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The board of directors of an irrigation district may authorize an attorney of its choosing to defend an officer, employee, or agent of the district,
present or former, who requests representation as a result of an action,
claim, or proceeding instituted against him or her. The costs of defense, including attorney's fees and any obligation for payment arising from the action, may be paid from district funds. Costs of defense, and judgment or
settlement not in the person's favor, shall not be paid by the district if the
court finds the person was not acting in good faith or within the scope of the
person's employment or duties for the district.
Passed the Senate February 18, 1986.
Passed the House February 25, 1986.
Approved by the Governor March 7, 1986.
Filed in Office of Secretary of State March 7, 1986.

CHAPTER 9
[Substitute Senate Bill No. 4720]
INDUSTRIAL INSURANCE
AN ACT Relating to industrial insurance employer services; amending RCW 51.16.150,
51.16.170, 51.48.030, 51.48.040, 51.48.120, and 51.48.150; adding new sections to chapter 51 .04 RCW; adding new sections to chapter 51.16 RCW; adding new sections to chapter 51.48
RCW; adding a new section to chapter 51.52 RCW; and prescribing penalties.

Be it enacted by the Legislature of the State of Washington:
NEW SECTION. Sec. I. A new section is added to chapter 51.04
RCW to read as follows:
Any employer other than a self-insurer subject to this title shall, under
such rules as the department shall prescribe, apply for and obtain from the
department a certificate of coverage. The certificate shall be personal and
nontransferable and shall be valid as long as the employer continues in
business and pays the taxes due the state. In case the employer maintains
more than one place of business, a separate certificate of coverage for each
place at which business is transacted shall be required. Each certificate shall
be numbered and shall show the name, residence, and place and character
of business of the employer and such other information as the department
deems necessary and shall be posted conspicuously at the place of business
for which it is issued. Where a place of business of the employer is changed,
the employer must notify the department within thirty days of the new address and a new certificate shall be issued for the new place of business. No
employer may engage in any business for which taxes are due tinder this title without having a certificate of coverage in compliance with this section,
except that the department, by general rule, may provide for the issuance of
a certificate of coverage to employers with temporary places of business.
NEW SECTION. Sec. 2. A new section is added to chapter 51.04
RCW to read as follows:
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Any notice or order required by this title to be mailed to any employer

may be served in the manner prescribed by law for personal service of summons and complaint in the commencement of actions in the superior courts
of the state, but if the notice or o.:der is mailed, it shall be addressed to the

address of the employer as shown by the records of the department, or, if no
such address is shown, to such address as the department is able to ascertain
by reasonable effort. Failure of the employer to receive such notice or order
whether served or mailed shall not release the employer from any tax or any

increases or penalties thereon.
NEW SECTION. Sec. 3. A new section is added to chapter 51.04
RCW to read as follows:

"Successor" means any person to whom a taxpayer quitting, selling
out, exchanging, or disposing of a business sells or otherwise conveys, directly or indirectly, in bulk and not in the ordinary course of the taxpayer's
business, a major part of the materials, supplies, merchandise, inventory,
fixtures, or equipment of the taxpayer.
Sec. 4. Section 51.16.150, chapter 23, Laws of 1961 as last amended
by section 2, chapter 315, Laws of 1985 and RCW 51.16.150 are each
amended to read as follows:
If any employer shall default in any payment to any fund, the sum due

may be collected by action at law in the name of the state as plaintiff, and
such right of action shall be in addition to any other right of action or rem,.b.elc,.ted
edy. If such default occurs after demand, ((ther. sha ll al
p.nalty eiqual to twenty-fiv.

p

of t ie a iouiuut
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o, payines., an!)) the director may require from the defaulting employer a bond to the state for the benefit of any fund, with surety to the
director's satisfaction, in the penalty of double the amount of the estimated
payments which will be required from such employer into the said funds foand during the ensuing one year, together with any penalty or penalties icurrcd. In case of refusal or failure after written demand personally served
to furnish such bond, the state shall be entitled to an injunction restraining
the delinquent from prosecuting an occupation or work until such bond is
furnished, and until all delinquent premiums, penalties, interest and costs
are paid, conditioned for the prompt and punctual making of all payments
into said funds during such periods, and any sale, transfer, or lease attempted to be made by such delinquent during the period of any of the defaults herein mentioned, of his works, plant, or lcase thereto, shall be invalid
until all past delinquencies are made good, and such bond furnished.
I-;,nt

Sec. 5. Section 51.16.170, chapter 23, Laws of 1961 and RCW 51.16-.170 are each amended to read as follows:
Separate and apart from and in addition to the foregoing provisions in
this chapter, the claims of the state for payments and penalties due under
this title shall be a lien prior to all other liens or claims and on a parity with
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prior tax liens not only against the interest of any employer, ((but against
th e iterests of all oth-m,)) in real estate, plant, works, equipment, and
buildings improved, operated, or constructed by any employer, and also
upon any products or articles manufactured by such employer.
The lien created by this section shall attach from the date of the commencement of the labor upon such property for which such premiums are
due. In order to avail itself of the lien hereby created, the department shall,
within four months after the employer has made report of his payroll and
has defaulted in the payment of his premiums thereupon, file with the
county auditor of the county within which such property is then situated, a
statement in writing describing in general terms the property upon which a
lien is claimed and stating the amount of the lien claimed by the department. If any employer fails or refuses to make report of his payroll, the lien
hereby created shall continue in full force and effect, although the amount
thereof is undetermined and the four months' time within which the department shall file its claim of lien shall not begin to run until the actual
receipt by the department of such payroll report. From and after the filing
of such claim of lien, the department shall be entitled to commence suit to
cause such lien to be foreclosed in the manner provided by law for the foreclosure of other liens on real or personal property, and in such suit the certificate of the department stating the date of the actual receipt by the
department of such payroll report shall be prima facie evidence of such fact.
NEW SECTION. Sec. 6. A new section is added to chapter 51.16
RCW to read as follows:
Whenever any employer quits business, or sells out, exchanges, or
otherwise disposes of the employer's business or stock of goods, any tax
payable hereunder shall become immediately due and payable, and the employer shall, within ten days thereafter, make a return and pay the tax due;
and any person who becomes a successor to such business shall become liable for the full amount of the tax and withhold from the purchase price a
sum sufficient to pay any tax due from the employer until such time as the
employer shall produce a receipt from the department showing payment in
full of any tax due or a certificate that no tax is due and, if such tax is not
paid by the employer within ten days from the date of such sale, exchange,
or disposal, the successor shall become liable for the payment of the full
amount of tax, and the payment thereof by such successor shall, to the extent thereof, be deemed a payment upon the purchase price, and if such
payment is greater in amount than the purchase price the amount of the
difference shall become a debt due such successor from the employer.
No successor may be liable for any tax due from the person from
whom that person has acquired a business or stock of goods if that person
gives written notice to the department of such acquisition and no assessment
is issued by the department within sixty days of receipt of such notice
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against the former operator of the business and a copy thereof mailed to
such successor.
NEW SECTION. Sec. 7. A new section is added to chapter 51.16
RCW to read as follows:
Any employer who has not complied with the cash deposit or bond in
lieu of cash deposit requirements of RCW 51.16.110 shall have failed to secure the payment of compensation under this title and the department may
collect the cash deposit pursuant to RCW 51.48.120 or by any other method of collection provided by this title.
Sec. 8. Section 51.48.030, chapter 23, Laws of 1961 as last amended
by section 4, chapter 347, Laws of 1985 and RCW 51.48.030 are each
amended to read as follows:
Every employer who fails to keep and preserve the records required by
this title or fails to make the reports provided in this title shall be subject to
a penalty determined by the director but not to exceed two hundred fifty
dollars or two hundred percent of the quarterly ((prnium)) tax for each
such offense, whichever is greater. Any employer who fails to keep and preserve the records adequate to determine taxes due shall be forever barred
from questioning, in an appeal before the board of industrial insurance appeals or the courts, the correctness of any assessment by the department
based on any period for which such records have not been kept and
preserved.
Sec. 9. Section 51.48.040, chapter 23, Laws of 1961 as amended by
section 5, chapter 347, Laws of 1985 and RCW 51.48.040 are each amended to read as follows:
The books, records and payrolls of the employer pertinent to the administration of this title shall always be open to inspection by the department or its traveling auditor, agent or assistant, for the purpose of
ascertaining the correctness of the payroll, the ((men)) persons employed,
and such other information as may be necessary for the department and its
management under this title. Refusal on the part of the employer to submit
his books, records and payrolls for such inspection to the department, or any
assistant presenting written authority from the director, shall subject the
offending employer to a penalty determined by the director but not to exceed two hundred fifty dollars for each offense and the individual who personally gives such refusal shall be guilty of a misdemeanor. Any employer
who fails to allow adequate inspection in accordance with the requirements
of this section is subject to having its certificate of coverage revoked by order of the department and is forever barred from questioning in any proceeding in front of the board of industrial insurance appeals or any court,
the correctness of any assessment by the department based on any period
for which such rec3rds have not been produced for inspection.
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Sec. 10. Section 32, chapter 43, Laws of 1972 ex. sess. as amended by
section 6, chapter 315, Laws of 1985 and RCW 51.48.120 are each amended to read as follows:
If any employer should default in any payment due to the state fund
the director or ((his)) the director's designee may issue a notice of assessment certifying the amount due, which notice shall be served upon the employer by mailing such notice to the employer by ((registe.ed)) certified
mail to ((his)) the employer's last known address, accompanied by an affidavit of service by mailing, or served in the manner prescribed for the service of a summons in a civil action. Such notice shall contain the information
that an appeal must be filed with the board of industrial insurance appeals
and the director by mail or personally within thirty days of the date of
service of the notice of assessment in order to appeal the assessment unless a
written request for reconsideration is filed with the department of labor and
industries.
Sec. !1. Section 35, chapter 43, Laws of 1972 ex. sess. and RCW 51.48.150 are each amended to read as follows:
The director or ((his)) the director's designee is hereby authorized to
issue to any person, firm, corporation, municipal corporation, political subdivision of the state, a public corporation, or any agency of the state, a notice and order to withhold and deliver property of any kind whatsoever
when he or she has reason to believe that there is in the possession of such
person, firm, corporation, municipal corporation, political subdivision of the
state, public corporation, or any agency of the state, property which is or
shall become due, owing, or belonging to any employer upon whom a notice
of assessment has been served by the department for payments due to the
state fund. The effect of a notice and order to withhold and deliver shall be
continuous from the date such notice and order to withhold and deliver is
first made until the liability out of which such notice and order to withhold
and deliver arose is satisfied or becomes unenforceable because of lapse of
time. The department shall release the notice and order to withhold and
deliver when the liability out of which the notice and order to withhold and
deliver arose is satisfied or becomes unenforceable by reason of lapse of time
and shall notify the person against whom the notice and order to withhold
and deliver was made that such notice and order to withhold and deliver has
been released.
The notice and order to withhold and deliver shall be served by the
sheriff of the county or by ((his)) the sheriff's deputy, or by any duly authorized representatives of the director. Any person, firm, corporation, municipal corporation, political subdivision of the state, public corporation or any
agency of the state upon whom service has been made is hereby required to
answer the notice within twenty days exclusive of the day of service, under
oath and in writing, and shall make true answers to the matters inquired of
in the notice and order to withhold and deliver. In the event there is in the
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possession of the party named and served with a notice and order to withhold and deliver, any property which may be ,,ubject to the claim of the department, such property shall be delivereii forthwith to the director or
((his)) the director's duly authorized rep,'esentative upon ((demand to))
service of the notice to withhold and deliser which will be held in trust by
the director for application on the emplkyer's indebtedness to the department, or for return without interest, in accordance with a final determination of a petition for review, or in the alternative such party shall furnish a
good and sufficient surety bond satisfactory to the director conditioned upon
final determination of liability. Should any party served and named in the
notice to withhold and deliver fail to make answer to such notice and order
to withhold and deliver, within the time prescribed herein, it shall be lawful
for the court, after the time to answer such order has expired, to render
judgment by default against the party named in the notice to withhold and
deliver for the full amount claimed by the director in the notice to withhold
and deliver together with costs. In the event that a notice to withhold and
deliver is served upon an employer and the property found to be subject
thereto is wages, then the employer shall be entitled to assert in the answer
to all exemptions provided for by chapter 7.33 RCW to which the wage
earner may be entitled.
NEW SECTION. Sec. 12. A new section is added to chapter 51.48
RCW to read as follows:
(I) It is unlawful:
(a) For any employer to engage in business subject to this title withou
having obtained a certificate of coverage as provided for in this title;
(b) For the president, vice-president, secretary, treasurer, or other officer of any company to cause or permit the company to engage in business
subject to this title without having obtained a certificate of coverage as provided for in this title.
Any person violating any of the provisions of this subsection is guilty of
a gross misdemeanor punishable under RCW 9A.20.021.
(2) It is unlawful:
(a) For any employer to engage in business subject to this title after
the employer's certificate of coverage has been revoked by order of the
department;
(b) For the president, vice-president, secretary, treasurer, or other officer of any company to cause or permit the company to engage in business
subject to this title after revocation of a certificate of coverage.
Any person violating any of the provisions of this subsection is guilty of
a class C felony punishable under RCW 9A.20.021.
NEW SECTION. See. 13. A new section is added to chapter 51.48
RCW to read as follows:
If any warrant issued under this title is not paid within thirty days after it has been filed with the clerk of the superior court, or if any employer
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is delinquent, for three consecutive reporting periods, in the transmission to
the department of taxes due, the department may, by order issued under its
official seal, revoke the certificate of coverage of the employer against whom
the warrant was issued; and if the order is entered, a copy thereof shall be
posted in a conspicuous place at the main entrance to the employer's place
of business and shall remain posted until such time as the warrant has been
paid. Any certificate so revoked shall not be reinstated, nor shall a new certificate of coverage be issued to the employer, until the amount due on the
warrant has been paid, or provisions for payment satisfactory to the department have been entered, and until the taxpayer has deposited with the department such security for payment of any taxes, increases, and penalties,
due or which may become due in an amount and under such terms and
conditions as the department may require, but the amount of the security
shall not be greater than one-half the estimated average annual taxes of the
employer.
NEW SECTION. Sec. 14. A new section is added to chapter 51.48
RCW to read as follows:
if the director or the director's designee has reason to believe that an
employer is insolvent or about to cease business, leave the state, or remove
or dissipate assets out of which taxes or penalties might be satisfied, and the
collection of any taxes accrued will be jeopardized by delaying collection,
the director or the director's designee may make an immediate assessment
thereof and may proceed to enforce collection immediately under the terms
of sections 15 and 16 of this act, but interest and penalties shall not begin to
accrue upon any taxes until the date when such taxes would normally have
become delinquent.
NEW SECTION. Sec. 15. A new section is added to chapter 51.48
RCW to read as follows:
If the amount of taxes, interest, or penalties assessed by the director or
the director's designee by order and notice of assessment pursuant to section
14 of this act is not paid within ten days after the service or mailing of the
order and notice of assessment, the director or the director's designee may
collect the amount stated in said assessment by the distraint, seizure, and
sale of the property, goods, chattels, and effects of the delinquent employer.
There shall be exempt from distraint and sale under this section such goods
and property as are exempt from execution under the laws of this state.
NEW SECTION. Sec.. 16. A new section is added to chapter 51.48
RCW to read as follows: ,
The director or the director's designee, upon making a distraint pursuant to sections 14 and 15 of this act, shall seize the property and shall make
an inventory of the property distrained, a copy of which shall be mailed to
the owner of such property or personally delivered to the owner, and shall
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specify the time and place when the property shall be sold. A notice specifying the property to be sold and the time and place of sale shall be posted
in at least two public places in the county wherein the seizure has been
made. The time of sale shall be not less than twenty days from the date of
posting of such notices. The sale may be adjourned from time to time at the
discretion of the director or the director's designee, but not for a time to
exceed in all sixty days. No sale shall take place if an appeal is pending.
The sale shall be conducted by the director or the director's designee who
shall proceed to sell such property by parcel or by lot at a public auction,
and who may set a minimum price to include the expenses of making a levy
and of advertising the sale, and if the amount bid for such property at the
sale is not equal to the minimum price so fixed, the director or the director's
designee may declare such property to be purchased by the department for
such minimum price. In such event the delinquent account shall be credited
with the amount for which the property has been sold. Property acquired by
the department as herein prescribed may be sold by the director or the director's designee at public or private sale, and the amount realized shall be
placed in the state of Washington industrial insurance fund.
In all cases of sale, as aforesaid, the director or the director's designee
shall issue a bill of sale or a deed to the purchaser and the bill of sale or
deed shall be prima facie evidence of the right of the director or the director's designee to make such sale and conclusive evidence of the regularity of
the proceeding in making the sale, and shall transfer to the purchaser all
right, title, and interest of the delinquent employer in said property. The
proceeds of any such sale, except in those cases wherein the property has
been acquired by the department, shall be first applied by the director or
the director's designee in satisfaction of the delinquent account, and out of
any sum received in excess of the amount of delinquent taxes, intzrest, and
penalties the industrial insurance fund shall be reimbursed for the costs of
distraint and sale. Any excess which shall thereafter remain in the hands of
the director or the director's designee shall be refunded to the delinquent
employer. Sums so refundable to a delinquent employer may be subject to
seizure or distraint in the hands of the director or the director's designee by
any other taxing authority of the state or its political subdivisions.
NEW SECTION. Sec. 17. A new section is added to chapter 51.48
RCW to read as follows:
(I) When there is probable cause to believe that there is property
within this state not otherwise exempt from process or execution in the possession or control of any employer against whom a tax warrant issued under
RCW 51.48.140 has been filed which remains unsatisfied, or an assessment
issued pursuant to section 14 of this act, any judge of the superior court or
district court in the county in which such property is located may, upon the
request of the sheriff or agent of the department authorized to collect taxes,
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issue a warrant directed to the officers commanding the search for and seizure of the property described in the request for warrant.
(2) The procedure for the issuance, and execution and return of the
warrant authorized by this section and for return of any property seized
shall be the criminal rules of the superior court and the district court.
(3) The sheriff or agent of the department shall levy execution upon
property seized under this section as provided in sections 21 and 22 of this
act.
(4) This section does not require the application for or issuance of any
warrant not otherwise required by law.
NEW SECTION. Sec. 18. A new section is added to chapter 51.48
RCW to read as follows:
If payment of any tax due is not received by the department by the due
date, there shall be assessed a penalty of five percent of the amount of the
tax; and if the tax is not received within thirty days after the due date, there
shall be assessed a total penalty of ten percent of the amount of the tax; and
if the tax is not received within sixty days after the due date, there shall be
assessed a total penalty of twenty percent of the amount of the tax. No
penalty so added may be less than ten dollars. If a warrant is issued by the
department for the collection of taxes, increases, and penalties, there shall
be added thereto a penalty of five percent of the amount of the tax, but not
less than five dollars nor greater than one hundred dollars. Warrants shall
earn interest at the rate of one percent of tlc amount of such warrant per
month or fraction thereof from and after the date of entry of such warrant.
NEW SECTION. Sec. 19, A new section is added to chapter 51.52
RCW to read as follows:
All taxes, penalties, and interest shall be paid in full before any action
may be instituted in any curt to contest all or any part of such taxes, penalties, or interest unless th,., urt determines that there would be an undue
hardship to the employer. In t.,c event an employer prevails in a court action, the employer shall be allowed interest on all taxes, penalties, and interest paid by the employer but determined by a final order of the court to
not be due, from the date such taxes, penalties, and interet were paid. Interest shall be at the rate allowed by law as prejudgment interest.
NEW SECTION. Sec. 20. A new section is added to chapter 51.52
RCW to read as follows:
No restraining order or injunction may be granted or issued by any
court to restrain or enjoin the collection of any tax or penalty or any part
thereof, except upon the ground that the assessment thereof was in violation
of the Constitution of the United States or that of the state.
NEW SECTION. Sec. 21. A new section is added to chapter 51.48
RCW to read as follows:
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The department may issue an order of execution, pursuant to a filed
warrant, under its official seal directed to the sheriff of the county in which
the warrant has been filed, commanding the sheriff to levy upon and sell the
real and/or personal property of the taxpayer found within the county, or so
much thereof as may be necessary, for the payment of the amount of the
warrant, plus the cost of executing the warrant, and return the warrant to
the department and pay to it the money collected by virtue thereof within
sixty days after the receipt of the warrant. The sheriff shall thereupon proceed upon the same in all respects and with like effect as prescribed by law
with respect to execution or other process issued against rights or property
upon judgments of the superior court.
The sheriff shall be entitled to fees as provided by law for services in
levying execution on a superior court judgment and the clerk shall be entitled to a filing fee as provided by law, which shall be added to the amount
of the warrant.
The proceeds received from any sale shall be credited upon the amount
due under the warrant and when the final amount due is received, together
with interest, penalties, and costs, the judgment docket shall show the claim
for taxes to be satisfied and the clerk of the court shall so note upon the
docket. Any surplus received from any sale of property shall be paid to the
taxpayer or to any lien holder entitled thereto. If the return on the warrant
shows that the same has not been satisfied in full, the amount of the deficiency shall remain the same as a judgment against the taxpayer which may
be collected in the same manner as the original amount of the warrant.
NEW SECTION. Sec. 22. A new section is added to chapter 51.48
RCW to read as follows:
In the discretion of the department, an order of execution of like terms,
force, and effect may be issued and directed to any agent of the department
authorized to collect taxes, and in the execution thereof such agent shall
have all the powers conferred by law upon sheriffs, but shall not be entitled
to any fee or compensation in excess of the actual expenses paid in the performance of such duty, which shall be added to the amount of the warrant.
NEW SECTION. Sec. 23. A new section is added to chapter 51.48
RCW to read as follows:
When recovery is had in any suit or proceeding against an officer,
agent, or employee of the department for any act done by that person or for
the recovery of any money exacted by or paid to that person and by that
person paid over to the department, in the performance of the person's official duty, and the court certifies that there was probable cause for the act
done by such officer, agent, or employee, or that he or she acted under the
direction of the department or an officer thereof, no execution shall issue
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against such officer, agent, or employee, but the amount so recovered shall,
upon final judgment, be paid by the department as an expense of operation.
Passed the Senate February 15, 1986.
Passed the House February 24, 1986.
Approved by the Governor March 7, 1986.
Filed in Office of Secretary of State March 7, 1986.

CHAPTER 10
[Senate Bill No. 4713]
INDUSTRIAL INSURANCE APPEALS-LIMITATIONS ON JUDGES
AN ACT Relating to industrial insurance appeals; and amending RCW 51.52.095.

Be it enacted by the Legislature of the State of Washington:
Sec. 1. Section 51.52.095, chapter 23, Laws of 1961 as last amended
by section 2, chapter 209, Laws of 1985 and RCW 51.52.095 are each
amended to read as follows:
(I) The board, upon request of the worker, beneficiary, or employer, or
upon its own motion, may direct all parties interested in an appeal, together
with their attorneys, if any, to appear before it, a member of the board, or
an authorized industrial appeals judge, for a conference for the purpose of
determining the feasibility of settlement, the simplification of issues of law
and fact, the necessity of amendments to the notice of appeal or other
pleadings, the possibility of obtaining admissions of fact and of documents
which will avoid unnecessary proof, the limitation of the number of expert
witnesses, and such other matters as may aid in the disposition of the appeal. Such conference may be held prior to the hearing, or it may be held
during the hearing, at the discretion of the board member or industrial appeals judge conducting the same, in which case the hearing will be recessed
for such conference. Following the conference, the board member or industrial appeals judge conducting the same, shall state on the record the results
of such conference, and the parties present or their representatives shall
state their concurrence on the record. Such agreement as stated on the
record shall control the subsequent course of the proceedings, unless modified at a subsequent hearing to prevent manifest injustice. If agreement
concerning final disposition of the appeal is reached by the parties present
at the conference, or by the employer and worker or beneficiary, the board
may enter a final decision and order in accordance therewith, providing the
board finds such agreement is in conformity with the law and the facts.
(2) In order to carry out subsection (1) of this section, the board shall
develop expertise to mediate disputes informally. Where possible, industrial
appeals judges with a demonstrated history of successfully resolving disputes or who have received training in dispute resolution techniques shall be
appointed to perform mediation functions. No industrial appeals judge who
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