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Brief Description: Concerning an exemption to the leasehold excise tax for leases on public
lands.

Sponsors: House Committee on Finance (originally sponsored by Representatives Connors,
L eavitt, Klicker, Couture, Schmidt, Chapman, Graham, Peterson, Sandlin, Reeves and
Shavers; by request of Department of Natural Resources).

House Committee on Finance
Senate Committee on Housing
Senate Committee on Ways & Means

Background:

L easehold Excise Tax.

State leasehold excise taxes are levied and collected on the act or privilege of occupying or
using publicly owned real or personal property through aleasehold interest. A leasehold
interest isan interest in publicly owned real or personal property that exists by virtue of any
lease, permit, license, or other written or verbal agreement between a public owner and a
person who would not be exempt from property taxes if that person owned the property.
The leasehold excisetax islevied at arate of 12.84 percent of taxable rent.

The legidlative body of any county or town may aso levy and collect aleasehold excise tax
on leasehold interestsin publicly owned property within the territorial limits of the county
or city. Thetax levied by a county may not exceed 6 percent of taxable rent and, by acity,
may not exceed 4 percent of taxable rent. If imposed, the local leasehold tax is credit
against the state tax, so the maximum total rate remains 12.84 percent.

There are several leasehold excise tax exemptions. The exemptions include subsidized
military housing as well as space in state prisons used by the division of the Department of
Corrections.

This analysis was prepared by non-partisan legislative staff for the use of legidative
membersin their deliberations. Thisanalysisis not part of the legislation nor does it
constitute a statement of legidative intent.
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Tax Preference Performance Statement.

State law provides for arange of tax preferences that confer reduced tax liability upon a
designated class of taxpayer. Tax preferences include tax exclusions, deductions,
exemptions, preferential tax rates, deferrals, and credits. Currently, Washington has over
650 tax preferences, including avariety of sales and use tax exemptions. Legislation that
establishes or expands atax preference must include a Tax Preference Performance
Statement (TPPS) that identifies the public policy objective of the preference, aswell as
specific metrics that the Joint Legislative Audit and Review Committee (JLARC) can useto
evaluate the effectiveness of the preference. All new tax preferences automatically expire
after 10 years unless an alternative expiration date is provided.

Summary:

A leasehold excise tax exemption is created for public lands when used for qualified
affordable housing. This exemption is authorized when the lessee commits to renting or
leasing 100 percent of the housing units to low- and moderate-income households and the
lease term for the public lands is at least 20 years. The bill also makes affordable housing
for low-income households a priority for the Department of Natural Resources and any
lessee when receiving this leasehold excise tax exemption.

"Affordable housing" means residential housing that is rented by a person or household
whose monthly housing costs, including utilities other than telephone, does not exceed 30
percent of the household's monthly income.

"Low-income household" means a single person, family, or unrelated persons living
together whose adjusted income is at or below 80 percent of the median family income
adjusted for family size, for the county, city, or metropolitan statistical area where the
project islocated, as reported by the United States Department of Housing and Urban
Development (USHUD).

"M oderate-income household" means a single person, family, or unrelated persons living
together whose adjusted income is more than 80 percent but is at or below 115 percent of
the median family income adjusted for family size, for the county, city, or metropolitan
statistical area where the project is located, as reported by the US HUD.

"Public lands' means lands of the State of Washington administered by the department
including but not limited to state lands, state forestlands, lands included in a state forestland
pool, and aguatic lands.

A TPPSisincluded stating that it is the legislature's specific public policy goal to
incentivize the placement of affordable housing on public lands and the legislature intends
to continue the preference if the JLARC review finds that the tax preference resultsin the
placement of more units of affordable housing on public lands. The bill is exempt from the
automatic 10 year expiration for tax preferences.
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Votes on Final Passage:

House 95 2
Senate 46 O

Effective: June 6, 2024
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