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August 23, 2024

Eric Thomas, Legislative Auditor

Joint Legislative Audit & Review Committee (JLARC)
106 11t Ave SW, PO Box 40910

Olympia, WA 98504-0910

Dear Auditor Thomas,

We are in receipt of the 2024 Customized Workforce Training tax preference review of the Customized
Training Program (CTP) managed by the State Board for Community & Technical Colleges (SBCTC). Our
agency response is below. We would first like to take this opportunity to thank the JLARC staff for their
expertise, time, and professionalism. Overall, this has been a welcome learning opportunity for our team.

SBCTC finds no technical issues with the 2024 review of the Customized Workforce Training tax preference
given its intent and time period. The report accurately reflects the data collected and reviewed. SBCTC
concurs with the Legislative Auditor’'s recommendations:

#1: To the Legislature, extend the tax preference’s July 1, 2026, expiration date (requires legislative
action).

SBCTC enthusiastically supports the extension of the CTP tax credit. It is an important component of
Washington’s economic development toolkit and provides benefits to employers, workers, and community
and technical colleges.

#2: To SBCTC, determine how to increase training program and preference use and report its

implementation and progress to relevant legislative committees before the 2026 session. This might

include:

e Broadening use of the credit beyond the four counties where most of the beneficiaries are located
and the four institutions that have to date provided most trainings.

e Encouraging use of the credit by more industries.

SBCTC embraces this recommendation. We have begun a process of inquiry about how to broaden use of
the program, including a program orientation and feedback session with college continuing education
directors on August 15, 2024. They showed interest in expanding the reach of the program across different
regions and industries. We look forward to making progress on this matter, in partnership with colleges and
business and industry, and will be prepared to brief relevant committees of the legislature as called upon.

While SBCTC finds the review to accurately reflect the data collected and reviewed, we wish to offer context
to two parts of the report:

Part 3: Performance goals
Unclear if preference achieves the objective to retain and expand existing Washington businesses

SBCTC appreciates JLARC's outreach to businesses that took part in the program to inquire about the
benefits and value of CTP. Since there were few respondents, it is understandable that JLARC found the
evidence insufficient to prove if the preference achieved its goals of retaining and expanding businesses.
SBCTC observes the program to be impactful to businesses, worker trainees, public colleges, and economic
developers. Our longtime relationships with the Washington State Department of Commerce, Association of
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Washington Business, and economic development entities inform us about how CTP is used as an incentive
to attract, grow, and keep businesses in Washington. CTP investments represent employee training that
would not have taken place without the available interest-free loan and B&O tax credit.

Part 4: Program use
Number of businesses using the training program peaked in 2017 and has declined

SBCTC encourages contextualizing program use by acknowledging four significant factors that impacted CTP
during the review period:

Factor 1. The looming expiration of the tax credit slated for July 1, 2021, had a cooling effect on businesses’
interest in participating in CTP. This expiration date was set by the 2017 Legislature.

Factor 2: The COVID-19 pandemic caused widespread disruption to businesses, including their ability to start
new training projects or maintain training schedules given lockdowns, social distancing requirements, and
unpredictable production demands and changes in consumer behavior.

Factor 3: The number of program users in any given period is a function of the size and duration of each
project, taken together with the total amount of funding in the revolving loan fund and cadence at which
loans are repaid. Projects range in duration from a couple of months to multi-year and in size from a couple
thousand dollars to tens of thousands. The mean number of businesses over the past 11 years (2013
through 2023, as shown in figure 6 of the report) is 6.5. Thus, the highest observation of 17 businesses in
2017 is an outlier among annual observations. Regarding the overall capacity of the revolving loan fund, at
one point the loan fund held $3.5 million. Currently, it is an order of magnitude smaller: approximately
$330,000. A larger loan fund would significantly increase access to the program.

Factor 4: The growth of Washington’s Job Skills Program (JSP) from 2019 to 2021 may have impacted
business demand for CTP. As detailed in Part 4, the Job Skills Program is the larger of the state’s two
dedicated employee training programs and is sometimes more attractive to businesses thanks to its dollar-
for-dollar matching grant design. SBCTC commends both programs to the Legislature as complementary to
one another. Together, they are integral to the robustness of state economic development incentives to
attract, keep, and grow well-paying jobs for Washingtonians.

We deeply appreciate JLARC's review of CTP, the professionalism of JLARC’s team throughout the process,
and look forward to continued discussion. Thank you for the opportunity to respond.

Sincerely,

Vil fimos

Paul Francis
Executive Director

cc: Joyce Hammer, SBCTC Deputy Executive Director of Education
Marie Bruin, SBCTC Workforce Education Director
Carolyn McKinnon, SBCTC Workforce Education Policy Associate
Danny Marshall, SBCTC Workforce Education Program Administrator
Vicky Chungtuyco, SBCTC Education Program Coordinator
Arlen Harris, SBCTC Legislative Director
Eric Whitaker, JLARC Research Analyst
Pete van Moorsel, Tax Review Coordinator, JLARC
Stephanie Hoffman, Deputy Legislative Auditor, JLARC



