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Memo 
 

To: The ARCH Executive Board 

From: Sophie Glass, Government Affairs, Policy, and Communications Manager 

Subject: Pre-Legislative Session Updates for ARCH Members 

 

During the September 11, 2025 ARCH Executive Board meeting, the Board approved ARCH’s 

2026 WA State Legislative Priorities. These priorities are in line with ARCH’s Strategic Plan to 

advance state legislation to promote affordable housing through increasing funding and 

reducing barriers. Below are pre-legislative session updates regarding ARCH’s priorities – we 

are sharing these to keep you informed of potential legislation that aligns with these priorities, 

and to help identify where ARCH can support and coordinate efforts among members. 

ARCH Priority 1: Increase funding for affordable housing at the state and 

local levels 
 

Priority 1A: Provide local revenue options to support affordable housing (such as 

a graduated local Real Estate Excise Tax) 
 

Short-Term Rental Tax Local Option (SB 5576/HB1763)  

 During the 2025 WA Legislative Session, SB 5576/HB 1763 proposed a tax that 

counties, cities, or towns could collect on short term rentals (e.g. AirBnB, VRBO, etc.). 

The short-term rental (STR) tax would be up to 4%. Cities and towns would have the 

option of collecting the STR tax revenue, or a county may impose the tax in areas where 

a city of town isn’t collecting the same tax. Revenues from this tax would be deposited 

into an “Essential Affordable Housing Local Assistance Account” for affordable housing 

purposes. This bill did not pass in 2025 but will return in 2026.  

 This tool could provide a small but meaningful source of local revenue for affordable 

housing, particularly in jurisdictions planning for increased tourism. The revenue 

potential of SB 5576/HB 1763 has been estimated on a statewide basis only (not for 

individual jurisdictions), as follows: 

o FY 2026 - $ 1,800,000 (representing one month of impacted collections in FY 

2026) 

o FY 2027 - $ 21,000,000 (first full year of impacted collections) 

o FY 2028 - $ 21,000,000 

o FY 2029 - $ 21,300,000 

o FY 2030 - $ 21,800,000 

o FY 2031 - $ 22,500,000 

 Next Steps: ARCH is seeking feedback from members to determine if this bill may be a 

priority for your jurisdiction. If so, ARCH can be available to provide support for your 

legislative efforts and help coordinate among members.  

 

Local Affordable Housing REET (HB 1867) 

https://www.archhousing.org/news/archs-2026-legislative-priorities
https://www.archhousing.org/news/archs-2026-legislative-priorities
https://static1.squarespace.com/static/61687c3f7fbc096461d80234/t/65fdf2a5aa7be01c18edb645/1711141563226/ARCH+Strategic+Plan+2024.pdf
https://app.leg.wa.gov/billsummary?BillNumber=5576&Initiative=False&Year=2025
https://app.leg.wa.gov/billsummary/?BillNumber=1763&Chamber=House&Year=2025
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 During the 2025 Legislative Session, HB 1867 proposed changes to local REET laws, 

but it did not pass. HB 1867 proposed the following:  

o Expanding eligibility to impose a local affordable housing real estate excise tax 

(REET) to all counties and cities if approved by a majority of voters 

 Currently only counties who have adopted a local REET for conservation 

areas prior to 2003 are eligible. 

o Changing the local affordable housing REET rate to be up to 0.5 percent. 

 It is expected that HB 1867 will return during the 2026 Legislative Session.  

 Next Steps: ARCH is seeking feedback from members to determine if this bill may be a 

priority for your jurisdiction. If so, ARCH can be available to provide support for your 

legislative efforts and help coordinate among members. 

 

Priority 1B: “Encourage state investments and provide funding incentives for 

local jurisdictions to promote affordable housing (such as expanding the HB 1406 

state sales tax credit).” 
 

Affordable Housing Sales Tax Credit (HB 1406) Expansion 

 HB 1406 (codified as RCW 82.14.540) allowed jurisdictions that committed their own 

resources to affordable housing via a “qualifying local tax” to receive .0146% credit on 

the state sales tax for affordable housing purposes. Jurisdictions that did not have a 

“qualifying local tax” by mid-2020 could only receive 0.0073% credit on the state sales 

tax. 

 ARCH members have demonstrably committed their own resources to affordable 

housing through general fund contributions and land donations, but were not technically 

qualified for the higher credit as of 2020.  

 Ahead of the 2026 session, legislators are exploring ways of making existing local 

revenue options in law more flexible. This could mean expanding the allowed spending 

categories, re-authorizing enactment of the tax, or making other changes/adjustments so 

that local governments can do more with the existing sources. 

 ARCH staff are sharing an idea and have drafted initial language that would expand the 

state sales tax credit in the following ways: 

o Expand the uses of funds to include for the operations and maintenance costs of 

new and existing units of affordable or supportive housing, in line with King 

County’s Affordable Housing Committee’s draft 2026 Legislative Agenda. 

o Allow jurisdictions to receive the higher sales tax credit (.0146%) if they have 

committed at least .25% of their own general funds for affordable housing for the 

past 3 of 5 fiscal years, or donated land in the past 3 fiscal years whose market 

value is at least .25% of their annual general fund. 

 ARCH estimates this would have a limited fiscal impact on state revenues, but provide a 

meaningful incentive for local jurisdictions to grow and maintain investments in 

affordable housing.  

 Next Steps: ARCH is seeking feedback from members to help refine the concept and, if 

appropriate, test interest from legislators on potential sponsorship. If this is of interest to 

your jurisdiction, please reach out to us.  

ARCH Priority 2: Continue to reduce barriers and support local efforts to 

build more affordable housing faster  

https://app.leg.wa.gov/billsummary/?BillNumber=1867&Year=2025&Initiative=false
https://app.leg.wa.gov/rcw/default.aspx?cite=82.14.540
https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fmrsc.org%2Fgetmedia%2F4865001b-1f63-410a-a5ed-8d1ad8d752f3%2FRevenue-Guide-For-Washington-Counties.pdf%3Fext%3D.pdf&data=05%7C02%7Csglass%40bellevuewa.gov%7C161fe8655b234f09f69908de17120480%7C222d2edd825545bd859752141b82f713%7C0%7C0%7C638973563321244129%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=IYYTnp5BCWj7vCq2O6qbO%2BVoTfuKhMF%2FRQyJasrdwZE%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fmrsc.org%2Fgetmedia%2F4865001b-1f63-410a-a5ed-8d1ad8d752f3%2FRevenue-Guide-For-Washington-Counties.pdf%3Fext%3D.pdf&data=05%7C02%7Csglass%40bellevuewa.gov%7C161fe8655b234f09f69908de17120480%7C222d2edd825545bd859752141b82f713%7C0%7C0%7C638973563321244129%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=IYYTnp5BCWj7vCq2O6qbO%2BVoTfuKhMF%2FRQyJasrdwZE%3D&reserved=0
https://cdn.kingcounty.gov/-/media/king-county/depts/dchs/housing/affordable-housing-committee/2025/2025-10-02/draft-ahc-2026-state-legislative-priorities-staff-report_merged.pdf?rev=b3e79f9253cb48c8aef16fe3bf8bb62c&hash=CEF258ACFAE17BF233FCB437C6FFE258
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Priority 2A: Establish development and tax incentives to support affordable rental 

and ownership housing on properties owned by religious organizations. 
 

Affordable Housing on Religious Owned Properties (HB 1859) 

 During the 2025 WA Legislative Session, HB 1859 proposed encouraging affordable 

housing developments on properties owned by religious organizations through (a) 

decreasing the amount of affordable units required to qualify for a density bonus; (b) 

requiring jurisdictions to develop policies to implement a density bonus if it receives a 

request from a religious organization; and (c) establishing a sales and use tax exemption 

for the conversion of existing structures into affordable housing on faith owned land.  

 This bill did not pass in 2025 but is likely return and be of significant interest in 2026. 

 ARCH staff are conducting a technical analysis of this bill and identifying possible ways 

to improve it from an implementation standpoint. Based on a previous study, ARCH 

expects that this bill could unlock significant affordable housing development across 

East King County.  

 ARCH members may view an interactive map of religious-owned properties in your 

jurisdiction to understand the potential scope of this legislation.  

 Next Steps: ARCH will share the results of its technical analysis with any members who 

are interested in engaging on this legislation. Please reach out if you are interested, and 

let us know if there are any issues that you’d like us to explore. We are happy to connect 

with relevant planning staff who may be working on these issues. 

 

 

Priority 2B: Support other policies that expand access to land for a range of 

affordable housing types (such as surplus property policies) 
 

Land Banking (HB 1974) 

 During the 2025 WA Legislative Session, HB 1974 proposed allowing counties to 

authorize a land bank (such as a public corporation, a public housing authority, or a 

nonprofit organization) to serve the county's urban growth areas. 

 Land banks would receive priority access to surplus land and the ability to obtain tax 

foreclosed lands from the county before auction. 

 This bill is likely to return in 2026, with potential amendments regarding property tax 

exemption and expansion to include public development authorities. 

 Next Steps: ARCH expects the impact of the legislation could be limited without any 

additional funding or financing tools to support land acquisition, however we will continue 

to track the bill and would be happy to support any member interested in the legislation.  

 

ARCH will be in touch, as appropriate, with its members regarding these legislative priorities. 

Please reach out with any questions or concerns. 

https://app.leg.wa.gov/billsummary?BillNumber=1859&Initiative=false&Year=2025
https://imaginehousing.org/wp-content/uploads/2025/02/HRA-Labs-Imagine-Housing-Final-Report-Feb-2025.pdf
https://eastside-housing-analysis.hralabs.com/maps?geo=x_imaginehousing_15eastside_cities&report=67bfdc8f8aff824d812f3e44&page=home
https://app.leg.wa.gov/billsummary?Year=2025&BillNumber=1974

