Multiple Agency Fiscal Note Summary

Bill Number: 5611 SB

Title: Disabled persons/employment

Estimated Cash Receipts

360-902-0561

Agency Name 2001-03 2003-05 2005-07
GF-State Total GF-State Total GF-State Total
Department of Revenue (48,985,865) (48,985,865) (21,797,538) (21,797,538) (16,875,514) (16,875,514)
[ Total: |  (48,985,865)] (48,985,865)| (21,797,538)| (21,797,538)| (16,875,514)| (16,875,514)|
Local Gov. Courts *
Local Gov. Other **
Local Gov. Total
Estimated Expenditures
Agency Name 2001-03 2003-05 2005-07
| _ FTEs| GF-State Total FTEs| GF-State Total FTEs| GF-State Total
Department of Revenue| 2.4 274,200 274,200 2.3 244,500 244,500 2.3 243,800 243,800
Department of Social 63.6 7,208,292 7,208,292 9.9 1,072,258 1,072,258 9.9 1,036,258 1,036,258
and Health Services
Department of Services 3.7 407,075 407,075 1.0 113,226 113,226 1.0 110,226 110,226
for the Blind
| Total: | 69.7]| 7,889,567 7,889,567 | 13.2| 1,429,984 1,429,984 | 13.2| 1,390,284 1,390,284
Local Gov. Courts *
Local Gov. Other **
Local Gov. Total
Prepared by: Monica Jenkins, OFM Phone: Date Published:

Final 2/27/2001

*  See Office of the Administrator for the Courts judicial fiscal note

**  See local government fiscal note



Department of Revenue Fiscal Note

Bill Number: 5611 SB Title:  Disabled persons/employment Agency:  140-Department of
Revenue
Part I. Estimates
|:| No Fiscal Impact
Estimated Cash Receipts to:
Fund FY 2002 FY 2003 2001-03 2003-05 2005-07
General Fund-State (25,782,034) (23,203,831) (48,985,865) (21,797,538) (16,875,514)
01 - Taxes 05 - Bus and Occup Tax
Total (25,782,034) (23,203,831) (48,985,865) (21,797,538) (16,875,514)
Estimated Expenditures from:
FY 2002 FY 2003 2001-03 2003-05 2005-07
FTE Staff Years 2.4 2.3 2.4 2.3 2.3
Fund
General Fund-State 148,800 125,400 274,200 244,500 243,800
Total 148,800 125,400 274,200 244,500 243,800

The cash receipts and expenditure estimates on this page represent the most likely fiscal impact. Factors impacting the precision of these estimates,
and alternate ranges (if appropriate), are explained in Part Il.

Check applicable boxes and follow corresponding instructions:

If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
form Parts I-V.

|:| If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I).

|:| Capital budget impact, complete Part IV.

|:| Requires new rule making, complete Part V.

Legislative Contact: David Schumacher

Phone(360)786-7474 Date: 01/29/2001
Phone570-6195 Date: 02/07/2001

Agency Preparation: Van Huynh

Agency Approval: Don Taylor Phone360-570-6083 Date: 02/07/2001

OFM Review: Tristan Wise Phone360-902-0546 Date: 02/07/2001
Request # 5611-1-1

Form FN (Rev 1/00) 1 Bill # 5611 SB



Part Il: Narrative Explanation

II. A - Brief Description Of What The Measure Does That Has Fiscal Impact

Briefly describe, by section number, the significant provisions of the bill, and any related workload or policy assumptions, that have revenue or
expenditure impact on the responding agency.

Sec.1 of the bill entitles an employer to a B&O tax credit for the employment of people with "significant disabilities."
"Significant disability" is defined as a severe physical or mental impairment that seriously limits one or more functional
capacities such as, but not limited to, mobility, communication, self-care, self-direction, interpersonal skills, work
tolerance, or work skills, in terms of an employment outcome, as determined by the Division of Vocational Rehabilitation
or the Department of Services for the Blind.

The amount of tax credit an employer can claim is dependent on the number of hours the eligible person has been
employed for a given tax year. There is a cap of $1,000 on the amount that may be claimed for a maximum of two tax
years for each eligible person employ

Sec.2 indicates that this bill will be named the Jose "Pepe" Lladr act.

Sec.3 indicates that this bill will be effective July 1, 2001.
Il. B - Cash receipts Impact

Briefly describe and quantify the cash receipts impact of the legislation on the responding agency, identifying the cash receipts provisions by section
number and when appropriate the detail of the revenue sources. Briefly describe the factual basis of the assumptions and the method by which the
cash receipts impact is derived. Explain how workload assumptions translate into estimates. Distinguish between one time and ongoing functions.

ASSUMPTIONS/DATA SOURCES

Data were provided by the Washington Interactive Labor Market Access (WILMA), the National Institute on Disability &
Rehabilitation Research, and the Employment Security Department.

Because the language of the bill is not specific and because of a lack of specific data in the literature, various assumptions
had to be made relating to the number of potential employees for whom the credit would apply.

These estimates assume:

WA total employment is 2,477,285 (government employees excluded, since govt. pays ho B&O tax).

215,524 (8.7 percent of the total employment) have severe disabilities*.

Only 26.1 percent of those with severe disabilities are employed.

The typical eligible employee works between 500 and 1,000 hours per year (20 hours per week).

Turnover of this eligible group is 30%.

An employer may claim an annual tax credit for an eligible employee for a maximum of two tax years. However, if that
employee is later employed by a different employer, that new employer also qualifies for the credit for a maximum of two
years. Also, the previous employer cannot rehire the same employee and claim the credit, regardless of whetf

year cap was previously reached or

Employers will have enough B&O tax due to claim the full amount of credit entitled.

The bill applies to hiring done after the effective date of July 1, 2001.

The bill applies to eligible employees currently employed. However, the hour accumulation (for the credit) for these
employees starts from the effective date of the bill. For example, eligible employees who are currently employed cannot
use the hours they have accumulated up to this point (effective date) because the bill was not effective during that time.

*Severe disability is defined as being unable to perform one or more functional activities; need personal assistan

ADL (activities of daily living); use a wheelchair; a long-term user of a cane, crutches, or a walker; has a developmental
disability or Alzheimer's disease; unable to do housework; receiving federal disability benefits; 16 to 67 years old and
unable to work at a job or business.

Request # 5611-1-1
Form FN (Rev 1/00) 2 Bill # 5611 SB



AUDIT ASSESSMENTS (Impact resulting from recent audit activity)

Not applicable

CURRENTLY REPORTING TAXPAYERS (Impact for taxpayers who are known or estimated to be currently paying the
tax in question)

WA employers together will have a credit of $25.8 million for FY 2002 and $48.9 million for the 2001-2003 biennium.
The large initial amount of credit in the first three years is attributable to credits taken for disabled employees who are
currently working.

TAXPAYERS NOT CURRENTLY REPORTING (Although some taxpayers may not now be paying the tax in question,
some of them will become aware of their liability in the future, as a result of normal enforcement activities or education
programs by the Department. The impact for such taxpayers is based on the Department's studies of average tax
compliance)

Not applicable

TOTAL REVENUE IMPACT:

State Government (cash basis, $000):

FY 2002 - $(25,782.0)
FY2003 - (23,203.8)
FY2004 - (13,359.8)
FY2005 -  (8,437.8)
FY2006 -  (8,437.8)
FY2007 -  (8,437.8)

Local Government, if applicable (cash basis, $000): None.
II. C - Expenditures

Briefly describe the agency expenditures necessary to implement this legislation (or savings resulting from this legislation), identifying by section
number the provisions of the legislation that result in the expenditures (or savings). Briefly describe the factual basis of the assumptions and the
method by which the expenditure impact is derived. Explain how workload assumptions translate into cost estimates. Distinguish between one time
and ongoing functions.

The Department will incur costs of approximately $148,800 in FY 2002 to implement this legislation. These costs include:

0.1 FTE at an ITAS 4 level. Additional programming time will be necessary to program a new code for the B&O credit
authorized in this legislation.

2.32 FTE at a Revenue Auditor 2 level. Additional audit time will be necessary to verify the B&O credit authorized in this
legislation. The Department estimates that approximately 960 of the regularly completed audits each year will be of
businesses that employ persons with disabilities and are taking the credit authorized in this legislation. Additional time will
be necessary in these audits to verify the B&O credit because auditors will need to examine employment records, which is
not an area auditors currently examine.

The Department will also incur ongoing costs of approximately $125,400 in FY 2003, and $244,00 in both the 2003-05 and
2005-07 biennia. These costs include audit time as described above.

Unless the Department receives an appropriation to cover the expenditure impact, the Department may not be able to fully
implement this legislation.

Request # 5611-1-1
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Part Ill: Expenditure Detall

lll. A - Expenditures By Object Or Purpose

FY 2002 FY 2003 2001-03 2003-05 2005-07
FTE Staff Years 2.4 2.3 2.4 2.3 2.3
A- 91,700 86,400 178,100 172,800 172,800
B- 23,900 22,500 46,400 45,000 45,000
E- 13,600 13,000 26,600 26,000 26,000
G- 3,500 3,500
J- 19,600 19,600 700
Total: 148,800 125,400 274,200 244,500 243,800
lll. B - FTE Detail: List FTEs by classification and corresponding annual compensation. Totals need to agree with total FTEs in Part |
and Part Il1A.
Job Classification Salary | FY 2002 FY 2003 2001-03 2003-05 2005-07
INFO TECH APP SPEC 4 52,611 0.1 0.1
REVENUE AUDITOR 2 37,232 2.3 2.3 2.3 2.3 2.3
Total 2.4 2.3 2.4 2.3 2.3
Part IV: Capital Budget Impact
None
Part V: New Rule Making Required
Identify provisions of the measure that require the agency to adopt new administrative rules or repeal/revise existing rules.
None
Request # 5611-1-1
Bill # 5611 SB

Form FN (Rev 1/00)



Individual State Agency Fiscal Note

Bill Number: 5611 SB Title:  Disabled persons/employment Agency:  300-Dept of Social and
Health Services

Part |: Estimates
|:| No Fiscal Impact

Estimated Cash Receipts to:

Fund
Total
Estimated Expenditures from:
FY 2002 FY 2003 2001-03 2003-05 2005-07

FTE Staff Years 89.6 37.3 63.6 9.9 9.9
Fund
General Fund-State 001-1 5,156,864 2,051,428 7,208,292 1,072,258 1,036,258

Total $5,156,864 $2,051,428 $7,208,292 $1,072,258 $1,036,258

The cash receipts and expenditure estimates on this page represent the most likely fiscal impact. Factors impacting the precision of these estimates,
and alternate ranges (if appropriate), are explained in Part Il.

Check applicable boxes and follow corresponding instructions:

If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
form Parts I-V.

|:| If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I).

|:| Capital budget impact, complete Part IV.

Requires new rule making, complete Part V.

Legislative Contact: David Schumacher Phone(360)786-7474 Date: 01/29/2001
Agency Preparation: Dave Sutherland Phone:360-902-8059 Date: 01/29/2001
Agency Approval:  Stan Marshburn Phone360-902-8181 Date: 02/09/2001
OFM Review: Tom Lineham Phone360-902-0543 Date: 02/27/2001
Request # 01-5611-1

Form FN (Rev 1/00) 1 Bill # 5611 SB



Part Il: Narrative Explanation

II. A - Brief Description Of What The Measure Does That Has Fiscal Impact

Briefly describe, by section number, the significant provisions of the bill, and any related workload or policy assumptions, that have revenue or
expenditure impact on the responding agency.

Section 1
Based on number of hours worked, authorizes and specifies a graduated tax credit up to $1,000 for a maximum

for employers who hire persons assessed by the Division of Vocational Rehabilitation or Department of Services for the
Blind as having significant disabilities.

Authaorizes clients to receive determinations for purposes of the tax credit without applying to become a client for other
services.

Il. B - Cash receipts Impact

Briefly describe and quantify the cash receipts impact of the legislation on the responding agency, identifying the cash receipts provisions by section
number and when appropriate the detail of the revenue sources. Briefly describe the factual basis of the assumptions and the method by which the
cash receipts impact is derived. Explain how workload assumptions translate into estimates. Distinguish between one time and ongoing functions.

No impact for DSHS, however, this bill would result in decreased tax reve

DVR eligibility determination services are not eligible for use as match for obtaining federal funds.
Il. C - Expenditures

Briefly describe the agency expenditures necessary to implement this legislation (or savings resulting from this legislation), identifying by section
number the provisions of the legislation that result in the expenditures (or savings). Briefly describe the factual basis of the assumptions and the
method by which the expenditure impact is derived. Explain how workload assumptions translate into cost estimates. Distinguish between one time
and ongoing functions.

The Office of Financial Management projects working age population aged 18-65 for 2001 to be 3,770,266. According to
US Census data, 17.6% of the working age population are individuals with disabilities. Using that assumption, 663,567
persons of disability are of working age.

Approximately 40% of the working age population for persons of disability are employed. This means approx. 265,427
persons of disability may need determination of significant disability. It is roughly estimated that 229,594 (86.5%) will
come to DVR and the remainder to Dept. of Services for the Blind. DVR estimates that evaluations and record reviews
will average 1 hour per applicant.

We also know 6% of the working age population, or 226,216 are persons with a significant disability. The employment
rate for significantly disabled person is approx. 30% and, therefore, approx. 67,865 persons could qualify for tax credit.

Note: Source of data is from the State Population Survey (SPS) 1998 and OFM's projections

Request # 01-5611-1
Form FN (Rev 1/00) 2 Bill # 5611 SB



Part Ill: Expenditure Detail
lll. A - Expenditures By Object Or Purpose

FY 2002 FY 2003 2001-03 2003-05 2005-07
FTE Staff Years 89.6 37.3 63.6 9.9 9.9
A-Salaries and Wages 3,685,529 1,513,936 5,199,465 801,870 801,870
B-Employee Benefits 958,237 393,623 1,351,860 208,486 208,486
C-Personal Service Contracts
E-Goods and Services 447,924 74,648 522,572 51,364 15,364
G-Travel 12,065 12,810 24,875 1,950 1,950
J-Capital Outlays
M-Inter Agency/Fund Transfers
N-Grants, Benefits & Client Servic
P-Debt Service
S-Interagency Reimbursements
T-Intra-Agency Reimbursements 53,109 56,411 109,520 8,588 8,588
Total: $5,156,864 $2,051,428 $7,208,292 $1,072,258 $1,036,258
lll. B - FTE Detail: List FTEs by classification and corresponding annual compensation. Totals need to agree with total FTEs in Part |
and Part lllA.
Job Classification Salary | FY 2002 FY 2003 2001-03 2003-05 2005-07
Accountant 2 35,400 2 3 3 3 3
Fiscal Program Manager 51,000 1 1
Program Manager 60,108 .6 4 .5 3 3
Secretary Senior 29,928 5 4 5 .3 3
Voc Rehabilitation Counselor 41,064 88.2 36.2 62.2 9.0 9.0
Total 89.6 37.3 63.6 9.9 9.9

Part IV: Capital Budget Impact

None

Part V: New Rule Making Required

Identify provisions of the measure that require the agency to adopt new administrative rules or repeal/revise existing rules.

Rules would have to be rewritten to allow eligibility determinations to be made under special circumstances requiring

evaluations without application for further services. A parallel process must be in place so as to clearly separate and protect
the federally funded activities of the department.

01-5611-1
5611 SB

Request #

Form FN (Rev 1/00) 3 Bill #



Individual State Agency Fiscal Note

Bill Number: 5611 SB Title:  Disabled persons/employment Agency:  315-Dept of Services for
the Blind
Part I. Estimates
|:| No Fiscal Impact
Estimated Cash Receipts to:
Fund
Total
Estimated Expenditures from:
FY 2002 FY 2003 2001-03 2003-05 2005-07
FTE Staff Years 4.7 2.5 3.7 1.0 1.0
Fund
General Fund-State 001-1 277,639 129,436 407,075 113,226 110,226
Total $277,639 $129,436 $407,075 $113,226 $110,226

The cash receipts and expenditure estimates on this page represent the most likely fiscal impact. Factors impacting the precision of these estimates,
and alternate ranges (if appropriate), are explained in Part Il.

Check applicable boxes and follow corresponding instructions:

If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note
form Parts I-V.

|:| If fiscal impact is less than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete this page only (Part I).

|:| Capital budget impact, complete Part IV.

|:| Requires new rule making, complete Part V.

Legislative Contact: David Schumacher

Phone(360)786-7474
Phone360-586-1247

Date: 01/29/2001
Date: 02/26/2001

Agency Preparation: Peter Campbell

Agency Approval: Peter Campbell Phone360-586-1247 Date: 02/26/2001

OFM Review: Tom Lineham Phone360-902-0543 Date: 02/27/2001
Request # dsb1-2-2

Form FN (Rev 1/00) 1 Bill # 5611 SB



Part Il: Narrative Explanation

II. A - Brief Description Of What The Measure Does That Has Fiscal Impact

Briefly describe, by section number, the significant provisions of the bill, and any related workload or policy assumptions, that have revenue or
expenditure impact on the responding agency.

This bill requires Services for the Blind to assess individuals to determine if they are severly disable. We estimate that 1
hour of staff time would be the average time needed per applicant.

Il. B - Cash receipts Impact

Briefly describe and quantify the cash receipts impact of the legislation on the responding agency, identifying the cash receipts provisions by section
number and when appropriate the detail of the revenue sources. Briefly describe the factual basis of the assumptions and the method by which the
cash receipts impact is derived. Explain how workload assumptions translate into estimates. Distinguish between one time and ongoing functions.

Il. C - Expenditures

Briefly describe the agency expenditures necessary to implement this legislation (or savings resulting from this legislation), identifying by section
number the provisions of the legislation that result in the expenditures (or savings). Briefly describe the factual basis of the assumptions and the

method by which the expenditure impact is derived. Explain how workload assumptions translate into cost estimates. Distinguish between one time
and ongoing functions.

Part Ill: Expenditure Detail
lll. A - Expenditures By Object Or Purpose

FY 2002 FY 2003 2001-03 2003-05 2005-07
FTE Staff Years 4.7 2.5 3.7 1.0 1.0
A-Salaries and Wages 188,134 100,536 288,670 86,256 86,256
B-Employee Benefits 48,210 25,700 73,910 21,270 21,270
C-Personal Service Contracts
E-Goods and Services 40,000 2,500 42,500 5,000 2,000
G-Travel 1,295 700 1,995 700 700
J-Capital Outlays
M-Inter Agency/Fund Transfers
N-Grants, Benefits & Client Servic
P-Debt Service
S-Interagency Reimbursements
T-Intra-Agency Reimbursements
Total: $277,639 $129,436 $407,075 $113,226 $110,226
lll. B - FTE Detail: List FTEs by classification and corresponding annual compensation. Totals need to agree with total FTEs in Part |
and Part llIA.
Job Classification Salary | FY 2002 FY 2003 2001-03 2003-05 2005-07
Office Assistant Senior 28,560 1.0 5 8
Voc Rehab Lead Counselor 43,128 3.7 2.0 2.9 1.0 1.0
Total 4.7 2.5 3.7 1.0 1.0

Part IV: Capital Budget Impact

Part V: New Rule Making Required

Identify provisions of the measure that require the agency to adopt new administrative rules or repeal/revise existing rules.

Rules would need to be written to allow eligibility determinations to be made knowing there will be no application for
services.

Request #
Bill #
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