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Why a JLARC Study of Streamlined Sales Tax
Mitigation?

In 2007, the Legislature enacted legislation (SSB 5089) to conform
Washington’s tax laws to the Streamlined Sales and Use Tax Agreement
(SSUTA). The SSUTA is a multistate compact intended to simplify and
standardize state tax laws and facilitate sales tax collection on interstate

transactions. The Legislature also enacted provisions to mitigate the
negative impacts this legislation had on local taxing jurisdictions.

In this same legislation, the Legislature directed the Joint Legislative Audit
and Review Committee (JLARC) to review these mitigation provisions in
2010. The purpose of this study is to determine the extent to which these
mitigation provisions compensate local jurisdictions that experienced a
loss in local sales tax revenue.

Streamlined Sales Tax Impacts Local Jurisdictions

Washington became a full member of the SSUTA on July 1, 2008.
Membership impacted the local sales tax collections of 364 local taxing
jurisdictions, which include cities, counties, and transit districts. SSUTA
membership had two primary effects on local sales tax collections:

1. Membership brings in new sales tax revenue from out-of-state retailers
that had registered under the SSUTA. These retailers agreed to collect
and remit sales tax on interstate sales to SSUTA member states. Since
these retailers voluntarily register under the SSUTA, the sales tax they
remit is known as voluntary compliance revenue.

2. Membership required changes to Washington’s sales tax sourcing laws.
Sourcing laws determine the taxable location of a sale and which
jurisdiction receives local sales tax. Prior to the SSUTA, Washington
retailers sourced sales based on a delivery’s point of origin. For
example, a couch delivered from a warehouse in Kent to a home in
Seattle was sourced to Kent, and Kent received the local sales tax. In
contrast, full members of the SSUTA must use the destination of a sale
as the sales tax source. Thus, Seattle now receives local sales tax for the
same transaction.

While the new voluntary compliance revenue benefited all local taxing
jurisdictions, the change in sourcing laws shifted the distribution of local
sales tax around the state. This shift meant that some local jurisdictions
experienced a net gain or loss in sales tax revenue.
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Report Summary

Legislature Enacted Provisions to Mitigate Negative Impacts to
Local Jurisdictions

The Legislature enacted provisions to mitigate the loss some jurisdictions experienced due to the
change in sourcing laws. The Legislature directed the Department of Revenue to determine each
local jurisdiction’s losses by comparing businesses’ tax return data from before and after the
sourcing change. These losses are reduced by any voluntary compliance revenue a jurisdiction
receives. The Legislature directed the State Treasurer to distribute a payment to each jurisdiction
equal to any remaining net loss. The state agencies have followed the statutory requirements.

Mitigation Payments and New Revenue Lower Than Expected
The actual cost of the mitigation payments is lower than expected, compared to the fiscal note

prepared for the Legislature as it considered the bill in 2007.

Exhibit 1 - Mitigation Payments and New Revenues Lower Than Expected
(Dollars in Millions)

Fiscal Year 2009 Fiscal Year 2010
Fiscal Note Actual Fiscal Note Actual
Mitigation Payment Costs $31.6 $21.4 $41.5 $26.1
Voluntary Compliance Revenue $49.1 $5.6 $59.0 $7.1

Source: JLARC analysis of data from the Department of Revenue.

Extent to Which Provisions Mitigate Negative Impacts Is Unclear

Data is not currently available to ascertain what local sales tax revenues local jurisdictions would
have actually received if Washington had continued under origin-based sourcing. Absent this
information, it is not possible to determine the exact extent to which the mitigation provisions have
compensated local jurisdictions for the losses that are due to the state’s participation in the SSUTA.
To collect such information would require businesses to track and report the location of both the
origin and destination of all of their deliveries.

Mitigation Provisions May Not Reflect All Losses Over Time

Even assuming an accurate estimate of local losses, JLARC identified three consequences of the
mitigation provisions that the Legislature has not explicitly addressed. First, the estimate of losses in
past quarters differs from updated estimates, but there is no retroactive adjustment for past
payments. Second, future mitigation payments will not reflect losses experienced by jurisdictions in
future years. Finally, alternate provisions for public facilities districts to increase their tax rates do
not fully mitigate annual losses experienced by the Kent Public Facilities District.

No Other States Have Mitigation Provisions

While no other states have mitigation provisions, it is unlikely that any other SSUTA full member
states faced the same magnitude of negative impacts to local jurisdictions from changing to
destination-based sourcing. States that face similar challenges as Washington have elected to delay
changing to destination sourcing and remain associate members.

2 JLARC Report 11-1: Streamlined Sales Tax Mitigation




REPORT DETAIL

Streamlined Sales Tax Impacts Local Jurisdictions

The Streamlined Sales and Use Tax Agreement (SSUTA) is a multistate effort to simplify and
standardize sales tax laws. Generally, consumers pay sales tax on purchases, and retailers are
responsible for collecting the tax and then remitting it to the state where the sale takes place.
However, receiving sales tax becomes more complicated for the state if the retailer is located in a
different state.

Under current interpretations of the U.S. Constitution, a state may only compel retailers to collect
and remit sales tax if the retailer has a physical presence in the state. This limitation is due to the
burden retailers would face in trying to comply with the different sales tax laws across the country.
While this limitation resulted from a U.S. Supreme Court decision, it may be modified by an act of
Congress, which has the power to regulate interstate commerce.

With the rise of the Internet, many sales are made by retailers that do not have a physical presence
in the states in which they make sales. This means that states cannot collect sales tax on an
increasing number of sales. One study estimated that almost $7 billion in sales taxes on Internet
sales went uncollected nationwide in 2009, including $172 million in Washington State.'

In 1999, the National Governors Association and the National Conference of State Legislatures
created the Streamlined Sales and Use Tax Project. The goal of this project was to reduce the
burden on interstate retailers by simplifying sales tax collection. A complementary goal was to
encourage federal legislation that would allow states to compel out-of-state retailers to collect and
remit sales tax. The outcome of this effort was the Streamlined Sales and Use Tax Agreement.

Washington, along with 43 other states and the District of Columbia, helped draft the SSUTA,
which went into effect October 1, 2005. After that time, only full member states could vote on
amendments and receive the benefits of the Agreement. Full member states are those that have
enacted legislation to bring their tax laws into conformity with SSUTA requirements. Associate
member states are those that have enacted conforming legislation that has not yet gone into effect.

In 2007, the Legislature passed SSB 5089, which brought Washington’s tax laws into conformity
with the SSUTA. Washington became a full member of the SSUTA when the conforming legislation
took effect on July 1, 2008. Currently, the SSUTA has 20 full member states, including Washington,
as well as three associate member states. See Exhibit 2.

! Donald Bruce, William F. Fox & LeAnn Luna. State and Local Government Sales Tax Revenue Losses from Electronic
Commerce. University of Tennessee (2009).
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Exhibit 2 - Twenty States Are Full Members of the SSUTA

|

»

B Full Member
B Associate Member

Source: JLARC analysis of data from the Streamlined Sales and Use Tax Governing Board.
* Georgia will become an associate member state in January 2011.

Becoming a full member had two primary effects on local sales tax revenues in Washington. First,
membership brings in new sales tax revenue from certain out-of-state retailers. Second, to become a
full member, Washington had to change its sales tax sourcing laws.

Membership Brings In New Sales Tax Revenue from Certain Out-of-State
Retailers

One of the benefits of SSUTA membership is that Washington now receives sales tax from out-of-
state retailers that have registered under the SSUTA. These registered retailers have agreed to
collect and remit sales tax on purchases made by residents of SSUTA member states, even if the
retailer does not have a physical presence in the state. Since these registered retailers voluntarily
comply with the sales tax laws of SSUTA member states, the revenue received from these retailers is
known as “voluntary compliance revenue.”

In exchange for collecting and remitting sales tax, these retailers receive amnesty for previously
owed taxes and assistance with administering collections. There are over 1,200 registered retailers
around the country, but state taxpayer information laws prohibit disclosing their identities.

When Washington became a full member of the SSUTA, the registered retailers without a physical
presence in Washington began to collect and remit sales tax on interstate purchases made by
Washington residents. These retailers have a unique identifier which allows the Department of
Revenue to track the amount of voluntary compliance revenue coming into the state. In this way,
the Department of Revenue can identify new sales tax revenue that is due solely to Washington’s
membership in the SSUTA. Aside from this tracking, voluntary compliance revenue is disbursed to
local jurisdictions combined with all other local sales tax collections.

4 JLARC Report 11-1: Streamlined Sales Tax Mitigation
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Membership Required Changes to Washington’s Sales Tax Sourcing Laws

One of the most significant changes required to become a full member of the SSUTA was a change
to Washington’s sales tax sourcing laws. Sourcing laws determine the taxable location of a sale, or
where a sale is considered to take place for taxing purposes. The location of a sale determines both
the sales tax rate and which local jurisdictions will receive local sales tax from the transaction.

For over-the-counter sales, the buyer and seller are in the same location, so the source is simply
where the transaction takes place. For shipments or deliveries, the location of the sale could be
either the point of origin or the point of destination. When drafting their tax laws, states choose
whether to use the origin or the destination as the source of the sale.

For example, a couch delivered from a warehouse in Kent to a home in Seattle could be sourced to
either the point of origin (the warehouse in Kent) or the point of destination (the home in Seattle).
Depending on where this sale was sourced, either Kent or Seattle would receive the local sales tax for
this transaction.

Exhibit 3 - Sourcing Rules Determine the Taxable Location of a Sale

Old rule: Origin Sourcing New rule: Destination Sourcing
=)
$ 1
R/ fi\—‘\

Kent receives local sales tax Seattle receives local sales tax

Source: JLARC analysis of statute.

Prior to July 2008, Washington sourced the sale of goods to the point of origin (the place from
which delivery was made). In the example above, the warehouse in Kent was the point of origin, so
Kent received the local sales tax revenue for that transaction.

One of the goals of the Streamlined Sales and Use Tax Agreement was to have uniform sourcing
rules among its members. Currently, the SSUTA requires all full member states to source sales to
the point of destination (the place fo which delivery is made).> While most states already used
destination-based sourcing, it was necessary for Washington to change its sourcing laws from
origin-based to destination-based. The legislation to change the sourcing laws and bring
Washington into conformity with the SSUTA took effect July 1, 2008. So in the example above,
since the home in Seattle is the point of delivery, Seattle now receives the local sales tax revenue for
this same transaction.

Local sales tax does not only go to cities, however. There are several types of local taxing
jurisdictions, including cities, counties, and public transportation benefit areas, as well as other
special purpose taxing districts. These different types of jurisdictions often overlap, which means
that the local sales tax revenue is split between all of the jurisdictions at the location of a sale.

> The SSUTA recognizes exceptions for florist sales and sales of modular homes, manufactured homes, mobile homes,
watercraft, and certain motor vehicles, trailers, semitrailers, and aircraft. In Washington, sales of these items are still
sourced to the point of origin. See R.C.W. 82.32.730(7).
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For example, portions of the local sales tax from a sale that takes place in Seattle go to the City of
Seattle, King County, King County Metro, and Sound Transit.

Sometimes there may be multiple taxable locations within the same city. For example, a city could
exist on the border between two adjacent counties, which means that different counties would
receive local sales tax for sales in different parts of the city. Taxable locations are the unique
combinations of overlapping jurisdictions, which are used to determine which jurisdictions receive
local sales tax. See Exhibit 4.

Exhibit 4 - Taxable Locations Are Unique
Combinations of Overlapping Jurisdictions

Jurisdictions Location Location Jurisdictions
receiving One Two receiving
sales tax in sales tax in
Location Location
One Two:
cOunth [ CountyB |

Source: JLARC analysis.

Sourcing Change Caused Sales Tax Revenue Loss for Some Local Jurisdictions

The change from origin-based to destination-based sourcing in July 2008 shifted the distribution of
local sales tax around the state. The change affected which local jurisdictions received local sales tax
on the deliveries and shipments of goods between different locations.

The Department of Revenue conducted studies in 2003 and 2004 to estimate what impact the
sourcing change would have on local jurisdictions. The Department found that some jurisdictions
would receive more sales tax revenue under destination sourcing than origin sourcing, while other
jurisdictions would experience a loss in local sales tax revenue. Jurisdictions that were the origin of
deliveries substantially more often than the destination of deliveries, such as jurisdictions with
concentrations of warehousing industries, would experience the largest decrease in local sales tax
collections.

There are 364 local taxing jurisdictions impacted by the change to destination-based sourcing,
including 39 counties, 281 cities and towns, and 27 public transportation benefit areas. Seventeen
other special purpose districts that fund regional centers, sport stadiums, and the Regional Transit
Authority (Sound Transit) are also impacted by the change. See Exhibit 5.
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Exhibit 5 - Change to Sourcing Rules Impacted 364 Local Taxing Jurisdictions

S
WV & -
N
AN A J

.. R
.~
( el N

2 B [[] Counties (39)

[] Cities (281)

Transit Areas (27)

(| Other (17) not displayed

Source: JLARC analysis of DOR data.

Legislature Enacted Provisions to Mitigate Negative Impacts to
Local Jurisdictions

The Legislature understood that some local jurisdictions would experience a loss in local sales tax
revenue as a consequence of the legislation to bring Washington into conformity with the SSUTA.
Therefore, the Legislature included provisions to mitigate local sales tax losses due to these changes.
These mitigation provisions outlined a process where local jurisdictions that experienced a net
reduction in local sales tax revenue due to Washington’s participation in the SSUTA would receive
compensation from the State General Fund. Both the Department of Revenue and the State
Treasurer have a role in this process.

Department of Revenue Directed to Determine Local Jurisdictions’ Losses
Initial Year (Fiscal Year 2009)

For the first year of mitigation, the Legislature directed the Department of Revenue to compare the
quarterly tax return and tax collection data from before the sourcing change (Fiscal Year 2008) and
after the sourcing change (Fiscal Year 2009). From these initial comparisons, the Legislature
directed the Department to determine the quarterly gain or loss of each local taxing jurisdiction.
See Exhibit 6.
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Exhibit 6 - DOR Initially Compared Tax Data to Determine Quarterly Impact

DOR DOR
compared determined
tax data impact
Q1 > | a1 > | a1
Q2 > | Q2 > | Q2
Q3 > | Q3 > | Q3
Q4 > | Q4 > | Q4
FY 2008 FY 2009 FY 2009
Tax Data Tax Data Impact

Origin
Sourcing

Source: JLARC analysis of statute.

Destination
Sourcing

Quarterly
Gain/Loss

The Legislature also directed the Department to convene a Mitigation Advisory Committee, which
consists of representatives from positively and negatively impacted cities, counties, and
transportation authorities. The Department is able to consult with the Committee to revise or
supplement its determination of local losses.

Subsequent Years (Fiscal Year 2010 and After)

After the initial year of quarter-by-quarter estimates, the Legislature directed the Department to
compare an entire year of data from before the sourcing change (Fiscal Year 2008) with a year after
(Fiscal Year 2009) to determine the annual gain or loss of each local jurisdiction. For the following
year (Fiscal Year 2010), statute sets each jurisdiction’s quarterly gain or loss as equal to one-fourth
of the jurisdiction’s annual gain or loss for Fiscal Year 2009. See Exhibit 7.

Exhibit 7 - Ongoing Losses Are ' of FY 2009 Annual Impact

DOR DOR
compared determined
tax data impact

4

Ya

.| /4
FY 2008 FY 2009 FY 2009 Ongoing
Tax Data Tax Data Impact Estimate

Origin Destination
Sourcing Sourcing

Source: JLARC analysis of statute.

Annual Quarterly
Gain/Loss Gain/Loss
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Statute only requires the Department to determine each jurisdiction’s annual gain or loss once, but
the Department is able to make adjustments to this amount once a year in consultation with the
Mitigation Advisory Committee. For all subsequent years, each jurisdiction’s quarterly gain or loss
is equal to one-fourth of the adjusted annual gain or loss for the initial year (Fiscal Year 2009).

Local Losses Reduced by New Sales Tax Revenue from Certain Out-of-State
Retailers

The Legislature directed the Department of Revenue to determine the net gain or loss for each
jurisdiction by combining the jurisdiction’s quarterly gain or loss with any voluntary compliance
revenue received by the jurisdiction in that quarter. Voluntary compliance revenue is the new sales
tax revenue received from out-of-state retailers that have registered under the SSUTA. These new
revenues reduce the amount of loss experienced by local jurisdictions due to the sourcing change.

Exhibit 8 - Losses Offset By Voluntary Compliance Revenue

Y% + a1 = a1

Y% + Q2 = Q2

% + as = o

A + Q4 ] Q4
Ongoing Current Year Current Year
Estimate Actual Revenue Impact

Quarterly Quarterly Voluntary Quarterly
Gain/Loss Compliance Revenue Net Gain/Loss

Source: JLARC analysis of statute.

Unlike annual gains and losses, the Department must continue to determine the amount of
voluntary compliance revenue each jurisdiction receives each quarter. While a jurisdiction’s
quarterly loss remains the same (fixed at one-fourth of the adjusted annual loss), the jurisdiction’s
quarterly net loss will fluctuate due to variations in the amount of voluntary compliance revenue
collected that quarter. This means that a jurisdiction may have a net gain one quarter and a net loss
the following quarter, due to voluntary compliance revenue.

State Treasurer Distributes Quarterly Payments for Net Losses

The Legislature created the Streamlined Sales and Use Tax Mitigation Account in the State General
Fund in 2007. The sole purpose of the account is to mitigate the negative fiscal impacts to local
taxing jurisdictions due to the sourcing change. The Legislature directed the State Treasurer to
transfer $31.6 million dollars into the account from the State General Fund to pay for the initial year
of mitigation in Fiscal Year 2009.

JLARC Report 11-1: Streamlined Sales Tax Mitigation 9
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The Legislature directed the State Treasurer to distribute payments to local taxing jurisdictions each
quarter in an amount equal to the jurisdiction’s net loss from the previous quarter. See Exhibit 9.
At the beginning of subsequent fiscal years, the Legislature directed the State Treasurer to transfer
into the account the amount necessary to mitigate the net losses of all jurisdictions.

Exhibit 9 - Mitigation Payments
Equal Quarterly Net Losses

QU sy | Q1
Q2 | sesssersseresesnesen | Q2
Q3 | sesseresssssssencs | O3
Q4 | semmesseeresssennese | Q4

Current Year Current Year
Impact Distribution

Quarterly Quarterly
Net Loss Mitigation Payments

Source: JLARC analysis of statute.

Public Facilities Districts Increase Sales Tax Rates In Lieu of Mitigation Payments

The Legislature enacted an alternate mitigation process for public facilities districts that finance the
construction and operation of regional centers. Regional centers may include convention,
conference, and special event centers. As they do for other local jurisdictions, the Department of
Revenue determines the net loss experienced due to the sourcing change, offset by voluntary
compliance revenue. However, instead of direct payments from the State General Fund, the
Legislature authorized these public facilities districts to increase their tax rates to mitigate the
negative impact of the sourcing change. Public facilities districts are eligible for a rate increase if the
district’s net loss is at least 0.50 percent of its sales tax collections from Fiscal Year 2008. An eligible
district may increase its tax rate from 0.033 percent to 0.037 percent, but the increase must be in
0.001 percent increments and in the least amount necessary to mitigate the net loss. This local tax is
credited against the state sales tax, which means the additional cost of the increase comes from the
State General Fund instead of consumers.

State Agencies Followed Statutory Requirements

The Department of Revenue and the Office of the State Treasurer implemented the mitigation
provisions as directed by statute.

Consistent with statutory requirements, the Department of Revenue initially compared actual tax
data between Fiscal Year 2008 and Fiscal Year 2009 each quarter. In consultation with the
Mitigation Advisory Committee, the Department developed a methodology to estimate the gain or
loss experienced by each jurisdiction due to the sourcing change. At a high level, this methodology
involved comparing the sales patterns of selected businesses from before and after the sourcing
change.

10 JLARC Report 11-1: Streamlined Sales Tax Mitigation
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The Department had to make decisions about which businesses to include in the estimate, since a
shift in a business’s sales patterns may have been for reasons other than the change to destination
sourcing. Initially, the Department identified and included only businesses that were likely to make
deliveries. To improve accuracy of the estimate, the Department also solicited assistance from local
jurisdictions to identify businesses that were erroneously included or excluded, based on the
jurisdictions’ knowledge of businesses in their districts. Often it was necessary for the Department
to research and contact individual businesses to determine what adjustment was required. To date,
the Department has made adjustments for over 2,000 identified businesses and will continue to
research businesses brought forward by the Committee or local jurisdictions.

For example, the Department identified, researched, and made adjustments for businesses that:
e Opened, closed, moved, or merged during the comparison period;
e Do not make deliveries, but had been included in the estimate;
e Do make deliveries, but had been excluded from the estimate;
e Correctly used destination sourcing prior to July 1, 2008;
e Changed to destination sourcing before or after July 1, 2008 by mistake;
e Use origin sourcing for some sales and destination sourcing for others;
e Report taxes annually;
e Reported tax returns with negative amounts or adjustments;
e Were located in areas annexed into city limits during the comparison period;
e Do not have any in-state establishments;
e Report as out-of-state businesses, but have in-state establishments; and
e Make minimal deliveries but have a disproportionately large impact on the estimate.

After the initial year of quarter-by-quarter estimates, the Department incorporated all of these
adjustments and compared the entire year of data from Fiscal Year 2008 with Fiscal Year 2009 to
determine the annual gain or loss of each local jurisdiction. For the following year (Fiscal Year
2010), each jurisdiction’s quarterly gain or loss was equal to one-fourth of the jurisdiction’s annual
gain or loss for Fiscal Year 2009.

For each quarter following the sourcing change, the Department offset each jurisdiction’s loss with
the amount of voluntary compliance revenue received by the jurisdiction. In compliance with
statute, the State Treasurer distributed quarterly payments to any local jurisdictions that have a
reamining net loss. In addition to direct payments, the Department determined that three public
facilities districts were eligible to increase their local sales tax rate to mitigate a net loss in revenues.

The Department met with the Mitigation Advisory Committee in August 2010 to discuss the yearly
review of the annual gains and losses. The Department made additional adjustments to the estimate
of the annual loss and the revised amount will be determined in December 2010.

Mitigation Payments and New Revenues Lower Than Expected

As of December 1, 2010, there have been eight quarterly mitigation payments to local taxing
jurisdictions. During Fiscal Year 2009, the Department estimated that 151 jurisdictions experienced
a net loss for at least one quarter. For Fiscal Year 2010, the Department determined that 65
jurisdictions experienced a net loss over the entire year. Over these two years, six jurisdictions

JLARC Report 11-1: Streamlined Sales Tax Mitigation 11
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received approximately 75 percent of all mitigation payments: King County Metro Transit, Kent,
Sound Transit, Auburn, King County, and Tukwila.

The actual cost of the mitigation payments is lower than expected, compared to the fiscal note
prepared when the Legislature enacted the mitigation provisions. The amount of voluntary
compliance revenue received since Washington became a full member of the SSUTA is also
substantially lower than expected in the fiscal note. See Exhibit 10.

Exhibit 10 - Mitigation Payments and New Revenues Lower Than Expected
(Dollars in Millions)

Fiscal Year 2009 Fiscal Year 2010
Fiscal Note Actual Fiscal Note Actual
Mitigation Payment Costs $31.6 $21.4 $41.5 $26.1
Voluntary Compliance Revenue $49.1 $5.6 $59.0 $7.1

Source: JLARC analysis of DOR data.

The lower amounts of voluntary compliance revenue may affect how long each jurisdiction receives
mitigation payments. Jurisdictions will continue to receive mitigation payments so long as the loss
due to the sourcing change exceeds the amount of voluntary compliance revenue received by the
jurisdiction. The loss due to the sourcing change is based on the loss each jurisdiction experienced
in Fiscal Year 2009. This means that the amount of loss will become increasingly stable as the
Department makes adjustments each year to refine its estimate. For jurisdictions that experienced a
loss in Fiscal Year 2009, the only mechanism for mitigation payments to end is for voluntary
compliance revenue to offset the jurisdiction’s entire loss. For Fiscal Year 2010, voluntary
compliance revenue offset less than 5 percent of annual losses for jurisdictions receiving mitigation
payments. See Appendix 3 for the percentage of losses offset for specific jurisdictions.

Washington is not the only state that overestimated the amount of voluntary compliance revenue it
would receive by becoming a full member of the SSUTA. According to a study by the State of
Connecticut in January 2008, several states received less than expected. Additionally, Washington’s
estimate was made prior to the economic downturn, while collections were made during the
recession.

Exhibit 11 - Several States Overestimated Annual Streamlined Sales Tax Collections
(Dollars in Millions)

State Estimate Actual Difference
Iowa $25.0 $8.8 ($16.2)
Kansas $25.9 $7.3 ($18.6)
Minnesota $20.0 $3.4 ($16.6)
New Jersey $34.7 $6.2 ($28.5)
Washington $49.1 $5.6 ($45.4)

Source: Connecticut Streamlined Sales Tax Commission Report (2008); JLARC analysis.
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Extent to Which Provisions Mitigate Negative Impacts Is Unclear

The State Treasurer distributes mitigation payments equal to the net loss amounts determined by
the Department of Revenue. These net loss amounts are equal to the Department’s estimate of the
negative impacts due to the sourcing change, less any voluntary compliance revenue. The extent to
which the mitigation provisions address the negative impacts to local jurisdictions thus depends on
the accuracy of the Department’s estimate of losses due to the sourcing change.

Data is not currently available to ascertain what local sales tax revenues jurisdictions would have
actually received if Washington had continued under origin-based sourcing. Absent this
information, it is not possible to measure the accuracy of the Department’s estimate, since the actual
negative impact of the sourcing change is not known. In order to make an accurate calculation,
businesses would need to track and report the location of both the origin and destination of all their
deliveries. Neither the Legislature nor the Department requires businesses to report this
information.

With existing data, it is not feasible to estimate local losses more reliably than the estimate produced
by the Department of Revenue. The primary obstacle to any alternate estimate methodology is
isolating the impact of the sourcing change from other concurrent changes in the economy. A
direct comparison of each jurisdiction’s revenue year over year will not reflect the impact of the
sourcing change, due to the general economic downturn experienced by all jurisdictions in Fiscal
Year 2009.

To solicit feedback on the methodology of the Department’s business by business estimate of local
losses, JLARC sent a survey to the 364 impacted local jurisdictions. While several respondents
criticized the complexity of the estimate, no local jurisdictions suggested improvements to the
methodology or proposed an alternative methodology. Similarly, JLARC has no recommendations
to improve the methodology used by the Department. Without objective criteria against which to
evaluate the Department’s estimate, JLARC is unable to conclude to what extent the mitigation
provisions compensate for the negative impacts of the sourcing change.

Mitigation Provisions May Not Reflect All Losses Over Time

JLARC identified three consequences of the mitigation provisions that were not explicitly addressed
by the Legislature when drafting the statute. First, past payments do not reflect updated loss
estimates by the Department of Revenue. Second, future payments will continue to reflect losses
experienced in Fiscal Year 2009. Third, the cap on increased tax rates for public facilities districts
means that mitigation for the Kent Public Facilities District does not compensate its estimated
annual losses.

Past Payments Do Not Reflect Updated Loss Estimates

Estimated losses in prior quarters differ from later estimates of losses. For the first year of
mitigation, the Department analyzed losses by quarter, while for subsequent years the Department
determined the annual loss. This means the amount of mitigation a jurisdiction received in the first
four quarterly payments does not necessarily equal the amount it would have received using an
annual analysis of losses. Similarly, the Department has refined its estimate of losses throughout the
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mitigation process and continues to make adjustments for businesses identified by the Mitigation
Advisory Committee or local taxing jurisdictions. Adjustments apply to all mitigation payments
going forward, but the Department does not retroactively correct past payments that differed from
the adjusted estimate.

This means that several jurisdictions received payments in prior quarters that would have been
higher or lower if based on the Department’s updated estimate of losses. The Department consulted
with the Attorney General’s Office and determined that if the Department made retroactive
adjustments, the Department would be required to make adjustments for all past payments,
including both overpayments and underpayments. The Department may not have statutory
authority to repossess money from jurisdictions and decided not to make past payment adjustments
unless directed to do so by the Legislature.

By comparing the latest annual loss estimates to prior quarterly loss estimates, JLARC estimates that
32 jurisdictions would have received higher mitigation payments, with a total difference for all
jurisdictions of approximately $1.7 million. Conversely, JLARC estimates that 121 jurisdictions
would have received lower mitigation payments, with a total difference for all jurisdictions of
approximately $4.3 million.

Future Payments Will Reflect Losses Experienced in Fiscal Year 2009

The Department of Revenue’s estimate of annual loss is based on the loss jurisdictions experienced
in Fiscal Year 2009. Statute explicitly provides that the Department is not required to estimate
annual loss more than once, but the Department may make any adjustments to the amount it deems
proper in consultation with the Mitigation Advisory Committee each year. The Department has
decided that future adjustments will be limited to refining and correcting the estimate for Fiscal
Year 2009. Therefore, in each subsequent year all mitigation payments will be based on an adjusted
snapshot of the loss experienced in Fiscal Year 20009.

This means that payments in future years will not necessarily reflect the net loss a jurisdiction would
have experienced in that future year. For example, if a jurisdiction had a loss in Fiscal Year 2009,
then it may still receive mitigation payments in 2015, even if the jurisdiction received more from
destination sourcing than it would have under origin sourcing in 2015. Conversely, a jurisdiction
that did not experience a loss in Fiscal Year 2009 will not receive mitigation payments, even if it
experiences a loss in local sales tax revenue in future years due to destination-based sourcing.

It is unclear whether the Department can make additional estimates in future years. Even if the
Department had sufficient resources to replicate the estimate process used in Fiscal Year 2009, the
Department could not use the same methodology. The estimate compared data from Fiscal Year
2009 to Fiscal Year 2008, which was the last year that reflected origin-based sourcing. Any future
year will be too far removed from Fiscal Year 2008 to make a reliable comparison.

Increased Tax Rate for Kent PFD Does Not Compensate Estimated Losses

Public facilities districts (PFDs) for regional centers do not receive quarterly mitigation payments
from the State Treasurer. Instead, the mitigation provisions allow such a PFD to increase its sales
tax rate if its net loss due to the sourcing change exceeded 0.50 percent of its sales tax collections. In
October 2009, the Department of Revenue determined that six such PFDs experienced a net loss due
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to the sourcing change. Three of these PFDs were eligible to raise their sales tax rate: Kent, Pasco,
and South Snohomish. These jurisdictions increased their sales tax rates in the months following

the Department’s determination. JLARC estimates that mitigation for all three PFD’s will cost the
state approximately $100 thousand in Fiscal Year 2011.

Under statute, a PFD may only increase its sales tax rate to 0.037 percent. While this increase was
sufficient to mitigate the net losses of the Pasco PFD and South Snohomish PFD, the Kent PFD
experienced a net loss in sales tax revenue of 26.2 percent in Fiscal Year 2009 due to the sourcing
change. Even by increasing its sales tax to the highest available rate, the Kent PFD is only able to
restore approximately 10 percent of its sales tax losses each year. JLARC estimates that the Kent
PFD would require an additional $106 thousand to fully mitigate its net loss in Fiscal Year 2011.
However, the Kent PFD will eventually recoup these losses, so long as the duration of the tax does
not exceed 25 years.

No Other States Have Mitigation Provisions

Other Full Member States Did Not Experience the Same Impact to Local Tax
Revenue

There are six other full member states of the SSUTA that, like Washington, changed to destination-
based sourcing and have a local sales tax. However, none of these states considered or implemented
mitigation provisions to compensate local jurisdictions. While no other states have mitigation
provisions, it is unclear whether any other SSUTA full member state faced the same magnitude of
negative impacts to local jurisdictions from changing to destination sourcing.

For example, Iowa and North Carolina collect local sales tax at the county level, which may have
muted the magnitude of shifts between jurisdictions. In Vermont, fewer than ten towns had a local
sales tax at the time of the change, and local jurisdictions rely primarily on property taxes instead of
sales taxes for revenue. The Oklahoma Tax Commission considered Oklahoma’s prior sourcing
provisions substantially similar to destination-based sourcing and did not anticipate any major
impacts to local jurisdictions. Similarly, the Arkansas Department of Finance determined that no
jurisdictions were negatively impacted significantly more than others. Kansas studied how local
sales tax distributions would have been affected by changing to destination sourcing, but the results
of the studies were unclear, so no action was proposed.

States Similar to Washington Have Delayed Implementation of Sourcing Change

There are three associate member states to the SSUTA that have a sales tax structure comparable to
Washington’s prior to the sourcing change: Ohio, Utah, and Tennessee. Like Washington, these
states impose a complex local sales tax and use origin-based sourcing. These states have passed
legislation to change to destination-based sourcing, which would likely shift the distribution of local
sales tax around the state once the legislation went into effect.

However, Ohio and Utah have since repealed the legislation that implemented destination-based
sourcing. The two states sponsored a successful amendment to the SSUTA in December 2007,
which allows states to become full members while retaining origin-based sourcing for intrastate
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sales of goods. However, five states must first elect this option before it becomes effective, so Ohio
and Utah remain associate members.

Tennessee passed legislation to change to destination-based sourcing but has deferred the effective
date several times. According to the Tennessee Department of Revenue, it is unlikely that the
legislation will come into effect. Instead, Tennessee will likely wait until enough states elect the
Ohio-Utah amendment to the SSUTA and retain origin-based sourcing for intrastate sales of goods.
Tennessee’s Department of Revenue has a mitigation plan modeled after Washington’s mitigation
provisions, but this plan has not passed the Tennessee Legislature. According to the Tennessee
Department of Revenue, if Tennessee elects to retain origin-based sourcing for goods, then the
impact to local jurisdictions will be minimal and probably not necessitate mitigation.
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STREAMLINED
SALES TAX
MITIGATION

SCOPE AND OBJECTIVES
SEPTEMBER 22,2010

STATE OF WASHINGTON

JOINT LEGISLATIVE AUDIT AND
Review COMMITTEE

STUDY TEAM
Peter Heineccius

PROJECT SUPERVISOR
Keenan Konopaski

LEGISLATIVE AUDITOR
Ruta Fanning

Joint Legislative Audit &
Review Committee
1300 Quince St SE
Olympia, WA 98504-0910
(360) 786-5171
(360) 786-5180 Fax
Website:

www.jlarc.leg.wa.gov

e-mail: neff.barbara@leg.wa.gov

Why a JLARC Study of Streamlined Sales Tax
Mitigation?

In 2007, the Legislature enacted legislation (SSB 5089) to conform to the
multi-state Streamlined Sales and Use Tax Agreement. The Streamline
Agreement is intended to harmonize state tax codes and facilitate

collecting sales tax on interstate transactions. The legislation took effect
July 1, 2008.

As part of the 2007 legislation, the Legislature included provisions to
mitigate negative impacts to revenue collections for local taxing
jurisdictions. The Legislature also directed the Joint Legislative Audit and
Review Committee (JLARC) to review these mitigation provisions in 2010.
The purpose of the study is to determine to what extent the provisions
compensate jurisdictions that experienced a loss in local sales tax revenue.

Mitigating Losses of Local Sales Tax Revenue

Sourcing Change Caused Sales Tax Revenue Losses for
Some Local Jurisdictions

Sales tax sourcing rules determine the taxable location of a sale and which
jurisdiction is entitled to local sales tax. Prior to becoming a full member
of the Streamline Agreement, Washington retailers sourced sales tax based
on a delivery’s point of origin. For example, a couch delivered from a
warehouse in Kent to a home in Seattle would be sourced to Kent, and
Kent would receive the local sales tax from that purchase.

Full members of the Streamline Agreement are required to use a delivery’s
destination as the sales tax source. Therefore, in July 2008, Washington
changed its sourcing statutes to conform to the Streamline Agreement.
Thus Seattle now receives local sales tax for the delivery of a purchase sent
to Seattle from Kent. This sourcing change shifted the distribution of sales
tax around the state. As a result, some local jurisdictions experienced a
loss in local sales tax revenue.

DOR Estimated the Losses of Local Taxing Jurisdictions

The Legislature directed the Department of Revenue (DOR), in
consultation with an advisory committee, to determine the impact of the
sourcing change to local jurisdictions. For the first year, DOR estimated
the gains or losses for each jurisdiction by comparing tax returns with the
previous year. For subsequent years, DOR uses one-fourth of the loss
estimated in the initial year as the quarterly loss for each local jurisdiction.
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Local Losses Are Offset by Interstate Revenue Gains

Some out-of-state retailers have voluntarily registered with the
Streamline Agreement. These registered retailers collect and remit
sales tax for purchases delivered to Washington. DOR monitors this
new source of sales tax revenue, which is known as voluntary
compliance revenue. Each quarter, DOR subtracts the local portion
of voluntary compliance revenue from estimated quarterly losses in
order to determine the net loss for each local jurisdiction.

Local Jurisdictions Receive State Mitigation Payments

Local jurisdictions receive mitigation payments each quarter for the
net loss due to the sourcing change. Mitigation continues until DOR
determines that a local jurisdiction no longer experiences a net loss.
To date, the state has made seven quarterly payments to 153 local
jurisdictions, totaling over $47 million.

Study Scope

As directed by statute, JLARC will review to what extent the
Streamline Agreement mitigation provisions compensate the local
taxing jurisdictions impacted by the change in sourcing. JLARC staff
will solicit input from DOR’s mitigation advisory committee, which
includes representatives from impacted local jurisdictions, the Office
of Financial Management, and fiscal committee staff.

Study Objectives
The study will analyze the effect of the mitigation provisions by
addressing four key questions:
1) Does the Department of Revenue determine local losses
consistent with statutory provisions?

2) Do the distributions made to local jurisdictions equal the net
loss as determined by the Department of Revenue?

3) To what extent do the distributions compensate local
jurisdictions for the impact of the sourcing change?

4) How have other Streamline Agreement member states addressed
impacts to local jurisdictions due to sourcing changes?
Timeframe for the Study

Staff will present the preliminary report at the December 2010
JLARC meeting and the final report at the January 2011 meeting.

JLARC Staff Contact for the Study

Peter Heineccius (360) 786-5123  heineccius.peter@leg.wa.gov

[t Legislative
Legislative
Mandate Member
Request

JLARC Study Process

JLARC-
Initiated

Staff Conduct Study]

v

(- N\
Report and Recommendations
Presented at Public
Committee Meeting

v

(Legislative and Agency Action?
JLARC Follow-up and
Reporting

F4

—

Criteria for Establishing JLARC
Work Program Priorities

Is study consistent with JLARC
mission? Is it mandated?

Is this an area of significant fiscal
or program impact, a major
policy issue facing the state, or
otherwise of compelling public
interest?

Will there likely be substantive
findings and recommendations?

Is this the best use of JLARC
resources? For example:

®  TsJLARC the most
appropriate agency to
perform the work?

"  Would the study be
nonduplicating?

®  Would this study be cost-
effective compared to other
projects (e.g., larger, more
substantive studies take
longer and cost more, but
might also yield more useful
results)?

Is funding available to carry out
the project?
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e Association of Washington Cities

e Washington State Association of Counties

e Washington State Transit Association

e Office of Financial Management and Department of Revenue
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A

"1
ASSOCIATION
et ‘:MﬁH I-NGTON 1076 Franklin Street SE » Olympia, Wa 98501-1346
c 111 S 360-753-4137 « Toll Free: 1-800-562-8981 « Fax: 360-753-0149 s Insurance Services Fax: 360-753-0148

www.awcnet.org
December 7, 2010

Ms. Ruta Fanning

Legislative Auditor

Joint Legislative Audit and Review Committee
PO Box 40910

Olympia, WA 98504-0910

Dear Ms. Fanning:

On behalf of the Association of Washington Cities (AWC), I appreciate the opportunity to
provide comments on the preliminary Streamlined Sales Tax Mitigation report.

The change to destination-based sales tax was a significant and extremely divisive legislative
issue for cities for several years until the compromise could be reached regarding those
jurisdictions that were negatively impacted. As the report acknowledges, the adoption of
destination-based sourcing resulted in substantial shifts of revenues between local jurisdictions.
The mitigation process to address those impacts was central to the compromise. It allowed cities
to come together with counties, the business community, and the state to support the legislation
that was enacted in 2007.

In spite of the challenges on this project and the unexpected impacts of the recession, mitigation
is still an important effort. Now is not the time to abandon the mitigation effort and cause further
budget challenges for cities which are also feeling the effects of the economic downturn.

The most-impacted communities are also those that had invested significant infrastructure
resources in the warehousing economy, trading increased truck traffic on their city streets and
zoning for large buildings in their jurisdictions for the sales tax revenue this economic
development produced. The sourcing change from origin to destination removed the some of the
benefits of these economies and left behind the trucks and warehouses, The mitigation project
addresses the impact for these engines of our state’s economy.

Nor is the disruption that would be caused by “switching back™ to origin sourcing worthwhile.
The report notes several states have delayed the sourcing change in favor of an amendment to the
agreement that provides for “origin-based” sourcing for in-state sales. It is important to note that
the report’s explanation does not differentiate between the type of “origin-based sourcing” used
by Washington prior to adoption of the agreement compared with other states and the SST
amendment. This could lead those reading the report to conclude that this might have been an
option for Washington to adopt the amendment without the major shifts in revenue that occurred.
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Ms. Ruta Fanning
Page 2
November 9, 2010

In fact, the issue of proposed elimination of mitigation based on this assumption already has been
raised since the December 1 presentation of the report.

While the SST amendment was adopted after Washington started implementing “destination-
based sourcing”, it was evaluated and rejected by the Department of Revenue (DOR). The
alternate sourcing version adopted by the agreement still has significant differences. Our state
used the warehouse shipping location as one of the points of origin for local sales tax prior to the
switch to destination sourcing. The amendment’s use of the point of sale would result in other
shifts of revenues between the warehouse origin cities and sales order origin cities. The switch to
destination sourcing required significant investment of resources by the business community,
such as computer programming and education and for which small businesses received a B&O
tax credit, that would have to be unwound for in-state sales.

In addition, the report concludes that it is unclear if negative impacts are completely mitigated.
This conclusion correctly notes that providing this level of detailed analysis would have required
businesses to track sales based on both the origin and destination system. However the
conclusion does not note that DOR had researched what it would take to require “double-
reporting” to provide this level of detail and previous legislative proposals may have required
dual reporting. But part of the compromise with the business community surrounding
implementation determined that this would have been too burdensome of a requirement.

Given the information available short of requiring dual reporting, the model used to calculate
mitigation impacts is extremely complex and detailed. It provided for monthly calculations of pre
and post destination sourcing sales information by taxing jurisdiction and is based on individual
business-level detail.

Cities appreciated the close partnership DOR developed with cities, counties and transit districts
in the complex task of implementing mitigation. Ultimately, we believe the national effort to
level the playing field for mainstreet businesses and providing additional uniformity and
simplicity to sales tax administration nationwide will be a long-term benefit to our state and
should not be jeopardized by a short-term response to the economic downturn.

Thank you for your consideration.

Sincerely,

Mike McCarty
Chief Executive Officer

MM/sg

cc: Peter Heineccius
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@ Washington State

| ll Association of Counties

RECEIVED
NOV 30 2010

ILARC
November 29, 2011

Joint Legislative Audit and Review Committee
Ruta Fanning, Legislative Auditor

1300 Quince Street SE

Olympia, WA 98504-0910

Re: Preliminary Streamlined Sales Tax Mitigation Report

Dear Ms. Fanning:

Thank you for the opportunity to provide this response to the preliminary report on
Streamlined Sales Tax Administration. We appreciate JLARC staff meeting with us as they
developed their work plan. We understand that moving from an origin based to a destination
based sales tax collection system has been difficult for some jurisdictions. We appreciate the
help and patience from the Department of Revenue. We concur with the preliminary report.

Sincerely

@&

Scott Merriman
Deputy Director

Washington Counties Building
208 Tenth Avenue SE | Olympio, Wa 98501-1311 | 380-753-1886 Reception | 360-753-2842 Fax
wiwnwwacounties orgfwsag
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WASHINGTON STATE

r I

ASSOCIATION

2629 12th Court SW « Olympia, WA 98502-1118
tel: 360-786-9734 » fax: 360-786-9740
www.watransit.com

December 15, 2010

Ruta Fanning

Joint Legislative Audit and Review Committee
1300 Quince St. SE

PO Box 40910

Olympia, WA 98504-0910

Dear Ms. Fanning:

Thank you for asking the Washington State Transit Association to provide comments on the public
review draft of the report on Streamlined Sales Tax Mitigation.

Our transit systems have reviewed the report and find it to be accurate and well-researched. We
understand that, based on an Attorney General’s Opinion, there will not be a correction to the past
payments to correct for overpayment or underpayments.

The only concern raised by our transit systems is tied to the accuracy of the original estimate used by
the Department of Revenue (DOR) when developing the streamlined sales tax mitigation model. The
scope of the JLARC study did not include an investigation of the original estimate, but Exhibit 11 of the
report notes that the DOR originally overestimated the expected additional revenue by 92 percent. If
there is a need in the future to update the estimate, we encourage the legislature, along with staff from
the Office of Financial Management and DOR, to work together to ensure that the flaw in the original
estimate can be identified and avoided in the future.

We appreciate the efforts of you and the JLARC staff to involve our transit systems and keep us
informed throughout the study.

If you have any questions, please feel free to contact me at 360-786-9734.

C\(w G- S T

Geri Beardsley
Executive Director
Washington State Transit Association

Cc via e-mail:  Peter Heineccius, JLARC
WSTA Members
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STATE OF WASHINGTON

December 8, 2010

TO: Ruta Fanning, Legislative Auditor
Joint Legislative Audit and Review Committee
FROM: Tremaine Smith, Acting Director ~ 1d
Department of Revenue

Marty Brown, Director 7 M/%
Office of Financial Management

SUBJECT: JLARCPRELIMINARY REPORT ON STREAMLINED SALES TAX
MITIGATION

Thank you for the opportunity to review and comment on the Joint Legislative Audit and Review
Committee’s (JLARC’s) preliminary report on Streamlined Sales Tax Mitigation.

We appreciate JLARC’s efforts to review and analyze the mitigation provisions contained in
Substitute Senate Bill 5089 to determine the extent to which these provisions compensated local
Jjurisdictions that experienced a loss in local sales tax. We believe it is important that such a
review occur to ensure that the Department of Revenue is meeting the statutory requirements of
the legislation.

We have no additional comments on the 2010 preliminary report and JLARC’s findings.

cc: Don Gutmann, Program Manager, Department of Revenue
Jim Schmidt, Senior Forecasting Coordinator, Office of Financial Management
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The following tables detail the impact of the Streamlined Sales and Use Tax Agreement for cities,
counties, public transportation benefit areas, and other special purpose local taxing jurisdictions
that receive mitigation payments. Public facilities districts for regional centers do not receive
mitigation payments and are not included.

These tables summarize the following for Fiscal Years 2009 and 2010:

o Estimated Impact: The sum of the four quarters of gains or losses due to the sourcing
change (including any voluntary compliance revenue offsets).

o Impact Percent of Revenue: The estimated impact as a percentage of all sales tax revenue to
the jurisdiction.

e Mitigation Payments: The sum of the four quarterly mitigation payments made to the
jurisdiction.

¢ Voluntary Compliance Offset: The voluntary compliance revenue as a percentage of the
loss due to the sourcing change. This amount is not disclosed for some jurisdictions due to
potential taxpayer confidentiality concerns.

Note that in Fiscal Year 2009, some jurisdictions had both net gains and net losses in different
quarters. For these jurisdictions the total payments for the year will be higher than the estimated
impact for the year.
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Exhibit 12 - Summary by Jurisdiction

FY 2010

... Estimated Impact % of | Mitigation Volun.tary Estimated Impact % of | Mitigation Volun‘tary
UL Impact Revenue Payments Somploges Impact Revenue Payments Sempllanee
Offset Offset

Aberdeen $8,068 0.2% $7,981 10.1% $14,807 0.4%

Airway Heights $(10,621) 1.3% $15,963 0.5% $31,665 3.6%

Albion $137 0.7% $223 1.6% $(135) 0.9% $135 6.4%
Algona $(8,818) 2.5% $11,405 0.9% $(5,022) 1.8% $5,022 5.1%
Almira $2,946 13.3% $2,395 11.2%

Anacortes $99,520 3.2% $70 68.4% $78,201 2.6%

Arlington $(116,493) 3.5% $116,493 0.6% $(119,185) 3.7% $119,185 0.8%
Asotin City $3,239 8.9% $27 0.1% $2,346 7.4%

Auburn $(2,147,923) 14.7% $2,147,923 0.3% $(1,956,859) 14.6% $1,956,859 0.5%
Bainbridge Island $93,970 3.0% $118,299 4.2%

Battle Ground $48,148 2.5% $62,805 3.6%

Beaux Arts Village $17,278 28.4% $19,696 30.1%

Bellevue $204,998 0.4% $27,863 0.1%

Bellingham $54,190 0.3% $4,110 20.2% $60,352 0.3%

Benton City $40,000 10.8% $37,642 10.6%

Bingen $(10,456) 6.8% $12,716 4.9% $5,455 3.3%

Black Diamond $16,467 4.8% $20,455 6.1%

Blaine $149,186 12.0% $146,203 12.7%

Bonney Lake $115,640 3.7% $39,580 1.3%

Bothell $190,029 2.0% $3,566 13.7% $175,275 2.0%

Bremerton $104,950 1.4% $20,085 2.2% $194,995 3.0%

Brewster $12,637 3.3% $10,462 0.3% $40,255 11.8%

Bridgeport $3,213 3.3% $7,771 10.0%

Brier $27,242 9.9% $23,603 8.9%

Buckley $19,172 3.9% $25,809 5.8%

Bucoda $2,526 9.3% $2,388 10.4%

Burien $9,286 0.2% $11,722 6.4% $29,541 0.6%

Burlington $(185,957) 3.0% $185,957 0.3% $(134,372) 2.3% $134,372 0.7%
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FY 2010

- Estimated Impact % of | Mitigation Volun.tary Estimated Impact % of | Mitigation Volun.tary
S Impact Revenue Payments SomBlanss Impact Revenue Payments Complianss
Offset Offset

Camas $(11,638) 0.6% $26,697 1.7% $36,259 1.9%

Carbonado $3,024 12.3% $1,238 0.1% $2,612 10.1%

Carnation $9,919 2.1% $13,836 4.1%

Cashmere $21,929 7.9% $22,896 7.8%

Castle Rock $45,840 12.3% $7,792 2.3%

Cathlamet $9,624 9.8% $9,144 9.3%

Centralia $41,153 1.6% $4,531 2.4% $46,241 1.9%

Chehalis $(21,136) 0.6% $54,688 0.9% $(22,982) 0.7% $22,982 2.4%
Chelan City $60,598 4.5% $39,241 3.7%

Cheney $58,263 4.7% $46,157 3.7%

Chewelah $15,290 4.5% $15,848 4.7%

Clarkston $64,282 5.7% $39,847 2.8%

Cle Elum $34,082 3.7% $29,610 4.2%

Clyde Hill $20,126 4.4% $18,630 5.7%

Colfax $30,101 5.9% $28,153 6.6%

College Place $25,770 2.7% $30,096 3.4%

Colton $1,854 6.4% $2,270 8.4%

Colville $(13,465) 0.8% $13,465 2.5% $(7,037) 0.5% $7,037 6.5%
Conconully $312 2.0% $134 4.8% $740 4.6%

Concrete $8,849 7.4% $12,439 5.5%

Connell $22,084 3.8% $26,483 9.4%

Cosmopolis $(11,326) 11.5% $11,326 0.1% $2,892 3.7%

Coulee City $(20,214) 21.3% $20,214 0.0% $(17,030) 29.0% $17,030 *
Coulee Dam $382 0.6% $1,599 0.4% $1,718 3.0%

Coupeville $46,084 12.9% $34,733 10.0%

Covington $218,879 6.7% $40,677 1.3%

Creston $1,784 6.2% $261 0.4% $2,259 16.9%

Cusick $2,862 13.2% $2,651 9.9%

Darrington $10,512 8.5% $12,358 9.7%

Davenport $12,949 5.8% $14,392 6.5%
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Dayton $10,208 3.8% $269 2.5% $8,387 3.0%

Deer Park $41,246 5.2% $(5,385) 0.7% $5,385 3.8%
Des Moines $(2,625) 0.1% $8,416 9.8% $31,514 1.3%

Dupont $24,004 2.4% $41,108 5.2%

Duvall $35,642 4.8% $44,904 6.8%

East Wenatchee $124,702 4.0% $141,365 4.9%

Eatonville $22,566 4.4% $23,193 4.8%

Edgewood $9,957 1.7% $1,552 25.3% $10,784 2.1%

Edmonds $148,219 2.9% $174,335 3.5%

Electric City $2,929 7.8% $2,228 6.0%

Ellensburg $68,715 1.9% $89,988 2.8%

Elma $(18,058) 3.8% $18,058 0.2% $(10,789) 2.4% $10,789 1.0%
Elmer City $523 8.0% $429 6.7%

Endicott $1,916 14.1% $2,053 14.2%

Entiat $8,041 8.5% $9,670 17.5%

Enumclaw $28,775 1.3% $58,877 2.7%

Ephrata $85,936 6.4% $1,583 2.6% $71,767 6.4%

Everett $(245,707) 1.0% $245,707 2.7% $(337,106) 1.5% $337,106 4.4%
Everson $20,832 9.1% $18,998 9.0%

Fairfield $(5,812) 10.4% $6,176 1.3% $(7,400) 16.3% $7,400 0.3%
Farmington $1,074 15.3% $2,162 29.7%

Federal Way $(40,808) 0.3% $49,948 14.8% $146,206 1.2%

Ferndale $(62,683) 3.8% $62,683 0.5% $(70,141) 5.2% $70,141 0.9%
Fife $(557,784) 10.7% $557,784 0.1% $(540,781) 11.1% $540,781 0.2%
Fircrest $19,318 5.2% $24,534 7.0%

Forks $12,318 2.9% $17,701 4.0%

Friday Harbor $13,429 1.3% $811 19.1% $3,533 0.4%

Garfield $1,461 5.1% $70 1.4% $1,718 4.8%

George $8,420 16.5% $9,142 15.8%

Gig Harbor $359,072 7.0% $164,590 3.6%
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Gold Bar $5,016 3.3% $6,616 5.5%

Goldendale $48,813 9.4% $49,049 8.9%

Grand Coulee $9,351 4.3% $7,324 2.6%

Grandview $(7,199) 0.8% $18,211 0.8% $(3,633) 0.5% $3,633 9.0%
Granger $15,669 12.1% $13,233 11.2%

Granite Falls $16,581 3.6% $19,364 4.6%

Hamilton $2,960 14.1% $2,790 23.1%

Harrah $8,033 18.2% $7,495 19.6%

Harrington $(16) 0.1% $184 3.3% $(836) 3.9% $836 0.6%
Hartline $1,718 27.1% $1,731 22.8%

Hatton $1,164 27.9% $294 0.4% $1,217 26.6%

Hoquiam $(21,589) 2.7% $21,589 3.3% $(22,096) 3.1% $22,096 4.3%
Hunts Point $4,497 2.4% $4,405 3.0%

Ilwaco $2,134 1.2% $1,209 1.0% $9,352 5.8%

Index $935 6.6% $473 0.2% $455 3.9%

Ione $8,116 16.0% $6,936 13.2%

Issaquah $(1,001,219) 10.1% $1,001,219 0.2% $(782,945) 8.2% $782,945 0.5%
Kahlotus $1,931 16.8% $1,621 11.2%

Kalama $44,330 14.5% $27,994 9.9%

Kelso $45,279 2.2% $9,460 0.5%

Kenmore $(26,214) 1.1% $27,104 1.6% $(25,181) 1.1% $25,181 3.5%
Kennewick $377,963 2.8% $275,940 2.0%

Kent $(4,321,937) 22.3% $4,321,937 1.6% $(4,877,607) 29.0% $4,877,607 1.2%
Kettle Falls $4,307 2.7% $1,791 0.2% $16,388 9.4%

Kirkland $(261,848) 1.8% $261,848 2.6% $(117,741) 0.9% $117,741 9.9%
Kittitas City $10,119 7.1% $9,326 10.8%

Krupp $(60) 5.3% $162 * $89 12.1%

La Center $14,434 7.5% $9,183 4.1%

La Conner $22,719 5.4% $20,252 5.2%

La Crosse $1,023 3.6% $239 2.6% $(214) 0.9% $214 *
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Lacey $(112,400) 1.2% $142,096 2.7% $163,270 1.9%

Lake Forest Park $7,216 0.8% $46 69.4% $13,162 1.6%

Lake Stevens $49,683 2.3% $51,193 2.2%

Lakewood $(31,836) 0.4% $36,117 4.5% $(48,463) 0.6% $48,463 6.1%
Lamont $433 9.8% $528 13.1%

Langley $32,940 8.8% $23,682 8.1%

Latah $(2,185) 19.5% $2,412 0.1% $(2,656) 31.4% $2,656 0.4%
Leavenworth $5,272 0.6% $10,906 1.2%

Liberty Lake $(27,687) 1.4% $29,815 1.1% $(35,764) 2.1% $35,764 1.2%
Lind $5,123 10.1% $6,406 14.8%

Long Beach $(15,416) 3.6% $15,416 1.5% $(10,311) 2.7% $10,311 2.7%
Longview $(18,656) 0.3% $41,543 2.5% $70,318 1.1%

Lyman $(1,471) 4.4% $1,541 0.2% $(239) 0.6% $239 3.2%
Lynden $(134,419) 7.2% $134,419 1.0% $(102,830) 6.1% $102,830 1.3%
Lynnwood $(506,798) 3.0% $506,798 3.5% $(269,570) 1.8% $269,570 9.1%
Mabton $16,092 18.2% $16,680 18.0%

Malden $675 15.3% $635 17.3%

Mansfield $2,733 9.2% $2,504 9.5%

Maple Valley $56,938 2.8% $89,484 4.7%

Marcus $932 26.2% $501 11.3%

Marysville $38,080 0.5% $24,134 1.4% $(133,763) 2.0% $133,763 1.7%
Mattawa $40,778 18.4% $40,661 18.0%

McCleary $11,473 8.0% $11,830 9.9%

Medical Lake $26,857 8.7% $25,170 8.5%

Medina $48,266 4.2% $40,794 3.9%

Mercer Island $162,390 4.7% $171,297 5.8%

Mesa $24,806 37.3% $22,386 33.9%

Metaline $188 1.1% $641 0.1% $(190) 1.0% $190 1.0%
Metaline Falls $4,907 11.8% $2,280 0.8% $6,516 26.7%

Mill Creek $40,876 1.8% $23,861 1.1%
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Millwood $(322) 0.1% $2,515 0.8% $(1,338) 0.4% $1,338 4.3%
Milton $(5,224) 0.6% $29,335 0.2% $(99,285) 12.8% $99,285 0.2%
Monroe $(89,697) 2.6% $89,697 0.4% $(106,724) 3.4% $106,724 1.2%
Montesano $33,036 6.3% $34,853 6.8%

Morton $(205) 0.1% $1,620 6.3% $(1,431) 0.5% $1,431 10.1%
Moses Lake $122,480 2.2% $32,205 2.1% $48,267 1.0%

Mossyrock $(211) 0.2% $3,877 0.1% $1,829 2.7%

Mount Vernon $38,154 0.6% $41,933 0.6% $19,992 0.4%

Mountlake Terrace $101,556 6.0% $65,723 4.0%

Moxee City $(17,575) 6.8% $17,575 0.2% $(18,699) 6.9% $18,699 0.4%
Mukilteo $70,689 3.2% $77,221 4.0%

Naches $6,891 4.4% $3,410 0.3% $5,961 4.0%

Napavine $(2,124) 0.9% $12,655 0.1% $20,927 10.7%

Nespelem $433 5.4% $425 5.4%

Newcastle $13,283 1.2% $17,287 2.0%

Newport $18,448 5.1% $24,537 7.2%

Nooksack $(6,725) 7.0% $7,155 0.1% $(7,826) 9.0% $7,826 0.3%
Normandy Park $17,250 2.6% $24,276 4.5%

North Bend $20,668 1.2% $37,068 2.2%

North Bonneville $586 0.7% $567 4.0% $780 0.8%

Northport $2,769 9.7% $2,709 9.4%

Oak Harbor $96,225 3.1% $125,660 3.8%

Oakesdale $258 1.0% $440 0.6% $345 1.3%

Oakville $6,489 11.4% $4,520 8.7%

Ocean Shores $20,560 2.6% $15,515 2.0%

Odessa $3,706 3.6% $410 12.9% $7,744 7.7%

Okanogan City $5,200 1.1% $4,338 0.4% $2,991 0.6%

Olympia $254,600 1.7% $7,747 13.3% $314,090 2.0%

Omak $12,791 0.9% $2,308 7.1% $14,224 1.0%

Oroville $34,458 11.4% $28,348 10.0%
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Orting $26,277 4.1% $28,806 5.8%

Othello $(63,767) 4.6% $63,767 0.3% $(91,290) 7.4% $91,290 0.4%
Pacific $(26,485) 3.4% $26,485 1.0% $(34,573) 5.5% $34,573 0.7%
Palouse $3,858 6.2% $3,208 5.5%

Pasco $(154,788) 1.9% $154,788 1.2% $(166,537) 2.0% $166,537 6.9%
Pateros $5,864 8.6% $6,582 7.5%

Pe Ell $1,937 4.4% $324 * $2,190 5.8%

Pomeroy $2,395 1.8% $1,094 1.7% $1,559 1.3%

Port Angeles $146,586 4.6% $166,911 5.7%

Port Orchard $30,159 1.1% $36,289 0.9% $53,820 2.0%

Port Townsend $95,711 5.3% $98,088 5.6%

Poulsbo $39,428 1.3% $67,794 2.3%

Prescott $10,692 11.9% $9,004 18.0%

Prosser $71,884 6.6% $75,813 7.3%

Pullman $150,219 4.2% $122,684 4.0%

Puyallup $224,078 1.6% $175,428 1.2%

Quincy $388,765 11.7% $20,424 0.2% $79,979 5.7%

Rainier $3,031 1.5% $7,533 0.1% $10,659 7.8%

Raymond $7,481 2.3% $15,215 5.1%

Reardan $3,228 7.1% $448 0.5% $1,841 4.4%

Redmond $85,551 0.4% $85,660 1.3% $132,026 0.7%

Renton $194,994 0.9% $99,967 0.5%

Republic $13,055 7.5% $15,199 8.0%

Richland $383,511 4.6% $302,743 3.6%

Ridgefield $(39,523) 7.2% $40,631 0.2% $(37,693) 9.6% $37,693 0.4%
Ritzville $(1,150) 0.4% $6,414 1.0% $10,007 3.6%

Riverside $1,178 5.8% $1,439 6.4%

Rock Island $(640) 1.2% $2,520 0.0% $1,651 3.2%

Rockford $6,106 9.9% $5,358 9.0%

Rosalia $9,873 21.0% $9,814 24.7%
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Roslyn $12,071 8.5% $13,532 13.7%
Roy $19,938 11.4% $17,102 12.1%
Royal City $38,066 20.2% $36,713 20.2%
Ruston $11,674 4.6% $11,182 14.8%
Sammamish $142,184 3.9% $149,945 4.2%
SeaTac $68,727 0.7% $80,857 0.9%
Seattle $784,691 0.5% $1,134,169 0.8%
Sedro Woolley $(43,468) 3.3% $46,805 1.1% $(41,689) 3.4% $41,689 1.6%
Selah $73,116 8.1% $79,528 9.3%
Sequim $15,490 0.7% $14,304 2.2% $46,935 2.0%
Shelton $75,965 3.7% $80,912 4.2%
Shoreline $17,038 0.2% $6,447 11.3% $63,016 0.9%
Skykomish $11,240 5.5% $6,063 3.8%
Snohomish City $203,502 6.1% $235,121 7.9%
Snoqualmie $88,286 5.1% $6,823 1.3% $127,232 7.6%
Soap Lake $7,639 9.9% $7,432 11.1%
South Bend $19,136 10.8% $10,642 6.4%
South Cle Elum $2,895 11.1% $3,255 17.1%
South Prairie $3,571 9.6% $2,939 8.8%
Spangle $1,546 2.9% $779 0.2% $4,571 8.9%
Spokane City $307,227 0.8% $36,822 11.3% $464,031 1.3%
Spokane Valley $(428,059) 2.6% $428,059 1.4% $(563,784) 3.7% $563,784 1.4%
Sprague $697 2.4% $551 0.6% $2,230 7.6%
Springdale $1,810 6.9% $225 0.0% $2,440 9.6%
St. John $(7,955) 13.2% $7,955 0.8% $(8,480) 15.2% $8,480 0.3%
Stanwood $77,047 6.3% $73,571 6.3%
Starbuck $932 27.7% $248 6.9%
Steilacoom $43,998 10.1% $42,730 12.0%
Stevenson $2,765 1.4% $618 0.5% $2,668 1.5%
Sultan $10,804 3.0% $15,447 4.4%
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Sumas $5,404 4.0% $2,214 0.9% $12,780 8.4%

Sumner $(418,788) 13.8% $418,788 0.2% $(434,536) 15.1% $434,536 0.4%
Sunnyside $3,218 0.1% $30,250 0.6% $(4,631) 0.2% $4,631 13.9%
Tacoma $46,974 0.1% $37,359 10.8% $(186,705) 0.5% $186,705 9.4%
Tekoa $4,957 9.5% $4,595 9.4%

Tenino $23,246 9.7% $23,056 8.7%

Tieton $14,878 15.9% $896 0.5% $9,766 12.7%

Toledo $4,591 4.5% $3,744 4.3%

Tonasket $12,931 4.8% $14,828 4.6%

Toppenish $(13,984) 1.7% $14,975 1.0% $(17,924) 2.6% $17,924 4.0%
Tukwila $(1,495,833) 8.8% $1,495,833 0.5% $(1,245,043) 8.6% $1,245,043 0.4%
Tumwater $45,992 1.2% $2,060 17.6% $50,951 1.3%

Twisp $14,853 5.7% $16,484 7.2%

Union Gap $85,977 2.5% $5,820 3.7% $(8,655) 0.3% $8,655 8.2%
Uniontown $(2,882) 9.5% $3,383 0.1% $(234) 0.7% $234 *
University Place $34,762 1.3% $35,856 1.5%

Vader $1,095 3.9% $1,220 4.6%

Vancouver $(379,668) 1.5% $379,668 2.1% $(2,653) 0.0% $2,653 84.5%
Waitsburg $2,895 3.5% $4,110 6.2%

Walla Walla City $75,897 1.5% $59,131 1.2%

Wapato $(14,482) 4.4% $33,849 0.1% $35,446 10.8%

Warden $21,083 8.6% $3,545 0.5% $18,441 8.9%

Washougal $28,327 2.3% $42,791 4.0%

Washtucna $2,680 13.8% $2,195 11.6%

Waterville $6,850 8.2% $7,048 9.1%

Waverly $849 18.3% $352 9.5%

Wenatchee $(15,351) 0.2% $41,332 1.8% $(63,629) 0.9% $63,629 6.6%
West Richland $37,387 4.7% $344 22.6% $51,951 6.5%

Westport $22,964 6.1% $20,378 6.1%

White Salmon $4,261 1.7% $2,823 0.6% $8,762 3.1%

JLARC Report 11-1: Streamlined Sales Tax Mitigation 39




Appendix 3 - Impact Summary by Jurisdiction

FY 2010

- Estimated Impact % of | Mitigation Volun.tary Estimated Impact % of | Mitigation Volun.tary
S Impact Revenue Payments SomBlanss Impact Revenue Payments Complianss
Offset Offset
Wilbur $4,552 5.4% $5,353 5.6%
Wilkeson $1,743 6.0% $1,369 5.3%
Wilson Creek $1,571 21.8% $1,516 14.9%
Winlock $8,099 4.4% $4,814 3.2%
Winthrop $8,496 3.3% $10,386 4.2%
Woodinville $(422,358) 7.7% $422,358 0.3% $(549,055) 12.7% $549,055 0.2%
Woodland $24,261 2.5% $(2,594) 0.3% $2,594 29.2%
Woodway $6,784 5.5% $6,917 7.1%
Yacolt $7,622 9.1% $36 30.9% $6,492 6.9%
Yakima City $(5,380) 0.0% $66,856 1.3% $2,167 0.0%
Yarrow Point $11,325 5.5% $10,061 5.2%
Yelm $35,224 2.4% $449 11.7% $26,980 2.0%
Zillah $26,431 8.8% $26,738 5.6%
Total Cities | $(3,910,046) 2.6% $14,445,821 1.3% | $(3,630,440) 2.8% @ $13,363,271 1.6%
. Estimated Impact % of | Mitigation Volun.tary Estimated Impact % of | Mitigation Volun.tary
Sounties Impact Revenue Payments LTS Impact Revenue Payments Eomplianse
Offset Offset
Adams County $(6,965) 0.7% $70,625 0.1% $59,699 4.8%
Asotin County $36,904 3.9% $28,890 3.2%
Benton County $576,046 4.0% $481,181 3.0%
Chelan County $81,318 1.0% $29,900 0.8% $75,886 1.0%
Clallam County $209,596 3.7% $247,389 4.5%
Clark County $(221,235) 1.0% $221,235 3.3% $(75,043) 0.3% $75,043 15.4%
Columbia County $25,161 10.7% $27,708 13.1%
Cowlitz County $7,678 0.1% $27,146 2.9% $93,918 1.3%
Douglas County $32,759 0.6% $8,985 2.6% $189,416 7.3%
Ferry County $34,971 6.5% $37,944 7.1%
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Franklin County $61,267 1.3% $50,002 1.1%

Garfield County $9,421 10.3% $6,282 6.6%

Grant County $591,985 7.6% $365,434 5.6%

Grays Harbor County $129,289 3.3% $115,012 3.2%

Island County $313,632 4.5% $330,247 5.4%

Jefferson County $73,252 2.4% $103,891 4.0%

King County $(1,868,225) 2.0% $1,868,225 6.2% $(1,599,999) 1.9% $1,599,999 7.6%
Kitsap County $491,226 2.0% $122,316 1.4% $518,539 2.2%

Kittitas County $234,504 4.7% $246,938 5.8%

Klickitat County $87,742 8.3% $63,274 5.0%

Lewis County $164,661 1.9% $19,512 2.4% $102,909 1.4%

Lincoln County $61,562 9.1% $60,999 10.0%

Mason County $159,393 3.0% $145,988 3.1%

Okanogan County $153,833 5.5% $156,605 6.0%

Pacific County $55,240 3.4% $65,387 4.4%

Pend Oreille County $146,674 14.4% $69,371 6.9%

Pierce County $876,162 2.0% $30,014 0.1%

San Juan County $91,367 2.2% $88,400 2.3%

Skagit County $84,692 0.9% $77,655 2.3% $84,086 1.0%

Skamania County $13,631 3.5% $10,198 2.9%

Snohomish County $485,917 1.2% $313,442 0.8%

Spokane County $456,207 1.4% $278,285 0.9%

Stevens County $106,058 42% $119,032 5.0%

Thurston County $349,689 2.0% $2,847 42.2% $469,491 2.8%

Wahkiakum County $18,981 9.0% $13,952 52%

Walla Walla County $53,686 1.3% $29,037 1.2% $90,696 2.3%

Whatcom County $524,390 2.8% $534,865 3.1%

Whitman County $111,901 4.6% $97,067 4.4%

Yakima County $365,375 2.9% $284,769 2.5%

Total Counties $5,179,745 2.2% $2,477,483 5.5% $4,382,164 1.9% $1,675,042 8.2%
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Public Traflsportation Estimated Impact % of | Mitigation C‘cl:r,rI\:Ti?r:Ze Estimated Impact % of | Mitigation C‘Q(:\::'I‘it:r:z’e
Benefit Areas Impact Revenue Payments Offset Impact Revenue Payments Offset

Asotin County PTBA $23,442 4.9% $15,957 3.0%

Ben-Franklin Transit $506,457 2.2% $393,624 1.7%

Chelan Douglas Transit $102,777 1.2% $100,245 1.4%

Clallam Transit $165,643 2.8% $206,656 3.6%

Clark County PTBA $(197,839) 0.9% $197,839 3.1% $36,836 0.2%

Columbia County

Transportation $13,435 7.2% $13,449 7.5%

Authority

Community Transit $538,967 0.8% $507,116 0.8%

Cowlitz Transit $2,776 0.3% $3,542 3.5% $9,351 0.3%

Authority

Everett Transit System $(179,072) 1.1% $179,072 2.4% $(240,593) 1.7% $240,593 4.1%

Grant Transit $201,478 6.2% $104,375 4.5%

Grays Harbor Transit $84,083 1.6% $86,766 1.7%

Island County PTBA $210,890 4.2% $222,261 4.1%

Jefferson County PTBA $72,886 3.0% $87,128 4.0%

igﬁsiounty Metro $(7,028,202) 1.7% | $7,028,202 45% | $(6,329,138) 1.7% | $6,329,138 5.4%

Kitsap County PTBA $468,371 1.7% $586,736 2.3%

Lewis PTBA $3,728 0.3% $6,129 1.6% $4,678 0.4%

Mason County PTBA $101,527 3.0% $97,878 3.1%

Pacific Transit System $18,858 2.5% $24,828 3.6%

Pierce Transit $203,146 0.3% $12,921 32.4% $(226,919) 0.4% $226,919 11.7%

Selah Transit $24,677 8.5% $27,151 9.9%

Skagit PTBA $7,680 0.2% $28,019 1.7% $4,209 0.1%

Spokane County PTBA $(66,638) 0.2% $101,401 8.8% $(123,717) 0.3% $123,717 16.1%

Thurston County PTBA $214,932 1.0% $55,871 2.8% $381,300 1.8%

Union Gap Transit $19,660 2.5% $1,394 3.4% $(2,205) 0.3% $2,205 7.1%

Valley Transit $16,983 0.8% $11,330 0.6%
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Appendix 3 - Impact Summary by Jurisdiction

FY 2009 FY 2010
Public Transportation | Estimated Impact % of | Mitigation Volun.tary Estimated Impact % of | Mitigation Volun.tary
Benefit Areas Impact Revenue Payments ComEllanss Impact Revenue Payments Eompllanss
Offset Offset
h Transi
Whatcom Transit $216,882 1.1% $233,222 1.3%
Authority
Yakima Transit $(13,704) 0.3% $24,456 1.6% $(2,955) 0.1% $2,955 27.2%
Total PTBA | $(4,266,177) 1.4% $7,638,846 4.5% | $(3,770,431) 1.4% $6,925,527 5.8%
D09 FY 2010
Other Local Taxing Estimated Impact % of | Mitigation Volurlm.tary Estimated Impact % of | Mitigation VquT.tary
Jurisdictions Impact Revenue Payments Compliance Impact Revenue Payments Compliance
Offset Offset
Cowlitz PFD Columbi
oWtz ombIa $2,523 0.5% $346 6.9% $3,532 0.7%
Theatre
Football Stadium $(126,208) 1.7% $126,208 45% | $(113,655) 1.7% $113,655 5.4%
Authority
Sound Transit $(3,665,834) 1.2% $3,665,834 6.2% $(3,414,290) 0.7% $3,414,290 11.4%
Spokane Public Facility $30,339 1.2% $2,582 24.0% $16,816 0.7%
Yakima PFD itol
akima PFD Capito $3,406 0.5% $527 4.8% $1,758 0.3%
Theatre
Total Other | $(3,755,774) 1.2% $3,795,497 6.2% | $(3,505,839) 0.7% $3,527,945 11.2%
Total All Jurisdictions | $(6,752,252) | 2.0% | $28,357,647 3.2% | $(6,524,546) | 1.8% | $25,491,785 4.6%
* Not disclosable due to potential taxpayer confidentiality concerns.
Source: JLARC analysis of DOR data.
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Appendix 3 - Impact Summary by Jurisdiction

44

JLARC Report 11-1: Streamlined Sales Tax Mitigation



APPENDIX 4 — TIMELINE OF STREAMLINED SALES TAX
MITIGATION PROCESS

On the reverse of this page, see a detailed timeline describing the process leading up to the
distribution of mitigation payments. Time runs vertically down the left side of the diagram, and
indicates the periods when Washington used origin- and destination-based sourcing. The dashed
red line indicates the sourcing change on July 1, 2008.

For the first four quarters after the sourcing change, the Department of Revenue compared data
quarter by quarter (see “Quarterly Comparison”). For example, data from the first quarter of Fiscal
Year 2009 was compared with the first quarter of Fiscal Year 2008, the second quarter with the
second quarter, etc. From this analysis, the Department of Revenue determined the quarterly loss
experienced by each jurisdiction (if any). The Department then offset that loss with any voluntary
compliance revenue the jurisdiction received that quarter to determine the jurisdiction’s net loss.
This amount was then transmitted to the State Treasurer, who issued a mitigation payment at the
end of the next quarter.

After the initial year, the Department had sufficient data to compare the data for all of Fiscal Year
2009 with Fiscal Year 2008 (see “Yearly Comparison”). The Department determined the annual loss
of each jurisdiction (if any) in December 2009. This annual loss amount reflected losses
experienced during Fiscal Year 2009. One-fourth of the annual loss was used in each quarter of
Fiscal Year 2010 as the jurisdiction’s quarterly loss. This quarterly loss was offset by voluntary
compliance revenue received in each quarter of Fiscal Year 2010. The process of determining the
payment amount remained the same.

For subsequent years, the Department may adjust the annual loss amount of each jurisdiction once
every year. This means that for all future years, each jurisdiction’s quarterly loss will be based on
one-fourth of the adjusted annual loss experienced in Fiscal Year 2009.
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Appendix 4 — Timeline of Streamlined Sales Tax Mitigation Process

Exhibit 13 - Timeline of Streamlined Sales Tax Mitigation Process

YEARLY QUARTERLY
COMPARISON COMPARISON

w oo N [a1|) [ DORmnwaly
O | Aug 07 Data Compared Data
% Sep 07 FY by Quarter
| 2008 Q2
2 [ Nov 07
O Dec 07 Data
Z| Jan 08 Annual Q3 ‘
O Feb 08 Data Voluntary Compliance
| Mar 08 Data Revenue Received from
o Aor 08 Qa Out-of-State Retailers
May 08
Juaqy_OB L Data ~ SOURCING CHANGE
" — TR = —-— e - S Eay s e e e o e e Ew
Jul 08 Q1 | Q1 Q1 | === | Net
Aug 08 > -+ o
Sep 08 ey Data Loss VCR Loss
Oct 08 2009 Q2 | Q2 Q2 | == | Net
Nov 08 > -+ -_—
Dec 08 Data Loss VCR Loss Q1 Payment
ian 9 il Q3 | |,J@s| o Q3| — |Net
MZr = Data Loss VCR| = |Loss Ty
Vey 00 QL1 98 g | Q8 — | et
Jun 09 \U \ J\_ Data Loss VCR Loss
Jul 09 Q1 Net
O ol | + —
2| Auwg 09 DOR Determined /4 VCR| = |Loss
Y g‘z‘t’ gg Annual Loss in FY Q4 Payment
=) Dec 2009 2009 R Q2 | = | Net
(@] Nov 09 > 1 + —
1 pec 09 \, /4 VCR Loss Q1 Payment
= Jan 10 Annual
[e] - Q3 | = | Net
=| Fep 10 Loss ,1/4 -+ ver| — |i
S| Mar 10 / o8 Q2 Payment
| A 10 Q4 | — [Net
v May 10 ; > 1/ + —
i DOR Can Adjust 4 VCR Loss
Q j“:" lg Annual Loss Each Q3 Payment
u Year Q1 | == | Net
Aug 10 »"1/a | —_
o N B
Oct 10 2 | mmm | Net
Nov 10 2009 P 1/ + Q —
Oec 10 B L2 LG T .
Jan 11 R Q3 Net
Feb 11 Loss —» 1/ -+ —
Mar 11 (Adj.) 4 VCR Loss Q2 Payment
Apr 11 . Q4 | . | Net
S TVa) ¥ lven] = lioss\ [ imeeete
f ’ [ A1 | [nas | Years
Source: JLARC analysis of statute.
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