The Legislature has now passed another major cutoff, where all bills must have passed out of the
opposite body unless they are necessary to implement the budget. The scope of bills continues to
narrow, as the discussions shift primarily to budget negotiations.

We are hearing that the negotiations on the education policy package are going well so far, as all sides
are hoping to come to agreement on the final McCleary package for this year. The education piece is a
significant item to be determined, after which the focus will begin in earnest on the remainder of the
budget negotiations.

Transportation Budget passes the House

The House passed its 2017-19 Transportation budget on 4/12 with a vote of 77-19-2. The bill provides
continuity for the 2015 Connecting Washington projects and provides necessary adjustments to the
Alaska Way Tunnel, and makes a few scheduling changes to other projects. The minority party offered
several amendments to change project funding but much of the focus was regarding the Sound Transit
MVET and the I-405 HOT lanes. Both issues are likely to be major campaign issues in the November
special election in the 45 Senate district.

Sound Transit MVET rebate bill passes the House

The bill (EHB 2201) that provides a rebate to Sound Transit Motor Vehicle Excise Tax (MVET) payers for
the difference between the older high value MVET and the new more market based MVET that passed
the legislature in 2006 passed the House with a vote of 64 to 33 on 4/12. This approach is similar to one
attempted in the Senate by Democrat Marko Liias. The bill addresses the overvaluation of vehicles by
the older depreciation schedule. There were numerous minority amendments to expand the impact of
the bill which failed on partisan votes. This issue and the 1-405 HOT lanes will be issues in the November
special election for the Senate in the 45™ district to replace Senator Dino Rossi who is serving
temporarily.

House passes MTCA tax increase

Also on 4/12, the House brought to the floor and passed HB 2182, which sets a tiered rate increase to
the Hazardous Substance tax through 2025. The bill is a response to a shortfall in the Model Toxics
Control Account, which is at least partially due to sweeping of the funds over the last several biennia
into the general fund. This is an account generally used for projects such as pollution cleanup, control
and prevention. The bill passed on a strict party line vote of 50 to 47, and now goes to the Senate for
consideration.

House passes Capital Budget

On 4/12, immediately following the 5:00 p.m. cutoff deadline, the House worked late to pass its 2017-19
Capital budget (SB 5068). In total, the House’s proposal authorizes $3.99 billion of new appropriations
for construction projects, with $2.54 billion financed with state general obligation bonds. The final
budget included $106.4 million for the Housing Trust Fund, but did not include the Westlake Microparks
project funding. The bill passed with a vote of 96 to 2.

Revenue collections down slightly



The Economic & Revenue Forecast Council released an economic & revenue update on 4/11. The
Council reported that major general fund-state revenue collections for the March 11 — April 10
collection period came in $7.9 million (0.6%) below the March forecast. Revenue Act receipts (consisting
of sales and use, B&O, utility, and tobacco products) came in $12.9 million (1.2%) lower than forecasted,
while all other receipts were $5.0 million (3.0%) higher than forecasted.

In summary, total nonfarm payroll employment rose, although less than average growth during the
previous year. Manufacturing only lost 300 jobs in the four-month period, while construction
employment increased 4,500 in the four-month period and government payrolls expanded by 2,800
jobs. Housing construction also slowed, as building permits fell, in spite of the rapid growth in home
prices in Seattle. Finally, car and truck sales also declined in January and February.

Overall, if the state’s economy begins to slow, there may be greater incentive to wrap up legislative
work on the budget sooner than the June 20 revenue forecast in case the forecast is lowered at that
point.
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