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and no member of the committee may be considered or held to be an insur-
er of the funds or assets of the retirement system nor shall any member be
liable for actions performed with the exercise of reasonable diligence within
the scope of his or her duly authorized activities as a member of the
committee.

NEW SECTION. Sec. 7. Section 1, chapter 34, Laws of 1980 and
RCW 35.39.041 are each repealed.

NEW SECTION. Sec. 8. Sections 1 through 6 of this act are each
added to chapter 35.39 RCW.

NEW SECTION. Sec. 9. This act shall take effect July 1, 1982.

Passed the House March 1I, 1982.
Passed the Senate March 10, 1982.
Approved by the Governor April 1, 1982.
Filed in Office of Secretary of State April 1, 1982.

CHAPTER 167
[Substitute House Bill No. 837]

STATE EMPLOYEES-PRODUCTIVITY BOARD- INCENTIVE PAY-
APPROPRIATION

AN ACT Relating to state cnployees; amending section 1, chapter 142, Laws of 1965 ex. sess.
as last amended by section 103, chapter 169, Laws of 1977 ex. sess. and RCW 41.60.010;
amending section 2, chapter 142, Laws of 1965 ex. sess. as last amended by section 1,
chapter 122, Laws of 1975-'76 2nd ex. sess. and RCW 41.60.020; amending section 3,
chapter 142, Laws of 1965 ex. sess. and RCW 41.60.030; amending section 5, chapter
142, Laws of 1965 ex. sess. as last amended by section 3, chapter 122, Laws of 1975-'76
2nd ex. sess. and RCW 41.60.050; amending section 5, chapter 122, Laws of 1975-'76
2nd ex. sess. and RCW 41.60.080; amending sect:- n 28, chapter I, Laws of 1961 as
amended by section 1, chapter 215, Laws of 1963 and RCW 41.06.280; adding new sec-
tions to chapter 41.60 RCW; adding a new section to chapter 43.131 RCW; repealing
section 4, chapter 142, Laws of 1965 ex. sess., section 5, chapter 152, Laws of 1969 ex.
sess., section 2, chapter 122, Laws of 1975-'76 2nd ex. sess. and RCW 41.60.040; repeal-
ing section 6, chapter 142, Laws of 1965 ex. sess., secti3n 7, chapter 152, Laws of 1969
ex. sess. and RCW 41.60.060; repealing section 8, chapter 152, Laws of 1969 ex. sess.,
section 4, chapter 122, Laws of 1975-'76 2nd ex. sess. and RCW 41.60.070; providing an
expiration date; decodifying RCW 41.60.900 and 41.60.905; and making an
appropriation.

Be it enacted by the Legislature of the State of Washington:
NEW SECTION. Section 1, (1) There is hereby created the productiv-

ity board. The board shall administer the employee suggestion program un-
der this chapter and shall review applications for incentive pay for state
employees under sections 2, 3, and 4 of this act.

(2) The board shall be composed of:
(a) The secretary of state who shall act as chairperson;
(b) The state auditor;
(c) The director of financial management; and
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(d) Three persons with experience in administering incentives such as
those used by industry, with the governor, lieutenant governor, and speaker
of the house of representatives each appointing one person. The governor's
appointee shall be a representative of an employee organization certified as
an exclusive representative of at least one bargaining unit of classified em-
ployees, but no one organization may be represented for two consecutive
terms.

Initially, the person appointed by the governor shall serve a one-year
term, the person appointed by the lieutenant governor shall serve a two-
year term, and the person appointed by the speaker shall serve a three-year
term. Thereafter, these members shall serve three-year terms.

NEW SECTION. Sec. 2. With the exception of the legislative and ju-
dicial branches and the offices of elected officials, any organizational unit of
any agency of state government having an identifiable budget or having its
financial records maintained according to an accounting system which iden-
tifies the expenditures and receipts properly attributable to that unit may
apply to the board for selection as a candidate for the award of incentive
pay to its employees. The application shall be submitted prior to the begin-
ning of any year and shall have the approval of the head of the agency
within which the unit is located.

Applications shall be in the form specified by the board and contain
such information as the board may require, including but not limited to
those evaluation components developed by the applying unit which will pro-
vide quantitative measures of program output and performance.

The board shall evaluate the applications submitted. From those pro-
posals which are considered to be reasonable and practical and which are
found to include developed performance indicators which lend themselves to
a judgment of success or failure, the board shall select the units to partici-
pate in the incentive pay program.

NEW SECTION. Sec. 3. (1) To qualify for the award of incentive pay
to its employees, a unit selected shall demonstrate to the satisfaction of the
board that it has operated during the year at less cost than the immediately
preceding year either with an increase in the level of services rendered or
with no decrease in the level of services rendered.

(2) The board shall satisfy itself from documentation submitted by the
organizational unit that the claimed cost of operation is real and not merely
apparent and that it is not, in whole or in part, the result of:

(a) Chance;
(b) A lowering of the quality of the service rendered;
(c) Nonrecurrence of expenditures which were single outlay, or one-

time expenditures, in the preceding year;
(d) Stockpiling inventories in the immediately preceding year so as to

reduce requirements in the eligible year;
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(e) Substitution of federal funds, other receipts, or nonstate funds for
state appropriations;

(f) Unreasonable postponement of payments of accounts payable until
the year immediately following the eligible year;

(g) Shifting of expenses to another unit of government; or
(h) Any other practice, event, or device which the board decides has

caused a distortion which makes it falsely appear that a savings or increase
in level of services has occurred.

(3) The board shall consider as legitimate savings those reductions in
expenditures made possible by such items as the following:

(a) Reductions in overtime;
(b) Elimination of consultant fees;
(c) Less temporary help;
(d) Improved systems and procedures;
(e) Better deployment and utilization of personnel;
(f) Elimination of unnecessary travel;
(g) Elimination of unnecessary printing and mailing;
(h) Elimination of unnecessary payments for items such as advertising;
(i) Elimination of waste, duplication, and operations of doubtful value;
() Improved space utilization; and
(k) Any other items considered by the board as representing true

savings.
NEW SECTION. Sec. 4. At the conclusion of the eligible year, the

board shall compare the expenditures for that year of each unit selected
against the expenditures of that unit for the immediately preceding year
and, after making such adjustments as in the board's judgment are required
to eliminate distortions, shall determine the amount, if any, that the unit
has reduced the unit's cost of operations or increased its level of services in
the eligible year. Adjustments to eliminate distortions may include any leg-
islative increases in employee compensation and inflationary increases in the
cost of services, materials, and supplies. If the board also determines that in
the board's judgment a unit qualifies for an award, the board shall award to
the employees of that unit a sum equal to twenty-five percent of the amount
determined to be the savings to the state for the level of services rendered.
The amount awarded shall be divided and distributed in equal shares to the
employees of the unit, except that employees who worked for that unit less
than the twelve months of the ycar shall receive only a pro rata share based
on the fraction of the year worked for that unit. Funds for this incentive pay
shall be drawn from the appropriation of the agency in which the unit is
located.

In addition to the amount awarded, the agency shall transfer two per-
cent of the savings to the department of personnel for deposit in the depart-
ment of personnel service fund. Moneys so transferred shall be used
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exclusively for the operations of the productivity board. Any moneys re-
maining unexpended at the end of the fiscal biennium shall revert to the
original fund source.

NEW SECTION. Sec. 5. The secretary of state shall prepare and sub-
mit to the legislative budget committee a comprehensive annual status re-
port on the board's activities, decisions, awards, and recommendations with
respect to the employee incentive pay program.

Sec. 6. Section 1, chapter 142, Laws of 1965 ex. sess. as last amended
by section 103, chapter 169, Laws of 1977 ex. sess. and RCW 41.60.010 are
each amended to read as follows:

As used in this chapter:
(1) "Board" means the ((ciployec strggestio- awards)) productivity

board.
(2) "Employee suggestion program" means the program developed by

the board under RCW 41.60.020(((2))).
(3) (( oerem, means the scitay of them- .ployee suiggestioni

progtain.
(4F) "Institutin of. hilicG, leialinlng" ic the l niv .si~ty olf WITashIIIington;...

ishLOiton State Uivisity, ,Ia.l. Wa,, Univerity, Eastei I 1

State Collc,, and th varius statc comuity coll .district)) "State
employees" means employees subject to chapter 41.06 or 28B.16 RCW.

Sec. 7. Section 2, chapter 142, Laws of 1965 ex. sess. as last amended
by section 1, chapter 122, Laws of 1975-'76 2nd ex. sess. and RCW 41.60-
.020 are each amended to read as follows:(1) ((T h i is.. es a ls e ..... -"l c .. .. ... .. .... .. ... .... .. ...... .... ..

boaid slhll c of th diLeIt, of upmi L, is dignee who sIall
sezL_. a its chairman and e.. state offc.. , tat .i..ployI. appuzi.
by t. oveo.Lno, to se, ; ti. s pau ... .The.g n iall .... a st

Ofici oI stat, cliplouyee tU -siv . as s,,l tay of tir ni[plUyMA SUgr,3LIo

prograin.
(-2))) The board shall formulate, establish, and maintain an employee

suggestion program to encourage and reward meritorious suggestions by
state employees that will promote efficiency and economy in the perform-
ance of any function of state government: PROVIDED, That the program
shall include provisions for the processing of suggestions having multi-
agency impact and post-implementation auditing of suggestions for fiscal
accountability.

(((0)) (2) The ((secctaiy, with t.. approval of thenplo ,uy stigges-

tioan awards)) board((;)) shall ((prepare)) adopt rules and regulations nec-
essary or appropriate for the proper administration and for the
accomplishment of the purposes of this chapter.
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Sec. 8. Section 3, chapter 142, Laws of 1965 ex. sess. and RCW 41.60-
.030 are each amended to read as follows:

The board shall make the final determination as to whether an employee
suggestion award will be made and((, subject to ttl au, nd egulations
adupted putuiat to, RCw.4.6.020(3), the oard)) shall determine the
nature and extent of the award.

No employee suggestion award may normally be made to an employee
for a suggestion which is within the scope of the employee's regularly as-
signed responsibilities.

NEW SECTION. Sec. 9. There is added to chapter 41.60 RCW a new
section to read as follows:

(1) Cash awards for suggestions generating net savings to the state shall
be calculated on a sliding scale percentage basis in the following manner:

(a) Ten percent of the first ten thousand dollars;
(b) Eight percent of the next twenty thousand dollars;
(c) Six percent of the next thirty thousand dollars;
(d) Four percent of the next forty thousand dollars; and
(e) Two percent of all amounts in excess of one hundred thousand

dollars.
(2) No award may be granted in excess of ten thousand dollars.
(3) If the suggestion is significantly modified when implemented, the

percentages specified in subsection (I) of this section may be decreased at
the option of the board.

(4) The board shall establish guidelines for making cash awards for
suggestions for which benefits to the state are intangible or for which bene-
fits cannot be calculated.

(5) Funds for the awards shall be drawn from the appropriation of the
agency benefiting from the employee's suggestion. In addition to the amount
awarded, the agency shall transfer two percent of the savings to the depart-
ment of personnel for deposit in the department of personnel service fund.
Moneys so transferred shall be used exclusively for the operations of the
productivity board. Any moneys remaining unexpended at the end of the
fiscal biennium shall revert to the original fund source.

NEW SECTION. Sec. 10. There is added to chapter 41.60 RCW a new
section to read as follows:

Incentive pay or awards provided under this chapter shall not be includ-
ed for the purpose of computing a retirement allowance under any public
retirement system of this state.

Sec. 11. Section 5, chapter 142, Laws of 1965 ex. sess. as last amended
by section 3, chapter 122, Laws of 1975-'76 2nd ex. sess. and RCW 41.60-
.050 are each amended to read as follows:
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Administrative expenses of the board in administering this chapter shall
not exceed fifty thousand dollars per year and shall be paid from the de-
partment of personnel service fund ((f, 111 M .provid d in R W 41.06-
.080, 41.06.350, 41.60.010, 41.60.020 aid H.60.040 th1 lugi 41.60.070

Sec. 12. Section 5, chapter 122, Laws of 1975--'76 2nd ex. sess. and
RCW 41.60.080 are each amended to read as follows:

The chairman of the ((rnplye. suggestion awards)) board may design
and initiate contests between agencies and between agency suggestion eval-
uators to encourage participation in the suggestion program at management
levels. Any tokens of recognition offered during these contests shall be non-
monetary and shall not be considered an award, or subject to RCW
41.60.030.

Sec. 13. Section 28, chapter 1, Laws of 1961 as amended by section 1,
chapter 215, Laws of 1963 and RCW 41.06.280 are each amended to read
as follows:

There is hereby created a fund within the state treasury, designated as
the "Department of Personnel Service Fund", to be used by the board as a
revolving fund for the payment of salaries, wages and operations required
for the administration of the provisions of this chapter and chapter 41.60
RCW. An amount not to exceed one percent of the approved allotments of
salaries and wages for all positions in the classified service in each of the
agencies subject to this chapter, except the institutions of higher learning
and the department of highways, shall be charged to the operations appro-
priations of each agency and credited to the department of personnel service
fund as such allotments are approved pursuant to chapter ((328, Laws of
i959 [chapter-43 ..8 ,RW)) 43.88 RCW. Subject to the above limitations,
such amount shall be charged against the allotments pro rata, at a rate to
be fixed by the director from time to time which, together with income de-
rived from services rendered under RCW 41.06.080, will provide the de-
partment with funds to meet its anticipated expenditures during the
allotment period.

The director of personnel shall fix the terms and charges for services
rendered by the department of personnel pursuant to RCW 41.06.080,
which amounts shall be credited to the department of personnel service fund
and charged against the proper fund or appropriation of the recipient of
such services on a quarterly basis; payment for services so rendered under
RCW 41.06.080 shall be made on a quarterly basis to the state treasurer
and by him deposited in the department of personnel service fund.

Moneys from the department of personnel service fund shall be dis-
bursed by the state treasurer by warrants on vouchers duly authorized by
the board.
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NEW SECTION. Sec. 14. The following acts or parts of acts are each
repealed:

(1) Section 4, chapter 142, Laws of 1965 ex. sess., section 5, chapter
152, Laws of 1969 ex. sess., section 2, chapter 122, Laws of 1975-'76 2nd
ex. sess. and RCW 41.60.040;

(2) Section 6, chapter 142, Laws of 1965 ex. sess., section 7, chapter
152, Laws of 1969 ex. sess. and RCW 41.60.060; and

(3) Section 8, chapter 152, Laws of 1969 ex. sess., section 4, chapter
122, Laws of 1975-'76 2nd ex. sess. and RCW 41.60.070.

NEW SECTION. Sec. 15. There is added to chapter 43.131 RCW a
new section to read as follows:

Chapter 41.60 RCW as now existing or hereafter amended shall termi-
nate on June 30, 1987.

NEW SECTION. Sec. 16. RCW 41.60.900 and 41.60.905 are each
decodified.

NEW SECTION. Sec. 17. There is appropriated from the department
of personnel service fund to the department of personnel for the fiscal year
ending June 30, 1983, the sum of fifty thousand dollars, or so much thereof
as may be necessary, for the operations of the productivity board. Funds
expended under this section shall not exceed the revenue to the department
of persoa.a 3! service fund under sections 4 and 9 of this act.

NEW SECTION. Sec. 18. If any provision of this act or its application
to any person or circumstance is held invalid, the remainder of the act or
the application of the provision to other persons or circumstances is not
affected.

NEW SECTION. Sec. 19. Sections 1 through 5 of this act are each
added to chapter 41.60 RCW.

Passed the House March 9, 1982.
Passed the Senate March 3, 1982.
Approved by the Governor April 1, 1982.
Filed in Office of Secretary of State April 1, 1982.

CHAPTER 168
[Substitute House Bill No. 824]

HEALTH CARE INSURANCE BENEFITS-PAYMENT

AN ACT Relating to payment of health care insurance benefits; and adding a new section to
chapter 48.44 RCW.

Be it enacted by the Legislature of the State of Washington:
NEW SECTION. Section. 1. There is added to chapter 48.44 RCW a

new section to read as follows:
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