REAL ESTATE EXCISE TAX (REET)
ANALYST: SHERRIE HSU

REET 1
	
	
	2023-2024 Proposed
	
	2025-2026 Projected
	
	2027-2028 Projected

	Revenues
	
	$23,970,000
	
	$21,148,000
	
	$20,251,000

	Expenditures
	
	$23,970,000
	
	$21,148,000
	
	$20,251,000

	Major Revenue Sources:  Real Estate Excise Tax



REET 2
	
	
	2023-2024 Proposed
	
	2025-2026 Projected
	
	2027-2028 Projected

	Revenues
	
	$24,017,000
	
	$22,148,000
	
	$20,251,000

	Expenditures
	
	$24,017,000
	
	$22,148,000
	
	$20,251,000

	Major Revenue Sources:  Real Estate Excise Tax



DESCRIPTION

King County levies two Real Estate Excise Taxes (REET) on sellers of real property in unincorporated King County. Each tax is 0.25% of the property value and each is regulated by both State law and the King County Code.

REET 1 is permitted by State law to be used to finance capital improvements that are listed in the capital facilities plan element of the Comprehensive Plan, or for housing relocation assistance.[footnoteRef:1] The King County Code specifies that these proceeds may only be used “for capital needs of the unincorporated area of the county.”[footnoteRef:2] [1:  RCW 82.46.010]  [2:  K.C.C. 4A.200.580] 


REET 2 is permitted by State law to be used for limited types of capital projects identified in the capital facilities plan element of the Comprehensive Plan, including, through the end of 2025, capital facilities for those experiencing homelessness or for affordable housing projects.[footnoteRef:3] King County Code requires that REET 2 only be used for the "planning, construction, reconstruction, repair, rehabilitation or improvement of parks located in or providing a benefit and open to residents of the unincorporated area of King County.”[footnoteRef:4] [3:  RCW 82.46.035]  [4:  K.C.C. 4A.200.590.E] 


Figure 1 below shows actual and projected REET revenues from 2012 through 2031. According to the Executive's proposed budget, the strong real estate market continued to benefit REET revenue through 2021, and despite current estimates projecting a softening in revenues through 2031 driven by slowing demand and higher interest rates, the County expects to collect $21.2 million in 2023, $21.8 million in 2014, and between $20 to $23 million per year through 2031.

Figure 1: REET Revenue 2012 through Projected 2031
[image: ]
Source: Executive Proposed 2023-2024 Budget

SUMMARY OF PROPOSED BUDGET AND CHANGES

In the 2023-2024 Executive proposed budget, REET would support Roads Division and Parks Division capital projects through transfers to the Parks and Roads Divisions and debt service. The debt service would support existing debt; no new debt is proposed to be funded by REET. 

REET 1 proceeds are proposed to be used for the following in the 2023-2024 budget:

· $801,000 for debt service. This would support a $3.5 million bond to finance the Upper Tokul Creek Bridge Replacement in 2022 (Roads), and a $1.9 million bond to finance the 277th St Bridge Replacement in 2021 (Roads).
· A total of $13.9 million transferred to the Roads Major Maintenance Fund and the Roads Construction Fund[footnoteRef:5] to support capital projects in unincorporated areas.[footnoteRef:6] [5:  Funds 3855 and 3865, respectively.]  [6:  See the separate staff report section on the Roads Capital fund for more information on specific projects – both those proposed to receive a direct transfer and those for which REET is proposed for debt service.] 

· A total of $13.9 million transferred to the Parks Capital Fund and Parks, Recreation, and Open Space Fund[footnoteRef:7] to support Parks capital projects in unincorporated areas.[footnoteRef:8]  [7:  Funds 3581 and 3160, respectively.]  [8:  See the separate staff report section on the Parks Capital fund for more information on specific projects.] 


REET 2 proceeds are proposed to be used for two purposes:

· $3.0 million for debt service. This would be a technical adjustment to allocate REET revenue to pay for debt service of existing bonds, specifically an $18.9 million bond to finance the Parks Central Maintenance Facility in 2020.
· $25.5 million transferred to the Parks Capital Fund and Parks, Recreation, and Open Space Fund[footnoteRef:9] to support Parks capital projects.[footnoteRef:10] [9:  Funds 3581 and 3160, respectively.]  [10:  See the separate staff report section on the Parks Capital fund for more information on specific projects.] 



KEY ISSUES

Staff have not identified any issues for this budget.
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