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C 233L 26
Synopsis as Enacted

Brief Description: Establishing land banking authorities.

Sponsors. House Committee on Finance (originally sponsored by Representatives Hill,
Peterson, Parshley, Scott, Thomas, Reed, Simmons, Street, Pollet, Macri and Ormsby).

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

Background:

Land Banks.

A land bank is apublic or nonprofit entity created to acquire, assemble, manage, and
maintain land until the land is transferred for redevelopment. For example, the Department
of Natural Resources maintains aland bank through which property may be purchased and

subsequently used to replace less productive public lands.

Tax Foreclosures.

A county treasurer may initiate foreclosure proceedings if property taxes are delinquent for
three years. After providing notice to the owner and other interested parties, the court may
order aforeclosure sale of the property, which is conducted via an auction. The minimum
bid at the auction is the total amount of taxes due plusinterest and penalties. The sale must
be made to the highest bidder, who must pay the amount of taxes owed with the excess
going to the property owner. If no bids are received, the county acquires the property.

If the county receives the property in this manner, it must allow any city in which the
property is located to purchase the property for the original auction bid. Once purchased,
the city must transfer the property to a housing authority or an eligible nonprofit for

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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affordable housing development. Any housing authority or nonprofit receiving the property
must reimburse the city for the purchase amount plus any other direct costs.

Property Tax Exemptions.

Real and personal property owned by public entities, including cities, towns, counties, and
housing authorities, is exempt from property tax. This exemption appliesto public
corporations created by these public entities, but the corporation must pay an excise tax
equal to the amount of property taxes that would have been due if the property was privately
held. Certain types of property are exempt from this excise tax, including:
* property listed on a state or federal register of historic sites;
 property used primarily for low-income housing;
 property used as a convention center, performing arts center, public assembly hall, or
public meeting space; and
* blighted property owned or controlled by a public corporation for the purpose of
remediation and redevelopment of the property.

Real and personal property owned by a nonprofit organization is also exempt from property
tax if the property is used for homes for the aging or the developmentally disabled,
homel ess shelters, low-income housing development, or low-income rental housing.

Housing Authority Tax Exemption.

The property of a housing authority is exempt from state and local taxes and special
assessments. However, in lieu of the taxes and assessments, a housing authority may agree
to reimburse a governing authority for improvements, services, and facilities furnished for
the benefit of a housing project.

Summary:
Land Bank.

A city or county may, by ordinance or resolution, authorize a public corporation, public
housing authority, or nonprofit organization to operate aland bank. The ordinance or
resolution must, at a minimum, state the public purpose of the land banking authority,
describe the land bank authority's governance or oversight structure, and authorize the land
bank authority to acquire, hold, lease, and transfer rea property. The legidative authorities
of two or more contiguous counties may authorize the establishment of aland bank to be
administered by an interlocal agreement.

A land bank may:
 acquire, hold, improve, fund, lease, sell, or dispose of property to be used as
affordable housing—real property held in the inventory of aland bank must be
legally owned by the land bank authority;
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* enter into contracts necessary to prepare property for productive use, including
clearing title, addressing outstanding liens or taxes, and undertaking predevel opment
activities; and

* lease or sell land to a housing developer at less than market rate in exchange for
compliance with affordability requirements—such transfers are not required to be to
the highest bidder.

Land acquisitions and dispositions must be consistent with existing local, regional, or state
housing plans, including anti-displacement policies in the comprehensive plans of the
county and cities and towns within the county. Land acquisitions must also demonstrate
alignment with adopted local housing targets. A nonprofit entity operating as aland bank
may not build or construct housing.

At least 50 percent of the land or property leased or sold by aland bank must include a
covenant or deed restriction that the housing units maintain affordability requirements for at
least 30 years. Rental units must be affordable to households with an income at or below 80
percent of the area median income. Owner-occupied housing units must be affordable to
households with an income at or below 120 percent of the area median income.

Each land bank must prepare an annual report that includes:
* real property parcels acquired, held, and transferred during the year;
* the manner of disposition and alignment with local housing and land use plans;
* how each action advanced a community benefit;
* the purchase price and assessed value of each parcel acquired;
* the sales price and assessed value of each parcel transferred;
* the number of housing units developed on each parcel transferred;
* the affordability covenants recorded for each parcel sold; and
 progress toward advancing equity, preventing displacement, and meeting locally
identified housing needs.

The land bank must make annual reports publicly available and submit each report to any
city or county in which it acquired or transferred land in the last 12 months. Cities and
counties receiving an annual report are encouraged to provide feedback on the land bank's
activities and alignment with local housing and land use plans to help guide compliance
with local and regional housing plans.

Tax Foreclosures.

A county legidlative authority must give aland bank priority for acquiring tax foreclosed
properties. The property may be sold without a call for bidsto aland bank for an amount
not less than the principal amount of the unpaid taxes. A city may transfer any property
obtained from a county tax foreclosure to aland bank if the land bank reimburses the city
for the purchase price and other direct costs.
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Property Tax Exemption.

A land bank that is a public corporation is exempt from the excise tax in lieu of property
tax. A land bank that is a federally tax-exempt nonprofit entity is exempt from property
taxation if the entity is organized to provide low-cost land for affordable housing
development. Thistax exemption is not subject to the automatic 10-year expiration for new
tax preferences.

Housing Authority Tax Exemption.

A land bank authority owned, operated, or controlled by a housing authority is exempt from
state and local taxes and special assessments. The land bank authority does not have the
option to agree to reimburse a governing authority for improvements, services, and facilities
furnished for the benefit of a housing project. Thistax exemption is not subject to the
automatic 10-year expiration for new tax preferences.

Votes on Final Passage:

House 59 37
Senate 30 19 (Senate amended)
House 59 37 (Houseconcurred)

Effective: June 11, 2026
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