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2020	Tax	Exemp+on	
Study	Analyzing	exemp+ons	in	Washington	State	

Kim	Davis	
September	23,	2019	

 



“Creativity 
is 
intelligence 
having fun.” 

-Albert Einstein



With technology: 

•  People expect more 

•  It is easier to share 
information with others 
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Goal	of	the	exemp+on	study	

ü Analyze	exemp+ons	for	major	state	and	local	taxes	in	
Washington	

ü Provide	informa+on	to	our	customers	
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A “tax exemption” is: 
•  an	exemp+on,	exclusion,	or	deduc+on	

from	the	tax	base	of	a	tax;		
•  a	credit	against	a	tax;		
•  a	deferral	of	a	tax;	or	
•  a	preferen+al	tax	rate.	
 

- RCW 43.06.400 



Analysis of tax exemptions must include: 
•  An	es+mate	of	the	revenue	lost	from	the	tax	

exemp+on	
•  The	purpose	of	the	exemp+on	
•  Who	benefits	from	the	exemp+on	
•  Other	informa+on	that	may	be	useful	
 

- RCW 43.06.400 



How  
Many? 



748 
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Es+mate	the	revenue	impact	of	exemp+on	

§  Read	the	law	and	look	for	legisla+ve	or	other	changes	

§  Describe	the	exemp+on	

§  Find	data	to	es+mate	revenues	

§  Provide	assump+ons	needed		
to	complete	es+mates	

§  Calculate	taxpayer	savings	

§  Explain	whether	a	repeal	of	
exemp+on	increases	state		
revenues	

§  Calculate	state	revenues		
realized	from	a	full	repeal		
of	exemp+on	
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Read	the	law	



DESCRIPTION:   

A nebulizer is a device that converts a liquid medication into a mist that the 
patient inhales. Nebulizers prescribed for human use by a physician are 
exempt from retail sales and use tax. The exemption includes repair and 
replacement parts for nebulizers, as well as labor and service charges for 
cleaning, repairing, etc. Sellers must collect the sales tax, and the buyer must 
apply to the Department of Revenue for a refund.  

 

PURPOSE:   

Reduces the cost of nebulizers. 
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Describe	the	incen+ve	
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Find	data		-	U.S.	nebulizer	market	size	

Source:  https://www.grandviewresearch.com/industry-analysis/us-nebulizer-market 
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Find	data	–	U.S.	and	Washington	popula+on	

Sources:   
https://www.census.gov/
newsroom/press-kits/
2018/pop-estimates-
national-state.html  
 
NST-EST2018-01: Table 
1. Annual Estimates of 
the Resident Population 
for the United States, 
Regions, States, and 
Puerto Rico: April 1, 
2010 to July 1, 2018  

C e ns us E s tima te s 	
B a s e

2017 2018

U nite d 	S ta te s 308,745,538 308,758,105 325,147,121 327,167,434
N o rthe a s t 55,317,240 55,318,430 56,072,676 56,111,079
Midwe s t 66,927,001 66,929,743 68,156,035 68,308,744
S outh 114,555,744 114,563,045 123,598,424 124,753,948
We s t 71,945,553 71,946,887 77,319,986 77,993,663

.W a s hing to n 6,724,540 6,724,540 7,425,432 7,535,591

P ue rto 	R ic o 3,725,789 3,726,157 3,325,001 3,195,153

Suggested Citation:Table 1. Annual Estimates of the Resident Population for the United States, Regions, States, and Puerto Rico: 
April 1, 2010 to July 1, 2018 (NST-EST2018-01)

Source: U.S. Census Bureau, Population Division

Release Date: December 2018

T a b le 	1 .	A nnua l	E s tima te s 	o f	the 	R e s id e nt	P opula tio n	fo r	the 	U nite d 	S ta te s ,	R e g io ns ,	
S ta te s ,	a nd 	P ue rto 	R ic o :	A p ril	1 ,	2010	to 	J uly 	1 ,	2018

G e o g ra phic 	A re a
A p ril	1 ,	2010

P opula tio n	E s tima te 		 	 	 	 	 	 	 	 	 	 	 	 	
(a s 	o f	J uly 	1)

Note: The estimates are based on the 2010 Census and reflect changes to the April 1, 2010 population due to the Count 
Question Resolution program and geographic program revisions. See Geographic Terms and Definitions at 
http://w w w .census.gov/programs-surveys/popest/guidance-geographies/terms-and-definitions.html for a list of the states 
that are included in each region.  All geographic boundaries for the 2018 population estimates series except statistical area 
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Find	data	–	U.S.	nebulizer	sales	

Source:  
https://
www.grandviewresearch.c
om/industry-analysis/
nebulizers-market  

The line I drew 
through the chart 
represents $254.2 
million (2016). Thus, 
assume that 2018 is 
about $270 million. 



Task:
Estimate	the	taxpayer	savings	of	the	nebulizer	sales	tax	exemption
Estimate	the	revenue	increase	of	repealing	the	tax	exemption

Assumptions:
July	1,	2020	effective	date,	impacting	11	months	of	collections	in	Fiscal	Year	2021
2018	sales	equal	$270	million
Population	used	to	determine	WA	share	of	sales

Data	Sources:
U.S.	Census
Market	Research	Report
Washington	State	Economic	and	Revenue	Forecast	Council	February	2019	forecast

Repeal	of	Exemption:
Repealing	this	exemption	would	increase	revenues
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Assump+ons	
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Assump+ons	

Taxpayer	count:

7,535,591						 WA	population
327,167,434		 US	population

2.3% WA	as	%	of	US	population

18,400,000				 Count	of	US	persons	with	asthsma
2.3% WA	as	%	of	US	population

424,000									 WA	count	of	persons	with	asthsma

Taxable	sales:
270,000,000		 Estimated	US	nebulizer	sales

2.3% WA	as	%	of	US	population
6,218,863										 Estimated	WA	nebulizer	sales
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Calculate	–	taxpayer	savings	

FY 2018 2019 2020 2021 2022 2023
Growth	Rate 6.6% 4.2% 3.5% 3.4% 3.4%
Taxable 6,218,863										 6,626,206										 6,907,592										 7,150,823										 7,397,019										 7,646,866										

Sales	tax 404,226														 430,703														 448,993														 464,803														 480,806														 497,046														
Sales	tax	-	perf	audit 647																						 689																						 718																						 744																						 769																						 795																						
Sales	tax	-	gen	fund 403,579														 430,014														 448,275														 464,060														 480,037														 496,251														

Retailing	BNO
Service	BNO
Total	State 404,226														 430,703														 448,993														 464,803														 480,806														 497,046														
Local 175,742														 187,254														 195,206														 202,079														 209,037														 216,097														

Sales	tax
Sales	tax	-	perf	audit 1,000																			 1,000																		 1,000																		 1,000																		 1,000																		 1,000																		
Sales	tax	-	gen	fund 404,000														 430,000														 448,000														 464,000														 480,000														 496,000														

BNO	total -																							 -																							 -																							 -																							 -																							 -																							
Total	State 405,000														 431,000														 449,000														 465,000														 481,000														 497,000														
Local 176,000														 187,000														 195,000														 202,000														 209,000														 216,000														
Months	collected,	taxpayer	savings 12 12 12 12
Taxpayer	savings,	state	impact 449,000														 465,000														 481,000														 497,000														
Taxpayer	savings,	local	impact 195,000														 202,000														 209,000														 216,000														
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Calculate	–	revenue	from	repeal	of	exemp+on	

FY 2018 2019 2020 2021 2022 2023
Growth	Rate 6.6% 4.2% 3.5% 3.4% 3.4%
Taxable 6,218,863										 6,626,206										 6,907,592										 7,150,823										 7,397,019										 7,646,866										

Months	collected,	revenue	gains(for	LTS) 11 12 12
Elasticity 1 1 1 1 1 1
Taxable	with	elasticity 6,218,863										 6,626,206										 6,907,592										 7,150,823										 7,397,019										 7,646,866										

Sales	tax 404,226														 430,703														 448,993														 464,803														 480,806														 497,046														
Sales	tax	-	perf	audit 647																						 689																						 718																						 744																						 769																						 795																						
Sales	tax	-	gen	fund 403,579														 430,014														 448,275														 464,060														 480,037														 496,251														

Retailing	BNO
Service	BNO
Local 175,742														 187,254														 195,206														 202,079														 209,037														 216,097														

ROUNDED	(for	LTS)
Sales	tax
Sales	tax	-	perf	audit 1,000																		 1,000																		 1,000																		
Sales	tax	-	gen	fund 425,000														 480,000														 496,000														

BNO	total -																							 -																							 -																							
Revenue	gains,	state	impact 426,000														 481,000														 497,000														
Revenue	gains,	local	impact 185,000														 209,000														 216,000														
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Calculate	–	revenues	shown	in	study	

Taxpayer	savings	($	in	millions):
FY	2020 FY	2021 FY	2022 FY	2023

State	Taxes 0.449 0.465 0.481 0.497
Local	Taxes 0.195 0.202 0.209 0.216

Potential	Revenue	Gains	($	in	millions):
FY	2020 FY	2021 FY	2022 FY	2023

State	Taxes 0 0.426 0.481 0.497
Local	Taxes 0 0.185 0.209 0.216
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Credit	unions	



DESCRIPTION:   

Credit unions organized pursuant to state law are exempt from B&O tax. 

 

PURPOSE:   

To provide comparable tax treatment with federally-chartered credit unions. 

 

DATA:   

National Credit Union Association (NCUA) - Call Report for Washington 
State Chartered Credit Unions 
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Credit	unions	



ASSUMPTIONS:   

Based on the interest and non-interest revenue sources for credit unions, this 
estimate grows total revenues by 11.5 percent.  

Credit unions tax savings includes savings from the interest income on first 
mortgages and if this exemption was repealed, first mortgage interest income would 
become taxable. 

Tax rate for credit union savings and potential revenues is 1.5 percent service and 
other B&O rate plus the higher education surcharge.  

No credit unions would meet the criteria for the additional financial institutions tax. 

If this exemption was repealed, large and medium sized credit unions would become 
federally chartered resulting in only 5 percent of the taxpayer savings becoming 
taxable.  
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Credit	unions	



 

 

 

 

 

 

Revenues realized may be different from taxpayer savings for various reasons, 
such as: 

•  Elasticity  
•  Compliance factors 
•  Change in taxpayer behavior 
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Credit	unions	

Taxpayer	savings	($	in	millions):
FY	2020 FY	2021 FY	2022 FY	2023

State	Taxes 48.308 59.626 63.317 70.640
Local	Taxes 0.000 0.000 0.000 0.000

Potential	Revenue	Gains	($	in	millions):
FY	2020 FY	2021 FY	2022 FY	2023

State	Taxes 0.000 2.700 3.200 3.500
Local	Taxes 0.000 0.000 0.000 0.000
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Who		
are	our	
customers
?	



Our customers are: 

•  Legislators	and	
legisla+ve	staff	

•  State	and	local	
government	staff	

•  Lobbyists	

•  General	public	



Bottom line –  

Our customers 
are busy people	
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Know	the	cost	of	exemp+ons		
to	the	state	
	
Ability	to	find	informa+on	quickly	
	
	
Also	be	able	to	easily	answer	their	
own	ques+ons	
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•  Report	

•  List	of	all	exemp+ons	

•  Data	visualiza+on	
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Informa+on	provided	in	exemp+on	study	

 

The exemption study includes: 
•  Detailed	informa+on	about	each	

exemp+on.		
•  How	much	taxpayers	save.	
•  Revenues	that	would	be	realized	if	the	

exemp+on	was	repealed	
•  Major	assump+ons	used	to	es+mate	

revenue	impacts.	
•  Data	sources.	
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List	of	all	exemp+ons	

2016	
Ord. 2016	FE# RCW Title Tax	Type Preference	Type Category

Year	
Enacted

594 E1603-1
82.08.207;	
82.12.207

Standard	Financial	Information Retail	Sales	&	Use	TaxExemption Business 2013

610 E1621-1 82.08.830
Nonprofit	camps	and	
conference	centers

Retail	Sales	&	
Use	Tax

Exemption Nonprofit 1997

611 E1622-1
82.08.832;	
82.12.832

Gun	safes
Retail	Sales	&	
Use	Tax

Exemption Individuals 1998

614 E1625-1
82.08.855;	
82.12.855

Farm	machinery	replacement	
parts	and	repair

Retail	Sales	&	
Use	Tax

Exemption Agriculture 2006

617 E1628-1
82.08.875;	
82.12.875

Automotive	adaptive	equipmentRetail	Sales	&	Use	TaxExemption Other 2013

623 E1634-1
82.08.925;	
82.12.925

Dietary	supplements
Retail	Sales	&	
Use	Tax

Exemption Individuals 2003

629 E1642-1
82.08.962;	
82.12.962

Renewable	energy	equipment
Retail	Sales	&	
Use	Tax

Exemption Business 2009

630 E1643-1
82.08.963;	
82.12.863

Solar	energy	equipment
Retail	Sales	&	
Use	Tax

Exemption Business 2009

634 E1647-1
82.08.975;	
82.12.975

Airplane	pre-production	
computer	expenditures

Retail	Sales	&	
Use	Tax

Exemption Business 2003

645 E1714-1
82.08.9996;	
82.12.9996

Vessel	deconstruction
Retail	Sales	&	
Use	Tax

Exemption Business 2014
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Data	visualiza+on	
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Data	visualiza+on	
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Data	visualiza+on	
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Data	visualiza+on	



Let’s 
Talk 



Kim	Davis	
Tax	Policy	Specialist	
KimDa@dor.wa.gov	
(360)	534-1508	
	
	
2016	Tax	Exemp+on	Study	
https://dor.wa.gov/about/statistics-reports/tax-exemptions-2016 
	
	
2020	Tax	Exemp+on	Study	will	be	available	on	our	website	in	
January	2020	
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Informa+on	


