Multiple Agency Fiscal Note Summary

Bill Number: 1702 S HB

Title: Public utility tax, counties

Estimated Cash Receipts

NONE
Agency Name I 2025-27 2027-29 2029-31
GF- State Total GF- State Total GF- State Total
Local Gov. Total
Local Gov. Courts
Loc School dist-SPI
Local Gov. Other Non-zero but indeterminate cost and/or savings. Please see discussion.
Estimated Operating Expenditures
Agency Name 2025-27 2027-29 2029-31
FTEs | GF-State | NGF-Outlook | Total FTEs | GF-State NGF-Outlook Total FTEs GF-State NGF-Outlook Total
Department of 0 0 0 0 0 0 0 0 0 0 0
Revenue
| Total | 00] 0] 0 | of oo 0] 0] o] oo0] 0] 0]
Agency Name 2025-27 2027-29 2029-31
FTEs | GF-State Total FTEs | GF-State Total FTEs | GF-State Total
Local Gov. Total
Local Gov. Courts
Loc School dist-SPI
Local Gov. Other Non-zero but indeterminate cost and/or savings. Please see discussion.
Estimated Capital Budget Expenditures
Agency Name 2025-27 2027-29 2029-31
FTEs Bonds Total FTEs Bonds Total FTEs Bonds Total
Department of Revenue .0 0 0 .0 0 0 .0 0 0
| Total §| 00| 0| o] o0 0] o] 00 0] 0]
Agency Name 2025-27 2027-29 2029-31
FTEs | GF-State Total FTEs | GF-State Total FTEs | GF-State Total

Local Gov. Courts

Loc School dist-SPI

Local Gov. Other

Non-zero but indeterminate cost and/or savings. Please see discussion.

Local Gov. Total |

Estimated Capital Budget Breakout
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Department of Revenue Fiscal Note

Bill Number: 1702 S HB Title:  Public utility tax, counties

Agency:

140-Department of Revenue

Part I: Estimates
No Fiscal Impact

Estimated Cash Receipts to:
NONE

Estimated Expenditures from:

NONE

Estimated Capital Budget Impact:
NONE

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 I1.

Check applicable boxes and follow corresponding instructions:

— form Parts I-V.

Capital budget impact, complete Part IV.

Requires new rule making, complete Part V.

If fiscal impact is greater than $50,000 per fiscal year in the current biennium or in subsequent biennia, complete entire fiscal note

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).

Legislative Contact: ~ Tracey Taylor Phon&60-786-7152 Date: 02/27/2025
Agency Preparation:  Diana Tibbetts Phon&60-534-1520 Date: 03/04/2025
Agency Approval: Marianne McIntosh Phon&60-534-1505 Date: 03/04/2025
OFM Review: Megan Tudor Phong360) 890-1722 Date: 03/12/2025
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Part II: Narrative Explanation

I1. A - Brief Description Of What The Measure Does That Has Fiscal Impact

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

Note: This fiscal note reflects language in SHB 1702, 2025 Legislative Session.

COMPARISON OF SUBSTITUTE BILL WITH ORIGINAL BILL:

- The substitute bill limits the county public utility (PU) tax to consumers in the unincorporated areas of the county.

- A county imposing the tax must use 0.2% of the revenue it receives from the tax exclusively to assist low-income residents
with utility costs.

- Any taxes collected by a utility in compliance with the local PU tax will not be subject to the state PU tax.

CURRENT LAW:

The state imposes public utilities tax on gross income generated from the utility operations of both publicly and privately
owned companies. The PU tax replaces the state's business and occupation (B&O) tax for public service companies. State
public utility categories are taxed at varying rates.

TAX RATE CATEGORY

5.029% Water Distribution

3.8734% Power

3.852% Telegraph, natural gas, and sewerage collection
0.642% Urban transportation & watercraft under 65'

1.3696% Log transportation

1.926% Railroad, railroad car, motor transportation, and other

Cities and towns can impose a local public utility B&O tax. Voter approval is required, and the rate is limited to 6%.

PROPOSAL:

This legislation allows counties to impose a local PU tax on utility services to consumers in areas of the unincorporated
county. The tax rate is limited to 3%. Counties can allow for certain exemptions for utility sales to businesses, but not
residential utility sales unless business customers are also exempt.

Counties must use 0.2% of PU tax revenues to assist low-income residents with utility costs. Cable, electric power, gas,
sewer, solid waste, telephone, and water are utilities included in taxation. Any taxes collected by a utility in compliance with
the local PU tax are exempt from the state PU tax.

This bill creates a new chapter in RCW 36.

EFFECTIVE DATE:
The bill takes effect 90 days after the final adjournment of the session.

I1. B - Cash receipts Impact

Cash receipts impact of the legislation on the responding agency with the cash receipts provisions identified by section number and when appropriate,
the detail of the revenue sources. Description of the factual basis of the assumptions and the method by which the cash receipts impact is derived.
Explanation of how workload assumptions translate into estimates. Distinguished between one time and ongoing functions.

ASSUMPTIONS:
Counties will administer this local PU Tax and not the Department of Revenue (department).
REVENUE ESTIMATES:
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This legislation results in no revenue impact on taxes administered by the department.
I1. C - Expenditures

Agency expenditures necessary to implement this legislation (or savings resulting from this legislation), with the provisions of the legislation that result in
the expenditures (or savings) identified by section number. Description of the factual basis of the assumptions and the method by which the expenditure
impact is derived. Explanation of how workload assumptions translate into cost estimates. Distinguished between one time and ongoing functions.

ASSUMPTIONS:
- The department will not collect or administer county-imposed PU taxes.

COSTS:
- The department will not incur any costs with the implementation of this legislation.

Part I1I: Expenditure Detail
III. A - Expenditures by Object Or Purpose

NONE

IIL. B - Detail: FTEs listed by classification and corresponding annual compensation. Totals agree with total FTEs in Part I and Part ITIA.

NONE

I11. C - Expenditures By Program (optional)
NONE

Part I'V: Capital Budget Impact
IV. A - Capital Budget Expenditures

NONE

IV. B - Expenditures by Object Or Purpose
NONE

IV. C - Capital Budget Breakout

Acquisition and construction costs not reflected elsewhere on the fiscal note and description of potential financing methods.

NONE

Part V: New Rule Making Required
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LOCAL GOVERNMENT FISCAL NOTE Revised

Department of Commerce

Bill Number: 1702 S HB Title: Public utility tax, counties

Part I: Jurisdiction-Location, type or status of political subdivision defines range of fiscal impacts.

Legislation Impacts:

|:| Cities:

Counties: revenue increase, expenditure increase for counties imposing the tax
|:| Special Districts:

|:| Specific jurisdictions only:

|:| Variance occurs due to:

Part II: Estimates

|:| No fiscal impacts.
|:| Expenditures represent one-time costs:
Legislation provides local option:  counties can impose an additional public utility tax

Key variables cannot be estimated with certainty at this time: if an election will be required, election costs, what public utility
services counties provide

Estimated revenue impacts to:

| Non-zero but indeterminate cost and/or savings. Please see discussion. |

Estimated expenditure impacts to:

| Non-zero but indeterminate cost and/or savings. Please see discussion. |

Part I1I: Preparation and Approval

Fiscal Note Analyst: Tammi Alexander Phone: 360-725-5038 Date:  03/06/2025

Leg. Committee Contact: Tracey Taylor Phone: 360-786-7152 Date:  02/27/2025

Agency Approval:  Allan Johnson Phone: 360-725-5033 Date:  03/06/2025

OFM Review: Megan Tudor Phone: (360) 890-1722 Date:  03/12/2025
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Part I'V: Analysis
A. SUMMARY OF BILL

Description of the bill with an emphasis on how it impacts local government.

Note: This fiscal note reflects language in SHB 1702, 2025 Legislative Session.
CHANGES BETWEEN THIS VERSION AND PREVIOUS BILL VERSION:

The substitute bill requires that 0.2 percent of the county Public Utility tax (PUT) revenues be used for utility assistance
for low-income residents. The substitute bill also clarifies that the county PUT applies only to unincorporated areas of the
county and that the state PUT may not be imposed on the taxes collected by a county PUT.

SUMMARY OF CURRENT BILL:

This bill allows counties to impose a local Public Utility tax. The tax rate is limited to 3%. Counties can allow for certain
exemptions for utility sales to businesses, but not residential utility sales.
Taxable utilities include cable, electric power, gas, sewer, solid waste, telephone, and water.

B. SUMMARY OF EXPENDITURE IMPACTS

Expenditure impacts of the legislation on local governments with the expenditure provisions identified by section number and when
appropriate, the detail of expenditures. Delineated between city, county and special district impacts.

CHANGES IN EXPENDITURE IMPACTS BETWEEN THIS VERSION AND PREVIOUS BILL VERSION:

The substitute bill requires that 0.2 percent of the county PUT revenues be used for utility assistance for low-income
residents. This does not change the operating costs created by the original bill, only how the revenue must be used.

EXPENDITURE IMPACTS OF CURRENT BILL:

By itself, the authority granted in this resolution has no fiscal impact; however, it is likely that one or more counties will
attempt to implement these provisions. In these circumstances the fiscal impacts are indeterminate.

For those jurisdictions choosing to impose the additional tax, there would be an increase county expenditures due to the
costs of administering a new county tax and due to the costs of adopting the ordinance or resolution imposing the tax.
Since it is unknown which counties will impose the tax, these costs cannot be estimated.

The Department of Revenue assumes that counties will administer this local public utility tax. The costs to administer are
unknown and are expected to be higher initially, and then to be offset by incoming revenue in subsequent years.

C. SUMMARY OF REVENUE IMPACTS

Revenue impacts of the legislation on local governments, with the revenue provisions identified by section number, and when
appropriate, the detail of revenue sources. Delineated between city, county and special district impacts.

CHANGES IN REVENUE IMPACTS BETWEEN THIS VERSION AND PREVIOUS BILL VERSION:
NONE
REVENUE IMPACTS OF CURRENT BILL:

By itself, the authority granted in this resolution has no fiscal impact; however, it is likely that one or more counties will
attempt to implement these provisions. In these circumstances the fiscal impacts are indeterminate.
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This bill is expected to create revenue for counties that choose to impose the additional tax on utilities providers located
within that county.

SOURCES:
Department of Revenue fiscal note, SHB 1702 (2025)
House Bill Report, HB 172, Finance Committee (02/26/25)
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