HOUSE BILL REPORT
HB 2528

As Reported by House Committee On:
Finance

Title: An act relating to creating uniformity for the process by which cities planning under the
growth management act implement real estate excise taxes.

Brief Description: Creating uniformity for the process by which cities planning under the
growth management act implement real estate excise taxes.

Sponsors. Representatives Springer, Rude, McEntire, Doglio, Parshley, Chase, Ramel and
Nance.

Brief History:
Committee Activity:
Finance: 1/27/26, 2/4/26 [DP].

Brief Summary of Bill

» Removes the requirement that any county choosing to fully plan under
the Growth Management Act, and the cities within those counties, must
seek voter approval before imposing alocal real estate excise tax.

HOUSE COMMITTEE ON FINANCE

Majority Report: Do pass. Signed by 11 members. Representatives Berg, Chair; Street,
Vice Chair; Chase, Mena, Ramel, Santos, Scott, Springer, Walen, Wylie and Zahn.

Minority Report: Do not pass. Signed by 4 members. Representatives Orcutt, Ranking
Minority Member; Jacobsen, Assistant Ranking Minority Member; Abell and Penner.

Staff: Serena Dolly (786-7150).

Background:

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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Growth Management Act.

The Growth Management Act (GMA) establishes land-use designation and environmental
protection requirements for al Washington counties and cities. The GMA establishesa
significantly wider array of planning duties for fast-growing counties, and the cities within
those counties, that are obligated to satisfy all planning requirements of the GMA. Other
counties have opted to satisfy all planning requirements of the GMA. These jurisdictions
are sometimes said to be fully planning.

Eighteen counties, and the cities within those counties, are required to fully plan under the
GMA. An additional 10 counties have opted to fully plan: Benton, Columbia, Douglas,
Franklin, Garfield, Kittitas, Pacific, Pend Oreille, Stevens, and Walla Walla counties. Cities
within the counties that chose to fully plan also must fully plan under the GMA.

State Real Estate Excise Tax.
Real estate excisetax (REET) appliesto rea estate transactions including the sale of
property and the transfer of controlling interest in property. The rate applies to the selling
price and isusually paid by the seller. The REET is due and payable to the county treasurer
in which the property is located on the date of the sale, regardiess of the date of recording,
except in acontrolling interest transfer. The REET isimposed at the following rates:
o 1.1 percent if the selling price is equal to or less than $525,000;
« 1.28 percent on the portion of the selling price that is greater than $525,000 but equal
to or less than $1.525 million;
 2.75 percent on the portion of the selling price that is greater than $1.525 million but
equal to or less than $3.025 million; and
3 percent on the portion of the selling price that is greater than $3.025 million.

Local Real Estate Excise Tax.
Counties and cities are authorized to impose alocal REET in addition to the state REET.
The two main local REET options are:
e REET 1: All countiesand cities may levy a0.25 percent REET.
* REET 2: An additional 0.25 percent REET may be imposed by any county or city
that fully plans under the GMA.

Local REET 1 and 2 must be used for capital projects, including alimited amount that may
be used for the operation, maintenance, and service support of existing capital projects.
Capital projects are local government public works projects for planning, acquisition,
construction, reconstruction, repair, replacement, rehabilitation, or improvement of:

* streets, roads, highways, sidewalks, street and road lighting systems, traffic signals,

and bridges,

» domestic water systems and storm and sanitary sewer systems;

* judicial, administrative, law enforcement, and fire protection facilities;

o libraries, parks, recreational facilities, and trails;

* river flood control projects and certain other waterway flood control projects;

« facilities for those experiencing homelessness and certain affordable housing projects,
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* certain small airports; and
« technology infrastructure that is integral to the capital project.

Additionally, there are several other local REET options for local governments:
* A county or city not levying the optional 0.5 percent sales tax may levy an additional
local REET of up to 0.5 percent.
* A county may impose an additional local REET of up to 1 percent for the acquisition
and maintenance of conservation areas.
* A county that imposed the full 1 percent for conservation areas prior to January 1,
2003, may also impose alocal REET of up to 0.5 percent for affordable housing.

For counties and cities that are required to fully plan under the GMA, REET 2 may be
imposed by the legidlative body and does not require voter approval. For counties that
chose to fully plan under the GMA, and the cities within those counties, REET 2 must be
submitted to the voters for approval.

Summary of Bill:

The legidlative body of any county choosing to fully plan under the GMA, and the cities
within those counties, may impose REET 2 without voter approval.

Appropriation: None.
Fiscal Note: Available.

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

Staff Summary of Public Testimony:

(In support) Cities and counties planning under the GMA are subject to different standards
when implementing real estate excisetaxes. Thereisrealy no good reason to distinguish
between those who opted into the GMA and those who are required to plan under the GMA
when it comes to the tools that are available to them. They all have to plan under the same
strict GMA requirements. Thisbill is about funding for infrastructure, which is a constant
struggle for cities and counties. Infrastructure is expensive but critical for increasing the
housing supply. Locally elected officials are accountable to their communities, and nothing
in the bill prevents a city or county from seeking voter approval if the elected officials
choose to.

(Opposed) Increasing taxes is not the way to make housing affordable. This bill places

House Bill Report -3- HB 2528



additional hardship on property owners and removes their ability to vote on whether higher
taxes should be levied for local capital projects. Reators have along history of working on
infrastructure improvement issues and have offered to assist local communities with ballot
measures. Housing affordability isabig issue, especially with the historical increasesin
taxes. Any property tax isatax on unrealized gains. Billslikethisonearewhy itis
impossible to retire in this state on afixed income. Removing voters from tax decisionsisa
disturbing trend this session.

Persons Testifying: (In support) Representative Larry Springer, prime sponsor; Rick
Eskill, City of WallaWalla; Elizabeth Chamberlain, City of WallaWalla; Candice Bock,
Association of Washington Cities; and Paul Jewell, Washington State Association of
Counties.

(Opposed) Jeff Pack, Washington Citizens Against Unfair Taxes; and Mary Hull-Drury,
Washington Realtors.

Persons Signed In To Testify But Not Testifying: None.
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