The fiscal cut off was 2/6 where bills with fiscal impact had to be passed out of the fiscal committees.
We have moved into our second cutoff date, where all bills must be considered and pass their House of
Origin by 2/14. Of course, there are exceptions to all cutoffs for bills that are necessary to implement
the budget.

Nationstar
Regular negotiations continued this week as we moved closer to coming to a product to agree to. The
current draft of the proposal includes the following pieces:

e A mechanism through current nuisance abatement processes (city, county and town) where a
municipality may identify whether a property is abandoned. If determined, the municipality may
contact the financial institution to grant broad access to abate the nuisance and secure the
property. If the financial institution does not act, the municipality may go through current
abatement processes, and may take an unlimited priority lien on the property to recoup those
expenses.

e A mechanism where a financial institution can contact a municipality to request a determination
of abandonment in order to gain access. The municipality must respond to this request.

e A mechanism where municipalities may contact an institution that owns bank-owned property
and request abatement of a nuisance. If the financial institution does not act, the municipality
may go through current abatement processes, and may take an unlimited priority lien on the
property to recoup those expenses.

There is a hearing on this substitute version in the Senate Financial Institutions & Insurance Committee
on 2/15.

Housing

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.

Source of Income Discrimination

The proposal to prohibit landlords from discriminating against tenants based on a person’s source of
income (HB 2578/SB 5407) passed the House (with a vote of 61 to 37) and the Senate (with a vote of 33
to 14) this week.

Budget and Tax Developments
Omnibus tax bill introduced in the Senate

A proposal was introduced (SB 6609) this week in the Senate that would modify several tax provisions:

e Repeal the sales and use tax exemption for candy;

o Narrow the nonresident sales and use tax exemption;

Limit the trade-in exclusion;

Narrow the sales tax exemption for certain fertilizers, sprays, and washes;
Reduce the estate tax threshold;

Impose a graduated real estate excise tax;

e Impose a carbonated beverage tax;

e Impose a luxury tax on high-value passenger motor vehicles; and



e Use the revenues to offset the state property tax.

The bill has not been scheduled for a hearing to date.
Bill to create tax expenditure budget

A proposal to require tax expenditures to be accounted for in a separate tax expenditure budget as part
of the biennial budget adoption process (SB 5513) passed out of the Ways & Means Committee on 2/6.
The committee amended the bill to require the outlook to explicitly indicate foregone state revenues
from discretionary tax preferences and the expenditure impact of continuing the preferences, and to
require a detailed list of discretionary tax preferences to be prominently posted on the webpages of the
Forecast Council, Governor, and OFM. The bill passed on a party line vote and was pulled out of the
Rules committee on 2/8.

Bill to require JLARC to calculate effective tax rates

HB 5847 would require the Joint Legislative Audit Review Committee (JLARC) to also calculate effective
tax rate for industry groups benefiting from a tax preference as part of the review process. The bill
passed out of the Ways & Means Committee on 2/6. The committee amended the bill to also require a
review of the senior citizen property tax relief, and clarify that a taxpayer may not claim a new tax
preference if they do not properly report the tax savings from the new tax preference.

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 public hearing on 1/30 and passed out of the
committee on 2/5. 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 Ifthe margin is less than $250,000 the tax liability is zero;

o Ifthe 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%.

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

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

The bill passed on a party line vote and has been referred to the Appropriations Committee.

Capital gains and property tax reduction 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 would also set up a process to use the capital gains revenues to reduce property tax rates. The bill
has certain exclusions including:

e Residential dwellings;



Assets in retirement savings accounts;

Certain Livestock held for more than 12 months;

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 on 2/16.

Labor issues
Noncompete bills heard

Rep. Stanford’s bill related to noncompetition agreements (HB 2903) passed out of the Committee on
Labor & Workplace Standards Committee on 2/1 and has been referred to Rules. 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 and is
currently being negotiated to address the concerns of stakeholders.

A Senate noncompete bill (SB 6522) passed out of the Senate Labor & Commerce Committee on 2/1.
The bill was then referred to the Ways & Means Committee but did not receive a hearing so is likely
dead for the session. The policy 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 and
has been referred to the Rules Committee. 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. The bill unanimously passed the Senate on 2/8.

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. The
bill is in the Rules Committee.

e SB6471—requires the Human Rights Commission to develop model policies and best practices
to prevent sexual harassment. The bill also passed the Senate unanimously on 2/8.
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