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TO: Faculty Senate
FROM: Bret Smith, Faculty Legislative Representative
DATE: December 4, 2019
RE: Faculty Legislative Representative update

Dear colleagues,

As the Legislative session nears, the Council of Faculty has been keeping busy by conferring on various issues and developing our agenda for the year.  I’ll be able to provide a more detailed update in my next report.

Various policy committees traditionally meet in November during Committee Days.  I was not able to attend, but as always committee materials are available on leg.wa.gov.  Here is the link to the House College and Workforce Development and Senate Higher Education and Workforce Development committee agendas.  TVW.org archives video, searchable at https://www.tvw.org/archives.

The House committee held a work session on “Administrative Costs in Higher Education.”   Presenters included staff of the Legislative Audit and Accountability (LEAP) on (Higher Education Salary and Staffing History) and Paul Francis from Council of Presidents (Administrative Costs in Higher Education).  Both presentations drew from longitudinal data and highlighted the differences between now and a couple of decades ago in terms of programs, locations, disciplines, student representation, etc.

The Senate committee heard from representatives from the Lumina Foundation, the Center for Responsible Lending, and Colorado Mountain College on the topic of Income Share Agreements (ISAs) which are growing in popularity nationally.  ISAs work thus: “In exchange for a specific amount of funds to cover tuition and/or other costs of attendance, a student agrees to pay certain percentage of their future income over a fixed period of time.”  This is a complex issue at the intersection of affordability, equity, and the realities of the financial industry and its regulatory apparatus.

As we learned at the COF retreat, we expect some rough spots in the road ahead for E2SHB 2158, that raised the B&O tax on certain businesses to fund higher education.  The surcharges include 20% on businesses “primarily engaged” in one of 43 categories, a 33.3% surcharge on “advanced computing businesses” between $25-100 billion gross revenue, and a 66.6% surcharge on such businesses over $100 billion worldwide (think Microsoft, etc.).  The computing business surcharges have a floor and cap.

The Senate committee heard from a representative of the Department of Revenue about progress in implementing this bill.  Briefly, appropriated expenditures are expected to lag tax revenue in the 19-21 biennium by $22.75 million.  Not good news.  In addition, the language of the bill (for example, defining “primarily engaged,” use of “other” 27 times) and other concerns (complexity, economic neutrality, equity, and reliability) permit the prediction of numerous disputes.

The Business Advisory Council offered the following options for consideration to the Director of the Department of Revenue:

· Raise service rate on all. 
· Raise service rate with exclusions. 
· Raise royalty rate. 
· Eliminate the advanced computing $4 million floor. 
· Put a ceiling on the 20% surcharge. 
· Add an income threshold – if over, taxpayer pays surcharge. 
· Eliminate broad rule of construction in favor of tax. 
· Get rid of 43 categories. 
· Raise Small Business Credit. 
· Make changes revenue-neutral. 
· Make changes retroactive. 
· [bookmark: _GoBack]To impose the advanced computing surcharge, require the primary activity of the affiliate group to meet the definition instead of one entity within the affiliated group. 
· Impose a surcharge on all B&O tax classifications. 
· Change caps for advanced computing. 
· Clarify whether calculating “primarily engaged” includes just Washington income or worldwide income. 
· More precise definition of “advanced computing.” 

Given that Advisory Vote 24 (“The legislature imposed, without a vote of the people, an additional service and other business and occupation tax for certain specified business activities, costing $2,253,000,000 in its first ten years, for government spending”) received a 62.6% “repeal” vote, it is fair to expect that this bill will be the topic of much discussion in the context of the supplemental budget.  Based on my reading of legislators’ newsletters, the Republican caucus has been hearing from constituents and doing their own polling.  Their dissatisfaction with the late-session process in passing this bill will only add to the interest in some sort of action.

My feeling is that we would like to see the dedicated funding for higher education to stay, and strongly support whatever fixes to the revenue source are most sustainable.

Please feel free to call (1548) or email (Bret.Smith@cwu.edu) with questions or comments.  It’s an honor to represent you.

Bret
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