We are now wrapping up the fourth week of the legislative session and have now hit our first cutoff date
on 2/2, where all policy bills must pass out of policy committees in order to remain alive for the session.
The next cutoff comes on 2/6, where all fiscal bills must pass out of the fiscal committees in order to
remain alive. Of course, there are exceptions to all cutoffs for bills that are necessary to implement the
budget.

Nationstar

The proposal we have been negotiating with the cities and homeowner advocates (SB 6484/ HB 2057)
was heard in the Senate Financial Institutions & Insurance Committee on 1/25 and passed out of the
committee on 2/1. There have been ongoing discussions with all stakeholders about a path forward on
this proposal. The Community Bankers have expressed their opposition to the bill, so we are trying to
determine what mechanisms would satisfy their concerns. Expect a new draft of a proposal by the
beginning of next week.

State Bank

A proposal that would direct the Department of Commerce to contract with an entity with expertise in
public finance and banking to develop a business plan to establish a publically owned depository (SB
6375) had a hearing in the Senate Ways & Means Committee this week. We have expressed our ongoing
opposition to this bill, and will continue to work so that this proposal does not move forward.

UCIOA

The proposal (SB 6175) which would adopt the uniform common interest ownership act (UCIOA) in
Washington passed out of the Financial Institutions Committee this week. The bill was amended to
include our language, so we are now in a support position, versus an opposed position prior to the
amendment.

Housing
Appraisal fee bills introduced & heard this week

A bill relating to appraisal fee structures (HB 2922) was introduced last week. The bill would modify
provisions relating to appraisal management companies and fees and would set a fee structure in
statute. We worked with other stakeholders, including the WBA and the Community Bankers
Association to oppose the bill. The chair/sponsor was clear that he did not plan to move the bill this
session, but indicated he would like to continue the conversation over the interim. This issue is
something that is anticipated in the future.

Preservation Tax Credit

SB 5182 which creates a preservation property tax credit for low income housing had a hearing on 1/29
and passed out of the Ways & Means Committee on 1/31. The bill has been referred to the Rules
Committee.

Rent control bills are dead

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. The bill was not passed out
of the committee by the 2/2 cutoff, so is dead for this session.



Its companion bill, SB 6400, had a public hearing on 1/30 in the Senate Committee on Financial
Institutions & Insurance. We signed in opposed to the proposal. The bill also did not pass out of the
committee by the cutoff, so is dead.

Budget and Tax Developments

Progressive B&O bill

The proposal to change the state’s business and occupation tax structure (HB 2940, sponsored by the
chair of the Finance Committee, Rep. Lytton) had a hearing 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 If the margin is over $1 million, imposes a surcharge 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.

The bill was heard on 1/30 and has been scheduled for executive action on 2/5.

Capital gains proposal

Rep. Lytton also introduced a bill this week (HB 2967) that would impose a seven-percent capital gains
tax on the sale or exchange of long-term capital assets or other capital gains realized by a taxpayer. The
bill has certain exclusions including:

e Residential dwellings;
Assets in retirement savings accounts;
Certain Livestock held for more than 12 months;
e (Certain agricultural land;
e Property used in a trade or business if the property qualifies for an income tax deduction; and
e Timber, timberland, or gains derived from real estate investment trusts.
The bill had been scheduled for a public hearing in the Finance Committee next week, but was removed
from the agenda.

Labor issues
New Noncompete bills heard

Rep. Stanford’s bill related to noncompetition agreements (HB 2903) passed out of the the Committee
on Labor & Workplace Standards Committee on 2/1. The bill was not amended by the committee. The
proposal would state that, 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 passed on a party line vote.

A Senate noncompete bill (SB 6522) passed out of the Senate Labor & Commerce Committee on 2/1.
The committee amended the bill:

e Establishes conditions in which a noncompete agreement is enforceable and make certain

e Creates a presumption that an agreement for one year or longer is void and unenforceable;

e Provides that attempts to enforce an unenforceable agreement is a Consumer Protection Act
violation.

The other Senate proposal (SB 6526) also passed out of the Commerce & Labor Committee on 2/1. The
bill was amended to only apply to hourly employees, so any contract that restrains such employees from
engaging in that provision is void and unenforceable.

Workplace harassment

The Senate Labor & Commerce Committee moved three bills related to sexual harassment in the
workplace on 1/29:

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. The committee amended the bill to exclude
HR staff.

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.
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