State Land Bank Enabling Legislation
Excerpt from the Kennedy Report
Pittsburgh’s land recycling system is based upon existing applicable state law and local policy adoptions.  Pennsylvania land bank legislation, state authorization for the acquisition, management and disposition of abandoned properties, may expand Pittsburgh’s land recycling options. The Pennsylvania General Assembly considered land bank enabling legislation during its 2009-2010 session in the form of House Bill 712 (HB712).  The House of Representatives passed HB712 on June 29, 2010 and it was referred to the Senate Urban Affairs and Housing Committee which amended the bill, HB712, Printer’s No. 4460 and referred the amended bill to the Senate Appropriations Committee which did not take action so HB712 was not considered by the full Senate during the session.  Land bank enabling legislation will likely be re-introduced in the next General Assembly 2011-2012 session. 

HB712 allowed for the creation of a land bank entity, akin to an authority, governed by an independent Board of Directors, although land bank staffing and operations could be separated from municipal government or assumed by and coordinated under municipal departments and personnel.  Among other authorizations, HB 712 specifically authorized land bank property to be:

· titled in the name of the land bank

· inventoried for public assess

· maintained in accordance with applicable laws and codes

· discharged of its tax liens subject to the approval of the school district

· considered involuntary transfers, if acquired through tax sale, under Hazardous Sites Cleanup Act, and possibly eligible for Brownfield financing

· not subject to traditional municipal disposition procedures

· exempt from state and local taxation. 

Land bank property tax exemption may be important to the City of Pittsburgh. Under the General County Assessment Law, a municipality’s tax-exemption applies to properties being used for a public purpose.  It is unclear whether a municipality holding property indefinitely for possible future development, as a land bank is likely to do, is considered a public purpose. The City of Pittsburgh has held publicly-owned, unused parcels in its inventory for decades.  However, about ten years ago, Allegheny County considered reclassifying those parcels as taxable under General County Assessment Law but City and County cooperation avoided any such reclassification.  

There are many discussions to be had to give land recycling comprehensive consideration including possible impediments to Pittsburgh land banking that have been raised in general conversation.  Some argue uniform tax foreclosure and land banking is financially unsustainable in Pittsburgh because the resale market for tax-foreclosed parcels is weak.  It is true that revenue from resold parcels would only pay for a small fraction of the total land banking costs.  However, land banks, nor municipalities, can rely only on tax foreclosure re-sales to finance land recycling operations.  The Genesee County Land Bank revenue includes rentals, federal grants and tax recapture.  Some argue Pennsylvania’s law prioritizing oldest tax lien makes comprehensive land recycling impractical.  The argument does make sense in the case of Michigan before it changed its tax foreclosure laws in 1999 because delinquent tax claims were sold off every year on the private market.  The City of Pittsburgh currently owns all its tax liens and claims except for about 1200 privately-owned tax liens.   

The chief advantages offered by state enabling land bank legislation is the single purpose focus on tax delinquent land recycling.  It could have a separate operating budget free of the uncertainties and constraints of the City’s general budget.  Philanthropic foundations may be more willing to donate money to finance it.  A separate entity, some believe, would also operate more like a business, with the flexibility to hire and fire staff and make more strategic decisions within the real estate market.  Such flexibility would be a particular advantage when the land recycling system transitions from clearing the huge volume of existing tax-delinquent abandoned parcels to the smaller and more normal year-to-year volume.  

HB712 laid out a strong land recycling platform for Pennsylvania. Pittsburgh should continue to monitor and influence legislative efforts that would create additional opportunities for land recycling.  Note, however, HB 712 in and of itself did not provide the capital necessary to initiate and sustain land recycling operations.  A separate effort is required and that effort is likely to focus on increasing penalty, interest charges and application of interest on the ‘deadbeats” which must be authorized by state law.  Interest on delinquent property taxes is currently capped at 10% by Pennsylvania law compared to Michigan’s 18% rate.  Any increase would provide a windfall of revenue that may be dedicated to land recycling operations.  
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