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SUBJECT

Proposed Ordinance 2026-0082 would approve King County's partial participation in the city of Bellevue's Tax Increment Financing (TIF) project.

SUMMARY

If approved, the proposed ordinance would allow King County to partially participate in a TIF project from the City of Bellevue called the Grand Connection Crossing.  The project would link the Eastrail corridor, the recently upzoned Wilburton neighborhood, downtown Bellevue, and Meydenbauer Bay park.  King County would forego incremental increases in property tax revenue from the Tax Increment Area over a 25-year period which the City of Bellevue would then use for debt service payments on the project.

BACKGROUND 

During the 2021 legislative session, the Washington State Legislature passed Engrossed Substitute House Bill 1189 which made TIF available to counties, cities, towns, and port districts. These entities can use TIF to finance public infrastructure in specified geographic areas (i.e. the tax increment area, or TIA), with the goal that these improvements will encourage additional private development and investment that in turn may result in increased property values, bringing benefits to property owners, investors, residents, and the local government.[footnoteRef:1] [1:  MRSC, “Tax Increment Financing Now Available to Some Washington Local Governments,” September 16, 2021.] 


How TIF Works.  When TIF is implemented, assessed value is frozen at a base level for taxing districts in the geographic area (the TIA).  Property values within the TIA increase due to the public improvements and private development, and any increase in assessed value above the base level (called the tax increment) is used to pay for the public improvements either outright or as debt service.[footnoteRef:2]  Taxing districts participating in the TIA receive the revenue from the base level assessed value and forego the tax increment. [2:  Example: The assessed value of a property in the increment area is $400,000 in 2025.  In 2026, the assessed value increases by $1,000, to $401,000.  That $1,000 is taxed at the levy rate applicable to each taxing district the property resides in, and the total collection of that increase is used to pay the debt financing for the TIA project.  The county keeps the total collection for the base amount of $400,000.] 


Requirements to Utilize TIF.  To utilize TIF, the local government must pass legislation that designates the TIA, identifies the infrastructure improvements to be financed, and states whether bonds will be issued.  The following guidelines apply when creating a TIA:
· The local government must prepare a project analysis.
· There can be no more than two active TIAs at a time, and they cannot overlap.
· A TIA cannot have an assessed value of more than $200 million or more than 20% of the total assessed valuation of the jurisdiction creating the area, whichever is less.
· Once a TIA is established, the boundaries cannot be modified.
· The local government cannot use TIF revenue for additional improvements that were not listed in the ordinance creating the TIA.
· The ordinance must include a start date for when the improvement will begin.
· The local government can only receive TIF revenues for the period required to pay the costs of the improvements.
· The TIA must be retired no more than 25 years after the adoption of the ordinance that created it.[footnoteRef:3] [3:  Chapter 39.114 RCW] 


Before creating a TIA, the local government must complete a project analysis and submit it to the State Treasurer’s Office for review.[footnoteRef:4] The project analysis must include, but is not limited to: [4:  The State Treasurer’s Office completed its review on March 5, 2026.] 

· Objectives,
· Duration,
· Identification of all parcels to be included,
· A description of the expected private development within the TIA, including a comparison of scenarios with and without the proposed public improvements,
· A description of the improvements, including costs and methods of financing,
· A discussion of how private development would not reasonably be expected to occur in the foreseeable future without these improvements (also known as “but-for” analysis),
· An assessment of property value in the TIA and the amount expected to be generated from the increased increment assessment,
· Job creation and private development expected from the project, and
· An assessment of any impacts and necessary mitigation to address impacts on affordable and low-income housing; the local business community; local school districts; and local fire service.[footnoteRef:5] [5:  RCW 39.114.020] 


Recent TIF Legislation and the City of Bellevue. In 2025, the legislature passed Engrossed Substitute Senate Bill 5801, allowing the City of Bellevue to form a TIA with a maximum of $500 million of assessed value at the time the TIA ordinance is adopted, and requires the city to adopt the TIA ordinance before June 20, 2026.  The bill also requires that each participating taxing district within a TIA approve by majority vote of the governing body its participation in contributing its tax allocation revenues to the city’s TIF program and project. The taxing district may approve partial or full participation.  The city may still move forward with forming a TIA without the approval of the individual taxing districts but would not receive the tax allocation revenues from that district.[footnoteRef:6] [6:  ESSB 5801 – 2025-26] 


The City of Bellevue hired Stowe Development & Strategies, LLC in association with ECONorthwest to produce its project analysis of a TIA for its Grand Connection Corridor & Crossing project.  That document is attached to this staff report as Attachment 4.  The project analysis assumes the following:

· 63.3 total acres of parcels (not including rights-of-way) that have “a clear development nexus to the project.”
· A taxable assessed valuation (based on 2025 certified values) of $489,463,600.  This represents .06% of the total assessed value of properties located in Bellevue.
· A “Market-Responsive Limited Buildout Scenario”, which is based on direct engagement with developers, site-specific context, and proximity to the Grand Connection Crossing.  
· An increment tax revenue impact to King County would be $6.4 million from the EMS Levy and $40.4 million from the all other levies over the 25-year period of the TIA.  

ANALYSIS

Proposed Ordinance. The proposed ordinance would commit King County to providing a maximum of $30 million over the 25-year period of the TIA.  If the city receives the full $30 million from the county prior to the end of the 25-year period, the county will cease allocating its portion of the increment.

The $30 million would also be reduced by any revenue the city receives from the Transportation Benefit District.  The city must reimburse the county for assessor and treasury costs, and levy lid lifts and voter approved levies would not be a source of revenue.  The sources of revenue would include:

	Regular Levy Sources
	State-Authorized Property Tax Levy Sources

	· General Fund   
· Veterans Services         
· Behavioral Health         
· Developmental Disabilities      

	· Metro Transit    
· County Hospital     




According to Executive staff, the county could potentially see an increase of $15 million to $16 million in additional construction sales tax from 2028 to 2031 should the county approve the proposed ordinance.  This increase would benefit the Metro transit operating fund, Mental Illness and Drug Dependency (MIDD) behavioral health fund, the general fund, and the Doors Open fund for equitable cultural access.

Executive staff also indicate that approval of the proposed ordinance could increase the general fund deficit by $500,000 to $1 million in the 2028-2029 biennial budget.  Executive staff have not identified what services would be affected.   

Timing Concerns.  Under state law the City of Bellevue must adopt its legislation creating the TIA by June 20, 2026.  The city cannot adopt its legislation until affected taxing districts such as King County adopt legislation approving its full or partial participation in the TIA.

INVITED

· Aaron Rubardt, Chief Budget Officer, King County	
· Genesee Adkins, Deputy City Manager, City of Bellevue
· John Resha, Chief Financial Officer, City of Bellevue

ATTACHMENTS

1. Proposed Ordinance 2026-0082
2. Transmittal Letter
3. Fiscal Note
4. City of Bellevue Tax Increment Financing Project Analysis, dated January 14, 2026






image1.png
kil

King County




