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Brief Description:  Providing a local government option for the funding of essential affordable 

housing programs.

Sponsors:  Representatives Parshley and Ramel.

Brief Summary of Bill

Allows counties, cities, and towns to impose a short-term rental tax of up 
to 4 percent.

•

Requires revenue from the short-term rental tax be used for affordable 
housing programs.

•

Hearing Date:  1/20/26

Staff: Serena Dolly (786-7150).

Background:

Lodging Taxes.
State-Shared Lodging Tax.
A city or county legislative authority may impose a 2 percent special excise tax on the sale or 
charge made for the furnishing of lodging at hotels, motels, and short-term rentals.  The tax is 
credited against the state sales tax that would be imposed on the sale of lodging.  In most cases, a 
city's lodging tax is credited against the county's lodging tax, so that the rate is 2 percent 
countywide; however, the county does not receive any revenue from lodging sales within a city’s 
boundaries.  There are two instances where statutory exemptions allow a city and a county to 
both impose the 2 percent lodging tax, thus reducing the state sales tax on lodging within the city 
and county by 4 percent. 
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Outside of King County, revenues from the tax can be used solely for the purpose of paying for 
tourism promotion or for the acquisition or operation of tourism-related facilities.  In King 
County, the revenue must be divided between:  affordable workforce housing; housing, facilities, 
and services for homeless youth; museums and the arts; and capital or operating programs that 
promote tourism.
 
Special Lodging Tax. 
An additional excise tax can be imposed on the sale of lodging by a county or most cities at a 
rate of up to 2 percent.  Seattle can impose the tax at a rate of up to 4 percent.  This tax is not a 
credit against the state sales tax and is instead paid by the purchaser.  Cities within Snohomish 
County and Cowlitz County cannot impose the tax because the counties are imposing a 
previously authorized 4 percent lodging tax.  Certain other counties and cities using tax authority 
that has since been changed are also authorized to continue to collect the tax at the previous, 
higher rate. 
 
Convention Center Lodging Tax.
A public facilities district in a county with a population of 1.5 million or more can impose a 
convention center lodging tax on the sale of lodging in the district, including short-term rentals.  
Hostels, temporary medical housing, and lodging facilities with fewer than 60 units when located 
in a town with a population of less than 300 are exempt from the tax. 
 
The tax cannot exceed 7 percent within the boundaries of the largest city within the district, and 
2.8 percent in the rest of the district.  An additional tax of 2 percent can be imposed within the 
boundaries of the largest city within the district.  This additional tax is a credit against state sales 
taxes due.
 
The imposition of the tax on lodging, when taken together with other taxes, including state and 
local sales taxes, public facilities district sales taxes, transit district sales taxes, and the 
convention center lodging tax, cannot exceed a total rate of 12 percent outside of Seattle.  In 
Seattle, the combined taxes cannot exceed 15.2 percent. 
 
Short-Term Rentals.
A short-term rental (STR) is a lodging use, outside of a hotel, motel, or bed and breakfast, in 
which a dwelling unit is offered to a guest for a fee, for fewer than 30 consecutive nights.  An 
STR does not include dwelling units in which the owner resides for at least six months during the 
calendar year and in which fewer than three rooms at a time are rented. 

Summary of Bill:

Beginning April 1, 2027, a county, city, or town may impose a tax on the sale of lodging in 
STRs.  The rate of the STR tax may not exceed 4 percent and must be imposed in increments of 
1 percent.  The Department of Revenue must collect the tax on behalf of the local government 
imposing the tax at no cost to the local government.  A county must allow a credit against the 
county STR tax for the amount of STR tax imposed by any city or town on the same taxable 
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event.  The tax does not count toward the combined rate of other lodging taxes.
 
The legislative body of the taxing authority must adopt a resolution of intent to adopt legislation 
authorizing the STR tax before imposing it.  Adoption of the resolution and the legislation 
requires a simple majority approval of the enacting legislative authority.  The local taxing 
authority may exclude from the tax any STRs that are located in common interest communities 
approved as a resort, second home, or vacation community, as well as those that are exempt from 
local ordinances that regulate and license STRs and vacation lodging.
 
Revenues from the tax must be deposited into a newly created Essential Affordable Housing 
Local Assistance Account.  Revenues must be used for:

acquiring, rehabilitating, or constructing affordable, workforce, or supportive housing;•
funding the operations and maintenance costs of affordable, workforce, or supportive 
housing services;

•

providing rental assistance to tenants; or•
funding the operations of organizations dedicated to providing services and assistance 
related to attaining and maintaining housing.

•

 
The county, city, or town may retain up to 15 percent of the revenues for the direct and indirect 
costs to administer services and programs and may enter into interlocal agreements to jointly 
undertake projects.
 
A county or city imposing the tax is required to publish an annual report detailing how tax 
revenues were spent in the prior year.

Appropriation:  None.

Fiscal Note:  Requested on January 16, 2026.

Effective Date:  The bill takes effect 90 days after adjournment of the session in which the bill is 
passed.
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