We are now wrapping up the third week of the legislative session. On 2/2, we will hit the first cutoff
date, where all policy bills must pass out of policy committees in order to remain alive for the session.
The next cutoff comes just four days later, where all bills must pass out of the fiscal committees by 2/6
in order to remain alive.

Appraisal fee bills introduced & heard this week

A bill relating to appraisal fee structures (HB 2922) was introduced this week. The bill would modify
provisions relating to appraisal management companies and fees and would set a fee structure in
statute. The sponsor (and chair of the committee) indicated that he was aware of the opposition to this
bill, and he is not likely to move it out of committee. We are working with the appraisal management
company trade association. The proposal is scheduled for a public hearing on 1/30 in the House Business
& Financial Services Committee.

Nationstar hearing

The proposal we have been negotiating with the cities and homeowner advocates (SB 6484) was heard
in the Senate Financial Institutions & Insurance Committee on 1/25. | testified on behalf of the WMBA,
and messaged that, while this bill is not perfect and remains a work in progress to date, we remain
hopeful that we will come to agreement this session and create a mechanism for accessing abandoned
properties to secure them through the current city and county nuisance abatement processes.

Budget and Tax Developments

Progressive B&O bill

A proposal that would change the state’s business and occupation tax structure (HB 2940, sponsored by
the chair of the Finance Committee, Rep. Lytton) was dropped this week. Under the proposal

e Increases the small business deduction to 125,000;

e Creates a new computation methodology for tax liability so that a business calculates its tax
gross margin to determine B&O liability. Gross margin thresholds are calculated by deducting
cost of goods sold and cost of labor from gross income:

o If the margin is less than $250,000 the tax liability is zero;

o If the margin is between $250,000 — $1 million, the tax liability remains the same;

o Ifthe margin is over $1 million, a surcharge is imposed equal to the tax payable
multiplied by 6%.

e The bill also allows the Department of Revenue to adjust the surcharge by rule in order to
ensure the act is revenue neutral.

e The bill also creates a taskforce to review existing B&O tax preferences.

Manufacturing B&O rate being considered again

Legislation has been introduced this session to phase in a lower business and occupation tax for
manufacturers from the current .484% to .2904%. The Senate bill (SB 6542) and the House bill (HB 2393)
have not been heard to date. Similar legislation was vetoed last year by Governor Inslee.

Housing

Rent control

HB 2583, which repeals existing rent control laws in Washington State to promote more housing
construction had a public hearing on 1/23 in the House Judiciary Committee. It has not been scheduled
for executive action to date.



Its companion bill, SB 6400, has a public hearing on 1/30 in the Senate Committee on Financial
Institutions & Insurance.

TOD housing

A bill to create a pilot program for cities and counties to establish housing opportunity zones to
encourage transit-oriented development (SB 6417) had a public hearing this week in the Senate local
government committee

Labor issues

Call centers bill

A proposal that would penalize employers who relocate call centers to another country (HB 2844) has
been scheduled for a public hearing on 1/29 in the House Labor & Commerce Committee, and executive
session on 2/1. The bill requires certain call center employers that intend to relocate to notify the
Employment Security Department at least 120 days before the relocation. Additionally, the bill makes
call center employers that relocate ineligible for tax preferences, grants, and loans for five years.

New Noncompete bills heard

Rep. Stanford’s bill related to noncompetition agreements (HB 2903) had a public hearing in the
Committee on Labor & Workplace Standards Committee on 1/25. Under the bill, an agreement can only
be enforceable if the employer discloses the terms of the agreement in writing to a prospective
employee. And a noncompetition agreement is unreasonable, and void if annual compensation,
excluding benefits, of the employee is less than 5 times the average weekly wage (employees making
less than roughly $300,000/year), or the employee is terminated during a probationary period or
without just cause. A rebuttable presumption is created that any noncompetition over one year is
unreasonable and void. The bill also applies the consumer protection act to violations. The bill has been
scheduled for executive action on 1/29.

The Senate companion bill (SB 6522) has also had a public hearing on 1/25 in the Senate Labor &
Commerce Committee. The Senate bill is sponsored by Sen. Liias and Fain.

The other Senate proposal (SB 6526) sponsored by Sen. Conway was also being heard on 1/25 in the
Commerce & Labor Committee. This bill prohibits noncompetition agreements altogether unless the
person sells all or substantially all of their operating assets of a business entity, division or subsidiary, is a
partner who disassociates from a partnership, or any member whose interest in an LLC is terminated.
Neither Senate bill has been scheduled for executive action to date.

Workplace harassment
The Senate Labor & Commerce Committee heard three bills this week related to sexual harassment in
the workplace. The bills had a public hearing on 1/24:

e SB 5996—prohibits an employer from requiring an employee to sign a nondisclosure agreement
preventing disclosure of sexual harassment or assault and provides that any such nondisclosure
agreement will be deemed void an unenforceable.

e SB6313—provides that certain employment agreements are void and unenforceable unless
they preserve the employee’s right to file a sexual harassment or assault complaint in court.

e SB6471—requires the Human Rights Commission to develop model policies and best practices
to prevent sexual harassment.

Transportation




HB 2201, which would change the way Sound Transit 3 car tab fees are collected, was passed out of the
House with a 60-37 vote on 1/24. The bill would create a market value adjustment program to provide a
credit against the tax that would be due under current law, minus the taxes that would have been due

calculated using the 2006 valuation schedule.
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