Highlights of December 2025 King County Revenue Forecast

All OEFA forecasts are provided at the 65% confidence level, which makes them conservative.
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Revenue Forecast Changes

> The December forecast includes, for the first time, the new Safe and Stable Community sales tax

approved by King County Council on July 22, 2025

> This new forecast includes the renewal of property tax levies for EMS and Parks.

> The December forecast incorporates new 2025 legislation, ESSB 5814, which brings in new sales tax
revenue for the County and the enhancement to 2026 due to Seattle hosting World Cup games in
2026. These two impacts were already in the July forecast.

Change in Revenue ($ millions) between December and July 2025 Forecasts

Revenue 2025 2026-27 2028-29
Property Tax S0 $997.3 M $1,076.8 M
Sales Tax $19.6 M $232.4 M $246.9M
Other Taxes $0.8 M -S05 M $3.7M

Change in Total Taxes $204 M $1,229.3 M $1,3274 M
GF portion S5.6 M $215.6 M $228.8 M
Renewal of PT levies (Parks + EMS) $895.8 M $960.6 M
Safe & Stable Community sales tax levy $205.2 M S$216.0 M

Net Change in Taxes without new legislation & PT renewed levies $20.4 M $1283 M $150.8 M
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Economic and Revenue Overview

For additional information on the latest Economic forecast Q3:2025, see the third quarter EconPulse on
OEFA web site https://kingcounty.gov/en/independents/governance-and-leadership/economic-financial-

analysis/econpulse

National Trends

> US Real GDP showed strong year-over-year growth of 3.8% in Q3 2025, matching the growth rate in
Q2. Both quarters mark a clear improvement compared to the -0.3% contraction in Q1 2025.

> Consumer confidence, as measured by the Conference Board survey, declined again in late 2025. By
November, the index had fallen to its second-lowest level of the year, just above the April reading.

> The Federal Reserve cut the federal funds rate by 0.25% in both September and October 2025. An-
other rate cut is possible in December, reflecting ongoing concerns about a weak labor market.

Economic Overview
Key Statistics driving the December 2025 Forecast from last Forecast (July 2025)

YOY Growth (%
Key Statistic Period - ,m (6)/
Direction from July
US Real GDP Q3:2025 (projection) 3.80% >
L t level si
Conference Board- US Consumer Confidence Nov-25 owes _e\.re sinee 4
April 2025
S d Half 2025
Federal Funds Rate econd 74 -0.50% NP
2 rate cuts (Sept/Oct) each 0.25%
Inflation (Seattle): Average CPI-U August: 2025 2.80% T™
Employment growth rate (King) - NSA First 8 months 2025 -0.50% A
Unemployment rate (King) Aug-25 4.50% T
KC Taxable Sales (S billions) Q3 2025 3.20% T
Seattle Home Prices - Case Schiller index Q3 2025 0%

Washington and King County
> Employment in King County peaked at 1.504 million in June 2024 and has since declined. By August
2025, average monthly employment stood at 1.482 million. For the first eight months of 2025, em-

ployment was on average 0.5% lower than the same period in 2024.
> Seattle home prices showed little to no growth in the third quarter of 2025.

> Taxable sales in 2025 have outperformed 2024, which had shown almost no change from 2023. For
the first nine months of 2025, taxable sales averaged 2% higher than the prior year. Most industry
sectors reported gains, with retail trade up nearly 2% and wholesale trade up 5.5%. The construc-

tion sector, however, saw taxable sales decline by 3% compared to last year.
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Property Values and Assessments

> Since the July forecast, the December update incorporates the County Assessor’s assessment for
2026 property values. Countywide assessed value rose to $913 billion, a 4.5% increase over last
year. This was 1.6% (or $14.6 billion) higher than previously expected. Residential property values
grew by 6.8%, slightly above projections, while condos increased 0.8%, also exceeding the 0.5%
forecast. Commercial properties showed minimal growth at 0.6%, but this was an improvement
from last year’s 5% decline.

\%

The stronger 2026 assessed value raised out-year projections, with annual growth expected at
2.8% in 2027 and more than 4% in the following three years.

\"

Residential assessments are projected to remain the strongest, with growth of 7.8% in 2027 and
an average of 4.7% from 2028 onward.

v

Office buildings, particularly in Seattle and Bellevue, continued to see significant year-over-year
declines, though they account for less than 5% of King County’s total property value. Other com-
mercial sectors also experienced slow growth, resulting in overall weak performance. From 2027
onward, commercial properties are expected to grow modestly, between 0.3% and 3.5% annually.

> Condo assessments are likewise projected to grow slowly, ranging between 1.5% and 3.6% over
the forecast horizon.

> Unincorporated King County assessed value grew 5.5% in 2026, which was 1.6% below expecta-
tions. Projections for this area anticipate stronger growth of 9% in 2027, followed by declines
over the forecast horizon. The December outlook is higher than prior forecasts, largely due to
lower projected interest rates.

New Construction

> Countywide new construction in 2026 totaled $10.72 billion, 3.4% higher than the $10.37 billion
recorded in 2025. The July forecast had projected a year-over-year decline, so the actual figure
came in $2.1 billion above expectations. This result also exceeded monthly construction taxable
sales activity, bucking the usual trend between new construction assessed value and taxable sales
in the construction sector.

> Inthe unincorporated King County area, new construction did not follow the countywide trend.
Assessed value fell to $520.7 million, 10.2% below the July forecast. While the July forecast pre-
dicted growth, the December forecast is 12.8% (or $76 million) lower. The July estimate was
based on stronger monthly taxable sales activity in the unincorporated area, which proved higher
than the actual assessed value.

> Countywide new construction estimates for 2027 are down 3.2% year-over-year, but growth is
expected to average 2% in subsequent years—more than 20% higher than the July forecast.

> Unincorporated King County new construction is projected to rebound with 9% growth in 2027.
For 2028-2030, the average growth rate is expected to be 6.5%, a downward revision from the
July forecast.

December 2025 King County Office of Economic and Financial Analysis



Taxes Breakdown

Property Tax

> Upward changes in 2026 led to a 12% year-over-year increase in property taxes, based on the
County Assessor’s actual assessed values and levy amounts as of November 2025. Total property
taxes for county purposes reached $1.74 billion, reflecting higher new construction assessed val-
ue countywide and the renewal of the Parks and EMS levies. All property tax levies rose com-
pared to the last forecast, except for the UTGO bond levy, which is projected to decline through-

out the forecast horizon. These results were driven by stronger new construction countywide and
levy renewals in 2025.

> The AFIS property tax levy was renewed in April 2025 and incorporated into the July forecast. The
December forecast additionally includes the renewal of the Parks and EMS levies.

> The road levy, which applies only to unincorporated King County, grew less than 2% between
2025 and 2026. This slower growth reflects weaker new construction assessed value in unincor-
porated areas compared to countywide growth.

Sales Tax

> The December forecast for taxable sales reflects positive impacts from 2025 legislation (ESSB
5814) and the new Safe and Stable Community (SSC) sales tax of 0.1%. The expanded sales tax
base took effect in October 2025, and the SSC tax will be implemented on January 1, 2026.

> Taxable sales growth in 2026 is projected at 8%, driven by new legislation, World Cup activity, and
the SSC levy. Even without the 2025 legislation, growth in 2026 and beyond is expected to exceed
prior projections, supported by stronger 2025 actuals. Annual growth is anticipated to average
3.2% from 2027 through 2034.

> Year-to-date taxable sales in 2025 were more than 2% higher than the previous year for the first
nine months. Total sales taxes are projected at $1.32 billion in 2025, up 2.2% from last year and
$19.6 million (1.5%) above the July forecast.

> Sales tax levies are expected to reach $1.52 billion in 2026, an increase of $107 million (8%) over
2025, and $125 million above the prior forecast in 2027. Most of this increase stems from the ad-
dition of the SSC tax, which was not included in earlier forecasts.

Other Revenues

> Hotel tax receipts are expected to decline by 0.7% in 2025 compared to last year, nearly un-
changed from the July forecast. For 2026, revenues are projected to rise 4.7% over 2025, boosted

by the World Cup games in Seattle. Future annual growth rates are anticipated to range between
2.6% and 4.9%.
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Other Revenues (cont.)

> Rental car taxes have been weak in 2025, with a projected decline of 5.9% from last year. This De-
cember forecast is a slight improvement over the July forecast of a 5.7% decline. In 2026, rental
car tax revenues are expected to fall modestly by 1.6% compared to 2025, with growth in subse-
quent years projected between 0.5% and 4.5%.

> Real estate excise taxes (REET) declined 5.7% in 2025 compared to the prior year. The December
forecast revises 2025 downward by 4% from July. Beyond 2025, REET growth is projected at 4.6%
in 2026 and 7% in 2027, supported by anticipated lower interest rates.

> Gambling tax revenues fell more than 50% in 2025 due to the bankruptcy of the Roman casino,
which significantly reduced collections.

New 2025 Legislation

Safe & Stable Community Sales Tax (SHB 2015)

> The December revenue forecast reflects the King County Council’s approval of the new 0.1% Safe
and Stable Communities sales tax, introduced for the first time in this forecast.

> The tax takes effect January 1, 2026, applying countywide, with all proceeds directed to the coun-
ty general fund subaccount for the purposes outlined in the 2025 legislation.

Expanded Retail Sales Tax Base (ESSB 5814)

> The July 2025 revenue forecast was positively impacted by the passage of ESSB 5814 during the
2025 legislative session.

> ESSB 5814 expands the definition of retail sales, making certain activities subject to retail sales
tax. The following activities are now included in the sales tax base:

e Custom software and customization of prewritten software

e Custom website design, support, and development services

e Information technology-related training services, technical support, and other
services

e Investigation, security services, security monitoring, and armored car services

e Temporary staffing, excluding staff provided at hospitals

e In-home advertising services, except for services related to printing, publish-
ing, and radio/television broadcasting

e Live presentations

> The bill takes effect October 1, 2025, with a lag in local sales tax distributions.

> The revenue impact from ESSB 5814 in the next biennium is projected at $193.7 million, or just un-
der $100 million per year.
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