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to control costs. The bill, however, does not provide any funds for the creation of the
cost containment program. Most of section I I is permissive, giving the Director of
Financial Management the flexibility necessary to undertake those aspects of the
program that can be accomplished without funding. Subsection (3), however, is a
mandatory reporting requirement that involves significant amounts of staff time and
other resources, which are not available. For this reason, I have vetoed section 11 (3).

With the exception of section 11(3), Engrossed Substitute House Bill No. 2021
is approved.'

CHAPTER 304
[Engrossed Substitute Senate Bill No. 39901

SECURITIES-ACTIONS UNDER THE WASHINGTON STATE SECURITIES
ACT-APPLICATION OF EXISTING LAW

AN ACT Relating to securities; and amending RCW 21.20.430.

Be it enacted by the Legislature of the State of Washington:

Sec. 1. Section 43, chapter 282, Laws of 1959 as last amended by sec-
tion 1, chapter 171, Laws of 1985 and RCW 21.20.430 are each amended
to read as follows:

(1) Any person, who offers or sells a security in violation of any provi-
sions of RCW 21.20.010 or 21.20.140 through 21.20.230, is liable to the
person buying the security from him or her, who may sue either at law or in
equity to recover the consideration paid for the security, together with in-
terest at eight percent per annum from the date of payment, costs, and rea-
sonable attorneys' fees, less the amount of any income received on the
security, upon the tender of the security, or for damages if he or she no
longer owns the security. Damages are the amount that would be recover-
able upon a tender less (a) the value of the security when the buyer dis-
posed of it and (b) interest at eight percent per annum from the date of
disposition.

(2) Any person who buys a security in violation of the provisions of
RCW 21.20.010 is liable to the person selling the security to him or her,
who may sue either at law or in equity to recover the security, together with
any income received on the security, upon tender of the consideration re-
ceived, costs, and reasonable attorneys' fees, or if the security cannot be re-
covered, for damages. Damages are the value of the security when the buyer
disposed of it, and any income received on the security, less the considera-
tion received for the security, plus interest at eight percent per annum from
the date of disposition, costs, and reasonable attorneys' fees.

(3) Every person who directly or indirectly controls a seller or buyer
liable under subsection (I) or (2) above, every partner, officer, director or
person who occupies a similar status or performs a similar function of such
seller or buyer, every employee of such a seller or buyer who materially aids
in the transaction, and every broker-dealer, salesperson, or person exempt
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under the provisions of RCW 21.20.040 who materially aids in the transac-
tion is also liable jointly and severally with and to the same extent as the
seller or buyer, unless such person sustains the burden of proof that he or
she did not know, and in the exercise of reasonable care could not have
known, of the existence of the facts by reason of which the liability is al-
leged to exist. There is contribution as in cases of contract among the sev-
eral persons so liable.

(4) (a) Every cause of action under this statute survives the death of
any person who might have been a plaintiff or defendant.

(b) No person may sue under this section more than three years after
the contract of sale for any violation of the provisions of RCW 21.20.140
through 21.20.230, or more than three years after a violation of the provi-
sions of RCW 21.20.010, either was discovered by such person or would
have been discovered by him or her in the exercise of reasonable care. No
person may sue under this section if the buyer or seller receives a written
rescission offer, which has been passed upon by the director before suit and
at a time when he or she owned the security, to refund the consideration
paid together with interest at eight percent per annum from the date of
payment, less the amount of any income received on the security in the case
of a buyer, or plus the amount of income received on the security in the case
of a seller.

(5) No person who has made or engaged in the performance of any
contract in violation of any provision of this chapter or any rule or order
hereunder, or who has acquired any purported right under any such con-
tract with knowledge of the facts by reason of which its making or per-
formance was in violation, may base any suit on the contract. Any
condition, stipulation, or provision binding any person acquiring any securi-
ty to waive compliance with any provision of this chapter or any rule or or-
der hereunder is void.

(6) Any tender specified in this section may be made at any time be-
fore entry of judgment.

(7) Notwithstanding subsections (1) through (6) of this section, if an
initial ofl'er or sale of securities that are exempt from registration under
RCW 21.20.310 is made by this state or its agencies, political subdivisions,
municipal or quasi-municipal corporations, or other instrumentality of one
or more of the foregoing and is in violation of RCW 21.20.010(2), and any
such issuer, member of the governing body, committee member, public offi-
cer, director, employee, or agent of such issuer acting on its behalf, or per-
son in control of such issuer, member of the governing body, committee
member, public officer, director, employee, or agent of such person acting
on its behalf, materially aids in the offer or sale, such person is liable to the
purchaser of the security only if the purchaser establishes scienter on the
part of the defendant. The word "employee" or the word "agent," as such
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words are used in this subsection, do not include a bond counsel or an un-
derwriter. Under no circumstances whatsoever shall this subsection be ap-
plied to require purchasers to establish scienter on the part of bond counsels
or underwriters. The provisions of this subsection are retroactive and apply
to any action commenced but not final before July 27, 1985. In addition, the
provisions of this subsection apply to any action commenced on or after July
27, 1985.

NEW SECTION. Sec. 2. 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.

Passed the Senate February 16, 1986.
Passed the House March 6, 1986.
Approved by the Governor April 4, 1986.
Filed in Office of Secretary of State April 4, 1986.

CHAPTER 305
[Engrossed Substitute Senate Bill No. 4630]

TORT LAW REVISIONS

AN ACT Relating to civil actions; amending RCW 5.60.060, 4.22.030, 51.24.060, 4.16-
.350, 4.24.115, 4.16.160, 4.16.310, and 4.16.300; adding a new section to chapter 4.22 RCW;
adding new sections to chapter 4.24 RCW; adding new sections to chapter 4.56 RCW; adding
new sections to chapter 5.40 RCW, adding a new section to chapter 7.70 RCW; adding a new
section to chapter 48.19 RCW; adding a new section to chapter 48.22 RCW; creating new
sections; repealing RCW 4.56.240; and declaring an emergency.

Be it enacted by the Legislature of the State of Washington:

NEW SECTION. Sec. 100. PREAMBLE. Tort law in this state has
generally been developed by the courts on a case-by-case basis. While this
process has resulted in some significant changes in the law, including ame-
lioration of the harshness of many common law doctrines, the legislature
has periodically intervened in order to bring about needed reforms. The
purpose of this chapter is to enact further reforms in order to create a more
equitable distribution of the cost and risk of injury and increase the avail-
ability and affordability of insurance.

The legislature finds that counties, cities, and other governmental enti-
ties are faced with increased exposure to lawsuits and awards and dramatic
increases in the cost of insurance coverage. These escalating costs ultimately
affect the public through higher taxes, loss of essential services, and loss of
the protection provided by adequate insurance. In order to improve the
availability and affordability of quality governmental services, comprehen-
sive reform is necessary.

The legislature also finds comparable cost increases in professional lia-
bility insurance. Escalating malpractice insurance premiums discourage
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