014, King County established the KCTD[footnoteRef:3] through an ordinance that outlined the purpose and structure of the KCTD as an independent governmental entity to fund and implement transportation improvements. That establishing legislation stated that the King County Executive Finance Director (the Director of the Finance and Business Operations Division (FBOD) of the King County Department of Executive Services) would serve as the treasurer for the KCTD.  [3:  Ordinance 17746 (link)] 

The KCTD Board executed an ILA with King County in 2014[footnoteRef:4] to cover services needed until the start of revenue collections. If the KCTD is to remain an independent governmental entity after revenue collections begin,[footnoteRef:5] it must enter into additional agreements with King County, both through the ILA described above for how district revenues will be spent, and through financial management agreements to set in place the necessary financial protocols and structures.   [4:  Resolution TD2014-04 (link)]  [5:  The Washington State Department of Revenue will begin revenue collections on January 1, 2027. Revenues are anticipated to arrive at the KCTD by the end of the first quarter of 2027. ] 

Proposed Motion TDECM2026-02 would authorize the KCTD Chair to undertake the initial financial management arrangements, by entering into investment and cash management service agreements with King County. The Proposed Motion would be voted on by the Executive Committee only; under Section 4 of the KCTD bylaws[footnoteRef:6] further Board action would not be required for the two agreements cited in the Proposed Motion. [6:  Resolution TD2014-02 (link)] 

ANALYSIS	 BACK TO TOP
In anticipation of the KCTD remaining independent, at least in the short term, contracting with King County to participate in the County's Investment Pool and receive cash management services are administrative and operational steps to prepare the district to receive tax revenues in 2027.
King County’s FBOD provides investment and cash management services for all King County agencies and many special districts and other public entities, such as fire, school, sewer, and water districts, and other public authorities. By authorizing the Chair to sign the investment and cash management service agreements, KCTD’s revenues would be added to those managed by FBOD, as stated in the ordinance that established the KCTD.
Key Issue A. Investment Pool Agreement. Attachment A to the proposed Motion includes a template King County Investment Pool Agreement. If the KCTD enters into this agreement, the sales tax revenues collected under Resolution TD2026-01 would be deposited into a fund within the King County Investment Pool and managed by FBOD as the KCTD’s Treasurer. 
Revenues in the King County Investment Pool are managed consistent with state law and King County investment policies adopted by the Executive Finance Committee,[footnoteRef:7] with input and advice from the Investment Pool Advisory Committee.[footnoteRef:8] [7:  The King County Executive Finance Committee (EFC) establishes investment policies and oversees the investment portfolio to ensure that specific investments comply with both those investment policies and state law. The EFC meets quarterly. (link)]  [8:  The King County Investment Pool Advisory Committee (IPAC) provides the County's Executive Finance Committee (EFC) with feedback and advice regarding policies, practices and fee structure for the county's $4.5 billion investment pool. The Committee is comprised of 10 members, including investment professionals and representatives of the entities that participate in the investment pool. (link)] 

Under the agreement, the KCTD would be charged an annual fee based on an estimate of the actual expenses incurred for the Investment Pool for the coming year. An estimated annual fee for Pool participation will initially be set at 3.5 basis points (.035%). In accordance with RCW 36.29.024, this fee is intended to reflect King County's estimated direct expense and out-of-pocket cost of administering the Pool, plus a safety margin for unanticipated expenses. This fee would be applied monthly against the average cash balance of the KCTD and collected monthly by the County. 
If the amount of estimated fees collected within the County’s fiscal year exceeds the actual expense of administering the Pool for that fiscal year, the County will rebate any excess amount to the KCTD based on the KCTD’s percentage of the total average pool cash balance for that year. 
The County will reevaluate the annual fee each year based on the rebate provided for the prior year and an estimate of actual expenses for the coming year.
[bookmark: Key_Issue_B]Key Issue B. Cash Management Services Agreement. Attachment B to the proposed Motion includes a template King County Cash Management Services Agreement. If the KCTD enters into this agreement, FBOD would be authorized to provide cash management services to KCTD, including investing the KCTD’s idle cash without daily direction from the KCTD Board, paying KCTD warrants despite negative balances, and executing wire and ACH[footnoteRef:9] payment requests, among others. [9:  ACH = Automated Clearing House, the secure, nationwide electronic network used to transfer funds between different bank accounts.] 

Under the agreement, the KCTD would pay a variable fee to the County paid in monthly deductions from the KCTD’s interest earnings or directly from the KCTD funds held in the County Investment Pool. The KCTD’s monthly fee is determined by the following formula: the Monthly Fee Rate (1.5% multiplied by the Investment Pool rate of return for the month, not to exceed 8 basis points) multiplied by the KCTD monthly average fund balance designated for cash management services, multiplied by the number of days in the month divided by the number of days in the year. For example, if the investment pool rate of return for the month is 2%, the Monthly Fee Rate will be .03% (.015 x .02). A fund with a $1,000,000 monthly average balance would pay $25.48 in a 31-day month ($1,000,000 x .0003 x 31/365).
Entering into a Cash Management Services Agreement with King County would also make the KCTD eligible to apply for an interfund loan, if desired, to support its operations until the sales tax revenues authorized under Resolution TD2026-01 are received. An interfund loan application would require approval by the full KCTD Board by Resolution, as well as approval by the King County Executive Finance Committee.
[bookmark: _ATTACHMENTS]Additional financial management protocols and procedures, such as a possible application for an interfund loan, will be needed in the coming months if the KCTD is to operate as an independent governmental entity. 
ATTACHMENTS
Proposed Motion TDECM2026-02 and its attachments
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