Multiple Agency Fiscal Note Summary

Bill Number: 1638 HB

Title: Providing a tax exemption for certain persons providing services for
developmentally disabled persons.

Estimated Cash Receipts

Prepared by: Tristan Wise, OFM

360-902-0546

Final 2/12/2001

Agency Name 2001-03 2003-05 2005-07
GF-State Total GF-State Total GF-State Total
Department of Revenue (2,447,000) (2,447,000) (2,656,000) (2,656,000) (2,763,000) (2,763,000)
[ Total: | (2,447,000)| (2,447,000)| (2,656,000)| (2,656,000)| (2,763,000)| (2,763,000)|
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 1 9,700 9,700 .0 0 0 0 0 0
| Total: | 1] 9,700 | 9,700 | 0] 0| ol .o 0 | 0|
Local Gov. Courts *
Local Gov. Other **
Local Gov. Total
Phone: Date Published:

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

**  See local government fiscal note



Department of Revenue Fiscal Note

Bill Number: 1638 HB Title:  Providing a tax exemption for certain persons| Agency: 140-Department of
providing services for developmentally Revenue
disabled persons.
Part |: Estimates
|:| No Fiscal Impact
Estimated Cash Receipts to:
Fund FY 2002 FY 2003 2001-03 2003-05 2005-07
General Fund-State (1,158,000) (1,289,000) (2,447,000) (2,656,000) (2,763,000)
01 - Taxes 05 - Bus and Occup Tax
Total (1,158,000) (1,289,000) (2,447,000) (2,656,000) (2,763,000)
Estimated Expenditures from:
FY 2002 FY 2003 2001-03 2003-05 2005-07
FTE Staff Years 0.1 0.1
Fund
GF-STATE-State 9,700 9,700
Total 9,700 9,700

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: Mark Matteson

Phone360-786-7145
Phone570-6075

Date: 02/06/2001
Date: 02/08/2001

Agency Preparation: Skeets Johnson

Agency Approval: Don Taylor Phone360-570-6083 Date: 02/08/2001

OFM Review: Tristan Wise Phone360-902-0546 Date: 02/08/2001
Request # 1638-1-1
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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 of the bill provides an exemption from B&O tax for amounts received from the Department of Social ant
services for contracted services for developmental disabilities residential non-facility services.

The bill has an effective date of 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

DSHS indicates that there are currently 57 providers of services that qualify under this proposal. There are an additional
52 providers of these services which are exempt from B&O tax because they are either non-profit or governmental
providers of health services.

Program spending are assumed to increase at a 2% growth rate per DSHS.
AUDIT ASSESSMENTS (Impact resulting from recent audit activity)

There are audits periodically performed on firms providing these services and assessments have been issued. This bill is
not retroactive, so it would not impact any of these assessments.

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

The exemption provided by this proposal would reduce B&O tax revenues by about $1.2 million during FY 2002 and $2.4
million during the 2001-2003 biennium.

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)

A check of DOR records indicates that about 40% of the taxable activity for these services have not been reported in the
most recent year. This result requires a different revenue forecast revision than that on the front of the fiscal not«
shown below.

TOTAL REVENUE IMPACT:

State Government (cash basis, $000):

FY 2002 - $(1,158)
FY2003 - (1,289)
FY2004 - (1,315)
FY2005 -  (1,341)
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FY2006 - (1,368)
FY 2007 -  (1,395)

Revenue Forecast Revision:

FY 2002 - $(694)
FY2003 - (773)
FY 2004 - (789)
FY 2005 -  (805)
FY2006 - (821)
FY2007 - (837)

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.

To implement this legislation the Department will need to amend one rule at a cost of $9,600. The Department will absorb
this cost. However, if this bill and other similar bills pass, the net impact may result in costs above the level the De

can reasonably absorb. In that event, the Department will need additional resources to implement this and the other pieces
of legislation.

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

FY 2002 FY 2003 2001-03 2003-05 2005-07
FTE Staff Years 0.1 0.1
A- 4,000 4,000
B- 1,000 1,000
E- 4,200 4,200
J- 500 500
Total: 9,700 9,700

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
TAX POLICY SPECIALIST 3 538,071 0.1 0.1

Total 0.1 0.1

Part IV: Capital Budget Impact

None

Request # 1638-1-1
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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.

WAC 458-20-168 will be amended. Interested parties will be owners of medical care facilities and adult family homes, the
patients in those homes, the party responsible for the patients, and the Department of Social and Health Services.

Request # 1638-1-1
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LOCAL GOVERNMENT FISCAL NOTE

Department of Community, Trade and Economic Development

disabled persons.

Bill Number: 1638 HB Title: Providing a tax exemption for certain persons providing services for developmentally

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

Legislation Impacts:

|:| Cities:

|:| Counties:

|:| Special Districts:

|:| Specific jurisdictions only:

|:| Variance occurs due to:

Part Il: Estimates

No fiscal impacts
|:| Expenditures represent one-time costs:
|:| Legislation provides local option:

|:| Key variables cannot be estimated with certainty at this time:

Part Ill: Preparation and Approval

Fiscal Note Analyst: John Lindberg Phoney(360) 725-5038 | Date: 02/06/2001
Leg. Committee Contact:Mark Matteson Phone360-786-7145 Date: 02/06/2001
Agency Approval: Val Richey Phone360-725-5036 Date: 02/11/2001
OFM Review: Linda Swanson Phone360-902-0541 Date: 02/12/2001
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Part IV: Analysis
A. SUMMARY OF BILL

Provide a clear, succinct decription of the bill with an emphasis on how it impacts local gover

Section 1: Provides an exemption from B&O tax for amounts received from the Department of Social and Health Services (DSHS) for
contracted services for developmental disabilities residential non-facility services.

EFFECTIVE DATE OF THE PURPOSAL:

July 1, 2001
B. SUMMARY OF EXPENDITURE IMPACTS

Briefly describe and quantify the expenditure impacts of the legislation on local governments, identifying the expenditure pro'
section number, and when appropriate, the detail of expenditures. Delineate between city, county and special district impacts.

None: this is not applicable legislatic
ASSUMPTIONS:

Not Applicable

DATA SOURCES:

Not Applicable

C. SUMMARY OF REVENUE IMPACTS

Briefly describe and quantify the revenue impacts of the legislation on local governments, identifying the revenue provisions
number, and when appropriate, the detail of revenue sources. Delineate between city, county and special district impacts.

None
ASSUMPTIONS:
Not Applicable
DATA SOURCES:

Department of Revenue’s HB 1638 (SB 5302) Fiscal Note
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