AGENCY'S ESTIMATES

EXECUTIVE AGENCY

FISCAL NOTE

Agency Submitting: Department of Employment, Training and Rehabilitation

BDR 53-865

SB 106

Date Prepared: February 27, 2017

Items of Revenue or Fiscal Year Fiscal Year Fiscal Year |Effect on Future
Expense, or Both 2016-17 2017-18 2018-19 Biennia

Ul Trust Fund (Revenue) $3,200,000 $14,300,000 $55,400,000
Reductions to Set Aside (Revenue) ($283,592)
Ul Contributions (Revenue) $4,400,000 $13,900,000 $75,100,000
Client Wages (Expense) $48,225 $96,450 $626,925
Ul Benefits (Expense) $1,400,000 $5,500,000 $32,500,000

Total $6,151,775 $22,603,550 $97,089,483

Explanation

(Use Additional Sheets of Attachments, if required)

The Department calculates several impacts. The Bureau of Vocational Rehabilitation and Bureau of Services to the
Blind and Visually Impaired provide community based assessment/work experience programs wherein the Bureaus pay
minimum wage salaries for clients while they are working in the program. Furthermore, this initiative would impact
Unemployment Insurance (Ul) Benefits and Contributions. The changes in wages are calculated and applied to the
existing Ul forecasting model to determine the future impact on Ul Benefits Payments, Ul Contributions. Finally, a
reduction to the set aside in the Blind Business Enterprise of Nevada (BEN) program is anticipated due to payroll
increases at sites that employ individuals at minimum wage. Set aside is a percentage of the profits. The Department
then factored the percentage that each specific BEN operator pays, to arrive at the amount of set aside that would not

be paid due to increased payroll costs.

In addition to calculated impacts, there are other impacts that cannot be determined at this time for the Rehabilitation
Division. The cost of operating a business will increase, so we would fully expect that we would lose some service
providers, and that we would have to renegotiate fee schedules for our existing service providers at an increased rate
to make up for the increased cost of doing business. The impact for an increase in client service expenditures for
receiving the same services cannot be determined at this time; however the impact would be fairly substantial as

around $7 million is expended towards client services each year.

Name Heather Bugg

Title ~ Management Analyst IlI
GOVERNOR'S OFFICE OF FINANCE COMMENTS Date  Friday, February 24, 2017
The agency's response appears reasonable.

Name Susan Brown

Title  Executive Budget Officer
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BDR/Bill/Amendment Number:
Name of Agency:

BDR 53-865 SB106

DESCRIPTION OF FISCAL EFFECT

Department of Employment, Training, and Rehabiltation

Division/Department: Rehabilitation
Date: 2/14/2017
Fiscal Year  Fiscal Year  Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Effect on Future Biennig
Category Type Description 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 (Fiscal Year 2019-23)
Revenue Ul Trust Fund $ -8 - $ -8 3,200,000.00 $ 14,300,000.00 $ 18,100,000.00 $ 18,100,000.00 $ 19,200,000.00 $ 55,400,000.00
Revenue Reduction to Set Aside Funds $ - $ $ - $ - $ - $ (37,812.37) $ (94,530.93) $ (151,249.48) $ (283,592.78)
Revenue Ul Contributions $ -8 $ -8 4,400,000.00 $ 13,900,000.00 $ 20,700,000.00 $ 26,400,000.00 $ 28,000,000.00 $ 75,100,000.00
Expense Client Wages $ -8 $ -8 48,225.00 $ 96,450.00 $ 144,675.00 $ 241,125.00 $ 241,125.00 $ 626,925.00
Expense Ul Benefit $ -8 $ -8 1,400,000.00 $ 5,500,000.00 $ 8,200,000.00 $ 11,200,000.00 $ 13,100,000.00 $ 32,500,000.00
Totals $ -8 -8 -8 6,151,775.00 $ 22,603,550.00 $ 30,417,512.63 $ 32,964,344.07 $ 33,707,625.52 $ 97,089,482.22

Organizational Input

The Department calculates several impacts. The Bureau of Vocational Rehabilitation and Bureau of Services to the Blind and Visually Impaired provide community based assessment/work experience programs wherein the Bureaus pay
minimum wage salaries for clients while they are working in the program. Furthermore, this initiative would impact Unemployment Insurance (Ul) Benefits and Contributions. The changes in wages are calculated and applied to the existing Ul
forecasting model to determine the future impact on Ul Benefits Payments, Ul Contributions. Finally, a reduction to the set aside in the Blind Business Enterprise of Nevada (BEN) program is anticipated due to payroll increases at sites that
employ individuals at minimum wage. Set aside is a percentage of the profits. The Department then factored the percentage that each specific BEN operator pays, to arrive at the amount of set aside that would not be paid due to increased
payroll costs.

In addition to calculated impacts, there are other impacts that cannot be determined at this time for the Rehabilitation Division. The cost of operating a business will increase, so we would fully expect that we would lose some service providers,
and that we would have to renegotiate fee schedules for our existing service providers at an increased rate to make up for the increased cost of doing business. The impact for an increase in client service expenditures for receiving the same
services cannot be determined at this time; however the impact would be fairly substantial as around $7 million is expended towards client services each year.
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BRIAN SANDOVAL DON SODERBERG

GOVERNOR DIRECTOR
Nevada Department of Employment,
Training and Rehabilitation
OFFICE OF THE DIRECTOR
MEMORANDUM
Date: February 13, 2017
To: Cheryl Harvey, Management Assistant
LCB Fiscal Analysis Division
From: Don Soderberg, Director

Department of Employment, Training, and Rehabilitation

SUBJECT: SB106 Response

We have performed an analysis of the proposed legislation SB106, and our information shows
that as of 2016 there were over 356,000 Nevada workers earning a mean wage of $12.00 per
hour or less. Table 1 below shows the number of Nevadans earning wages below each 75 cent
threshold from $9.00 per hour to $12.00 per hour, as of 2016.

Table 1. Number of Workers Earning Less Than A Certain Wage, 2016 Employment Values

Wage Number of Workers
$ 9.00 141,634
$ 9.75 202,259
$10.50 257,046
$11.25 306,587
$12.00 356,519
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Taking into account occupational growth rates from our latest estimates, and ignoring any
potential negative employment impact, the number of workers under each proposed wage
threshold over the life of the bill would be as shown in Table 2.

Table 2. Number of Workers Earning Less Than A Certain Wage, Projected Employment
Values

Wage Year | Number of Workers
$ 9.00 2018 | 148,215
$ 9.75 2019 | 216,467
$10.50 2020 | 281,759
$11.25 2021 | 344,168
$12.00 2022 | 409,567

Additionally, we have analyzed the potential impact of SB106 on the UI Trust Fund. Currently,
approximately $300 million in benefits are paid each year, while contributions paid total
approximately $560 million and the Trust Fund balance is $750 million'. Assuming a constant
UI contribution rate at the current level of 1.95%, our estimated impacts are presented for each
fiscal year in Table 3 below. Note that these estimates are presented as ranges due to
uncertainty regarding the legislation’s potential negative impacts on employment levels.

Table 3. Estimated Impact of SB106 on Ul Trust Fund

Estimated Changes To:

Benefit  Payments | Contributions Trust Fund
Year (millions $) (millions $§) (millions $§)
2018 1.1-14 43-4.4 29-3.2
2019 4.6 -5.5 12.9-13.9 10.0 - 14.3
2020 6.8 -8.2 17.9 - 20.7 10.8 - 18.1
2021 9.1-11.2 21.4-264 10.8 - 18.1
2022 9.9-13.1 20.2 - 28.0 7.9-19.2
2023 10.4 - 13.7 18.9 - 28.6 6.1-19.9
2018 - 2023 Total | 42.2 - 53.6 95.8 - 122.1 45.4 - 84.3

I As of the date of this Fiscal Note.
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SB106: BDR 53-865

SFY16 VR Client Wages For CBAs / SAs and Related Minimum Wage Projections

A B (o3 D E F G H
Vendor SfY1G Hours Current Minimum Wage SFY18 Projected Minimum Wage of $9.00 SFY19 Projected Minimum Wage of $9.75 SFYZ(‘)N::aje;;t:ol\-ﬂsi:imum SFYzoaal;?Lefc;j:r;nimum SFY20€6al;r:Lefc;ig-0M;nimum
Clients Worked of $8.25 (Increase of $.75 from SFY16) (Increase of $1.50 from SFY16) Increase of $2.25 from Increase of $3.00 from Increase of $3.75 from
Proposed Rate $ 825 § 900 § 975 § 1050 $ 1125 § 12.00
Goodwill Industries 322 100 $265,650 $289,800 $313,950 $338,100 $362,250 $386,400
Manpower 191 100 $157,575 $171,900 $186,225 $200,550 $214,875 $229,200
Opportunity Village 72 100 $59,400 $64,800 $70,200 $75,600 $81,000 $86,400
United Cerebral Palsy 32 100 $26,400 $28,800 $31,200 $33,600 $36,000 $38,400
Howroyd Wright 8 100 $6,600 $7,200 $7,800 $8,400 $9,000 $9,600
STS Temps 7 100 $5,775 $6,300 $6,825 $7,350 $7,875 $8,400
Easter Seals 5 100 $4,125 $4,500 $4,875 $5,250 $5,625 $6,000
American Rehabilitation 2 100 $1,650 $1,800 $1,950 $2,100 $2,250 $2,400
Empowerment Center 1 100 $825 $900 $975 $1,050 $1,125 $1,200
High Sierra Industries 1 100 $825 $900 $975 $1,050 $1,125 $1,200
Lanan Pasion 1 100 $825 $900 $975 $1,050 $1,125 $1,200
TMCC Board of Regents 1 100 $825 $900 $975 $1,050 $1,125 $1,200
643 100 $530,475 $578,700 $626,925 $675,150 $723,375 $771,600
Impact from Current Minimum Wage $48,225 $96,450 $144,675 $192,900 $241,125
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