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WASHINGTON SESSION LAWS
GENERAL INFORMATION
1. EDITIONS AVALIABLE.
(a) General Information. The session laws are printed in a permanent softbound edi-
tion containing the accumulation of all laws adopted in the legislative session. The

edition contains a subject index and tables indicating Revised Code of Washington
sections affected.

(b) Where and how obtained - price. The permanent session laws may be ordered
from the Statute Law Committee, Pritchard Building, P.O. Box 40552, Olympia,
Washington 98504-0552. The edition costs $32.10 per volume ($25.00 plus $2.10
for state and local sales tax at 8.4% and $5.00 shipping and handling). All orders
must be accompanied by payment.

2. PRINTING STYLE - INDICATION OF NEW OR DELETED MATTER.

The session laws are presented in the form in which they were enacted by the legisla-
ture. This style quickly and graphically portrays the current changes to existing law as
follows:

(a) In amendatory sections
(i) underlined matter is new matter.
(i1) deleted matter is ((ined-eut-and-bracketed -between-double-parentheses)).
(b) Complete new sections are prefaced by the words NEW SECTION.
3. PARTIAL VETOES.
(a) Vetoed matter is printed in bold italics.

(b) Pertinent excerpts of the governor’s explanation of partial vetoes are printed at the
end of the chapter concerned.

4. EDITORIAL CORRECTIONS. Words and clauses inserted in the session laws under
the authority of RCW 44.20.060 are enclosed in [brackets].

5. EFFECTIVE DATE OF LAWS.

(a)The state Constitution provides that unless otherwise qualified, the laws of any
session take effect ninety days after adjournment sine die. The Secretary of State
has determined the pertinent date for the Laws of the 2007 regular session to be
July 22, 2007 (midnight July 21st).

(b) Laws that carry an emergency clause take effect immediately upon approval by
the Governor.

(c) Laws that prescribe an effective date take effect upon that date.
6. INDEX AND TABLES.

A cumulative index and tables of all 2007 laws may be found at the back of the final
volume.
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WASHINGTON LAWS, 2007 Ch. 477

CHAPTER 477
[Senate Bill 5434]
EXCISE TAXATION—PERSONAL PROPERTY—FOREIGN COUNTRIES
AN ACT Relating to the excise taxation of sales of tangible personal property originating from

or destined to foreign countries; adding a new section to chapter 82.04 RCW; adding a new section to
chapter 82.08 RCW; and creating a new section.

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

NEW SECTION. Sec. 1. Because of the uncertainty regarding the
constitutional limitations on the taxation of import and export sales of tangible
personal property, the legislature recognizes the need to provide clarity in the
taxation of imports and exports. It is the legislature's intent to provide a statutory
tax exemption for the sale of tangible personal property in import or export
commerce, which is not dependent on future interpretation of the constitutional
limitations on the taxation of imports and exports by the courts. The sole
purpose of the legislature in enacting sections 2 and 3 of this act is to codify
current department practice in the taxation of import and export sales of tangible
personal property consistent with WAC 458-20-193C. It is not the intent of the
legislature in enacting sections 2 and 3 of this act to eliminate, narrow, or expand
existing exemptions under WAC 458-20-193C.

NEW SECTION. Sec. 2. A new section is added to chapter 82.04 RCW to
read as follows:

(1) This chapter does not apply to the sale of tangible personal property in
import or export commerce.

(2) Tangible personal property is in import commerce while the property is
in the process of import transportation. Except as provided in (a) through (c) of
this subsection, property is in the process of import transportation from the time
the property begins its transportation at a point outside of the United States until
the time that the property is delivered to the buyer in this state. Property is also
in the process of import transportation if it is merely flowing through this state
on its way to a destination in some other state or country. However, property is
no longer in the process of import transportation when the property is:

(a) Put to actual use in any state, territory, or possession of the United States
for any purpose;

(b) Resold by the importer or any other person after the property has arrived
in this state or any other state, territory, or possession of the United States,
regardless of whether the property is in its original unbroken package or
container; or

(c) Processed, handled, or otherwise stopped in transit for a business
purpose other than shipping needs, if the processing, handling or other stoppage
of transit occurs within the United States, including any of its possessions or
territories, or the territorial waters of this state or any other state, regardless of
whether the processing, handling, or other stoppage of transit occurs within a
foreign trade zone.

(3)(a) Tangible personal property is in export commerce when the seller
delivers the property to:

(i) The buyer at a destination in a foreign country;

(i1) A carrier consigned to and for transportation to a destination in a foreign
country;
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Ch. 477 WASHINGTON LAWS, 2007

(ii1) The buyer at shipside or aboard the buyer's vessel or other vehicle of
transportation under circumstances where it is clear that the process of
exportation of the property has begun; or

(iv) The buyer in this state if the property is capable of being transported to
a foreign destination under its own power, the seller files a shipper's export
declaration with respect to the property listing the seller as the exporter, and the
buyer immediately transports the property directly to a destination in a foreign
country. This subsection (3)(a)(iv) does not apply to sales of motor vehicles as
defined in RCW 46.04.320.

(b) The exemption under this subsection (3) applies with respect to property
delivered to the buyer in this state if, at the time of delivery, there is a certainty
of export, and the process of export has begun. The process of exportation will
not be deemed to have begun if the property is merely in storage awaiting
shipment, even though there is reasonable certainty that the property will be
exported. The intention to export, as evidenced for example, by financial and
contractual relationships does not indicate certainty of export. The process of
exportation begins when the property starts its final and certain continuous
movement to a destination in a foreign country.

(4) Persons claiming an exemption under this section must keep and
maintain records for the period required by RCW 82.32.070 establishing their
right to the exemption.

NEW SECTION. Sec. 3. A new section is added to chapter 82.08 RCW to
read as follows:

The tax imposed by RCW 82.08.020 does not apply to sales of tangible
personal property if the sale is exempt from business and occupation tax under
section 2 of this act.

Passed by the Senate April 2, 2007.

Passed by the House April 20, 2007.

Approved by the Governor May 14, 2007.

Filed in Office of Secretary of State May 15, 2007.

CHAPTER 478
[Engrossed Second Substitute Senate Bill 5557]
PUBLIC FACILITIES—ECONOMIC DEVELOPMENT

AN ACT Relating to public facilities for economic development purposes; amending RCW
82.14.370; and providing an effective date.

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

Sec. 1. RCW 82.14.370 and 2004 c¢ 130 s 2 are each amended to read as
follows:

(1) The legislative authority of a rural county may impose a sales and use
tax in accordance with the terms of this chapter. The tax is in addition to other
taxes authorized by law and shall be collected from those persons who are
taxable by the state under chapters 82.08 and 82.12 RCW upon the occurrence of
any taxable event within the county. The rate of tax shall not exceed ((6-68))
0.09 percent of the selling price in the case of a sales tax or value of the article
used in the case of a use tax, except that for rural counties with population
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densities between sixty and one hundred persons per square mile, the rate shall
not exceed 0.04 percent before January 1, 2000.

(2) The tax imposed under subsection (1) of this section shall be deducted
from the amount of tax otherwise required to be collected or paid over to the
department of revenue under chapter 82.08 or 82.12 RCW. The department of
revenue shall perform the collection of such taxes on behalf of the county at no
cost to the county.

(3)(a) Moneys collected under this section shall only be used to finance
public facilities serving economic development purposes in rural counties. The
public facility must be listed as an item in the officially adopted county overall
economic development plan, or the economic development section of the
county's comprehensive plan, or the comprehensive plan of a city or town
located within the county for those counties planning under RCW 36.70A.040.
For those counties that do not have an adopted overall economic development
plan and do not plan under the growth management act, the public facility must
be listed in the county's capital facilities plan or the capital facilities plan of a
city or town located within the county.

(b) In implementing this section, the county shall consult with cities, towns,
and port districts located within the county and the associate development
organization serving the county to ensure that the expenditure meets the goals of
chapter 130, Laws of 2004 and the requirements of (a) of this subsection. Each
county collecting money under this section shall report, as follows, to the office
of the state auditor, ((nretater-thanOetobertst)) within one hundred fifty days
after the close of each fiscal year((5)): (i) A list of new projects ((frem)) begun
during the ((prier)) fiscal year, showing that the county has used the funds for
those projects consistent with the goals of chapter 130, Laws of 2004 and the
requirements of (a) of this subsection; and (ii) expenditures during the fiscal year
on projects begun in a previous year. Any projects financed prior to June 10,
2004, from the proceeds of obligations to which the tax imposed under
subsection (1) of this section has been pledged shall not be deemed to be new
projects under this subsection. No new projects funded with money collected
under this section may be for justice system facilities.

(c) For the purposes of this section, (i) "public facilities" means bridges,
roads, domestic and industrial water facilities, sanitary sewer facilities, earth
stabilization, storm sewer facilities, railroad, electricity, natural gas, buildings,
structures, telecommunications infrastructure, transportation infrastructure, or
commercial infrastructure, and port facilities in the state of Washington; and (ii)
"economic development purposes" means those purposes which facilitate the
creation or retention of businesses and jobs in a county.

(4) No tax may be collected under this section before July 1, 1998. No tax
may be collected under this section by a county more than twenty-five years
after the date that a tax is first imposed under this section.

(5) For purposes of this section, "rural county" means a county with a
population density of less than one hundred persons per square mile or a county
smaller than two hundred twenty-five square miles as determined by the office
of financial management and published each year by the department for the
period July 1st to June 30th.

NEW SECTION. Sec. 2. This act takes effect August 1, 2007.
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Passed by the Senate April 20, 2007.

Passed by the House April 20, 2007.

Approved by the Governor May 14, 2007.

Filed in Office of Secretary of State May 15, 2007.

CHAPTER 479
[Substitute Senate Bill 5447]
COASTAL DUNGENESS CRAB FISHERY

AN ACT Relating to ensuring a sustainable coastal Dungeness crab fishery; creating new
sections; and providing an expiration date.

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

NEW SECTION. Sec. 1. The legislature finds that the coastal Dungeness
crab fishery is one of the most valuable commercial fisheries in Washington.
For example, the 2004-05 season resulted in landings of twenty-one million
pounds with an estimated ex-vessel value of over thirty million dollars. The
fishery represents a vital economic foundation for many coastal communities.

Since 1994, the coastal Dungeness crab fishery has faced significant
pressure and has undergone many regulatory changes stemming from issues
relating to the sustainability of the resource, the safety and sustainability of the
fleet, interstate and federal jurisdiction questions, as well as allocation issues.

In order to further promote the sustainability of the coastal Dungeness crab
resource, the coastal crab fleet, and coastal communities, the legislature intends
for the department of fish and wildlife to develop a proposed coastal Dungeness
buyback program that would be implemented in cooperation with the federal
government upon future legislative direction.

NEW_SECTION. Sec. 2. (1) The department shall develop a detailed
proposed Dungeness crab-coastal fishery buyback program. The proposed
program must provide for the purchase and permanent retirement of Dungeness
crab-coastal fishery licenses. The department shall design this element of the
proposed program with the goal of purchasing between eighty and one hundred
Dungeness crab-coastal fishery licenses.

(2) In addition to license purchase and retirement, the proposed program
may provide for the purchase or retirement of vessels designated on Dungeness
crab-coastal fishery licenses.

(3) The proposed program must explore funding alternatives that involve
federal funding, state funding, funding provided by Dungeness crab-coastal
license holders, low-interest loans to license holders, and combinations thereof.

(4)(a) The department must include in the proposed program those elements
necessary for the administration of the buyback, including the mechanisms by
which Dungeness crab-coastal license holders may apply to participate in the
program if it is authorized and by which the department will select licenses or
vessels for purchase from among the applicants.

(b) The proposed program must include and clearly set forth any conditions
that will be placed on Dungeness crab-coastal license holders participating in the
program.
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(5) The proposed program must be designed to have a neutral impact on
Dungeness crab harvests in the state and federal waters off the coasts of Oregon
and California.

(6) The proposed program must assume that participation by Dungeness
crab-coastal license holders in the program would be entirely voluntary.

(7) The department shall consult with Dungeness crab-coastal license
holders when designing the proposal.

(8) To assist the department in the development of the proposal, the
department may contract with persons not employed by the state.

(9) By December 1, 2007, the department shall provide a report detailing the
program proposal to the appropriate policy and fiscal committees of the senate
and house of representatives.

(10) The proposed program developed under this section is not authorized to
be implemented, and state funds are not authorized to be expended, without
further specific legislative authorization.

(11) This section expires December 31, 2007.

Passed by the Senate April 14, 2007.

Passed by the House April 5, 2007.

Approved by the Governor May 14, 2007.

Filed in Office of Secretary of State May 15, 2007.

CHAPTER 480
[Substitute Senate Bill 6141]
FOREST HEALTH
AN ACT Relating to forest health; amending RCW 76.06.140, 76.06.020, 76.06.030,

76.06.040, 76.09.220, 76.09.060, 76.04.005, and 76.04.660; adding new sections to chapter 76.06
RCW; and repealing RCW 76.06.050, 76.06.060, 76.06.070, 76.06.080, 76.06.090, and 76.06.110.

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

Sec. 1. RCW 76.06.140 and 2004 ¢ 218 s 1 are each amended to read as
follows:

(D)) The legislature finds ((that)) as follows:

(1) Washington faces serious forest health problems, primarily in eastern
Washington, where forests are overcrowded or trees ((are—infested—with—er
suseeptible)) lack sufficient resilience to insects, diseases, wind, ice storms, and
fire. The causes of and contributions to these ((suseeptible)) conditions include
fire suppression, past timber harvesting and silvicultural practices, altered
species composition and stand structure, and the amplified risks that occur when
the urban interface penetrates forest land.

(2) (Fhedegislaturefurtherfinds-that)) There is a private and public interest

in addressing uncharacteristic outbreaks of native, naturalized, and nonnative

insects and diseases, and reducing the risk of significant loss due to ice storms,
wind storms, and uncharacteristic fire. The public interest is in protecting forest
productivity on forests managed for commodity production; restoring and
maintaining forest ecosystem vitality and natural forest processes and functions;
reducing the cost of fire suppression and the resulting public expenditures;
protecting, restoring, and enhancing fish and wildlife habitat, including the

habitat of threatened or endangered species: and protecting drinking water
supplies and water quality.
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(3) Well managed forests are the first line of defense in reducing the

likelihood of uncharacteristic fire, insect, and disease events, and supporting
conservation and restoration of desired plants and animals. Active management
of forests, consistent with landowner objectives and the protection of public
resources, is the most economical and effective way to promote forest health and
protect communities. Fire, native insects, and diseases perform important
ecological functions when their occurrence does not present a material threat to
long-term forest productivity and increase the likelihood of uncharacteristic fire.

(4) Forest health problems may exist on forest land regardless of ownership,
and the state should ((explere—allpessible—avenues—for—working—in)) pursue
collaboration with the federal government to address common health
deficiencies.

Sec. 2. RCW 76.06.020 and 2003 ¢ 314 s 2 are each amended to read as
follows:
The definitions in this section apply throughout this chapter unless the
context clearly requires otherwise.
(1) "Agent" means the recognized legal representative, representatives,
agent, or agents for any owner.

(2) "Commissioner" means the commissioner of public lands.
(3) "Department" means the department of natural resources.

Sy e . l .  publictands.
€6))) (4) "Disturbance agent" means those forces that damage or kill

significant numbers of forest trees, such as insects, diseases, wind storms, ice
storms, and fires.

8})) (6) "Forest health" means, for the purposes of this chapter, the

condition of a forest being sound in ecological function, sustainable, resilient,
and resistant to insects, diseases, fire, and other disturbance, and having the
capacity to meet landowner objectives.

((9)) (1) "Forest health emergency" means the introduction of, or an
outbreak of, an exotic forest insect or disease that poses an imminent danger of
damage to the environment by threatening the survivability of native tree
species.

((€H9))) (8) "Forest insect or disease" means a living stage of an insect, other
invertebrate animal, or disease-causing organism or agent that can directly or
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indirectly injure or cause disease or damage in trees, or parts of trees, or in
processed or manufactured wood, or other products of trees.

(@) (9) "Forest land" means any land on which there are sufficient
numbers and distribution of trees and associated species to, in the judgment of
the department, contribute to the spread of forest insect or forest disease
outbreaks that could be detrimental to forest health.

(10) "Integrated pest management" means a strategy that uses various
combinations of pest control methods, including biological, cultural, and
chemical methods, in a compatible manner to achieve satisfactory control and
ensure favorable economic and environmental consequences.

(((2)) (11) "Native" means having populated Washington's forested lands
prior to European settlement.

((€3))) (12) "Outbreak" means a rapidly expanding population of insects or
diseases with potential to spread.

(13) "Owner" means and includes persons or their agents.

(14) "Person" means any individual, partnership, private, public, or
municipal corporation, county, federal, state, or local governmental agency,
tribes, or association of individuals of whatever nature.

(15) "Timber land" means any land on which there is a sufficient number of
trees, standing or down. to constitute, in the judgment of the department, a forest
insect or forest disease breeding ground of a nature to constitute a menace,
injurious and dangerous to permanent forest growth in the district under
consideration.

(16) "Uncharacteristic" means ecologically atypical for a forest or
vegetation type or plant association and refers to fire, insect, or disease events
that are not within a natural range of variability.

Sec. 3. RCW 76.06.030 and 1988 ¢ 128 s 16 are each amended to read as
follows:

(1) This chapter shall be administered by the department.

(2) The department has the lead role in developing a comprehensive forest
health program to achieve the goals of this act. Within available funding, the
department shall:

a) Develo ather, and disseminate information on forest health
conditions, monitor forest health conditions and changes over time, and
coordinate and enter agreements with interested and affected parties;

(b) Coordinate with universities, university extension services, federal and
state agencies, private, public, and tribal forest landowners, consulting foresters,
and forest managers to monitor forest fuel buildup, forest insect and disease
outbreaks, and wind and ice storm events; and

(c) Coordinate with universities, university extension services, and state and
federal agencies to provide education and technical assistance to private, public,
and tribal forest landowners on silvicultural and forest management science,

techniques, and technology to maintain forests in conditions that are resilient and
resistant to disturbance agents.

(3) The department may implement a technical committee to advise on
subjects and procedures for monitoring forest health conditions and program
activities.

(4) The department may coordinate, support, and assist in establishing

cooperative forest health projects to address outbreaks of insects or diseases.
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Priority for assistance authorized under this section shall be given to areas under
forest health hazard warnings and areas where forest health decline has resulted
in increased risk to public safety from fire.

(5) The state and its officers and employees are not liable for damages to a
person or their property to the extent that liability is asserted to arise from
providing or failing to provide assistance under this act.

Sec. 4. RCW 76.06.040 and 1951 ¢ 233 s 4 are each amended to read as
follows:

performed—as—provided—for—in—this—<hapter:
encouraged to maintain their forest lands in a healthy condition in order to meet
their individual ownership objectives, protect public resources as defined in

chapter 76.09 RCW, and avoid contributing to forest insect or disease outbreaks
or increasing the risk of uncharacteristic fire.

NEW SECTION. Sec. 5. A new section is added to chapter 76.06 RCW to
read as follows:

Forest health issues shall be addressed by a tiered system.

(1) The first tier is intended to maintain forest health and protect forests
from disturbance agents through the voluntary efforts of landowners. Tier 1 is
the desired status. Consistent with landowner objectives and the protection of
public resources, forests should be managed in ways that create, restore, or
maintain healthy forest ecosystems so that disturbance agents occur or exist at
nonepidemic levels. To the extent of available funding, information and
technical assistance will be made available to forest landowners so they can plan
for and implement necessary forest health maintenance and restoration activities.

(2) The second tier is intended to manage the development of threats to
forest health, or address existing threats to forest health, due to disturbance
agents. Actions by landowners to address such threats to forest health are
voluntary except as required under chapter 76.04 RCW to reduce the danger of
the spread of fire. Actions suggested to reduce threats to forest health are
specified in forest health hazard warnings issued by the commissioner of public
lands under section 7 of this act. Within available funding, site-specific
information, technical assistance, and project coordination services shall be
offered as determined appropriate by the department.

(3) The third tier is intended to address significant threats to forest health
due to disturbance agents that have spread to multiple forest ownerships or
increased forest fuel that is likely to further the spread of fire. Actions required
to reduce significant threats to forest health are specified in forest health hazard
orders issued by the commissioner of public lands under section 7(5) of this act.
Within available funding, site-specific information, technical assistance, and
project coordination services shall be offered as determined appropriate by the
department. Landowners who are provided notice of a forest health hazard order
under section 7(5) of this act and fail to take the action required under such order
may be subject to increased liability for the spread of fire as described in RCW
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76.04.495 and 76.04.660. However, a private landowner need not take actions
required under the third tier, and may not be held liable for the failure to take
such actions, where the disturbance agents on the private landowner's land
spread from state or federal lands or where the presence of disturbance agents on
state or federal lands would limit the effectiveness of actions required on the
private landowner's land under the third tier.

NEW SECTION. Sec. 6. A new section is added to chapter 76.06 RCW to
read as follows:

(1) The commissioner of public lands may appoint a forest health technical
advisory committee when the commissioner determines that forest lands in any
area of the state appear to be threatened by a forest health condition of such a
nature, extent, or timing that action to reduce the threat may be necessary.

(a) The committee shall consist of one scientist chosen for expertise in
forest ecology, one scientist chosen for expertise in aquatic ecology, one scientist
chosen for expertise in wildlife biology, two scientists chosen for expertise
relative to the attendant risk, one specialist in wildfire protection, one specialist
in fuels management, one forester with extensive silvicultural experience in the
affected forest type, and a chairperson who shall represent the commissioner.
The departments of fish and wildlife, ecology, and natural resources shall
provide technical assistance to the committee in the areas of fish and wildlife,
water quality, and forest practices, but shall not be members of the committee.
The director of forest health protection of region 6 of the United States
department of agriculture forest service or their named designee shall be invited
to be an ex officio member of the committee. In the event the area affected
contains substantial acreage of tribal or federally owned lands, representatives of
the affected agencies and tribes shall be invited to participate in the proceedings
of the committee.

(b) The commissioner may disband the committee when he or she deems
appropriate.

(2) The committee shall evaluate the threat to forest health and make a
timely report to the commissioner on its nature, extent, and location.

(a) In its deliberations, the committee shall consider the need for action to
reduce the threat and alternative methods of achieving the desired results,
including the environmental risks associated with the alternatives and the risks
associated with taking no action.

(b) The committee shall also recommend potential approaches to achieve
the desired results for forest land ownerships of fewer than ten acres and for
forests owned for scientific, study, recreational, or other uses not compatible
with active management.

(c) The committee shall recommend to the commissioner whether a forest
health hazard warning or forest health hazard order is warranted based on the
factors in section 7(2) of this act or when otherwise determined by the
committee to be warranted.

(d) When the commissioner issues a forest health hazard warning or forest
health hazard order, the committee shall monitor the progress and results of
activities to address the hazard, and periodically report its findings to the
commissioner.

(3) The exercise by forest health technical advisory committee members of
their authority under this section shall not imply or create any liability on their
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part. Advisory committee members shall be compensated as provided in RCW
43.03.250 and shall receive reimbursement for travel expenses as provided by
RCW 43.03.050 and 43.03.060. Costs associated with the committee may be
paid from the general fund appropriation made available to the department of
natural resources for fire suppression.

NEW SECTION. Sec. 7. A new section is added to chapter 76.06 RCW to
read as follows:

(1) Prior to issuing a forest health hazard warning or forest health hazard
order, the commissioner shall consider the findings and recommendations of the
forest health technical advisory committee and shall consult with county
government officials, forest landowners and forest land managers, consulting
foresters, and other interested parties to gather information on the threat,
opportunities or constraints on treatment options, and other information they
may provide. The commissioner, or a designee, shall conduct a public hearing in
a county within the geographical area being considered.

(2) The commissioner of public lands may issue a forest health hazard
warning when he or she deems such action is necessary to manage the
development of a threat to forest health or address an existing threat to forest
health. A decision to issue a forest health hazard warning may be based on
existing forest stand conditions and:

(a) The presence of an uncharacteristic insect or disease outbreak that has or
is likely to (i) spread to multiple forest ownerships and cause extensive damage
to forests; or (ii) significantly increase forest fuel that is likely to further the
spread of uncharacteristic fire;

(b) When, due to extensive physical damage from wind or ice storm or other
cause, there are (i) insect populations building up to large scale levels; or (ii)
significantly increased forest fuels that are likely to further the spread of
uncharacteristic fire; or

(c) When otherwise determined by the commissioner to be appropriate.

(3) The commissioner of public lands may issue a forest health hazard order
when he or she deems such action is necessary to address a significant threat to
forest health. A decision to issue a forest health hazard order may be based on
existing forest stand conditions and:

(a) The presence of an uncharacteristic insect or disease outbreak that has (i)
spread to multiple forest ownerships and has caused and is likely to continue to
cause extensive damage to forests; or (ii) significantly increased forest fuels that
are likely to further the spread of uncharacteristic fire;

(b) When, due to extensive physical damage from wind or ice storm or other
cause (i) insect populations are causing extensive damage to forests; or (ii)
significantly increased forest fuels are likely to further the spread of
uncharacteristic fire;

(c) Insufficient landowner action under a forest health hazard warning; or

(d) When otherwise determined by the commissioner to be appropriate.

(4) A forest health hazard warning or forest health hazard order shall be
issued by use of a commissioner's order. General notice of the commissioner's
order shall be published in a newspaper of general circulation in each county
within the area covered by the order and on the department's web site. The order
shall specify the boundaries of the area affected, including federal and tribal
lands, the forest stand conditions that would make a parcel subject to the
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provisions of the order, and the actions landowners or land managers should take
to reduce the hazard.

(5) Written notice of a forest health hazard warning or forest health hazard
order shall be provided to forest landowners of specifically affected property.

(a) The notice shall set forth:

(1) The reasons for the action;

(i1) The boundaries of the area affected, including federal and tribal lands;

(iii) Suggested actions that should be taken by the forest landowner under a
forest health hazard warning or the actions that must be taken by a forest
landowner under a forest health hazard order;

(iv) The time within which such actions should or must be taken;

(v) How to obtain information or technical assistance on forest health
conditions and treatment options;

(vi) The right to request mitigation under subsection (6) of this section and
appeal under subsection (7) of this section;

(vii) These requirements are advisory only for federal and tribal lands.

(b) The notice shall be served by personal service or by mail to the latest
recorded real property owner, as shown by the records of the county recording
officer as defined in RCW 65.08.060. Service by mail is effective on the date of
mailing. Proof of service shall be by affidavit or declaration under penalty of
perjury.

(6) Forest landowners who have been issued a forest health hazard order
under subsection (5) of this section may apply to the department for the
remission or mitigation of such order. The application shall be made to the
department within fifteen days after notice of the order has been served. Upon
receipt of the application, the department may remit or mitigate the order upon
whatever terms the department in its discretion deems proper, provided the
department deems the remission or mitigation to be in the best interests of
carrying out the purposes of this chapter. The department may ascertain the facts
regarding all such applications in such reasonable manner and under such rule as
it deems proper.

(7) Forest landowners who have been issued a forest health hazard order
under subsection (5) of this section may appeal the order to the forest practices
appeals board.

(a) The appeal shall be filed within thirty days after notice of the order has
been served, unless application for mitigation has been made to the department.
When such an application for mitigation is made, such appeal shall be filed
within thirty days after notice of the disposition of the application for mitigation
has been served.

(b) The appeal must set forth:

(1) The name and mailing address of the appellant;

(i1) The name and mailing address of the appellant's attorney, if any;

(iii) A duplicate copy of the forest health hazard order;

(iv) A separate and concise statement of each error alleged to have been
committed,

(v) A concise statement of facts upon which the appellant relies to sustain
the statement of error; and

(vi) A statement of the relief requested.
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(8) A forest health hazard order issued under subsection (5) of this section is
effective thirty days after date of service unless application for remission or
mitigation is made or an appeal is filed. When an application for remission or
mitigation is made, the order is effective thirty days after notice setting forth the
disposition of the application is served unless an appeal is filed from such
disposition. Whenever an appeal of the order is filed, the order shall become
effective only upon completion of all administrative and judicial review
proceedings and the issuance of a final decision confirming the order in whole or
in part.

(9) Upon written request, the department may certify as adequate a forest
health management plan developed by a forest landowner, before or in response
to a forest health hazard warning or forest health hazard order, if the plan is
likely to achieve the desired result and the terms of the plan are being diligently
followed by the forest landowner. The certification of adequacy shall be
determined by the department in its sole discretion, and be provided to the
requestor in writing.

Sec. 8. RCW 76.09.220 and 2003 ¢ 393 s 20 are each amended to read as
follows:

(1) The appeals board shall operate on either a part-time or a full-time basis,
as determined by the governor. If it is determined that the appeals board shall
operate on a full-time basis, each member shall receive an annual salary to be
determined by the governor. If it is determined that the appeals board shall
operate on a part-time basis, each member shall be compensated in accordance
with RCW 43.03.250. The director of the environmental hearings office shall
make the determination, required under RCW 43.03.250, as to what statutorily
prescribed duties, in addition to attendance at a hearing or meeting of the board,
shall merit compensation. This compensation shall not exceed ten thousand
dollars in a fiscal year. Each member shall receive reimbursement for travel
expenses incurred in the discharge of his or her duties in accordance with the
provisions of RCW 43.03.050 and 43.03.060.

(2) The appeals board shall as soon as practicable after the initial
appointment of the members thereof, meet and elect from among its members a
chair, and shall at least biennially thereafter meet and elect or reelect a chair.

(3) The principal office of the appeals board shall be at the state capital, but
it may sit or hold hearings at any other place in the state. A majority of the
appeals board shall constitute a quorum for making orders or decisions, adopting
rules necessary for the conduct of its powers and duties, or transacting other
official business, and may act though one position on the board be vacant. One
or more members may hold hearings and take testimony to be reported for action
by the board when authorized by rule or order of the board. The appeals board
shall perform all the powers and duties granted to it in this chapter or as
otherwise provided by law.

(4) The appeals board shall make findings of fact and prepare a written
decision in each case decided by it, and such findings and decision shall be
effective upon being signed by two or more members and upon being filed at the
appeals board's principal office, and shall be open to public inspection at all
reasonable times.

(5) The appeals board shall either publish at its expense or make
arrangements with a publishing firm for the publication of those of its findings
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and decisions which are of general public interest, in such form as to assure
reasonable distribution thereof.

(6) The appeals board shall maintain at its principal office a journal which
shall contain all official actions of the appeals board, with the exception of
findings and decisions, together with the vote of each member on such actions.
The journal shall be available for public inspection at the principal office of the
appeals board at all reasonable times.

(7) The forest practices appeals board shall have exclusive jurisdiction to
hear appeals arising from an action or determination by the department, and the
department of fish and wildlife, and the department of ecology with respect to
management plans provided for under RCW 76.09.350.

(8)(a) Any person aggrieved by the approval or disapproval of an
application to conduct a forest practice or the approval or disapproval of any
landscape plan or permit or watershed analysis may, except as otherwise
provided in chapter 43.21L RCW, seek review from the appeals board by filing a
request for the same within thirty days of the approval or disapproval.
Concurrently with the filing of any request for review with the board as provided
in this section, the requestor shall file a copy of his or her request with the
department and the attorney general. The attorney general may intervene to
protect the public interest and ensure that the provisions of this chapter are
complied with.

(b) The review proceedings authorized in (a) of this subsection are subject
to the provisions of chapter 34.05 RCW pertaining to procedures in adjudicative
proceedings.

(9) The forest practices appeals board shall have exclusive jurisdiction to
hear appeals of forest health hazard orders issued by the commissioner under
section 7(5) of this act. Such proceedings are subject to the provisions of chapter
34.05 RCW pertaining to procedures in adjudicative proceedings.

NEW SECTION. Sec. 9. A new section is added to chapter 76.06 RCW to
read as follows:

Nothing in this act shall exempt actions specified under the authority of this
act from the application of the provisions of chapter 76.09 RCW and rules
adopted thereunder which govern forest practices.

NEW SECTION. Sec. 10. A new section is added to chapter 76.06 RCW to
read as follows:

If any part of this chapter or requirements imposed upon landowners
pursuant to this chapter are found to conflict with requirements of other statutes
or rules, the conflicting part of this chapter or requirements imposed pursuant to
this chapter shall be inoperative solely to the extent of the conflict. The finding
or determination shall not affect the operation of the remainder of this chapter or
such requirements.

Sec. 11. RCW 76.09.060 and 2005 ¢ 274 s 357 are each amended to read
as follows:

(CFh

(1) The department shall prescribe the form and contents of the notification
and application. The forest practices rules shall specify by whom and under
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what conditions the notification and application shall be signed or otherwise
certified as acceptable. Activities conducted by the department or a contractor
under the direction of the department under the provisions of RCW 76.04.660,
shall be exempt from the landowner signature requirement on any forest practice
application required to be filed. The application or notification shall be
delivered in person to the department, sent by first class mail to the department
or electronically filed in a form defined by the department. The form for
electronic filing shall be readily convertible to a paper copy, which shall be
available to the public pursuant to chapter 42.56 RCW. The information
required may include, but is not limited to:

(a) Name and address of the forest landowner, timber owner, and operator;

(b) Description of the proposed forest practice or practices to be conducted;

(c) Legal description and tax parcel identification numbers of the land on
which the forest practices are to be conducted;

(d) Planimetric and topographic maps showing location and size of all lakes
and streams and other public waters in and immediately adjacent to the operating
area and showing all existing and proposed roads and major tractor roads;

(e) Description of the silvicultural, harvesting, or other forest practice
methods to be used, including the type of equipment to be used and materials to
be applied;

(f) Proposed plan for reforestation and for any revegetation necessary to
reduce erosion potential from roadsides and yarding roads, as required by the
forest practices rules;

(g) Soil, geological, and hydrological data with respect to forest practices;

(h) The expected dates of commencement and completion of all forest
practices specified in the application;

(1) Provisions for continuing maintenance of roads and other construction or
other measures necessary to afford protection to public resources;

(J) An affirmation that the statements contained in the notification or
application are true; and

(k) All necessary application or notification fees.

(2) Long range plans may be submitted to the department for review and
consultation.

(3) The application for a forest practice or the notification of a Class II
forest practice is subject to the three-year reforestation requirement.

(a) If the application states that any such land will be or is intended to be so
converted:

(i) The reforestation requirements of this chapter and of the forest practices
rules shall not apply if the land is in fact so converted unless applicable
alternatives or limitations are provided in forest practices rules issued under
RCW 76.09.070 as now or hereafter amended;

(i) Completion of such forest practice operations shall be deemed
conversion of the lands to another use for purposes of chapters 84.33 and 84.34
RCW unless the conversion is to a use permitted under a current use tax
agreement permitted under chapter 84.34 RCW;

(iii) The forest practices described in the application are subject to
applicable county, city, town, and regional governmental authority permitted
under RCW 76.09.240 as now or hereafter amended as well as the forest
practices rules.
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(b) Except as provided elsewhere in this section, if the application or
notification does not state that any land covered by the application or
notification will be or is intended to be so converted:

(1) For six years after the date of the application the county, city, town, and
regional governmental entities shall deny any or all applications for permits or
approvals, including building permits and subdivision approvals, relating to
nonforestry uses of land subject to the application;

(A) The department shall submit to the local governmental entity a copy of
the statement of a forest landowner's intention not to convert which shall
represent a recognition by the landowner that the six-year moratorium shall be
imposed and shall preclude the landowner's ability to obtain development
permits while the moratorium is in place. This statement shall be filed by the
local governmental entity with the county recording officer, who shall record the
documents as provided in chapter 65.04 RCW, except that lands designated as
forest lands of long-term commercial significance under chapter 36.70A RCW
shall not be recorded due to the low likelihood of conversion. Not recording the
statement of a forest landowner's conversion intention shall not be construed to
mean the moratorium is not in effect.

(B) The department shall collect the recording fee and reimburse the local
governmental entity for the cost of recording the application.

(C) When harvesting takes place without an application, the local
governmental entity shall impose the six-year moratorium provided in (b)(i) of
this subsection from the date the unpermitted harvesting was discovered by the
department or the local governmental entity.

(D) The local governmental entity shall develop a process for lifting the six-
year moratorium, which shall include public notification, and procedures for
appeals and public hearings.

(E) The local governmental entity may develop an administrative process
for lifting or waiving the six-year moratorium for the purposes of constructing a
single-family residence or outbuildings, or both, on a legal lot and building site.
Lifting or waiving of the six-year moratorium is subject to compliance with all
local ordinances.

(F) The six-year moratorium shall not be imposed on a forest practices
application that contains a conversion option harvest plan approved by the local
governmental entity unless the forest practice was not in compliance with the
approved forest practice permit. Where not in compliance with the conversion
option harvest plan, the six-year moratorium shall be imposed from the date the
application was approved by the department or the local governmental entity;

(i1) Failure to comply with the reforestation requirements contained in any
final order or decision shall constitute a removal of designation under the
provisions of RCW 84.33.140, and a change of use under the provisions of RCW
84.34.080, and, if applicable, shall subject such lands to the payments and/or
penalties resulting from such removals or changes; and

(iii) Conversion to a use other than commercial forest product operations
within six years after approval of the forest practices without the consent of the
county, city, or town shall constitute a violation of each of the county, municipal
city, town, and regional authorities to which the forest practice operations would
have been subject if the application had so stated.
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(c) The application or notification shall be signed by the forest landowner
and accompanied by a statement signed by the forest landowner indicating his or
her intent with respect to conversion and acknowledging that he or she is
familiar with the effects of this subsection.

(4) Whenever an approved application authorizes a forest practice which,
because of soil condition, proximity to a water course or other unusual factor,
has a potential for causing material damage to a public resource, as determined
by the department, the applicant shall, when requested on the approved
application, notify the department two days before the commencement of actual
operations.

(5) Before the operator commences any forest practice in a manner or to an
extent significantly different from that described in a previously approved
application or notification, there shall be submitted to the department a new
application or notification form in the manner set forth in this section.

(6) Except as provided in RCW 76.09.350(4), the notification to or the
approval given by the department to an application to conduct a forest practice
shall be effective for a term of two years from the date of approval or notification
and shall not be renewed unless a new application is filed and approved or a new
notification has been filed. At the option of the applicant, an application or
notification may be submitted to cover a single forest practice or a number of
forest practices within reasonable geographic or political boundaries as specified
by the department. An application or notification that covers more than one
forest practice may have an effective term of more than two years. The board
shall adopt rules that establish standards and procedures for approving an
application or notification that has an effective term of more than two years.
Such rules shall include extended time periods for application or notification
approval or disapproval. On an approved application with a term of more than
two years, the applicant shall inform the department before commencing
operations.

(7) Notwithstanding any other provision of this section, no prior application
or notification shall be required for any emergency forest practice necessitated
by fire, flood, windstorm, earthquake, or other emergency as defined by the
board, but the operator shall submit an application or notification, whichever is
applicable, to the department within forty-eight hours after commencement of
such practice or as required by local regulations.

(8) Forest practices applications or notifications are not required for forest
practices conducted to control exotic forest insect or disease outbreaks, when
conducted by or under the direction of the department of agriculture in carrying
out an order of the governor or director of the department of agriculture to
implement pest control measures as authorized under chapter 17.24 RCW, and
are not required when conducted by or under the direction of the department in
carrying out emergency measures under a forest health emergency declaration
by the commissioner of public lands as provided in RCW 76.06.130.

(a) For the purposes of this subsection, exotic forest insect or disease has the
same meaning as defined in RCW 76.06.020.

(b) In order to minimize adverse impacts to public resources, control
measures must be based on integrated pest management, as defined in RCW
17.15.010, and must follow forest practices rules relating to road construction
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and maintenance, timber harvest, and forest chemicals, to the extent possible
without compromising control objectives.

(c) Agencies conducting or directing control efforts must provide advance
notice to the appropriate regulatory staff of the department of the operations that
would be subject to exemption from forest practices application or notification
requirements.

(d) When the appropriate regulatory staff of the department are notified
under (c) of this subsection, they must consult with the landowner, interested
agencies, and affected tribes, and assist the notifying agencies in the
development of integrated pest management plans that comply with forest
practices rules as required under (b) of this subsection.

(e) Nothing under this subsection relieves agencies conducting or directing
control efforts from requirements of the federal clean water act as administered
by the department of ecology under RCW 90.48.260.

(f) Forest lands where trees have been cut as part of an exotic forest insect or
disecase control effort under this subsection are subject to reforestation
requirements under RCW 76.09.070.

(g) The exemption from obtaining approved forest practices applications or
notifications does not apply to forest practices conducted after the governor, the
director of the department of agriculture, or the commissioner of public lands
have declared that an emergency no longer exists because control objectives
have been met, that there is no longer an imminent threat, or that there is no
longer a good likelihood of control.

Sec. 12. RCW 76.04.005 and 1992 ¢ 52 s 24 are each amended to read as

follows:

As used in this chapter, the following terms have the meanings indicated
unless the context clearly requires otherwise.

(1) "Additional fire hazard" means a condition existing on any land in the
state:

(a) Covered wholly or in part by forest debris which is likely to further the
spread of fire and thereby endanger life or property; or

(b) When, due to the effects of disturbance agents, broken, down, dead, or
dying trees exist on forest land in sufficient quantity to be likely to further the
spread of fire within areas covered by a forest health hazard warning or order

issued by the commissioner of public lands under section 7 of this act. The term
"additional fire hazard" does not include green trees or snags left standing in

upland or riparian areas under the provisions of RCW 76.04.465 or chapter
76.09 RCW.

(2) "Closed season" means the period between April 15 and October 15,
unless the department designates different dates because of prevailing fire
weather conditions.

(3) "Department" means the department of natural resources, or its
authorized representatives, as defined in chapter 43.30 RCW.

(4) "Department protected lands" means all lands subject to the forest
protection assessment under RCW 76.04.610 or covered under contract or
agreement pursuant to RCW 76.04.135 by the department.

(5) "Disturbance agent" means those forces that damage or kill significant
numbers of forest trees, such as insects, diseases, wind storms, ice storms, and
fires.
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(6) "Emergency fire costs" means those costs incurred or approved by the
department for emergency forest fire suppression, including the employment of
personnel, rental of equipment, and purchase of supplies over and above costs
regularly budgeted and provided for nonemergency fire expenses for the
biennium in which the costs occur.

((€6))) (7) "Forest debris" includes forest slash, chips, and any other
vegetative residue resulting from activities on forest land.

((€M)) (8) "Forest fire service" includes all wardens, rangers, and other
persons employed especially for preventing or fighting forest fires.

((68)) (9) "Forest land" means any unimproved lands which have enough
trees, standing or down, or flammable material, to constitute in the judgment of
the department, a fire menace to life or property. Sagebrush and grass areas east
of the summit of the Cascade mountains may be considered forest lands when
such areas are adjacent to or intermingled with areas supporting tree growth.
Forest land, for protection purposes, does not include structures.

(%)) (10) "Forest landowner," "owner of forest land," "landowner," or
"owner" means the owner or the person in possession of any public or private
forest land.

((49))) (11) "Forest material" means forest slash, chips, timber, standing or
down, or other vegetation.

(1)) (12) "Landowner operation" means every activity, and supporting
activities, of a forest landowner and the landowner's agents, employees, or
independent contractors or permittees in the management and use of forest land
subject to the forest protection assessment under RCW 76.04.610 for the
primary benefit of the owner. The term includes, but is not limited to, the
growing and harvesting of forest products, the development of transportation
systems, the utilization of minerals or other natural resources, and the clearing of
land. The term does not include recreational and/or residential activities not
associated with these enumerated activities.

((&2))) (13) "Participating landowner" means an owner of forest land
whose land is subject to the forest protection assessment under RCW 76.04.610.

((53))) (14) "Slash" means organic forest debris such as tree tops, limbs,
brush, and other dead flammable material remaining on forest land as a result of
a landowner operation.

((€4))) (15) "Slash burning" means the planned and controlled burning of
forest debris on forest lands by broadcast burning, underburning, pile burning, or
other means, for the purposes of silviculture, hazard abatement, or reduction and
prevention or elimination of a fire hazard.

((65))) (16) "Suppression" means all activities involved in the containment
and control of forest fires, including the patrolling thereof until such fires are
extinguished or considered by the department to pose no further threat to life or
property.

((€4))) (17) "Unimproved lands" means those lands that will support grass,
brush and tree growth, or other flammable material when such lands are not
cleared or cultivated and, in the opinion of the department, are a fire menace to
life and property.
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Sec. 13. RCW 76.04.660 and 1986 ¢ 100 s 39 are each amended to read as
follows:
(1) The owner of land on which there is an additional fire hazard ((and-the
persen—respensiblefor—the—existence—ofan—additionalfirehazard)), when the
hazard is the result of a landowner operation or the land is within an area

covered by a forest health hazard warning issued under section 7 of this act, shall
take reasonable measures to reduce the danger of fire spreading from the area

and may abate the hazard by burning or other satisfactory means.

(2) An extreme fire hazard shall exist within areas covered by a forest health
hazard order issued by the commissioner of public lands under section 7 of this
act in which there is an additional fire hazard caused by disturbance agents and
the landowner has failed to take such action as required by the forest health
hazard order. The duties and liability of such landowner under this chapter are
as described in subsections (5). (6). and (7) of this section.

(3) The department shall adopt rules defining areas of extreme fire hazard
that the owner and person responsible shall abate. The areas shall include but
are not limited to high risk areas such as where life or buildings may be
endangered, areas adjacent to public highways, and areas of frequent public use.

(())) (4) The department may adopt rules, after consultation with the forest
fire advisory board, defining other conditions of extreme fire hazard with a high
potential for fire spreading to lands in other ownerships. The department may
prescribe additional measures that shall be taken by the owner and person
responsible to isolate or reduce the extreme fire hazard.

((H)) (5) The owner or person responsible for the existence of the extreme
fire hazard is required to abate, isolate, or reduce the hazard. The duty to abate,
isolate, or reduce, and liability under this chapter, arise upon creation of the
extreme fire hazard. Liability shall include but not be limited to all fire
suppression expenses incurred by the department, regardless of fire cause.

() (6) If the owner or person responsible for the existence of the
extreme fire hazard or forest debris subject to RCW 76.04.650 refuses, neglects,
or unsuccessfully attempts to abate, isolate, or reduce the same, the department
may summarily abate, isolate, or reduce the hazard as required by this chapter
and recover twice the actual cost thereof from the owner or person responsible.
Landowner contingency forest fire suppression account moneys may be used by
the department, when available, for this purpose. Moneys recovered by the
department pursuant to this section shall be returned to the landowner
contingency forest fire suppression account.

((66))) (7) Such costs shall include all salaries and expenses of people and
equipment incurred therein, including those of the department. All such costs
shall also be a lien upon the land enforceable in the same manner with the same
effect as a mechanic's lien.

() (8) The summary action may be taken only after ten days' notice in
writing has been given to the owner or reputed owner of the land on which the
extreme fire hazard or forest debris subject to RCW 76.04.650 exists. The notice
shall include a suggested method of abatement and estimated cost thereof. The
notice shall be by personal service or by registered or certified mail addressed to
the owner or reputed owner at the owner's last known place of residence.

(9) A landowner or manager may make a written request to the department

to inspect their property and provide a written notice that they have complied
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with a forest health hazard warning or forest health hazard order, or otherwise

adequately abated, isolated, or reduced an additional or extreme fire hazard. An
additional or extreme fire hazard shall be considered to continue to exist unless

and until the department, in its sole discretion, issues such notice.

NEW SECTION. Sec. 14. The following acts or parts of acts are each
repealed:

(1) RCW 76.06.050 (Infestation control district—Creation—Notice to
owners) and 1988 ¢ 128 s 17,1961 ¢ 72s 1, & 1951 ¢ 233 s 5;

(2) RCW 76.06.060 (Department to control pests and diseases if owner
fails) and 1988 ¢ 128 s 18 & 1951 ¢ 233 5 6;

(3) RCW 76.06.070 (Lien for costs of control—Collection) and 1988 ¢ 128
s 19 & 1951 ¢ 233 s 7,

(4) RCW 76.06.080 (Owner complying with notice is exempt) and 1988 ¢
128 s20 & 1951 ¢ 233 s 11;

(5) RCW 76.06.090 (Dissolution of infestation control district) and 1988 c
128 s 21 & 1951 ¢ 233 s 12; and

(6) RCW 76.06.110 (Deposit of moneys in general fund—Allotment as
unanticipated receipts) and 1979 ex.s.c 67 s 12 & 1951 ¢ 233 s 9.

Passed by the Senate March 14, 2007.

Passed by the House April 6, 2007.

Approved by the Governor May 14, 2007.

Filed in Office of Secretary of State May 15, 2007.

CHAPTER 481
[Substitute House Bill 2378]
STATE FERRIES—NEW VESSEL CONSTRUCTION

AN ACT Relating to construction of new vessels for Washington state ferries; adding a new
section to chapter 47.60 RCW; creating a new section; and declaring an emergency.

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

NEW SECTION. Sec. 1. The legislature finds that the Washington state
ferry system has an excellent safety record and has commenced a long-term
vessel procurement plan to ensure the replacement of older and outdated ferry
vessels. The legislature further finds that the current vessel procurement process
must move forward with all due speed, balancing the interests of both the
taxpayers and shipyards. The commencement of construction of new vessels is
important not only for safety reasons, but also to keep skilled marine
construction jobs in the Puget Sound region and to sustain the capacity of the
region to meet the ongoing preservation needs of the ferry system fleet of
vessels.

The legislature further finds that the balancing of interests described in this
section may necessitate the department of transportation to consider in the
department's current new 144—auto ferries request for proposals a single
proposal submitted jointly by the current best-qualified proposers. The
department may, therefore, consider and accept or reject in the department's
discretion such a single proposal, and the current best-qualified proposers may
meet and confer to discuss matters that are reasonably necessary to determine
whether to submit such a single proposal and to implement a single final contract
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if the proposal is accepted by the department. Discussions may address the
terms of any agreement that may be entered into between the best qualified
proposers for purposes of submitting a single proposal, as well as any agreement
that may be entered into with the department. Discussions may also address cost
and price information and division of work under the request for proposals. The
current best-qualified proposers shall each expressly declare in writing to the
department, their intent, if any, to jointly submit a single proposal within thirty
days of the effective date of this act, and shall further provide within the thirty-
day period information that may be required by the department including, but
not limited to, information regarding the proposed shipyard organizational
structure and responsibilities of each participant. If at the end of the thirty-day
period the proposers have not declared such an intent and provided the
information required by the department, or if the department, in its discretion,
determines that the joint venture, other legal entity, or organizational structure,
or division of responsibilities intended by the joint proposers are unacceptable
and not in the best interests of the state, the proposers will be deemed as
proposing separately to the request for proposals, and further discussions related
to the request for proposals shall not be allowed between the proposers.

To further facilitate the balancing of interests described in this section, the
department of transportation may, in its discretion, make revisions to the request
for proposals that the department deems necessary or appropriate to balance such
interests.

NEW SECTION. Sec. 2. A new section is added to chapter 47.60 RCW to
read as follows:

If at any point there is only a single best-qualified proposer participating in
the competitive design-build procurement process prior to the submission of bids
in phase three, or if there is only a single responsive and responsible bid
submitted in phase three, or if the current best-qualified proposers elect to jointly
submit a single proposal, the department may negotiate a fair-value contract with
the proposer or joint proposers. The negotiations may consider the scope of
work as well as contract price. The contract price must be established between
the department and the proposer through negotiation based on detailed cost and
price information provided by the proposer, the department, and other relevant
sources in a format as determined by the department. To achieve efficiencies,
the department may negotiate incentives and economic cost sharing between the
state and the proposer. In addition to the cost incentives, other incentives may be
considered, as determined by the department, to be in the best interests of the
state. Such incentives may include, but are not limited to, key schedule
milestones, technological innovations, performance efficiencies,
constructability, and operational value or life-cycle cost. The department may
issue guidelines, requirements, and procedures for all negotiations.

If the department conducts negotiations with a single remaining proposer or
joint proposers prior to the submission of bids in phase three, all negotiations
must be completed within forty-five days of the department's approval of the
final technical proposal. If the department conducts negotiations with a single
responsive and responsible phase three bidder, all negotiations must be
completed within thirty days of submission of the phase three bids.

If the department reaches an agreement with the proposer or joint proposers,
the department shall submit a copy of the contract, the final negotiated price, and
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supporting information to the office of financial management at least ten days
prior to execution of the contract. If the final negotiated price is greater than the
legislature's adopted expenditure plan for vessel construction, the department
may not execute the contract until the legislature reviews the final proposals and
adjusts the expenditure plan accordingly.

If the department is unable within the designated time period to reach an
agreement with the proposer or joint proposers that is fair, reasonable, and in the
department's budget, or if the proposers initially provide notice of their intent to
jointly submit a single proposal but fail to do so, or if any one of the proposers
withdraws from a jointly submitted single proposal before entering into a
contract with the department, or if both of the current best-qualified proposers
withdraw or otherwise fail to proceed with the request for proposals process, the
department may issue a new request for proposals or cancel the request for
proposals process, to serve the best interests of the state.

The department may pay an honorarium in a specified amount determined
by the department to a proposer or joint proposers who has submitted a final,
approved technical proposal and with whom the department has engaged in
unsuccessful negotiations. The proposer or joint proposers shall not receive any
other compensation for attempting to negotiate a contract, except to the extent
allowed by the department in a final contract awarded pursuant to the request for
proposal.

NEW SECTION. Sec. 3. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and takes effect immediately.

Passed by the House April 11, 2007.

Passed by the Senate April 13, 2007.

Approved by the Governor May 14, 2007.

Filed in Office of Secretary of State May 15, 2007.

CHAPTER 482
[Second Substitute House Bill 1636]
REGIONAL TRANSFER OF DEVELOPMENT RIGHTS PROGRAM

AN ACT Relating to the creation of a regional transfer of development rights program; adding
a new chapter to Title 43 RCW; and creating a new section.

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

NEW SECTION. Sec. 1. The legislature finds that current concern over the
rapid and increasing loss of rural, agricultural, and forested land has led to the
exploration of creative approaches to preserving these important lands. The
legislature finds also that the creation of a regional transfer of development
rights marketplace will assist in slowing the conversion of these lands.

The legislature further finds that transferring development rights is a
market-based technique that encourages the voluntary transfer of growth from
places where a community would like to see less development, referred to as
sending areas, to places where a community would like to see more
development, referred to as receiving areas. Under this technique, permanent
deed restrictions are placed on the sending area properties to ensure that the land
will be used only for approved activities such as farming, forest management,
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conservation, or passive recreation. Also under this technique, the costs of
purchasing the recorded development restrictions are borne by the developers
who receive the building credit or bonus.

Accordingly, the legislature has determined that it is good public policy to
build upon existing transfer of development rights programs, pilot projects, and
private initiatives that foster effective use of transferred development rights
through the creation of a market-based program that focuses on the central Puget
Sound region.

NEW SECTION. Sec. 2. The definitions in this section apply throughout
this chapter unless the context clearly requires otherwise.

(1) "Department" means the department of community, trade, and economic
development.

(2) "Nongovernmental entities" includes nonprofit or membership
organizations with experience or expertise in transferring development rights.

(3) "Transfer of development rights" includes methods for protecting land
from development by voluntarily removing the development rights from a
sending area and transferring them to a receiving area for the purpose of
increasing development density in the receiving area.

NEW_SECTION. Sec. 3. Subject to the availability of amounts
appropriated for this specific purpose, the department shall fund a process to
develop a regional transfer of development rights program that comports with
chapter 36.70A RCW that:

(1) Encourages King, Kitsap, Pierce, and Snohomish counties, and the cities
within these counties, to participate in the development and implementation of
regional frameworks and mechanisms that make transfer of development rights
programs viable and successful. The department shall encourage and embrace
the efforts in any of these counties or cities to develop local transfer of
development rights programs. In fulfilling the requirements of this chapter, the
department shall work with the Puget Sound regional council and its growth
management policy board to develop a process that satisfies the requirements of
this chapter. In the development of a process to create a regional transfer of
development rights program, the Puget Sound regional council and its growth
management policy board shall develop policies to discourage, or prohibit if
necessary, the transfer of development rights from a sending area that would
negatively impact the future economic viability of the sending area. The
department shall also work with an advisory committee to develop a regional
transfer of development rights marketplace that includes, but is not limited to,
supporting strategies for financing infrastructure and conservation. The
department shall establish an advisory committee of nine stakeholders with
representatives of the following interests:

(a) Two qualified nongovernmental organizations with expertise in the
transfer of development rights. At least one organization must have a statewide
expertise in growth management planning and in the transfer of development
rights and at least one organization must have a local perspective on market-
based conservation strategies and transfer of development rights;

(b) Two representatives from real estate and development;

(c) One representative with a county government perspective;
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(d) Two representatives from cities of different sizes and geographic areas
within the four-county region; and

(e) Two representatives of the agricultural industry; and

(2) Allows the department to utilize recommendations of the interested local
governments, nongovernmental entities, and the Puget Sound regional council to
develop recommendations and strategies for a regional transfer of development
rights marketplace with supporting strategies for financing infrastructure and
conservation that represents the consensus of the governmental and
nongovernmental parties engaged in the process. However, if agreement
between the parties cannot be reached, the department shall make
recommendations to the legislature that seek to balance the needs and interests
of the interested governmental and nongovernmental parties. The department
may contract for expertise to accomplish any of the following tasks.
Recommendations developed under this subsection must:

(a) Identify opportunities for cities, counties, and the state to achieve
significant benefits through using transfer of development rights programs and
the value in modifying criteria by which capital budget funds are allocated,
including but not limited to, existing state grant programs to provide incentives
for local governments to implement transfer of development rights programs;

(b) Address challenges to the creation of an efficient and transparent
transfer of development rights market, including the creation of a transfer of
development rights bank, brokerage, or direct buyer-seller exchange;

(c) Address issues of certainty to buyers and sellers of development rights
that address long-term environmental benefits and perceived inequities in land
values and permitting processes;

(d) Address the means for assuring that appropriate values are recognized
and updated, as well as specifically addressing the need to maintain the quality
of life in receiving neighborhoods and the protection of environmental values
over time;

(e) Identify opportunities and challenges that, if resolved, would result in
cities throughout the Puget Sound region participating in a transfer of
development rights market;

(f) Compare the uses of a regional transfer of development rights program to
other existing land conservation strategies to protect rural and resource lands and
implement the growth management act; and

(g) Identify appropriate sending areas so as to protect future growth and
economic development needs of the sending areas.

NEW SECTION. Sec. 4. The department shall submit recommendations,
findings, and legislative recommendations according to the following schedule:

(1) By December 1, 2007, the department shall notify the governor and the
appropriate committees of the legislature of any recommended actions for
advancing the purposes of this act.

(2) By December 1, 2008, the department shall notify the governor and the
appropriate committees of the legislature of findings and legislative
recommendations to implement a regional transfer of development rights
program.

NEW SECTION. Sec. 5. Sections 1 through 3 of this act constitute a new
chapter in Title 43 RCW.
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Passed by the House April 14, 2007.

Passed by the Senate April 9, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 483
[Engrossed Substitute Senate Bill 6157]
OFFENDER RECIDIVISM

AN ACT Relating to reducing offender recidivism by increasing access and coordination of
offender services in communities through inventories of services and community transition
coordination network pilot programs; by improving local law and justice councils to focus their
efforts on effective use of correctional resources and coordination between state and local law
enforcement and corrections agencies; by developing and implementing individual reentry plans that
describe actions and services to prepare offenders for release from jail or prison and require an
offender to participate in available programming directed in their plan in order to qualify for fifty
percent earned early release; by excluding the use of an individual reentry plan as the basis in civil
actions against local governments; by requiring an offender released to community supervision to be
returned to the county of origin unless it is inappropriate due to matters of victim safety, lack of
family or other supports for the offender in other locations, or negative influences on the offender in
that community; by requiring the department of corrections to prepare a list of counties and rural
multicounty areas for anticipated siting of work release, community justice centers and other
community-based correctional facilities while making substantial efforts to provide for the equitable
distribution of the facilities; by studying and identifying evidence-based practices for work release;
by increasing the use of effective practices in residential and nonresidential transition facilities for
offenders under the jurisdiction of the department of corrections; by permitting partial confinement
in lieu of earned early release up to three months; by requiring, upon a finding at a third violation
hearing that the offender committed a violation, the return of an offender to total confinement to
serve up to the remaining portion of his or her sentence unless it is determined that returning the
offender would interfere with the offender's ability to maintain community supports or participate in
treatment and would increase the likelihood of reoffending; by requiring an offender arrested for a
new felony while under community custody, community placement, or community supervision to be
held in confinement until a hearing before the department or until a formal charge is filed, whichever
is earlier; by prohibiting an offender under community custody, community placement, or
community supervision who is found guilty of a new felony after the effective date of this act from
qualifying for fifty percent earned early release; by creating a task force to study and review the
current laws and policy regarding community custody and community supervision; by conducting a
community corrections workload study; by improving educational opportunities; by providing
liability protection for landlords who rent to former offenders and entities participating in the
transitional housing program under certain conditions; by encouraging housing authorities to
formulate rental policies not overly burdensome to previously incarcerated individuals; by
establishing a transitional housing program for offenders in need of stable housing; by allowing
funds to be disbursed from a personal inmate savings account in order to assist an offender to secure
appropriate housing; by establishing expedited procedures for released offenders to obtain a driver's
license or identification card; by reviewing and recommending changes to occupational licensing
laws; and by adding appropriations for sections 305(2) and (4), section 304(1)(b)(ii)(D) and (E), and
section 307 of this act; amending RCW 72.09.300, 72.09.015, 9.94A.728, 9.94A.737, 72.09.460,
72.09.480, and 72.09.111; adding new sections to chapter 72.09 RCW; adding a new section to
chapter 59.18 RCW; adding a new section to chapter 35.82 RCW; adding a new section to chapter
43.185C RCW; adding a new chapter to Title 72 RCW; creating new sections; making
appropriations; and providing expiration dates.

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

NEW SECTION. Sec. 1. The people of the state of Washington expect to
live in safe communities in which the threat of crime is minimized. Attempting
to keep communities safe by building more prisons and paying the costs of
incarceration has proven to be expensive to taxpayers. Incarceration is a
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necessary consequence for some offenders, however, the vast majority of those
offenders will eventually return to their communities. Many of these former
offenders will not have had the opportunity to address the deficiencies that may
have contributed to their criminal behavior. Persons who do not have basic
literacy and job skills, or who are ill-equipped to make the behavioral changes
necessary to successfully function in the community, have a high risk of
reoffense. Recidivism represents serious costs to victims, both financial and
nonmonetary in nature, and also burdens state and local governments with those
offenders who recycle through the criminal justice system.

The legislature believes that recidivism can be reduced and a substantial
cost savings can be realized by utilizing evidence-based, research-based, and
promising programs to address offender deficits, developing and better
coordinating the reentry efforts of state and local governments and local
communities. Research shows that if quality assurances are adhered to,
implementing an optimal portfolio of evidence-based programming options for
offenders who are willing to take advantage of such programs can have a notable
impact on recidivism.

While the legislature recognizes that recidivism cannot be eliminated and
that a significant number of offenders are unwilling or unable to work to develop
the tools necessary to successfully reintegrate into society, the interests of the
public overall are better served by better preparing offenders while incarcerated,
and continuing those efforts for those recently released from prison or jail, for
successful, productive, and healthy transitions to their communities.
Educational, employment, and treatment opportunities should be designed to
address individual deficits and ideally give offenders the ability to function in
society. In order to foster reintegration, this act recognizes the importance of a
strong partnership between the department of corrections, local governments,
law enforcement, social service providers, and interested members of
communities across our state.

PART I - COMMUNITY TRANSITION COORDINATION NETWORKS

NEW_ SECTION. Sec. 101. The definitions in this section apply
throughout this chapter unless the context clearly requires otherwise.

(1) A "community transition coordination network" is a system of
coordination that facilitates partnerships between supervision and service
providers. It is anticipated that an offender who is released to the community
will be able to utilize a community transition coordination network to be
connected directly to the supervision and/or services needed for successful
reentry.

(2) "Evidence-based" means a program or practice that has had multiple-site
random controlled trials across heterogeneous populations demonstrating that
the program or practice is effective in reducing recidivism for the population.

(3) An "individual reentry plan" means the plan to prepare an offender for
release into the community. A reentry plan is developed collaboratively between
the supervising authority and the offender and based on an assessment of the
offender using a standardized and comprehensive tool to identify the offenders'
risks and needs. An individual reentry plan describes actions that should occur
to prepare individual offenders for release from jail or prison and specifies the
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supervision and/or services he or she will experience in the community, taking
into account no contact provisions of the judgment and sentence. An individual
reentry plan should be updated throughout the period of an offender's
incarceration and supervision to be relevant to the offender's current needs and
risks.

(4) "Local community policing and supervision programs" include
probation, work release, jails, and other programs operated by local police,
courts, or local correctional agencies.

(5) "Promising practice” means a practice that presents, based on
preliminary information, potential for becoming a research-based or consensus-
based practice.

(6) "Research-based" means a program or practice that has some research
demonstrating effectiveness, but that does not yet meet the standard of evidence-
based practices.

(7) "Supervising authority” means the agency or entity that has the
responsibility for supervising an offender.

NEW SECTION. Sec. 102. (1) Each county or group of counties shall
conduct an inventory of the services and resources available in the county or
group of counties to assist offenders in reentering the community.

(2) In conducting its inventory, the county or group of counties should
consult with the following:

(a) The department of corrections, including community corrections
officers;

(b) The department of social and health services in applicable program
areas;

(c) Representatives from county human services departments and, where
applicable, multicounty regional support networks;

(d) Local public health jurisdictions;

(e) City and county law enforcement;

(f) Local probation/supervision programs;

(g) Local community and technical colleges;

(h) The local worksource center operated under the statewide workforce
investment system;

(i) Faith-based and nonprofit organizations providing assistance to
offenders;

(j) Housing providers;

(k) Crime victims service providers; and

(1) Other community stakeholders interested in reentry efforts.

(3) The inventory must include, but is not limited to:

(a) A list of programs available through the entities listed in subsection (2)
of this section and services currently available in the community for offenders
including, but not limited to, housing assistance, employment assistance,
education, vocational training, parenting education, financial literacy, treatment
for substance abuse, mental health, anger management, life skills training,
specialized treatment programs such as batterers treatment and sex offender
treatment, and any other service or program that will assist the former offender
to successfully transition into the community; and

(b) An indication of the availability of community representatives or
volunteers to assist the offender with his or her transition.
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(4) No later than January 1, 2008, each county or group of counties shall
present its inventory to the policy advisory committee convened in section
103(8) of this act.

NEW SECTION. Sec. 103. (1) The department of community, trade, and
economic development shall establish a community transition coordination
network pilot program for the purpose of awarding grants to counties or groups
of counties for implementing coordinated reentry efforts for offenders returning
to the community. Grant awards are subject to the availability of amounts
appropriated for this specific purpose.

(2) By September 1, 2007, the Washington state institute for public policy
shall, in consultation with the department of community, trade, and economic
development, develop criteria for the counties in conducting its evaluation as
directed by subsection (6)(c) of this section.

(3) Effective February 1, 2008, any county or group of counties may apply
for participation in the community transition coordination network pilot program
by submitting a proposal for a community transition coordination network.

(4) A proposal for a community transition coordination network initiated
under this section must be collaborative in nature and must seek locally
appropriate evidence-based or research-based solutions and promising practices
utilizing the participation of public and private entities or programs to support
successful, community-based offender reentry.

(5) In developing a proposal for a community transition coordination
network, counties or groups of counties and the department of corrections shall
collaborate in addressing:

(a) Efficiencies that may be gained by sharing space or resources in the
provision of reentry services to offenders;

(b) Mechanisms for communication of information about offenders,
including the feasibility of shared access to databases;

(c) Partnerships to establish neighborhood corrections initiatives as defined
in section 302 of this act.

(6) A proposal for a community transition coordination network must
include:

(a) Descriptions of collaboration and coordination between local
community policing and supervision programs and those agencies and entities
identified in the inventory conducted pursuant to section 102 of this act to
address the risks and needs of offenders under a participating county or city
misdemeanant probation or other supervision program including:

(1) A proposed method of assessing offenders to identify the offenders' risks
and needs. Counties and cities are encouraged, where possible, to make use of
assessment tools developed by the department of corrections in this regard;

(i1) A proposal for developing and/or maintaining an individual reentry plan
for offenders;

(ii1) Connecting offenders to services and resources that meet the offender's
needs as identified in his or her individual reentry plan including the
identification of community representatives or volunteers that may assist the
offender with his or her transition; and

(iv) The communication of assessment information, individual reentry
plans, and service information between parties involved with offender's reentry;
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(b) Mechanisms to provide information to former offenders regarding
services available to them in the community regardless of the length of time
since the offender's release and regardless of whether the offender was released
from prison or jail. Mechanisms shall, at a minimum, provide for:

(i) Maintenance of the information gathered in section 102 of this act
regarding services currently existing within the community that are available to
offenders; and

(i1) Coordination of access to existing services with community providers
and provision of information to offenders regarding how to access the various
type of services and resources that are available in the community; and

(c¢) An evaluation of the county's or group of counties' readiness to
implement a community transition coordination network including the social
service needs of offenders in general, capacity of local facilities and resources to
meet offenders' needs, and the cost to implement and maintain a community
transition coordination network for the duration of the pilot project.

(7) The department of community, trade, and economic development shall
review county applications for funding through the community transition
coordination network pilot program and, no later than April 1, 2008, shall select
up to four counties or groups of counties. In selecting pilot counties or regions,
the department shall consider the extent to which the proposal:

(a) Addresses the requirements set out in subsection (6) of this section;

(b) Proposes effective partnerships and coordination between local
community policing and supervision programs, social service and treatment
providers, and the department of corrections' community justice center, if a
center is located in the county or region;

(c) Focuses on measurable outcomes such as increased employment and
income, treatment objectives, maintenance of stable housing, and reduced
recidivism;

(d) Contributes to the diversity of pilot programs, considering factors such
as geographic location, size of county or region, and reentry services currently
available. The department shall ensure that a grant is awarded to at least one
rural county or group of counties and at least one county or group of counties
where a community justice center operated by the department of corrections is
located; and

(e) Is feasible, given the evaluation of the social service needs of offenders,
the existing capacity of local facilities and resources to meet offenders' needs,
and the cost to implement a community transition coordination network in the
county or group of counties.

(8) The department of community, trade, and economic development shall
convene a policy advisory committee composed of representatives from the
senate, the house of representatives, the governor's office of financial
management, the department of corrections, to include one representative who is
a community corrections officer, the office of crime victims' advocacy, the
Washington state association of counties, association of Washington cities, a
nonprofit provider of reentry services, and an ex-offender who has discharged
the terms of his or her sentence. The advisory committee shall meet no less than
annually to receive status reports on the implementation of community transition
coordination networks, review annual reports and the pilot project evaluations
submitted pursuant to section 105 of this act, and identify evidence-based,
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research-based, and promising practices for other counties seeking to establish
community transition coordination networks.

(9) Pilot networks established under this section shall extend for a period of
four fiscal years, beginning July 1, 2008, and ending June 30, 2012.

(10) This section expires June 30, 2013.

NEW SECTION. Sec. 104. (1) Nothing in section 103 of this act is
intended to shift the supervising responsibility or sanctioning authority from one
government entity to another or give a community transition coordination
network oversight responsibility for those activities or allow imposition of civil
liability where none existed previously.

(2) An individual reentry plan may not be used as the basis of liability
against local government entities, or its officers or employees.

NEW SECTION. Sec. 105. (1) It is the intent of the legislature to provide
funding for this project.

(2) Counties receiving state funds must:

(a) Demonstrate the funds allocated pursuant to this section will be used
only for those purposes in establishing and maintaining a community transition
coordination network;

(b) Consult with the Washington state institute for public policy at the
inception of the pilot project to refine appropriate outcome measures and data
tracking systems;

(c) Submit to the advisory committee established in section 103(8) of this
act an annual progress report by June 30th of each year of the pilot project to
report on identified outcome measures and identify evidence-based, research-
based, or promising practices;

(d) Cooperate with the Washington state institute for public policy at the
completion of the pilot project to conduct an evaluation of the project.

(3) The Washington state institute for public policy shall provide direction
to counties in refining appropriate outcome measures for the pilot projects and
establishing data tracking systems. At the completion of the pilot project, the
institute shall conduct an evaluation of the projects including the benefit-cost
ratio of service delivery through a community transition coordination network,
associated reductions in recidivism, and identification of evidence-based,
research-based, or promising practices. The institute shall report to the governor
and the legislature with the results of its evaluation no later than December 31,
2012.

(4) This section expires June 30, 2013.

NEW_SECTION. Sec. 106. (1) The community transition coordination
network account is created in the state treasury. The account may receive
legislative appropriations, gifts, and grants. Moneys in the account may be spent
only after appropriation. Expenditures from the account may be used only for
the purposes of section 103 of this act.

(2) This section expires June 30, 2013.

NEW SECTION. Sec. 107. Nothing in this act creates an entitlement for a
county or group of counties to receive funding under the program created in
section 103 of this act, nor an obligation for a county or group of counties to
maintain a community transition coordination network established pursuant to
section 103 of this act upon expiration of state funding.
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Sec. 108. RCW 72.09.300 and 1996 ¢ 232 s 7 are each amended to read as
follows:

(1) Every county legislative authority shall by resolution or ordinance
establish a local law and justice council. The county legislative authority shall
determine the size and composition of the council, which shall include the
county sheriff and a representative of the municipal police departments within
the county, the county prosecutor and a representative of the municipal
prosecutors within the county, a representative of the city legislative authorities
within the county, a representative of the county's superior, juvenile, district, and
municipal courts, the county jail administrator, the county clerk, the county risk
manager, and the secretary of corrections and his or her designees. Officials
designated may appoint representatives.

(2) A combination of counties may establish a local law and justice council
by intergovernmental agreement. The agreement shall comply with the
requirements of this section.

(3) The local law and Just1ce councﬂ ((s-ha-H—ée%lep—a—}eeawl—l-&w—aﬁd—Jﬁs-&ee

e#fhe—pl—a&s-haﬂ—mel&de—seekmgﬂﬁ%&aaﬂfm-ze)) may address issues related

(a) Maximizing local resources including personnel and facilities, ((reduee))
reducing duplication of services, and ((share)) sharing resources between local
and state government in order to accomplish local efficiencies without

d1m1n1sh1ng effectlveness((—”Phe—plraﬂ—shaH—a}se—me}ude—a—seeﬁeﬂ—eﬂ—_]aﬂ

).

b) Jail management;
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(¢) Mechanisms for communication of information about offenders,
including the feasibility of shared access to databases; and

(d) Partnerships between the department and local community policing and
supervision programs to facilitate supervision of offenders under the respective
jurisdictions of each and timely response to an offender's failure to comply with
the terms of supervision.

(4) The county legislative authority may request technical assistance in
((developing-orimplementing-the-planfrem)) coordinating services with other
units or agencies of state or local government, which shall include the
department, the office of financial management, and the Washington association
of sheriffs and police chiefs.

((66))) (5) Upon receiving a request for assistance from a county, the
department may provide the requested assistance.

(D)) (6) The secretary may adopt rules for the submittal, review, and
approval of all requests for assistance made to the department. ((Fhe-seeretary

NEW SECTION. Sec. 109. Sections 101 through 107 of this act constitute
a new chapter in Title 72 RCW.
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PART II - INDIVIDUAL REENTRY PLAN

NEW SECTION. Sec. 201. Individual reentry plans are intended to be a
tool for the department of corrections to identify the needs of an offender.
Individual reentry plans are meant to assist the department in targeting
programming and services to offenders with the greatest need and to the extent
that those services are funded and available. The state cannot meet every need
that may have contributed to every offender's criminal proclivities. Further, an
individual reentry plan, and the programming resulting from that plan, are not a
guarantee that an offender will not recidivate. Rather, the legislature intends that
by identifying offender needs and offering programs that have been proven to
reduce the likelihood of reoffense, the state will benefit by an overall reduction
in recidivism.

Sec. 202. RCW 72.09.015 and 2004 c 167 s 6 are each amended to read as
follows:

The definitions in this section apply throughout this chapter.

(1) "Adult basic education" means education or instruction designed to

achieve general competence of skills in reading, writing, and oral
communication, including English as a second language and preparation and
testing services for obtaining a high school diploma or a general equivalency
diploma.

(2) "Base level of correctional services" means the minimum level of field
services the department of corrections is required by statute to provide for the
supervision and monitoring of offenders.

() (3) "Contraband" means any object or communication the secretary
determines shall not be allowed to be: (a) Brought into; (b) possessed while on
the grounds of; or (c) sent from any institution under the control of the secretary.

() (4) "County" means a county or combination of counties.

((4)) (5) "Department" means the department of corrections.

((())) (6) "Earned early release" means earned release as authorized by
RCW 9.94A.728.

((66))) (1) "Evidence-based" means a program or practice that has had
multiple-site _random controlled trials across heterogeneous populations
demonstrating that the program or practice is effective in reducing recidivism for
the population.

(8) "Extended family visit" means an authorized visit between an inmate
and a member of his or her immediate family that occurs in a private visiting unit
located at the correctional facility where the inmate is confined.

() (9) "Good conduct" means compliance with department rules and
policies.

((68)) (10) "Good performance" means successful completion of a program
required by the department, including an education, work, or other program.

() (1) "Immediate family" means the inmate's children, stepchildren,
grandchildren, great grandchildren, parents, stepparents, grandparents, great
grandparents, siblings, and a person legally married to an inmate. "Immediate
family" does not include an inmate adopted by another inmate or the immediate
family of the adopted or adopting inmate.

((€9))) (12) "Indigent inmate," "indigent," and "indigency" mean an inmate
who has less than a ten-dollar balance of disposable income in his or her
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institutional account on the day a request is made to utilize funds and during the
thirty days previous to the request.

((eH)) (13) "Individual reentry plan" means the plan to prepare an offender
for release into the community. It should be developed collaboratively between
the department and the offender and based on an assessment of the offender
using a standardized and comprehensive tool to identify the offenders' risks and
needs. The individual reentry plan describes actions that should occur to prepare
individual offenders for release from prison or jail, specifies the supervision and
services they will experience in the community, and describes an offender's
eventual discharge to aftercare upon successful completion of supervision. An
individual reentry plan is updated throughout the period of an offender's
incarceration and supervision to be relevant to the offender's current needs and
risks.

(14) "Inmate" means a person committed to the custody of the department,
including but not limited to persons residing in a correctional institution or
facility and persons released on furlough, work release, or community custody,
and persons received from another state, state agency, county, or federal
jurisdiction.

((€2))) (15) "Privilege" means any goods or services, education or work
programs, or earned early release days, the receipt of which are directly linked to
an inmate's (a) good conduct; and (b) good performance. Privileges do not
include any goods or services the department is required to provide under the
state or federal Constitution or under state or federal law.

((43))) (16) "Promising practice" means a practice that presents, based on
preliminary information, potential for becoming a research-based or consensus-
based practice.

(17) "Research-based" means a program or practice that has some research
demonstrating effectiveness. but that does not yet meet the standard of evidence-
based practices.

(18) "Secretary" means the secretary of corrections or his or her designee.

((E4)) (19) "Significant expansion” includes any expansion into a new
product line or service to the class I business that results from an increase in
benefits provided by the department, including a decrease in labor costs, rent, or
utility rates (for water, sewer, electricity, and disposal), an increase in work
program space, tax advantages, or other overhead costs.

((65))) (20) "Superintendent"” means the superintendent of a correctional
facility under the jurisdiction of the Washington state department of corrections,
or his or her designee.

((+6))) (21) "Unfair competition" means any net competitive advantage that
a business may acquire as a result of a correctional industries contract, including
labor costs, rent, tax advantages, utility rates (water, sewer, electricity, and
disposal), and other overhead costs. To determine net competitive advantage,
the correctional industries board shall review and quantify any expenses unique
to operating a for-profit business inside a prison.

(1)) (22) "Vocational training" or "vocational education" means
"vocational education" as defined in RCW 72.62.020.

(23) "Washington business" means an in-state manufacturer or service
provider subject to chapter 82.04 RCW existing on June 10, 2004.
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((8))) (24) "Work programs" means all classes of correctional industries
jobs authorized under RCW 72.09.100.

NEW SECTION. Sec. 203. A new section is added to chapter 72.09 RCW
to read as follows:

(1) The department of corrections shall develop an individual reentry plan
as defined in RCW 72.09.015 for every offender who is committed to the
jurisdiction of the department except:

(a) Offenders who are sentenced to life without the possibility of release or
sentenced to death under chapter 10.95 RCW; and

(b) Offenders who are subject to the provisions of 8 U.S.C. Sec. 1227.

(2) The individual reentry plan may be one document, or may be a series of
individual plans that combine to meet the requirements of this section.

(3) In developing individual reentry plans, the department shall assess all
offenders using standardized and comprehensive tools to identify the
criminogenic risks, programmatic needs, and educational and vocational skill
levels for each offender. The assessment tool should take into account
demographic biases, such as culture, age, and gender, as well as the needs of the
offender, including any learning disabilities, substance abuse or mental health
issues, and social or behavior deficits.

(4)(2) The initial assessment shall be conducted as early as sentencing, but,
whenever possible, no later than forty-five days of being sentenced to the
jurisdiction of the department of corrections.

(b) The offender's individual reentry plan shall be developed as soon as
possible after the initial assessment is conducted, but, whenever possible, no
later than sixty days after completion of the assessment, and shall be periodically
reviewed and updated as appropriate.

(5) The individual reentry plan shall, at a minimum, include:

(a) A plan to maintain contact with the inmate's children and family, if
appropriate. The plan should determine whether parenting classes, or other
services, are appropriate to facilitate successful reunification with the offender's
children and family;

(b) An individualized portfolio for each offender that includes the offender's
education achievements, certifications, employment, work experience, skills,
and any training received prior to and during incarceration; and

(c) A plan for the offender during the period of incarceration through
reentry into the community that addresses the needs of the offender including
education, employment, substance abuse treatment, mental health treatment,
family reunification, and other areas which are needed to facilitate a successful
reintegration into the community.

(6)(a) Prior to discharge of any offender, the department shall:

(1) Evaluate the offender's needs and, to the extent possible, connect the
offender with existing services and resources that meet those needs; and

(i1) Connect the offender with a community justice center and/or community
transition coordination network in the area in which the offender will be residing
once released from the correctional system if one exists.

(b) If the department recommends partial confinement in an offender's
individual reentry plan, the department shall maximize the period of partial
confinement for the offender as allowed pursuant to RCW 9.94A.728 to
facilitate the offender's transition to the community.
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(7) The department shall establish mechanisms for sharing information from
individual reentry plans to those persons involved with the offender's treatment,
programming, and reentry, when deemed appropriate. When feasible, this
information shall be shared electronically.

(8)(a) In determining the county of discharge for an offender released to
community custody or community placement, the department may not approve a
residence location that is not in the offender's county of origin unless it is
determined by the department that the offender's return to his or her county of
origin would be inappropriate considering any court-ordered condition of the
offender's sentence, victim safety concerns, negative influences on the offender
in the community, or the location of family or other sponsoring persons or
organizations that will support the offender.

(b) If the offender is not returned to his or her county of origin, the
department shall provide the law and justice council of the county in which the
offender is placed with a written explanation.

(c) For purposes of this section, the offender's county of origin means the
county of the offender's first felony conviction in Washington.

(9) Nothing in this section creates a vested right in programming, education,
or other services.

PART III - PARTIAL CONFINEMENT AND SUPERVISION

NEW SECTION. Sec. 301. (1) The legislature intends that Washington's
work release centers be transformed into residential reentry centers with the
capacity to provide or connect offenders with the full range of reentry services to
achieve measurable outcomes. The Washington state institute for public policy
shall conduct a comprehensive analysis and evaluation of residential reentry
centers and work release facilities to identify evidence-based, research-based,
and promising practices or programs for the state of Washington and the
necessary performance measures that show the greatest quality, effectiveness,
and efficiency of the program on key outcomes. The research should include an
examination of reentry and work release practices in both urban and rural areas
and both inside and outside of the state of Washington. The institute should
identify what services or combination of services should be provided to
participants of residential reentry centers and the length of time services should
be provided to optimize the successful transition of an offender back into
society.

(2) By May 1, 2008, the secretary of the department of corrections, or the
secretary's designee, shall convene and chair a work group to review current
laws and policy regarding work release.

(3) In addition to the secretary of the department of corrections, the
following shall be members of the work group: A representative appointed by
the governor, a community corrections officer, a representative of the
Washington association of prosecuting attorneys, a representative of the superior
court judges association, a member selected by the Washington association of
sheriffs and police chiefs, a representative from the Washington state association
of counties, a representative from the association of Washington cities, a
representative from contract work release facilities in the state, a representative
from state-run work release facilities in the state, a representative from a
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nonprofit organization that works with former offenders who have completed a
work release program, a crime victims' advocate, and a representative from the
department of community, trade, and economic development. The secretary
may designate a person to serve in his or her place. Members of the work group
shall serve without compensation.

(4) In conducting its review, the work group must review and make
recommendations for changes to corrections law and policies to ensure that:

(a) Work release facilities are transformed into residential reentry centers so
that participants are provided with a combination of reentry services that
conform to evidence-based, research-based, or promising practices as identified
by the institute;

(b) Residential reentry centers lead to meaningful employment for offenders
participating in the program;

(c) A plan is identified to ensure that residential reentry centers are
distributed throughout the state;

(d) Residential reentry centers are of a size consistent with evidence-based,
research-based, or promising practices and appropriate to the community in
which they are located;

() Communities are given meaningful avenues for ongoing consultation
regarding the establishment and operation of residential reentry centers in their
area;

(f) Victim and community safety concerns are given priority when
determining appropriate placement in residential reentry centers for individual
offenders;

(g) Eligibility time to participate in residential reentry centers is sufficient to
make it a meaningful experience for offenders; and

(h) Programs have the necessary performance measures needed to
effectively monitor the quality, effectiveness, and efficiency of the programs.

(5) To the extent practicable, the institute shall cooperate with the work
group.

(6)(a) The institute shall report its results and recommendations to the
governor and the legislature no later than November 15, 2007.

(b) The department of corrections shall report the results and
recommendations of the work group to the governor and the legislature no later
than November 15, 2008.

NEW SECTION. Sec. 302. A new section is added to chapter 72.09 RCW
to read as follows:

(1) The department shall continue to establish community justice centers
throughout the state for the purpose of providing comprehensive services and
monitoring for offenders who are reentering the community.

(2) For the purposes of this chapter, "community justice center" is defined as
a nonresidential facility staffed primarily by the department in which recently
released offenders may access services necessary to improve their successful
reentry into the community. Such services may include but are not limited to,
those listed in the individual reentry plan, mental health, chemical dependency,
sex offender treatment, anger management, parenting education, financial
literacy, housing assistance, and employment assistance.

(3) At a minimum, the community justice center shall include:
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(a) A violator program to allow the department to utilize a range of available
sanctions for offenders who violate conditions of their supervision;

(b) An employment opportunity program to assist an offender in finding
employment; and

(c) Resources for connecting offenders with services such as treatment,
transportation, training, family reunification, and community services.

(4) In addition to any other programs or services offered by a community
justice center, the department shall designate a transition coordinator to facilitate
connections between the former offender and the community. The department
may designate transition coordination services to be provided by a community
transition coordination network pursuant to section 103 of this act if one has
been established in the community where the community justice center is
located and the department has entered into a memorandum of understanding
with the county to share resources.

(5) The transition coordinator shall provide information to former offenders
regarding services available to them in the community regardless of the length of
time since the offender's release from the correctional facility. The transition
coordinator shall, at a minimum, be responsible for the following:

(a) Gathering and maintaining information regarding services currently
existing within the community that are available to offenders including, but not
limited to:

(i) Programs offered through the department of social and health services,
the department of health, the department of licensing, housing authorities, local
community and technical colleges, other state or federal entities which provide
public benefits, and nonprofit entities;

(i1) Services such as housing assistance, employment assistance, education,
vocational training, parent education, financial literacy, treatment for substance
abuse, mental health, anger management, and any other service or program that
will assist the former offender to successfully transition into the community;

(b) Coordinating access to the existing services with the community
providers and provide offenders with information regarding how to access the
various type of services and resources that are available in the community.

(6)(a) A minimum of six community justice centers shall be operational by
December 1, 2009. The six community justice centers include those in operation
on the effective date of this section.

(b) By December 1, 2011, the department shall establish a minimum of three
additional community justice centers within the state.

(7) In locating new centers, the department shall:

(a) Give priority to the counties with the largest population of offenders who
were under the jurisdiction of the department of corrections and that do not
already have a community justice center;

(b) Ensure that at least two centers are operational in eastern Washington;
and

(c) Comply with section 303 of this act and all applicable zoning laws and
regulations.

(8) Before beginning the siting or opening of the new community justice
center, the department shall:
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(a) Notify the city, if applicable, and the county within which the
community justice center is proposed. Such notice shall occur at least sixty days
prior to selecting a specific location to provide the services listed in this section;

(b) Consult with the community providers listed in subsection (5) of this
section to determine if they have the capacity to provide services to offenders
through the community justice center; and

(c) Give due consideration to all comments received in response to the
notice of the start of site selection and consultation with community providers.

(9) The department shall make efforts to enter into memoranda of
understanding or agreements with the local community policing and supervision
programs as defined in section 101 of this act in which the community justice
center is located to address:

(a) Efficiencies that may be gained by sharing space or resources in the
provision of reentry services to offenders, including services provided through a
community transition coordination network established pursuant to section 103
of this act if a network has been established in the county;

(b) Mechanisms for communication of information about offenders,
including the feasibility of shared access to databases;

(c) Partnerships to establish neighborhood corrections initiatives between
the department of corrections and local police to supervise offenders.

(1) A neighborhood corrections initiative includes shared mechanisms to
facilitate supervision of offenders which may include activities such as joint
emphasis patrols to monitor high-risk offenders, service of bench and secretary
warrants and detainers, joint field visits, connecting offenders with services, and,
where appropriate, directing offenders into sanction alternatives in lieu of
incarceration.

(i1) The agreement must address:

(A) The roles and responsibilities of police officers and corrections staff
participating in the partnership; and

(B) The amount of corrections staff and police officer time that will be
dedicated to partnership efforts.

NEW SECTION. Sec. 303. A new section is added to chapter 72.09 RCW
to read as follows:

(1) No later than July 1, 2007, and every biennium thereafter starting with
the biennium beginning July 1, 2009, the department shall prepare a list of
counties and rural multicounty geographic areas in which work release facilities,
community justice centers and other community-based correctional facilities are
anticipated to be sited during the next three fiscal years and transmit the list to
the office of financial management and the counties on the list. The list may be
updated as needed.

(2) In preparing the list, the department shall make substantial efforts to
provide for the equitable distribution of work release, community justice centers,
or other community-based correctional facilities among counties.  The
department shall give great weight to the following factors in determining
equitable distribution:

(a) The locations of existing residential facilities owned or operated by, or
operated under contract with, the department in each county;

[2209]



Ch. 483 WASHINGTON LAWS, 2007

(b) The number and proportion of adult offenders sentenced to the custody
or supervision of the department by the courts of the county or rural multicounty
geographic area; and

(c) The number of adult registered sex offenders classified as level II or 111
and adult sex offenders registered per thousand persons residing in the county.

(3) For purposes of this section, "equitable distribution" means siting or
locating work release, community justice centers, or other community-based
correctional facilities in a manner that reasonably reflects the proportion of
offenders sentenced to the custody or supervision of the department by the courts
of each county or rural multicounty geographic area designated by the
department, and, to the extent practicable, the proportion of offenders residing in
particular jurisdictions or communities within such counties or rural multicounty
geographic areas. Equitable distribution is a policy goal, not a basis for any
legal challenge to the siting, construction, occupancy, or operation of any facility
anywhere in the state.

Sec. 304. RCW 9.94A.728 and 2004 ¢ 176 s 6 are each amended to read as
follows:

No person serving a sentence imposed pursuant to this chapter and
committed to the custody of the department shall leave the confines of the
correctional facility or be released prior to the expiration of the sentence except
as follows:

(1) Except as otherwise provided for in subsection (2) of this section, the
term of the sentence of an offender committed to a correctional facility operated
by the department may be reduced by earned release time in accordance with
procedures that shall be developed and promulgated by the correctional agency
having jurisdiction in which the offender is confined. The earned release time
shall be for good behavior and good performance, as determined by the
correctional agency having jurisdiction. The correctional agency shall not credit
the offender with earned release credits in advance of the offender actually
earning the credits. Any program established pursuant to this section shall allow
an offender to earn early release credits for presentence incarceration. If an
offender is transferred from a county jail to the department, the administrator of
a county jail facility shall certify to the department the amount of time spent in
custody at the facility and the amount of earned release time. An offender who
has been convicted of a felony committed after July 23, 1995, that involves any
applicable deadly weapon enhancements under RCW 9.94A.533 (3) or (4), or
both, shall not receive any good time credits or earned release time for that
portion of his or her sentence that results from any deadly weapon
enhancements.

(a) In the case of an offender convicted of a serious violent offense, or a sex
offense that is a class A felony, committed on or after July 1, 1990, and before
July 1, 2003, the aggregate earned release time may not exceed fifteen percent of
the sentence. In the case of an offender convicted of a serious violent offense, or
a sex offense that is a class A felony, committed on or after July 1, 2003, the
aggregate earned release time may not exceed ten percent of the sentence.

(b)(i) In the case of an offender who qualifies under (b)(ii) of this
subsection, the aggregate earned release time may not exceed fifty percent of the
sentence.
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(i1) An offender is qualified to earn up to fifty percent of aggregate earned
release time under this subsection (1)(b) if he or she:

(A) Is classified in one of the two lowest risk categories under (b)(iii) of this
subsection;

(B) Is not confined pursuant to a sentence for:

(I) A sex offense;

(II) A violent offense;

(IIT) A crime against persons as defined in RCW 9.94A.411;

(IV) A felony that is domestic violence as defined in RCW 10.99.020;

(V) A violation of RCW 9A.52.025 (residential burglary);

(VD) A violation of, or an attempt, solicitation, or conspiracy to violate,
RCW 69.50.401 by manufacture or delivery or possession with intent to deliver
methamphetamine; or

(VII) A violation of, or an attempt, solicitation, or conspiracy to violate,
RCW 69.50.406 (delivery of a controlled substance to a minor); ((and))

(C) Has no prior conviction for:

(I) A sex offense;

(II) A violent offense;

(IIT) A crime against persons as defined in RCW 9.94A.411;

(IV) A felony that is domestic violence as defined in RCW 10.99.020;

(V) A violation of RCW 9A.52.025 (residential burglary);

(VD) A violation of, or an attempt, solicitation, or conspiracy to violate,
RCW 69.50.401 by manufacture or delivery or possession with intent to deliver
methamphetamine; or

(VII) A violation of, or an attempt, solicitation, or conspiracy to violate,
RCW 69.50.406 (delivery of a controlled substance to a minor);

(D) Participates in programming or activities as directed by the offender's

individual reentry plan as provided under section 203 of this act to the extent that
such programming or activities are made available by the department; and

(E) Has not committed a new felony after the effective date of this section
while under community supervision, community placement, or community
custody.

(iii) For purposes of determining an offender's eligibility under this
subsection (1)(b), the department shall perform a risk assessment of every
offender committed to a correctional facility operated by the department who has
no current or prior conviction for a sex offense, a violent offense, a crime against
persons as defined in RCW 9.94A.411, a felony that is domestic violence as
defined in RCW 10.99.020, a violation of RCW 9A.52.025 (residential
burglary), a violation of, or an attempt, solicitation, or conspiracy to violate,
RCW 69.50.401 by manufacture or delivery or possession with intent to deliver
methamphetamine, or a violation of, or an attempt, solicitation, or conspiracy to
violate, RCW 69.50.406 (delivery of a controlled substance to a minor). The
department must classify each assessed offender in one of four risk categories
between highest and lowest risk.

(iv) The department shall recalculate the earned release time and reschedule
the expected release dates for each qualified offender under this subsection
(D(b).

(v) This subsection (1)(b) applies retroactively to eligible offenders serving
terms of total confinement in a state correctional facility as of July 1, 2003.
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(vi) This subsection (1)(b) does not apply to offenders convicted after July
1,2010.

(c) In no other case shall the aggregate earned release time exceed one-third
of the total sentence;

(2)(a) A person convicted of a sex offense or an offense categorized as a
serious violent offense, assault in the second degree, vehicular homicide,
vehicular assault, assault of a child in the second degree, any crime against
persons where it is determined in accordance with RCW 9.94A.602 that the
offender or an accomplice was armed with a deadly weapon at the time of
commission, or any felony offense under chapter 69.50 or 69.52 RCW,
committed before July 1, 2000, may become eligible, in accordance with a
program developed by the department, for transfer to community custody status
in lieu of earned release time pursuant to subsection (1) of this section;

(b) A person convicted of a sex offense, a violent offense, any crime against
persons under RCW 9.94A.411(2), or a felony offense under chapter 69.50 or
69.52 RCW, committed on or after July 1, 2000, may become eligible, in
accordance with a program developed by the department, for transfer to
community custody status in lieu of earned release time pursuant to subsection
(1) of this section;

(c) The department shall, as a part of its program for release to the
community in lieu of earned release, require the offender to propose a release
plan that includes an approved residence and living arrangement. All offenders
with community placement or community custody terms eligible for release to
community custody status in lieu of earned release shall provide an approved
residence and living arrangement prior to release to the community;

(d) The department may deny transfer to community custody status in lieu
of earned release time pursuant to subsection (1) of this section if the department
determines an offender's release plan, including proposed residence location and
living arrangements, may violate the conditions of the sentence or conditions of
supervision, place the offender at risk to violate the conditions of the sentence,
place the offender at risk to reoffend, or present a risk to victim safety or
community safety. The department's authority under this section is independent
of any court-ordered condition of sentence or statutory provision regarding
conditions for community custody or community placement;

(e) If the department denies transfer to community custody status in lieu of
carned early release pursuant to (d) of this subsection, the department may

transfer an offender to partial confinement in lieu of earned early release up to
three months. The three months in partial confinement is in addition to that
portion of the offender's term of confinement that may be served in partial
confinement as provided in this section;

(f) An offender serving a term of confinement imposed under RCW
9.94A.670(4)(a) is not eligible for earned release credits under this section;

(3) An offender may leave a correctional facility pursuant to an authorized
furlough or leave of absence. In addition, offenders may leave a correctional
facility when in the custody of a corrections officer or officers;

(4)(a) The secretary may authorize an extraordinary medical placement for
an offender when all of the following conditions exist:

(i) The offender has a medical condition that is serious enough to require
costly care or treatment;

[2212]



WASHINGTON LAWS, 2007 Ch. 483

(i1) The offender poses a low risk to the community because he or she is
physically incapacitated due to age or the medical condition; and

(iii) Granting the extraordinary medical placement will result in a cost
savings to the state.

(b) An offender sentenced to death or to life imprisonment without the
possibility of release or parole is not eligible for an extraordinary medical
placement.

(c) The secretary shall require electronic monitoring for all offenders in
extraordinary medical placement unless the electronic monitoring equipment
interferes with the function of the offender's medical equipment or results in the
loss of funding for the offender's medical care. The secretary shall specify who
shall provide the monitoring services and the terms under which the monitoring
shall be performed.

(d) The secretary may revoke an extraordinary medical placement under this
subsection at any time;

(5) The governor, upon recommendation from the clemency and pardons
board, may grant an extraordinary release for reasons of serious health problems,
senility, advanced age, extraordinary meritorious acts, or other extraordinary
circumstances;

(6) No more than the final six months of the ((sentenee)) offender's term of
confinement may be served in partial confinement designed to aid the offender
in finding work and reestablishing himself or herself in the community. This is
in addition to that period of earned early release time that may be exchanged for
partial confinement pursuant to subsection (2)(e) of this section;

(7) The governor may pardon any offender;

(8) The department may release an offender from confinement any time
within ten days before a release date calculated under this section; and

(9) An offender may leave a correctional facility prior to completion of his
or her sentence if the sentence has been reduced as provided in RCW 9.94A.870.

Notwithstanding any other provisions of this section, an offender sentenced
for a felony crime listed in RCW 9.94A.540 as subject to a mandatory minimum
sentence of total confinement shall not be released from total confinement before
the completion of the listed mandatory minimum sentence for that felony crime
of conviction unless allowed under RCW 9.94A.540, however persistent
offenders are not eligible for extraordinary medical placement.

Sec. 305. RCW 9.94A.737 and 2005 ¢ 435 s 3 are each amended to read as
follows:

(1) If an offender violates any condition or requirement of community
custody, the department may transfer the offender to a more restrictive
confinement status to serve up to the remaining portion of the sentence, less
credit for any period actually spent in community custody or in detention
awaiting disposition of an alleged violation and subject to the limitations of
subsection ((€2})) (3) of this section.

(2) If an offender has not completed his or her maximum term of total
confinement and is subject to a third violation hearing for any violation of

community custody and is found to have committed the violation, the
department shall return the offender to total confinement in a state correctional

facility to serve up to the remaining portion of his or her sentence. unless it is

determined that returning the offender to a state correctional facility would
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substantially interfere with the offender's ability to maintain necessary
community supports or to participate in necessary treatment or programming and
would substantially increase the offender's likelihood of reoffending.

(3)(a) For a sex offender sentenced to a term of community custody under
RCW 9.94A.670 who violates any condition of community custody, the
department may impose a sanction of up to sixty days' confinement in a local
correctional facility for each violation. If the department imposes a sanction, the
department shall submit within seventy-two hours a report to the court and the
prosecuting attorney outlining the violation or violations and the sanctions
imposed.

(b) For a sex offender sentenced to a term of community custody under
RCW 9.94A.710 who violates any condition of community custody after having
completed his or her maximum term of total confinement, including time served
on community custody in lieu of earned release, the department may impose a
sanction of up to sixty days in a local correctional facility for each violation.

(c) For an offender sentenced to a term of community custody under RCW
9.94A.505(2)(b), 9.94A.650, or 9.94A.715, or under RCW 9.94A.545, for a
crime committed on or after July 1, 2000, who violates any condition of
community custody after having completed his or her maximum term of total
confinement, including time served on community custody in lieu of earned
release, the department may impose a sanction of up to sixty days in total
confinement for each violation. The department may impose sanctions such as
work release, home detention with electronic monitoring, work crew,
community restitution, inpatient treatment, daily reporting, curfew, educational
or counseling sessions, supervision enhanced through electronic monitoring, or
any other sanctions available in the community.

(d) For an offender sentenced to a term of community placement under
RCW 9.94A.705 who violates any condition of community placement after
having completed his or her maximum term of total confinement, including time
served on community custody in lieu of earned release, the department may
impose a sanction of up to sixty days in total confinement for each violation.
The department may impose sanctions such as work release, home detention
with electronic monitoring, work crew, community restitution, inpatient
treatment, daily reporting, curfew, educational or counseling sessions,
supervision enhanced through electronic monitoring, or any other sanctions
available in the community.

((63))) (4) If an offender has been arrested for a new felony offense while
under community supervision, community custody, or community placement,
the department shall hold the offender in total confinement until a hearing before
the department as provided in this section or until the offender has been formally

charged for the new felony offense, whichever is earlier. Nothing in this

subsection shall be construed as to permit the department to hold an offender
past his or her maximum term of total confinement if the offender has not

completed the maximum term of total confinement or to permit the department
to hold an offender past the offender's term of community supervision,
community custody, or community placement.

(5) The department shall be financially responsible for any portion of the

sanctions authorized by this section that are served in a local correctional facility
as the result of action by the department.
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(6) If an offender is accused of violating any condition or requirement of
community custody, he or she is entitled to a hearing before the department prior
to the imposition of sanctions. The hearing shall be considered as offender
disciplinary proceedings and shall not be subject to chapter 34.05 RCW. The
department shall develop hearing procedures and a structure of graduated
sanctions.

() (1) The hearing procedures required under subsection ((3))) (6) of
this section shall be developed by rule and include the following:

(a) Hearing officers shall report through a chain of command separate from
that of community corrections officers;

(b) The department shall provide the offender with written notice of the
violation, the evidence relied upon, and the reasons the particular sanction was
imposed. The notice shall include a statement of the rights specified in this
subsection, and the offender's right to file a personal restraint petition under
court rules after the final decision of the department;

(c) The hearing shall be held unless waived by the offender, and shall be
electronically recorded. For offenders not in total confinement, the hearing shall
be held within fifteen working days, but not less than twenty-four hours, after
notice of the violation. For offenders in total confinement, the hearing shall be
held within five working days, but not less than twenty-four hours, after notice
of the violation;

(d) The offender shall have the right to: (i) Be present at the hearing; (ii)
have the assistance of a person qualified to assist the offender in the hearing,
appointed by the hearing officer if the offender has a language or
communications barrier; (iii) testify or remain silent; (iv) call witnesses and
present documentary evidence; and (v) question witnesses who appear and
testify; and

(e) The sanction shall take effect if affirmed by the hearing officer. Within
seven days after the hearing officer's decision, the offender may appeal the
decision to a panel of three reviewing officers designated by the secretary or by
the secretary's designee. The sanction shall be reversed or modified if a majority
of the panel finds that the sanction was not reasonably related to any of the
following: (i) The crime of conviction; (ii) the violation committed; (iii) the
offender’s risk of reoffending; or (iv) the safety of the community.

((®)) (8) For purposes of this section, no finding of a violation of
conditions may be based on unconfirmed or unconfirmable allegations.

((66))) (9) The department shall work with the Washington association of
sheriffs and police chiefs to establish and operate an electronic monitoring
program for low-risk offenders who violate the terms of their community
custody. Between January 1, 2006, and December 31, 2006, the department
shall endeavor to place at least one hundred low-risk community custody
violators on the electronic monitoring program per day if there are at least that
many low-risk offenders who qualify for the electronic monitoring program.

(D)) (10) Local governments, their subdivisions and employees, the
department and its employees, and the Washington association of sheriffs and
police chiefs and its employees shall be immune from civil liability for damages
arising from incidents involving low-risk offenders who are placed on electronic
monitoring unless it is shown that an employee acted with gross negligence or
bad faith.
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NEW SECTION. Sec. 306. (1) A legislative task force on laws related to
community custody and community supervision is established.

(2) The task force shall be composed of fifteen members appointed in the
following manner:

(a) The president of the senate shall appoint one member from each of the
two largest caucuses of the senate;

(b) The speaker of the house of representatives shall appoint one member
from each of the two largest caucuses of the house of representatives;

(c) The governor shall appoint the chair of the task force and the following
members:

(1) A superior court judge;

(i1) A representative of a prosecutor's association;

(iii)) A defense attorney or representative of an organization of defense
attorneys,

(iv) A representative of local elected officials;

(v) A sheriff or representative of an organization of sheriffs;

(vi) A police chief or representative of an organization of police chiefs;

(vii) A community corrections officer;

(viii) A crime victim or advocate;

(d) The following agencies shall also be represented on the task force:

(i) The attorney general, or the attorney general's designee; and

(i) The secretary of the department of corrections, or the secretary's
designee.

(3) The task force shall:

(a) Convene at the call of the chair by August 1, 2007,

(b) Review and analyze all statutes of the Revised Code of Washington
related to community custody and community supervision of offenders;

(c) Make specific recommendations, if any, related to sentencing laws that
would allow the department of corrections and its community corrections
officers to more easily identify statutory requirements associated with an
offender's sentence;

(d) Make specific recommendations, if any, related to community custody
and community supervision laws that would allow the department of corrections
and its community corrections officers to more easily identify statutory
requirements associated with an offender's term of community custody or
supervision;

(e) Make specific recommendations, if any, related to the statutory
requirements of the violation hearing process that would enable the department
of corrections and its community corrections officers to respond to an offender's
behavior by imposing appropriate and timely sanctions when necessary;

(f) Make specific recommendations related to definitions and language used
in the statutes, which would make the statutes easily readable and unambiguous;

(g) Receive input from the public and interested stakeholders to assist in
making suggested changes; and

(h) Report its findings to the governor and legislature in the form of a final
report to be submitted by November 1, 2007.

(i) The report shall propose specific amendatory language wherever
possible, when making recommendations;
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(i1) Each recommendation in the report shall, whenever possible, site to
specific evidence-based programs or promising programs which support the
recommended change;

(iii) Each recommendation in the report shall, whenever possible, site to a
specific study from the Washington institute for public policy, national institute
for justice, bureau of justice assistance, or other academic study supporting the
suggested change;

(iv) The report shall contain a summary of public comment.

(4) The task force shall use legislative facilities, and staff support shall be
provided by the office of financial management, senate committee services, and
house of representatives office of program research.

(5) The Washington institute for public policy, the department of
corrections, and the sentencing guidelines commission shall cooperate with the
task force and provide all information and support reasonably requested by the
task force.

(6) Nonlegislative members of the task force shall serve without
compensation, but shall be reimbursed for travel expenses as provided in RCW
43.03.050 and 43.03.060.

(7) Legislative members of the task force shall be reimbursed for travel
expenses in accordance with RCW 44.04.120.

(8) This section expires December 31, 2007.

NEW SECTION. Sec. 307. The department of corrections shall conduct an
updated community corrections workload study and report the results of that
study to the governor and the legislature on or before November 1, 2007.

PART IV - EDUCATION

NEW_SECTION. Sec. 401. Research and practice show that long-term
success in helping offenders prepare for economic self-sufficiency requires
strategies that address their education and employment needs. Recent research
suggests that a solid academic foundation and employment- and career-focused
programs can be cost-effective in reducing the likelihood of reoffense. To this
end, the legislature intends that the state strive to provide every inmate with
basic academic skills as well as educational and vocational training designed to
meet the assessed needs of the offender.

Nonetheless, it is vital that offenders engaged in educational or vocational
training contribute to their own success. An offender should financially
contribute to his or her education, particularly postsecondary educational
pursuits. The legislature intends to provide more flexibility for offenders in
obtaining postsecondary education by allowing third parties to make
contributions to the offender's education without mandatory deductions. In
developing the loan program, the department is encouraged to adopt rules and
standards similar to those that apply to students in noninstitutional settings for
issues such as applying for a loan, maintaining accountability, and accruing
interest on the loan obligation.

Sec. 402. RCW 72.09.460 and 2004 c 167 s 5 are each amended to read as
follows:

(1) The legislature intends that all inmates be required to participate in
department-approved education programs, work programs, or both, unless
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exempted ((under—subseetion—(4)-of)) as specifically provided in this section.

Eligible inmates who refuse to participate in available education or work
programs available at no charge to the inmates shall lose privileges according to
the system established under RCW 72.09.130. Eligible inmates who are
required to contribute financially to an education or work program and refuse to
contribute shall be placed in another work program. Refusal to contribute shall
not result in a loss of privileges.

(2) The legislature recognizes more inmates may agree to participate in
education and work programs than are available. The department must make
every effort to achieve maximum public benefit by placing inmates in available
and appropriate education and work programs.

eomponents:))

(3)(a) The department shall, to the extent possible and considering all
available funds, prioritize its resources to meet the following goals for inmates in
the order listed:

(((0))) (1) Achievement of basic academic skills through obtaining a high
school diploma or its equivalent ((aad));

(ii) Achievement of vocational skills necessary for purposes of work
programs and for an inmate to qualify for work upon release;
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i )) (iii) Additional
work and education programs necessary for compliance with an offender's
individual reentry plan under section 203 of this act with the exception of
postsecondary education degree programs as provided in section 403 of this act:
and

(iv) Other appropriate vocational, work, or education programs that are not
necessary for compliance with an offender's individual reentry plan under
section 203 of this act with the exception of postsecondary education degree
programs as provided in section 403 of this act.

b) If programming is provided pursuant to (a)(i) through (iii) of this
subsection, the department shall pay the cost of such programming, including
but not limited to books, materials, supplies, and postage costs related to
correspondence courses.

¢) If programming is provided pursuant to (a)(iv) of this subsection
inmates shall be required to pay all or a portion of the costs, including books,
fees, and tuition, for participation in any vocational, work, or education program
as provided in department policies. Department policies shall include a formula
for determining how much an offender shall be required to pay. The formula
shall include steps which correlate to an offender average monthly income or
average available balance in a personal inmate savings account and which are
correlated to a prorated portion or percent of the per credit fee for tuition, books,
or other ancillary costs. The formula shall be reviewed every two years. A third
party may pay directly to the department all or a portion of costs and tuition for
any programming provided pursuant to (a)(iv) of this subsection on behalf of an
inmate. Such payments shall not be subject to any of the deductions as provided
in this chapter.

(d) The department may accept any and all donations and grants of money,
equipment, supplies, materials, and services from any third party, including but
not limited to nonprofit entities, and may receive, utilize, and dispose of same to
complete the purposes of this section.
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(e) Any funds collected by the department under (¢) and (d) of this
subsection and subsections (8) and (9) of this section shall be used solely for the
creation, maintenance, or expansion of inmate educational and vocational
programs.

4) The department shall provide access to a program of education to all
offenders who are under the age of eighteen and who have not met high school
graduation or general equivalency diploma requirements in accordance with
chapter 28A.193 RCW. The program of education established by the department
and education provider under RCW 28A.193.020 for offenders under the age of
eighteen must provide each offender a choice of curriculum that will assist the
inmate in achieving a high school diploma or general equivalency diploma. The
program of education may include but not be limited to basic education,
prevocational training, work ethic skills, conflict resolution counseling,
substance abuse intervention, and anger management counseling.  The
curriculum may balance these and other rehabilitation, work, and training
components.

(5)(a) In addition to the policies set forth in this section, the department
shall consider the following factors in establishing criteria for assessing the
inclusion of education and work programs in an inmate's individual reentry plan

and in placing inmates in education and work programs:
(i) An inmate's release date and custody level. An inmate shall not be

precluded from participating in an education or work program solely on the basis
of his or her release date, except that inmates with a release date of more than
one hundred twenty months in the future shall not comprise more than ten
percent of inmates participating in a new class I correctional industry not in
existence on June 10, 2004;

(i) An inmate's education history and basic academic skills;

(iii) An inmate's work history and vocational or work skills;

(iv) An inmate's economic circumstances, including but not limited to an
inmate's family support obligations; and

(v) Where applicable, an inmate's prior performance in department-
approved education or work programs;

((fe)Performance—and—goals:)) (b) The department shall establish, and
periodically review, inmate behavior standards and program goals for all
education and work programs. Inmates shall be notified of applicable behavior
standards and program goals prior to placement in an education or work program
and shall be removed from the education or work program if they consistently
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(6) Eligible inmates who refuse to participate in available education or work
programs available at no charge to the inmates shall lose privileges according to
the system established under RCW_ 72.09.130. Fligible inmates who are
required to contribute financially to an education or work program and refuse to

contribute shall be placed in another work program. Refusal to contribute shall
not result in a loss of privileges.

(7) The department shall establish, by rule, objective medical standards to
determine when an inmate is physically or mentally unable to participate in
available education or work programs. When the department determines an
inmate is permanently unable to participate in any available education or work
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program due to a health condition, the inmate is exempt from the requirement
under subsection (1) of this section. When the department determines an inmate

is temporarily unable to participate in an education or work program due to a

medical condition, the inmate is exempt from the requirement of subsection (1)
of this section for the period of time he or she is temporarily disabled. The
department shall periodically review the medical condition of all inmates with
temporary disabilities to ensure the earliest possible entry or reentry by inmates
into available programming.

(8) The department shall establish policies requiring an offender to pay all

or a portion of the costs and tuition for any vocational training or postsecondary
education program if the offender previously abandoned coursework related to
education or vocational training without excuse as defined in rule by the
department. Department policies shall include a formula for determining how
much an offender shall be required to pay. The formula shall include steps
which correlate to an offender average monthly income or average available

balance in a personal inmate savings account and which are correlated to a
prorated portion or percent of the per credit fee for tuition, books, or other

ancillary costs. The formula shall be reviewed every two years. A third party
may pay directly to the department all or a portion of costs and tuition for any

program on behalf of an inmate under this subsection. Such payments shall not
be subject to any of the deductions as provided in this chapter.

(9) Notwithstanding any other provision in this section, an inmate sentenced
to life without the possibility of release, sentenced to death under chapter 10.95
RCW, or subject to the provisions of 8 U.S.C. Sec. 1227:

(a) Shall not be required to participate in education programming except as

may be necessary for the maintenance of discipline and security;
(b) May receive not more than one postsecondary academic degree in a

program offered by the department or its contracted providers;
c) May participate in prevocational or vocational training that may be
necessary to participate in a work program;

(d) Shall be subject to the applicable provisions of this chapter relating to
inmate financial responsibility for programming.

NEW SECTION. Sec. 403. A new section is added to chapter 72.09 RCW
to read as follows:

(1) The department shall, if funds are appropriated for the specific purpose,
implement postsecondary education degree programs within state correctional
institutions, including the state correctional institution with the largest
population of female inmates. The department shall consider for inclusion in
any postsecondary education degree program, any postsecondary education
degree program from an accredited community college, college, or university
that is part of an associate of arts, baccalaureate, masters of arts, or other
graduate degree program.

(2) Except as provided in subsection (3) of this section, inmates shall be
required to pay the costs for participation in any postsecondary education degree
programs established under this subsection, including books, fees, tuition, or any
other appropriate ancillary costs, by one or more of the following means:

(a) The inmate who is participating in the postsecondary education degree
program shall, during confinement, provide the required payment or payments to
the department; or
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(b) A third party shall provide the required payment or payments directly to
the department on behalf of an inmate, and such payments shall not be subject to
any of the deductions as provided in this chapter.

(3) The department may accept any and all donations and grants of money,
equipment, supplies, materials, and services from any third party, including but
not limited to nonprofit entities, and may receive, utilize, and dispose of same to
provide postsecondary education to inmates.

(4) Any funds collected by the department under this section and RCW
72.09.450(4) shall be used solely for the creation, maintenance, or expansion of
inmate postsecondary education degree programs.

Sec. 404. RCW 72.09.480 and 2003 ¢ 271 s 3 are each amended to read as
follows:

(1) Unless the context clearly requires otherwise, the definitions in this
section apply to this section.

(a) "Cost of incarceration" means the cost of providing an inmate with
shelter, food, clothing, transportation, supervision, and other services and
supplies as may be necessary for the maintenance and support of the inmate
while in the custody of the department, based on the average per inmate costs
established by the department and the office of financial management.

(b) "Minimum term of confinement" means the minimum amount of time an
inmate will be confined in the custody of the department, considering the
sentence imposed and adjusted for the total potential earned early release time
available to the inmate.

(c) "Program" means any series of courses or classes necessary to achieve a
proficiency standard, certificate, or postsecondary degree.

(2) When an inmate, except as provided in subsection (7) of this section,
receives any funds in addition to his or her wages or gratuities, except
settlements or awards resulting from legal action, the additional funds shall be
subject to the following deductions and the priorities established in chapter 72.11
RCW:

(a) Five percent to the public safety and education account for the purpose
of crime victims' compensation;

(b) Ten percent to a department personal inmate savings account;

(c) Twenty percent to the department to contribute to the cost of
incarceration;

(d) Twenty percent for payment of legal financial obligations for all inmates
who have legal financial obligations owing in any Washington state superior
court; and

(e) Fifteen percent for any child support owed under a support order.

(3) When an inmate, except as provided in subsection (7) of this section,
receives any funds from a settlement or award resulting from a legal action, the
additional funds shall be subject to the deductions in RCW 72.09.111(1)(a) and
the priorities established in chapter 72.11 RCW.

(4) The amount deducted from an inmate's funds under subsection (2) of this
section shall not exceed the department's total cost of incarceration for the
inmate incurred during the inmate's minimum or actual term of confinement,
whichever is longer.

(5)(a) The deductions required under subsection (2) of this section shall not
apply to funds received by the department from an offender or from a third party
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on behalf of an offender for payment of ((eme—fee-based)) education or
Vocatlonal programs ((%h-&t—rs—&sseer&tedA:\&th—aﬂ—lﬁma{e-s—\a%ﬂﬂafegf&lﬂ—er—&

fe}ease)) or Dostsecondarv educat1on degree programs as Drov1ded in RCW
72.09.460 and section 403 of this act.

(b) The deductions required under subsection (2) of this section shall not
apply to funds received by the department from a third party. including but not
limited to a nonprofit entity on behalf of the department's education, vocation, or
postsecondary education degree programs.

(6) The deductions required under subsection (2) of this section shall not
apply to any money received by the department, on behalf of an inmate, from
family or other outside sources for the payment of postage expenses. Money
received under this subsection may only be used for the payment of postage
expenses and may not be transferred to any other account or purpose. Money
that remains unused in the inmate's postage fund at the time of release shall be
subject to the deductions outlined in subsection (2) of this section.

(7) When an inmate sentenced to life imprisonment without possibility of
release or parole, or to death under chapter 10.95 RCW, receives any funds in
addition to his or her gratuities, except settlements or awards resulting from legal
action, the additional funds shall be subject to: Deductions of five percent to the
public safety and education account for the purpose of crime victims'
compensation, twenty percent to the department to contribute to the cost of
incarceration, and fifteen percent to child support payments.

(8) When an inmate sentenced to life imprisonment without possibility of
release or parole, or to death under chapter 10.95 RCW, receives any funds from
a settlement or award resulting from a legal action in addition to his or her
gratuities, the additional funds shall be subject to: Deductions of five percent to
the public safety and education account for the purpose of crime victims'
compensation and twenty percent to the department to contribute to the cost of
incarceration.

(9) The interest earned on an inmate savings account created as a result of
the plan in section 4, chapter 325, Laws of 1999 shall be exempt from the
mandatory deductions under this section and RCW 72.09.111.
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(10) Nothing in this section shall limit the authority of the department of
social and health services division of child support from taking collection action
against an inmate's moneys, assets, or property pursuant to chapter 26.23, 74.20,
or 74.20A RCW including, but not limited to, the collection of moneys received
by the inmate from settlements or awards resulting from legal action.

NEW SECTION. Sec. 405. (1) The department of corrections and the state
board for community and technical colleges, in cooperation with the unions
representing academic employees in corrections education programs, shall
investigate and review methods to optimize educational and vocational
programming opportunities to meet the needs of each offender as identified in
his or her individual reentry plan while an offender is under the jurisdiction of
the department.

(2) In conducting its review, the department and state board shall consider
and make recommendations regarding:

(a) Technological advances which could serve to expand educational
programs and vocational training including, but not limited to, distance learning,
satellite instruction, videotape usage, computer aided instruction, and flexible
scheduling and also considering the infrastructure, resources, and security that
would be needed to implement the program or training. These advances shall be
assessed for their ability to provide the most cost-efficient and effective
programming for offenders;

(b) Methods to ensure that educational programs and vocational training are
relevant to enhance the employability of offenders upon release; and

(¢) Long-term methods for maintaining channels of communication
between the department, state board administration, academic employees, and
students.

(3) The department and state board shall report to the governor and the
legislature no later than July 1, 2008.

NEW _SECTION. Sec. 406. (1) The Washington state institute for public
policy shall conduct a comprehensive analysis and evaluation of evidence-based,
research-based, and promising correctional education programs and the extent to
which Washington's programs are in accord with these practices. In gathering
data regarding correctional education programs, the institute may consult with
academic employees from correctional education programs.

(2) The institute shall report to the governor and the legislature no later than
November 15, 2007.

PART V - EMPLOYMENT BARRIERS

NEW SECTION. Sec. 501. On or before October 1, 2007, the department
of corrections and the department of licensing shall enter into an agreement
establishing expedited procedures to assist offenders in obtaining a driver's
license or identification card upon their release from a department of corrections'
institution.

NEW SECTION. Sec. 502. (1) The director of the department of licensing,
or the director's designee, shall, within existing resources, convene and chair a
work group to review and recommend changes to occupational licensing laws
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and policies to encourage the employment of individuals with criminal
convictions while ensuring the safety of the public.

(2) In addition to the director of the department of licensing, the following
shall be members of the work group: A representative from the employment
security department, a representative from the department of corrections, a
representative from the Washington state association of prosecuting attorneys,
and up to five members appointed by the governor from state agencies that issue
occupational licenses. The department shall also invite participation from victim
service agencies, the state board for community and technical colleges,
association of Washington business, nonprofit organizations providing
workforce training to released offenders, and legislative staff who provide
support to the human services and human services and corrections committees.
Members of the work group shall serve without compensation.

(3) In conducting its review, the work group must:

(a) Review approaches used by other states and jurisdictions for awarding
occupational licenses to those with criminal convictions;

(b) Develop a process and standards by which the department of licensing
and licensing agencies will determine whether a criminal conviction renders an
applicant an unsuitable candidate for a license or whether a conviction warrants
revocation or suspension of a license previously granted;

(c) Develop guidelines for potential applicants that reflect the most common
or well-known categories of crimes and their relation to specific license types;

(d) Establish mechanisms for making information regarding the process and
guidelines easily accessible to potential applicants with criminal histories.

(4) The department of licensing shall present a report of its findings and
recommendations to the governor and the appropriate committees of the
legislature, including any proposed legislation, by November 15, 2008.

(5) This section expires December 15, 2008.

PART VI - HOUSING

NEW SECTION. Sec. 601. The legislature finds that, in order to improve
the safety of our communities, more housing needs to be made available to
offenders returning to the community. The legislature intends to increase the
housing available to offenders by providing that landlords who rent to offenders
shall be immune from civil liability for damages that may result from the
criminal conduct of the tenant.

NEW SECTION. Sec. 602. A new section is added to chapter 59.18 RCW
to read as follows:

A landlord who rents to an offender is not liable for civil damages arising
from the criminal conduct of the tenant. In order for a landlord to be protected
from liability as provided under this section, a landlord must:

(1) Disclose to residents of the property that he or she rents or has a policy
of renting to offenders; and

(2) Take steps to report or halt criminal activity if the landlord has actual
knowledge of criminal activity on the landlord's premises.

NEW SECTION. Sec. 603. A new section is added to chapter 35.82 RCW
to read as follows:
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The legislature recognizes that stable, habitable, and supportive housing is a
critical factor that increases a previously incarcerated individual's access to
treatment and services as well as the likelihood of success in the community.
Housing authorities are therefore encouraged to formulate rental policies that are
not unduly burdensome to previously incarcerated individuals attempting to
reenter the community, particularly when the individual's family may already
reside in government subsidized housing.

NEW SECTION. Sec. 604. A new section is added to chapter 43.185C
RCW to read as follows:

(1) The department of community, trade, and economic development shall
establish a pilot program to provide grants to eligible organizations, as described
in RCW 43.185.060, to provide transitional housing assistance to offenders who
are reentering the community and are in need of housing.

(2) There shall be a minimum of two pilot programs established in two
counties. The pilot programs shall be selected through a request for proposal
process and in consultation with the department of corrections. The department
shall select the pilot sites by January 1, 2008.

(3) The pilot program shall:

(a) Be operated in collaboration with the community justice center existing
in the location of the pilot site;

(b) Offer transitional supportive housing that includes individual support
and mentoring available on an ongoing basis, life skills training, and close
working relationships with community justice centers and community
corrections officers. Supportive housing services can be provided directly by the
housing operator, or in partnership with community-based organizations;

(c) In providing assistance, give priority to offenders who are designated as
high risk or high needs as well as those determined not to have a viable release
plan by the department of corrections;

(d) Optimize available funding by utilizing cost-effective community-based
shared housing arrangements or other noninstitutional living arrangements; and

(e) Provide housing assistance for a period of time not to exceed twelve
months for a participating offender.

(4) The department may also use up to twenty percent of the funding
appropriated in the operating budget for this section to support the development
of additional supportive housing resources for offenders who are reentering the
community.

(5) The department shall:

(a) Collaborate with the department of corrections in developing criteria to
determine who will qualify for housing assistance; and

(b) Gather data, and report to the legislature by November 1, 2008, on the
number of offenders seeking housing, the number of offenders eligible for
housing, the number of offenders who receive the housing, and the number of
offenders who commit new crimes while residing in the housing to the extent
information is available.

(6) The department of corrections shall collaborate with organizations
receiving grant funds to:

(a) Help identify appropriate housing solutions in the community for
offenders;
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(b) Where possible, facilitate an offender's application for housing prior to
discharge;

(c) Identify enhancements to training provided to offenders prior to
discharge that may assist an offender in effectively transitioning to the
community;

(d) Maintain communication between the organization receiving grant
funds, the housing provider, and corrections staff supervising the offender; and

(e) Assist the offender in accessing resources and services available through
the department of corrections and a community justice center.

(7) The state, department of community, trade, and economic development,
department of corrections, local governments, local housing authorities, eligible
organizations as described in RCW 43.185.060, and their employees are not
liable for civil damages arising from the criminal conduct of an offender solely
due to the placement of an offender in housing provided under this section or the
provision of housing assistance.

(8) Nothing in this section allows placement of an offender into housing
without an analysis of the risk the offender may pose to that particular
community or other residents.

Sec. 605. RCW 72.09.111 and 2004 c 167 s 7 are each amended to read as
follows:

(1) The secretary shall deduct taxes and legal financial obligations from the
gross wages, gratuities, or workers' compensation benefits payable directly to
the inmate under chapter 51.32 RCW, of each inmate working in correctional
industries work programs, or otherwise receiving such wages, gratuities, or
benefits. The secretary shall also deduct child support payments from the
gratuities of each inmate working in class II through class IV correctional
industries work programs. The secretary shall develop a formula for the
distribution of offender wages, gratuities, and benefits. The formula shall not
reduce the inmate account below the indigency level, as defined in RCW
72.09.015.

(a) The formula shall include the following minimum deductions from class
I gross wages and from all others earning at least minimum wage:

(i) Five percent to the public safety and education account for the purpose of
crime victims' compensation;

(i1) Ten percent to a department personal inmate savings account;

(iii) Twenty percent to the department to contribute to the cost of
incarceration; and

(iv) Twenty percent for payment of legal financial obligations for all
inmates who have legal financial obligations owing in any Washington state
superior court.

(b) The formula shall include the following minimum deductions from class
IT gross gratuities:

(i) Five percent to the public safety and education account for the purpose of
crime victims' compensation;

(ii) Ten percent to a department personal inmate savings account;

(iii) Fifteen percent to the department to contribute to the cost of
incarceration;
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(iv) Twenty percent for payment of legal financial obligations for all
inmates who have legal financial obligations owing in any Washington state
superior court; and

(v) Fifteen percent for any child support owed under a support order.

(c) The formula shall include the following minimum deductions from any
workers' compensation benefits paid pursuant to RCW 51.32.080:

(1) Five percent to the public safety and education account for the purpose of
crime victims' compensation;

(i1) Ten percent to a department personal inmate savings account;

(iii)) Twenty percent to the department to contribute to the cost of
incarceration; and

(iv) An amount equal to any legal financial obligations owed by the inmate
established by an order of any Washington state superior court up to the total
amount of the award.

(d) The formula shall include the following minimum deductions from class
IITI gratuities:

(1) Five percent for the purpose of crime victims' compensation; and

(ii) Fifteen percent for any child support owed under a support order.

(e) The formula shall include the following minimum deduction from class
IV gross gratuities:

(i) Five percent to the department to contribute to the cost of incarceration;
and

(i) Fifteen percent for any child support owed under a support order.

(2) Any person sentenced to life imprisonment without possibility of release
or parole under chapter 10.95 RCW or sentenced to death shall be exempt from
the requirement under subsection (1)(a)(ii), (b)(ii), or (c)(ii).

(3)(a) The department personal inmate savings account, together with any
accrued interest, shall only be available to an inmate at the following times:

(i) The time of his or her release from confinement((-anless));

(ii) Prior to his or her release from confinement in order to secure approved
housing; or

(iii) When the secretary determines that an emergency exists for the
inmate((Gat-which-time-the-fundsecanbe)).

(b) If funds are made available pursuant to (a)(ii) or (iii) of this subsection,
the funds shall be made available to the inmate in an amount determined by the
secretary.

(c) The management of classes I, II, and IV correctional industries may
establish an incentive payment for offender workers based on productivity
criteria. This incentive shall be paid separately from the hourly wage/gratuity
rate and shall not be subject to the specified deduction for cost of incarceration.

(4)(a) Subject to availability of funds for the correctional industries
program, the expansion of inmate employment in class I and class II correctional
industries shall be implemented according to the following schedule:

(i) Not later than June 30, 2005, the secretary shall achieve a net increase of
at least two hundred in the number of inmates employed in class I or class 11
correctional industries work programs above the number so employed on June
30, 2003;

(i1) Not later than June 30, 2006, the secretary shall achieve a net increase of
at least four hundred in the number of inmates employed in class I or class II
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correctional industries work programs above the number so employed on June
30, 2003;

(ii1) Not later than June 30, 2007, the secretary shall achieve a net increase
of at least six hundred in the number of inmates employed in class I or class 11
correctional industries work programs above the number so employed on June
30, 2003;

(iv) Not later than June 30, 2008, the secretary shall achieve a net increase
of at least nine hundred in the number of inmates employed in class I or class II
correctional industries work programs above the number so employed on June
30, 2003;

(v) Not later than June 30, 2009, the secretary shall achieve a net increase of
at least one thousand two hundred in the number of inmates employed in class I
or class II correctional industries work programs above the number so employed
on June 30, 2003;

(vi) Not later than June 30, 2010, the secretary shall achieve a net increase
of at least one thousand five hundred in the number of inmates employed in class
I or class II correctional industries work programs above the number so
employed on June 30, 2003.

(b) Failure to comply with the schedule in this subsection does not create a
private right of action.

(5) In the event that the offender worker's wages, gratuity, or workers'
compensation benefit is subject to garnishment for support enforcement, the
crime victims' compensation, savings, and cost of incarceration deductions shall
be calculated on the net wages after taxes, legal financial obligations, and
garnishment.

(6) The department shall explore other methods of recovering a portion of
the cost of the inmate's incarceration and for encouraging participation in work
programs, including development of incentive programs that offer inmates
benefits and amenities paid for only from wages earned while working in a
correctional industries work program.

(7) The department shall develop the necessary administrative structure to
recover inmates' wages and keep records of the amount inmates pay for the costs
of incarceration and amenities. All funds deducted from inmate wages under
subsection (1) of this section for the purpose of contributions to the cost of
incarceration shall be deposited in a dedicated fund with the department and
shall be used only for the purpose of enhancing and maintaining correctional
industries work programs.

(8) It shall be in the discretion of the secretary to apportion the inmates
between class I and class II depending on available contracts and resources.

(9) Nothing in this section shall limit the authority of the department of
social and health services division of child support from taking collection action
against an inmate's moneys, assets, or property pursuant to chapter 26.23, 74.20,
or 74.20A RCW.

PART VII - MISCELLANEOUS

NEW SECTION. Sec. 701. Part headings used in this act are not any part
of the law.
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NEW SECTION. Sec. 702. 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. 703. (1) The sum of three hundred thousand dollars
of the general fund—state appropriation for fiscal year 2008 and three hundred
thousand dollars of the general fund—state appropriation for fiscal year 2009 are
provided solely to the department of corrections for the purposes of section
305(2) and (4) of this act.

(2) The sum of nine hundred thousand dollars of the general fund—state
appropriation for fiscal year 2008 and nine hundred thousand dollars of the
general fund—state appropriation for fiscal year 2009 are provided solely to the
department of corrections for the purposes of section 304(1)(b)(ii)(D) and (E) of
this act.

(3) The sum of one hundred thousand dollars of the general fund—state
appropriation for fiscal year 2008 and one hundred thousand dollars of the
general fund—state appropriation for fiscal year 2009 are provided solely for the
department of corrections for the purposes of section 307 of this act.

Passed by the Senate April 22, 2007.

Passed by the House April 21, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 484
[Engrossed Substitute Senate Bill 5311]
BUDGET STABILIZATION ACCOUNT
AN ACT Relating to a budget stabilization account; amending RCW 43.135.035; reenacting
and amending RCW 43.84.092 and 43.135.045; adding new sections to chapter 43.79 RCW; adding

a new section to chapter 82.33 RCW; creating a new section; repealing RCW 43.33A.220 and
43.135.051; providing a contingent effective date; and declaring an emergency.

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

NEW SECTION. Sec. 1. A new section is added to chapter 43.79 RCW to
read as follows:

The budget stabilization account shall be established and maintained in the
state treasury. Moneys in the fund may be spent only after appropriation.

NEW SECTION. Sec. 2. A new section is added to chapter 43.79 RCW to
read as follows:

(1) The budget stabilization account is governed by the provisions in Article
VII, section . . . (Senate Joint Resolution No. 8206) and this section.

(2) By June 30th of each fiscal year, the state treasurer shall transfer an
amount equal to one percent of the general state revenues for that fiscal year to
the budget stabilization account.

(3) The state investment board has the full power to invest, reinvest,
manage, contract, sell, or exchange investment moneys in the budget
stabilization account. All investment and operating costs associated with the
investment of money shall be paid pursuant to RCW 43.33A.160 and 43.84.160.
With the exception of these expenses, the earnings from the investment of the
money shall be retained by the account. All investments made by the state
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investment board shall be made with the exercise of that degree of judgment and
care pursuant to RCW 43.33A.140 and the investment policies established by
the state investment board. As deemed appropriate by the state investment
board, moneys in the account may be commingled for investment with other
funds subject to investment by the board.

(4) For the purposes of Article VII, section . . . (Senate Joint Resolution No.
8206), this section, and section 3 of this act, the state employment growth
forecast shall be based on the total nonfarm payroll employment data series.

NEW SECTION. Sec. 3. A new section is added to chapter 82.33 RCW to
read as follows:

The state economic and revenue forecast council shall perform the state
employment growth forecast and general state revenue estimates required by
Article VII, section . . . (Senate Joint Resolution No. 8206).

Sec. 4. RCW 43.84.092 and 2006 ¢ 337 s 11, 2006 ¢ 311 s 23, 2006 ¢ 171
s 10,2006 ¢ 56 s 10, and 2006 ¢ 6 s 8 are each reenacted and amended to read as
follows:

(1) All earnings of investments of surplus balances in the state treasury shall
be deposited to the treasury income account, which account is hereby established
in the state treasury.

(2) The treasury income account shall be utilized to pay or receive funds
associated with federal programs as required by the federal cash management
improvement act of 1990. The treasury income account is subject in all respects
to chapter 43.88 RCW, but no appropriation is required for refunds or allocations
of interest earnings required by the cash management improvement act. Refunds
of interest to the federal treasury required under the cash management
improvement act fall under RCW 43.88.180 and shall not require appropriation.
The office of financial management shall determine the amounts due to or from
the federal government pursuant to the cash management improvement act. The
office of financial management may direct transfers of funds between accounts
as deemed necessary to implement the provisions of the cash management
improvement act, and this subsection. Refunds or allocations shall occur prior to
the distributions of earnings set forth in subsection (4) of this section.

(3) Except for the provisions of RCW 43.84.160, the treasury income
account may be utilized for the payment of purchased banking services on behalf
of treasury funds including, but not limited to, depository, safekeeping, and
disbursement functions for the state treasury and affected state agencies. The
treasury income account is subject in all respects to chapter 43.88 RCW, but no
appropriation is required for payments to financial institutions. Payments shall
occur prior to distribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings credited to the
treasury income account. The state treasurer shall credit the general fund with
all the earnings credited to the treasury income account except:

(a) The following accounts and funds shall receive their proportionate share
of earnings based upon each account's and fund's average daily balance for the
period: The budget stabilization account, the capitol building construction
account, the Cedar River channel construction and operation account, the
Central Washington University capital projects account, the charitable,
educational, penal and reformatory institutions account, the Columbia river
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basin water supply development account, the common school construction fund,
the county criminal justice assistance account, the county sales and use tax
equalization account, the data processing building construction account, the
deferred compensation administrative account, the deferred compensation
principal account, the department of retirement systems expense account, the
developmental disabilities community trust account, the drinking water
assistance account, the drinking water assistance administrative account, the
drinking water assistance repayment account, the Eastern Washington University
capital projects account, the education construction fund, the education legacy
trust account, the election account, ((the-emergeney—reserve—fund;)) the energy
freedom account, The Evergreen State College capital projects account, the
federal forest revolving account, the freight mobility investment account, the
freight mobility multimodal account, the health services account, the public
health services account, the health system capacity account, the personal health
services account, the state higher education construction account, the higher
education construction account, the highway infrastructure account, the high-
occupancy toll lanes operations account, the industrial insurance premium
refund account, the judges' retirement account, the judicial retirement
administrative account, the judicial retirement principal account, the local
leasehold excise tax account, the local real estate excise tax account, the local
sales and use tax account, the medical aid account, the mobile home park
relocation fund, the multimodal transportation account, the municipal criminal
justice assistance account, the municipal sales and use tax equalization account,
the natural resources deposit account, the oyster reserve land account, the
pension funding stabilization account, the perpetual surveillance and
maintenance account, the public employees' retirement system plan 1 account,
the public employees' retirement system combined plan 2 and plan 3 account, the
public facilities construction loan revolving account beginning July 1, 2004, the
public health supplemental account, the public works assistance account, the
Puyallup tribal settlement account, the real estate appraiser commission account,
the regional mobility grant program account, the resource management cost
account, the rural Washington loan fund, the site closure account, the small city
pavement and sidewalk account, the special wildlife account, the state
employees' insurance account, the state employees' insurance reserve account,
the state investment board expense account, the state investment board
commingled trust fund accounts, the supplemental pension account, the Tacoma
Narrows toll bridge account, the teachers' retirement system plan 1 account, the
teachers' retirement system combined plan 2 and plan 3 account, the tobacco
prevention and control account, the tobacco settlement account, the
transportation infrastructure account, the transportation partnership account, the
tuition recovery trust fund, the University of Washington bond retirement fund,
the University of Washington building account, the volunteer fire fighters' and
reserve officers' relief and pension principal fund, the volunteer fire fighters' and
reserve officers' administrative fund, the Washington fruit express account, the
Washington judicial retirement system account, the Washington law
enforcement officers' and fire fighters' system plan 1 retirement account, the
Washington law enforcement officers' and fire fighters' system plan 2 retirement
account, the Washington public safety employees' plan 2 retirement account, the
Washington school employees' retirement system combined plan 2 and 3
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account, the Washington state health insurance pool account, the Washington
state patrol retirement account, the Washington State University building
account, the Washington State University bond retirement fund, the water
pollution control revolving fund, and the Western Washington University capital
projects account. Earnings derived from investing balances of the agricultural
permanent fund, the normal school permanent fund, the permanent common
school fund, the scientific permanent fund, and the state university permanent
fund shall be allocated to their respective beneficiary accounts. All earnings to
be distributed under this subsection (4)(a) shall first be reduced by the allocation
to the state treasurer's service fund pursuant to RCW 43.08.190.

(b) The following accounts and funds shall receive eighty percent of their
proportionate share of earnings based upon each account's or fund's average
daily balance for the period: The aeronautics account, the aircraft search and
rescue account, the county arterial preservation account, the department of
licensing services account, the essential rail assistance account, the ferry bond
retirement fund, the grade crossing protective fund, the high capacity
transportation account, the highway bond retirement fund, the highway safety
account, the motor vehicle fund, the motorcycle safety education account, the
pilotage account, the public transportation systems account, the Puget Sound
capital construction account, the Puget Sound ferry operations account, the
recreational vehicle account, the rural arterial trust account, the safety and
education account, the special category C account, the state patrol highway
account, the transportation 2003 account (nickel account), the transportation
equipment fund, the transportation fund, the transportation improvement
account, the transportation improvement board bond retirement account, and the
urban arterial trust account.

(5) In conformance with Article II, section 37 of the state Constitution, no
treasury accounts or funds shall be allocated earnings without the specific
affirmative directive of this section.

Sec. 5. RCW 43.135.045 and 2005 ¢ 518 s 931, 2005 ¢ 314 s 401, and
2005 ¢ 76 s 2 are each reenacted and amended to read as follows:

(1) ((Fhe—emergeney—reserve—fund—is—established in—thestate—treasury-
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() (2) The education construction fund is hereby created in the state
treasury.

(a) Funds may be appropriated from the education construction fund
exclusively for common school construction or higher education construction.

(b) Funds may be appropriated for any other purpose only if approved by a
two-thirds vote of each house of the legislature and if approved by a vote of the
people at the next general election. An appropriation approved by the people
under this subsection shall result in an adjustment to the state expenditure limit
only for the fiscal period for which the appropriation is made and shall not affect
any subsequent fiscal period.

((6))) (3) Funds from the student achievement fund shall be appropriated to
the superintendent of public instruction strictly for distribution to school districts
to meet the provisions set out in the student achievement act. Allocations shall
be made on an equal per full-time equivalent student basis to each school
district.

Sec. 6. RCW 43.135.035 and 2005 ¢ 72 s 5 are each amended to read as
follows:

(1) After July 1, 1995, any action or combination of actions by the
legislature that raises state revenue or requires revenue-neutral tax shifts may be
taken only if approved by a two-thirds vote of each house, and then only if state
expenditures in any fiscal year, including the new revenue, will not exceed the
state expenditure limits established under this chapter.

(2)(a) If the legislative action under subsection (1) of this section will result
in expenditures in excess of the state expenditure limit, then the action of the
legislature shall not take effect until approved by a vote of the people at a
November general election. The state expenditure limit committee shall adjust
the state expenditure limit by the amount of additional revenue approved by the
voters under this section. This adjustment shall not exceed the amount of
revenue generated by the legislative action during the first full fiscal year in
which it is in effect. The state expenditure limit shall be adjusted downward
upon expiration or repeal of the legislative action.

(b) The ballot title for any vote of the people required under this section
shall be substantially as follows:

"Shall taxes be imposed on .. ..... in order to allow a spending increase
above last year's authorized spending adjusted for personal income growth?"
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(3)(a) The state expenditure limit may be exceeded upon declaration of an
emergency for a period not to exceed twenty-four months by a law approved by
a two-thirds vote of each house of the legislature and signed by the governor.
The law shall set forth the nature of the emergency, which is limited to natural
disasters that require immediate government action to alleviate human suffering
and provide humanitarian assistance. The state expenditure limit may be
exceeded for no more than twenty-four months following the declaration of the
emergency and only for the purposes contained in the emergency declaration.

(b) Additional taxes required for an emergency under this section may be
imposed only until thirty days following the next general election, unless an
extension is approved at that general election. The additional taxes shall expire
upon expiration of the declaration of emergency. The legislature shall not
impose additional taxes for emergency purposes under this subsection unless
funds in the education construction fund have been exhausted.

(c) The state or any political subdivision of the state shall not impose any
tax on intangible property listed in RCW 84.36.070 as that statute exists on
January 1, 1993.

(4) If the cost of any state program or function is shifted from the state
general fund or a related fund to another source of funding, or if moneys are
transferred from the state general fund or a related fund to another fund or
account, the state expenditure limit committee, acting pursuant to RCW
43.135.025(5), shall lower the state expenditure limit to reflect the shift. For the
purposes of this section, a transfer of money from the state general fund or a
related fund to another fund or account includes any state legislative action taken
that has the effect of reducing revenues from a particular source, where such
revenues would otherwise be deposited into the state general fund or a related
fund, while increasing the revenues from that particular source to another state
or local government account. This subsection does not apply to: (a) The
dedication or use of lottery revenues under RCW 67.70.240(3) or property taxes
under RCW 84.52.068, in support of education or education expenditures; or (b)
a transfer of moneys to, or an expenditure from, the budget stabilization account.

(5) If the cost of any state program or function and the ongoing revenue
necessary to fund the program or function are shifted to the state general fund or
a related fund on or after January 1, 2007, the state expenditure limit committee,
acting pursuant to RCW 43.135.025(5), shall increase the state expenditure limit
to reflect the shift.

NEW SECTION. Sec. 7. On the effective date of this section, the state
treasurer shall transfer all money remaining in the emergency reserve fund to the
budget stabilization account.

NEW SECTION. Sec. 8. The following acts or parts of acts are each
repealed:

(1) RCW 43.33A.220 (Emergency reserve fund—Board's duties) and 1999
¢ 288s2;and

(2) RCW 43.135.051 (Emergency reserve fund—State investment board
authority to invest or manage) and 1999 ¢ 288 s 1.

NEW SECTION. Sec. 9. Section 1 of this act is necessary for the
immediate preservation of the public peace, health, or safety, or support of the

[2236]



WASHINGTON LAWS, 2007 Ch. 484

state government and its existing public institutions, and takes effect
immediately.

NEW SECTION. Sec. 10. Sections 2 through 8 of this act take effect July
1, 2008, if the proposed amendment to Article VII of the state Constitution
(Senate Joint Resolution No. 8206) is validly submitted to and is approved and
ratified by the voters at a general election held in November 2007. If the
proposed amendment is not approved and ratified, sections 2 through 8 of this
act are void in their entirety.

Passed by the Senate February 21, 2007.

Passed by the House April 20, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 485
[Substitute House Bill 1566]
RURAL COUNTY TAX CREDIT
AN ACT Relating to modifying the rural county tax credit provided in chapter 82.62 RCW;

amending RCW 82.62.010, 82.62.020, 82.62.030, 82.62.045, and 82.62.050; creating new sections;
and providing an effective date.

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

Sec. 1. RCW 82.62.010 and 2001 ¢ 320 s 12 are each amended to read as
follows:

Unless the context clearly requires otherwise, the definitions in this section
apply throughout this chapter.

(1) "Applicant" means a person applying for a tax credit under this chapter.

(2) "Department" means the department of revenue.

(3) "Eligible area" means an area as defined in RCW 82.60.020.

(4)(a) "Eligible business project" means manufacturing or research and
development activities which are conducted by an applicant in an eligible area at
a specific facility, provided the applicant's average ((fal-time)) qualified
employment positions at the specific facility will be at least fifteen percent
greater in the ((yearfor-which-the-ereditis-beingsought)) four consecutive full
calendar quarters after the calendar quarter during which the first qualified
employment position is filled than the applicant's average ((ful-time)) qualified
employment positions at the same facility in the four consecutive full calendar
quarters immediately preceding ((year)) the calendar quarter during which the
first qualified employment position is filled.

(b) "Eligible business project" does not include any portion of a business
project undertaken by a light and power business as defined in RCW
82.16.010(5) or that portion of a business project creating qualified full-time
employment positions outside an eligible area.

(5) "First qualified employment position" means the first qualified
employment position filled for which a credit under this chapter is sought.

(6) "Manufacturing" means the same as defined in RCW 82.04.120.
"Manufacturing" also includes computer programming, the production of
computer software, and other computer-related services, and the activities
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performed by research and development laboratories and commercial testing
laboratories.

((66))) (1) "Person" has the meaning given in RCW 82.04.030.

(&) @) "Quahﬁed employment position" means a permanent full-
time employee employed in the eligible business project during ((the-entire-tax
year)) four consecutive full calendar quarters.

(ii) For seasonal employers, "qualified employment position" also includes

the equivalent of a full-time employee in work hours for four consecutive full
calendar quarters.

(b) For purposes of this subsection, "full time" means a normal work week
of at least thirty-five hours.

(c) Once a permanent, full-time employee has been employed. a position
does not cease to be a qualified employment position solely due to periods in
which the position goes vacant, as long as:

(1) The cumulative period of any vacancies in that position is not more than
one hundred twenty days in the four-quarter period; and

(ii) During a vacancy, the employer is training or actively recruiting a
renlacement permanent, full-time employee for the position.

(( 1" M

(9) "Recipient" means a person receiving tax credits under this chapter

(10) "Research and development" means the development, refinement,
testing, marketing, and commercialization of a product, service, or process
before commercial sales have begun. As used in this subsection, "commercial
sales" excludes sales of prototypes or sales for market testing if the total gross
receipts from such sales of the product, service, or process do not exceed one
million dollars.

(11) "Seasonal employee" means an employee of a seasonal employer who
works on a seasonal basis. For the purposes of this subsection and subsection
(12) of this section, "seasonal basis" means a continuous employment period of
less than twelve consecutive months.

(12) "Seasonal employer" means a person who regularly hires more than
fifty percent of its employees to work on a seasonal basis.

Sec. 2. RCW 82.62.020 and 1986 ¢ 116 s 16 are each amended to read as
follows:

Application for tax credits under this chapter must be made ((before))
within ninety consecutive days after the ((aetaal-hiring—ef)) first qualified
employment position((s)) is filled. The application shall be made to the
department in a form and manner prescribed by the department. The application
shall contain information regarding the location of the business project, the
applicant's average employment, if any, at the facility for the ((prier=year)) four
consecutive full calendar quarters immediately preceding the earlier of the
calendar quarter during which the application required by this section is
submitted to the department or the first qualified employment position is filled,
estimated or actual new employment related to the project, estimated or actual
wages of employees related to the project, estimated or actual costs, time
schedules for completion and operation, and other information required by the
department. The department shall prescribe a method for calculating a seasonal
employer's average employment levels. The department shall rule on the
application within sixty days.
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Sec. 3. RCW 82.62.030 and 2001 ¢ 320 s 13 are each amended to read as
follows:

(1)(a) A person shall be allowed a credit against the tax due under chapter
82.04 RCW as provided in this section. The credit shall equal: (((&))) (i) Four
thousand dollars for each qualified employment position with wages and
benefits greater than forty thousand dollars annually that is directly created in an
eligible business project and ((fb))) (ii) two thousand dollars for each qualified
employment position with wages and benefits less than or equal to forty
thousand dollars annually that is directly created in an eligible business project.

(b) For purposes of calculating the amount of credit under (a) of this
subsection with respect to qualified employment positions as defined in RCW
82.62.010(8)(a)(ii):

i) In determining the number of qualified employment positions. a
fractional amount is rounded down to the nearest whole number; and

(ii) Wages and benefits for each qualified employment position shall be
equal to the quotient derived by dividing: (A) The sum of the wages and
benefits earned for the four consecutive full calendar quarter period for which a
credit under this chapter is earned by all of the person's new seasonal employees
hired during that period; by (B) the number of qualified employment positions
plus any fractional amount subject to rounding as provided under (b)(i) of this
subsection. For purposes of this chapter, a credit is earned for the four
consecutive full calendar quarters after the calendar quarter during which the
first qualified employment position is filled.

(2) The department shall keep a running total of all credits allowed under
this chapter during each fiscal year. The department shall not allow any credits
which would cause the total to exceed seven million five hundred thousand
dollars in any fiscal year. If all or part of an application for credit is disallowed
under this subsection, the disallowed portion shall be carried over to the next
fiscal year. However, the carryover into the next fiscal year is only permitted to
the extent that the cap for the next fiscal year is not exceeded.

(3) No recipient may use the tax credits to decertify a union or to displace
existing jobs in any community in the state.

(4) The credit may be used against any tax due under chapter 82.04 RCW,
and may be carried over until used. No refunds may be granted for credits under
this section.

Sec. 4. RCW 82.62.045 and 1999 ¢ 164 s 307 are each amended to read as
follows:

(1) For the purposes of this section "eligible area" also means a designated
community empowerment zone approved under RCW ((43-63A-7090))
43.31C.020.

(2) An eligible business project located within an eligible area as defined in
this section qualifies for a credit under this chapter for those employees who at
the time of hire are residents of the community empowerment zone in which the
project is located, if the fifteen percent threshold is met. As used in this
subsection, "resident" means the person makes his or her home in the
community empowerment zone. A mailing address alone is insufficient to
establish that a person is a resident for the purposes of this section.

(3) All other provisions and eligibility requirements of this chapter apply to
applicants eligible under this section.
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Sec. 5. RCW 82.62.050 and 2001 ¢ 320 s 14 are each amended to read as
follows:

(1) Each recipient shall submit a report to the department ((enJanuary3+st

i teatt i )) by the last day of the
month immediately following the end of the four consecutive full calendar
quarter period for which a credit under this chapter is earned. The report shall
contain information, as required by the department, from which the department
may determine whether the recipient is meeting the requirements of this chapter.
If the recipient fails to submit a report or submits an inadequate report, the
department may declare the amount of taxes for which a credit has been used to
be immediately assessed and payable. The recipient must keep records, such as
payroll records showing the date of hire and employment security reports, to
verify eligibility under this section.

(2) If, on the basis of a report under this section or other information, the
department finds that a business project is not eligible for tax credit under this
chapter for reasons other than failure to create the required number of qualified
employment positions, the amount of taxes for which a credit has been used for
the project shall be immediately due.

(3) If, on the basis of a report under this section or other information, the
department finds that a business project has failed to create the specified number
of qualified employment positions, the department shall assess interest, but not
penalties, on the credited taxes for which a credit has been used for the project.
The interest shall be assessed at the rate provided for delinquent excise taxes,
shall be assessed retroactively to the date of the tax credit, and shall accrue until
the taxes for which a credit has been used are repaid.

NEW SECTION. Sec. 6. This act applies prospectively only, except that
section 4 of this act applies both prospectively and retroactively.

NEW SECTION. Sec. 7. Sections 1 through 3 and 5 of this act apply with
respect to applications for credit under chapter 82.62 RCW received by the
department of revenue on or after January 1, 2008.

NEW SECTION. Sec. 8. This act takes effect January 1, 2008.

Passed by the House March 8§, 2007.

Passed by the Senate April 20, 2007.

Approved by the Governor May 15, 2007.
Filed in Office of Secretary of State May 16, 2007.

CHAPTER 486
[Engrossed House Bill 2388]
PUBLIC FACILITIES DISTRICTS—FINANCING REGIONAL CENTERS

AN ACT Relating to financing regional centers with seating capacities less than ten thousand
that are acquired, constructed, financed, or owned by a public facilities district; amending RCW
35.57.010 and 82.14.390; and adding a new section to chapter 82.14 RCW.

Be it enacted by the Legislature of the State of Washington:
Sec. 1. RCW 35.57.010 and 2002 ¢ 363 s 1 are each amended to read as
follows:
(1)(a) The legislative authority of any town or city located in a county with a
population of less than one million may create a public facilities district.
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(b) The legislative authorities of any contiguous group of towns or cities
located in a county or counties each with a population of less than one million
may enter an agreement under chapter 39.34 RCW for the creation and joint
operation of a public facilities district.

(c) The legislative authority of any town or city, or any contiguous group of
towns or cities, located in a county with a population of less than one million and
the legislative authority of a contiguous county, or the legislative authority of the
county or counties in which the towns or cities are located, may enter into an
agreement under chapter 39.34 RCW for the creation and joint operation of a
public facilities district.

(d) The legislative authority of a city located in a county with a population

greater than one million may create a public facilities district, when the city has a
total population of less than one hundred fifteen thousand but greater than eighty
thousand and commences construction of a regional center prior to July 1, 2008.

(2)(a) A public facilities district shall be coextensive with the boundaries of
the city or town or contiguous group of cities or towns that created the district.

(b) A public facilities district created by an agreement between a town or
city, or a contiguous group of towns or cities, and a contiguous county or the
county in which they are located, shall be coextensive with the boundaries of the
towns or cities, and the boundaries of the county or counties as to the
unincorporated areas of the county or counties. The boundaries shall not include
incorporated towns or cities that are not parties to the agreement for the creation
and joint operation of the district.

(3)(a) A public facilities district created by a single city or town shall be
governed by a board of directors consisting of five members selected as follows:
(1) Two members appointed by the legislative authority of the city or town; and
(i1) three members appointed by legislative authority based on recommendations
from local organizations. @ The members appointed under (a)(i) of this
subsection, shall not be members of the legislative authority of the city or town.
The members appointed under (a)(ii) of this subsection, shall be based on
recommendations received from local organizations that may include, but are
not limited to the local chamber of commerce, local economic development
council, and local labor council. The members shall serve four-year terms. Of
the initial members, one must be appointed for a one-year term, one must be
appointed for a two-year term, one must be appointed for a three-year term, and
the remainder must be appointed for four-year terms.

(b) A public facilities district created by a contiguous group of cities and
towns shall be governed by a board of directors consisting of seven members
selected as follows: (i) Three members appointed by the legislative authorities
of the cities and towns; and (ii) four members appointed by the legislative
authority based on recommendations from local organizations. The members
appointed under (b)(i) of this subsection shall not be members of the legislative
authorities of the cities and towns. The members appointed under (b)(ii) of this
subsection, shall be based on recommendations received from local
organizations that include, but are not limited to the local chamber of commerce,
local economic development council, local labor council, and a neighborhood
organization that is directly affected by the location of the regional center in their
area. The members of the board of directors shall be appointed in accordance
with the terms of the agreement under chapter 39.34 RCW for the joint operation
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of the district and shall serve four-year terms. Of the initial members, one must
be appointed for a one-year term, one must be appointed for a two-year term,
one must be appointed for a three-year term, and the remainder must be
appointed for four-year terms.

(c) A public facilities district created by a town or city, or a contiguous
group of towns or cities, and a contiguous county or the county or counties in
which they are located, shall be governed by a board of directors consisting of
seven members selected as follows: (i) Three members appointed by the
legislative authorities of the cities, towns, and county; and (ii) four members
appointed by the legislative authority based on recommendations from local
organizations. The members appointed under (c)(i) of this subsection shall not
be members of the legislative authorities of the cities, towns, or county. The
members appointed under (c)(ii) of this subsection shall be based on
recommendations received from local organizations that include, but are not
limited to, the local chamber of commerce, the local economic development
council, the local labor council, and a neighborhood organization that is directly
affected by the location of the regional center in their area. The members of the
board of directors shall be appointed in accordance with the terms of the
agreement under chapter 39.34 RCW for the joint operation of the district and
shall serve four-year terms. Of the initial members, one must be appointed for a
one-year term, one must be appointed for a two-year term, one must be
appointed for a three-year term, and the remainder must be appointed for four-
year terms.

(4) A public facilities district is a municipal corporation, an independent
taxing "authority" within the meaning of Article VII, section 1 of the state
Constitution, and a "taxing district" within the meaning of Article VII, section 2
of the state Constitution.

(5) A public facilities district shall constitute a body corporate and shall
possess all the usual powers of a corporation for public purposes as well as all
other powers that may now or hereafter be specifically conferred by statute,
including, but not limited to, the authority to hire employees, staff, and services,
to enter into contracts, and to sue and be sued.

(6) A public facilities district may acquire and transfer real and personal
property by lease, sublease, purchase, or sale. No direct or collateral attack on
any public facilities district purported to be authorized or created in conformance
with this chapter may be commenced more than thirty days after creation by the
city and/or county legislative authority.

Sec. 2. RCW 82.14.390 and 2006 ¢ 298 s 1 are each amended to read as
follows:
(1) Except as provided in subsection (6) of this section, the governing body
of a public facilities district (a) created before July 31, 2002, under chapter 35.57
or 36.100 RCW that commences construction of a new regional center, or
improvement or rehabilitation of an existing new regional center, before January
1, 2004((;-e¥)). (b) created before July 1, 2006, under chapter 35.57 RCW in a
county or counties in which there are no other public facilities districts on June
7, 2006, and in which the total population in the public facilities district is
greater than ninety thousand that commences construction of a new regional
center before February 1, 2007; (c) created under the authority of RCW
35.57.010(1)(d): or (d) created before September 1, 2007, under chapter 35.57 or
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36.100 RCW, in a county or counties in which there are no other public facilities
districts on the effective date of this act, and in which the total population in the
public facilities district is greater than seventy thousand, that commences
construction of a new regional center before January 1. 2009, may impose a
sales and use tax in accordance with the terms of this chapter. The tax is in
addition to other taxes authorized by law and shall be collected from those
persons who are taxable by the state under chapters 82.08 and 82.12 RCW upon
the occurrence of any taxable event within the public facilities district. The rate
of tax shall not exceed 0.033 percent of the selling price in the case of a sales tax
or value of the article used in the case of a use tax.

(2) The tax imposed under subsection (1) of this section shall be deducted
from the amount of tax otherwise required to be collected or paid over to the
department of revenue under chapter 82.08 or 82.12 RCW. The department of
revenue shall perform the collection of such taxes on behalf of the county at no
cost to the public facilities district.

(3) No tax may be collected under this section before August 1, 2000. The
tax imposed in this section shall expire when the bonds issued for the
construction of the regional center and related parking facilities are retired, but
not more than twenty-five years after the tax is first collected.

(4) Moneys collected under this section shall only be used for the purposes
set forth in RCW 35.57.020 and must be matched with an amount from other
public or private sources equal to thirty-three percent of the amount collected
under this section, provided that amounts generated from nonvoter approved
taxes authorized under chapter 35.57 RCW or nonvoter approved taxes
authorized under chapter 36.100 RCW shall not constitute a public or private
source. For the purpose of this section, public or private sources includes, but is
not limited to cash or in-kind contributions used in all phases of the development
or improvement of the regional center, land that is donated and used for the
siting of the regional center, cash or in-kind contributions from public or private
foundations, or amounts attributed to private sector partners as part of a public
and private partnership agreement negotiated by the public facilities district.

(5) The combined total tax levied under this section shall not be greater than
0.033 percent. If both a public facilities district created under chapter 35.57
RCW and a public facilities district created under chapter 36.100 RCW impose a
tax under this section, the tax imposed by a public facilities district created under
chapter 35.57 RCW shall be credited against the tax imposed by a public
facilities district created under chapter 36.100 RCW.

(6) A public facilities district created under chapter 36.100 RCW is not
eligible to impose the tax under this section if the legislative authority of the
county where the public facilities district is located has imposed a sales and use
tax under RCW 82.14.0485 or 82.14.0494.

NEW SECTION. Sec. 3. A new section is added to chapter 82.14 RCW to
read as follows:

(1) In a county with a population under three hundred thousand, the
governing body of a public facilities district, which is created before August 1,
2001, under chapter 35.57 RCW or before January 1, 2000, under chapter 36.100
RCW, in which the total population in the public facilities district is greater than
ninety thousand and less than one hundred thousand that commences
improvement or rehabilitation of an existing regional center, to be used for
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community events, and artistic, musical, theatrical, or other cultural exhibitions,
presentations, or performances and having two thousand or fewer permanent
seats, before January 1, 2009, may impose a sales and use tax in accordance with
the terms of this chapter. The tax is in addition to other taxes authorized by law
and shall be collected from those persons who are taxable by the state under
chapters 82.08 and 82.12 RCW upon the occurrence of any taxable event within
the public facilities district. The rate of tax for a public facilities district created
prior to August 1, 2001, under chapter 35.57 RCW, may not exceed 0.025
percent of the selling price in the case of a sales tax or value of the article used in
the case of a use tax. The rate of tax, for a public facilities district created prior
to January 1, 2000, under chapter 36.100 RCW, may not exceed 0.020 percent of
the selling price in the case of a sales tax or the value of the article used in the
case of a use tax.

(2) The tax imposed under subsection (1) of this section shall be deducted
from the amount of tax otherwise required to be collected or paid over to the
department under chapter 82.08 or 82.12 RCW. The department shall perform
the collection of such taxes on behalf of the county at no cost to the public
facilities district.

(3) The tax imposed in this section shall expire when the bonds issued for
the construction of the regional center and related parking facilities are retired,
but not more than twenty-five years after the tax is first collected.

(4) Moneys collected under this section shall only be used for the purposes
set forth in RCW 35.57.020 and must be matched with an amount from other
public or private sources equal to thirty-three percent of the amount collected
under this section, provided that amounts generated from nonvoter-approved
taxes authorized under chapter 35.57 RCW may not constitute a public or private
source. For the purpose of this section, public or private sources include, but are
not limited to cash or in-kind contributions used in all phases of the development
or improvement of the regional center, land that is donated and used for the
siting of the regional center, cash or in-kind contributions from public or private
foundations, or amounts attributed to private sector partners as part of a public
and private partnership agreement negotiated by the public facilities district.

Passed by the House April 20, 2007.

Passed by the Senate April 20, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 487
[Substitute House Bill 1266]
PUBLIC EMPLOYEES—DEATH BENEFITS

AN ACT Relating to death benefits for public employees; and amending RCW 41.04.017,
41.26.048, 41.32.053, 41.35.115, 41.37.110, 41.40.0931, 41.40.0932, 41.40.700, and 43.43.285.

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

Sec. 1. RCW 41.04.017 and 2003 ¢ 402 s 4 are each amended to read as
follows:

A one hundred fifty thousand dollar death benefit shall be paid as a sundry

claim to the estate of an employee of any state agency, the common school
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system of the state, or institution of higher education who dies as a result of (1)
injuries sustained in the course of employment; or (2) an occupational disease or
infection that arises naturally and proximately out of employment covered under
this chapter, and is not otherwise provided a death benefit through coverage
under their enrolled retirement system under chapter 402, Laws of 2003. The
determination of eligibility for the benefit shall be made consistent with Title 51
RCW by the department of labor and industries. The department of labor and
industries shall notify the director of the department of general administration by
order under RCW 51.52.050.

Sec. 2. RCW 41.26.048 and 2006 ¢ 351 s 1 are each amended to read as
follows:

(1) A one hundred fifty thousand dollar death benefit shall be paid to the
member's estate, or such person or persons, trust or organization as the member
shall have nominated by written designation duly executed and filed with the
department. If there be no such designated person or persons still living at the
time of the member's death, such member's death benefit shall be paid to the
member's surviving spouse as if in fact such spouse had been nominated by
written designation, or if there be no such surviving spouse, then to such
member's legal representatives.

(2) The benefit under this section shall be paid only when death occurs: (a)
As a result of injuries sustained in the course of employment; or (b) ((te—a
member-efplan2)) as a result of an occupational disease or infection that arises
naturally and proximately out of employment covered under this chapter. The
determination of eligibility for the benefit shall be made consistent with Title 51
RCW by the department of labor and industries. The department of labor and
industries shall notify the department of retirement systems by order under RCW
51.52.050.

Sec. 3. RCW 41.32.053 and 2003 ¢ 402 s 2 are each amended to read as
follows:

(1) A one hundred fifty thousand dollar death benefit shall be paid to the
member's estate, or such person or persons, trust or organization as the member
has nominated by written designation duly executed and filed with the
department. If no such designated person or persons are still living at the time of
the member's death, the member's death benefit shall be paid to the member's
surviving spouse as if in fact the spouse had been nominated by written
designation, or if there is no surviving spouse, then to the member's legal
representatives.

(2) The benefit under this section shall be paid only where death occurs as a
result of (a) injuries sustained in the course of employment; or (b) an
occupational disease or infection that arises naturally and proximately out of
employment covered under this chapter. The determination of eligibility for the
benefit shall be made consistent with Title 51 RCW by the department of labor
and industries. The department of labor and industries shall notify the
department of retirement systems by order under RCW 51.52.050.

Sec. 4. RCW 41.35.115 and 2003 ¢ 402 s 3 are each amended to read as
follows:

(1) A one hundred fifty thousand dollar death benefit shall be paid to the
member's estate, or such person or persons, trust or organization as the member
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has nominated by written designation duly executed and filed with the
department. If no such designated person or persons are still living at the time of
the member's death, the member's death benefit shall be paid to the member's
surviving spouse as if in fact the spouse had been nominated by written
designation, or if there is no surviving spouse, then to the member's legal
representatives.

(2) The benefit under this section shall be paid only where death occurs as a
result of (a) injuries sustained in the course of employment; or (b) an
occupational disease or infection that arises naturally and proximately out of
employment covered under this chapter. The determination of eligibility for the
benefit shall be made consistent with Title 51 RCW by the department of labor
and industries. The department of labor and industries shall notify the
department of retirement systems by order under RCW 51.52.050.

Sec. 5. RCW 41.37.110 and 2004 ¢ 242 s 14 are each amended to read as
follows:

(1) A one hundred fifty thousand dollar death benefit shall be paid to the
member's estate, or the person or persons, trust, or organization the member has
nominated by written designation duly executed and filed with the department.
If the designated person or persons are not still living at the time of the member's
death, the member's death benefit shall be paid to the member's surviving spouse
as if in fact the spouse had been nominated by written designation, or if there is
no surviving spouse, then to the member's legal representatives.

(2) The benefit under this section shall be paid only where death occurs as a
result of (a) injuries sustained in the course of employment; or (b) an
occupational disease or infection that arises naturally and proximately out of
employment covered under this chapter. The determination of eligibility for the
benefit shall be made consistent with Title 51 RCW by the department of labor
and industries. The department of labor and industries shall notify the
department of retirement systems by order under RCW 51.52.050.

Sec. 6. RCW 41.40.0931 and 1998 ¢ 157 s 1 are each amended to read as
follows:

(1) A one hundred fifty thousand dollar death benefit for members who had
the opportunity to transfer to the law enforcement officers' and fire fighters'
retirement system pursuant to chapter 502, Laws of 1993, but elected to remain
in the public employees' retirement system, shall be paid to the member's estate,
or such person or persons, trust, or organization as the member has nominated by
written designation duly executed and filed with the department. If there is no
designated person or persons still living at the time of the member's death, the
member's death benefit shall be paid to the member's surviving spouse as if in
fact the spouse had been nominated by written designation, or if there is no
surviving spouse, then to the member's legal representatives.

(2) Subject to subsection (3) of this section, the benefit under this section
shall be paid only where death occurs as a result of (a) injuries sustained in the
course of employment as a general authority police officer; or (b) an
occupational disease or infection that arises naturally and proximately out of
employment covered under this chapter. The determination of eligibility for the
benefit shall be made consistent with Title 51 RCW by the department of labor
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and industries. The department of labor and industries shall notify the
department of retirement systems by order under RCW 51.52.050.

(3) The benefit under this section shall not be paid in the event the member
was in the act of committing a felony when the fatal injuries were suffered.

Sec. 7. RCW 41.40.0932 and 2003 ¢ 402 s 1 are each amended to read as
follows:

(1) A one hundred fifty thousand dollar death benefit shall be paid to the
member's estate, or such person or persons, trust or organization as the member
has nominated by written designation duly executed and filed with the
department. If no such designated person or persons are still living at the time of
the member's death, the member's death benefit shall be paid to the member's
surviving spouse as if in fact the spouse had been nominated by written
designation, or if there is no surviving spouse, then to the member's legal
representatives.

(2) The benefit under this section shall be paid only where death occurs as a
result of (a) injuries sustained in the course of employment; or (b) an
occupational disease or infection that arises naturally and proximately out of
employment covered under this chapter. The determination of eligibility for the
benefit shall be made consistent with Title 51 RCW by the department of labor
and industries. The department of labor and industries shall notify the
department of retirement systems by order under RCW 51.52.050.

Sec. 8. RCW 41.40.700 and 2003 ¢ 155 s 7 are each amended to read as
follows:

(1) Except as provided in RCW 11.07.010, if a member or a vested member
who has not completed at least ten years of service dies, the amount of the
accumulated contributions standing to such member's credit in the retirement
system at the time of such member's death, less any amount identified as owing
to an obligee upon withdrawal of accumulated contributions pursuant to a court
order filed under RCW 41.50.670, shall be paid to the member's estate, or such
person or persons, trust, or organization as the member shall have nominated by
written designation duly executed and filed with the department. If there be no
such designated person or persons still living at the time of the member's death,
such member's accumulated contributions standing to such member's credit in
the retirement system, less any amount identified as owing to an obligee upon
withdrawal of accumulated contributions pursuant to a court order filed under
RCW 41.50.670, shall be paid to the member's surviving spouse as if in fact such
spouse had been nominated by written designation, or if there be no such
surviving spouse, then to such member's legal representatives.

(2) If a member who is eligible for retirement or a member who has
completed at least ten years of service dies, the surviving spouse or eligible child
or children shall elect to receive ((etther)) one of the following:

(a) A retirement allowance computed as provided for in RCW 41.40.630,
actuarially reduced by the amount of any lump sum benefit identified as owing
to an obligee upon withdrawal of accumulated contributions pursuant to a court
order filed under RCW 41.50.670 and actuarially adjusted to reflect a joint and
one hundred percent survivor option under RCW 41.40.660 and, except under
subsection (4) of this section, if the member was not eligible for normal
retirement at the date of death a further reduction as described in RCW
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41.40.630; if a surviving spouse who is receiving a retirement allowance dies
leaving a child or children of the member under the age of majority, then such
child or children shall continue to receive an allowance in an amount equal to
that which was being received by the surviving spouse, share and share alike,
until such child or children reach the age of majority; if there is no surviving
spouse eligible to receive an allowance at the time of the member's death, such
member's child or children under the age of majority shall receive an allowance
share and share alike calculated as herein provided making the assumption that
the ages of the spouse and member were equal at the time of the member's death;
((e¥))

(b) The member's accumulated contributions, less any amount identified as
owing to an obligee upon withdrawal of accumulated contributions pursuant to a
court order filed under RCW 41.50.670;_or

(c) For a member who leaves the employ of an employer to enter the
uniformed services of the United States and who dies after January 1, 2007,
while honorably serving in the uniformed services of the United States in
Operation Enduring Freedom or Persian Gulf, Operation Iraqi Freedom, an
amount equal to two hundred percent of the member's accumulated
contributions, less any amount identified as owing to an obligee upon
withdrawal of accumulated contributions pursuant to a court order filed under
RCW 41.50.670.

(3) If a member who is eligible for retirement or a member who has
completed at least ten years of service dies after October 1, 1977, and is not
survived by a spouse or an eligible child, then the accumulated contributions
standing to the member's credit, less any amount identified as owing to an
obligee upon withdrawal of accumulated contributions pursuant to a court order
filed under RCW 41.50.670, shall be paid:

(a) To a person or persons, estate, trust, or organization as the member shall
have nominated by written designation duly executed and filed with the
department; or

(b) If there is no such designated person or persons still living at the time of
the member's death, then to the member's legal representatives.

(4) A member who is killed in the course of employment, as determined by
the director of the department of labor and industries, is not subject to an
actuarial reduction under RCW 41.40.630. The member's retirement allowance
is computed under RCW 41.40.620.

Sec. 9. RCW 43.43.285 and 1996 ¢ 226 s 2 are each amended to read as
follows:

(1) A one hundred fifty thousand dollar death benefit shall be paid to the
member's estate, or such person or persons, trust or organization as the member
shall have nominated by written designation duly executed and filed with the
department. If there be no such designated person or persons still living at the
time of the member's death, such member's death benefit shall be paid to the
member's surviving spouse as if in fact such spouse had been nominated by
written designation, or if there be no such surviving spouse, then to such
member's legal representatives.

(2) The benefit under this section shall be paid only where death occurs as a
result of (a) injuries sustained in the course of employment; or (b) an
occupational disease or infection that arises naturally and proximately out of
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employment covered under this chapter. The determination of eligibility for the
benefit shall be made consistent with Title 51 RCW by the department of labor
and industries. The department of labor and industries shall notify the
department of retirement systems by order under RCW 51.52.050.

Passed by the House April 20, 2007.

Passed by the Senate April 20, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 488
[Substitute House Bill 1417]
STATE PATROL SURVIVOR BENEFITS
AN ACT Relating to Washington state patrol survivor benefits; amending RCW 43.43.285 and

41.05.011; amending 2006 ¢ 345 s 2 (uncodified); adding a new section to chapter 43.43 RCW; and
creating a new section.

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

Sec. 1. RCW 43.43.285 and 1996 ¢ 226 s 2 are each amended to read as
follows:

(1) A one hundred fifty thousand dollar death benefit shall be paid to the
member's estate, or such person or persons, trust or organization as the member
shall have nominated by written designation duly executed and filed with the
department. If there be no such designated person or persons still living at the
time of the member's death, such member's death benefit shall be paid to the
member's surviving spouse as if in fact such spouse had been nominated by
written designation, or if there be no such surviving spouse, then to such
member's legal representatives.

(2)(a) The benefit under this section shall be paid only where death occurs
as a result of injuries sustained in the course of employment. The determination
of eligibility for the benefit shall be made consistent with Title 51 RCW by the
department of labor and industries. The department of labor and industries shall
notify the department of retirement systems by order under RCW 51.52.050.

(b) The retirement allowance paid to the spouse and dependent children of a
member who is killed in the course of employment, as set forth in RCW
41.05.011(14), shall include reimbursement for any payments of premium rates
to the Washington state health care authority under RCW 41.05.080.

Sec. 2. RCW 41.05.011 and 2005 ¢ 143 s 1 are each amended to read as
follows:

Unless the context clearly requires otherwise, the definitions in this section
shall apply throughout this chapter.

(1) "Administrator" means the administrator of the authority.

(2) "State purchased health care" or "health care" means medical and health
care, pharmaceuticals, and medical equipment purchased with state and federal
funds by the department of social and health services, the department of health,
the basic health plan, the state health care authority, the department of labor and
industries, the department of corrections, the department of veterans affairs, and
local school districts.

(3) "Authority" means the Washington state health care authority.
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(4) "Insuring entity" means an insurer as defined in chapter 48.01 RCW, a
health care service contractor as defined in chapter 48.44 RCW, or a health
maintenance organization as defined in chapter 48.46 RCW.

(5) "Flexible benefit plan" means a benefit plan that allows employees to
choose the level of health care coverage provided and the amount of employee
contributions from among a range of choices offered by the authority.

(6) "Employee" includes all full-time and career seasonal employees of the
state, whether or not covered by civil service; elected and appointed officials of
the executive branch of government, including full-time members of boards,
commissions, or committees; and includes any or all part-time and temporary
employees under the terms and conditions established under this chapter by the
authority; justices of the supreme court and judges of the court of appeals and
the superior courts; and members of the state legislature or of the legislative
authority of any county, city, or town who are elected to office after February 20,
1970. "Employee" also includes: (a) Employees of a county, municipality, or
other political subdivision of the state if the legislative authority of the county,
municipality, or other political subdivision of the state seeks and receives the
approval of the authority to provide any of its insurance programs by contract
with the authority, as provided in RCW 41.04.205; (b) employees of employee
organizations representing state civil service employees, at the option of each
such employee organization, and, effective October 1, 1995, employees of
employee organizations currently pooled with employees of school districts for
the purpose of purchasing insurance benefits, at the option of each such
employee organization; and (c) employees of a school district if the authority
agrees to provide any of the school districts' insurance programs by contract with
the authority as provided in RCW 28A.400.350.

(7) "Board" means the public employees' benefits board established under
RCW 41.05.055.

(8) "Retired or disabled school employee" means:

(a) Persons who separated from employment with a school district or
educational service district and are receiving a retirement allowance under
chapter 41.32 or 41.40 RCW as of September 30, 1993;

(b) Persons who separate from employment with a school district or
educational service district on or after October 1, 1993, and immediately upon
separation receive a retirement allowance under chapter 41.32, 41.35, or 41.40
RCW;

(c) Persons who separate from employment with a school district or
educational service district due to a total and permanent disability, and are
eligible to receive a deferred retirement allowance under chapter 41.32, 41.35, or
41.40 RCW.

(9) "Benefits contribution plan" means a premium only contribution plan, a
medical flexible spending arrangement, or a cafeteria plan whereby state and
public employees may agree to a contribution to benefit costs which will allow
the employee to participate in benefits offered pursuant to 26 U.S.C. Sec. 125 or
other sections of the internal revenue code.

(10) "Salary" means a state employee's monthly salary or wages.

(11) "Participant" means an individual who fulfills the eligibility and
enrollment requirements under the benefits contribution plan.

(12) "Plan year" means the time period established by the authority.
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(13) "Separated employees" means persons who separate from employment
with an employer as defined in:

(a) RCW 41.32.010(11) on or after July 1, 1996; or

(b) RCW 41.35.010 on or after September 1, 2000; or

(c) RCW 41.40.010 on or after March 1, 2002;
and who are at least age fifty-five and have at least ten years of service under the
teachers' retirement system plan 3 as defined in RCW 41.32.010(40), the
Washington school employees' retirement system plan 3 as defined in RCW
41.35.010, or the public employees' retirement system plan 3 as defined in RCW
41.40.010.

(14) "Emergency service personnel killed in the line of duty" means law
enforcement officers and fire fighters as defined in RCW 41.26.030, members of
the Washington state patrol retirement fund as defined in RCW 43.43.120, and
reserve officers and fire fighters as defined in RCW 41.24.010 who die as a
result of injuries sustained in the course of employment as determined consistent
with Title 51 RCW by the department of labor and industries.

(15) "Employer" means the state of Washington.

(16) "Employing agency" means a division, department, or separate agency
of state government and a county, municipality, school district, educational
service district, or other political subdivision, covered by this chapter.

*Sec. 3. 2006 c 345 s 2 (uncodified) is amended to read as follows:

This act is necessary for the immediate preservation of the public peace,
health, or safety, or support of the state government and its existing public
institutions, and except for section 2 of this act takes effect immediately [May
7, 2001]. This act applies to all surviving spouses and dependent children of
(1) emergency service personnel ((ard)), (2) members of the law enforcement
officers' and fire fighters' retirement system plan 2, and (3) members of the
Washington state patrol retirement fund, killed in the line of duty.

*Sec. 3 was vetoed. See message at end of chapter.

NEW SECTION. Sec. 4. A new section is added to chapter 43.43 RCW to
read as follows:

The legislature reserves the right to amend or repeal the reimbursement
provisions of this act in the future and no member or beneficiary has a
contractual right to receive any distribution not granted prior to that time.

NEW SECTION. Sec. 5. This act shall be known as "The Steve Frink's and
Jim Saunder's Law" in honor of Steve Frink and Jim Saunders, Washington state
patrol officers who were killed in the line of duty.

Passed by the House April 16, 2007.

Passed by the Senate March 12, 2007.

Approved by the Governor May 15, 2007, with the exception of certain

items that were vetoed.
Filed in Office of Secretary of State May 16, 2007.

Note: Governor's explanation of partial veto is as follows:

"I am returning, without my approval as to Section 3, Substitute House Bill 1417 entitled:
"AN ACT Relating to Washington state patrol survivor benefits."

This bill reimburses the cost of health insurance premiums for survivors of members of the
Washington State Patrol Retirement System who are killed in the line of duty. Section 3 amends an
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uncodified emergency clause from legislation passed in 2001, and could lead to confusion about the
effective date of the bill. This section is not needed to provide the insurance benefits that the bill is
designed to offer.

For these reasons, I have vetoed Section 3 of Substitute House Bill No. 1417.

With the exception of Section 3, Substitute House Bill No. 1417 is approved."

CHAPTER 489
[House Bill 1671]
CIVIL SERVICE
AN ACT Relating to reclassifications, class studies, and salary adjustments; and amending
RCW 41.06.152.

Be it enacted by the Legislature of the State of Washington:
Sec. 1. RCW 41.06.152 and 2002 ¢ 354 s 241 are each amended to read as
follows:

(1) The director shall adopt only those job classification revisions, class
studies, and salary adjustments under RCW 41.06.150(4) that:
(a) As defined by the director, are due to documented recruitment ((and)) or

retention  difficulties, salary compression or inversion, ((inereased))
classification plan mamtenance, hlgher level dutles and respon51b111tles or

(b) Are such that the ofﬁce of ﬁnan(:lal management has rev1ewed the
affected agency's fiscal impact statement and has concurred that the affected
agency can absorb the biennialized cost of the reclassification, class study, or
salary adjustment within the agency's current authorized level of funding for the
current fiscal biennium and subsequent fiscal blenma
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4))) This section does not apply to the higher education hospital special pay
plan or to any adjustments to the classification plan under RCW 41.06.150(4)
that are due to emergent conditions. Emergent conditions are defined as
emergency conditions requiring the establishment of positions necessary for the
preservation of the public health, safety, or general welfare.

Passed by the House March 7, 2007.

Passed by the Senate April 13, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 490
[Engrossed Substitute House Bill 1833]
FIREFIGHTERS—OCCUPATIONAL DISEASES

AN ACT Relating to occupational diseases affecting firefighters; amending RCW 51.32.185,
51.52.120, and 51.52.130; and creating a new section.

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

*NEW SECTION. Sec. 1. The legislature finds and declares:

(1) By reason of their employment, firefighters are required to work in the
midst of, and are subject to, smoke, fumes, infectious diseases, and toxic and
hazardous substances;

(2) Firefighters enter uncontrolled environments to save lives, provide
emergency medical services, and reduce property damage and are frequently
not aware of the potential toxic and carcinogenic substances, and infectious
diseases that they may be exposed to;

(3) Harmful effects caused by firefighters' exposure to hazardous
substances may develop very slowly, manifesting themselves years after
exposure;

(4) Firefighters frequently and at unpredictable intervals perform job
duties under strenuous physical conditions unique to their employment when
engaged in firefighting activities; and

(5) Firefighting duties exacerbate and increase the incidence of
cardiovascular disease in firefighters.

*Sec. 1 was vetoed. See message at end of chapter.
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Sec. 2. RCW 51.32.185 and 2002 ¢ 337 s 2 are each amended to read as
follows:

(1) In the case of fire fighters as defined in RCW 41.26.030(4) (a), (b), and

(c) who are covered under Title 51 RCW and fire fighters, including supervisors,

employed on a full-time, fully compensated basis as a fire fighter of a private

sector employer's fire department that includes over fifty such fire fighters, there

shall exist a prima facie presumption that: (a) Respiratory disease; (b) ((heart

fames;-or toxie-substanees)) any heart problems, experienced within seventy-two
hours of exposure to smoke, fumes, or toxic substances, or experienced within
twenty-four hours of strenuous physical exertion due to firefighting activities;
(c¢) cancer; and (d) infectious diseases are occupational diseases under RCW
51.08.140. This presumption of occupational disease may be rebutted by a
preponderance of the evidence. Such evidence may include, but is not limited
to, use of tobacco products, physical fitness and weight, lifestyle, hereditary
factors, and exposure from other employment or nonemployment activities.

(2) The presumptions established in subsection (1) of this section shall be
extended to an applicable member following termination of service for a period
of three calendar months for each year of requisite service, but may not extend
more than sixty months following the last date of employment.

(3) The presumption established in subsection (1)(c) of this section shall
only apply to any active or former fire fighter who has cancer that develops or
manifests itself after the fire fighter has served at least ten years and who was
given a qualifying medical examination upon becoming a fire fighter that
showed no evidence of cancer. The presumption within subsection (1)(c) of this
section shall only apply to prostate cancer diagnosed prior to the age of fifty,
primary brain cancer, malignant melanoma, leukemia, non-Hodgkin's
lymphoma, bladder cancer, ureter cancer, colorectal cancer, multiple myeloma,
testicular cancer, and kidney cancer.

(4) The presumption established in subsection (1)(d) of this section shall be
extended to any fire fighter who has contracted any of the following infectious
diseases: Human immunodeficiency virus/acquired immunodeficiency
syndrome, all strains of hepatitis, meningococcal meningitis, or mycobacterium
tuberculosis.

(5) Beginning July 1, 2003, this section does not apply to a fire fighter who
develops a heart or lung condition and who is a regular user of tobacco products
or who has a history of tobacco use. The department, using existing medical
research, shall define in rule the extent of tobacco use that shall exclude a fire
fighter from the provisions of this section.

(6) For purposes of this section, "firefighting activities" means fire
suppression, fire prevention. emergency medical services, rescue operations.

hazardous materials response, aircraft rescue, and training and other assigned
duties related to emergency response.

(7)(a) When a determination involving the presumption established in this
section is appealed to the board of industrial insurance appeals and the final
decision allows the claim for benefits, the board of industrial insurance appeals

shall order that all reasonable costs of the appeal. including attorney fees and
witness fees, be paid to the firefighter or his or her beneficiary by the opposing

party.
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(b) When a determination involving the presumption established in this

section is appealed to any court and the final decision allows the claim for
benefits, the court shall order that all reasonable costs of the appeal, including
attorney fees and witness fees. be paid to the firefighter or his or her beneficiary
by the opposing party.

(c) When reasonable costs of the appeal must be paid by the department

under this section in a state fund case, the costs shall be paid from the accident
fund and charged to the costs of the claim.

Sec. 3. RCW 51.52.120 and 2003 ¢ 53 s 285 are each amended to read as
follows:

(1) It shall be unlawful for an attorney engaged in the representation of any
worker or beneficiary to charge for services in the department any fee in excess
of a reasonable fee, of not more than thirty percent of the increase in the award
secured by the attorney's services. Such reasonable fee shall be fixed by the
director or the director's designee for services performed by an attorney for such
worker or beneficiary, if written application therefor is made by the attorney,
worker, or beneficiary within one year from the date the final decision and order
of the department is communicated to the party making the application.

(2) If, on appeal to the board, the order, decision, or award of the department
is reversed or modified and additional relief is granted to a worker or
beneficiary, or in cases where a party other than the worker or beneficiary is the
appealing party and the worker's or beneficiary's right to relief is sustained by
the board, the board shall fix a reasonable fee for the services of his or her
attorney in proceedings before the board if written application therefor is made
by the attorney, worker, or beneficiary within one year from the date the final
decision and order of the board is communicated to the party making the
application. In fixing the amount of such attorney's fee, the board shall take into
consideration the fee allowed, if any, by the director, for services before the
department, and the board may review the fee fixed by the director. Any
attorney's fee set by the department or the board may be reviewed by the
superior court upon application of such attorney, worker, or beneficiary. The
department or self-insured employer, as the case may be, shall be served a copy
of the application and shall be entitled to appear and take part in the proceedings.
Where the board, pursuant to this section, fixes the attorney's fee, it shall be
unlawful for an attorney to charge or receive any fee for services before the
board in excess of that fee fixed by the board.

(3) In_an appeal to the board involving the presumption established under

RCW 51.32.185, the attorney's fee shall be payable as set forth under RCW
51.32.185.

(4) Any person who violates this section is guilty of a misdemeanor.

Sec. 4. RCW 51.52.130 and 1993 ¢ 122 s 1 are each amended to read as
follows:

(1) If, on appeal to the superior or appellate court from the decision and
order of the board, said decision and order is reversed or modified and additional
relief is granted to a worker or beneficiary, or in cases where a party other than
the worker or beneficiary is the appealing party and the worker's or beneficiary's
right to relief is sustained, a reasonable fee for the services of the worker's or
beneficiary's attorney shall be fixed by the court. In fixing the fee the court shall
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take into consideration the fee or fees, if any, fixed by the director and the board
for such attorney's services before the department and the board. If the court
finds that the fee fixed by the director or by the board is inadequate for services
performed before the department or board, or if the director or the board has
fixed no fee for such services, then the court shall fix a fee for the attorney's
services before the department, or the board, as the case may be, in addition to
the fee fixed for the services in the court. If in a worker or beneficiary appeal the
decision and order of the board is reversed or modified and if the accident fund
or medical aid fund is affected by the litigation, or if in an appeal by the
department or employer the worker or beneficiary's right to relief is sustained, or
in an appeal by a worker involving a state fund employer with twenty-five
employees or less, in which the department does not appear and defend, and the
board order in favor of the employer is sustained, the attorney's fee fixed by the
court, for services before the court only, and the fees of medical and other
witnesses and the costs shall be payable out of the administrative fund of the
department. In the case of self-insured employers, the attorney fees fixed by the
court, for services before the court only, and the fees of medical and other
witnesses and the costs shall be payable directly by the self-insured employer.
(2) In an appeal to the superior or appellate court involving the presumption

established under RCW 51.32.185, the attorney's fee shall be payable as set forth
under RCW 51.32.185.

Passed by the House April 18, 2007.

Passed by the Senate April 10, 2007.

Approved by the Governor May 15, 2007, with the exception of certain
items that were vetoed.

Filed in Office of Secretary of State May 16, 2007.

Note: Governor's explanation of partial veto is as follows:

"I am returning, without my approval as to Section 1, Engrossed Substitute House Bill 1833 entitled:
"AN ACT Relating to occupational diseases affecting firefighters."

Engrossed Substitute House Bill 1833 creates a rebuttable presumption that certain heart problems,
cancer and infectious diseases are occupational diseases for firefighters that are covered by industrial
insurance. I strongly support this law. The legislature's statement of intent in Section 1, however,
makes broad generalizations about the incidence of cardiovascular disease. In an effort to avoid the
unintended interpretations of broad generalizations, Section 2 of the bill has been carefully crafted to
define specific "firefighting activities" that are related to occupational diseases.

For these reasons, I have vetoed Section 1 Engrossed Substitute House Bill 1833.

With the exception of Section 1, Engrossed Substitute House Bill 1833 is approved."

CHAPTER 491
[Engrossed House Bill 2391]
GAIN-SHARING—ALTERNATE PENSION BENEFITS

AN ACT Relating to retirement system gain-sharing and alternate benefits; amending RCW
41.31A.020, 41.32.765, 41.32.835, 41.32.875, 41.35.420, 41.35.610, 41.35.680, 41.40.630,
41.40.820, and 41.45.070; adding a new section to chapter 41.32 RCW; adding a new section to
chapter 41.40 RCW; creating new sections; repealing RCW 41.31.010, 41.31.020, 41.31.030,
41.31A.010, 41.31A.020, 41.31A.030, and 41.31A.040; providing effective dates; and declaring an
emergency.
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Be it enacted by the Legislature of the State of Washington:

Sec. 1. RCW 41.31A.020 and 2003 ¢ 294 s 4 are each amended to read as
follows:

(1) On January 1, 2004, and on January 1st of even-numbered years
thereafter, the member account of a person meeting the requirements of this
section shall be credited by the extraordinary investment gain amount.

(2) The following persons, hired prior to July 1, 2007, shall be eligible for
the benefit provided in subsection (1) of this section:

(a) Any member of the teachers' retirement system plan 3, the Washington
school employees' retirement system plan 3, or the public employees' retirement
system plan 3 who earned service credit during the twelve-month period from
September 1st to August 31st immediately preceding the distribution and had a
balance of at least one thousand dollars in their member account on August 31st
of the year immediately preceding the distribution; or

(b) Any person in receipt of a benefit pursuant to RCW 41.32.875,
41.35.680, or 41.40.820; or

(c) Any person who is a retiree pursuant to RCW 41.34.020(8) and who:

(1) Completed ten service credit years; or

(i1) Completed five service credit years, including twelve service months
after attaining age fifty-four; or

(d) Any teacher who is a retiree pursuant to RCW 41.34.020(8) and who has
completed five service credit years by July 1, 1996, under plan 2 and who
transferred to plan 3 under RCW 41.32.817; or

(e) Any classified employee who is a retiree pursuant to RCW 41.34.020(8)
and who has completed five service credit years by September 1, 2000, and who
transferred to plan 3 under RCW 41.35.510; or

(f) Any public employee who is a retiree pursuant to RCW 41.34.020(8) and
who has completed five service credit years by March 1, 2002, and who
transferred to plan 3 under RCW 41.40.795; or

(g) Any person who had a balance of at least one thousand dollars in their
member account on August 31st of the year immediately preceding the
distribution and who:

(i) Completed ten service credit years; or

(i1) Completed five service credit years, including twelve service months
after attaining age fifty-four; or

(h) Any teacher who had a balance of at least one thousand dollars in their
member account on August 31st of the year immediately preceding the
distribution and who has completed five service credit years by July 1, 1996,
under plan 2 and who transferred to plan 3 under RCW 41.32.817; or

(i) Any classified employee who had a balance of at least one thousand
dollars in their member account on August 31st of the year immediately
preceding the distribution and who has completed five service credit years by
September 1, 2000, and who transferred to plan 3 under RCW 41.35.510; or

(j) Any public employee who had a balance of at least one thousand dollars
in their member account on August 31st of the year immediately preceding the
distribution and who has completed five service credit years by March 1, 2002,
and who transferred to plan 3 under RCW 41.40.795.

(3) The extraordinary investment gain amount shall be calculated as
follows:
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(a) One-half of the sum of the value of the net assets held in trust for pension
benefits in the teachers' retirement system combined plan 2 and 3 fund, the
Washington school employees' retirement system combined plan 2 and 3 fund,
and the public employees' retirement system combined plan 2 and 3 fund at the
close of the previous state fiscal year not including the amount attributable to
member accounts;

(b) Multiplied by the amount which the compound average of investment
returns on those assets over the previous four state fiscal years exceeds ten
percent;

(c) Multiplied by the proportion of:

(i) The sum of the service credit on August 31st of the previous year of all
persons eligible for the benefit provided in subsection (1) of this section; to

(i1) The sum of the service credit on August 31st of the previous year of:

(A) All persons eligible for the benefit provided in subsection (1) of this
section;

(B) Any person who earned service credit in the teachers' retirement system
plan 2, the Washington school employees' retirement system plan 2, or the public
employees' retirement system plan 2 during the twelve-month period from
September st to August 31st immediately preceding the distribution;

(C) Any person in receipt of a benefit pursuant to RCW 41.32.765,
41.35.420, or 41.40.630; and

(D) Any person with five or more years of service in the teachers' retirement
system plan 2, the Washington school employees' retirement system plan 2, or
the public employees' retirement system plan 2;

(d) Divided proportionally among persons eligible for the benefit provided
in subsection (1) of this section on the basis of their service credit total on
August 31st of the previous year.

(4) The legislature reserves the right to amend or repeal this section in the
future and no member or beneficiary has a contractual right to receive this
distribution not granted prior to that time.

Sec. 2. RCW 41.32.765 and 2000 ¢ 247 s 902 are each amended to read as
follows:

(1) NORMAL RETIREMENT. Any member with at least five service
credit years of service who has attained at least age sixty-five shall be eligible to
retire and to receive a retirement allowance computed according to the
provisions of RCW 41.32.760.

(2) EARLY RETIREMENT. Any member who has completed at least
twenty service credit years of service who has attained at least age fifty-five
shall be eligible to retire and to receive a retirement allowance computed
according to the provisions of RCW 41.32.760, except that a member retiring
pursuant to this subsection shall have the retirement allowance actuarially
reduced to reflect the difference in the number of years between age at
retirement and the attainment of age sixty-five.

(3) ALTERNATE EARLY RETIREMENT.

(a2) Any member who has completed at least thirty service credit years and
has attained age fifty-five shall be eligible to retire and to receive a retirement
allowance computed according to the provisions of RCW 41.32.760, except that
a member retiring pursuant to this subsection shall have the retirement allowance
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reduced by three percent per year to reflect the difference in the number of years
between age at retirement and the attainment of age sixty-five.

(b) On or after September 1, 2008, any member who has completed at least
thirty service credit years and has attained age fifty-five shall be eligible to retire
and to receive a retirement allowance computed according to the provisions of
RCW 41.32.760, except that a member retiring pursuant to this subsection shall
have the retirement allowance reduced as follows:

Retirement Percent
Age Reduction
35 20%
56 17%
57 14%
58 1%
39 8%
60 3%
61 2%
62 0%
63 0%
64 0%

Any member who retires under the provisions of this subsection is ineligible
for the postretirement employment provisions of RCW 41.32.802(2) until the
retired member has reached sixty-five years of age. For purposes of this

subsection, employment with an employer also includes any personal service
contract, service by an employer as a temporary or project employee, or any

other similar compensated relationship with any employer included under the
provisions of RCW 41.32.800(1).

The subsidized reductions for alternate early retirement in this subsection as
set forth in section 2. chapter . . . (this act), Laws of 2007 were intended by the
legislature as replacement benefits for gain-sharing. Until there is legal certainty
with respect to the repeal of chapter 41.31A RCW, the right to retire under this
subsection is noncontractual, and the legislature reserves the right to amend or
repeal this subsection. I.egal certainty includes, but is not limited to, the
expiration of any: Applicable limitations on actions; and periods of time for
seeking appellate review, up to and including reconsideration by the Washington
supreme court and the supreme court of the United States. Until that time,
eligible members may still retire under this subsection, and upon receipt of the
first installment of a retirement allowance computed under this subsection, the
resulting benefit becomes contractual for the recipient. If the repeal of chapter
41.31A RCW is held to be invalid in a final determination of a court of law, and
the court orders reinstatement of gain-sharing or other alternate benefits as a
remedy, then retirement benefits for any member who has completed at least
thirty service credit years and has attained age fifty-five but has not yet received
the first installment of a retirement allowance under this subsection shall be

computed using the reductions in (a) of this subsection.
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Sec. 3. RCW 41.32.835 and 1995 ¢ 239 s 105 are each amended to read as
follows:

(1) All teachers who first become employed by an employer in an eligible
position on or after July 1, (1996;shall-be-members-efplan-3)) 2007, shall have
a period of ninety days to make an irrevocable choice to become a member of
plan 2 or plan 3. At the end of ninety days, if the member has not made a choice
to become a member of plan 2. he or she becomes a member of plan 3.

(2) For administrative efficiency, until a member elects to become a member
of plan 3, or becomes a member of plan 3 by default under subsection (1) of this
section, the member shall be reported to the department in plan 2, with member
and employer contributions. Upon becoming a member of plan 3 by election or
by default, all service credit shall be transferred to the member's plan 3 defined
benefit, and all employee accumulated contributions shall be transferred to the
member's plan 3 defined contribution account.

(3) The plan choice provision as set forth in section 3, chapter . . . (this act),
Laws of 2007 was intended by the legislature as a replacement benefit for gain-
sharing. Until there is legal certainty with respect to the repeal of chapter
41.31A RCW, the right to plan choice under this section is noncontractual, and
the legislature reserves the right to amend or repeal this section. Legal certainty
includes, but is not limited to, the expiration of any: Applicable limitations on
actions; and periods of time for seeking appellate review, up to and including

reconsideration by the Washington supreme court and the supreme court of the
United States. Until that time, all teachers who first become employed by an

employer in an eligible position on or after July 1, 2007, may choose either plan
2 or plan 3 under this section. If'the repeal of chapter 41.31A RCW is held to be
invalid in a final determination of a court of law, and the court orders
reinstatement of gain-sharing or other alternate benefits as a remedy, then all
teachers who first become employed by an employer in an eligible position on or

after the date of such reinstatement shall be members of plan 3.
Sec. 4. RCW 41.32.875 and 2006 ¢ 33 s 1 are each amended to read as
follows:

(1) NORMAL RETIREMENT. Any member who is at least age sixty-five
and who has:

(a) Completed ten service credit years; or

(b) Completed five service credit years, including twelve service credit
months after attaining age forty-four; or

(c) Completed five service credit years by July 1, 1996, under plan 2 and
who transferred to plan 3 under RCW 41.32.817;

shall be eligible to retire and to receive a retirement allowance computed
according to the provisions of RCW 41.32.840.

(2) EARLY RETIREMENT. Any member who has attained at least age
fifty-five and has completed at least ten years of service shall be eligible to retire
and to receive a retirement allowance computed according to the provisions of
RCW 41.32.840, except that a member retiring pursuant to this subsection shall
have the retirement allowance actuarially reduced to reflect the difference in the
number of years between age at retirement and the attainment of age sixty-five.
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(3) ALTERNATE EARLY RETIREMENT.

(a) Any member who has completed at least thirty service credit years and
has attained age fifty-five shall be eligible to retire and to receive a retirement
allowance computed according to the provisions of RCW 41.32.840, except that
a member retiring pursuant to this subsection shall have the retirement allowance
reduced by three percent per year to reflect the difference in the number of years
between age at retirement and the attainment of age sixty-five.

(b) On or after September 1, 2008, any member who has completed at least

thirty service credit years and has attained age fifty-five shall be eligible to retire

and to receive a retirement allowance computed according to the provisions of

RCW 41.32.840, except that a member retiring pursuant to this subsection shall
have the retirement allowance reduced as follows:

Retirement Percent
Age Reduction
55 20%
56 17%
57 14%
S8 1%
59 8%
60 5%
61 2%
62 0%
63 0%
64 0%

Any member who retires under the provisions of this subsection is ineligible
for the postretirement employment provisions of RCW 41.32.862(2) until the
retired member has reached sixty-five years of age. For purposes of this

subsection, employment with an employer also includes any personal service
contract, service by an employer as a temporary or project employee, or any

other similar compensated relationship with any employer included under the
provisions of RCW 41.32.860(1).

The subsidized reductions for alternate early retirement in this subsection as
set forth in section 4, chapter . . . (this act), Laws of 2007 were intended by the

legislature as replacement benefits for gain-sharing. Until there is legal certainty
with respect to the repeal of chapter 41.31A RCW, the right to retire under this
subsection is noncontractual, and the legislature reserves the right to amend or
repeal this subsection. I.egal certainty includes, but is not limited to, the
expiration of any: Applicable limitations on actions; and periods of time for
seeking appellate review, up to and including reconsideration by the Washington
supreme court and the supreme court of the United States. Until that time,
eligible members may still retire under this subsection, and upon receipt of the
first installment of a retirement allowance computed under this subsection, the
resulting benefit becomes contractual for the recipient. If the repeal of chapter
41.31A RCW is held to be invalid in a final determination of a court of law, and
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the court orders reinstatement of gain-sharing or other alternate benefits as a
remedy, then retirement benefits for any member who has completed at least

thirty service credit years and has attained age fifty-five but has not yet received
the first installment of a retirement allowance under this subsection shall be
computed using the reductions in (a) of this subsection.

NEW SECTION. Sec. 5. A new section is added to chapter 41.32 RCW
under the subchapter heading "plan 1" to read as follows:

(1) Beginning July 1, 2009, the annual increase amount as defined in RCW
41.32.010(46) shall be increased by an amount equal to $0.40 per month per year
of service minus the 2008 gain-sharing increase amount under RCW 41.31.010
as it exists on the effective date of this section. This adjustment shall not
decrease the annual increase amount, and is not to exceed $0.20 per month per
year of service. The legislature reserves the right to amend or repeal this section
in the future and no member or beneficiary has the contractual right to receive
this adjustment to the annual increase amount not granted prior to that time.

(2) The adjustment to the annual increase amount as set forth in section 5,
chapter . . . (this act), Laws of 2007 was intended by the legislature as a
replacement benefit for gain-sharing. If the repeal of chapter 41.31 RCW is held
to be invalid in a final determination of a court of law, and the court orders
reinstatement of gain-sharing or other alternate benefits as a remedy, then this
adjustment to the annual increase amount shall not be included in future annual
increase amounts paid on or after the date of such reinstatement.

Sec. 6. RCW 41.35.420 and 2000 c 247 s 905 are each amended to read as
follows:

(1) NORMAL RETIREMENT. Any member with at least five service
credit years who has attained at least age sixty-five shall be eligible to retire and
to receive a retirement allowance computed according to the provisions of RCW
41.35.400.

(2) EARLY RETIREMENT. Any member who has completed at least
twenty service credit years and has attained age fifty-five shall be eligible to
retire and to receive a retirement allowance computed according to the
provisions of RCW 41.35.400, except that a member retiring pursuant to this
subsection shall have the retirement allowance actuarially reduced to reflect the
difference in the number of years between age at retirement and the attainment
of age sixty-five.

(3) ALTERNATE EARLY RETIREMENT.

(a) Any member who has completed at least thirty service credit years and
has attained age fifty-five shall be eligible to retire and to receive a retirement
allowance computed according to the provisions of RCW 41.35.400, except that
a member retiring pursuant to this subsection shall have the retirement allowance
reduced by three percent per year to reflect the difference in the number of years
between age at retirement and the attainment of age sixty-five.

(b) On or after September 1, 2008, any member who has completed at least

thirty service credit years and has attained age fifty-five shall be eligible to retire
and to receive a retirement allowance computed according to the provisions of

RCW 41.35.400, except that a member retiring pursuant to this subsection shall
have the retirement allowance reduced as follows:
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Retirement Percent
Age Reduction
55 20%
56 17%
57 14%
S8 1%
59 8%
60 5%
61 2%
62 0%
63 0%
64 0%

Any member who retires under the provisions of this subsection is ineligible
for the postretirement employment provisions of RCW 41.35.060(2) until the
retired member has reached sixty-five years of age. For purposes of this
subsection, employment with an employer also includes any personal service
contract, service by an employer as a temporary or project employee, or any
other similar compensated relationship with any employer included under the
provisions of RCW 41.35.230(1).

The subsidized reductions for alternate early retirement in this subsection as
set forth in section 6. chapter . . . (this act), Laws of 2007 were intended by the
legislature as replacement benefits for gain-sharing. Until there is legal certainty
with respect to the repeal of chapter 41.31A RCW, the right to retire under this
subsection is noncontractual, and the legislature reserves the right to amend or
repeal this subsection. I.egal certainty includes, but is not limited to, the
expiration of any: Applicable limitations on actions; and periods of time for
seeking appellate review, up to and including reconsideration by the Washington
supreme court and the supreme court of the United States. Until that time,
eligible members may still retire under this subsection, and upon receipt of the
first installment of a retirement allowance computed under this subsection, the
resulting benefit becomes contractual for the recipient. If the repeal of chapter
41.31A RCW is held to be invalid in a final determination of a court of law, and
the court orders reinstatement of gain-sharing or other alternate benefits as a
remedy, then retirement benefits for any member who has completed at least
thirty service credit years and has attained age fifty-five but has not yet received
the first installment of a retirement allowance under this subsection shall be

computed using the reductions in (a) of this subsection.
Sec. 7. RCW 41.35.610 and 1998 ¢ 341 s 202 are each amended to read as
follows:

(1) All classified employees who first become employed by an employer in
an eligible position on or after (( 5 5 )
July 1, 2007, shall have a period of ninety days to make an irrevocable choice to
become a member of plan 2 or plan 3. At the end of ninety days, if the member
has not made a choice to become a member of plan 2, he or she becomes a
member of plan 3.
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(2) For administrative efficiency, until a member elects to become a member
of plan 3, or becomes a member of plan 3 by default under subsection (1) of this
section, the member shall be reported to the department in plan 2, with member
and employer contributions. Upon becoming a member of plan 3 by election or
by default, all service credit shall be transferred to the member's plan 3 defined
benefit, and all employee accumulated contributions shall be transferred to the
member's plan 3 defined contribution account.

(3) The plan choice provision as set forth in section 7. chapter . . . (this act),
Laws of 2007 was intended by the legislature as a replacement benefit for gain-
sharing. Until there is legal certainty with respect to the repeal of chapter
41.31A RCW, the right to plan choice under this section is noncontractual, and
the legislature reserves the right to amend or repeal this section. Legal certainty
includes, but is not limited to, the expiration of any: Applicable limitations on
actions; and periods of time for seeking appellate review, up to and including
reconsideration by the Washington supreme court and the supreme court of the
United States. Until that time, all classified employees who first become
employed by an employer in an eligible position on or after July 1, 2007, may
choose either plan 2 or plan 3 under this section. If the repeal of chapter 41.31A
RCW is held to be invalid in a final determination of a court of law, and the court
orders reinstatement of gain-sharing or other alternate benefits as a remedy, then
all classified employees who first become employed by an employer in an
eligible position on or after the date of such reinstatement shall be members of
plan 3.

Sec. 8. RCW 41.35.680 and 2006 c 33 s 2 are each amended to read as
follows:

(1) NORMAL RETIREMENT. Any member who is at least age sixty-five
and who has:

(a) Completed ten service credit years; or

(b) Completed five service credit years, including twelve service credit
months after attaining age forty-four; or

(c) Completed five service credit years by September 1, 2000, under the
public employees' retirement system plan 2 and who transferred to plan 3 under
RCW 41.35.510;
shall be eligible to retire and to receive a retirement allowance computed
according to the provisions of RCW 41.35.620.

(2) EARLY RETIREMENT. Any member who has attained at least age
fifty-five and has completed at least ten years of service shall be eligible to retire
and to receive a retirement allowance computed according to the provisions of
RCW 41.35.620, except that a member retiring pursuant to this subsection shall
have the retirement allowance actuarially reduced to reflect the difference in the
number of years between age at retirement and the attainment of age sixty-five.

(3) ALTERNATE EARLY RETIREMENT.

(a) Any member who has completed at least thirty service credit years and
has attained age fifty-five shall be eligible to retire and to receive a retirement
allowance computed according to the provisions of RCW 41.35.620, except that
a member retiring pursuant to this subsection shall have the retirement allowance
reduced by three percent per year to reflect the difference in the number of years
between age at retirement and the attainment of age sixty-five.
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(b) On or after September 1, 2008, any member who has completed at least
thirty service credit years and has attained age fifty-five shall be eligible to retire
and to receive a retirement allowance computed according to the provisions of
RCW 41.35.620, except that a member retiring pursuant to this subsection shall
have the retirement allowance reduced as follows:

Retirement Percent
Age Reduction
55 20%
56 17%
57 14%
S8 1%
39 8%
60 5%
61 2%
62 0%
63 0%
64 0%

Any member who retires under the provisions of this subsection is ineligible
for the postretirement employment provisions of RCW 41.35.060(2) until the
retired member has reached sixty-five years of age. For purposes of this
subsection, employment with an employer also includes any personal service
contract, service by an employer as a temporary or project employee, or any

other similar compensated relationship with any employer included under the
provisions of RCW 41.35.230(1).

The subsidized reductions for alternate early retirement in this subsection as
set forth in section 8, chapter . . . (this act), Laws of 2007 were intended by the

legislature as replacement benefits for gain-sharing. Until there is legal certainty
with respect to the repeal of chapter 41.31A RCW, the right to retire under this
subsection is noncontractual, and the legislature reserves the right to amend or
repeal this subsection. ILegal certainty includes, but is not limited to, the

expiration of any: Applicable limitations on actions; and periods of time for

seeking appellate review, up to and including reconsideration by the Washington
supreme court and the supreme court of the United States. Until that time,

eligible members may still retire under this subsection. and upon receipt of the
first installment of a retirement allowance computed under this subsection, the
resulting benefit becomes contractual for the recipient. If the repeal of chapter
41.31A RCW is held to be invalid in a final determination of a court of law, and
the court orders reinstatement of gain-sharing or other alternate benefits as a
remedy, then retirement benefits for any member who has completed at least
thirty service credit years and has attained age fifty-five but has not yet received
the first installment of a retirement allowance under this subsection shall be

computed using the reductions in (a) of this subsection.
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Sec. 9. RCW 41.40.630 and 2000 ¢ 247 s 901 are each amended to read as
follows:

(1) NORMAL RETIREMENT. Any member with at least five service
credit years who has attained at least age sixty-five shall be eligible to retire and
to receive a retirement allowance computed according to the provisions of RCW
41.40.620.

(2) EARLY RETIREMENT. Any member who has completed at least
twenty service credit years and has attained age fifty-five shall be eligible to
retire and to receive a retirement allowance computed according to the
provisions of RCW 41.40.620, except that a member retiring pursuant to this
subsection shall have the retirement allowance actuarially reduced to reflect the
difference in the number of years between age at retirement and the attainment
of age sixty-five.

(3) ALTERNATE EARLY RETIREMENT.

(a2) Any member who has completed at least thirty service credit years and
has attained age fifty-five shall be eligible to retire and to receive a retirement
allowance computed according to the provisions of RCW 41.40.620, except that
a member retiring pursuant to this subsection shall have the retirement allowance
reduced by three percent per year to reflect the difference in the number of years
between age at retirement and the attainment of age sixty-five.

(b) On or after July 1, 2008, any member who has completed at least thirty
service credit years and has attained age fifty-five shall be eligible to retire and

to receive a retirement allowance computed according to the provisions of RCW

41.40.620, except that a member retiring pursuant to this subsection shall have
the retirement allowance reduced as follows:

Retirement Percent
Age Reduction
55 20%
56 17%
37 14%
58 11%
59 8%
60 %
61 2%
62 0%
63 0%
64 0%

Any member who retires under the provisions of this subsection is ineligible
for the postretirement employment provisions of RCW 41.40.037(2)(d) until the
retired member has reached sixty-five years of age. For purposes of this

subsection, employment with an employer also includes any personal service
contract, service by an employer as a temporary or project employee, or any

other similar compensated relationship with any employer included under the
provisions of RCW 41.40.690(1).
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The subsidized reductions for alternate early retirement in this subsection as
set forth in section 9, chapter . . . (this act), Laws of 2007 were intended by the

legislature as replacement benefits for gain-sharing. Until there is legal certainty
with respect to the repeal of chapter 41.31A RCW, the right to retire under this
subsection is noncontractual, and the legislature reserves the right to amend or
repeal this subsection. I.egal certainty includes, but is not limited to, the
expiration of any: Applicable limitations on actions; and periods of time for
seeking appellate review, up to and including reconsideration by the Washington
supreme court and the supreme court of the United States. Until that time,
eligible members may still retire under this subsection, and upon receipt of the
first installment of a retirement allowance computed under this subsection, the
resulting benefit becomes contractual for the recipient. If the repeal of chapter
41.31A RCW is held to be invalid in a final determination of a court of law, and
the court orders reinstatement of gain-sharing or other alternate benefits as a
remedy, then retirement benefits for any member who has completed at least
thirty service credit years and has attained age fifty-five but has not yet received
the first installment of a retirement allowance under this subsection shall be

computed using the reductions in (a) of this subsection.

Sec. 10. RCW 41.40.820 and 2006 ¢ 33 s 3 are each amended to read as
follows:

(1) NORMAL RETIREMENT. Any member who is at least age sixty-five
and who has:

(a) Completed ten service credit years; or

(b) Completed five service credit years, including twelve service credit
months after attaining age forty-four; or

(c) Completed five service credit years by the transfer payment date
specified in RCW 41.40.795, under the public employees' retirement system
plan 2 and who transferred to plan 3 under RCW 41.40.795;
shall be eligible to retire and to receive a retirement allowance computed
according to the provisions of RCW 41.40.790.

(2) EARLY RETIREMENT. Any member who has attained at least age
fifty-five and has completed at least ten years of service shall be eligible to retire
and to receive a retirement allowance computed according to the provisions of
RCW 41.40.790, except that a member retiring pursuant to this subsection shall
have the retirement allowance actuarially reduced to reflect the difference in the
number of years between age at retirement and the attainment of age sixty-five.

(3) ALTERNATE EARLY RETIREMENT.

(a2) Any member who has completed at least thirty service credit years and
has attained age fifty-five shall be eligible to retire and to receive a retirement
allowance computed according to the provisions of RCW 41.40.790, except that
a member retiring pursuant to this subsection shall have the retirement allowance
reduced by three percent per year to reflect the difference in the number of years
between age at retirement and the attainment of age sixty-five.

(b) On or after July 1, 2008, any member who has completed at least thirty

service credit years and has attained age fifty-five shall be eligible to retire and
to receive a retirement allowance computed according to the provisions of RCW

41.40.790, except that a member retiring pursuant to this subsection shall have
the retirement allowance reduced as follows:
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Retirement Percent
Age Reduction
55 20%
56 17%
37 14%
S8 11%
59 8%
60 5%
61 2%
62 0%
63 0%
64 0%

Any member who retires under the provisions of this subsection is ineligible
for the postretirement employment provisions of RCW 41.40.037(2)(d) until the
retired member has reached sixty-five years of age. For purposes of this

subsection, employment with an employer also includes any personal service
contract, service by an employer as a temporary or project employee, or any

other similar compensated relationship with any employer included under the
provisions of RCW 41.40.850(1).

The subsidized reductions for alternate early retirement in this subsection as
set forth in section 10, chapter . . . (this act), Laws of 2007 were intended by the
legislature as replacement benefits for gain-sharing. Until there is legal certainty
with respect to the repeal of chapter 41.31A RCW, the right to retire under this
subsection is noncontractual, and the legislature reserves the right to amend or
repeal this subsection. I.egal certainty includes, but is not limited to, the
expiration of any: Applicable limitations on actions; and periods of time for
seeking appellate review, up to and including reconsideration by the Washington
supreme court and the supreme court of the United States. Until that time,

eligible members may still retire under this subsection, and upon receipt of the

first installment of a retirement allowance computed under this subsection, the
resulting benefit becomes contractual for the recipient. If the repeal of chapter

41.31A RCW is held to be invalid in a final determination of a court of law, and
the court orders reinstatement of gain-sharing or other alternate benefits as a
remedy, then retirement benefits for any member who has completed at least
thirty service credit years and has attained age fifty-five but has not yet received
the first installment of a retirement allowance under this subsection shall be
computed using the reductions in (a) of this subsection.

NEW SECTION. Sec. 11. A new section is added to chapter 41.40 RCW
under the subchapter heading "plan 1" to read as follows:

(1) Beginning July 1, 2009, the annual increase amount as defined in RCW
41.40.010(41) shall be increased by an amount equal to $0.40 per month per year
of service minus the 2008 gain-sharing increase amount under RCW 41.31.010
as it exists on the effective date of this section. This adjustment shall not
decrease the annual increase amount, and is not to exceed $0.20 per month per
year of service. The legislature reserves the right to amend or repeal this section
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in the future and no member or beneficiary has the contractual right to receive
this adjustment to the annual increase amount not granted prior to that time.

(2) The adjustment to the annual increase amount as set forth in section 11,
chapter . . . (this act), Laws of 2007 was intended by the legislature as a
replacement benefit for gain-sharing. If the repeal of chapter 41.31 RCW is held
to be invalid in a final determination of a court of law, and the court orders
reinstatement of gain-sharing or other alternate benefits as a remedy, then this
adjustment to the annual increase amount shall not be included in future annual
increase amounts paid on or after the date of such reinstatement.

Sec. 12. RCW 41.45.070 and 2006 ¢ 94 s 3 are each amended to read as
follows:

(1) In addition to the basic employer contribution rate established in RCW
41.45.060 or 41.45.054, the department shall also charge employers of public
employees' retirement system, teachers' retirement system, school employees'
retirement system, public safety employees' retirement system, or Washington
state patrol retirement system members an additional supplemental rate to pay
for the cost of additional benefits, if any, granted to members of those systems.
Except as provided in subsections (6) ((and)). (7). and (9) of this section, the
supplemental contribution rates required by this section shall be calculated by
the state actuary and shall be charged regardless of language to the contrary
contained in the statute which authorizes additional benefits.

(2) In addition to the basic member, employer, and state contribution rate
established in RCW 41.45.0604 for the law enforcement officers' and
firefighters' retirement system plan 2, the department shall also establish
supplemental rates to pay for the cost of additional benefits, if any, granted to
members of the law enforcement officers' and firefighters' retirement system
plan 2. Except as provided in subsection (6) of this section, these supplemental
rates shall be calculated by the actuary retained by the law enforcement officers'
and firefighters' board and the state actuary through the process provided in
RCW 41.26.720(1)(a) and the state treasurer shall transfer the additional
required contributions regardless of language to the contrary contained in the
statute which authorizes the additional benefits.

(3) The supplemental rate charged under this section to fund benefit
increases provided to active members of the public employees' retirement
system plan 1, the teachers' retirement system plan 1, and Washington state
patrol retirement system, shall be calculated as the level percentage of all
members' pay needed to fund the cost of the benefit not later than June 30, 2024.

(4) The supplemental rate charged under this section to fund benefit
increases provided to active and retired members of the public employees'
retirement system plan 2 and plan 3, the teachers' retirement system plan 2 and
plan 3, the public safety employees' retirement system plan 2, or the school
employees' retirement system plan 2 and plan 3 shall be calculated as the level
percentage of all members' pay needed to fund the cost of the benefit, as
calculated under RCW 41.45.060, 41.45.061, or 41.45.067.

(5) The supplemental rate charged under this section to fund postretirement
adjustments which are provided on a nonautomatic basis to current retirees shall
be calculated as the percentage of pay needed to fund the adjustments as they are
paid to the retirees. The supplemental rate charged under this section to fund
automatic postretirement adjustments for active or retired members of the public
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employees' retirement system plan 1 and the teachers' retirement system plan 1
shall be calculated as the level percentage of pay needed to fund the cost of the
automatic adjustments not later than June 30, 2024.

(6) A supplemental rate shall not be charged to pay for the cost of additional
benefits granted to members pursuant to chapter 340, Laws of 1998.

(7) A supplemental rate shall not be charged to pay for the cost of additional
benefits granted to members pursuant to chapter 41.31A RCW; section 309,
chapter 341, Laws of 1998; or section 701, chapter 341, Laws of 1998.

(8) A supplemental rate shall not be charged to pay for the cost of additional
benefits granted to members and survivors pursuant to chapter 94, Laws of 2006.

(9) A supplemental rate shall not be charged to pay for the cost of the
additional benefits granted to members of the teachers' retirement system and the
school employees' retirement system plans 2 and 3 in sections 2, 4, 6, and 8 of
this act until September 1, 2008. A supplemental rate shall not be charged to pay
for the cost of the additional benefits granted to members of the public
employees' retirement system plans 2 and 3 under sections 9 and 10 of this act
until July 1, 2008.

NEW_SECTION. Sec. 13. The following acts or parts of acts are each
repealed, effective January 2, 2008:

(1) RCW 41.31.010 (Annual pension increases—Increased by gain-sharing
increase amount) and 1998 ¢ 340 s 1;

(2) RCW 41.31.020 (Gain-sharing increase amount calculated) and 1998 ¢
340s2;

(3) RCW 41.31.030 (Contractual right to increase not granted) and 1998 ¢
340 s 3;

(4) RCW 41.31A.010 (Definitions) and 2000 ¢ 247 s 407 & 1998 c 341 s
311;

(5) RCW 41.31A.020 (Extraordinary investment gain—Credited to member
accounts—Persons eligible—Calculation of amount—Contractual right not
granted) and 2003 ¢ 294 s 4, 2000 ¢ 247 s 408, & 1998 ¢ 341 s 312;

(6) RCW 41.31A.030 (Retroactive extraordinary investment gain—
Credited to member accounts—Persons eligible—Calculation of amount—
Contractual right not granted) and 1998 ¢ 341 s 313; and

(7) RCW 41.31A.040 (Retroactive extraordinary investment gain—
Credited to member accounts—Persons eligible—Calculation of amount—
Contractual right not granted) and 2000 ¢ 247 s 409.

NEW SECTION. Sec. 14. If any part of this act is found to be in conflict
with a final determination by the federal internal revenue service that is a
prescribed condition to favorable tax treatment of one or more of the retirement
plans, the conflicting part of this act is inoperative solely to the extent of the
conflict and with respect to the individual members directly affected. This
finding does not affect the operation of the remainder of this act in its application
to the members concerned. The legislature reserves the right to amend or repeal
this act in the future as may be required to comply with a final federal
determination that amendment or repeal is necessary to maintain the favorable
tax treatment of a plan.

NEW SECTION. Sec. 15. The new benefits provided pursuant to sections
2(3)(b), 4(3)(b), 6(3)(b), and 8(3)(b) of this act are not provided to employees as
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a matter of contractual right prior to September 1, 2008, and will not become a
contractual right thereafter if the repeal of chapter 41.31A RCW is held to be
invalid in a final determination of a court of law. The legislature retains the right
to alter or abolish these benefits at any time prior to September 1, 2008.

NEW SECTION. Sec. 16. The new benefits provided pursuant to sections
9(3)(b) and 10(3)(b) of this act are not provided to employees as a matter of
contractual right prior to July 1, 2008, and will not become a contractual right
thereafter if the repeal of chapter 41.31A RCW is held to be invalid in a final
determination of a court of law. The legislature retains the right to alter or
abolish these benefits at any time prior to July 1, 2008.

NEW SECTION. Sec. 17. Any action brought under this act must be
commenced within three years after the effective date of this section.

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, 3, and 7 of this act are necessary for
the immediate preservation of the public peace, health, or safety, or support of
the state government and its existing public institutions, and take effect July 1,
2007.

Passed by the House April 21, 2007.

Passed by the Senate April 22, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 492
[Substitute Senate Bill 5174]
PUBLIC RETIREMENT SYSTEMS
AN ACT Relating to corrections in the public retirement systems; amending RCW 41.04.410,

41.04.440, 41.04.445, 41.04.450, 41.05.320, 41.24.400, 41.26.080, 41.26.195, 41.31A.020,
41.37.010, and 41.45.203; reenacting and amending RCW 6.15.020; and creating a new section.

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

Sec. 1. RCW 6.15.020 and 1999 ¢ 81 s 1 and 1999 ¢ 42 s 603 are each
reenacted and amended to read as follows:

(1) It is the policy of the state of Washington to ensure the well-being of its
citizens by protecting retirement income to which they are or may become
entitled. For that purpose generally and pursuant to the authority granted to the
state of Washington under 11 U.S.C. Sec. 522(b)(2), the exemptions in this
section relating to retirement benefits are provided.

(2) Unless otherwise provided by federal law, any money received by any
citizen of the state of Washington as a pension from the government of the
United States, whether the same be in the actual possession of such person or be
deposited or loaned, shall be exempt from execution, attachment, garnishment,
or seizure by or under any legal process whatever, and when a debtor dies, or
absconds, and leaves his or her family any money exempted by this subsection,
the same shall be exempt to the family as provided in this subsection. This
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subsection shall not apply to child support collection actions issued under
chapter 26.18, 26.23, or 74.20A RCW, if otherwise permitted by federal law.

(3) The right of a person to a pension, annuity, or retirement allowance or
disability allowance, or death benefits, or any optional benefit, or any other right
accrued or accruing to any citizen of the state of Washington under any
employee benefit plan, and any fund created by such a plan or arrangement, shall
be exempt from execution, attachment, garnishment, or seizure by or under any
legal process whatever. This subsection shall not apply to child support
collection actions issued under chapter 26.18, 26.23, or 74.20A RCW if
otherwise permitted by federal law. This subsection shall permit benefits under
any such plan or arrangement to be payable to a spouse, former spouse, child, or
other dependent of a participant in such plan to the extent expressly provided for
in a qualified domestic relations order that meets the requirements for such
orders under the plan, or, in the case of benefits payable under a plan described
in sections 403(b) or 408 of the internal revenue code of 1986, as amended, or
section 409 of such code as in effect before January 1, 1984, to the extent
provided in any order issued by a court of competent jurisdiction that provides
for maintenance or support. This subsection shall not prohibit actions against an
employee benefit plan, or fund for valid obligations incurred by the plan or fund
for the benefit of the plan or fund.

(4) For the purposes of this section, the term "employee benefit plan" means
any plan or arrangement that is described in RCW 49.64.020, including any
Keogh plan, whether funded by a trust or by an annuity contract, and in sections
401(a) or 403(a) of the internal revenue code of 1986, as amended; or that is a
tax-sheltered annuity described in section 403(b) of such code or an individual
retirement account described in section 408 of such code; or a Roth individual
retirement account described in section 408A of such code; or a medical savings
account described in section 220 of such code; or an education individual
retirement account described in section 530 of such code; or a retirement bond
described in section 409 of such code as in effect before January 1, 1984. The
term "employee benefit plan" also means any rights accruing on account of
money paid currently or in advance for purchase of tuition units under the
advanced college tuition payment program in chapter 28B.95 RCW. The term
"employee benefit plan" shall not include any employee benefit plan that is
established or maintained for its employees by the government of the United
States, by the state of Washington under chapter 2.10, 2.12, 41.26, 41.32, 41.34,
41.35, 41.37, 41.40, or 43.43 RCW or RCW 41.50.770, or by any agency or
instrumentality of the government of the United States.

(5) An employee benefit plan shall be deemed to be a spendthrift trust,
regardless of the source of funds, the relationship between the trustee or
custodian of the plan and the beneficiary, or the ability of the debtor to withdraw
or borrow or otherwise become entitled to benefits from the plan before
retirement. This subsection shall not apply to child support collection actions
issued under chapter 26.18, 26.23, or 74.20A RCW, if otherwise permitted by
federal law. This subsection shall permit benefits under any such plan or
arrangement to be payable to a spouse, former spouse, child, or other dependent
of a participant in such plan to the extent expressly provided for in a qualified
domestic relations order that meets the requirements for such orders under the
plan, or, in the case of benefits payable under a plan described in sections 403(b)
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or 408 of the internal revenue code of 1986, as amended, or section 409 of such
code as in effect before January 1, 1984, to the extent provided in any order
issued by a court of competent jurisdiction that provides for maintenance or
support.

(6) Unless contrary to applicable federal law, nothing contained in
subsection (3), (4), or (5) of this section shall be construed as a termination or
limitation of a spouse's community property interest in an individual retirement
account held in the name of or on account of the other spouse, the account holder
spouse. At the death of the nonaccount holder spouse, the nonaccount holder
spouse may transfer or distribute the community property interest of the
nonaccount holder spouse in the account holder spouse's individual retirement
account to the nonaccount holder spouse's estate, testamentary trust, inter vivos
trust, or other successor or successors pursuant to the last will of the nonaccount
holder spouse or the law of intestate succession, and that distributee may, but
shall not be required to, obtain an order of a court of competent jurisdiction,
including a nonjudicial dlspute resolution agreement ((entered-inte-pursuantto
REW1H-96170)) or other order entered under chapter 11.96A RCW, to confirm
the distribution. For purposes of subsection (3) of this section, the distributee of
the nonaccount holder spouse's community property interest in an individual
retirement account shall be considered a person entitled to the full protection of
subsection (3) of this section. The nonaccount holder spouse's consent to a
beneficiary designation by the account holder spouse with respect to an
individual retirement account shall not, absent clear and convincing evidence to
the contrary, be deemed a release, gift, relinquishment, termination, limitation,
or transfer of the nonaccount holder spouse's community property interest in an
individual retirement account. For purposes of this subsection, the term
"nonaccount holder spouse" means the spouse of the person in whose name the
individual retirement account is maintained. The term "individual retirement
account” includes an individual retirement account and an individual retirement
annuity both as described in section 408 of the internal revenue code of 1986, as
amended, a Roth individual retirement account as described in section 408A of
the internal revenue code of 1986, as amended, and an individual retirement
bond as described in section 409 of the internal revenue code as in effect before
January 1, 1984. As used in this subsection, an order of a court of competent
jurisdiction includes an agreement, as that term is used under RCW 11.96A.220.

Sec. 2. RCW 41.04.410 and 1984 c 184 s 24 are each amended to read as
follows:

If a consolidated employer is a participating member in the public
employees' retirement system under chapter 41.40 RCW prior to the
consolidation or in the public safety employees' retirement system under chapter
41.37 RCW prior to the consolidation:

(1) All existing employees of the consolidated employer who are active
members of the public employees' or public safety employees' retirement system
immediately prior to the consolidation shall continue to be members of that
retirement system while employed by the consolidated employer.

(2) All existing employees of the consolidated employer who are active
members of a first class city retirement system under chapter 41.28 RCW
immediately prior to the consolidation shall cease to be members of that system
at the time of the consolidation and, if eligible, shall immediately become
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members of the public employees' or public safety employees' retirement
system. However, any such active member may, by a writing filed with the
consolidated employer within thirty days after the consolidation or within thirty
days after March 15, 1984, whichever is later, irrevocably elect instead to
continue to be a member of the first class city retirement system, thereby forever
waiving any rights under the public employees' or public safety employees'
retirement system based upon employment with the consolidated employer.

(3) Only prospective periods of qualifying service under the public
employees' or public safety employees' retirement system may be established
under this section.

Sec. 3. RCW 41.04.440 and 2000 c 247 s 1101 are each amended to read
as follows:

(1) The sole purpose of RCW 41.04.445 and 41.04.450 is to allow the
members of the retirement systems created in chapters 2.10, 2.12, 41.26, 41.32,
41.35, 41.37, 41.40, 41.34, and 43.43 RCW to enjoy the tax deferral benefits
allowed under 26 U.S.C. 414(h). Chapter 227, Laws of 1984 does not alter in
any manner the provisions of RCW 41.45.060, 41.45.061, and 41.45.067 which
require that the member contribution rates shall be set so as to provide fifty
percent of the cost of the respective retirement plans.

(2) Should the legislature revoke any benefit allowed under 26 U.S.C.
414(h), no affected employee shall be entitled thereafter to receive such benefit
as a matter of contractual right.

Sec. 4. RCW 41.04.445 and 2000 ¢ 247 s 1102 are each amended to read
as follows:

(1) This section applies to all members who are:

(a) Judges under the retirement system established under chapter 2.10, 2.12,
or 2.14 RCW,

(b) Employees of the state under the retirement system established by
chapter 41.32, 41.37, 41.40, or 43.43 RCW;

(c) Employees of school districts under the retirement system established by
chapter 41.32 or 41.40 RCW, except for substitute teachers as defined by RCW
41.32.010;

(d) Employees of educational service districts under the retirement system
established by chapter 41.32 or 41.40 RCW; or

(e) Employees of community college districts under the retirement system
established by chapter 41.32 or 41.40 RCW.

(2) Only for compensation earned after the effective date of the
implementation of this section and as provided by section 414(h) of the federal
internal revenue code, the employer of all the members specified in subsection
(1) of this section shall pick up only those member contributions as required
under:

(a) RCW 2.10.090(1);

(b) RCW 2.12.060;

(c) RCW 2.14.090;

(d) RCW 41.32.263;

(e) RCW 41.32.350;

(f) RCW 41.40.330 (1) and (3);

(g) RCW 41.45.061 and 41.45.067,
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(h) RCW 41.34.070;

(1) RCW 43.43.300; and

(j) RCW 41.34.040.

(3) Only for the purposes of federal income taxation, the gross income of the
member shall be reduced by the amount of the contribution to the respective
retirement system picked up by the employer.

(4) All member contributions to the respective retirement system picked up
by the employer as provided by this section, plus the accrued interest earned
thereon, shall be paid to the member upon the withdrawal of funds or lump-sum
payment of accumulated contributions as provided under the provisions of the
retirement systems.

(5) At least forty-five days prior to implementing this section, the employer
shall provide:

(a) A complete explanation of the effects of this section to all members; and

(b) Notification of such implementation to the director of the department of
retirement systems.

Sec. 5. RCW 41.04.450 and 2003 ¢ 294 s 1 are each amended to read as
follows:

(1) Employers of those members under chapters 41.26, 41.34, 41.35, 41.37,
and 41.40 RCW who are not specified in RCW 41.04.445 may choose to
implement the employer pick up of all member contributions without exception
under RCW 41.26.080(1)(a), 41.26.450, 41.40.330(1), 41.45.060, 41.45.061,
and 41.45.067 and chapter 41.34 RCW. If the employer does so choose, the
employer and members shall be subject to the conditions and limitations of
RCW 41.04.445 (3), (4), and (5) and RCW 41.04.455.

(2) An employer exercising the option under this section may later choose to
withdraw from and/or reestablish the employer pick up of member contributions
only once in a calendar year following forty-five days prior notice to the director
of the department of retirement systems.

Sec. 6. RCW 41.05.320 and 1995 1st sp.s. ¢ 6 s 13 are each amended to
read as follows:

(1) Elected officials and all permanent employees of the state are eligible to
participate in the benefits contribution plan and contribute amount(s) by
agreement with the authority. The authority may adopt rules to permit
participation in the plan by temporary employees of the state.

(2) Persons eligible under subsection (1) of this section may enter into
benefits contribution agreements with the state.

(3)(2) In the initial year of the medical flexible spending arrangement or
cafeteria plan, if authorized, an eligible person may become a participant after
the adoption of the plan and before its effective date by agreeing to have a
portion of his or her gross salary contributed and deposited into a health care and
other benefits account to be used for reimbursement of expenses covered by the
plan.

(b) After the initial year of the medical flexible spending arrangement or
cafeteria plan, if authorized, an eligible person may become a participant for a
full plan year, with annual benefit selection for each new plan year made before
the beginning of the plan year, as determined by the authority, or upon becoming
eligible.

[2275]



Ch. 492 WASHINGTON LAWS, 2007

(c) Once an eligible person elects to participate and the amount of gross
salary that he or she shall contribute and the benefit for which the funds are to be
used during the plan year is determined, the agreement shall be irrevocable and
may not be amended during the plan year except as provided in (d) of this
subsection. Prior to making an election to participate in the ((benefitfs}))
benefits contribution plan, the eligible person shall be informed in writing of all
the benefits and contributions that will occur as a result of such election.

(d) The authority shall provide in the benefits contribution plan that a
participant may enroll, terminate, or change his or her election after the plan year
has begun if there is a significant change in a participant's status, as provided by
26 U.S.C. Sec. 125 and the regulations adopted under that section and defined by
the authority.

(4) The authority shall establish as part of the benefits contribution plan the
procedures for and effect of withdrawal from the plan by reason of retirement,
death, leave of absence, or termination of employment. To the extent possible
under federal law, the authority shall protect participants from forfeiture of rights
under the plan.

(5) Any contribution under the benefits contribution plan shall continue to
be included as reportable compensation for the purpose of computing the state
retirement and pension benefits earned by the employee pursuant to chapters
41.26,41.32,41.35,41.37, 41.40, and 43.43 RCW.

Sec. 7. RCW 41.24.400 and 1999 c 148 s 31 are each amended to read as
follows:

(1) Except as provided in subsection (2) of this section, any municipality
may make provision by appropriate legislation and payment of fees required by
RCW 41.24.030(1) solely for the purpose of enabling any reserve officer to
enroll under the retirement pension provisions of this chapter or fees required
under RCW 41.24.030(1) to pay for the costs of extending the relief provisions
of this chapter to its reserve officers.

(2) A reserve officer is not eligible to receive a benefit under the retirement
provisions of this chapter for service under chapter 41.26, 41.32, 41.35.41.37, or
41.40 RCW.

(3) Every municipality shall make provisions for the collection and payment
of the fees required under this chapter, and shall continue to make provisions for
all reserve officers who come under this chapter as long as they continue to be
employed as reserve officers.

(4) Except as provided under RCW 41.24.450, a reserve officer is not
eligible to receive a benefit under the relief provisions of this chapter.

Sec. 8. RCW 41.26.080 and 2000 2nd sp.s. ¢ 1 s 907 are each amended to
read as follows:

(1) Except as set forth under subsection (2) of this section, the total liability
of the plan 1 system shall be funded as follows:

(a) Every plan 1 member shall have deducted from each payroll a sum equal
to six percent of his or her basic salary for each pay period.

(b) Every employer shall contribute monthly a sum equal to six percent of
the basic salary of each plan 1 employee who is a member of this retirement
system. The employer shall transmit the employee and employer contributions
with a copy of the payroll to the retirement system monthly.
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(c) The remaining liabilities of the plan 1 system shall be funded as
provided in chapter 41.45 RCW.

(d) Every member shall be deemed to consent and agree to the contribution
made and provided for herein, and shall receipt in full for his or her salary or
compensation. Payment less said contributions shall be a complete discharge of
all claims and demands whatsoever for the services rendered by such person
during the period covered by such payments, except his or her claim to the
benefits to which he or she may be entitled under the provisions of this chapter.

(2) No employer or member contribution is required after June 30, 2000,
unless the most recent valuation study for law enforcement officers' and fire
fighters' retirement system plan 1 indicates the plan has unfunded liabilities. The
legislature clarifies the enactment of section 907, chapter 1, Laws of 2000 2nd
sp. sess. and affirms the suspension of employer and member contributions to
plan 1 of the law enforcement officers' and fire fighters' retirement system,
effective June 30, 2000, as provided in this subsection. The legislature intends
this 2007 amendment of this subsection to be curative. remedial, and
retrospectively applicable to June 30, 2000.

Sec. 9. RCW 41.26.195 and 2003 c 294 s 2 are each amended to read as
follows:

Any member of the teachers' retirement system plans 1, 2, or 3, the public
employees' retirement system plans 1, 2, or 3, the public safety employees'
retirement system plan 2, the school employees' retirement system plans 2 or 3,
or the Washington state patrol retirement system plans 1 or 2 who has previously
established service credit in the law enforcement officers' and fire fighters'
retirement system plan 1 may make an irrevocable election to have such service
transferred to their current retirement system and plan subject to the following
conditions:

(1) If the individual is employed by an employer in an eligible position, as
of July 1, 1997, the election to transfer service must be filed in writing with the
department no later than July 1, 1998. If the individual is not employed by an
employer in an eligible position, as of July 1, 1997, the election to transfer
service must be filed in writing with the department no later than one year from
the date they are employed by an employer in an eligible position.

(2) An individual transferring service under this section forfeits the rights to
all benefits as a member of the law enforcement officers' and fire fighters'
retirement system plan 1 and will be permanently excluded from membership.

(3) Any individual choosing to transfer service under this section will have
transferred to their current retirement system and plan: (a) All the individual's
accumulated contributions; (b) an amount sufficient to ensure that the employer
contribution rate in the individual's current system and plan will not increase due
to the transfer; and (c) all applicable months of service, as defined in RCW
41.26.030(14)(a).

(4) If an individual has withdrawn contributions from the law enforcement
officers' and fire fighters' retirement system plan 1, the individual may restore
the contributions, together with interest as determined by the director, and
recover the service represented by the contributions for the sole purpose of
transferring service under this section. The contributions must be restored
before the transfer can occur and the restoration must be completed within the
time limitations specified in subsection (1) of this section.
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(5) Any service transferred under this section does not apply to the
eligibility requirements for military service credit as defined in RCW
41.40.170(3) or 43.43.260(3).

(6) If an individual does not meet the time limitations of subsection (1) of
this section, the individual may elect to restore any withdrawn contributions and
transfer service under this section by paying the amount required under
subsection (3)(b) of this section less any employee contributions transferred.

Sec. 10. RCW 41.31A.020 and 2003 ¢ 294 s 4 are each amended to read as
follows:

(1) On January 1, 2004, and on January Ist of even-numbered years
thereafter, the member account of a person meeting the requirements of this
section shall be credited by the extraordinary investment gain amount.

(2) The following persons shall be eligible for the benefit provided in
subsection (1) of this section:

(a) Any member of the teachers' retirement system plan 3, the Washington
school employees' retirement system plan 3, or the public employees' retirement
system plan 3 who earned service credit during the twelve-month period from
September 1st to August 31st immediately preceding the distribution and had a
balance of at least one thousand dollars in their member account on August 31st
of the year immediately preceding the distribution; or

(b) Any person in receipt of a benefit pursuant to RCW 41.32.875,
41.35.680, or 41.40.820; or

(c) Any person who is a retiree pursuant to RCW 41.34.020(8) and who:

(1) Completed ten service credit years; or

(i1) Completed five service credit years, including twelve service months
after attaining age ((ffty-four)) forty-four; or

(d) Any teacher who is a retiree pursuant to RCW 41.34.020(8) and who has
completed five service credit years by July 1, 1996, under plan 2 and who
transferred to plan 3 under RCW 41.32.817; or

(e) Any classified employee who is a retiree pursuant to RCW 41.34.020(8)
and who has completed five service credit years by September 1, 2000, and who
transferred to plan 3 under RCW 41.35.510; or

(f) Any public employee who is a retiree pursuant to RCW 41.34.020(8) and
who has completed five service credit years by March 1, 2002, and who
transferred to plan 3 under RCW 41.40.795; or

(g) Any person who had a balance of at least one thousand dollars in their
member account on August 31st of the year immediately preceding the
distribution and who:

(i) Completed ten service credit years; or

(i) Completed five service credit years, including twelve service months
after attaining age ((fifey-feur)) forty-four; or

(h) Any teacher who had a balance of at least one thousand dollars in their
member account on August 31st of the year immediately preceding the
distribution and who has completed five service credit years by July 1, 1996,
under plan 2 and who transferred to plan 3 under RCW 41.32.817; or

(1) Any classified employee who had a balance of at least one thousand
dollars in their member account on August 31st of the year immediately
preceding the distribution and who has completed five service credit years by
September 1, 2000, and who transferred to plan 3 under RCW 41.35.510; or
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(j) Any public employee who had a balance of at least one thousand dollars
in their member account on August 31st of the year immediately preceding the
distribution and who has completed five service credit years by March 1, 2002,
and who transferred to plan 3 under RCW 41.40.795.

(3) The extraordinary investment gain amount shall be calculated as
follows:

(a) One-half of the sum of the value of the net assets held in trust for pension
benefits in the teachers' retirement system combined plan 2 and 3 fund, the
Washington school employees' retirement system combined plan 2 and 3 fund,
and the public employees' retirement system combined plan 2 and 3 fund at the
close of the previous state fiscal year not including the amount attributable to
member accounts;

(b) Multiplied by the amount which the compound average of investment
returns on those assets over the previous four state fiscal years exceeds ten
percent;

(c) Multiplied by the proportion of:

(i) The sum of the service credit on August 31st of the previous year of all
persons eligible for the benefit provided in subsection (1) of this section; to

(ii) The sum of the service credit on August 31st of the previous year of:

(A) All persons eligible for the benefit provided in subsection (1) of this
section;

(B) Any person who earned service credit in the teachers' retirement system
plan 2, the Washington school employees' retirement system plan 2, or the public
employees' retirement system plan 2 during the twelve-month period from
September 1st to August 31st immediately preceding the distribution;

(C) Any person in receipt of a benefit pursuant to RCW 41.32.765,
41.35.420, or 41.40.630; and

(D) Any person with five or more years of service in the teachers' retirement
system plan 2, the Washington school employees' retirement system plan 2, or
the public employees' retirement system plan 2;

(d) Divided proportionally among persons eligible for the benefit provided
in subsection (1) of this section on the basis of their service credit total on
August 31st of the previous year.

(4) The legislature reserves the right to amend or repeal this section in the
future and no member or beneficiary has a contractual right to receive this
distribution not granted prior to that time.

Sec. 11. RCW 41.37.010 and 2006 ¢ 309 s 2 are each amended to read as
follows:

The definitions in this section apply throughout this chapter, unless the
context clearly requires otherwise.

(1) "Retirement system" means the Washington public safety employees'
retirement system provided for in this chapter.

(2) "Department" means the department of retirement systems created in
chapter 41.50 RCW.

(3) "State treasurer” means the treasurer of the state of Washington.

(4) "Employer" means the Washington state department of corrections, the
Washington state parks and recreation commission, the Washington state
gambling commission, the Washington state patrol, and the Washington state
liquor control board; any county corrections department; any city corrections
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department not covered under chapter 41.28 RCW; or other employers
employing statewide elective officials.

(5) "Member" means any employee employed by an employer on a full-time
basis:

(a) Who is in a position that requires completion of a certified criminal
justice training course and is authorized by their employer to arrest, conduct
criminal investigations, enforce the criminal laws of the state of Washington, and
carry a firearm as part of the job;

(b) Whose primary responsibility is to ensure the custody and security of
incarcerated or probationary individuals as a corrections officer, probation
officer, or jailer;

(c) Who is a limited authority Washington peace officer, as defined in RCW
10.93.020, for an employer; or

(d) Whose primary responsibility is to supervise members eligible under
this subsection.

(6)(a) "Compensation earnable" for members, means salaries or wages
earned by a member during a payroll period for personal services, including
overtime payments, and shall include wages and salaries deferred under
provisions established pursuant to sections 403(b), 414(h), and 457 of the United
States internal revenue code, but shall exclude nonmoney maintenance
compensation and lump sum or other payments for deferred annual sick leave,
unused accumulated vacation, unused accumulated annual leave, or any form of
severance pay.

(b) "Compensation earnable" for members also includes the following
actual or imputed payments, which are not paid for personal services:

(1) Retroactive payments to an individual by an employer on reinstatement
of the employee in a position, or payments by an employer to an individual in
lieu of reinstatement, which are awarded or granted as the equivalent of the
salary or wage which the individual would have earned during a payroll period
shall be considered compensation earnable to the extent provided in this
subsection, and the individual shall receive the equivalent service credit;

(i1) In any year in which a member serves in the legislature, the member
shall have the option of having such member's compensation earnable be the
greater of:

(A) The compensation earnable the member would have received had such
member not served in the legislature; or

(B) Such member's actual compensation earnable received for
nonlegislative public employment and legislative service combined. Any
additional contributions to the retirement system required because compensation
carnable under (b)(ii)(A) of this subsection is greater than compensation
earnable under (b)(ii)(B) of this subsection shall be paid by the member for both
member and employer contributions;

(iii) Assault pay only as authorized by RCW 27.04.100, 72.01.045, and
72.09.240;

(iv) Compensation that a member would have received but for a disability
occurring in the line of duty only as authorized by RCW ((4-37670))
41.37.060;

(v) Compensation that a member receives due to participation in the leave
sharing program only as authorized by RCW 41.04.650 through 41.04.670; and
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(vi) Compensation that a member receives for being in standby status. For
the purposes of this section, a member is in standby status when not being paid
for time actually worked and the employer requires the member to be prepared
to report immediately for work, if the need arises, although the need may not
arise.

(7) "Service" means periods of employment by a member on or after July 1,
2006, for one or more employers for which compensation earnable is paid.
Compensation earnable earned for ninety or more hours in any calendar month
shall constitute one service credit month. Compensation earnable earned for at
least seventy hours but less than ninety hours in any calendar month shall
constitute one-half service credit month of service. Compensation earnable
earned for less than seventy hours in any calendar month shall constitute one-
quarter service credit month of service. Time spent in standby status, whether
compensated or not, is not service.

Any fraction of a year of service shall be taken into account in the
computation of such retirement allowance or benefits.

(a) Service in any state elective position shall be deemed to be full-time
service.

(b) A member shall receive a total of not more than twelve service credit
months of service for such calendar year. If an individual is employed in an
eligible position by one or more employers the individual shall receive no more
than one service credit month during any calendar month in which multiple
service for ninety or more hours is rendered.

(8) "Service credit year" means an accumulation of months of service credit
which is equal to one when divided by twelve.

(9) "Service credit month" means a month or an accumulation of months of
service credit which is equal to one.

(10) "Membership service" means all service rendered as a member.

(11) "Beneficiary" means any person in receipt of a retirement allowance or
other benefit provided by this chapter resulting from service rendered to an
employer by another person.

(12) "Regular interest" means such rate as the director may determine.

(13) "Accumulated contributions" means the sum of all contributions
standing to the credit of a member in the member's individual account, including
any amount paid under RCW 41.50.165(2), together with the regular interest
thereon.

(14) "Average final compensation” means the member's average
compensation earnable of the highest consecutive sixty months of service credit
months prior to such member's retirement, termination, or death. Periods
constituting authorized leaves of absence may not be used in the calculation of
average final compensation except under RCW 41.37.290.

(15) "Final compensation" means the annual rate of compensation earnable
by a member at the time of termination of employment.

(16) "Annuity" means payments for life derived from accumulated
contributions of a member. All annuities shall be paid in monthly installments.

(17) "Pension" means payments for life derived from contributions made by
the employer. All pensions shall be paid in monthly installments.

(18) "Retirement allowance" means monthly payments to a retiree or
beneficiary as provided in this chapter.
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(19) "Employee" or "employed" means a person who is providing services
for compensation to an employer, unless the person is free from the employer's
direction and control over the performance of work. The department shall adopt
rules and interpret this subsection consistent with common law.

(20) "Actuarial equivalent" means a benefit of equal value when computed
upon the basis of such mortality and other tables as may be adopted by the
director.

(21) "Retirement" means withdrawal from active service with a retirement
allowance as provided by this chapter.

(22) '"Eligible position" means any permanent, full-time(G—fuby
compensated)) position included in subsection (5) of this section.

(23) "Ineligible position" means any position which does not conform with
the requirements set forth in subsection (22) of this section.

(24) "Leave of absence" means the period of time a member is authorized
by the employer to be absent from service without being separated from
membership.

(25) "Retiree" means any person who has begun accruing a retirement
allowance or other benefit provided by this chapter resulting from service
rendered to an employer while a member.

(26) "Director" means the director of the department.

(27) "State elective position" means any position held by any person elected
or appointed to statewide office or elected or appointed as a member of the
legislature.

(28) "State actuary" or "actuary" means the person appointed pursuant to
RCW 44.44.010(2).

(29) "Plan" means the Washington public safety employees' retirement
system plan 2.

(30) "Index" means, for any calendar year, that year's annual average
consumer price index, Seattle, Washington area, for urban wage earners and
clerical workers, all items, compiled by the bureau of labor statistics, United
States department of labor.

(31) "Index A" means the index for the year prior to the determination of a
postretirement adjustment.

(32) "Index B" means the index for the year prior to index A.

(33) "Adjustment ratio" means the value of index A divided by index B.

(34) "Separation from service" occurs when a person has terminated all
employment with an employer.

Sec. 12. RCW 41.45.203 and 2006 ¢ 189 s 18 are each amended to read as
follows:

(1) The required employer contribution rate in support of teachers'
retirement system members employed as supreme court justices, court of appeals
judges, and superior court judges who elect to participate under RCW
41.32.584(1), or who are newly elected or appointed after January 1, 2007, shall
equal the teachers' retirement system employer contribution rate established
under this chapter.

(2) The required contribution rate for members of the teachers' retirement
system plan 1 employed as supreme court justices, court of appeals judges, and
superior court judges who elect to participate under RCW 41.32.584(1), or who
are newly elected or appointed after January 1, 2007, shall be the deductions
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established under RCW 41.50.235 plus ((six-and-twenty-six)) three and seventy-
six one-hundredths percent of pay.

NEW SECTION. Sec. 13. Section 10 of this act is null and void, if
legislation is enacted during 2007 repealing RCW 41.31A.020.

Passed by the Senate March 6, 2007.

Passed by the House April 21, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 493
[Senate Bill 6167]
PUBLIC RETIREMENT SYSTEMS—INTEREST

AN ACT Relating to clarifying the director's authority to determine interest in certain public
retirement systems; and adding a new section to chapter 41.50 RCW.

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

NEW SECTION. Sec. 1. A new section is added to chapter 41.50 RCW to
read as follows:

(1) The director shall determine when interest, if provided by a plan, shall
be credited to accounts in the public employees' retirement system, the teachers'
retirement system, the school employees' retirement system, the public safety
employees' retirement system, the law enforcement officers' and firefighters'
retirement system, or the Washington state patrol retirement system. The
amounts to be credited and the methods of doing so shall be at the director's
discretion, except that if interest is credited, it shall be done at least quarterly.

(2) Interest as determined by the director under this section is "regular
interest" as defined in RCW 41.40.010(15), 41.32.010(23), 41.35.010(12),
41.37.010(12), 41.26.030(23), and 43.43.120(8).

(3) The legislature affirms that the authority of the director under RCW
41.40.020 and 41.50.030 includes the authority and responsibility to establish
the amount and all conditions for regular interest, if any. The legislature intends
this act to be curative, remedial, and retrospectively applicable.

Passed by the Senate April 11, 2007.

Passed by the House April 19, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 494
[Second Substitute House Bill 1506]
ALTERNATIVE PUBLIC WORKS

AN ACT Relating to alternative public works; amending RCW 39.10.010, 39.10.020,
39.10.800, 39.10.810, 39.10.080, 39.10.070, 39.10.130, 39.10.120, 60.28.011, and 70.150.070;
reenacting and amending RCW 39.10.051 and 39.10.061; adding new sections to chapter 43.131
RCW; adding new sections to chapter 39.10 RCW; recodifying RCW 39.10.010, 39.10.020,
39.10.800, 39.10.810, 39.10.051, 39.10.080, 39.10.070, 39.10.061, 39.10.130, 39.10.100, 39.10.090,
39.10.120, 39.10.900, and 39.10.901; repealing RCW 39.10.902, 39.10.030, 39.10.040, 39.10.063,
39.10.065, 39.10.067, 39.10.068, 39.10.115, and 39.10.117; providing effective dates; and declaring
an emergency.
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Be it enacted by the Legislature of the State of Washington:

Sec. 1. RCW 39.10.010 and 1994 ¢ 132 s 1 are each amended to read as
follows:

The legislature finds that the traditional process of awarding public works
contracts in lump sum to the lowest responsible bidder is a fair and objective
method of selecting a contractor. However, under certain circumstances,
alternative public works contracting procedures may best serve the public
interest if such procedures are implemented in an open and fair process based on
objective and equitable criteria. The purpose of this chapter is to authorize the
use of certarn supplemental altematrve publlc works contractmg procedures ((by

0 anees)), to
prescrlbe approprlate requrrements to ensure that such contractmg procedures
serve the public interest, and to establish a process for evaluation of such
contracting procedures.

PART 1
GENERAL PROVISIONS

Sec. 101. RCW 39.10.020 and 2005 ¢ 469 s 3 are each amended to read as
follows:
Unless the context clearly requires otherwise, the definitions in this section
apply throughout this chapter.
(1) "Alternative public works contracting procedure" means the design-
build ((and—the)). general contractor/construction manager, and job order
contracting procedures authorized in RCW 39.10.051 ((and)), 39.10.061, and

39 10 130 (as recodlﬁed bV thrs act) respectlvely ((P—&bh&beehes—ehgﬂale—to

t-he—st—a%e—fefry—&ys%em—)) "Board" means the camtal Dl’O]eCtS adv1sorV rev1ew
board.

(3) ((“Publie-w
deﬁm&oﬂ—of—the—tema—pﬂbh&woﬂem%e\%)) "Commlttee means the
project review committee.
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(4) "Design-build procedure" means a contract between a public body and
another party in which the party agrees to both design and build the facility,
portion of the facility, or other item specified in the contract.

(5) "Total contract cost" means the fixed amount for the detailed specified
general conditions work, the negotiated maximum allowable construction cost,
and the percent fee on the negotiated maximum allowable construction cost.

6) "General contractor/construction manager" means a firm with which a
public body has selected and negotiated a maximum allowable construction cost
to provide services during the design phase and to act as construction manager
and general contractor during the construction phase.

(7) "Job order contract"” means a contract ((

)) in which the contractor
agrees to a fixed period, indefinite quantity delivery order contract which
provides for the use of negotiated, definitive work orders for public works as
defined in RCW 39.04.010.

((3))) (8) "Job order contractor" means a registered or licensed contractor
awarded a job order contract.

((66))) (9) "Maximum allowable construction cost” means the maximum
cost of the work to construct the project including a percentage for risk

contingency, negotiated support services, and approved change orders.
(10) "Negotiated support services" means items a general contractor would

normally manage or perform on a construction project including, but not limited
to surveying, hoisting, safety enforcement, provision of toilet facilities,
temporary heat, cleanup, and trash removal.

(11) "Percent fee" means the percentage amount to be earned by the general
contractor/construction manager as overhead and profit.

(12) "Public body" means any general or special purpose government,
including but not limited to state agencies, institutions of higher education,
counties, cities, towns, ports, school districts, and special purpose districts.

(13) "Certified public body" means a public body certified to use design-
build or general contractor/construction manager contracting procedures, or
both, under section 107 of this act.

(14) "Public works project" means any work for a public body within the
definition of "public work" in RCW 39.04.010.

15) "Total project cost" means the cost of the project less financing and
land acquisition costs.

(16) "Unit price book" means a book containing specific prices, based on
generally accepted industry standards and information, where available, for
various items of work to be performed by the job order contractor. The prices
may include: All the costs of materials; labor; equipment; overhead, including
bonding costs; and profit for performing the items of work. The unit prices for
labor must be at the rates in effect at the time the individual work order is issued.

() (17) "Work order" means an order issued for a definite scope of work
to be performed pursuant to a job order contract.

Sec. 102. RCW 39.10.800 and 2005 ¢ 377 s 1 are each amended to read as
follows:

(1) The ((eapital-—prejeets—advisory—review)) board is created in the

department of general administration to provide an evaluation of public capital
projects construction processes, including the impact of contracting methods on
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project outcomes, and to advise the legislature on policies related to
((elternative)) public works delivery methods.

(2)(a) The ((eapital-prejeets—advisery—review)) board shall consist of the
following members appointed by the governor: ((Onre)) Two representatives
from construction general contracting; one representative from the ((des-lg-n
industries)) architectural profession; one representative from the engineering
profession; two representatives from construction specialty subcontracting;
((ene)) two representatives from ((a)) construction trades labor organizations;
one representative from the office of minority and women's business enterprises;
one representative from a higher education institution; one representative from
the department of general administration; two representatives from private
industry; and one representative of a domestic insurer authorized to write surety
bonds for contractors in Washington state. All appointed members must be
((aetively—engaged—in—orautherized—to—use—alternative)) knowledgeable about
public works contracting procedures.

(b) ((we)) Three members shall be ((atlarge)) posmons representing
dlfferent local public owners((

)),_selected by the association of
Washington cities, the Washington state association of counties, and the
Washington public ports association, respectively.

(c) One member shall be a ((member—ef)) representative from the public
hospital districts ((prejeetreview-beard)), selected by ((that-beardwhe-shall-be
nenveting)) the association of Washington public hospital districts.

(d) One member shall be a ((member—ef-the)) representative from school
districts ((prejeet—review—beard)), selected by ((that—beard;,—whe—shall—be
nenveting)) the Washington state school directors' association.

(e) The ((adwviseryreview)) board shall include two members of the house of
representatives, one from each major caucus, appointed by the speaker of the
house of representatives, and two members of the senate, one from each major
caucus, appointed by the president of the senate. Legislative members are
nonvoting.

(3) Members selected under subsection (2)(a) of this section shall serve for
terms of four years, w1th the terms explrmg on June 30th on the fourth year of

eﬂe—tefm—))
(4) The ((eap%&al—p%ejeets—&dﬂsefy—feview)) board chair is selected from

among the appointed members by the majority vote of the voting members.

(5) Legislative members of the ((eapﬁal—pfejeets—&dwseiﬂy—fev-tew)) board

shall be reimbursed for travel expenses in accordance with RCW 44.04.120.

Nonleglslatlve members of the ((eap*t—a-l—pfejeets—&dﬂseiy—feﬂew)) board

(G :
e%efgam%&&eﬁ—)) Dr01ect review commlttee members and subcommlttee chalrs
shall be reimbursed for travel expenses as provided in RCW 43.03.050 and
43.03.060.

(6) If a vacancy occurs of the appointive members of the board, the
governor shall fill the vacancy for the unexpired term. Members of the board
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may be removed for malfeasance or misfeasance in office, upon specific written
charges by the governor, under chapter 34.05 RCW.

(7) The ((eapital-proejeets-adviseryreview)) board shall ((eenvene-as-seon-as

5 )) meet as often as necessary ((thereafter)).

(®) ((Gapﬁal—pfejeets—&dviseiﬂy—fewew)) Board members are expected to
consistently attend ((review)) board meetings. The chair of the ((eapital-prejeets
ﬂd—‘ﬁ-&eiﬁy—l‘eﬂew)) board may ask the governor to remove any member who
misses more than two meetings in any calendar year without cause.

(9) The department of general administration shall provide staff support as
may be required for the proper discharge of the function of the ((eapital-projeets
adviseryreview)) board.

(10) The ((eapital—prejeets—adwvisery—review)) board may establish
subcommittees as it desires and may invite nonmembers of the ((eapital-projeets
adviseryreview)) board to serve as committee members.

(11) The board shall encourage participation from persons and entities not

represented on the ((eapital-prejeets-adviseryreview)) board.

Sec. 103. RCW 39.10.810 and 2005 ¢ 377 s 2 are each amended to read as
follows:

The ((eapital-projeets-adviseryreview)) board has the following powers and

duties:

@9)) Develop and recommend to the leglslature pollcles to further enhance
the quality, efficiency, and accountability of capital construction projects
through the use of traditional and alternative delivery methods in Washington,
and make recommendations regarding expansion, continuation, elimination, or
modification of the alternative public works contracting methods;

(((4)) (2) Evaluate the use of existing contracting procedures and potential

future use of other alternative contracting procedures including competitive
negotiation contracts;

(3) Appoint members of the committee; and

(4) Develop and administer questionnaires designed to provide quantitative
and qualitative data on alternative public works contracting procedures on which
evaluations are based.

NEW_ SECTION. Sec. 104. PROJECT REVIEW COMMITTEE—
CREATED. (1) The board shall establish a project review committee to review
and approve public works projects using the design-build and general contractor/
construction manager contracting procedures authorized in RCW 39.10.051 and
39.10.061 (as recodified by this act) and to certify public bodies as provided in
section 107 of this act.

(2) The board shall, by a majority vote of the board, appoint persons to the
committee who are knowledgeable in the use of the design-build and general
contractor/construction manager contracting procedures. Appointments must
represent a balance among the industries and public owners on the board listed
in RCW 39.10.800 (as recodified by this act).
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(a) When making initial appointments to the committee, the board shall
consider for appointment former members of the school district project review
board and the public hospital district project review board.

(b) Each member of the committee shall be appointed for a term of three
years. However, for initial appointments, the board shall stagger the
appointment of committee members so that the first members are appointed to
serve terms of one, two, or three years from the date of appointment. Appointees
may be reappointed to serve more than one term.

(c) The committee shall, by a majority vote, elect a chair and vice-chair for
the committee.

(d) The committee chair may select a person or persons on a temporary
basis as a nonvoting member if project specific expertise is needed to assist in a
review.

(3) The chair of the committee, in consultation with the vice-chair, may
appoint one or more panels of at least six committee members to carry out the
duties of the committee. Each panel shall have balanced representation of the
private and public sector representatives serving on the committee.

(4) Any member of the committee directly or indirectly affiliated with a
submittal before the committee must recuse himself or herself from the
committee consideration of that submittal.

(5) Any person who sits on the committee or panel is not precluded from
subsequently bidding on or participating in projects that have been reviewed by
the committee.

(6) The committee shall meet as often as necessary to ensure that
certification and approvals are completed in a timely manner.

NEW SECTION. Sec. 105. PROJECT REVIEW COMMITTEE DUTIES.
The committee shall:

(1) Certify, or recertify, public bodies for a period of three years to use the
design-build or general contractor/construction manager, or both, contracting
procedures for projects with a total project cost of ten million dollars or more;

(2) Review and approve the use of the design-build or general contractor/
construction manager contracting procedures on a project by project basis for
public bodies that are not certified under section 107 of this act; and

(3) Review and approve the use of the general contractor/construction
manager contracting procedure by certified public bodies for projects with a total
project cost under ten million dollars.

NEW__SECTION. Sec. 106. PROJECT REVIEW COMMITTEE
MEETINGS—OPEN AND PUBLIC. (1) The committee shall hold regular
public meetings to carry out its duties as described in section 105 of this act.
Committee meetings are subject to chapter 42.30 RCW.

(2) The committee shall publish notice of its public meetings at least twenty
days before the meeting in a legal newspaper circulated in the area where the
public body seeking certification is located, or where each of the proposed
projects under consideration will be constructed. All meeting notices must be
posted on the committee's web site.

(3) The meeting notice must identify the public body that is seeking
certification or project approval, and where applicable, a description of projects
to be considered at the meeting. The notice must indicate when, where, and how
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the public may present comments regarding the committee's certification of a
public body or approval of a project. Information submitted by a public body to
be reviewed at the meeting shall be available on the committee's web site at the
time the notice is published.

(4) The committee must allow for public comment on the appropriateness of
certification of a public body or on the appropriateness of the use of the
proposed contracting procedure and the qualifications of a public body to use the
contracting procedure. The committee shall receive and record both written and
oral comments at the public hearing.

NEW _ SECTION. Sec. 107. PROJECT REVIEW COMMITTEE—
CERTIFICATION OF PUBLIC BODIES. (1) A public body may apply for
certification to use the design-build or general contractor/construction manager
contracting procedure, or both. Once certified, a public body may use the
contracting procedure for which it is certified on individual projects with a total
project cost over ten million dollars without seeking committee approval. The
certification period is three years. A public body seeking certification must
submit to the committee an application in a format and manner as prescribed by
the committee. The application must include a description of the public body's
qualifications, its capital plan during the certification period, and its intended use
of alternative contracting procedures.

(2) To certify a public body, the committee shall determine that the public
body:

(a) Has the necessary experience and qualifications to determine which
projects are appropriate for using alternative contracting procedures;

(b) Has the necessary experience and qualifications to carry out the
alternative contracting procedure including, but not limited to: (i) Project
delivery knowledge and experience; (ii) personnel with appropriate construction
experience; (iii) a management plan and rationale for its alternative public works
projects; (iv) demonstrated success in managing public works projects; (v)
demonstrated success in managing at least one general contractor/construction
manager or design-build project within the previous five years; (vi) the ability to
properly manage its capital facilities plan including, but not limited to,
appropriate project planning and budgeting experience; and (vii) the ability to
meet requirements of this chapter; and

(c) Has resolved any audit findings on previous public works projects in a
manner satisfactory to the committee.

(3) The committee shall, if practicable, make its determination at the public
meeting during which an application for certification is reviewed. Public
comments must be considered before a determination is made. Within ten
business days of the public meeting, the committee shall provide a written
determination to the public body, and make its determination available to the
public on the committee's web site.

(4) The committee may revoke any public body's certification upon a
finding, after a public hearing, that its use of design-build or general contractor/
construction manager contracting procedures no longer serves the public
interest.

(5) The committee may renew the certification of a public body for one
additional three-year period. The public body must submit an application for
recertification at least three months before the initial certification expires. The
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application shall include updated information on the public body's capital plan
for the next three years, its intended use of the procedures, and any other
information requested by the committee. The committee must review the
application for recertification at a meeting held before expiration of the
applicant's initial certification period. A public body must reapply for
certification under the process described in subsection (1) of this section once
the period of recertification expires.

(6) Certified public bodies must submit project data information as required
in RCW 39.10.070 (as recodified by this act) and section 302 of this act.

NEW _SECTION. Sec. 108. PROJECT REVIEW COMMITTEE—
PROJECT APPROVAL PROCESS. (1) A public body not certified under
section 107 of this act must apply for approval from the committee to use the
design-build or general contractor/construction manager contracting procedure
on a project. A public body seeking approval must submit to the committee an
application in a format and manner as prescribed by the committee. The
application must include a description of the public body's qualifications, a
description of the project, and its intended use of alternative contracting
procedures.

(2) To approve a proposed project, the committee shall determine that:

(a) The alternative contracting procedure will provide a substantial fiscal
benefit or the use of the traditional method of awarding contracts in lump sum to
the low responsive bidder is not practical for meeting desired quality standards
or delivery schedules;

(b) The proposed project meets the requirements for using the alternative
contracting procedure as described in section 201 or 301 of this act;

(c) The public body has the necessary experience or qualified team to carry
out the alternative contracting procedure including, but not limited to: (i) Project
delivery knowledge and experience; (ii) sufficient personnel with construction
experience to administer the contract; (iii) a written management plan that shows
clear and logical lines of authority; (iv) the necessary and appropriate funding
and time to properly manage the job and complete the project; (v) continuity of
project management team, including personnel with experience managing
projects of similar scope and size to the project being proposed; and (vi)
necessary and appropriate construction budget;

(d) For design-build projects, construction personnel independent of the
design-build team are knowledgeable in the design-build process and are able to
oversee and administer the contract; and

(¢) The public body has resolved any audit findings related to previous
public works projects in a manner satisfactory to the committee.

(3) The committee shall, if practicable, make its determination at the public
meeting during which a submittal is reviewed. Public comments must be
considered before a determination is made.

(4) Within ten business days after the public meeting, the committee shall
provide a written determination to the public body, and make its determination
available to the public on the committee's web site. If the committee fails to
make a written determination within ten business days of the public meeting, the
request of the public body to use the alternative contracting procedure on the
requested project shall be deemed approved.
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(5) The requirements of subsection (1) of this section also apply to certified
public bodies secking to use the general contractor/construction manager
contracting procedure on projects with a total project cost of less than ten million
dollars.

(6) Failure of the committee to meet within sixty calendar days of a public
body's application to use an alternative contracting procedure on a project shall
be deemed an approval of the application.

NEW SECTION. Sec. 109. APPEAL PROCESS. Final determinations by
the committee may be appealed to the board within seven days by the public
body or by an interested party. A written notice of an appeal must be provided to
the committee and, as applicable, to the public body. The board shall resolve an
appeal within forty-five days of receipt of the appeal and shall send a written
determination of its decision to the party making the appeal and to the
appropriate public body, as applicable. The public body shall comply with the
determination of the board.

PART 2
DESIGN-BUILD

Sec. 201. RCW 39.10.051 and 2003 ¢ 352 s 2 and 2003 ¢ 300 s 4 are each
reenacted and amended to read as follows:

(1)( R .‘-3‘!.~,;-~ -;'

iert)) Subject to the process in

section 107 or 108 of this act, public bodies may utilize the design-build
procedure for public works projects ((alted)) in which the total project cost is
over ten million dollars and where:

(a) The design and construction activities ((er)), technologies, or schedule to
be used are highly specialized and a design-build approach is critical in
developing the construction methodology or implementing the proposed
technology; or

(b) The project design is repetitive in nature and is an incidental part of the
installation or construction; or
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(c) Regular interaction with and feedback from facilities users and operators
during design is not critical to an effective facility design.

(2) Subject to the process in section 107 or 108 of this act, public bodies
may use the design-build procedure for parking garages, regardless of cost.

(3) (Publie-bodies-autherizedunder-this-section-may-alse-use)) The design-

build procedure also may be used for the ((feHewing projeects—that-meetthe
erttertat-stbseetton{ 2D b)yand(e)-of thisseetion:

fa)—The)) construction or erection of preengineered metal buildings or
prefabricated modular buildings, regardless of cost((;-er
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subject to approval bV the commlttee

(4) Except for utility projects, the design-build procedure may not be used to

procure operations and maintenance services for a period longer than three
years. State agency projects that propose to use the design-build-operate-
maintain procedure shall submit cost estimates for the construction portion of
the project consistent with the office of financial management's capital budget

requirements. Operations and maintenance costs must be shown separately and
must not be included as part of the capital budget request.

Sec. 202. RCW 39.10.080 and 1994 ¢ 132 s 8 are each amended to read as
follows:

Notwithstanding the provisions of RCW 39.04.015, a public body using the
design-build contracting procedure is authorized to negotiate an adjustment to
the lowest bid or proposal price for a public works project ((awarded—under
REW-3910-050-and—39-10:060)) based upon agreed changes to the contract
plans and specifications under the following conditions:

(1) All responsive bids or proposal prices exceed the available funds, as
certified by an appropriate fiscal officer;

(2) The apparent low-responsive bid or proposal does not exceed the
available funds by the greater of one hundred twenty-five thousand dollars or
two percent for projects valued over ten million dollars; and

(3) The negotiated adjustment will bring the bid or proposal price within the
amount of available funds.

Sec. 203. RCW 39.10.070 and 1994 c 132 s 7 are each amended to read as
follows:
(1) A public body utilizing the ((alternative—publie—-werks)) design-build
contracting procedure((s-autherized-under REW-39-10-050-and-39-10-060)) shall
provide for:
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€e))) Reasonable budget contingencies totaling not less than five percent of
the anticipated contract value;

€e))) (b) Employment of staff or consultants with expertise and prior
experience in the management of comparable projects; ((and

6)) (c) Contract documents that include alternative dispute resolution
procedures to be attempted prior to the initiation of litigation;

(d) Submission of project information, as required by the board; and

(e) Contract documents that require the contractor, subcontractors, and
designers to submit project information required by the board.

(2) A public body utilizing the ((alternative—publie—werks)) design-build
contracting procedure((s—ander REW-39-10-050-and39-10-060)) may provide
incentive payments to contractors for early completion, cost savings, or other
goals if such payments are identified in the request for proposals.

NEW SECTION. Sec. 204. DESIGN-BUILD CONTRACT AWARD. (1)
Contracts for design-build services shall be awarded through a competitive
process using public solicitation of proposals for design-build services. The
public body shall publish at least once in a legal newspaper of general
circulation published in, or as near as possible to, that part of the county in which
the public work will be done, a notice of its request for qualifications from
proposers for design-build services, and the availability and location of the
request for proposal documents. The request for qualifications documents shall
include:

(a) A general description of the project that provides sufficient information
for proposers to submit qualifications;

(b) The reasons for using the design-build procedure;

(c) A description of the qualifications to be required of the proposer
including, but not limited to, submission of the proposer's accident prevention
program;

(d) A description of the process the public body will use to evaluate
qualifications and finalists' proposals, including evaluation factors and the
relative weight of factors and any specific forms to be used by the proposers;

(i) Evaluation factors for request for qualifications shall include, but not be
limited to, technical qualifications, such as specialized experience and technical
competence; capability to perform; past performance of the proposers' team,
including the architect-engineer and construction members; and other
appropriate factors. Cost or price-related factors are not permitted in the request
for qualifications phase;

(i) Evaluation factors for finalists' proposals shall include, but not be
limited to, the factors listed in (d)(i) of this subsection, as well as technical
approach design concept; proposal price; ability of professional personnel; past
performance on similar projects; ability to meet time and budget requirements;
ability to provide a performance and payment bond for the project; recent,
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current, and projected work loads of the firm; and location. Alternatively, if the
public body determines that all finalists will be capable of producing a design
that adequately meets project requirements, the public body may award the
contract to the firm that submits the responsive proposal with the lowest price;

(e) The form of the contract to be awarded,

(f) The amount to be paid to finalists submitting responsive proposals and
who are not awarded a design-build contract;

(g) The schedule for the procurement process and the project; and

(h) Other information relevant to the project.

(2) The public body shall establish an evaluation committee to evaluate the
responses to the request for qualifications based on the factors, weighting, and
process identified in the request for qualifications. Based on the evaluation
committee's findings, the public body shall select not more than five responsive
and responsible finalists to submit proposals. The public body may, in its sole
discretion, reject all proposals and shall provide its reasons for rejection in
writing to all proposers.

(3) Upon selection of the finalists, the public body shall issue a request for
proposals to the finalists, which shall provide the following information:

(a) A detailed description of the project including programmatic,
performance, and technical requirements and specifications; functional and
operational elements; minimum and maximum net and gross areas of any
building; and, at the discretion of the public body, preliminary engineering and
architectural drawings; and

(b) The target budget for the design-build portion of the project.

(4) The public body shall establish an evaluation committee to evaluate the
proposals submitted by the finalists. Design-build contracts shall be awarded
using the procedures in (a) or (b) of this subsection. The public body must
identify in the request for qualifications which procedure will be used.

(a) The finalists' proposals shall be evaluated and scored based on the
factors, weighting, and process identified in the initial request for qualifications
and in any addenda published by the public body. Public bodies may request
best and final proposals from finalists. The public body shall initiate
negotiations with the firm submitting the highest scored proposal. If the public
body is unable to execute a contract with the firm submitting the highest scored
proposal, negotiations with that firm may be suspended or terminated and the
public body may proceed to negotiate with the next highest scored firm. Public
bodies shall continue in accordance with this procedure until a contract
agreement is reached or the selection process is terminated.

(b) If the public body determines that all finalists are capable of producing a
design that adequately meets project requirements, the public body may award
the contract to the firm that submits the responsive proposal with the lowest
price.

(5) The firm awarded the contract shall provide a performance and payment
bond for the contracted amount. The public body shall provide appropriate
honorarium payments to finalists submitting best and final proposals that are not
awarded a design-build contract. Honorarium payments shall be sufficient to
generate meaningful competition among potential proposers on design-build
projects. In determining the amount of the honorarium, the public body shall
consider the level of effort required to meet the selection criteria.
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PART 3
GENERAL CONTRACTOR/CONSTRUCTION MANAGER

Sec. 301. RCW 39.10.061 and 2003 ¢ 352 s 3 and 2003 ¢ 300 s 5 are each

hespital-distriet projeetreviewbeard)) Subject to the process in section 107 or
108 of this act, public bodies ((autherized-under—this-seetien)) may utilize the
general contractor/construction manager procedure for public works projects
((valaed-over-tenmillion-delars)) where:

(((a))) (1) Implementation of the project involves complex scheduling

((reeuirements)), phasing, or coordination; ((er

b)) (2) The project involves construction at an ((existing)) occupied
facility which must continue to operate during construction; ((er

€e))) (3) The involvement of the general contractor/construction manager
during the design stage is critical to the success of the project((=
D 1 10 " N
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(4) The project encompasses a complex or technical work environment; or

(5) The project requires specialized work on a building that has historic
significance.

NEW_SECTION. Sec. 302. PROJECT MANAGEMENT AND
CONTRACTING REQUIREMENTS. (1) A public body using the general
contractor/construction manager contracting procedure shall provide for:

(a) The preparation of appropriate, complete, and coordinated design
documents;

(b) Confirmation that a constructability analysis of the design documents
has been performed prior to solicitation of a subcontract bid package;

(c) Reasonable budget contingencies totaling not less than five percent of
the anticipated contract value;

(d) To the extent appropriate, on-site architectural or engineering
representatives during major construction or installation phases;

(e) Employment of staff or consultants with expertise and prior experience
in the management of comparable projects, critical path method schedule review
and analysis, and the administration, pricing, and negotiation of change orders;

(f) Contract documents that include alternative dispute resolution
procedures to be attempted before the initiation of litigation;

(g) Contract documents that: (i) Obligate the public owner to accept or
reject a request for equitable adjustment, change order, or claim within a
specified time period but no later than sixty calendar days after the receipt by the
public body of related documentation; and (ii) provide that if the public owner
does not respond in writing to a request for equitable adjustment, change order,
or claim within the specified time period, the request is deemed denied;

(h) Submission of project information, as required by the board; and

(1) Contract documents that require the contractor, subcontractors, and
designers to submit project information required by the board.

(2) A public body using the general contractor/construction manager
contracting procedure may include an incentive clause for early completion, cost
savings, or other performance goals if such incentives are identified in the
request for proposals. No incentives granted may exceed five percent of the
maximum allowable construction cost. No incentives may be paid from any
contingency fund established for coordination of the construction documents or
coordination of the work.

(3) If the construction is completed for less than the maximum allowable
construction cost, any savings not otherwise negotiated as part of an incentive
clause shall accrue to the public body. If the construction is completed for more
than the maximum allowable construction cost, the additional cost is the
responsibility of the general contractor/construction manager.

(4) If the public body and the general contractor/construction manager
agree, in writing, on a price for additional work, the public body must issue a
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change order within thirty days of the written agreement. If the public body does
not issue a change order within the thirty days, interest shall accrue on the dollar
amount of the additional work satisfactorily completed until a change order is
issued. The public body shall pay this interest at a rate of one percent per month.

NEW SECTION. Sec. 303. CONTRACT AWARD. (1) Public bodies
should select general contractor/construction managers early in the life of public
works projects, and in most situations no later than the completion of schematic
design.

(2) Contracts for the services of a general contractor/ construction manager
under this section shall be awarded through a competitive process requiring the
public solicitation of proposals for general contractor/construction manager
services. The public solicitation of proposals shall include:

(a) A description of the project, including programmatic, performance, and
technical requirements and specifications when available;

(b) The reasons for using the general contractor/construction manager
procedure;

(c) A description of the qualifications to be required of the firm, including
submission of the firm's accident prevention program;

(d) A description of the process the public body will use to evaluate
qualifications and proposals, including evaluation factors and the relative weight
of factors;

(e) The form of the contract, including any contract for preconstruction
services, to be awarded,;

(f) The estimated maximum allowable construction cost; and

(g) The bid instructions to be used by the general contractor/ construction
manager finalists.

(3) Evaluation factors for selection of the general contractor/construction
shall include, but not be limited to:

(a) Ability of the firm's professional personnel;

(b) The firm's past performance in negotiated and complex projects;

(c) The firm's ability to meet time and budget requirements;

(d) The scope of work the firm proposes to self-perform and its ability to
perform that work;

(e) The firm's proximity to the project location;

(f) Recent, current, and projected work loads of the firm; and

(g) The firm's approach to executing the project.

(4) A public body shall establish a committee to evaluate the proposals.
After the committee has selected the most qualified finalists, these finalists shall
submit final proposals, including sealed bids for the percent fee on the estimated
maximum allowable construction cost and the fixed amount for the general
conditions work specified in the request for proposal. The public body shall
select the firm submitting the highest scored final proposal using the evaluation
factors and the relative weight of factors published in the public solicitation of
proposals. A public body shall not evaluate or disqualify a proposal based on the
terms of a collective bargaining agreement.

(5) Public bodies may contract with the selected firm to provide services
during the design phase that may include life-cycle cost design considerations,
value engineering, scheduling, cost estimating, constructability, alternative
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construction options for cost savings, and sequencing of work, and to act as the
construction manager and general contractor during the construction phase.

NEW _ SECTION. Sec. 304. MAXIMUM  ALLOWABLE
CONSTRUCTION COST. (1) The maximum allowable construction cost shall
be used to establish a total contract cost for which the general contractor/
construction manager shall provide a performance and payment bond. The
maximum allowable construction cost shall be negotiated between the public
body and the selected firm when the construction documents and specifications
are at least ninety percent complete.

(2) Major bid packages may be bid in accordance with section 305 of this
act before agreement on the maximum allowable construction cost between the
public body and the selected general contractor/construction manager. The
general contractor/construction manager may issue an intent to award to the
responsible bidder submitting the lowest responsive bid.

(3) The public body may, at its option, authorize the general contractor/
construction manager to proceed with the bidding and award of bid packages
and construction before receipt of complete project plans and specifications.
Any contracts awarded under this subsection shall be incorporated in the
negotiated maximum allowable construction cost.

(4) The total contract cost includes the fixed amount for the detailed
specified general conditions work, the negotiated maximum allowable
construction cost, the negotiated support services, and the percent fee on the
negotiated maximum allowable construction cost. Negotiated support services
may be included in the specified general conditions at the discretion of the
public body.

(5) If the public body is unable to negotiate a satisfactory maximum
allowable construction cost with the firm selected that the public body
determines to be fair, reasonable, and within the available funds, negotiations
with that firm shall be formally terminated and the public body shall negotiate
with the next highest scored firm and continue until an agreement is reached or
the process is terminated.

(6) If the maximum allowable construction cost varies more than fifteen
percent from the bid estimated maximum allowable construction cost due to
requested and approved changes in the scope by the public body, the percent fee
shall be renegotiated.

NEW SECTION. Sec. 305. SUBCONTRACT BIDDING PROCEDURE.
(1) All subcontract work and equipment and material purchases shall be
competitively bid with public bid openings. Subcontract bid packages and
equipment and materials purchases shall be awarded to the responsible bidder
submitting the lowest responsive bid. In preparing subcontract bid packages, the
general contractor/construction manager shall not be required to violate or waive
terms of a collective bargaining agreement.

(2) All subcontract bid packages in which bidder eligibility was not
determined in advance shall include the specific objective criteria that will be
used by the general contractor/construction manager and the public body to
evaluate bidder responsibility. If the lowest bidder submitting a responsive bid
is determined by the general contractor/construction manager and the public
body not to be responsible, the general contractor/construction manager and the
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public body must provide written documentation to that bidder explaining their
intent to reject the bidder as not responsible and afford the bidder the opportunity
to establish that it is a responsible bidder. Responsibility shall be determined in
accordance with criteria listed in the bid documents. Protests concerning bidder
responsibility determination by the general contractor/construction manager and
the public body shall be in accordance with subsection (4) of this section.

(3) All subcontractors who bid work over three hundred thousand dollars
shall post a bid bond. All subcontractors who are awarded a contract over three
hundred thousand dollars shall provide a performance and payment bond for the
contract amount. All other subcontractors shall provide a performance and
payment bond if required by the general contractor/construction manager.

(4) If the general contractor/construction manager receives a written protest
from a subcontractor bidder or an equipment or material supplier, the general
contractor/construction manager shall not execute a contract for the subcontract
bid package or equipment or material purchase order with anyone other than the
protesting bidder without first providing at least two full business days' written
notice to all bidders of the intent to execute a contract for the subcontract bid
package. The protesting bidder must submit written notice of its protest no later
than two full business days following the bid opening. Intermediate Saturdays,
Sundays, and legal holidays are not counted.

(5) A low bidder who claims error and fails to enter into a contract is
prohibited from bidding on the same project if a second or subsequent call for
bids is made for the project.

(6) The general contractor/construction manager may negotiate with the
lowest responsible and responsive bidder to negotiate an adjustment to the
lowest bid or proposal price based upon agreed changes to the contract plans and
specifications under the following conditions:

(a) All responsive bids or proposal prices exceed the available funds, as
certified by an appropriate fiscal officer;

(b) The apparent low responsive bid or proposal does not exceed the
available funds by the greater of one hundred twenty-five thousand dollars or
two percent for projects valued over ten million dollars; and

(¢) The negotiated adjustment will bring the bid or proposal price within the
amount of available funds.

(7) If the negotiation is unsuccessful, the subcontract work or equipment or
material purchases must be rebid.

(8) The general contractor/construction manager must provide a written
explanation if all bids are rejected.

NEW  SECTION. Sec. 306. GENERAL CONTRACTOR/
CONSTRUCTION MANAGER SELF PERFORMANCE OF
SUBCONTRACT WORK. (1) Except as provided in this section, bidding on
subcontract work or for the supply of equipment or materials by the general
contractor/construction manager or its subsidiaries is prohibited.

(2) The general contractor/construction manager, or its subsidiaries, may bid
on subcontract work or for the supply of equipment or materials if:

(a) The work within the subcontract bid package or equipment or materials
is customarily performed or supplied by the general contractor/construction
manager;
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(b) The bid opening is managed by the public body and is in compliance
with section 305 of this act; and

(c) Notification of the general contractor/construction manager's intention to
bid is included in the public solicitation of bids for the bid package or for the
equipment or materials.

(3) In no event may the general contractor/construction manager or its
subsidiaries purchase equipment or materials for assignment to subcontract bid
package bidders for installation or warranty. The value of subcontract work
performed and equipment and materials supplied by the general contractor/
construction manager may not exceed thirty percent of the negotiated maximum
allowable construction cost. Negotiated support services performed by the
general contractor/construction manager shall not be considered subcontract
work for purposes of this subsection.

NEW SECTION. Sec. 307. PREBID DETERMINATION OF
SUBCONTRACTOR ELIGIBILITY. (1) If determination of subcontractor
eligibility prior to seeking bids is in the best interest of the project and critical to
the successful completion of a subcontract bid package, the general contractor/
construction manager and the public body may determine subcontractor
eligibility to bid. The general contractor/construction manager and the public
body must:

(a) Conduct a hearing and provide an opportunity for any interested party to
submit written and verbal comments regarding the justification for conducting
bidder eligibility, the evaluation criteria, and weights for each criteria and
subcriteria;

(b) Publish a notice of intent to evaluate and determine bidder eligibility in a
legal newspaper published in or as near as possible to that part of the county
where the public work will be constructed at least fourteen calendar days before
conducting a public hearing;

(c) Ensure the public hearing notice includes the date, time, and location of
the hearing, a statement justifying the basis and need for performing eligibility
analysis before bid opening, and specific eligibility criteria and applicable
weights given to each criteria and subcriteria that will be used during evaluation;

(d) After the public hearing, consider written and verbal comments received
and determine if establishing bidder eligibility in advance of seeking bids is in
the best interests of the project and critical to the successful completion of a
subcontract bid package; and

(e) Issue a written final determination to all interested parties. All protests
of the decision to establish bidder eligibility before issuing a subcontractor bid
package must be filed with the superior court within seven calendar days of the
final determination. Any modifications to the eligibility criteria and weights
shall be based on comments received during the public hearing process and shall
be included in the final determination.

(2) Determinations of bidder eligibility shall be in accordance with the
evaluation criteria and weights for each criteria established in the final
determination and shall be provided to interested persons upon request. Any
potential bidder determined not to meet eligibility criteria must be afforded the
opportunity to establish its eligibility. Protests concerning bidder eligibility
determinations shall be in accordance with subsection (1) of this section.
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NEW SECTION. Sec. 308. SUBCONTRACT AGREEMENTS.
Subcontract agreements used by the general contractor/construction manager
shall not:

(1) Delegate, restrict, or assign the general contractor/construction
manager's implied duty not to hinder or delay the subcontractor. Nothing in this
subsection (1) prohibits the general contractor/construction manager from
requiring subcontractors not to hinder or delay the work of the general
contractor/construction manager or other subcontractors and to hold
subcontractors responsible for such damages;

(2) Delegate, restrict, or assign the general contractor/construction
manager's authority to resolve subcontractor conflicts. The general contractor/
construction manager may delegate or assign coordination of specific elements
of the work, including: (a) The coordination of shop drawings among
subcontractors; (b) the coordination among subcontractors in ceiling spaces and
mechanical rooms; and (c) the coordination of a subcontractor's lower tier
subcontractors. Nothing in this subsection prohibits the general contractor/
construction manager from imposing a duty on its subcontractors to cooperate
with the general contractor/construction manager and other subcontractors in the
coordination of the work;

(3) Restrict the subcontractor's right to damages for changes to the
construction schedule or work to the extent that the delay or disruption is caused
by the general contractor/construction manager or entities acting for it. The
general contractor/construction manager may require the subcontractor to
provide notice that rescheduling or resequencing will result in delays or
additional costs;

(4) Require the subcontractor to bear the cost of trade damage repair except
to the extent the subcontractor is responsible for the damage. Nothing in this
subsection (4) precludes the general contractor/construction manager from
requiring the subcontractor to take reasonable steps to protect the subcontractor's
work from trade damage; or

(5) Require the subcontractor to execute progress payment applications that
waive claims for additional time or compensation or bond or retainage rights as a
condition of receipt of progress payment, except to the extent the subcontractor
has received or will receive payment. Nothing in this section precludes the
general contractor/construction manager from requiring the subcontractor to
provide notice of claims for additional time or compensation as a condition
precedent to right of recovery or to execute a full and final release, including a
waiver of bond and retainage rights, as a condition of final payment.

PART 4
JOB ORDER CONTRACTING

Sec. 401. RCW 39.10.130 and 2003 ¢ 301 s 1 are each amended to read as
follows:
(1) The following public bodies are authorized to use the job order
contracting procedure:

(a) The department of general administration;
(b) The University of Washington;
(c) Washington State University:;
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(d) Every city with a population greater than seventy thousand and any
public authority chartered by such city under RCW 35.21.730 through
35.21.755:

(e) Every county with a population greater than four hundred fifty thousand;

(f) Every port district with total revenues greater than fifteen million dollars
per year;

(g) Every public utility district with revenues from energy sales greater than
twenty-three million dollars per year;

(h) Every school district; and

(i) The state ferry system.

2) The department of general administration may issue job order contract

work orders for Washington state parks department projects.
(3) Public bodies may use a job order contract for public works projects

when((z

)) a determination is made that the use of job
order contracts will benefit the public by providing an effective means of
reducing the total lead-time and cost for the construction of public works
projects ((ex)) for repair and renovation required at public facilities through the
use of unit price books and work orders by eliminating time-consuming, costly
aspects of the traditional public works process, which require separate
contracting actions for each small project((3
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NEW_SECTION. Sec. 402. CONTRACT AWARD. (1) Job order

contracts shall be awarded through a competitive process using public requests
for proposals.

(2) The public body shall make an effort to solicit proposals from certified
minority or certified woman-owned contractors to the extent permitted by the
Washington state civil rights act, RCW 49.60.400.

(3) The public body shall publish, at least once in a statewide publication
and legal newspaper of general circulation published in every county in which
the public works project is anticipated, a request for proposals for job order
contracts and the availability and location of the request for proposal documents.
The public body shall ensure that the request for proposal documents at a
minimum includes:

(a) A detailed description of the scope of the job order contract including
performance, technical requirements and specifications, functional and
operational elements, minimum and maximum work order amounts, duration of
the contract, and options to extend the job order contract;

(b) The reasons for using job order contracts;

(c) A description of the qualifications required of the proposer;

(d) The identity of the specific unit price book to be used;

(e) The minimum contracted amount committed to the selected job order
contractor;
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(f) A description of the process the public body will use to evaluate
qualifications and proposals, including evaluation factors and the relative weight
of factors. The public body shall ensure that evaluation factors include, but are
not limited to, proposal price and the ability of the proposer to perform the job
order contract. In evaluating the ability of the proposer to perform the job order
contract, the public body may consider: The ability of the professional
personnel who will work on the job order contract; past performance on similar
contracts; ability to meet time and budget requirements; ability to provide a
performance and payment bond for the job order contract; recent, current, and
projected work loads of the proposer; location; and the concept of the proposal;

(g) The form of the contract to be awarded;

(h) The method for pricing renewals of or extensions to the job order
contract;

(1) A notice that the proposals are subject to RCW 39.10.100 (as recodified
by this act); and

(j) Other information relevant to the project.

(4) A public body shall establish a committee to evaluate the proposals.
After the committee has selected the most qualified finalists, the finalists shall
submit final proposals, including sealed bids based upon the identified unit price
book. Such bids may be in the form of coefficient markups from listed price
book costs. The public body shall award the contract to the firm submitting the
highest scored final proposal using the evaluation factors and the relative weight
of factors published in the public request for proposals and will notify the board
of the award of the contract.

(5) The public body shall provide a protest period of at least ten business
days following the day of the announcement of the apparent successful proposal
to allow a protester to file a detailed statement of the grounds of the protest. The
public body shall promptly make a determination on the merits of the protest and
provide to all proposers a written decision of denial or acceptance of the protest.
The public body shall not execute the contract until two business days following
the public body's decision on the protest.

(6) The requirements of RCW 39.30.060 do not apply to requests for
proposals for job order contracts.

NEW _ SECTION. Sec. 403. JOB ORDER CONTRACT
REQUIREMENTS. (1) The maximum total dollar amount that may be awarded
under a job order contract is four million dollars per year for a maximum of three
years.

(2) Job order contracts may be executed for an initial contract term of not to
exceed two years, with the option of extending or renewing the job order
contract for one year. All extensions or renewals must be priced as provided in
the request for proposals. The extension or renewal must be mutually agreed to
by the public body and the job order contractor.

(3) A public body may have no more than two job order contracts in effect
at any one time, with the exception of the department of general administration,
which may have four job order contracts in effect at any one time.

(4) At least ninety percent of work contained in a job order contract must be
subcontracted to entities other than the job order contractor. The job order
contractor must distribute contracts as equitably as possible among qualified and
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available subcontractors including minority and woman-owned subcontractors
to the extent permitted by law.

(5) The job order contractor shall publish notification of intent to perform
public works projects at the beginning of each contract year in a statewide
publication and in a legal newspaper of general circulation in every county in
which the public works projects are anticipated.

(6) Job order contractors shall pay prevailing wages for all work that would
otherwise be subject to the requirements of chapter 39.12 RCW. Prevailing
wages for all work performed pursuant to each work order must be the rates in
effect at the time the individual work order is issued.

(7) If, in the initial contract term, the public body, at no fault of the job order
contractor, fails to issue the minimum amount of work orders stated in the public
request for proposals, the public body shall pay the contractor an amount equal
to the difference between the minimum work order amount and the actual total
of the work orders issued multiplied by an appropriate percentage for overhead
and profit contained in the contract award coefficient for services as specified in
the request for proposals. This is the contractor's sole remedy.

(8) All job order contracts awarded under this section must be signed before
July 1, 2013; however the job order contract may be extended or renewed as
provided for in this section.

(9) Public bodies may amend job order contracts awarded prior to July 1,
2007, in accordance with this chapter.

NEW SECTION. Sec. 404. WORK ORDERS. (1) The maximum dollar
amount for a work order is three hundred fifty thousand dollars. For each job
order contract, public bodies shall not issue more than two work orders equal to
or greater than three hundred thousand dollars in a twelve-month contract
period.

(2) All work orders issued for the same project shall be treated as a single
work order for purposes of the dollar limit on work orders.

(3) No more than twenty percent of the dollar value of a work order may
consist of items of work not contained in the unit price book.

(4) Any new permanent, enclosed building space constructed under a work
order shall not exceed two thousand gross square feet.

(5) A public body may issue no work orders under a job order contract until
it has approved, in consultation with the office of minority and women's business
enterprises or the equivalent local agency, a plan prepared by the job order
contractor that equitably spreads certified women and minority business
enterprise subcontracting opportunities, to the extent permitted by the
Washington state civil rights act, RCW 49.60.400, among the various
subcontract disciplines.

(6) For purposes of chapters 39.08, 39.12, 39.76, and 60.28 RCW, each
work order issued shall be treated as a separate contract. The alternate filing
provisions of RCW 39.12.040(2) apply to each work order that otherwise meets
the eligibility requirements of RCW 39.12.040(2).

(7) The job order contract shall not be used for the procurement of
architectural or engineering services not associated with specific work orders.
Architectural and engineering services shall be procured in accordance with
RCW 39.80.040.
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NEW SECTION. Sec. 405. A public body shall provide to the board the
following information for each job order contract at the end of each contract
year:

(1) A list of work orders issued;

(2) The cost of each work order;

(3) A list of subcontractors hired under each work order;

(4) If requested by the board, a copy of the intent to pay prevailing wage and
the affidavit of wages paid for each work order subcontract; and

(5) Any other information requested by the board.

PART 5
OTHER PROVISIONS

Sec. 501. RCW 39.10.120 and 2001 ¢ 328 s 5 are each amended to read as
follows:

5)) The
alternative public works contracting procedures authorized under this chapter are
limited to public works contracts signed before July 1, ((%9@4)) 2013. Methods
of public works contracting authorized ((
3910.05+-and-39-10-061)) under this chapter shall remain in full force and effect
until completlon of contracts 51gned before July 1, ((%9@4)) 2013

NEW SECTION. Sec. 502. Projects approved by the school district project
review board established under RCW 39.10.115, and the hospital district project
review board established under RCW 39.10.117 before July 1, 2007, may
proceed without the approval of the committee established in section 104 of this
act. The board may grant an exemption from any provision of this act for
projects advertised before the effective date of this section. A public body
seeking an exemption must submit a request in writing to the board no later than
December 31, 2007. The board must respond to the request within sixty
calendar days.

NEW_SECTION. Sec. 503. Projects using the design-build or general
contractor/construction manager contracting procedures in which advertising for
selection of a contractor has begun by the effective date of this section but no
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contract has been awarded may proceed without seeking approval of the
committee under the processes in sections 107 and 108 of this act.

Sec. 504. RCW 60.28.011 and 2003 ¢ 301 s 7 are each amended to read as
follows:

(1) Public improvement contracts shall provide, and public bodies shall
reserve, a contract retainage not to exceed five percent of the moneys earned by
the contractor as a trust fund for the protection and payment of: (a) The claims
of any person arising under the contract; and (b) the state with respect to taxes
imposed pursuant to Title 82 RCW which may be due from such contractor.

(2) Every person performing labor or furnishing supplies toward the
completion of a public improvement contract shall have a lien upon moneys
reserved by a public body under the provisions of a public improvement
contract. However, the notice of the lien of the claimant shall be given within
forty-five days of completion of the contract work, and in the manner provided
in RCW 39.08.030.

(3) The contractor at any time may request the contract retainage be reduced
to one hundred percent of the value of the work remaining on the project.

(a) After completion of all contract work other than landscaping, the
contractor may request that the public body release and pay in full the amounts
retained during the performance of the contract, and sixty days thereafter the
public body must release and pay in full the amounts retained (other than
continuing retention of five percent of the moneys earned for landscaping)
subject to the provisions of chapters 39.12 and 60.28 RCW.

(b) Sixty days after completion of all contract work the public body must
release and pay in full the amounts retained during the performance of the
contract subject to the provisions of chapters 39.12 and 60.28 RCW.

(4) The moneys reserved by a public body under the provisions of a public
improvement contract, at the option of the contractor, shall be:

(a) Retained in a fund by the public body;

(b) Deposited by the public body in an interest bearing account in a bank,
mutual savings bank, or savings and loan association. Interest on moneys
reserved by a public body under the provision of a public improvement contract
shall be paid to the contractor;

(c) Placed in escrow with a bank or trust company by the public body.
When the moneys reserved are placed in escrow, the public body shall issue a
check representing the sum of the moneys reserved payable to the bank or trust
company and the contractor jointly. This check shall be converted into bonds
and securities chosen by the contractor and approved by the public body and the
bonds and securities shall be held in escrow. Interest on the bonds and securities
shall be paid to the contractor as the interest accrues.

(5) The contractor or subcontractor may withhold payment of not more than
five percent from the moneys earned by any subcontractor or sub-subcontractor
or supplier contracted with by the contractor to provide labor, materials, or
equipment to the public project. Whenever the contractor or subcontractor
reserves funds earned by a subcontractor or sub-subcontractor or supplier, the
contractor or subcontractor shall pay interest to the subcontractor or sub-
subcontractor or supplier at a rate equal to that received by the contractor or
subcontractor from reserved funds.
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(6) A contractor may submit a bond for all or any portion of the contract
retainage in a form acceptable to the public body and from a bonding company
meeting standards established by the public body. The public body shall accept
a bond meeting these requirements unless the public body can demonstrate good
cause for refusing to accept it. This bond and any proceeds therefrom are subject
to all claims and liens and in the same manner and priority as set forth for
retained percentages in this chapter. The public body shall release the bonded
portion of the retained funds to the contractor within thirty days of accepting the
bond from the contractor. Whenever a public body accepts a bond in lieu of
retained funds from a contractor, the contractor shall accept like bonds from any
subcontractors or suppliers from which the contractor has retained funds. The
contractor shall then release the funds retained from the subcontractor or
supplier to the subcontractor or supplier within thirty days of accepting the bond
from the subcontractor or supplier.

(7) If the public body administering a contract, after a substantial portion of
the work has been completed, finds that an unreasonable delay will occur in the
completion of the remaining portion of the contract for any reason not the result
of a breach thereof, it may, if the contractor agrees, delete from the contract the
remaining work and accept as final the improvement at the stage of completion
then attained and make payment in proportion to the amount of the work
accomplished and in this case any amounts retained and accumulated under this
section shall be held for a period of sixty days following the completion. In the
event that the work is terminated before final completion as provided in this
section, the public body may thereafter enter into a new contract with the same
contractor to perform the remaining work or improvement for an amount equal
to or less than the cost of the remaining work as was provided for in the original
contract without advertisement or bid. The provisions of this chapter are
exclusive and shall supersede all provisions and regulations in conflict herewith.

(8) Whenever the department of transportation has contracted for the
construction of two or more ferry vessels, sixty days after completion of all
contract work on each ferry vessel, the department must release and pay in full
the amounts retained in connection with the construction of the vessel subject to
the provisions of RCW 60.28.020 and chapter 39.12 RCW. However, the
department of transportation may at its discretion condition the release of funds
retained in connection with the completed ferry upon the contractor delivering a
good and sufficient bond with two or more sureties, or with a surety company, in
the amount of the retained funds to be released to the contractor, conditioned that
no taxes shall be certified or claims filed for work on the ferry after a period of
sixty days following completion of the ferry; and if taxes are certified or claims
filed, recovery may be had on the bond by the department of revenue and the
materialmen and laborers filing claims.

(9) Except as provided in subsection (1) of this section, reservation by a
public body for any purpose from the moneys earned by a contractor by
fulfilling its responsibilities under public improvement contracts is prohibited.

(10) Contracts on projects funded in whole or in part by farmers home
administration and subject to farmers home administration regulations are not
subject to subsections (1) through (9) of this section.

(11) This subsection applies only to a public body that has contracted for the
construction of a facility using the general contractor/construction manager
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procedure, as defined under RCW ((39-46-661)) 39.10.020 (as recodified by this
act). If the work performed by a subcontractor on the project has been
completed within the first half of the time provided in the general contractor/
construction manager contract for completing the work, the public body may
accept the completion of the subcontract. The public body must give public
notice of this acceptance. After a forty-five day period for giving notice of liens,
and compliance with the retainage release procedures in RCW 60.28.021, the
public body may release that portion of the retained funds associated with the
subcontract. Claims against the retained funds after the forty-five day period are
not valid.

(12) Unless the context clearly requires otherwise, the definitions in this
subsection apply throughout this section.

(a) "Contract retainage" means an amount reserved by a public body from
the moneys earned by a person under a public improvement contract.

(b) "Person" means a person or persons, mechanic, subcontractor, or
materialperson who performs labor or provides materials for a public
improvement contract, and any other person who supplies the person with
provisions or supplies for the carrying on of a public improvement contract.

(c) "Public body" means the state, or a county, city, town, district, board, or
other public body.

(d) "Public improvement contract" means a contract for public
improvements or work, other than for professional services, or a work order as
defined in RCW 39.10.020 (as recodified by this act).

Sec. 505. RCW 70.150.070 and 2005 ¢ 469 s 2 are each amended to read
as follows:

RCW 70.150.030 through 70.150.060 shall be deemed to provide an
additional method for the provision of services from and in connection with
facilities and shall be regarded as supplemental and additional to powers

conferred by other state laws and by federal laws. ((A—publie-body-thatis-alse

NEW SECTION. Sec. 506. A new section is added to chapter 43.131 RCW
to read as follows:

The alternative works contracting procedures under chapter 39.10 RCW
shall be terminated June 30, 2013, as provided in section 507 of this act.

NEW SECTION. Sec. 507. A new section is added to chapter 43.131 RCW
to read as follows:

The following acts or parts of acts, as now existing or hereafter amended,
are each repealed, effective June 30, 2014:

(1) RCW 39.10.010 (as recodified by this act) and section 1 of this act &
1994 ¢ 132s1;

(2) RCW 39.10.020 (as recodified by this act) and section 101 of this act &
2005 c 469 s 3;

(3) RCW 39.10.800 (as recodified by this act) and section 102 of this act &
2005¢377s 1;
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(4) RCW 39.10.810 (as recodified by this act) and section 103 of this act &
2005 ¢ 377 s 2;

(5) RCW 39.10.— and section 104 of this act;

(6) RCW 39.10.— and section 105 of this act;

(7) RCW 39.10.— and section 106 of this act;

(8) RCW 39.10.— and section 107 of this act;

(9) RCW 39.10.— and section 108 of this act;

(10) RCW 39.10.— and section 109 of this act;

(11) RCW 39.10.051 (as recodified by this act) and section 201 of this act,
2003 ¢ 35252,2003 ¢3005s4,2002c46s 1, & 2001 ¢ 328 s 2;

(12) RCW 39.10.080 (as recodified by this act) and section 202 of this act &
1994 ¢ 1325 8;

(13) RCW 39.10.070 (as recodified by this act) and section 203 of this act &
1994 ¢ 1325 7;

(14) RCW 39.10.— and section 204 of this act;

(15) RCW 39.10.061 (as recodified by this act) and section 301 of this act,
2003 ¢ 352 53,2003 ¢3005s5,2002 c465s2, & 2001 ¢ 328 s 3;

(16) RCW 39.10.— and section 302 of this act;

(17) RCW 39.10.— and section 303 of this act;

(18) RCW 39.10.— and section 304 of this act;

(19) RCW 39.10.— and section 305 of this act;

(20) RCW 39.10.— and section 306 of this act;

(21) RCW 39.10.— and section 307 of this act;

(22) RCW 39.10.— and section 308 of this act;

(23) RCW 39.10.130 (as recodified by this act) and section 401 of this act &
2003 ¢ 301 s 1;

(24) RCW 39.10.— and section 402 of this act;

(25) RCW 39.10.— and section 403 of this act;

(26) RCW 39.10.— and section 404 of this act;

(27) RCW 39.10.— and section 405 of this act;

(28) RCW 39.10.100 (as recodified by this act) and 2005 ¢ 274 s 275 &
1994 ¢ 132 5 10;

(29) RCW 39.10.090 (as recodified by this act) and 1994 ¢ 132 s 9;

(30) RCW 39.10.120 (as recodified by this act) and section 501 of this act &
2001 ¢ 328 s 5;

(31) RCW 39.10.— and section 502 of this act;

(32) RCW 39.10.— and section 503 of this act;

(33) RCW 39.10.900 (as recodified by this act) and 1994 ¢ 132 s 13;

(34) RCW 39.10.901 (as recodified by this act) and 1994 ¢ 132 s 14; and

(35) RCW 39.10.— and section 510 of this act.

NEW SECTION. Sec. 508. RCW 39.10.902 (Repealer) and 2006 ¢ 261 s 3
& 2005 ¢ 469 s 5 are each repealed.

NEW _SECTION. Sec. 509. The following acts or parts of acts are each
repealed:

(1) RCW 39.10.030 (Public notification and review process) and 1997 ¢ 376
$2& 1994 ¢ 132s3;

(2) RCW 39.10.040 (Baseball stadium project—Alternative procedure may
be used) and 1994 ¢ 132 s 4;
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(3) RCW 39.10.063 (City demonstration projects—Conditions—Contract
deadline) and 2005 ¢ 377 s 3;

(4) RCW 39.10.065 (Demonstration projects—Contract deadline—Transfer
of authority to other public body) and 1997 ¢ 376 s 5;

(5) RCW 39.10.067 (School district capital demonstration projects—
Conditions) and 2006 ¢ 261 s 1, 2003 ¢ 301 s 3, 2002 ¢ 46 s 3, & 2000 ¢ 209 s 3;

(6) RCW 39.10.068 (Public hospital district capital demonstration
projects—Conditions) and 2003 ¢ 300 s 6;

(7) RCW 39.10.115 (School district project review board—Established—
Procedures) and 2006 ¢ 261 s 2, 2001 ¢ 328 s 4, & 2000 ¢ 209 s 4; and

(8) RCW 39.10.117 (Public hospital district project review board—
Established—Procedures) and 2003 ¢ 300 s 7.

NEW SECTION. Sec. 510. PART HEADINGS AND CAPTIONS NOT
LAW. Part headings and captions used in this act are not any part of the law.

NEW_SECTION. Sec. 511. The following sections are codified or
recodified in chapter 39.10 RCW in the following order:

RCW 39.10.010
RCW 39.10.020
RCW 39.10.800
RCW 39.10.810
Section 104 of this act
Section 105 of this act
Section 106 of this act
Section 107 of this act
Section 108 of this act
Section 109 of this act
RCW 39.10.051

RCW 39.10.080
RCW 39.10.070
Section 204 of this act
RCW 39.10.061
Section 302 of this act
Section 303 of this act
Section 304 of this act
Section 305 of this act
Section 306 of this act
Section 307 of this act
Section 308 of this act
RCW 39.10.130
Section 402 of this act
Section 403 of this act
Section 404 of this act
Section 405 of this act
RCW 39.10.100
RCW 39.10.090
RCW 39.10.120
Section 502 of this act
Section 503 of this act
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RCW 39.10.900
RCW 39.10.901
Section 510 of this act

NEW SECTION. Sec. 512. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and takes effect July 1, 2007,
except for section 104 of this act, which takes effect immediately, and section
508 of this act, which takes effect June 30, 2007.

NEW SECTION. Sec. 513. 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 by the House April 17, 2007.

Passed by the Senate April 5, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 495
[Engrossed Substitute Senate Bill 5770]
HIGHER EDUCATION INSTITUTIONS—PUBLIC WORKS

AN ACT Relating to work performed by institutions of higher education; and amending RCW
28B.10.350 and 28B.50.330.

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

Sec. 1. RCW 28B.10.350 and 2001 ¢ 38 s 1 are each amended to read as
follows:
(1) When the cost to The Evergreen State College((;)) or any regional
((antversity;)) or state university((;)) of any building, construction, renovation,
remodeling, or demolition, other than maintenance or repairs, will equal or

exceed the sum of ((thirty-five)) fifty-five thousand dollars, or thirty-five
thousand dollars if the work involves one trade or craft area, complete plans and

specifications for ((sueh)) the work shall be prepared ((and-sueh)), the work shall
be put out for public bid((s)). and the contract shall be awarded to the ((lewest))
respons1ble bldder ((fﬁm—&eeefd&ﬂeewﬂa—thefb*d—speerﬂe&&eﬂ_s—%@%&

lowest responsive bid.
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(2) Any building, construction, renovation, remodeling, or demolition
project that exceeds the dollar amounts in subsection (1) of this section is subject

to the provisions of chapter 39.12 RCW.

(3) The Evergreen State College((;)) or any regional ((aniversity;)) or state
university may require a project to be put to public bid even when it is not
required to do so under subsection (1) of this section. Any project publicly bid
under this subsection is subject to the provisions of chapter 39.12 RCW.

(((—39)) (_) Where the estlmated cost ((

)) of any building, constructlon
renovation, remodehng, or demolition is less than ((twenty-five)) fifty-five
thousand dollars or the contract is awarded by the small works roster procedure
authorized in RCW 39.04.155, the publication requirements of RCW 39.04.020
((shal-be-inapplieable)) do not apply.

() (5) In the event of any emergency when the public interest or
property of The Evergreen State College((5)) or a regional ((university;)) or state
university would suffer material injury or damage by delay, the president of such
college or university may declare the existence of ((steh)) an emergency and,
reciting the facts constituting the same, may waive the requirements of this
section with reference to any contract in order to correct the condition causing
the emergency((—P—P:@&LI-DE-B—"Ph&t—&nlemefgeﬂeyi)) For the purposes of this
section, "emergency" means a condition likely to result in immediate phys1ca1
injury to persons or to property of ((steh)) the college or university in the
absence of prompt remedial action or a condition which immediately impairs the
institution's ability to perform its educational obligations.

6) This section does not apply when a contract is awarded by the small
works roster procedure authorized in RCW 39.04.155 or under any other
procedure authorized for an institution of higher education.

Sec. 2. RCW 28B.50.330 and 1993 ¢ 379 s 108 are each amended to read
as follows:

(1) The boards of trustees of college districts are empowered in accordance
with the provisions of this chapter to provide for the construction,
reconstruction, erection, equipping, demolition, and major alterations of
buildings and other capital assets, and the acquisition of sites, rights-of-way,
easements, improvements, or appurtenances for the use of the aforementioned
colleges as authorized by the college board in accordance with RCW
28B.50.140; to be financed by bonds payable out of special funds from revenues
hereafter derived from income received from such facilities, gifts, bequests, or
grants, and such additional funds as the legislature may provide, and payable out
of a bond retirement fund to be established by the respective district boards in
accordance with rules and regulations of the state board. With respect to
building, improvements, or repairs, or other work, where the estimated cost
exceeds ((twenty-five)) fifty-five thousand dollars, or thirty-five thousand
dollars if the work involves one trade or craft area, complete plans and

specifications for ((saeh)) the work shall be prepared ((and-sueh)), the work shall
be put out for a public bid((s)), and the contract shall be awarded to the

((}ewest)) respon51ble bldder ((H—&eeefd-aﬁee—mt-h—ﬂ&e—bkd—speerﬁe&&eﬂs—
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speerﬁe&&eﬂs)) who submrts the lowest responsive b1d AnV Dr01ect regardless

of dollar amount may be put to public bid.
(2) This ((subseetion—shalt)) section does not apply when a contract is
awarded by the small works roster procedure authorlzed in RCW ((39—94—159—

pti to public bid)) 39.04.155.

(3) Where the estimated cost to any college of any building, improvements,

or repairs, or other work, is less than ((twenty-five-thousand-deHars)) fifty-five

thousand dollars, or thirty-five thousand dollars if the work involves one trade or

craft area, the publication requirements of RCW 39.04.020 ((shal—be
inappheable)) do not apply.

Passed by the Senate April 16, 2007.

Passed by the House April 9, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 496
[Second Substitute Senate Bill 5470]
DISSOLUTION PROCEEDINGS

AN ACT Relating to dissolution proceedings; amending RCW 26.09.002, 2.56.180,
26.09.020, 36.18.016, 26.09.191, 26.12.177, 26.09.015, 26.09.184, 26.09.015, 26.09.187, and
26.09.197; reenacting and amending RCW 2.56.030; adding new sections to chapter 26.09 RCW;
adding a new section to chapter 26.12 RCW; adding a new section to chapter 2.53 RCW; adding a
new section to chapter 26.18 RCW; creating new sections; providing effective dates; and providing
an expiration date.

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

PART I - Intent

Sec. 101. RCW 26.09.002 and 1987 ¢ 460 s 2 are each amended to read as
follows:

Parents have the responsibility to make decisions and perform other parental
functions necessary for the care and growth of their minor children. In any
proceeding between parents under this chapter, the best interests of the child
shall be the standard by which the court determines and allocates the parties'
parental responsibilities. The state recognizes the fundamental importance of
the parent-child relationship to the welfare of the child, and that the relationship
between the child and each parent should be fostered unless inconsistent with the
child's best interests. Residential time and financial support are equally

important components of parenting arrangements. The best interests of the child
are served by a parenting arrangement that best maintains a child's emotional

growth, health and stability, and physical care. Further, the best interest of the
child is ordinarily served when the existing pattern of interaction between a
parent and child is altered only to the extent necessitated by the changed
relationship of the parents or as required to protect the child from physical,
mental, or emotional harm.
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NEW SECTION. Sec. 102. A new section is added to chapter 26.09 RCW
to read as follows:

The legislature reaffirms the intent of the current law as expressed in RCW
26.09.002. However, after review, the legislature finds that there are certain
components of the existing law which do not support the original legislative
intent. In order to better implement the existing legislative intent the legislature
finds that incentives for parties to reduce family conflict and additional
alternative dispute resolution options can assist in reducing the number of
contested trials. Furthermore, the legislature finds that the identification of
domestic violence as defined in RCW 26.50.010 and the treatment needs of the
parties to dissolutions are necessary to improve outcomes for children. When
judicial officers have the discretion to tailor individualized resolutions, the
legislative intent expressed in RCW 26.09.002 can more readily be achieved.
Judicial officers should have the discretion and flexibility to assess each case
based on the merits of the individual cases before them.

PART II - Family Court Provisions

NEW SECTION. Sec. 201. A new section is added to chapter 26.12 RCW
to read as follows:

(1) After July 1, 2009, but no later than November 1, 2009, a county may,
and to the extent state funding is provided to meet the minimum requirements of
the program a county shall, create a program to provide services to all parties
involved in proceedings under chapter 26.09 RCW. Minimum components of
this program shall include: (a) An individual to serve as an initial point of
contact for parties filing petitions for dissolutions or legal separations under
chapter 26.09 RCW; (b) informing parties about courthouse facilitation
programs and orientations; (c¢) informing parties of alternatives to filing a
dissolution petition, such as marriage counseling; (d) informing parties of
alternatives to litigation including counseling, legal separation, and mediation
services if appropriate; (e) informing parties of supportive family services
available in the community; (f) screening for referral for services in the areas of
domestic violence as defined in RCW 26.50.010, child abuse, substance abuse,
and mental health; and (g) assistance to the court in superior court cases filed
under chapter 26.09 RCW.

(2) This program shall not provide legal advice. No attorney-client
relationship or privilege is created, by implication or by inference, between
persons providing basic information under this section and the participants in the
program.

(3) The legislative authority of any county may impose user fees or may
impose a surcharge of up to twenty dollars on only those superior court cases
filed under this title, or both, to pay for the expenses of this program. Fees
collected under this section shall be collected and deposited in the same manner
as other county funds are collected and deposited, and shall be maintained in a
separate account to be used as provided in this section. The program shall
provide services to indigent persons at no expense.

(4) Persons who implement the program shall be appointed in the same
manner as investigators, stenographers, and clerks as described in RCW
26.12.050.
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(5) If the county has a program under this section, any petition under RCW
26.09.020 must allege that the moving party met and conferred with the program
prior to the filing of the petition.

(6) If the county has a program under this section, parties shall meet and
confer with the program prior to participation in mediation under section 301 of
this act.

Sec. 202. RCW 2.56.180 and 2005 ¢ 282 s 10 are each amended to read as
follows:

(1) The administrative office of the courts shall create a handbook
explaining the sections of Washington law pertaining to the rights and
responsibilities of marital partners to each other and to any children during a
marriage and a dissolution of marriage. The handbook may also be provided in
videotape or other electronic form.

(2) The handbook created under subsection (1) of this section shall be
provided by the county auditor when an individual applies for a marriage license
under RCW 26.04.140.

(3) The handbook created under subsection (1) of this section shall also be
provided to the petitioner when he or she files a petition for dissolution, and to
the respondent, unless the respondent did not file a response, notice of
appearance, or any other paper in the case or did not appear in court. The
administrative office of the courts shall on an annual basis reimburse the
counties for each copy of the handbook that is distributed directly to family law
parties under this section, provided that the county submits documentation of the
number of handbooks distributed on an annual basis.

(4) The information contained in the handbook created under subsection (1)
of this section shall be reviewed and updated annually. The handbook must
contain the following information:

(a) Information on prenuptial agreements as contracts and as a means of
structuring financial arrangements and other aspects of the marital relationship;

(b) Information on shared parental responsibility for children, including
establishing a residential schedule for the child in the event of the dissolution of
the marriage;

(c) Information on notice requirements and standards for parental
relocation;

(d) Information on child support for minor children;

(e) Information on property rights, including equitable distribution of assets
and premarital and postmarital property rights;

() Information on spousal maintenance;

(g) Information on domestic violence, child abuse, and neglect, including
penalties;

(h) Information on the court process for dissolution;

(1) Information on the effects of dissolution on children;

(j) Information on community resources that are available to separating or
divorcing persons and their children.

Sec. 203. RCW 26.09.020 and 2001 ¢ 42 s 1 are each amended to read as
follows:
(1) A petition in a proceeding for dissolution of marriage, legal separation,
or for a declaration concerning the validity of a marriage shall allege:
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(a) The last known state of residence of each party, and if a party's last
known state of residence is Washington, the last known county of residence;

(b) The date and place of the marriage;

(c) If the parties are separated the date on which the separation occurred;

(d) The names and ages of any child dependent upon either or both spouses
and whether the wife is pregnant;

(e) Any arrangements as to the residential schedule of, decision making for,
dispute resolution for, and support of the children and the maintenance of a
spouse;

(f) A statement specifying whether there is community or separate property
owned by the parties to be disposed of;

(g) If the county has established a program under section 201 of this act, a
statement affirming that the moving party met and conferred with the program

(h) The relief sought.

(2) Either or both parties to the marriage may initiate the proceeding.

(3) The petitioner shall complete and file with the petition a certificate under
RCW 43.70.150 on the form provided by the department of health and the
confidential information form under RCW 26.23.050.

(4) Nothing in this section shall be construed to limit or prohibit the ability
of parties to obtain appropriate emergency orders.

Sec. 204. RCW 36.18.016 and 2006 ¢ 192 s 2 are each amended to read as
follows:

(1) Revenue collected under this section is not subject to division under
RCW 36.18.025 or 27.24.070.

(2)(a) For the filing of a petition for modification of a decree of dissolution
or paternity, within the same case as the original action, and any party filing a
counterclaim, cross-claim, or third-party claim in any such action, a fee of thirty-
six dollars must be paid.

(b) The party filing the first or initial petition for dissolution, legal
separation, or declaration concerning the validity of marriage shall pay, at the
time and in addition to the filing fee required under RCW 36.18.020, a fee of
thirty dollars. The clerk of the superior court shall transmit monthly twenty-four
dollars of the thirty-dollar fee collected under this subsection to the state treasury
for deposit in the domestic violence prevention account. The remaining six
dollars shall be retained by the county for the purpose of supporting community-
based services within the county for victims of domestic violence, except for
five percent of the six dollars, which may be retained by the court for
administrative purposes.

(3)(a) The party making a demand for a jury of six in a civil action shall pay,
at the time, a fee of one hundred twenty-five dollars; if the demand is for a jury
of twelve, a fee of two hundred fifty dollars. If, after the party demands a jury of
six and pays the required fee, any other party to the action requests a jury of
twelve, an additional one hundred twenty-five dollar fee will be required of the
party demanding the increased number of jurors.

(b) Upon conviction in criminal cases a jury demand charge of one hundred
twenty-five dollars for a jury of six, or two hundred fifty dollars for a jury of
twelve may be imposed as costs under RCW 10.46.190.
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(4) For preparing a certified copy of an instrument on file or of record in the
clerk's office, for the first page or portion of the first page, a fee of five dollars,
and for each additional page or portion of a page, a fee of one dollar must be
charged. For authenticating or exemplifying an instrument, a fee of two dollars
for each additional seal affixed must be charged. For preparing a copy of an
instrument on file or of record in the clerk's office without a seal, a fee of fifty
cents per page must be charged. When copying a document without a seal or file
that is in an electronic format, a fee of twenty-five cents per page must be
charged. For copies made on a compact disc, an additional fee of twenty dollars
for each compact disc must be charged.

(5) For executing a certificate, with or without a seal, a fee of two dollars
must be charged.

(6) For a garnishee defendant named in an affidavit for garnishment and for
a writ of attachment, a fee of twenty dollars must be charged.

(7) For filing a supplemental proceeding, a fee of twenty dollars must be
charged.

(8) For approving a bond, including justification on the bond, in other than
civil actions and probate proceedings, a fee of two dollars must be charged.

(9) For the issuance of a certificate of qualification and a certified copy of
letters of administration, letters testamentary, or letters of guardianship, there
must be a fee of two dollars.

(10) For the preparation of a passport application, the clerk may collect an
execution fee as authorized by the federal government.

(11) For clerk's services such as processing ex parte orders, performing
historical searches, compiling statistical reports, and conducting exceptional
record searches, the clerk may collect a fee not to exceed twenty dollars per hour
or portion of an hour.

(12) For duplicated recordings of court's proceedings there must be a fee of
ten dollars for each audio tape and twenty-five dollars for each video tape or
other electronic storage medium.

(13) For registration of land titles, Torrens Act, under RCW 65.12.780, a fee
of twenty dollars must be charged.

(14) For the issuance of extension of judgment under RCW 6.17.020 and
chapter 9.94A RCW, a fee of two hundred dollars must be charged. When the
extension of judgment is at the request of the clerk, the two hundred dollar
charge may be imposed as court costs under RCW 10.46.190.

(15) A facilitator surcharge of up to twenty dollars must be charged as
authorized under RCW 26.12.240.

(16) For filing a water rights statement under RCW 90.03.180, a fee of
twenty-five dollars must be charged.

(17) For filing a claim of frivolous lien under RCW 60.04.081, a fee of
thirty-five dollars must be charged.

(18) For preparation of a change of venue, a fee of twenty dollars must be
charged by the originating court in addition to the per page charges in subsection
(4) of this section.

(19) A service fee of three dollars for the first page and one dollar for each
additional page must be charged for receiving faxed documents, pursuant to
Washington state rules of court, general rule 17.

[2322]



WASHINGTON LAWS, 2007 Ch. 496

(20) For preparation of clerk's papers under RAP 9.7, a fee of fifty cents per
page must be charged.

(21) For copies and reports produced at the local level as permitted by RCW
2.68.020 and supreme court policy, a variable fee must be charged.

(22) Investment service charge and earnings under RCW 36.48.090 must be
charged.

(23) Costs for nonstatutory services rendered by clerk by authority of local
ordinance or policy must be charged.

(24) For filing a request for mandatory arbitration, a filing fee may be
assessed against the party filing a statement of arbitrability not to exceed two
hundred twenty dollars as established by authority of local ordinance. This
charge shall be used solely to offset the cost of the mandatory arbitration
program.

(25) For filing a request for trial de novo of an arbitration award, a fee not to
exceed two hundred fifty dollars as established by authority of local ordinance
must be charged.

(26) A public agency may not charge a fee to a law enforcement agency, for
preparation, copying, or mailing of certified copies of the judgment and
sentence, information, affidavit of probable cause, and/or the notice of
requirement to register, of a sex offender convicted in a Washington court, when
such records are necessary for risk assessment, preparation of a case for failure
to register, or maintenance of a sex offender's registration file.

(27) For the filing of a will or codicil under the provisions of chapter 11.12
RCW, a fee of twenty dollars must be charged.

(28) A surcharge of up to twenty dollars may be charged as authorized by
section 201 of this act.

The revenue to counties from the fees established in this section shall be
deemed to be complete reimbursement from the state for the state's share of
benefits paid to the superior court judges of the state prior to July 24, 2005, and
no claim shall lie against the state for such benefits.

PART III - Domestic Violence and Child Abuse

NEW SECTION. Sec. 301. A new section is added to chapter 26.09 RCW
to read as follows:

Mediation is generally inappropriate in cases involving domestic violence
and child abuse. In order to effectively identify cases where issues of domestic
violence and child abuse are present and reduce conflict in dissolution matters:
(1) Where appropriate parties shall be provided access to trained domestic
violence advocates; and (2) in cases where a victim requests mediation the court
may make exceptions and permit mediation, so long as the court makes a finding
that mediation is appropriate under the circumstances and the victim is permitted
to have a supporting person present during the mediation proceedings.

Sec. 302. RCW 2.56.030 and 2005 ¢ 457 s 7 and 2005 ¢ 282 s 7 are each
reenacted and amended to read as follows:
The administrator for the courts shall, under the supervision and direction of
the chief justice:
(1) Examine the administrative methods and systems employed in the
offices of the judges, clerks, stenographers, and employees of the courts and
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make recommendations, through the chief justice, for the improvement of the
same;

(2) Examine the state of the dockets of the courts and determine the need for
assistance by any court;

(3) Make recommendations to the chief justice relating to the assignment of
judges where courts are in need of assistance and carry out the direction of the
chief justice as to the assignments of judges to counties and districts where the
courts are in need of assistance;

(4) Collect and compile statistical and other data and make reports of the
business transacted by the courts and transmit the same to the chief justice to the
end that proper action may be taken in respect thereto;

(5) Prepare and submit budget estimates of state appropriations necessary
for the maintenance and operation of the judicial system and make
recommendations in respect thereto;

(6) Collect statistical and other data and make reports relating to the
expenditure of public moneys, state and local, for the maintenance and operation
of the judicial system and the offices connected therewith;

(7) Obtain reports from clerks of courts in accordance with law or rules
adopted by the supreme court of this state on cases and other judicial business in
which action has been delayed beyond periods of time specified by law or rules
of court and make report thereof to supreme court of this state;

(8) Act as secretary of the judicial conference referred to in RCW 2.56.060;

(9) Submit annually, as of February 1st, to the chief justice, a report of the
activities of the administrator's office for the preceding calendar year including
activities related to courthouse security;

(10) Administer programs and standards for the training and education of
judicial personnel;

(11) Examine the need for new superior court and district court judge
positions under an objective workload analysis. The results of the objective
workload analysis shall be reviewed by the board for judicial administration
which shall make recommendations to the legislature. It is the intent of the
legislature that an objective workload analysis become the basis for creating
additional district and superior court positions, and recommendations should
address that objective;

(12) Provide staff to the judicial retirement account plan under chapter 2.14
RCW;

(13) Attend to such other matters as may be assigned by the supreme court
of this state;

(14) Within available funds, develop a curriculum for a general
understanding of child development, placement, and treatment resources, as well
as specific legal skills and knowledge of relevant statutes including chapters
13.32A, 13.34, and 13.40 RCW, cases, court rules, interviewing skills, and
special needs of the abused or neglected child. This curriculum shall be
completed and made available to all juvenile court judges, court personnel, and
service providers and be updated yearly to reflect changes in statutes, court rules,
or case law;

(15) Develop, in consultation with the entities set forth in RCW 2.56.150(3),
a comprehensive statewide curriculum for persons who act as guardians ad litem
under Title 13 or 26 RCW. The curriculum shall be made available July 1,
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((499%)) 2008, and include specialty sections on child development, child sexual
abuse, child physical abuse, child neglect, domestic violence, clinical and
forensic investigative and interviewing techniques, family reconciliation and
mediation services, and relevant statutory and legal requirements. The
curriculum shall be made available to all superior court judges, court personnel,
and all persons who act as guardians ad litem;

(16) Develop a curriculum for a general understanding of crimes of
malicious harassment, as well as specific legal skills and knowledge of RCW
9A.36.080, relevant cases, court rules, and the special needs of malicious
harassment victims. This curriculum shall be made available to all superior
court and court of appeals judges and to all justices of the supreme court;

(17) Develop, in consultation with the criminal justice training commission
and the commissions established under chapters 43.113, 43.115, and 43.117
RCW, a curriculum for a general understanding of ethnic and cultural diversity
and its implications for working with youth of color and their families. The
curriculum shall be available to all superior court judges and court
commissioners assigned to juvenile court, and other court personnel. Ethnic and
cultural diversity training shall be provided annually so as to incorporate cultural
sensitivity and awareness into the daily operation of juvenile courts statewide;

(18) Authorize the use of closed circuit television and other electronic
equipment in judicial proceedings. The administrator shall promulgate
necessary standards and procedures and shall provide technical assistance to
courts as required;

(19) Develop a Washington family law handbook in accordance with RCW
2.56.180;

(20) Administer state funds for improving the operation of the courts and
provide support for court coordinating councils, under the direction of the board
for judicial administration;

(21)(a) Administer and distribute amounts appropriated from the equal
justice subaccount under RCW 43.08.250(2) for district court judges' and
qualifying elected municipal court judges' salary contributions. The
administrator for the courts shall develop a distribution formula for these
amounts that does not differentiate between district and elected municipal court
judges.

(b) A city qualifies for state contribution of elected municipal court judges'
salaries under (a) of this subsection if:

(1) The judge is serving in an elected position;

(1) The city has established by ordinance that a full-time judge is
compensated at a rate equivalent to at least ninety-five percent, but not more
than one hundred percent, of a district court judge salary or for a part-time judge
on a pro rata basis the same equivalent; and

(iii) The city has certified to the office of the administrator for the courts
that the conditions in (b)(i) and (ii) of this subsection have been met.

Sec. 303. RCW 26.09.191 and 2004 ¢ 38 s 12 are each amended to read as
follows:

(1) The permanent parenting plan shall not require mutual decision-making
or designation of a dispute resolution process other than court action if it is
found that a parent has engaged in any of the following conduct: (a) Willful
abandonment that continues for an extended period of time or substantial refusal
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to perform parenting functions; (b) physical, sexual, or a pattern of emotional
abuse of a child; or (c) a history of acts of domestic violence as defined in RCW
26.50.010(1) or an assault or sexual assault which causes grievous bodily harm
or the fear of such harm.

(2)(a) The parent's residential time with the child shall be limited if it is
found that the parent has engaged in any of the following conduct: (i) Willful
abandonment that continues for an extended period of time or substantial refusal
to perform parenting functions; (ii) physical, sexual, or a pattern of emotional
abuse of a child; (iii) a history of acts of domestic violence as defined in RCW
26.50.010(1) or an assault or sexual assault which causes grievous bodily harm
or the fear of such harm; or (iv) the parent has been convicted as an adult of a sex
offense under:

(A) RCW 9A.44.076 if, because of the difference in age between the
offender and the victim, no rebuttable presumption exists under (d) of this
subsection;

(B) RCW 9A.44.079 if, because of the difference in age between the
offender and the victim, no rebuttable presumption exists under (d) of this
subsection;

(C) RCW 9A.44.086 if, because of the difference in age between the
offender and the victim, no rebuttable presumption exists under (d) of this
subsection;

(D) RCW 9A.44.089;

(E) RCW 9A.44.093;

(F) RCW 9A.44.096;

(G) RCW 9A.64.020 (1) or (2) if, because of the difference in age between
the offender and the victim, no rebuttable presumption exists under (d) of this
subsection;

(H) Chapter 9.68A RCW;

(I) Any predecessor or antecedent statute for the offenses listed in (a)(iv)(A)
through (H) of this subsection;

(J) Any statute from any other jurisdiction that describes an offense
analogous to the offenses listed in (a)(iv)(A) through (H) of this subsection.

This subsection (2)(a) shall not apply when (c) or (d) of this subsection
applies.

(b) The parent's residential time with the child shall be limited if it is found
that the parent resides with a person who has engaged in any of the following
conduct: (i) Physical, sexual, or a pattern of emotional abuse of a child; (ii) a
history of acts of domestic violence as defined in RCW 26.50.010(1) or an
assault or sexual assault that causes grievous bodily harm or the fear of such
harm; or (iii) the person has been convicted as an adult or as a juvenile has been
adjudicated of a sex offense under:

(A) RCW 9A.44.076 if, because of the difference in age between the
offender and the victim, no rebuttable presumption exists under (e) of this
subsection;

(B) RCW 9A.44.079 if, because of the difference in age between the
offender and the victim, no rebuttable presumption exists under (e) of this
subsection;
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(C) RCW 9A.44.086 if, because of the difference in age between the
offender and the victim, no rebuttable presumption exists under (e) of this
subsection;

(D) RCW 9A.44.089;

(E) RCW 9A.44.093;

(F) RCW 9A.44.096;

(G) RCW 9A.64.020 (1) or (2) if, because of the difference in age between
the offender and the victim, no rebuttable presumption exists under (e) of this
subsection;

(H) Chapter 9.68A RCW;

(I) Any predecessor or antecedent statute for the offenses listed in (b)(iii)(A)
through (H) of this subsection;

(J) Any statute from any other jurisdiction that describes an offense
analogous to the offenses listed in (b)(iii)(A) through (H) of this subsection.

This subsection (2)(b) shall not apply when (c) or (e) of this subsection
applies.

(c) If a parent has been found to be a sexual predator under chapter 71.09
RCW or under an analogous statute of any other jurisdiction, the court shall
restrain the parent from contact with a child that would otherwise be allowed
under this chapter. If a parent resides with an adult or a juvenile who has been
found to be a sexual predator under chapter 71.09 RCW or under an analogous
statute of any other jurisdiction, the court shall restrain the parent from contact
with the parent's child except contact that occurs outside that person's presence.

(d) There is a rebuttable presumption that a parent who has been convicted
as an adult of a sex offense listed in (d)(i) through (ix) of this subsection poses a
present danger to a child. Unless the parent rebuts this presumption, the court
shall restrain the parent from contact with a child that would otherwise be
allowed under this chapter:

(1) RCW 9A.64.020 (1) or (2), provided that the person convicted was at
least five years older than the other person;

(i) RCW 9A.44.073;

(iil)) RCW 9A.44.076, provided that the person convicted was at least eight
years older than the victim;

(iv) RCW 9A.44.079, provided that the person convicted was at least eight
years older than the victim;

(v) RCW 9A.44.083;

(vi) RCW 9A.44.086, provided that the person convicted was at least eight
years older than the victim;

(vii) RCW 9A.44.100;

(viii) Any predecessor or antecedent statute for the offenses listed in (d)(i)
through (vii) of this subsection;

(ix) Any statute from any other jurisdiction that describes an offense
analogous to the offenses listed in (d)(i) through (vii) of this subsection.

(e) There is a rebuttable presumption that a parent who resides with a person
who, as an adult, has been convicted, or as a juvenile has been adjudicated, of
the sex offenses listed in (e)(i) through (ix) of this subsection places a child at
risk of abuse or harm when that parent exercises residential time in the presence
of the convicted or adjudicated person. Unless the parent rebuts the
presumption, the court shall restrain the parent from contact with the parent's
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child except for contact that occurs outside of the convicted or adjudicated
person's presence:

(1) RCW 9A.64.020 (1) or (2), provided that the person convicted was at
least five years older than the other person;

(i) RCW 9A.44.073;

(iii)) RCW 9A.44.076, provided that the person convicted was at least eight
years older than the victim;

(iv) RCW 9A.44.079, provided that the person convicted was at least eight
years older than the victim;

(v) RCW 9A.44.083;

(vi) RCW 9A.44.086, provided that the person convicted was at least eight
years older than the victim;

(vii) RCW 9A.44.100;

(viii) Any predecessor or antecedent statute for the offenses listed in (e)(i)
through (vii) of this subsection;

(ix) Any statute from any other jurisdiction that describes an offense
analogous to the offenses listed in (e)(i) through (vii) of this subsection.

(f) The presumption established in (d) of this subsection may be rebutted
only after a written finding that:

(i) If the child was not the victim of the sex offense committed by the parent
requesting residential time, (A) contact between the child and the offending
parent is appropriate and poses minimal risk to the child, and (B) the offending
parent has successfully engaged in treatment for sex offenders or is engaged in
and making progress in such treatment, if any was ordered by a court, and the
treatment provider believes such contact is appropriate and poses minimal risk to
the child; or

(i1) If the child was the victim of the sex offense committed by the parent
requesting residential time, (A) contact between the child and the offending
parent is appropriate and poses minimal risk to the child, (B) if the child is in or
has been in therapy for victims of sexual abuse, the child's counselor believes
such contact between the child and the offending parent is in the child's best
interest, and (C) the offending parent has successfully engaged in treatment for
sex offenders or is engaged in and making progress in such treatment, if any was
ordered by a court, and the treatment provider believes such contact is
appropriate and poses minimal risk to the child.

(g) The presumption established in (e) of this subsection may be rebutted
only after a written finding that:

(1) If the child was not the victim of the sex offense committed by the person
who is residing with the parent requesting residential time, (A) contact between
the child and the parent residing with the convicted or adjudicated person is
appropriate and that parent is able to protect the child in the presence of the
convicted or adjudicated person, and (B) the convicted or adjudicated person has
successfully engaged in treatment for sex offenders or is engaged in and making
progress in such treatment, if any was ordered by a court, and the treatment
provider believes such contact is appropriate and poses minimal risk to the child;
or

(i1) If the child was the victim of the sex offense committed by the person
who is residing with the parent requesting residential time, (A) contact between
the child and the parent in the presence of the convicted or adjudicated person is
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appropriate and poses minimal risk to the child, (B) if the child is in or has been
in therapy for victims of sexual abuse, the child's counselor believes such contact
between the child and the parent residing with the convicted or adjudicated
person in the presence of the convicted or adjudicated person is in the child's
best interest, and (C) the convicted or adjudicated person has successfully
engaged in treatment for sex offenders or is engaged in and making progress in
such treatment, if any was ordered by a court, and the treatment provider
believes contact between the parent and child in the presence of the convicted or
adjudicated person is appropriate and poses minimal risk to the child.

(h) If the court finds that the parent has met the burden of rebutting the
presumption under (f) of this subsection, the court may allow a parent who has
been convicted as an adult of a sex offense listed in (d)(i) through (ix) of this
subsection to have residential time with the child supervised by a neutral and
independent adult and pursuant to an adequate plan for supervision of such
residential time. The court shall not approve of a supervisor for contact between
the child and the parent unless the court finds, based on the evidence, that the
supervisor is willing and capable of protecting the child from harm. The court
shall revoke court approval of the supervisor upon finding, based on the
evidence, that the supervisor has failed to protect the child or is no longer willing
or capable of protecting the child.

(1) If the court finds that the parent has met the burden of rebutting the
presumption under (g) of this subsection, the court may allow a parent residing
with a person who has been adjudicated as a juvenile of a sex offense listed in
(e)(1) through (ix) of this subsection to have residential time with the child in the
presence of the person adjudicated as a juvenile, supervised by a neutral and
independent adult and pursuant to an adequate plan for supervision of such
residential time. The court shall not approve of a supervisor for contact between
the child and the parent unless the court finds, based on the evidence, that the
supervisor is willing and capable of protecting the child from harm. The court
shall revoke court approval of the supervisor upon finding, based on the
evidence, that the supervisor has failed to protect the child or is no longer willing
or capable of protecting the child.

(j) If the court finds that the parent has met the burden of rebutting the
presumption under (g) of this subsection, the court may allow a parent residing
with a person who, as an adult, has been convicted of a sex offense listed in (e)(i)
through (ix) of this subsection to have residential time with the child in the
presence of the convicted person supervised by a neutral and independent adult
and pursuant to an adequate plan for supervision of such residential time. The
court shall not approve of a supervisor for contact between the child and the
parent unless the court finds, based on the evidence, that the supervisor is willing
and capable of protecting the child from harm. The court shall revoke court
approval of the supervisor upon finding, based on the evidence, that the
supervisor has failed to protect the child or is no longer willing or capable of
protecting the child.

(k) A court shall not order unsupervised contact between the offending
parent and a child of the offending parent who was sexually abused by that
parent. A court may order unsupervised contact between the offending parent
and a child who was not sexually abused by the parent after the presumption
under (d) of this subsection has been rebutted and supervised residential time has
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occurred for at least two years with no further arrests or convictions of sex
offenses involving children under chapter 9A.44 RCW, RCW 9A.64.020, or
chapter 9.68A RCW and (i) the sex offense of the offending parent was not
committed against a child of the offending parent, and (ii) the court finds that
unsupervised contact between the child and the offending parent is appropriate
and poses minimal risk to the child, after consideration of the testimony of a
state-certified therapist, mental health counselor, or social worker with expertise
in treating child sexual abuse victims who has supervised at least one period of
residential time between the parent and the child, and after consideration of
evidence of the offending parent's compliance with community supervision
requirements, if any. If the offending parent was not ordered by a court to
participate in treatment for sex offenders, then the parent shall obtain a
psychosexual evaluation conducted by a certified sex offender treatment
provider or a certified affiliate sex offender treatment provider indicating that the
offender has the lowest likelihood of risk to reoffend before the court grants
unsupervised contact between the parent and a child.

(1) A court may order unsupervised contact between the parent and a child
which may occur in the presence of a juvenile adjudicated of a sex offense listed
in (e)(i) through (ix) of this subsection who resides with the parent after the
presumption under (e) of this subsection has been rebutted and supervised
residential time has occurred for at least two years during which time the
adjudicated juvenile has had no further arrests, adjudications, or convictions of
sex offenses involving children under chapter 9A.44 RCW, RCW 9A.64.020, or
chapter 9.68A RCW, and (i) the court finds that unsupervised contact between
the child and the parent that may occur in the presence of the adjudicated
juvenile is appropriate and poses minimal risk to the child, after consideration of
the testimony of a state-certified therapist, mental health counselor, or social
worker with expertise in treatment of child sexual abuse victims who has
supervised at least one period of residential time between the parent and the
child in the presence of the adjudicated juvenile, and after consideration of
evidence of the adjudicated juvenile's compliance with community supervision
or parole requirements, if any. If the adjudicated juvenile was not ordered by a
court to participate in treatment for sex offenders, then the adjudicated juvenile
shall obtain a psychosexual evaluation conducted by a certified sex offender
treatment provider or a certified affiliate sex offender treatment provider
indicating that the adjudicated juvenile has the lowest likelihood of risk to
reoffend before the court grants unsupervised contact between the parent and a
child which may occur in the presence of the adjudicated juvenile who is
residing with the parent.

(m)(i) The limitations imposed by the court under (a) or (b) of this
subsection shall be reasonably calculated to protect the child from the physical,
sexual, or emotional abuse or harm that could result if the child has contact with
the parent requesting residential time. The limitations shall also be reasonably
calculated to provide for the safety of the parent who may be at risk of physical,
sexual, or emotional abuse or harm that could result if the parent has contact
with the parent requesting residential time. The limitations the court may
impose include, but are not limited to: Supervised contact between the child and
the parent or completion of relevant counseling or treatment. If the court
expressly finds based on the evidence that limitations on the residential time
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with the child will not adequately protect the child from the harm or abuse that
could result if the child has contact with the parent requesting residential time,
the court shall restrain the parent requesting residential time from all contact
with the child.

(1) The court shall not enter an order under (a) of this subsection allowing a
parent to have contact with a child if the parent has been found by clear and
convincing evidence in a civil action or by a preponderance of the evidence in a
dependency action to have sexually abused the child, except upon
recommendation by an evaluator or therapist for the child that the child is ready
for contact with the parent and will not be harmed by the contact. The court
shall not enter an order allowing a parent to have contact with the child in the
offender's presence if the parent resides with a person who has been found by
clear and convincing evidence in a civil action or by a preponderance of the
evidence in a dependency action to have sexually abused a child, unless the court
finds that the parent accepts that the person engaged in the harmful conduct and
the parent is willing to and capable of protecting the child from harm from the
person.

(iii) If the court limits residential time under (a) or (b) of this subsection to
require supervised contact between the child and the parent, the court shall not
approve of a supervisor for contact between a child and a parent who has
engaged in physical, sexual, or a pattern of emotional abuse of the child unless
the court finds based upon the evidence that the supervisor accepts that the
harmful conduct occurred and is willing to and capable of protecting the child
from harm. The court shall revoke court approval of the supervisor upon
finding, based on the evidence, that the supervisor has failed to protect the child
or is no longer willing to or capable of protecting the child.

(n) If the court expressly finds based on the evidence that contact between
the parent and the child will not cause physical, sexual, or emotional abuse or
harm to the child and that the probability that the parent's or other person's
harmful or abusive conduct will recur is so remote that it would not be in the
child's best interests to apply the limitations of (a), (b), and (m)(i) and (iii) of this
subsection, or if the court expressly finds that the parent's conduct did not have
an impact on the child, then the court need not apply the limitations of (a), (b),
and (m)(i) and (iii) of this subsection. The weight given to the existence of a
protection order issued under chapter 26.50 RCW as to domestic violence is
within the discretion of the court. This subsection shall not apply when (c), (d),
(e), (D, (g), (), (), (), (k), (1), and (m)(ii) of this subsection apply.

(3) A parent's involvement or conduct may have an adverse effect on the
child's best interests, and the court may preclude or limit any provisions of the
parenting plan, if any of the following factors exist:

(a) A parent's neglect or substantial nonperformance of parenting functions;

(b) A long-term emotional or physical impairment which interferes with the
parent's performance of parenting functions as defined in RCW 26.09.004;

(c) A long-term impairment resulting from drug, alcohol, or other substance
abuse that interferes with the performance of parenting functions;

(d) The absence or substantial impairment of emotional ties between the
parent and the child;

(e) The abusive use of conflict by the parent which creates the danger of
serious damage to the child's psychological development;
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(f) A parent has withheld from the other parent access to the child for a
protracted period without good cause; or

(g) Such other factors or conduct as the court expressly finds adverse to the
best interests of the child.

(4) In cases involving allegations of limiting factors under subsection
(2)(a)(ii) and (iii) of this section, both parties shall be screened to determine the
appropriateness of a comprehensive assessment regarding the impact of the
limiting factor on the child and the parties.

(5) In entering a permanent parenting plan, the court shall not draw any
presumptions from the provisions of the temporary parenting plan.

() (6) In determining whether any of the conduct described in this
section has occurred, the court shall apply the civil rules of evidence, proof, and
procedure.

((€6))) (7) For the purposes of this section, a parent's child means that
parent's natural child, adopted child, or stepchild.

NEW SECTION. Sec. 304. A new section is added to chapter 26.09 RCW
to read as follows:

Before entering a permanent parenting plan, the court shall determine the
existence of any information and proceedings relevant to the placement of the
child that are available in the judicial information system and databases.

Sec. 305. RCW 26.12.177 and 2005 ¢ 282 s 30 are each amended to read
as follows:

(1) All guardians ad litem and investigators appointed under this title must
comply with the training requirements established under RCW 2.56.030(15),
prior to their appointment in cases under Title 26 RCW, except that volunteer
guardians ad litem or court-appointed special advocates may comply with
alternative training requirements approved by the administrative office of the
courts that meet or exceed the statewide requirements. In cases involving

allegations of limiting factors under RCW 26.09.191, the guardians ad litem and

investigators appointed under this title must have additional relevant training
under RCW 2.56.030(15) and as recommended under section 306 of this act,

when it is available.

(2)(a) Each guardian ad litem program for compensated guardians ad litem
shall establish a rotational registry system for the appointment of guardians ad
litem and investigators under this title. If a judicial district does not have a
program the court shall establish the rotational registry system. Guardians ad
litem and investigators under this title shall be selected from the registry except
in exceptional circumstances as determined and documented by the court. The
parties may make a joint recommendation for the appointment of a guardian ad
litem from the registry.

(b) In judicial districts with a population over one hundred thousand, a list
of three names shall be selected from the registry and given to the parties along
with the background information as specified in RCW 26.12.175(3), including
their hourly rate for services. Each party may, within three judicial days, strike
one name from the list. If more than one name remains on the list, the court shall
make the appointment from the names on the list. In the event all three names
are stricken the person whose name appears next on the registry shall be
appointed.
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(c) If a party reasonably believes that the appointed guardian ad litem lacks
the necessary expertise for the proceeding, charges an hourly rate higher than
what is reasonable for the particular proceeding, or has a conflict of interest, the
party may, within three judicial days from the appointment, move for
substitution of the appointed guardian ad litem by filing a motion with the court.

(d) Under this section, within either registry referred to in (a) of this
subsection, a subregistry may be created that consists of guardians ad litem
under contract with the department of social and health services' division of
child support. Guardians ad litem on such a subregistry shall be selected and
appointed in state-initiated paternity cases only.

(e) The superior court shall remove any person from the guardian ad litem
registry who misrepresents his or her qualifications pursuant to a grievance
procedure established by the court.

(3) The rotational registry system shall not apply to court-appointed special
advocate programs.

NEW SECTION. Sec. 306. A new section is added to chapter 2.53 RCW to
read as follows:

(1)(a) The legislature requests that the supreme court convene and support a
task force to establish statewide protocols for dissolution cases.

(b) The task force shall develop: (i) Clear and concise dispute resolution
procedures; (ii) in conjunction with the office of crime victims advocacy, a
sexual assault training curriculum; (iii) consistent standards for parenting
evaluators; and (iv) a domestic violence training curriculum for individuals
making evaluations in dissolution cases. The task force shall make
recommendations concerning specialized evaluators for dissolution cases,
dissolution forms and procedures, and fees.

(c) The task force shall also study issues related to: (i) Venue for filing and
modifying petitions; and (ii) the program established under section 201 of this
act, including but not limited to: (A) The minimum components of the program;
(B) the extent of the program; (C) the administration of the program; (D) the
handling of confidential information obtained; and (E) the selection of
appropriate short screen tools to be utilized in the administration of the program.

(2) The governor shall appoint the following members of the task force:

(a) A representative of the office of crime victims advocacy;

(b) A professor of law specializing in family law;

(c) A representative from a statewide domestic violence advocacy group;

(d) A representative from a community sexual assault program;

(e) Two noncustodial parents with at least one representing the interests of
low-income noncustodial parents; and

(f) Two custodial parents with at least one representing the interests of low-
income custodial parents.

(3) The chief justice of the supreme court is requested to appoint the
following members of the task force:

(a) Two representatives from the superior court judges association,
including a superior court judge and a court commissioner who is familiar with
dissolution issues;

(b) A representative from the administrative office of the courts;

(c) A representative from the Washington state bar association's family law
executive committee;
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(d) A representative from a qualified legal aid provider that receives funding
from the office of civil legal aid;

(e) A representative of the Washington state association of county clerks;
and

(f) A guardian ad litem.

(4) The president of the senate shall appoint one member from each of the
two largest caucuses of the senate.

(5) The speaker of the house of representatives shall appoint one member
from each of the two largest caucuses of the house of representatives, with at
least one member.

(6) Membership of the task force may also include members of the civil
legal aid oversight committee, including but not limited to the legislative
members of the committee.

(7) The task force shall carefully consider all input received from interested
organizations and individuals during the task force process.

(8) The task force may form an executive committee, create subcommittees,
designate alternative representatives, and define other procedures, as needed, for
operation of the task force.

(9) Legislative members of the task force shall be reimbursed for travel
expenses under RCW 44.04.120. Nonlegislative members, except those
representing an employee or organization, are entitled to be reimbursed for
travel expenses in accordance with RCW 43.03.050 and 43.03.060.

(10) The task force shall present preliminary findings and conclusions to the
governor's office, the supreme court, and the appropriate committees of the
legislature by September 1, 2008. A final report and recommendations,
including recommendations for legislative action, if necessary, and
recommendations regarding the program under section 201 of this act, shall be
completed by December 1, 2008.

(11) This section expires June 30, 2009.

PART IV - Additional Services

NEW SECTION. Sec. 401. A new section is added to chapter 26.09 RCW
to read as follows:

In order to provide judicial officers with better information and to facilitate
decision making which allows for the protection of children from physical,
mental, or emotional harm and in order to facilitate consistent healthy contact
between both parents and their children:

(1) Parties and witnesses who require the assistance of interpreters shall be
provided access to qualified interpreters pursuant to chapter 2.42 or 2.43 RCW.
To the extent practicable and within available resources, interpreters shall also
be made available at dissolution-related proceedings.

(2) Parties and witnesses who require literacy assistance shall be referred to
the multipurpose service centers established in chapter 28B.04 RCW.

(3) In matters involving guardian ad litems, the court shall specify the
hourly rate the guardian ad litem may charge for his or her services, and shall
specify the maximum amount the guardian ad litem may charge without
additional review. Counties may, and to the extent state funding is provided
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therefor counties shall, provide indigent parties with guardian ad litem services
at a reduced or waived fee.

(4) Parties may request to participate by telephone or interactive
videoconference. The court may allow telephonic or interactive
videoconference participation of one or more parties at any proceeding in its
discretion. The court may also allow telephonic or interactive videoconference
participation of witnesses.

(5) In cases involving domestic violence or child abuse, if residential time is
ordered, the court may:

(a) Order exchange of a child to occur in a protected setting;

(b) Order residential time supervised by a neutral and independent adult and
pursuant to an adequate plan for supervision of such residential time. The court
shall not approve of a supervisor for contact between the child and the parent
unless the supervisor is willing to and capable of protecting the child from harm.
The court shall revoke court approval of the supervisor if the court determines,
after a hearing, that the supervisor has failed to protect the child or is no longer
willing or capable of protecting the child. If the court allows a family or
household member to supervise residential time, the court shall establish
conditions to be followed during residential time.

(6) In cases in which the court finds that the parties do not have a
satisfactory history of cooperation or there is a high level of parental conflict, the
court may order the parties to use supervised visitation and safe exchange
centers or alternative safe locations to facilitate the exercise of residential time.

PART V - Mediation

Sec. 501. RCW 26.09.015 and 2005 ¢ 172 s 17 are each amended to read
as follows:

(1) In any proceeding under this chapter, the matter may be set for
mediation of the contested issues before or concurrent with the setting of the
matter for hearing. The purpose of the mediation proceeding shall be to reduce
acrimony which may exist between the parties and to develop an agreement
assuring the child's close and continuing contact with both parents after the
marriage is dissolved. The mediator shall use his or her best efforts to effect a
settlement of the dispute.

(2)(a) Each superior court may make available a mediator. The court shall
use the most cost-effective mediation services that are readily available unless
there is good cause to access alternative providers. The mediator may be a
member of the professional staff of a family court or mental health services
agency, or may be any other person or agency designated by the court. In order
to provide mediation services, the court is not required to institute a family court.

(b) In any proceeding involving issues relating to residential time or other
matters governed by a parenting plan, the matter may be set for mediation of the
contested issues before or concurrent with the setting of the matter for hearing.

Counties may, and to the extent state funding is provided therefor counties shall,
provide both predecree and postdecree mediation at reduced or waived fee to the

parties within one year of the filing of the dissolution petition.
(3)(a) Mediation proceedings under this chapter shall be governed in all
respects by chapter 7.07 RCW, except as follows:
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(1) Mediation communications in postdecree mediations mandated by a
parenting plan are admissible in subsequent proceedings for the limited purpose
of proving:

(A) Abuse, neglect, abandonment, exploitation, or unlawful harassment as
defined in RCW 9A.46.020(1), of a child;

(B) Abuse or unlawful harassment as defined in RCW 9A.46.020(1), of a
family or household member as defined in RCW 26.50.010(2); or

(C) That a parent used or frustrated the dispute resolution process without
good reason for purposes of RCW 26.09.184(3)(d).

(i1) If a postdecree mediation-arbitration proceeding is required pursuant to
a parenting plan and the same person acts as both mediator and arbitrator,
mediation communications in the mediation phase of such a proceeding may be
admitted during the arbitration phase, and shall be admissible in the judicial
review of such a proceeding under RCW 26.09.184(3)(e) to the extent necessary
for such review to be effective.

(b) None of the exceptions under (a)(i) and (ii) of this subsection shall
subject a mediator to compulsory process to testify except by court order for
good cause shown, taking into consideration the need for the mediator's
testimony and the interest in the mediator maintaining an appearance of
impartiality. If a mediation communication is not privileged under (a)(i) of this
subsection or that portion of (a)(ii) of this subsection pertaining to judicial
review, only the portion of the communication necessary for the application of
the exception may be admitted, and such admission of evidence shall not render
any other mediation communication discoverable or admissible except as may
be provided in chapter 7.07 RCW.

(4) The mediator shall assess the needs and interests of the child or children
involved in the controversy and may interview the child or children if the
mediator deems such interview appropriate or necessary.

(5) Any agreement reached by the parties as a result of mediation shall be
reported to the court and to counsel for the parties by the mediator on the day set
for mediation or any time thereafter designated by the court.

PART VI - Residential Time

Sec. 601. RCW 26.09.184 and 1991 ¢ 367 s 7 are each amended to read as
follows:

(1) OBJECTIVES. The objectives of the permanent parenting plan are to:

(a) Provide for the child's physical care;

(b) Maintain the child's emotional stability;

(c) Provide for the child's changing needs as the child grows and matures, in
a way that minimizes the need for future modifications to the permanent
parenting plan;

(d) Set forth the authority and responsibilities of each parent with respect to
the child, consistent with the criteria in RCW 26.09.187 and 26.09.191;

(e) Minimize the child's exposure to harmful parental conflict;

(f) Encourage the parents, where appropriate under RCW 26.09.187 and
26.09.191, to meet their responsibilities to their minor children through
agreements in the permanent parenting plan, rather than by relying on judicial
intervention; and
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(g) To otherwise protect the best interests of the child consistent with RCW
26.09.002.

(2) CONTENTS OF THE PERMANENT PARENTING PLAN. The
permanent parenting plan shall contain provisions for resolution of future
disputes between the parents, allocation of decision-making authority, and
residential provisions for the child.

(3) CONSIDERATION IN ESTABLISHING THE PERMANENT
PARENTING PLAN. In establishing a permanent parenting plan, the court may
consider the cultural heritage and religious beliefs of a child.

(4) DISPUTE RESOLUTION. A process for resolving disputes, other than
court action, shall be provided unless precluded or limited by RCW 26.09.187 or
26.09.191. A dispute resolution process may include counseling, mediation, or
arbitration by a specified individual or agency, or court action. In the dispute
resolution process:

(a) Preference shall be given to carrying out the parenting plan;

(b) The parents shall use the designated process to resolve disputes relating
to implementation of the plan, except those related to financial support, unless
an emergency exists;

(¢) A written record shall be prepared of any agreement reached in
counseling or mediation and of each arbitration award and shall be provided to
each party;

(d) If the court finds that a parent has used or frustrated the dispute
resolution process without good reason, the court shall award attorneys' fees and
financial sanctions to the prevailing parent;

(e) The parties have the right of review from the dispute resolution process
to the superior court; and

(f) The provisions of (a) through (e) of this subsection shall be set forth in
the decree.

((4))) (5) ALLOCATION OF DECISION-MAKING AUTHORITY.

(a) The plan shall allocate decision-making authority to one or both parties
regarding the children's education, health care, and religious upbringing. The
parties may incorporate an agreement related to the care and growth of the child
in these specified areas, or in other areas, into their plan, consistent with the
criteria in RCW 26.09.187 and 26.09.191. Regardless of the allocation of
decision-making in the parenting plan, either parent may make emergency
decisions affecting the health or safety of the child.

(b) Each parent may make decisions regarding the day-to-day care and
control of the child while the child is residing with that parent.

(c) When mutual decision making is designated but cannot be achieved, the
parties shall make a good-faith effort to resolve the issue through the dispute
resolution process.

() (6) RESIDENTIAL PROVISIONS FOR THE CHILD. The plan
shall include a residential schedule which designates in which parent's home
each minor child shall reside on given days of the year, including provision for
holidays, birthdays of family members, vacations, and other special occasions,
consistent with the criteria in RCW 26.09.187 and 26.09.191.

((¢6))) (7) PARENTS' OBLIGATION UNAFFECTED. If a parent fails to
comply with a provision of a parenting plan or a child support order, the other
parent's obligations under the parenting plan or the child support order are not
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affected. Failure to comply with a provision in a parenting plan or a child
support order may result in a finding of contempt of court, under RCW
26.09.160.

(D)) (8) PROVISIONS TO BE SET FORTH IN PERMANENT
PARENTING PLAN. The permanent parenting plan shall set forth the
provisions of subsections ((3))) (4)(a) through (¢), (((4))) (5)(b) and (c), and
((€6))) (1) of this section.

Sec. 602. RCW 26.09.015 and 2005 ¢ 172 s 17 are each amended to read
as follows:

(1) In any proceeding under this chapter, the matter may be set for
mediation of the contested issues before or concurrent with the setting of the
matter for hearing. The purpose of the mediation proceeding shall be to reduce
acrimony which may exist between the parties and to develop an agreement
assuring the child's close and continuing contact with both parents after the
marriage is dissolved. The mediator shall use his or her best efforts to effect a
settlement of the dispute.

(2) Each superior court may make available a mediator. The mediator may
be a member of the professional staff of a family court or mental health services
agency, or may be any other person or agency designated by the court. In order
to provide mediation services, the court is not required to institute a family court.

(3)(a) Mediation proceedings under this chapter shall be governed in all
respects by chapter 7.07 RCW, except as follows:

(1) Mediation communications in postdecree mediations mandated by a
parenting plan are admissible in subsequent proceedings for the limited purpose
of proving:

(A) Abuse, neglect, abandonment, exploitation, or unlawful harassment as
defined in RCW 9A.46.020(1), of a child;

(B) Abuse or unlawful harassment as defined in RCW 9A.46.020(1), of a
family or household member as defined in RCW 26.50.010(2); or

(C) That a parent used or frustrated the dispute resolution process without
good reason for purposes of RCW 26.09.184((63})) (4)(d).

(i1) If a postdecree mediation-arbitration proceeding is required pursuant to
a parenting plan and the same person acts as both mediator and arbitrator,
mediation communications in the mediation phase of such a proceeding may be
admitted during the arbitration phase, and shall be admissible in the judicial
review of such a proceeding under RCW 26.09.184((63})) (4)(e) to the extent
necessary for such review to be effective.

(b) None of the exceptions under (a)(i) and (ii) of this subsection shall
subject a mediator to compulsory process to testify except by court order for
good cause shown, taking into consideration the need for the mediator's
testimony and the interest in the mediator maintaining an appearance of
impartiality. If a mediation communication is not privileged under (a)(i) of this
subsection or that portion of (a)(ii) of this subsection pertaining to judicial
review, only the portion of the communication necessary for the application of
the exception may be admitted, and such admission of evidence shall not render
any other mediation communication discoverable or admissible except as may
be provided in chapter 7.07 RCW.
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(4) The mediator shall assess the needs and interests of the child or children
involved in the controversy and may interview the child or children if the
mediator deems such interview appropriate or necessary.

(5) Any agreement reached by the parties as a result of mediation shall be
reported to the court and to counsel for the parties by the mediator on the day set
for mediation or any time thereafter designated by the court.

Sec. 603. RCW 26.09.187 and 1989 ¢ 375 s 10 are each amended to read
as follows:

(1) DISPUTE RESOLUTION PROCESS. The court shall not order a
dispute resolution process, except court action, when it finds that any limiting
factor under RCW 26.09.191 applies, or when it finds that either parent is unable
to afford the cost of the proposed dispute resolution process. If a dispute
resolution process is not precluded or limited, then in designating such a process
the court shall consider all relevant factors, including:

(a) Differences between the parents that would substantially inhibit their
effective participation in any designated process;

(b) The parents' wishes or agreements and, if the parents have entered into
agreements, whether the agreements were made knowingly and voluntarily; and

(c) Differences in the parents' financial circumstances that may affect their
ability to participate fully in a given dispute resolution process.

(2) ALLOCATION OF DECISION-MAKING AUTHORITY.

(a) AGREEMENTS BETWEEN THE PARTIES. The court shall approve
agreements of the parties allocating decision-making authority, or specifying
rules in the areas listed in RCW 26.09.184((4))) (5)(a), when it finds that:

(i) The agreement is consistent with any limitations on a parent's decision-
making authority mandated by RCW 26.09.191; and

(i1) The agreement is knowing and voluntary.

(b) SOLE DECISION-MAKING AUTHORITY. The court shall order sole
decision-making to one parent when it finds that:

(1) A limitation on the other parent's decision-making authority is mandated
by RCW 26.09.191;

(i1) Both parents are opposed to mutual decision making;

(iii) One parent is opposed to mutual decision making, and such opposition
is reasonable based on the criteria in (c) of this subsection;

(c) MUTUAL DECISION-MAKING AUTHORITY. Except as provided in
(a) and (b) of this subsection, the court shall consider the following criteria in
allocating decision-making authority:

(i) The existence of a limitation under RCW 26.09.191;

(i1) The history of participation of each parent in decision making in each of
the areas in RCW 26.09.184(((4)) (5)(a);

(iii) Whether the parents have a demonstrated ability and desire to cooperate
with one another in decision making in each of the areas in RCW
26.09.184((4)) (5)(a); and

(iv) The parents' geographic proximity to one another, to the extent that it
affects their ability to make timely mutual decisions.

(3) RESIDENTIAL PROVISIONS.

(a) The court shall make residential provisions for each child which
encourage each parent to maintain a loving, stable, and nurturing relationship
with the child, consistent with the child's developmental level and the family's
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social and economic circumstances. The child's residential schedule shall be
consistent with RCW 26.09.191. Where the limitations of RCW 26.09.191 are
not dispositive of the child's residential schedule, the court shall consider the
following factors:
(1) The relative strength, nature, and stability of the child's relationship with
each parent((—me}udmg—whe&wm—pafeﬂHm%t&keﬁ—gf&%eHesi%ﬂ%&w—fef
he-child));

(11) The agreements of the partles prov1ded they were entered into
knowingly and voluntarily;

(ii1) Each parent's past and potential for future performance of parenting
functions as defined in RCW 26.09.004(3). including whether a parent has taken
greater responsibility for performing parenting functions relating to the daily
needs of the child;

(iv) The emotional needs and developmental level of the child;

(v) The child's relationship with siblings and with other significant adults, as
well as the child's involvement with his or her physical surroundings, school, or
other significant activities;

(vi) The wishes of the parents and the wishes of a child who is sufficiently
mature to express reasoned and independent preferences as to his or her
residential schedule; and

(vii) Each parent's employment schedule, and shall make accommodations
consistent with those schedules.

Factor (i) shall be given the greatest weight.

(b) Where the limitations of RCW 26.09.191 are not dispositive, the court

may order that a child frequently alternate his or her residence between the
households of the parents for brlef and substantially equal intervals of time

@Gi-Theprovistions-are-in-the-bestinterests-of the-ehild)) if such provision is
in the best interests of the child. In determining whether such an arrangement is
in the best interests of the child, the court may consider the parties geographic
proximity to the extent necessary to ensure the ability to share performance of
the parenting functions.

(c) For any child, residential provisions may contain any reasonable terms
or _conditions that facilitate the orderly and meaningful exercise of residential
time by a parent, including but not limited to requirements of reasonable notice
when residential time will not occur.

Sec. 604. RCW 26.09.197 and 1987 ¢ 460 s 14 are each amended to read
as follows:

After considering the affidavit required by RCW 26.09.194(1) and other
relevant evidence presented, the court shall make a temporary parenting plan
that is in the best interest of the child. In making this determination, the court
shall give particular consideration to:
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ehild)) The relative strength, nature, and stability of the child's relationship with
each parent; and

(2) Which parenting arrangements will cause the least disruption to the
child's emotional stability while the action is pending.

The court shall also consider the factors used to determine residential
provisions in the permanent parenting plan.

PART VII - Data Tracking

NEW SECTION. Sec. 701. A new section is added to chapter 26.09 RCW
to read as follows:

The parties to dissolution matters shall file with the clerk of the court the
residential time summary report. The summary report shall be on the form
developed by the administrative office of the courts in consultation with the
department of social and health services division of child support. The parties
must complete the form and file the form with the court order. The clerk of the
court must forward the form to the division of child support on at least a monthly
basis.

NEW SECTION. Sec. 702. A new section is added to chapter 26.18 RCW
to read as follows:

(1) The administrative office of the courts in consultation with the
department of social and health services, division of child support, shall develop
a residential time summary report form to provide for the reporting of summary
information in every case in which residential time with children is to be
established or modified.

(2) The residential time summary report must include at a minimum: A
breakdown of residential schedules with a reasonable degree of specificity
regarding actual time with each parent, including enforcement practices,
representation status of the parties, whether domestic violence, child abuse,
chemical dependency, or mental health issues exist, and whether the matter was
agreed or contested.

(3) The division of child support shall compile and electronically transmit
the information in the residential time summary reports to the administrative
office of the courts for purposes of tracking residential time awards by parent,
enforcement practices, representation status of the parties, the existence of
domestic violence, child abuse, chemical dependency, or mental health issues
and whether the matter was agreed or contested.

(4) The administrative office of the courts shall report the compiled
information, organized by each county, on at least an annual basis. The
information shall be itemized by quarter. These reports shall be made publicly
available through the judicial information public access services and shall not
contain any personal identifying information of parties in the proceedings.

PART VIII - Miscellaneous

NEW SECTION. Sec. 801. Part headings used in this act are not any part
of the law.
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NEW SECTION. Sec. 802. If specific funding for the purposes of section
306 of this act, referencing section 306 of this act by bill or chapter number and
section number, is not provided by June 30, 2007, in the omnibus appropriations
act, section 306 of this act is null and void.

NEW SECTION. Sec. 803. If specific funding for the purposes of section
701 of this act, referencing section 701 of this act by bill or chapter number and
section number, is not provided by June 30, 2007, in the omnibus appropriations
act, section 701 of this act is null and void.

NEW SECTION. Sec. 804. If specific funding for the purposes of section
702 of this act, referencing section 702 of this act by bill or chapter number and
section number, is not provided by June 30, 2007, in the omnibus appropriations
act, section 702 of this act is null and void.

NEW SECTION. Sec. 805. (1) Sections 201 and 204 of this act take effect
July 1, 2009.

(2) Section 202 of this act takes effect January 1, 2008.

(3) Section 501 of this act takes effect January 1, 2009.

Passed by the Senate April 19, 2007.

Passed by the House April 18, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 497
[Substitute Senate Bill 5647]
LODGING TAX—TOURISM PROMOTION

AN ACT Relating to clarifying the use of existing lodging tax revenues for tourism promotion;
amending RCW 67.28.080; adding a new section to chapter 67.28 RCW; and providing expiration
dates.

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

Sec. 1. RCW 67.28.080 and 1997 ¢ 452 s 2 are each amended to read as
follows:

The definitions in this section apply throughout this chapter unless the
context clearly requires otherwise.

(1) "Acquisition" includes, but is not limited to, siting, acquisition, design,
construction, refurbishing, expansion, repair, and improvement, including
paying or securing the payment of all or any portion of general obligation bonds,
leases, revenue bonds, or other obligations issued or incurred for such purpose or
purposes under this chapter.

(2) "Municipality" means any county, city or town of the state of
Washington.

(3) "Operation" includes, but is not limited to, operation, management, and
marketing.

(4) "Person" means the federal government or any agency thereof, the state
or any agency, subdivision, taxing district or municipal corporation thereof other
than county, city or town, any private corporation, partnership, association, or
individual.

(5) "Tourism" means economic activity resulting from tourists, which may
include sales of overnight lodging, meals, tours, gifts, or souvenirs.
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(6) "Tourism promotion" means activities, operations, and expenditures
designed to increase tourism, including but not limited to advertising,
publicizing, or otherwise distributing information for the purpose of attracting
and welcoming tourists; developing strategies to expand tourism; operating
tourism promotion agencies; and funding the marketing of or the operation of
special events and festivals designed to attract tourists.

(7) "Tourism-related facility" means real or tangible personal property with
a usable life of three or more years, or constructed with volunteer labor((;)) that
is: _(a)(i) Owned by a public entity; (ii) owned by a nonprofit organization
described under section 501(c)(3) of the federal internal revenue code of 1986,
as amended: or (iii) owned by a nonprofit organization described under section
501(c)(6) of the federal internal revenue code of 1986, as amended, a business

organization, destination marketing organization, main street organization,

lodging association, or chamber of commerce and (b) used to support tourism,
performing arts, or to accommodate tourist activities.

(8) "Tourist" means a person who travels from a place of residence to a
different town, city, county, state, or country, for purposes of business, pleasure,
recreation, education, arts, heritage, or culture.

(9) Amendments made in section 1 of this act (chapter . .., Laws of 2007)
expire June 30, 2013.

NEW SECTION. Sec. 2. A new section is added to chapter 67.28 RCW to
read as follows:

(1) Lodging tax revenues under this chapter may be used, directly by local
jurisdictions or indirectly through a convention and visitors bureau or destination
marketing organization, for the marketing and operations of special events and
festivals and to support the operations and capital expenditures of tourism-
related facilities owned by nonprofit organizations described under 501(c)(3)
and 501(c)(6) of the internal revenue code of 1986, as amended.

(2) Local jurisdictions that use the lodging tax revenues under this section
must submit an annual economic impact report for these expenditures to the
department of community, trade, and economic development beginning January
1, 2008. This economic impact report, at a minimum, must include: (a) The
total revenue received under this chapter for each year; (b) the list of festivals,
special events, or nonprofit 501(c)(3) or 501(c)(6) organizations that received
funds under this chapter; (c) the amount of revenue expended on each festival,
special event, or tourism-related facility owned by a nonprofit 501(c)(3) or
501(c)(6) organization; (d) the estimated number of tourists, persons traveling
over fifty miles to the destination, persons remaining at the destination
overnight, and lodging stays generated per festival, special event, or tourism-
related facility owned by a nonprofit 501(c)(3) or 501(c)(6) organization; (e) an
estimated increase in sales and use tax revenues attributable to the special event,
festival, or tourism-related facility owned by a nonprofit 501(c)(3) or 501(c)(6)
organization; and (f) any other measurements the local government finds that
demonstrate the impact of the increased tourism attributable to the festival,
special event, or tourism-related facility owned by a nonprofit 501(c)(3) or
501(c)(6) organization.

(3) The joint legislative audit and review committee must report to the
legislature and the governor on the use and economic impact of lodging tax
revenues by local jurisdictions since the effective date of this act to support
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festivals, special events, and tourism-related facilities owned by a nonprofit
organization under section 501(c)(3) or 501(c)(6) of the internal revenue code of
1986, as amended, and the economic impact generated by these festivals, events,
and facilities. This report shall be due September 1, 2012.

(4) This section expires June 30, 2013.

Passed by the Senate April 17, 2007.

Passed by the House April 12, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 498
[Engrossed Substitute Senate Bill 5726]
INSURANCE FAIR CONDUCT ACT

AN ACT Relating to creating the insurance fair conduct act; amending RCW 48.30.010;
adding a new section to chapter 48.30 RCW; creating a new section; and prescribing penalties.

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

NEW SECTION. Sec. 1. This act may be known and cited as the insurance
fair conduct act.

Sec. 2. RCW 48.30.010 and 1997 ¢ 409 s 107 are each amended to read as
follows:

(1) No person engaged in the business of insurance shall engage in unfair
methods of competition or in unfair or deceptive acts or practices in the conduct
of such business as such methods, acts, or practices are defined pursuant to
subsection (2) of this section.

(2) In addition to such unfair methods and unfair or deceptive acts or
practices as are expressly defined and prohibited by this code, the commissioner
may from time to time by regulation promulgated pursuant to chapter 34.05
RCW, define other methods of competition and other acts and practices in the
conduct of such business reasonably found by the commissioner to be unfair or
deceptive after a review of all comments received during the notice and
comment rule-making period.

(3)(a) In defining other methods of competition and other acts and practices
in the conduct of such business to be unfair or deceptive, and after reviewing all
comments and documents received during the notice and comment rule-making
period, the commissioner shall identify his or her reasons for defining the
method of competition or other act or practice in the conduct of insurance to be
unfair or deceptive and shall include a statement outlining these reasons as part
of the adopted rule.

(b) The commissioner shall include a detailed description of facts upon
which he or she relied and of facts upon which he or she failed to rely, in
defining the method of competition or other act or practice in the conduct of
insurance to be unfair or deceptive, in the concise explanatory statement
prepared under RCW 34.05.325(6).

(c) Upon appeal the superior court shall review the findings of fact upon
which the regulation is based de novo on the record.

(4) No such regulation shall be made effective prior to the expiration of
thirty days after the date of the order by which it is promulgated.
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(5) If the commissioner has cause to believe that any person is violating any
such regulation, the commissioner may order such person to cease and desist
therefrom. The commissioner shall deliver such order to such person direct or
mail it to the person by registered mail with return receipt requested. If the
person violates the order after expiration of ten days after the cease and desist
order has been received by him or her, he or she may be fined by the
commissioner a sum not to exceed two hundred and fifty dollars for each
violation committed thereafter.

(6) If any such regulation is violated, the commissioner may take such other
or additional action as is permitted under the insurance code for violation of a
regulation.

(7) An insurer engaged in the business of insurance may not unreasonably
deny a claim for coverage or payment of benefits to any first party claimant.

U

'First party claimant" has the same meaning as in section 3 of this act.

NEW SECTION. Sec. 3. A new section is added to chapter 48.30 RCW to
read as follows:

(1) Any first party claimant to a policy of insurance who is unreasonably
denied a claim for coverage or payment of benefits by an insurer may bring an
action in the superior court of this state to recover the actual damages sustained,
together with the costs of the action, including reasonable attorneys' fees and
litigation costs, as set forth in subsection (3) of this section.

(2) The superior court may, after finding that an insurer has acted
unreasonably in denying a claim for coverage or payment of benefits or has
violated a rule in subsection (5) of this section, increase the total award of
damages to an amount not to exceed three times the actual damages.

(3) The superior court shall, after a finding of unreasonable denial of a claim
for coverage or payment of benefits, or after a finding of a violation of a rule in
subsection (5) of this section, award reasonable attorneys' fees and actual and
statutory litigation costs, including expert witness fees, to the first party claimant
of an insurance contract who is the prevailing party in such an action.

(4) "First party claimant" means an individual, corporation, association,
partnership, or other legal entity asserting a right to payment as a covered person
under an insurance policy or insurance contract arising out of the occurrence of
the contingency or loss covered by such a policy or contract.

(5) A violation of any of the following is a violation for the purposes of
subsections (2) and (3) of this section:

(a) WAC 284-30-330, captioned "specific unfair claims settlement practices
defined";

(b) WAC 284-30-350, captioned "misrepresentation of policy provisions";

(c) WAC 284-30-360, captioned "failure to acknowledge pertinent
communications";

(d) WAC 284-30-370, captioned "standards for prompt investigation of
claims";

(e) WAC 284-30-380, captioned "standards for prompt, fair and equitable
settlements applicable to all insurers"; or

(f) An unfair claims settlement practice rule adopted under RCW 48.30.010
by the insurance commissioner intending to implement this section. The rule
must be codified in chapter 284-30 of the Washington Administrative Code.
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(6) This section does not limit a court's existing ability to make any other
determination regarding an action for an unfair or deceptive practice of an
insurer or provide for any other remedy that is available at law.

(7) This section does not apply to a health plan offered by a health carrier.
"Health plan" has the same meaning as in RCW 48.43.005. "Health carrier" has
the same meaning as in RCW 48.43.005.

(8)(a) Twenty days prior to filing an action based on this section, a first
party claimant must provide written notice of the basis for the cause of action to
the insurer and office of the insurance commissioner. Notice may be provided
by regular mail, registered mail, or certified mail with return receipt requested.
Proof of notice by mail may be made in the same manner as prescribed by court
rule or statute for proof of service by mail. The insurer and insurance
commissioner are deemed to have received notice three business days after the
notice is mailed.

(b) If the insurer fails to resolve the basis for the action within the twenty-
day period after the written notice by the first party claimant, the first party
claimant may bring the action without any further notice.

(c) The first party claimant may bring an action after the required period of
time in (a) of this subsection has elapsed.

(d) If a written notice of claim is served under (a) of this subsection within
the time prescribed for the filing of an action under this section, the statute of
limitations for the action is tolled during the twenty-day period of time in (a) of
this subsection.

Passed by the Senate April 14, 2007.

Passed by the House April 5, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 499
[Substitute Senate Bill 5826]
CONSUMER CREDIT REPORTS
AN ACT Relating to consumer credit reports; amending RCW 19.182.170; and providing an
effective date.

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

Sec. 1. RCW 19.182.170 and 2005 ¢ 342 s 1 are each amended to read as
follows:

(1) A ((vietim-ofidentits - or

eeﬂsumer—fepeftmg—&geﬂey)) consumer, who isa res1dent of thlS state may elect

to place a security freeze on his or her credit report by making a request in

writing by certified mail to a consumer reporting agency. "Security freeze"

means a ((notice—placedin—-a—consumer's—ereditreport—at-therequest-ofthe

i b g o, ] hibits—the

frem—ﬁ—wﬁheat—the—e*pfess—atﬁheﬁ-z&tteﬁ—ef—ﬂ&e—eeﬂsumef)) prohlbmon=

consistent with this section, on a consumer reporting agency's furnishing of a

consumer's credit report to a third party intending to use the credit report to
determine the consumer's eligibility for credit. If a security freeze is in place,
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information from a consumer's credit report may not be released to a third party
without prior express authorization from the consumer. This subsection does not
prevent a consumer reporting agency from advising a third party that a security
freeze is in effect with respect to the consumer's credit report.

(2) For purposes of this section and RCW 19.182.180 through 19.182.210((;

&)

(a) "Victim of identity theft" means((:

ity)) a person who has a police
report evidencing their claim to be a victim of a violation of RCW 9.35.020 and
which report will be produced to a consumer reporting agency. upon such
consumer reporting agency's request.
(b) "Credit report" means a consumer report, as defined in 15 U.S.C. Sec.
1681a, that is used or collected to serve as a factor in establishing a consumer's

eligibility for credit for personal, family, or household purposes.
(c) "Normal business hours" means Sunday through Saturday, between the

hours of 6:00 a.m. and 9:30 p.m. Pacific Time.

(3) A consumer reporting agency shall place a security freeze on a
consumer's credit report no later than five business days after receiving a written
request from the consumer and payment of the fee required by the consumer
reporting agency under subsection (13) of this section.

(4) The consumer reporting agency shall send a written confirmation of the
security freeze to the consumer within ten business days and shall provide the
consumer with a unique personal identification number or password to be used
by the consumer when providing authorization for the release of his or her credit
report for a specific party or period of time.

(5) If the consumer wishes to allow his or her credit report to be accessed for
a specific ((party—er)) period of time while a freeze is in place, he or she shall
contact the consumer reporting agency, request that the freeze be temporarily
lifted, and provide the following:

(a) Proper identification, which means that information generally deemed
sufficient to identify a person. Only if the consumer is unable to sufficiently
identify himself or herself, may a consumer reporting agency require additional
information concerning the consumer's employment and personal or family
history in order to verify his or her identity;

(b) The unique personal identification number or password provided by the
((eredit)) consumer reporting agency under subsection (4) of this section; ((and))

(c) The proper information regarding (( i i i
ereditrepert-or)) the time period for which the report is available to users of the
credit report; and

(d) Payment of the fee required by the consumer reporting agency under
subsection (13) of this section.

(6) A consumer reporting agency that receives a request from a consumer to
temporarily lift a freeze on a credit report under subsection (5) of this section((5))
shall comply with the request ((re-later-than)) within:

(a) Three business days ((after)) of receiving the request by mail; or
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(b) Fifteen minutes of receiving the request from the consumer through the

electronic contact method chosen by the consumer reporting agency in
accordance with subsection (8) of this section, if the request:

(1) Is received during normal business hours; and

(ii) Includes the consumer's proper identification and correct personal
identification number or password.

(7) A _consumer reporting agency is not required to remove a security freeze
within the time provided in subsection (6)(b) of this section if:

(a) The consumer fails to meet the requirements of subsection (5) of this
section; or

(b) The consumer reporting agency's ability to remove the security freeze
within fifteen minutes is prevented by:

(i) An act of God, including fire, earthquakes, hurricanes, storms, or similar
natural disasters or phenomena;
(i1) Unauthorized or illegal acts by a third party, including terrorism,

sabotage, riot, vandalism, labor strikes, or disputes disrupting operations. or
similar occurrences:

iii) An interruption in operations, including electrical failure, unanticipated

delay in equipment or replacement part delivery, computer hardware or software

failures inhibiting response time, or similar disruptions;
iv) Governmental action, including emergency orders or regulations
judicial or law enforcement action, or similar directives;

(v) Regularly scheduled maintenance of, or updates to, the consumer
reporting agency's systems outside of normal business hours;

(vi) Commercially reasonable maintenance of, or repair to, the consumer
reporting agency's systems that is unexpected or unscheduled; or

(vii) Receipt of a removal request outside of normal business hours.

(8) A consumer reporting agency may develop procedures involving the use
of telephone, fax, the internet, or other electronic media to receive and process a
request from a consumer to temporarily lift a freeze on a credit report under
subsection (5) of this section in an expedited manner.

((63)) (9) A consumer reporting agency shall remove or temporarily lift a
freeze placed on a consumer's credit report only in the following cases:

(a) Upon consumer request, under subsection (5) or ((H5)) (12) of this
section; or

(b) When the consumer's credit report was frozen due to a material
misrepresentation of fact by the consumer. When a consumer reporting agency
intends to remove a freeze upon a consumer's credit report under this subsection,
the consumer reporting agency shall notify the consumer in writing prior to
removing the freeze on the consumer's credit report.

((99)) (10) When a third party requests access to a consumer credit report
on which a security freeze is in effect, and this request is in connection with an
application for credit or any other use, and the consumer does not allow his or
her credit report to be accessed for that ((speetfie-party—or)) period of time, the
third party may treat the application as incomplete.

() (11) When a consumer requests a security freeze, the consumer
reporting agency shall disclose the process of placing and temporarily lifting a
freeze, and the process for allowing access to information from the consumer's
credit report for a specific ((party-or)) period of time while the freeze is in place.
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(D)) (12) A security freeze remains in place until the consumer requests
that the security freeze be removed. A consumer reporting agency shall remove
a security freeze within three business days of receiving a request for removal
from the consumer, who provides ((beth)) all of the following:

(a) Proper identification, as defined in subsection (5)(a) of this section;
((and))

(b) The unique personal identification number or password provided by the
consumer reporting agency under subsection (4) of this section; and

(c) Payment of the fee required by the consumer reporting agency under
subsection (13) of this section.

((H2))) (13)(a) Except as provided in (b) of this subsection, a consumer
reporting agency may charge a fee of no more than ten dollars to a consumer for
placement of each freeze, temporary lift of the freeze, or removal of the freeze.

(b) A consumer reporting agency may not charge a fee to place a security
freeze for a victim of identity theft or for a consumer, who is sixty-five years old
or older.

(14) This section does not apply to the use of a consumer credit report by
any of the following:

(a) A person or entity, or a subsidiary, affiliate, or agent of that person or
entity, or an assignee of a financial obligation owing by the consumer to that
person or entity, or a prospective assignee of a financial obligation owing by the
consumer to that person or entity in conjunction with the proposed purchase of
the financial obligation, with which the consumer has or had prior to assignment
an account or contract, including a demand deposit account, or to whom the
consumer issued a negotiable instrument, for the purposes of reviewing the
account or collecting the financial obligation owing for the account, contract, or
negotiable instrument. For purposes of this subsection, "reviewing the account"
includes activities related to account maintenance, monitoring, credit line
increases, and account upgrades and enhancements;

A

£e))) Any federal, state, or local entity, including a law enforcement agency,
court, or their agents or assigns;

(((H-A——private—eollection—ageney)) (c) Any person acting under a court
order, warrant, or subpoena;

((€e))) (d) A child support agency acting under Title IV-D of the social
security act (42 U.S.C. et seq.);

((6D)) (e) The department of social and health services acting to fulfill any
of its statutory responsibilities;

(((®))) (©) The internal revenue service acting to investigate or collect
delinquent taxes or unpaid court orders or to fulfill any of its other statutory
responsibilities;

((@))) (g) The use of credit information for the purposes of prescreening as
provided for by the federal fair credit reporting act;

((®)) () Any person or entity administering a credit file monitoring
subscription service to which the consumer has subscribed; ((anéd

))) (1) Any person or entity for the purpose of providing a consumer with a
copy of his or her credit report upon the consumer's request; and
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(J)_A mortgage broker or loan originator required to be licensed under
chapter 19.146 RCW.

(15) Liability may not result to the consumer reporting agency if through
inadvertence or mistake the consumer reporting agency releases credit report
information to a person or entity purporting to be a mortgage broker or loan
originator under subsection (14) of this section that is, in fact, not a mortgage

broker or loan originator.
(16) The consumer's request for a security freeze does not prohibit the

consumer reporting agency from disclosing the consumer's credit report for
other than credit-related purposes.

(17) A violation of subsection (6) of this section does not provide a private
cause of action under RCW 19.86.090. A violation of subsection (6) of this
section shall be enforced exclusively by the attorney general. A violation of
subsection (6) of this section is subject to all other remedies and penalties
available under this chapter.

NEW SECTION. Sec. 2. This act takes effect September 1, 2008.

Passed by the Senate April 14, 2007.

Passed by the House April 4, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 500
[Engrossed Substitute House Bill 1512]
LINKED DEPOSIT PROGRAM

AN ACT Relating to the linked deposit program; amending RCW 43.86A.030 and
43.86A.060; and creating a new section.

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

Sec. 1. RCW 43.86A.030 and 2005 ¢ 302 s 2 are each amended to read as
follows:

(1) Funds held in public depositaries not as demand deposits as provided in
RCW 43.86A.020 and 43.86A.030, shall be available for a time certificate of
deposit investment program according to the following formula: The state
treasurer shall apportion to all participating depositaries an amount equal to five
percent of the three year average mean of general state revenues as certified in
accordance with Article VIII, section 1(b) of the state Constitution, or fifty
percent of the total surplus treasury investment availability, whichever is less.
Within thirty days after certification, those funds determined to be available
according to this formula for the time certificate of deposit investment program
shall be deposited in qualified public depositaries. These deposits shall be
allocated among the participating depositaries on a basis to be determined by the
state treasurer.

(2) The state treasurer may use up to one hundred fifty million dollars per
year of all funds available under this section for the purposes of RCW
43.86A.060. The amounts made available to these public depositaries shall be
equal to the amounts of outstanding loans made under RCW 43.86A.060.

(3) The formula so devised shall be a matter of public record giving
consideration to, but not limited to deposits, assets, loans, capital structure,
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investments or some combination of these factors. However, if in the judgment
of the state treasurer the amount of allocation for certificates of deposit as
determined by this section will impair the cash flow needs of the state treasury,
the state treasurer may adjust the amount of the allocation accordingly.

Sec. 2. RCW 43.86A.060 and 2005 ¢ 302 s 3 are each amended to read as
follows:

(1) The state treasurer shall establish a linked deposit program for
investment of deposits in qualified public depositaries. As a condition of
participating in the program, qualified public depositaries must make qualifying
loans as provided in this section. The state treasurer may purchase a certificate
of deposit that is equal to the amount of the qualifying loan made by the
qualified public depositary or may purchase a certificate of deposit that is equal
to the aggregate amount of two or more qualifying loans made by one or more
qualified public depositaries.

(2) Qualifying loans made under this section are those:

(a) Having terms that do not exceed ten years;

(b) Where an individual loan does not exceed one million dollars;

(c) That are made to a minority or women's business enterprise that has
received state certification under chapter 39.19 RCW,

(d) Where the interest rate on the loan to the minority or women's business
enterprise does not exceed an interest rate that is two hundred basis points below
the interest rate the qualified public depositary would charge for a loan for a
similar purpose and a similar term, except that, if the preference given by the
state treasurer to the qualified public depositary under subsection (3) of this
section is less than two hundred basis points, the qualified public depositary may
reduce the preference given on the loan by an amount that corresponds to the
reduction in preference below two hundred basis points given to the qualified
public depositary; and

(e) Where the points or fees charged at loan closing do not exceed one
percent of the loan amount.

(3) In setting interest rates of time certificate of deposits, the state treasurer
shall offer rates so that a two hundred basis point preference will be given to the
qualified public depositary, except that the treasurer shall lower the amount of
the preference to ensure that the effective interest rate on the time certificate of
deposit is not less than two percent.

(4) Upon notification by the state treasurer that a minority or women's
business enterprise is no longer certified under chapter 39.19 RCW, the qualified
public depositary shall reduce the amount of qualifying loans by the outstanding
balance of the loan made under this section to the minority or women's business
enterprise.

(5) The office of minority and women's business enterprises has the
authority to adopt rules to:

(a) Ensure that when making a qualified loan under the linked deposit

program, businesses that have never received a loan under the linked deposit
program are given first priority;

(b) Limit the total principal loan amount that any one business receives in

qualified loans under the linked deposit program over the lifetime of the
businesses:
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¢) Limit the total principal loan amount that an owner of one or more

businesses receives in qualified loans under the linked deposit program during
the owner's lifetime; and

(d) Limit the total amount of any one qualified loan made under the linked
deposit program.

NEW SECTION. Sec. 3. If specific funding for the purposes of this act,
referencing this act by bill or chapter number, is not provided by June 30, 2007,
in the omnibus appropriations act, this act is null and void.

Passed by the House April 18, 2007.

Passed by the Senate April 10, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 501
[Substitute Senate Bill 6156]
COMMUNITY PRESERVATION AND DEVELOPMENT AUTHORITIES

AN ACT Relating to state government; authorizing community preservation and development
authorities; and adding a new chapter to Title 43 RCW.

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

*NEW SECTION. Sec. 1. (1) Major public facilities, public works, and
capital projects with significant public funding generally aim to accrue broad
benefits to the people of Washington. However, sometimes the interest of the
stakeholder community that bears the disproportionate cost of the broad public
benefit by absorbing a deleterious impact upon itself is overlooked or
inadequately addressed. These impacts may include dislocation, displacement,
and the overall disintegration of an identifiable existing community and its
historical and cultural character. The legislature finds that the preservation
and restoration of the character of such a community, and the community's
historical and cultural character, are important public policy goals that can be
achieved through the creation of community preservation and development
authorities.

(2) Community preservation and development authorities are hereby
created to restore or enhance the health, safety, and economic well-being of
communities adversely impacted by the construction of, or ongoing operation
of, multiple major public facilities, public works, and capital projects with
significant public funding.

(3) Community preservation and development authorities have the
following purposes:

(a) To revitalize, enhance, and preserve the unique character of impacted
communities;

(b) To mitigate the adverse effects of multiple major public facilities
projects, public works projects, or capital projects with significant public
funding, or a secure community transition facility as defined in RCW
71.09.020(14);

(c) To restore a local area's sense of community;

(d) To reduce the displacement of community members and businesses;

(e) To stimulate the community's economic vitality;
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(f) To enhance public service provisions;

(2) To improve the standard of living of community members; and

(h) To preserve historic buildings or areas by returning them to
economically productive uses that are compatible with or enhance their
historic character.
*Sec. 1 was vetoed. See message at end of chapter.

*NEW SECTION. Sec. 2. The definitions in this section apply
throughout this chapter unless the context clearly requires otherwise.

(1) "Community" means a group of people who reside or work in the
geographic area established by the community preservation and development
authority board or the proposal to create the authority and who currently or
historically share a distinct cultural identity or local history.

(2) "Community preservation and development authority" or "authority"
means an authority created by members of an impacted community.

(3) "Constituency” means the general membership of the community
preservation and development authority, which membership shall be open to
all persons eighteen years of age and over who are residents, property owners,
employees, or business persons within the geographic boundaries established
by the authority or the proposal to create the authority.

(4) "Impacted community' means a community that has been adversely
impacted by the construction of, or ongoing operation of, multiple major
public facilities, public works, and capital projects with significant public
funding.

(5) "Major public facilities project, public works project, or capital project
with significant public funding'" means any capital project whose total cost
exceeds ten million dollars. On July 1, 2009, and on July Ist of each odd-
numbered year thereafter, the capital project cost threshold shall be adjusted
by the capital project cost adjustment factor for inflation established by the
office of financial management.

*Sec. 2 was vetoed. See message at end of chapter.

NEW SECTION. Sec. 3. (1) The residents, property owners, employees, or
business owners of an impacted community may propose formation of a
community preservation and development authority. The proposal to form a
community preservation and development authority must be presented in writing
to the appropriate legislative committee in both the house of representatives and
the senate. The proposal must contain proposed general geographic boundaries
that will be used to define the community for the purposes of the authority.
Proposals presented after January 1, 2008, must identify in its proposal one or
more stable revenue sources that (a) have a nexus with the multiple publicly
funded facilities that have adversely impacted the community, and (b) can be
used to support future operating or capital projects that will be identified in the
strategic plan required under section 5 of this act.

(2) Formation of the community preservation and development authority is
subject to legislative authorization by statute. The legislature must find that (a)
the area within the proposal's geographic boundaries meets the definition of
"impacted community" contained in section 2(4) of this act and (b) those persons
that have brought forth the proposal are members of the community as defined in
section 2(1) of this act and, if the authority were approved, would meet the
definition of constituency contained in section 2(3) of this act. For proposals
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brought after January 1, 2008, the legislature must also find that the community
has identified one or more stable revenue sources as required in subsection (1) of
this section. The legislature may then act to authorize the establishment of the
community preservation and development authority in law.

(3) The affairs of a community preservation and development authority
shall be managed by a board of directors, consisting of the following members:

(a) Two members who own, operate, or represent businesses within the
community;

(b) Two members who are involved in providing nonprofit community or
social services within the community;

(c) Two members who are involved in the arts and entertainment within the
community;

(d) Two members with knowledge of the community's culture and history;
and

(e) One member who is involved in a nonprofit or public planning
organization that directly serves the impacted community.

(4) No member of the board shall hold office for more than four years.
Board positions shall be numbered one through nine, and the terms staggered as
follows:

(a) Board members elected to positions one through five shall serve two-
year terms, and if reelected, may serve no more than one additional two-year
term.

(b) Board members initially elected to positions six through nine shall serve
a three-year term only.

(c) Board members elected to positions six through nine after the initial
three-year term shall serve two-year terms, and if reelected, may serve no more
than one additional two-year term.

(5) With respect to an authority's initial board of directors: The state
legislative delegation and those proposing formation of the authority shall
jointly establish a committee to develop a list of candidates to stand for election
once the authority has received legislative approval as established in subsection
(2) of this section. For the purpose of developing the list and identifying those
persons who meet the criteria in subsection (3)(a) through (e) of this section,
community shall mean the proposed geographic boundaries as set out in the
proposal. The board of directors shall be elected by the constituency during a
meeting convened for that purpose by the state legislative delegation.

(6) With respect to subsequent elections of an authority's board of directors:
A list of candidates shall be developed by the authority's existing board of
directors and the election shall be held during the annual local town hall meeting
as required in section 5 of this act.

NEW SECTION. Sec. 4. (1) A community preservation and development
authority shall have the power to:

(a) Accept gifts, grants, loans, or other aid from public or private entities;
and

(b) Exercise such additional powers as may be authorized by law.

(2) A community preservation and development authority shall have no
power of eminent domain nor any power to levy taxes or special assessments.
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NEW_SECTION. Sec. 5. A community preservation and development
authority shall have the duty to:

(1) Establish specific geographic boundaries for the authority within its
bylaws based on the general geographic boundaries established in the proposal
submitted and approved by the legislature;

(2) Solicit input from members of its community and develop a strategic
preservation and development plan to promote the health, safety, and economic
well-being of the impacted community and to preserve its cultural and historical
identity;

(3) Include within the strategic plan a prioritized list of projects identified
and supported by the community, including capital or operating components that
address one or more of the purposes under section 1(3) of this act;

(4) Establish funding mechanisms to support projects and programs
identified in the strategic plan including but not limited to grants and loans;

(5) Use gifts, grants, loans, and other aid from public or private entities to
carry out projects identified in the strategic plan; and

(6) Demonstrate ongoing accountability for its actions by:

(a) Reporting to the appropriate committees of the legislature, one year after
formation and every biennium thereafter, on the authority's strategic plan,
activities, accomplishments, and any recommendations for statutory changes;

(b) Reporting any changes in the authority's geographic boundaries to the
appropriate committees of the legislature when the legislature next convenes in
regular session;

(c) Convening a local town hall meeting with its constituency on an annual
basis to: (i) Report its activities and accomplishments from the previous year;
(i1) present and receive input from members of the impacted community
regarding its proposed strategic plan and activities for the upcoming year; and
(iii) hold board member elections as necessary; and

(d) Maintaining books and records as appropriate for the conduct of its
affairs.

NEW SECTION. Sec. 6. The legislature authorizes the establishment of
the Pioneer Square-International District community preservation and
development authority, which boundaries are those contained in the Pioneer
Square-International District within the city of Seattle.

NEW SECTION. Sec. 7. The community preservation and development
authority account is created in the state treasury. The account is composed of
two subaccounts, one for moneys to be appropriated for operating purposes, and
the other for moneys to be appropriated for capital purposes. Moneys in the
account may be spent only after appropriation. Expenditures from the account
may be used only for projects under this chapter.

NEW SECTION. Sec. 8. Prior to making siting, design, and construction
decisions for future major public facilities, public works projects, or capital
projects with significant public funding, state and local government agencies
may:

(1) Communicate and consult with the community preservation and
development authority and impacted community, including assessing the
compatibility of the proposed project with the strategic plan adopted by the
authority; and
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(2) Make reasonable efforts to ensure that negative, cumulative effects of
multiple projects upon the impacted community are minimized.

NEW SECTION. Sec. 9. 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. 10. Sections | through 8 of this act constitute a new
chapter in Title 43 RCW.

Passed by the Senate April 21, 2007.

Passed by the House April 21, 2007.

Approved by the Governor May 15, 2007, with the exception of certain
items that were vetoed.

Filed in Office of Secretary of State May 16, 2007.

Note: Governor's explanation of partial veto is as follows:
"I am returning, without my approval as to Sections 1 and 2, Substitute Senate Bill 6156 entitled:
"AN ACT relating to State Government."

This bill allows for the creation of Community Preservation and Development Authorities,
specifically creates a Pioneer Square-International District Community Preservation and
Development Authority within the city of Seattle, and establishes a method for creating additional
such authorities. I strongly support the efforts of local communities to influence development of
their own areas and believe this is one good way to accomplish that.

Sections 1 and 2 provide the legislative intent and findings in addition to the definitions for this act.
I am concerned that these sections of the bill are overly broad and may lead to unintended
consequences regarding public projects across our state. I do not believe that vetoing these sections
will in any way hinder the creation of the Pioneer Square-International District Community
Preservation and Development Authority provided for in Section 8. If the Legislature chooses to
revisit this legislation with an eye toward expanding it beyond the Pioneer Square-International
District Community Preservation and Development Authority, then I will work with interested
members of the Legislature to improve this act.

For these reasons, I have vetoed Sections 1 and 2 of Substitute Senate Bill 6156.

With the exception of Sections 1 and 2, Substitute Senate Bill 6156 is approved."

CHAPTER 502
[Second Substitute Senate Bill 5597]
CHIROPRACTORS—INSURANCE
AN ACT Relating to contracts with chiropractors; amending RCW 41.05.017; adding a new
section to chapter 48.43 RCW; creating a new section; and providing an effective date.

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

NEW SECTION. Sec. 1. A new section is added to chapter 48.43 RCW to
read as follows:

(1) A health carrier must reimburse a chiropractor who has signed a
participating provider agreement for services determined by the carrier to be
medically necessary if:

(a) The service is:

(i) Covered chiropractic health care, as defined in RCW 48.43.515, by the
health plan under which the enrollee received the services; and
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(i1) Provided by the chiropractor, or the chiropractor's employee specified in
RCW 18.25.190 (2) or (3) who works in the same location as the chiropractor
and to whom the chiropractor, pursuant to rules adopted by the Washington state
chiropractic quality assurance commission, has delegated the service. The
employee must meet the health carrier's reasonable qualifications for all such
providers in the relevant class, including but not limited to standards for
education and background checks, as applicable; and

(b) The chiropractor complies with the terms and conditions of the
participating provider agreement. Violations of the participating provider
agreement by an employee of the chiropractor to whom he or she has delegated a
service may be deemed by the carrier to have been committed by the
chiropractor.

(2) If a health carrier offers a participating provider agreement to a
chiropractor within a single practice organized as a sole proprietorship,
partnership, or corporation, the carrier must offer the same participating provider
agreement to any other chiropractor within that practice providing services at the
same location. The agreement may allow either party to terminate it without
cause.

Sec. 2. RCW 41.05.017 and 2000 ¢ 5 s 20 are each amended to read as
follows:

Each health plan that provides medical insurance offered under this chapter,
including plans created by insuring entities, plans not subject to the provisions of
Title 48 RCW, and plans created under RCW 41.05.140, are subject to the
provisions of RCW 48.43.500, 70.02.045, 48.43.505 through 48.43.535,
43.70.235, 48.43.545, 48.43.550, 70.02.110, ((and)) 70.02.900, and section 1 of
this act.

NEW SECTION. Sec. 3. This act does not affect any existing right
acquired or liability or obligation incurred prior to the effective date of this act.

NEW SECTION. Sec. 4. 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. 5. This act takes effect January 1, 2008.

Passed by the Senate April 14, 2007.

Passed by the House April 6, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 503
[House Bill 2357]
SCHOOL DISTRICTS—STATE FOREST REVENUES

AN ACT Relating to school districts' use of state forest revenues; and amending RCW
79.64.110 and 28A.320.330.

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

Sec. 1. RCW 79.64.110 and 2003 ¢ 334 s 207 are each amended to read as
follows:
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Any moneys derived from the lease of state forest lands or from the sale of
valuable materials, oils, gases, coal, minerals, or fossils from those lands, must
be distributed as follows:

(1) State forest lands acquired through RCW 79.22.040 or by exchange for
lands acquired through RCW 79.22.040:

(a) The expense incurred by the state for administration, reforestation, and
protection, not to exceed twenty-five percent, which rate of percentage shall be
determined by the board, must be returned to the forest development account in
the state general fund.

(b) Any balance remaining must be paid to the county in which the land is
located to be paid, distributed, and prorated, except as otherwise provided in this
section, to the various funds in the same manner as general taxes are paid and
distributed during the year of payment.

(c) Any balance remaining, paid to a county with a population of less than
sixteen thousand, must first be applied to the reduction of any indebtedness
existing in the current expense fund of the county during the year of payment.

(d) With regard to moneys remaining under this subsection (1), within seven
working days of receipt of these moneys, the department shall certify to the state
treasurer the amounts to be distributed to the counties. The state treasurer shall
distribute funds to the counties four times per month, with no more than ten days
between each payment date.

(2) State forest lands acquired through RCW 79.22.010 or by exchange for
lands acquired through RCW 79.22.010, except as provided in RCW 79.64.120:

(a) Fifty percent shall be placed in the forest development account.

(b) Fifty percent shall be prorated and distributed to the state general fund,
to be dedicated for the benefit of the public schools, and the county in which the
land is located according to the relative proportions of tax levies of all taxing
districts in the county. The portion to be distributed to the state general fund
shall be based on the regular school levy rate under RCW 84.52.065 and the levy
rate for any maintenance and operation special school levies. With regard to the
portion to be distributed to the counties, the department shall certify to the state
treasurer the amounts to be distributed within seven working days of receipt of
the money. The state treasurer shall distribute funds to the counties four times
per month, with no more than ten days between each payment date. The money
distributed to the county must be paid, distributed, and prorated to the various
other funds in the same manner as general taxes are paid and distributed during
the year of payment.

(3) A school district may transfer amounts deposited in its debt service fund
pursuant to this section into its capital projects fund as authorized in RCW
28A.320.330.

Sec. 2. RCW 28A.320.330 and 2002 c 275 s 2 are each amended to read as
follows:

School districts shall establish the following funds in addition to those
provided elsewhere by law:

(1) A general fund for maintenance and operation of the school district to
account for all financial operations of the school district except those required to
be accounted for in another fund.

(2) A capital projects fund shall be established for major capital purposes.
All statutory references to a "building fund" shall mean the capital projects fund
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so established. Money to be deposited into the capital projects fund shall
include, but not be limited to, bond proceeds, proceeds from excess levies
authorized by RCW 84.52.053, state apportionment proceeds as authorized by
RCW 28A.150.270, ((and)) earnings from capital projects fund investments as
authorized by RCW 28A.320.310 and 28A.320.320, and state forest revenues
transferred pursuant to subsection (3) of this section.

Money derived from the sale of bonds, including interest earnings thereof,
may only be used for those purposes described in RCW 28A.530.010, except
that accrued interest paid for bonds shall be deposited in the debt service fund.

Money to be deposited into the capital projects fund shall include but not be
limited to rental and lease proceeds as authorized by RCW 28A.335.060, and
proceeds from the sale of real property as authorized by RCW 28A.335.130.

Money legally deposited into the capital projects fund from other sources
may be used for the purposes described in RCW 28A.530.010, and for the
purposes of:

(a) Major renovation, including the replacement of facilities and systems
where periodical repairs are no longer economical. Major renovation and
replacement shall include, but shall not be limited to, roofing, heating and
ventilating systems, floor covering, and electrical systems.

(b) Renovation and rehabilitation of playfields, athletic fields, and other
district real property.

(c) The conduct of preliminary energy audits and energy audits of school
district buildings. For the purpose of this section:

(i) "Preliminary energy audits" means a determination of the energy
consumption characteristics of a building, including the size, type, rate of energy
consumption, and major energy using systems of the building.

(i1) "Energy audit" means a survey of a building or complex which identifies
the type, size, energy use level, and major energy using systems; which
determines appropriate energy conservation maintenance or operating
procedures and assesses any need for the acquisition and installation of energy
conservation measures, including solar energy and renewable resource
measures.

(iii) "Energy capital improvement" means the installation, or modification
of the installation, of energy conservation measures in a building which
measures are primarily intended to reduce energy consumption or allow the use
of an alternative energy source.

(d) Those energy capital improvements which are identified as being cost-
effective in the audits authorized by this section.

(e) Purchase or installation of additional major items of equipment and
furniture: PROVIDED, That vehicles shall not be purchased with capital
projects fund money.

(f) Costs associated with implementing technology systems, facilities, and
projects, including acquiring hardware, licensing software, and on-line
applications and training related to the installation of the foregoing. However,
the software or applications must be an integral part of the district's technology
systems, facilities, or projects.

(3) A debt service fund to provide for tax proceeds, other revenues, and
disbursements as authorized in chapter 39.44 RCW. State forest land revenues
that are deposited in a school district's debt service fund pursuant to RCW
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79.64.110 and to the extent not necessary for payment of debt service on school
district bonds may be transferred by the school district into the district's capital

projects fund.
(4) An associated student body fund as authorized by RCW 28A.325.030.

(5) Advance refunding bond funds and refunded bond funds to provide for
the proceeds and disbursements as authorized in chapter 39.53 RCW.

Passed by the House April 17, 2007.

Passed by the Senate April 13, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 504
[House Bill 2395]
STATE LANDS—LEASING AND DEVELOPMENT RIGHTS
AN ACT Relating to leasing state lands and development rights on state lands to public

agencies; amending RCW 79.13.010, 79.13.060, and 79.13.110; creating a new section; and
declaring an emergency.

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

Sec. 1. RCW 79.13.010 and 2003 ¢ 334 s 366 are each amended to read as
follows:

(1) Subject to other provisions of this chapter and subject to rules adopted
by the board, the department may lease state lands for purposes it deems
advisable, including, but not limited to, commercial, industrial, residential,
agricultural, and recreational purposes in order to obtain a fair market rental
return to the state or the appropriate constitutional or statutory trust, and if the
lease is in the best interest of the state or affected trust.

(2) Notwithstanding any provision in this chapter to the contrary, in leases
for residential purposes, the board may waive or modify any conditions of the
lease if the waiver or modification is necessary to enable any federal agency or
lending institution authorized to do business in this state or elsewhere in the
United States to participate in any loan secured by a security interest in a
leasehold interest.

(3) Any land granted to the state by the United States may be leased for any
lawful purpose in such minimum acreage as may be fixed by the department.

(4) The department shall exercise general supervision and control over the
lease of state lands for any lawful purpose.

(5) State lands leased or for which permits are issued or contracts are
entered into for the prospecting and extraction of valuable materials, coal, oil,
gas, or other hydrocarbons are subject to the provisions of chapter 79.14 RCW.

(6) The department may also lease or lease development rights on state
lands held for the benefit of the common schools to public agencies, as defined
in RCW 79.17.200.

Sec. 2. RCW 79.13.060 and 2003 ¢ 334 s 323 are each amended to read as
follows:

(1) State lands may be leased not to exceed ten years with the following
exceptions:
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(a) The lands may be leased for agricultural purposes not to exceed twenty-
five years, except:

(i) Leases that authorize tree fruit or grape production may be for up to fifty-
five years;

(i1) Share crop leases may not exceed ten years;

(b) The lands may be leased for commercial, industrial, business, or
recreational purposes not to exceed fifty-five years;

(¢) The lands may be leased for public school, college, or university
purposes not to exceed seventy-five years; ((and))

(d) The lands may be leased for residential purposes not to exceed ninety-
nine years; and

(e) The lands and development rights on state lands held for the benefit of
the common schools may be leased to public agencies, as defined in RCW
79.17.200, not to exceed ninety-nine years. The leases may include provisions
for renewal of lease terms.

(2) No lessee of state lands may remain in possession of the land after the
termination or expiration of the lease without the written consent of the
department.

(a) The department may authorize a lease extension for a specific period
beyond the term of the lease for cropping improvements for the purpose of crop
rotation. These improvements shall be deemed authorized improvements under
RCW 79.13.030.

(b) Upon expiration of the lease term, the department may allow the lessee
to continue to hold the land for a period not exceeding one year upon such rent,
terms, and conditions as the department may prescribe, if the leased land is not
otherwise utilized.

(c) Upon expiration of the one-year lease extension, the department may
issue a temporary permit to the lessee upon terms and conditions it prescribes if
the department has not yet determined the disposition of the land for other
purposes.

(d) The temporary permit shall not extend beyond a five-year period.

(3) If during the term of the lease of any state lands for agricultural, grazing,
commercial, residential, business, or recreational purposes, in the opinion of the
department it is in the best interest of the state so to do, the department may, on
the application of the lessee and in agreement with the lessee, alter and amend
the terms and conditions of the lease. The sum total of the original lease term
and any extension thereof shall not exceed the limits provided in this section.

Sec. 3. RCW 79.13.110 and 2003 ¢ 334 s 368 are each amended to read as
follows:

(1) The department may authorize the use of state land by lease at state
auction for initial leases or by negotiation for existing leases.

(2) Leases that authorize commercial, industrial, or residential uses may be
entered into by public auction or negotiations at the option of the department.
Negotiations are subject to rules approved by the board.

(3) Leases to public agencies, as defined in RCW 79.17.200, may be entered
into by negotiations. Property subject to lease agreements under this section
must be appraised at fair market value. The leases may allow for a lump sum
payment for the entire term of the lease at the beginning of the lease. The
department shall calculate lump sum payments using professional appraisal
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standards. Renewal terms for the leases must include provisions for calculating
appropriate payments upon renewal.

NEW SECTION. Sec. 4. This act does not affect any existing right
acquired or liability or obligation incurred under the sections amended or under
any rule or order adopted under those sections, nor does it affect any proceeding
instituted under those sections.

NEW SECTION. Sec. 5. 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. 6. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and takes effect immediately.
*Sec. 6 was vetoed. See message at end of chapter.

Passed by the House April 16, 2007.

Passed by the Senate April 19, 2007.

Approved by the Governor May 15, 2007, with the exception of certain
items that were vetoed.

Filed in Office of Secretary of State May 16, 2007.

Note: Governor's explanation of partial veto is as follows:

"I am returning, without my approval as to Section 6, House Bill 2395 entitled:

"AN ACT Relating to leasing state lands and development rights on state lands to public
agencies."

Section 6 of this bill is an emergency clause. The Department of Natural Resources does not expect
any lease transactions to occur under the new lease provisions of this bill until later in the biennium,
which makes the emergency clause unnecessary.

For this reason, I have vetoed Section 6 of House Bill 2395.

With the exception of Section 6, House Bill 2395 is approved."

CHAPTER 505
[House Bill 2396]
PERMANENT COMMON SCHOOL FUND
AN ACT Relating to investment of moneys in the permanent common school fund; amending

RCW 28A.515.300 and 43.84.170; adding a new section to chapter 43.84 RCW; and adding a new
section to chapter 28A.515 RCW.

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

NEW SECTION. Sec. 1. A new section is added to chapter 43.84 RCW to
read as follows:

Consistent with Article XVI, section 5 and Article IX, sections 3 and 5 of
the state Constitution, it is the intent of the legislature to clarify state law to
permit the permanent common school fund to be invested in equities when such
investment is in the best interest of the state and the permanent common school
fund.

A 1999 opinion of the attorney general concluded that the constitutional
language does not prohibit investment of the permanent common school fund, as
long as the investment is authorized by law and is consistent with applicable
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trust principles. This opinion further reasoned that the constitutional phrase
"permanent and irreducible” bars the legislature from abolishing the fund or
expending its principal for purposes other than those for which the fund was
established, but does not prohibit the legislature from specifying permissible
investments, particularly in light of Article IX, section 5 of the state
Constitution, which specifies that only losses resulting from "defalcation,
mismanagement or fraud" constitute state debts to the permanent common
school fund.

The legislature finds that permanent fund common school fund income as a
percentage of total school construction budgets has declined while school
construction budgets have grown, and that other state revenues have filled the
gap between income from state lands and the total school construction budget.
For this reason, the fund may tolerate higher risk and volatility in favor of
growth, and therefore a balance of long-term growth and current income is in the
best interest of the state and the fund's beneficiaries. The legislature recognizes
that by investing in equities, the value of the permanent fund may fluctuate over
time due to market changes even if no disposition of the fund principal is made.

It is the intent of the legislature to clarify state law to permit equity
investment of the permanent common school fund even if there is a decline in
the value of the permanent fund due to market changes. The legislature
recognizes that the irreducible portion of the principal amount in the permanent
fund must be held in perpetuity for the benefit of the fund and future generations,
and that only the earnings from the permanent fund may be appropriated to the
common school construction fund.

Sec. 2. RCW 28A.515.300 and 1969 ex.s. ¢ 223 s 28A.40.010 are each
amended to read as follows:

(1) The principal of the common school fund as the same existed on June
30, 1965, shall remain permanent and irreducible. The said fund shall consist of
the principal amount thereof existing on June 30, 1965, and such additions
thereto as may be derived after June 30, 1965, from the following named
sources, to wit: Appropriations and donations by the state to this fund; donations
and bequests by individuals to the state or public for common schools; the
proceeds of lands and other property which revert to the state by escheat and
forfeiture; the proceeds of all property granted to the state, when the purpose of
the grant is not specified, or is uncertain; funds accumulated in the treasury of
the state for the disbursement of which provision has not been made by law; the
proceeds of the sale of stone, minerals or property other than timber and other
crops from school and state lands, other than those granted for specific purposes;
all moneys received from persons appropriating stone, minerals or property
other than timber and other crops from school and state lands other than those
granted for specific purposes, and all moneys other than rental, recovered from
persons trespassing on said lands; five percent of the proceeds of the sale of
public lands lying within the state, which shall be sold by the United States
subsequent to the admission of the state into the Union as approved by section
13 of the act of congress enabling the admission of the state into the Union; the
principal of all funds arising from the sale of lands and other property which
have been, and hereafter may be, granted to the state for the support of common
schools and such other funds as may be provided by legislative enactment.
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(2) Consistent with Article XVI, section 5 and Article IX, sections 3 and 5
of the state Constitution, the state investment board may invest the fund as
authorized in section 3 of this act.

NEW SECTION. Sec. 3. A new section is added to chapter 28A.515 RCW
to read as follows:

The state investment board may invest the permanent common school fund
in various types of allowable investments in order to achieve a balance of long-
term growth and current income, when consistent with the best interest of the
state and the permanent common school fund, and in conformance with RCW
43.84.150. The state treasurer shall calculate the irreducible principal amount of
the fund in accordance with the state Constitution and state law. The irreducible
principal shall not include investment gains on the principal, and the fund may
retain or distribute income and investment earnings in order to achieve the
appropriate balance between growth and income.

Sec. 4. RCW 43.84.170 and 1981 ¢ 3 s 21 are each amended to read as
follows:

Whenever there are surplus moneys available for investment in the
permanent common school fund, the agricultural college permanent fund, the
normal school permanent fund, the scientific school permanent fund, or the
university permanent fund, the state investment board has full power to invest or
reinvest such funds in the manner prescribed by RCW 43.84.150 and section 3
of this act, and not otherwise.

Passed by the House April 16, 2007.

Passed by the Senate April 19, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 506
[Substitute House Bill 2366]
STATE FACILITY PLANNING AND MANAGEMENT
AN ACT Relating to accountability, efficiency, and oversight of state facility planning and

management; amending RCW 43.82.150 and 43.82.010; adding new sections to chapter 43.82 RCW;
adding a new section to chapter 39.35B RCW; and creating a new section.

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

NEW SECTION. Sec. 1. The legislature finds that the capital stock of
facilities owned and leased by state agencies represents a significant financial
investment by the citizens of the state of Washington. Capital construction
projects funded in the state's capital budget require diligent analysis and
approval by the governor and the legislature. In some cases, long-term leases
obligate state agencies to a larger financial commitment than some capital
construction projects without a comparable level of diligence. State facility
analysis and portfolio management can be strengthened through greater
oversight and support from the office of financial management and the
legislature and with input from stakeholders.

The legislature finds that the state lacks specific policies and standards on
conducting life-cycle cost analysis to determine the cost-effectiveness of owning
or leasing state facilities and lacks clear guidance on when and how to use it.
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Further, there is limited oversight and review of the results of life-cycle cost
analyses in the capital project review process. Unless decision makers are
provided a thorough economic analysis, they cannot identify the most cost-
effective alternative or identify opportunities for improving the cost-
effectiveness of state facility alternatives.

The legislature finds that the statewide accounting system limits the ability
of the office of financial management and the legislature to analyze agency
expenditures that include only leases for land, buildings, and structures.
Additionally, other statewide data systems that track state-owned and leased
facility information are limited, onerous, and inflexible.

Therefore, it is the intent of the legislature to strengthen the office of
financial management's oversight role in state facility analysis and decision
making. Further, it is the intent of the legislature to support the office of
financial management's and the department of general administration's need for
technical expertise and data systems to conduct thorough analysis, long-term
planning, and state facility portfolio management by providing adequate
resources in the capital and operating budgets.

NEW SECTION. Sec. 2. A new section is added to chapter 43.82 RCW to
read as follows:

The office of financial management, in consultation with the appropriate
committees of the legislature, shall prepare an implementation plan to improve
the oversight of real estate procurement and management practices. The plan
must identify specific steps that state government can take to better manage the
acquisition, ownership, lease, and disposition of office and warehouse space so
that state services are delivered in an effective manner. The plan shall be
submitted to the governor and the appropriate committees of the legislature by
October 1, 2007.

NEW SECTION. Sec. 3. A new section is added to chapter 39.35B RCW
to read as follows:

The office of financial management shall:

(1) Design and implement a cost-effective life-cycle cost model by October
1, 2008, based on the work completed by the joint legislative audit and review
committee in January 2007 and in consultation with legislative fiscal
committees;

(2) Deploy the life-cycle cost model for use by state agencies once
completed and tested;

(3) Update the life-cycle cost model periodically in consultation with
legislative fiscal committees;

(4) Establish clear policies, standards, and procedures regarding the use of
life-cycle cost analysis by state agencies including:

(a) When state agencies must use the life-cycle cost analysis, including the
types of proposed capital projects and leased facilities to which it must be
applied;

(b) Procedures state agencies must use to document the results of required
life-cycle cost analyses;

(c) Standards regarding the discount rate and other key model assumptions;
and
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(d) A process to document and justify any deviation from the standard
assumptions.

NEW SECTION. Sec. 4. A new section is added to chapter 43.82 RCW to
read as follows:

(1) The office of financial management shall design and implement a
modified predesign process for any space request to lease, purchase, or build
facilities that involve (a) the housing of new state programs, (b) a major
expansion of existing state programs, or (c) the relocation of state agency
programs. This includes the consolidation of multiple state agency tenants into
one facility. The office of financial management shall define facilities that meet
the criteria described in (a) and (b) of this subsection.

(2) State agencies shall submit modified predesigns to the office of financial
management and the legislature. Modified predesigns must include a problem
statement, an analysis of alternatives to address programmatic and space
requirements, proposed locations, and a financial assessment. For proposed
projects of twenty thousand gross square feet or less, the agency may provide a
cost-benefit analysis, rather than a life-cycle cost analysis, as determined by the
office of financial management.

(3) Projects that meet the capital requirements for predesign on major
facility projects with an estimated project cost of five million dollars or more
pursuant to chapter 43.88 RCW shall not be required to prepare a modified
predesign.

(4) The office of financial management shall require state agencies to
identify plans for major leased facilities as part of the ten-year capital budget
plan. State agencies shall not enter into new or renewed leases of more than one
million dollars per year unless such leases have been approved by the office of
financial management except when the need for the lease is due to an
unanticipated emergency. The regular termination date on an existing lease does
not constitute an emergency. The department of general administration shall
notify the office of financial management and the appropriate legislative fiscal
committees if an emergency situation arises.

(5) For project proposals in which there are estimates of operational savings,
the office of financial management shall require the agency or agencies involved
to provide details including but not limited to fund sources and timelines.

NEW SECTION. Sec. 5. A new section is added to chapter 43.82 RCW to
read as follows:

State agencies are prohibited from entering into lease agreements for
privately owned buildings that are in the planning stage of development or under
construction unless there is prior written approval by the director of the office of
financial management. Approval of such leases shall not be delegated. Lease
agreements described in this section must comply with section 4 of this act.

NEW SECTION. Sec. 6. A new section is added to chapter 43.82 RCW to
read as follows:

The office of financial management shall:

(1) Work with the department of general administration and all other state
agencies to determine the long-term facility needs of state government; and

(2) Develop and submit a six-year facility plan to the legislature by January
Ist of every odd-numbered year, beginning January 1, 2009, that includes state
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agency space requirements and other pertinent data necessary for cost-effective
facility planning. The department of general administration shall assist with this
effort as required by the office of financial management.

Sec. 7. RCW 43.82.150 and 1997 ¢ 96 s 2 are each amended to read as
follows:

(1) The office of financial management shall develop and maintain an
inventory system to account for all owned or leased facilities utilized by state
government. At a minimum, the inventory system must include the facility
owner, location, type, condition, and size of each facility. In addition, for owned
facilities, the inventory system must include the date and cost of original
construction and the cost of any major remodeling or renovation. The inventory
must be updated by June 30th of each year. The office of financial management
shall publish a report summarizing information contained in the inventory
system for each agency by October 1st of each year, beginning in ((+99%)) 2010
and shall submit this report to the appropriate fiscal committees of the
legislature.

(2) All agencies, departments, boards, commissions, and institutions of the
state of Washington shall provide to the office of financial management a
complete inventory of owned and leased facilities by ((May—36,—1994))
September 1, 2010. The inventory must be updated and submitted to the office
of financial management by ((May390)) September st of each subsequent year.
The inventories required under this subsection must be submitted in a standard
format prescribed by the office of financial management.

(3) The office of financial management shall report to the legislature by
September 1, 2008, on recommended improvements to the inventory system,

redevelopment costs, and an implementation schedule for the redevelopment of
the inventory system. The report shall also make recommendations on other

improvements that will improve accountability and assist in the evaluation of
budget requests and facility management by the governor and the legislature.

(4) For the purposes of this section, "facilities" means buildings and other
structures with walls and a roof. "Facilities" does not mean roads, bridges,
parking areas, utility systems, and other similar improvements to real property.

Sec. 8. RCW 43.82.010 and 2004 ¢ 277 s 906 are each amended to read as
follows:

(1) The director of general administration, on behalf of the agency involved
and after consultation with the office of financial management, shall purchase,
lease, lease purchase, rent, or otherwise acquire all real estate, improved or
unimproved, as may be required by elected state officials, institutions,
departments, commissions, boards, and other state agencies, or federal agencies
where joint state and federal activities are undertaken and may grant easements
and transfer, exchange, sell, lease, or sublease all or part of any surplus real
estate for those state agencies which do not otherwise have the specific authority
to dispose of real estate. This section does not transfer financial liability for the
acquired property to the department of general administration.

(2) Except for real estate occupied by federal agencies, the director shall
determine the location, size, and design of any real estate or improvements
thereon acquired or held pursuant to subsection (1) of this section. Facilities
acquired or held pursuant to this chapter, and any improvements thereon, shall
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conform to standards adopted by the director and approved by the office of
financial management governing facility efficiency unless a specific exemption
from such standards is provided by the director of general administration. The
director of general administration shall report to the office of financial
management and the appropriate committees of the legislature annually on any
exemptions granted pursuant to this subsection.

(3) The director of general administration may fix the terms and conditions
of each lease entered into under this chapter, except that no lease shall extend
greater than twenty years in duration. The director of general administration
may enter into a long-term lease greater than ten years in duration upon a
determination by the director of the office of financial management that the
long-term lease provides a more favorable rate than would otherwise be
available, it appears to a substantial certainty that the facility is necessary for use
by the state for the full length of the lease term, and the facility meets the
standards adopted pursuant to subsection (2) of this section. The director of
general administration may enter into a long-term lease greater than ten years in
duration if an analysis shows that the life-cycle cost of leasing the facility is less
than the life-cycle cost of purchasing or constructing a facility in lieu of leasing
the facility. (( ter i i

b
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(4) Except as permitted under chapter 39.94 RCW, no lease for or on behalf
of any state agency may be used or referred to as collateral or security for the
payment of securities offered for sale through a public offering. Except as
permitted under chapter 39.94 RCW, no lease for or on behalf of any state
agency may be used or referred to as collateral or security for the payment of
securities offered for sale through a private placement without the prior written
approval of the state treasurer. However, this limitation shall not prevent a lessor
from assigning or encumbering its interest in a lease as security for the
repayment of a promissory note provided that the transaction would otherwise be
an exempt transaction under RCW 21.20.320. The state treasurer shall adopt
rules that establish the criteria under which any such approval may be granted.
In establishing such criteria the state treasurer shall give primary consideration
to the protection of the state's credit rating and the integrity of the state's debt
management program. If it appears to the state treasurer that any lease has been
used or referred to in violation of this subsection or rules adopted under this
subsection, then he or she may recommend that the governor cause such lease to
be terminated. The department of general administration shall promptly notify
the state treasurer whenever it may appear to the department that any lease has
been used or referred to in violation of this subsection or rules adopted under this
subsection.

(5) It is the policy of the state to encourage the colocation and consolidation
of state services into single or adjacent facilities, whenever appropriate, to
improve public service delivery, minimize duplication of facilities, increase
efficiency of operations, and promote sound growth management planning.

(6) The director of general administration shall provide coordinated long-
range planning services to identify and evaluate opportunities for colocating and
consolidating state facilities. Upon the renewal of any lease, the inception of a
new lease, or the purchase of a facility, the director of general administration
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shall determine whether an opportunity exists for colocating the agency or
agencies in a single facility with other agencies located in the same geographic
area. If a colocation opportunity exists, the director of general administration
shall consult with the affected state agencies and the office of financial
management to evaluate the impact colocation would have on the cost and
delivery of agency programs, including whether program delivery would be
enhanced due to the centralization of services. The director of general
administration, in consultation with the office of financial management, shall
develop procedures for implementing colocation and consolidation of state
facilities.

(7) The director of general administration is authorized to purchase, lease,
rent, or otherwise acquire improved or unimproved real estate as owner or lessee
and to lease or sublet all or a part of such real estate to state or federal agencies.
The director of general administration shall charge each using agency its
proportionate rental which shall include an amount sufficient to pay all costs,
including, but not limited to, those for utilities, janitorial and accounting
services, and sufficient to provide for contingencies; which shall not exceed five
percent of the average annual rental, to meet unforeseen expenses incident to
management of the real estate.

(8) If the director of general administration determines that it is necessary or
advisable to undertake any work, construction, alteration, repair, or
improvement on any real estate acquired pursuant to subsection (1) or (7) of this
section, the director shall cause plans and specifications thereof and an estimate
of the cost of such work to be made and filed in his or her office and the state
agency benefiting thereby is hereby authorized to pay for such work out of any
available funds: PROVIDED, That the cost of executing such work shall not
exceed the sum of twenty-five thousand dollars. Work, construction, alteration,
repair, or improvement in excess of twenty-five thousand dollars, other than that
done by the owner of the property if other than the state, shall be performed in
accordance with the public works law of this state.

(9) In order to obtain maximum utilization of space, the director of general
administration shall make space utilization studies, and shall establish standards
for use of space by state agencies. Such studies shall include the identification
of opportunities for colocation and consolidation of state agency office and
support facilities.

(10) The director of general administration may construct new buildings on,
or improve existing facilities, and furnish and equip, all real estate under his or
her management. Prior to the construction of new buildings or major
improvements to existing facilities or acquisition of facilities using a lease
purchase contract, the director of general administration shall conduct an
evaluation of the facility design and budget using life-cycle cost analysis, value-
engineering, and other techniques to maximize the long-term effectiveness and
efficiency of the facility or improvement.

(11) All conveyances and contracts to purchase, lease, rent, transfer,
exchange, or sell real estate and to grant and accept easements shall be approved
as to form by the attorney general, signed by the director of general
administration or the director's designee, and recorded with the county auditor of
the county in which the property is located.
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(12) The director of general administration may delegate any or all of the
functions specified in this section to any agency upon such terms and conditions
as the director deems advisable. By January 1st of each year, beginning January
1. 2008, the department shall submit an annual report to the office of financial
management and the appropriate committees of the legislature on all delegated
leases.

(13) This section does not apply to the acquisition of real estate by:

(a) The state college and universities for research or experimental purposes;

(b) The state liquor control board for liquor stores and warehouses; and

(c¢) The department of natural resources, the department of fish and wildlife,
the department of transportation, and the state parks and recreation commission
for purposes other than the leasing of offices, warehouses, and real estate for
similar purposes.

(14) Notwithstanding any provision in this chapter to the contrary, the
department of general administration may negotiate ground leases for public
lands on which property is to be acquired under a financing contract pursuant to
chapter 39.94 RCW under terms approved by the state finance committee.

(15) The department of general administration shall report annually to the

office of financial management and the appropriate fiscal committees of the
legislature on facility leases executed for all state agencies for the preceding

year, lease terms, and annual lease costs. The report must include leases
executed under section 5 of this act and subsection (12) of this section.

Passed by the House March 14, 2007.

Passed by the Senate April 13, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 507
[House Bill 2163]
PUBLIC EMPLOYEES' BENEFITS BOARD MEDICAL BENEFITS ADMINISTRATION
ACCOUNT

AN ACT Relating to the public employees' benefits board medical benefits administration
account; and amending RCW 41.05.143.

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

Sec. 1. RCW 41.05.143 and 2000 2nd sp.s. ¢ 1 s 901 are each amended to
read as follows:

(1) The uniform medical plan benefits administration account is created in
the custody of the state treasurer. Only the administrator or the administrator's
designee may authorize expenditures from the account. Moneys in the account
shall be used exclusively for contracted expenditures for uniform medical plan
claims administration, data analysis, utilization management, preferred provider
administration, and activities related to benefits administration where the level
of services provided pursuant to a contract fluctuate as a direct result of changes
in uniform medical plan enrollment. Moneys in the account may also be used
for administrative activities required to respond to new and unforeseen
conditions that impact the uniform medical plan, but only when the authority and
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the office of financial management jointly agree that such activities must be
initiated prior to the next legislative session.

(2) Receipts from amounts due from or on behalf of uniform medical plan
enrollees for expenditures related to benefits administration, including moneys
disbursed from the public employees' and retirees' insurance account, shall be
deposited into the account. The account is subject to allotment procedures under
chapter 43.88 RCW, but no appropriation is required for expenditures. All
proposals for allotment increases shall be provided to the house of
representatives appropriations committee and to the senate ways and means
committee at the same time as they are provided to the office of financial
management.

(3) The uniform dental plan benefits administration account is created in the
custody of the state treasurer. Only the administrator or the administrator's
designee may authorize expenditures from the account. Moneys in the account
shall be used exclusively for contracted expenditures related to benefits
administration for the uniform dental plan as established under RCW 41.05.140.
Receipts from amounts due from or on behalf of uniform dental plan enrollees
for expenditures related to benefits administration, including moneys disbursed
from the public employees' and retirees' insurance account, shall be deposited
into the account. The account is subject to allotment procedures under chapter
43.88 RCW, but no appropriation is required for expenditures.

(4) The public employees' benefits board medical benefits administration
account is created in the custody of the state treasurer. Only the administrator or
the administrator's designee may authorize expenditures from the account.
Moneys in the account shall be used exclusively for contracted expenditures
related to claims administration, data analysis, utilization management, preferred

provider administration, and other activities related to benefits administration for
self-insured medical plans other than the uniform medical plan. Receipts from

amounts due from or on behalf of enrollees for expenditures related to benefits
administration, including moneys disbursed from the public employees' and

retirees' insurance account, shall be deposited into the account. The account is
subject to allotment procedures under chapter 43.88 RCW, but an appropriation

is not required for expenditures.

Passed by the House March 8, 2007.

Passed by the Senate April 20, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 508
[Engrossed Substitute Senate Bill 6158]
NURSING FACILITY MEDICAID PAYMENT RATES

AN ACT Relating to biennial rebasing of nursing facility medicaid payment rates; amending
RCW 74.46.410, 74.46.431, 74.46.506, 74.46.511, 74.46.521, and 74.46.020; adding a new section
to chapter 74.46 RCW; providing an effective date; and declaring an emergency.

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

Sec. 1. RCW 74.46.410 and 2001 1st sp.s. ¢ 8 s 3 are each amended to read
as follows:
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(1) Costs will be unallowable if they are not documented, necessary,
ordinary, and related to the provision of care services to authorized patients.

(2) Unallowable costs include, but are not limited to, the following:

(a) Costs of items or services not covered by the medical care program.
Costs of such items or services will be unallowable even if they are indirectly
reimbursed by the department as the result of an authorized reduction in patient
contribution;

(b) Costs of services and items provided to recipients which are covered by
the department's medical care program but not included in the medicaid per-
resident day payment rate established by the department under this chapter;

(c) Costs associated with a capital expenditure subject to section 1122
approval (part 100, Title 42 C.F.R.) if the department found it was not consistent
with applicable standards, criteria, or plans. If the department was not given
timely notice of a proposed capital expenditure, all associated costs will be
unallowable up to the date they are determined to be reimbursable under
applicable federal regulations;

(d) Costs associated with a construction or acquisition project requiring
certificate of need approval, or exemption from the requirements for certificate
of need for the replacement of existing nursing home beds, pursuant to chapter
70.38 RCW if such approval or exemption was not obtained;

(e) Interest costs other than those provided by RCW 74.46.290 on and after
January 1, 1985;

(f) Salaries or other compensation of owners, officers, directors,
stockholders, partners, principals, participants, and others associated with the
contractor or its home office, including all board of directors' fees for any
purpose, except reasonable compensation paid for service related to patient care;

(g) Costs in excess of limits or in violation of principles set forth in this
chapter;

(h) Costs resulting from transactions or the application of accounting
methods which circumvent the principles of the payment system set forth in this
chapter;

(i) Costs applicable to services, facilities, and supplies furnished by a related
organization in excess of the lower of the cost to the related organization or the
price of comparable services, facilities, or supplies purchased elsewhere;

(j) Bad debts of non-Title XIX recipients. Bad debts of Title XIX recipients
are allowable if the debt is related to covered services, it arises from the
recipient's required contribution toward the cost of care, the provider can
establish that reasonable collection efforts were made, the debt was actually
uncollectible when claimed as worthless, and sound business judgment
established that there was no likelihood of recovery at any time in the future;

(k) Charity and courtesy allowances;

(1) Cash, assessments, or other contributions, excluding dues, to charitable
organizations, professional organizations, trade associations, or political parties,
and costs incurred to improve community or public relations;

(m) Vending machine expenses;

(n) Expenses for barber or beautician services not included in routine care;

(o) Funeral and burial expenses;

(p) Costs of gift shop operations and inventory;
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(q) Personal items such as cosmetics, smoking materials, newspapers and
magazines, and clothing, except those used in patient activity programs;

(r) Fund-raising expenses, except those directly related to the patient
activity program;

(s) Penalties and fines;

(t) Expenses related to telephones, radios, and similar appliances in patients'
private accommodations;

(u) Televisions acquired prior to July 1, 2001;

(v) Federal, state, and other income taxes;

(w) Costs of special care services except where authorized by the
department;

(x) Expenses of an employee benefit not in fact made available to all
employees on an equal or fair basis, for example, key-man insurance and other
insurance or retirement plans;

(y) Expenses of profit-sharing plans;

(z) Expenses related to the purchase and/or use of private or commercial
airplanes which are in excess of what a prudent contractor would expend for the
ordinary and economic provision of such a transportation need related to patient
care;

(aa) Personal expenses and allowances of owners or relatives;

(bb) All expenses of maintaining professional licenses or membership in
professional organizations;

(cc) Costs related to agreements not to compete;

(dd) Amortization of goodwill, lease acquisition, or any other intangible
asset, whether related to resident care or not, and whether recognized under
generally accepted accounting principles or not;

(ee) Expenses related to vehicles which are in excess of what a prudent
contractor would expend for the ordinary and economic provision of
transportation needs related to patient care;

(ff) Legal and consultant fees in connection with a fair hearing against the
department where a decision is rendered in favor of the department or where
otherwise the determination of the department stands;

(gg) Legal and consultant fees of a contractor or contractors in connection
with a lawsuit against the department;

(hh) Lease acquisition costs, goodwill, the cost of bed rights, or any other
intangible assets;

(1) All rental or lease costs other than those provided in RCW 74.46.300 on
and after January 1, 1985;

(jj) Postsurvey charges incurred by the facility as a result of subsequent
inspections under RCW 18.51.050 which occur beyond the first postsurvey visit
during the certification survey calendar year;

(kk) Compensation paid for any purchased nursing care services, including
registered nurse, licensed practical nurse, and nurse assistant services, obtained
through service contract arrangement in excess of the amount of compensation
paid for such hours of nursing care service had they been paid at the average
hourly wage, including related taxes and benefits, for in-house nursing care staff
of like classification at the same nursing facility, as reported in the most recent
cost report period;
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(1) For all partial or whole rate periods after July 17, 1984, costs of land and
depreciable assets that cannot be reimbursed under the Deficit Reduction Act of
1984 and implementing state statutory and regulatory provisions;

(mm) Costs reported by the contractor for a prior period to the extent such
costs, due to statutory exemption, will not be incurred by the contractor in the
period to be covered by the rate;

(nn) Costs of outside activities, for example, costs allocated to the use of a
vehicle for personal purposes or related to the part of a facility leased out for
office space;

(00) Travel expenses outside the states of Idaho, Oregon, and Washington
and the province of British Columbia. However, travel to or from the home or
central office of a chain organization operating a nursing facility is allowed
whether inside or outside these areas if the travel is necessary, ordinary, and
related to resident care;

(pp) Moving expenses of employees in the absence of demonstrated, good-
faith effort to recruit within the states of Idaho, Oregon, and Washington, and the
province of British Columbia;

(qq) Depreciation in excess of four thousand dollars per year for each
passenger car or other vehicle primarily used by the administrator, facility staff,
or central office staff;

(rr) Costs for temporary health care personnel from a nursing pool not
registered with the secretary of the department of health;

(ss) Payroll taxes associated with compensation in excess of allowable
compensation of owners, relatives, and administrative personnel;

(tt) Costs and fees associated with filing a petition for bankruptcy;

(uu) All advertising or promotional costs, except reasonable costs of help
wanted advertising;

(vv) Outside consultation expenses required to meet department-required
minimum data set completion proficiency;

(ww) Interest charges assessed by any department or agency of this state for
failure to make a timely refund of overpayments and interest expenses incurred
for loans obtained to make the refunds;

(xx) All home office or central office costs, whether on or off the nursing
facility premises, and whether allocated or not to specific services, in excess of
the median of those adjusted costs for all facilities reporting such costs for the
most recent report period; ((and))

(yy) Tax expenses that a nursing facility has never incurred; and

(zz) Effective July 1, 2007, and for all future rate settings, any costs
associated with the quality maintenance fee repealed by chapter 241, Laws of
2006.

Sec. 2. RCW 74.46.431 and 2006 ¢ 258 s 2 are each amended to read as
follows:

(1) Effective July 1, 1999, nursing facility medicaid payment rate
allocations shall be facility-specific and shall have seven components: Direct
care, therapy care, support services, operations, property, financing allowance,
and variable return. The department shall establish and adjust each of these
components, as provided in this section and elsewhere in this chapter, for each
medicaid nursing facility in this state.
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(2) Component rate allocations in therapy care, support services, variable
return, operations, property, and financing allowance for essential community
providers as defined in this chapter shall be based upon a minimum facility
occupancy of eighty-five percent of licensed beds, regardless of how many beds
are set up or in use. For all facilities other than essential community providers,
effective July 1, 2001, component rate allocations in direct care, therapy care,
support services, variable return, operations, property, and financing allowance
shall continue to be based upon a minimum facility occupancy of eighty-five
percent of licensed beds. For all facilities other than essential community
providers, effective July 1, 2002, the component rate allocations in operations,
property, and financing allowance shall be based upon a minimum facility
occupancy of ninety percent of licensed beds, regardless of how many beds are
set up or in use. For all facilities, effective July 1, 2006, the component rate
allocation in direct care shall be based upon actual facility occupancy.

(3) Information and data sources used in determining medicaid payment rate
allocations, including formulas, procedures, cost report periods, resident
assessment instrument formats, resident assessment methodologies, and resident
classification and case mix weighting methodologies, may be substituted or
altered from time to time as determined by the department.

(4)(a) Direct care component rate allocations shall be established using
adjusted cost report data covering at least six months. Adjusted cost report data
from 1996 will be used for October 1, 1998, through June 30, 2001, direct care
component rate allocations; adjusted cost report data from 1999 will be used for
July 1, 2001, through June 30, 2006, direct care component rate allocations.
Adjusted cost report data from 2003 will be used for July 1, 2006, ((and-ater))
through June 30, 2007, direct care component rate allocations. Adjusted cost
report data from 2005 will be used for July 1, 2007, through June 30, 2009,
direct care component rate allocations. Effective July 1, 2009, the direct care
component rate allocation shall be rebased biennially, and thereafter for each
odd-numbered year beginning July 1st, using the adjusted cost report data for the
calendar year two years immediately preceding the rate rebase period, so that
adjusted cost report data for calendar year 2007 is used for July 1, 2009, through
June 30, 2011, and so forth.

(b) Direct care component rate allocations based on 1996 cost report data
shall be adjusted annually for economic trends and conditions by a factor or
factors defined in the biennial appropriations act. A different economic trends
and conditions adjustment factor or factors may be defined in the biennial
appropriations act for facilities whose direct care component rate is set equal to
their adjusted June 30, 1998, rate, as provided in RCW 74.46.506(5)(1).

(c) Direct care component rate allocations based on 1999 cost report data
shall be adjusted annually for economic trends and conditions by a factor or
factors defined in the biennial appropriations act. A different economic trends
and conditions adjustment factor or factors may be defined in the biennial
appropriations act for facilities whose direct care component rate is set equal to
their adjusted June 30, 1998, rate, as provided in RCW 74.46.506(5)(i).

(d) Direct care component rate allocations based on 2003 cost report data
shall be adjusted annually for economic trends and conditions by a factor or
factors defined in the biennial appropriations act. A different economic trends
and conditions adjustment factor or factors may be defined in the biennial
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appropriations act for facilities whose direct care component rate is set equal to
their adjusted June 30, 2006, rate, as provided in RCW 74.46.506(5)(1).

(e) Direct care component rate allocations shall be adjusted annually for
economic trends and conditions by a factor or factors defined in the biennial
appropriations act.

(5)(a) Therapy care component rate allocations shall be established using
adjusted cost report data covering at least six months. Adjusted cost report data
from 1996 will be used for October 1, 1998, through June 30, 2001, therapy care
component rate allocations; adjusted cost report data from 1999 will be used for
July 1, 2001, through June 30, 2005, therapy care component rate allocations.
Adjusted cost report data from 1999 will continue to be used for July 1, 2005,
((andater)) through June 30, 2007, therapy care component rate allocations.
Adjusted cost report data from 2005 will be used for July 1, 2007, through June
30, 2009, therapy care component rate allocations. Effective July 1, 2009, and

thereafter for each odd-numbered year beginning July lIst, the therapy care
component rate allocation shall be cost rebased biennially, using the adjusted

cost report data for the calendar year two years immediately preceding the rate
rebase period, so that adjusted cost report data for calendar year 2007 is used for

July 1. 2009, through June 30, 2011, and so forth.

(b) Therapy care component rate allocations shall be adjusted annually for
economic trends and conditions by a factor or factors defined in the biennial
appropriations act.

(6)(a) Support services component rate allocations shall be established
using adjusted cost report data covering at least six months. Adjusted cost report
data from 1996 shall be used for October 1, 1998, through June 30, 2001,
support services component rate allocations; adjusted cost report data from 1999
shall be used for July 1, 2001, through June 30, 2005, support services
component rate allocations. Adjusted cost report data from 1999 will continue
to be used for July 1, 2005, ((and-later)) through June 30, 2007, support services
component rate allocations. Adjusted cost report data from 2005 will be used for
July 1, 2007, through June 30, 2009, support services component rate
allocations. Effective July 1, 2009, and thereafter for each odd-numbered year

beginning July 1st, the support services component rate allocation shall be cost

rebased biennially, using the adjusted cost report data for the calendar year two
years immediately preceding the rate rebase period. so that adjusted cost report

data for calendar year 2007 is used for July 1, 2009, through June 30, 2011, and
so forth.

(b) Support services component rate allocations shall be adjusted annually
for economic trends and conditions by a factor or factors defined in the biennial
appropriations act.

(7)(a) Operations component rate allocations shall be established using
adjusted cost report data covering at least six months. Adjusted cost report data
from 1996 shall be used for October 1, 1998, through June 30, 2001, operations
component rate allocations; adjusted cost report data from 1999 shall be used for
July 1, 2001, through June 30, 2006, operations component rate allocations.
Adjusted cost report data from 2003 will be used for July 1, 2006, ((and-later))
through June 30, 2007, operations component rate allocations. Adjusted cost
report data from 2005 will be used for July 1., 2007, through June 30, 2009,
operations component rate allocations. Effective July 1, 2009, and thereafter for
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each odd-numbered year beginning July 1st, the operations component rate

allocation shall be cost rebased biennially, using the adjusted cost report data for
the calendar year two years immediately preceding the rate rebase period, so that

adjusted cost report data for calendar year 2007 is used for July 1, 2009, through
June 30, 2011, and so forth.

(b) Operations component rate allocations shall be adjusted annually for
economic trends and conditions by a factor or factors defined in the biennial
appropriations act. A different economic trends and conditions adjustment
factor or factors may be defined in the biennial appropriations act for facilities
whose operations component rate is set equal to their adjusted June 30, 2006,
rate, as provided in RCW 74.46.521(4).

(8) For July 1, 1998, through September 30, 1998, a facility's property and
return on investment component rates shall be the facility's June 30, 1998,
property and return on investment component rates, without increase. For
October 1, 1998, through June 30, 1999, a facility's property and return on
investment component rates shall be rebased utilizing 1997 adjusted cost report
data covering at least six months of data.

(9) Total payment rates under the nursing facility medicaid payment system
shall not exceed facility rates charged to the general public for comparable
services.

(10) Medicaid contractors shall pay to all facility staff a minimum wage of
the greater of the state minimum wage or the federal minimum wage.

(11) The department shall establish in rule procedures, principles, and
conditions for determining component rate allocations for facilities in
circumstances not directly addressed by this chapter, including but not limited
to: The need to prorate inflation for partial-period cost report data, newly
constructed facilities, existing facilities entering the medicaid program for the
first time or after a period of absence from the program, existing facilities with
expanded new bed capacity, existing medicaid facilities following a change of
ownership of the nursing facility business, facilities banking beds or converting
beds back into service, facilities temporarily reducing the number of set-up beds
during a remodel, facilities having less than six months of either resident
assessment, cost report data, or both, under the current contractor prior to rate
setting, and other circumstances.

(12) The department shall establish in rule procedures, principles, and
conditions, including necessary threshold costs, for adjusting rates to reflect
capital improvements or new requirements imposed by the department or the
federal government. Any such rate adjustments are subject to the provisions of
RCW 74.46.421.

(13) Effective July 1, 2001, medicaid rates shall continue to be revised
downward in all components, in accordance with department rules, for facilities
converting banked beds to active service under chapter 70.38 RCW, by using the
facility's increased licensed bed capacity to recalculate minimum occupancy for
rate setting. However, for facilities other than essential community providers
which bank beds under chapter 70.38 RCW, after May 25, 2001, medicaid rates
shall be revised upward, in accordance with department rules, in direct care,
therapy care, support services, and variable return components only, by using the
facility's decreased licensed bed capacity to recalculate minimum occupancy for
rate setting, but no upward revision shall be made to operations, property, or
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financing allowance component rates. The direct care component rate allocation
shall be adjusted, without using the minimum occupancy assumption, for
facilities that convert banked beds to active service, under chapter 70.38 RCW,
beginning on July 1, 2006.

(14) Facilities obtaining a certificate of need or a certificate of need
exemption under chapter 70.38 RCW after June 30, 2001, must have a certificate
of capital authorization in order for (a) the depreciation resulting from the
capitalized addition to be included in calculation of the facility's property
component rate allocation; and (b) the net invested funds associated with the
capitalized addition to be included in calculation of the facility's financing
allowance rate allocation.

Sec. 3. RCW 74.46.506 and 2006 c 258 s 6 are each amended to read as
follows:

(1) The direct care component rate allocation corresponds to the provision
of nursing care for one resident of a nursing facility for one day, including direct
care supplies. Therapy services and supplies, which correspond to the therapy
care component rate, shall be excluded. The direct care component rate includes
elements of case mix determined consistent with the principles of this section
and other applicable provisions of this chapter.

(2) Beginning October 1, 1998, the department shall determine and update
quarterly for each nursing facility serving medicaid residents a facility-specific
per-resident day direct care component rate allocation, to be effective on the first
day of each calendar quarter. In determining direct care component rates the
department shall utilize, as specified in this section, minimum data set resident
assessment data for each resident of the facility, as transmitted to, and if
necessary corrected by, the department in the resident assessment instrument
format approved by federal authorities for use in this state.

(3) The department may question the accuracy of assessment data for any
resident and utilize corrected or substitute information, however derived, in
determining direct care component rates. The department is authorized to
impose civil fines and to take adverse rate actions against a contractor, as
specified by the department in rule, in order to obtain compliance with resident
assessment and data transmission requirements and to ensure accuracy.

(4) Cost report data used in setting direct care component rate allocations
shall be ((1996;—1999—and—2003)) for rate periods as specified in RCW
74.46.431(4)(a).

(5) Beginning October 1, 1998, the department shall rebase each nursing
facility's direct care component rate allocation as described in RCW 74.46.431,
adjust its direct care component rate allocation for economic trends and
conditions as described in RCW 74.46.431, and update its medicaid average case
mix index, consistent with the following:

(a) Reduce total direct care costs reported by each nursing facility for the
applicable cost report period specified in RCW 74.46.431(4)(a) to reflect any
department adjustments, and to eliminate reported resident therapy costs and
adjustments, in order to derive the facility's total allowable direct care cost;

(b) Divide each facility's total allowable direct care cost by its adjusted
resident days for the same report period, increased if necessary to a minimum
occupancy of eighty-five percent; that is, the greater of actual or imputed
occupancy at eighty-five percent of licensed beds, to derive the facility's
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allowable direct care cost per resident day. However, effective July 1, 2006,
each facility's allowable direct care costs shall be divided by its adjusted resident
days without application of a minimum occupancy assumption;

(c) Adjust the facility's per resident day direct care cost by the applicable
factor specified in RCW 74.46.431(4) ((b);€e)and{d))) to derive its adjusted
allowable direct care cost per resident day;

(d) Divide each facility's adjusted allowable direct care cost per resident day
by the facility average case mix index for the applicable quarters specified by
RCW 74.46.501(7)(b) to derive the facility's allowable direct care cost per case
mix unit;

(e) Effective for July 1, 2001, rate setting, divide nursing facilities into at
least two and, if applicable, three peer groups: Those located in nonurban
counties; those located in high labor-cost counties, if any; and those located in
other urban counties;

(f) Array separately the allowable direct care cost per case mix unit for all
facilities in nonurban counties; for all facilities in high labor-cost counties, if
applicable; and for all facilities in other urban counties, and determine the
median allowable direct care cost per case mix unit for each peer group;

(g) Except as provided in (i) of this subsection, from October 1, 1998,
through June 30, 2000, determine each facility's quarterly direct care component
rate as follows:

(1) Any facility whose allowable cost per case mix unit is less than eighty-
five percent of the facility's peer group median established under (f) of this
subsection shall be assigned a cost per case mix unit equal to eighty-five percent
of the facility's peer group median, and shall have a direct care component rate
allocation equal to the facility's assigned cost per case mix unit multiplied by
that facility's medicaid average case mix index from the applicable quarter
specified in RCW 74.46.501(7)(c);

(i1) Any facility whose allowable cost per case mix unit is greater than one
hundred fifteen percent of the peer group median established under (f) of this
subsection shall be assigned a cost per case mix unit equal to one hundred fifteen
percent of the peer group median, and shall have a direct care component rate
allocation equal to the facility's assigned cost per case mix unit multiplied by
that facility's medicaid average case mix index from the applicable quarter
specified in RCW 74.46.501(7)(c);

(iii) Any facility whose allowable cost per case mix unit is between eighty-
five and one hundred fifteen percent of the peer group median established under
(f) of this subsection shall have a direct care component rate allocation equal to
the facility's allowable cost per case mix unit multiplied by that facility's
medicaid average case mix index from the applicable quarter specified in RCW
74.46.501(7)(c);

(h) Except as provided in (i) of this subsection, from July 1, 2000, through
June 30, 2006, determine each facility's quarterly direct care component rate as
follows:

(1) Any facility whose allowable cost per case mix unit is less than ninety
percent of the facility's peer group median established under (f) of this
subsection shall be assigned a cost per case mix unit equal to ninety percent of
the facility's peer group median, and shall have a direct care component rate
allocation equal to the facility's assigned cost per case mix unit multiplied by
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that facility's medicaid average case mix index from the applicable quarter
specified in RCW 74.46.501(7)(c);

(i1) Any facility whose allowable cost per case mix unit is greater than one
hundred ten percent of the peer group median established under (f) of this
subsection shall be assigned a cost per case mix unit equal to one hundred ten
percent of the peer group median, and shall have a direct care component rate
allocation equal to the facility's assigned cost per case mix unit multiplied by
that facility's medicaid average case mix index from the applicable quarter
specified in RCW 74.46.501(7)(c);

(ii1) Any facility whose allowable cost per case mix unit is between ninety
and one hundred ten percent of the peer group median established under (f) of
this subsection shall have a direct care component rate allocation equal to the
facility's allowable cost per case mix unit multiplied by that facility's medicaid
average case mix index from the applicable quarter specified in RCW
74.46.501(7)(c);

(1)(1) Between October 1, 1998, and June 30, 2000, the department shall
compare each facility's direct care component rate allocation calculated under
(g) of this subsection with the facility's nursing services component rate in effect
on September 30, 1998, less therapy costs, plus any exceptional care offsets as
reported on the cost report, adjusted for economic trends and conditions as
provided in RCW 74.46.431. A facility shall receive the higher of the two rates.

(ii) Between July 1, 2000, and June 30, 2002, the department shall compare
each facility's direct care component rate allocation calculated under (h) of this
subsection with the facility's direct care component rate in effect on June 30,
2000. A facility shall receive the higher of the two rates. Between July 1, 2001,
and June 30, 2002, if during any quarter a facility whose rate paid under (h) of
this subsection is greater than either the direct care rate in effect on June 30,
2000, or than that facility's allowable direct care cost per case mix unit
calculated in (d) of this subsection multiplied by that facility's medicaid average
case mix index from the applicable quarter specified in RCW 74.46.501(7)(c),
the facility shall be paid in that and each subsequent quarter pursuant to (h) of
this subsection and shall not be entitled to the greater of the two rates.

(iii) Between July 1, 2002, and June 30, 2006, all direct care component rate
allocations shall be as determined under (h) of this subsection.

(iv) Effective July 1, 2006, for all providers, except vital local providers as
defined in this chapter, all direct care component rate allocations shall be as
determined under (j) of this subsection.

(v) Effective July 1, 2006, through June 30, 2007, for vital local providers,
as defined in this chapter, direct care component rate allocations shall be
determined as follows:

(A) The department shall calculate:

(I) The sum of each facility's July 1, 2006, direct care component rate
allocation calculated under (j) of this subsection and July 1, 2006, operations
component rate calculated under RCW 74.46.521; and

(IT) The sum of each facility's June 30, 2006, direct care and operations
component rates.

(B) If the sum calculated under (i)(v)(A)(I) of this subsection is less than the
sum calculated under (i)(v)(A)(II) of this subsection, the facility shall have a
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direct care component rate allocation equal to the facility's June 30, 2006, direct
care component rate allocation.

(C) If the sum calculated under (i)(v)(A)(I) of this subsection is greater than
or equal to the sum calculated under (i)(v)(A)(II) of this subsection, the facility's
direct care component rate shall be calculated under (j) of this subsection;

(j) Except as provided in (i) of this subsection, from July 1, 2006, forward,
and for all future rate setting, determine each facility's quarterly direct care
component rate as follows:

(i) Any facility whose allowable cost per case mix unit is greater than one
hundred twelve percent of the peer group median established under (f) of this
subsection shall be assigned a cost per case mix unit equal to one hundred twelve
percent of the peer group median, and shall have a direct care component rate
allocation equal to the facility's assigned cost per case mix unit multiplied by
that facility's medicaid average case mix index from the applicable quarter
specified in RCW 74.46.501(7)(c);

(i) Any facility whose allowable cost per case mix unit is less than or equal
to one hundred twelve percent of the peer group median established under (f) of
this subsection shall have a direct care component rate allocation equal to the
facility's allowable cost per case mix unit multiplied by that facility's medicaid
average case mix index from the applicable quarter specified in RCW
74.46.501(7)(c).

(6) The direct care component rate allocations calculated in accordance with
this section shall be adjusted to the extent necessary to comply with RCW
74.46.421.

(7) Costs related to payments resulting from increases in direct care
component rates, granted under authority of RCW 74.46.508(1) for a facility's
exceptional care residents, shall be offset against the facility's examined,
allowable direct care costs, for each report year or partial period such increases
are paid. Such reductions in allowable direct care costs shall be for rate setting,
settlement, and other purposes deemed appropriate by the department.

Sec. 4. RCW 74.46.511 and 2001 1st sp.s. ¢ 8 s 11 are each amended to
read as follows:

(1) The therapy care component rate allocation corresponds to the provision
of medicaid one-on-one therapy provided by a qualified therapist as defined in
this chapter, including therapy supplies and therapy consultation, for one day for
one medicaid resident of a nursing facility. The therapy care component rate
allocation for October 1, 1998, through June 30, 2001, shall be based on adjusted
therapy costs and days from calendar year 1996. The therapy component rate
allocation for July 1, 2001, through June 30, ((2064)) 2007, shall be based on
adjusted therapy costs and days from calendar year 1999. Effective July 1, 2007,
the therapy care component rate allocation shall be based on adjusted therapy
costs and days as described in RCW 74.46.431(5). The therapy care component
rate shall be adjusted for economic trends and conditions as specified in RCW
74.46.431(5)((5))), and shall be determined in accordance with this section.

(2) In rebasing, as provided in RCW 74.46.431(5)(a), the department shall
take from the cost reports of facilities the following reported information:

(a) Direct one-on-one therapy charges for all residents by payer including
charges for supplies;
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(b) The total units or modules of therapy care for all residents by type of
therapy provided, for example, speech or physical. A unit or module of therapy
care is considered to be fifteen minutes of one-on-one therapy provided by a
qualified therapist or support personnel; and

(c) Therapy consulting expenses for all residents.

(3) The department shall determine for all residents the total cost per unit of
therapy for each type of therapy by dividing the total adjusted one-on-one
therapy expense for each type by the total units provided for that therapy type.

(4) The department shall divide medicaid nursing facilities in this state into
two peer groups:

(a) Those facilities located within urban counties; and

(b) Those located within nonurban counties.

The department shall array the facilities in each peer group from highest to
lowest based on their total cost per unit of therapy for each therapy type. The
department shall determine the median total cost per unit of therapy for each
therapy type and add ten percent of median total cost per unit of therapy. The
cost per unit of therapy for each therapy type at a nursing facility shall be the
lesser of its cost per unit of therapy for each therapy type or the median total cost
per unit plus ten percent for each therapy type for its peer group.

(5) The department shall calculate each nursing facility's therapy care
component rate allocation as follows:

(a) To determine the allowable total therapy cost for each therapy type, the
allowable cost per unit of therapy for each type of therapy shall be multiplied by
the total therapy units for each type of therapy;

(b) The medicaid allowable one-on-one therapy expense shall be calculated
taking the allowable total therapy cost for each therapy type times the medicaid
percent of total therapy charges for each therapy type;

(c) The medicaid allowable one-on-one therapy expense for each therapy
type shall be divided by total adjusted medicaid days to arrive at the medicaid
one-on-one therapy cost per patient day for each therapy type;

(d) The medicaid one-on-one therapy cost per patient day for each therapy
type shall be multiplied by total adjusted patient days for all residents to
calculate the total allowable one-on-one therapy expense. The lesser of the total
allowable therapy consultant expense for the therapy type or a reasonable
percentage of allowable therapy consultant expense for each therapy type, as
established in rule by the department, shall be added to the total allowable one-
on-one therapy expense to determine the allowable therapy cost for each therapy
type;
(e) The allowable therapy cost for each therapy type shall be added together,
the sum of which shall be the total allowable therapy expense for the nursing
facility;

(f) The total allowable therapy expense will be divided by the greater of
adjusted total patient days from the cost report on which the therapy expenses
were reported, or patient days at eighty-five percent occupancy of licensed beds.
The outcome shall be the nursing facility's therapy care component rate
allocation.

(6) The therapy care component rate allocations calculated in accordance
with this section shall be adjusted to the extent necessary to comply with RCW
74.46.421.
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(7) The therapy care component rate shall be suspended for medicaid
residents in qualified nursing facilities designated by the department who are
receiving therapy paid by the department outside the facility daily rate under
RCW 74.46.508(2).

Sec. 5. RCW 74.46.521 and 2006 ¢ 258 s 7 are each amended to read as
follows:

(1) The operations component rate allocation corresponds to the general
operation of a nursing facility for one resident for one day, including but not
limited to management, administration, utilities, office supplies, accounting and
bookkeeping, minor building maintenance, minor equipment repairs and
replacements, and other supplies and services, exclusive of direct care, therapy
care, support services, property, financing allowance, and variable return.

(2) Except as provided in subsection (4) of this section, beginning October
1, 1998, the department shall determine each medicaid nursing facility's
operations component rate allocation using cost report data specified by RCW
74.46.431(7)(a). Effective July 1, 2002, operations component rates for all
facilities except essential community providers shall be based upon a minimum
occupancy of ninety percent of licensed beds, and no operations component rate
shall be revised in response to beds banked on or after May 25, 2001, under
chapter 70.38 RCW.

(3) Except as provided in subsection (4) of this section, to determine each
facility's operations component rate the department shall:

(a) Array facilities' adjusted general operations costs per adjusted resident
day, as determined by dividing each facility's total allowable operations cost by
its adjusted resident days for the same report period, increased if necessary to a
minimum occupancy of ninety percent; that is, the greater of actual or imputed
occupancy at ninety percent of licensed beds, for each facility from facilities'
cost reports from the applicable report year, for facilities located within urban
counties and for those located within nonurban counties and determine the
median adjusted cost for each peer group;

(b) Set each facility's operations component rate at the lower of:

(1) The facility's per resident day adjusted operations costs from the
applicable cost report period adjusted if necessary to a minimum occupancy of
eighty-five percent of licensed beds before July 1, 2002, and ninety percent
effective July 1, 2002; or

(i) The adjusted median per resident day general operations cost for that
facility's peer group, urban counties or nonurban counties; and

(c) Adjust each facility's operations component rate for economic trends and
conditions as provided in RCW 74.46.431(7)(b).

(4)(a) Effective July 1, 2006, through June 30, 2007, for any facility whose
direct care component rate allocation is set equal to its June 30, 2006, direct care
component rate allocation, as provided in RCW 74.46.506(5)((())), the facility's
operations component rate allocation shall also be set equal to the facility's June
30, 2006, operations component rate allocation.

(b) The operations component rate allocation for facilities whose operations
component rate is set equal to their June 30, 2006, operations component rate,
shall be adjusted for economic trends and conditions as provided in RCW
74.46.431(7)(b).
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(5) The operations component rate allocations calculated in accordance with
this section shall be adjusted to the extent necessary to comply with RCW
74.46.421.

NEW SECTION. Sec. 6. A new section is added to chapter 74.46 RCW to
read as follows:

(1) For the purposes of comparison, the department shall determine the
following during the rate-setting periods for fiscal years 2008 and 2009:

(a) Each facility's June 30, 2007, combined rate for the direct care, support
services, therapy, and operations components, less the quality maintenance fee;
and

(b) Each facility's estimated rebased rates for the July 1, 2007, and July 1,
2008, rate-setting periods, for the direct care, support services, therapy, and
operations rate components, less the quality maintenance fee, adjusted for
economic trends and conditions under the 2007-2009 biennial appropriations
act.

(2) For the 2007-2009 fiscal biennium, the department shall include a "hold
harmless" provision after rebasing to 2005 costs for the July 1, 2007, through
June 30, 2008, rate-setting period and the July 1, 2008, through June 30, 2009,
rate-setting period. This "hold harmless" provision shall apply to facilities that
meet both of the following conditions:

(a) Facilities whose estimated rebased rates calculated under subsection
(1)(b) of this section are less than their June 30, 2007, rates calculated under
subsection (1)(a) of this section; and

(b) Facilities whose combined adjusted costs per adjusted resident day in the
direct care, support services, therapy, and operations cost centers were greater
than the combined per resident day reimbursement rates for these cost centers in
either calendar years 2004 or 2005.

For those facilities that meet the conditions in this subsection, the "hold
harmless" provision shall ensure that for the July 1, 2007, through June 30, 2008,
rate-setting period and for the July 1, 2008, through June 30, 2009, rate-setting
period, the department shall set each facility's component rates in direct care,
support services, therapy, and operations to the facility's June 30, 2007, rate, less
the quality maintenance fee, adjusted for economic trends and conditions
specified in the 2007-2009 biennial appropriations act.

Sec. 7. RCW 74.46.020 and 2006 c 258 s 1 are each amended to read as
follows:

Unless the context clearly requires otherwise, the definitions in this section
apply throughout this chapter.

(1) "Accrual method of accounting" means a method of accounting in which
revenues are reported in the period when they are earned, regardless of when
they are collected, and expenses are reported in the period in which they are
incurred, regardless of when they are paid.

(2) "Appraisal" means the process of estimating the fair market value or
reconstructing the historical cost of an asset acquired in a past period as
performed by a professionally designated real estate appraiser with no pecuniary
interest in the property to be appraised. It includes a systematic, analytic
determination and the recording and analyzing of property facts, rights,
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investments, and values based on a personal inspection and inventory of the
property.

(3) "Arm's-length transaction" means a transaction resulting from good-
faith bargaining between a buyer and seller who are not related organizations
and have adverse positions in the market place. Sales or exchanges of nursing
home facilities among two or more parties in which all parties subsequently
continue to own one or more of the facilities involved in the transactions shall
not be considered as arm's-length transactions for purposes of this chapter. Sale
of a nursing home facility which is subsequently leased back to the seller within
five years of the date of sale shall not be considered as an arm's-length
transaction for purposes of this chapter.

(4) "Assets" means economic resources of the contractor, recognized and
measured in conformity with generally accepted accounting principles.

(5) "Audit" or "department audit" means an examination of the records of a
nursing facility participating in the medicaid payment system, including but not
limited to: The contractor's financial and statistical records, cost reports and all
supporting documentation and schedules, receivables, and resident trust funds,
to be performed as deemed necessary by the department and according to
department rule.

(6) "Bad debts" means amounts considered to be uncollectible from
accounts and notes receivable.

(7) "Beneficial owner" means:

(@) Any person who, directly or indirectly, through any contract,
arrangement, understanding, relationship, or otherwise has or shares:

(1) Voting power which includes the power to vote, or to direct the voting of
such ownership interest; and/or

(1) Investment power which includes the power to dispose, or to direct the
disposition of such ownership interest;

(b) Any person who, directly or indirectly, creates or uses a trust, proxy,
power of attorney, pooling arrangement, or any other contract, arrangement, or
device with the purpose or effect of divesting himself or herself of beneficial
ownership of an ownership interest or preventing the vesting of such beneficial
ownership as part of a plan or scheme to evade the reporting requirements of this
chapter;

(c) Any person who, subject to (b) of this subsection, has the right to acquire
beneficial ownership of such ownership interest within sixty days, including but
not limited to any right to acquire:

(i) Through the exercise of any option, warrant, or right;

(i1) Through the conversion of an ownership interest;

(iii) Pursuant to the power to revoke a trust, discretionary account, or similar
arrangement; or

(iv) Pursuant to the automatic termination of a trust, discretionary account,
or similar arrangement;
except that, any person who acquires an ownership interest or power specified in
(c)(@), (ii), or (iii) of this subsection with the purpose or effect of changing or
influencing the control of the contractor, or in connection with or as a participant
in any transaction having such purpose or effect, immediately upon such
acquisition shall be deemed to be the beneficial owner of the ownership interest
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which may be acquired through the exercise or conversion of such ownership
interest or power;

(d) Any person who in the ordinary course of business is a pledgee of
ownership interest under a written pledge agreement shall not be deemed to be
the beneficial owner of such pledged ownership interest until the pledgee has
taken all formal steps necessary which are required to declare a default and
determines that the power to vote or to direct the vote or to dispose or to direct
the disposition of such pledged ownership interest will be exercised; except that:

(1) The pledgee agreement is bona fide and was not entered into with the
purpose nor with the effect of changing or influencing the control of the
contractor, nor in connection with any transaction having such purpose or effect,
including persons meeting the conditions set forth in (b) of this subsection; and

(i1) The pledgee agreement, prior to default, does not grant to the pledgee:

(A) The power to vote or to direct the vote of the pledged ownership
interest; or

(B) The power to dispose or direct the disposition of the pledged ownership
interest, other than the grant of such power(s) pursuant to a pledge agreement
under which credit is extended and in which the pledgee is a broker or dealer.

(8) "Capitalization" means the recording of an expenditure as an asset.

(9) "Case mix" means a measure of the intensity of care and services needed
by the residents of a nursing facility or a group of residents in the facility.

(10) "Case mix index" means a number representing the average case mix of
a nursing facility.

(11) "Case mix weight" means a numeric score that identifies the relative
resources used by a particular group of a nursing facility's residents.

(12) "Certificate of capital authorization" means a certification from the
department for an allocation from the biennial capital financing authorization for
all new or replacement building construction, or for major renovation projects,
receiving a certificate of need or a certificate of need exemption under chapter
70.38 RCW after July 1, 2001.

(13) "Contractor" means a person or entity licensed under chapter 18.51
RCW to operate a medicare and medicaid certified nursing facility, responsible
for operational decisions, and contracting with the department to provide
services to medicaid recipients residing in the facility.

(14) "Default case" means no initial assessment has been completed for a
resident and transmitted to the department by the cut-off date, or an assessment
is otherwise past due for the resident, under state and federal requirements.

(15) "Department" means the department of social and health services
(DSHS) and its employees.

(16) "Depreciation" means the systematic distribution of the cost or other
basis of tangible assets, less salvage, over the estimated useful life of the assets.

(17) "Direct care" means nursing care and related care provided to nursing
facility residents. Therapy care shall not be considered part of direct care.

(18) "Direct care supplies" means medical, pharmaceutical, and other
supplies required for the direct care of a nursing facility's residents.

(19) "Entity" means an individual, partnership, corporation, limited liability
company, or any other association of individuals capable of entering enforceable
contracts.
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(20) "Equity" means the net book value of all tangible and intangible assets
less the recorded value of all liabilities, as recognized and measured in
conformity with generally accepted accounting principles.

(21) "Essential community provider" means a facility which is the only
nursing facility within a commuting distance radius of at least forty minutes
duration, traveling by automobile.

(22) "Facility" or "nursing facility" means a nursing home licensed in
accordance with chapter 18.51 RCW, excepting nursing homes certified as
institutions for mental diseases, or that portion of a multiservice facility licensed
as a nursing home, or that portion of a hospital licensed in accordance with
chapter 70.41 RCW which operates as a nursing home.

(23) "Fair market value" means the replacement cost of an asset less
observed physical depreciation on the date for which the market value is being
determined.

(24) "Financial statements" means statements prepared and presented in
conformity with generally accepted accounting principles including, but not
limited to, balance sheet, statement of operations, statement of changes in
financial position, and related notes.

(25) "Generally accepted accounting principles” means accounting
principles approved by the financial accounting standards board (FASB).

(26) "Goodwill" means the excess of the price paid for a nursing facility
business over the fair market value of all net identifiable tangible and intangible
assets acquired, as measured in accordance with generally accepted accounting
principles.

(27) "Grouper" means a computer software product that groups individual
nursing facility residents into case mix classification groups based on specific
resident assessment data and computer logic.

(28) "High labor-cost county" means an urban county in which the median
allowable facility cost per case mix unit is more than ten percent higher than the
median allowable facility cost per case mix unit among all other urban counties,
excluding that county.

(29) "Historical cost" means the actual cost incurred in acquiring and
preparing an asset for use, including feasibility studies, architect's fees, and
engineering studies.

(30) "Home and central office costs" means costs that are incurred in the
support and operation of a home and central office. Home and central office
costs include centralized services that are performed in support of a nursing
facility. The department may exclude from this definition costs that are
nonduplicative, documented, ordinary, necessary, and related to the provision of
care services to authorized patients.

(31) "Imprest fund" means a fund which is regularly replenished in exactly
the amount expended from it.

(32) "Joint facility costs" means any costs which represent resources which
benefit more than one facility, or one facility and any other entity.

(33) "Lease agreement" means a contract between two parties for the
possession and use of real or personal property or assets for a specified period of
time in exchange for specified periodic payments. Elimination (due to any cause
other than death or divorce) or addition of any party to the contract, expiration,
or modification of any lease term in effect on January 1, 1980, or termination of
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the lease by either party by any means shall constitute a termination of the lease
agreement. An extension or renewal of a lease agreement, whether or not
pursuant to a renewal provision in the lease agreement, shall be considered a
new lease agreement. A strictly formal change in the lease agreement which
modifies the method, frequency, or manner in which the lease payments are
made, but does not increase the total lease payment obligation of the lessee, shall
not be considered modification of a lease term.

(34) "Medical care program" or "medicaid program" means medical
assistance, including nursing care, provided under RCW 74.09.500 or authorized
state medical care services.

(35) "Medical care recipient," "medicaid recipient,” or "recipient” means an
individual determined eligible by the department for the services provided under
chapter 74.09 RCW.

(36) "Minimum data set" means the overall data component of the resident
assessment instrument, indicating the strengths, needs, and preferences of an
individual nursing facility resident.

(37) "Net book value" means the historical cost of an asset less accumulated
depreciation.

(38) "Net invested funds" means the net book value of tangible fixed assets
employed by a contractor to provide services under the medical care program,
including land, buildings, and equipment as recognized and measured in
conformity with generally accepted accounting principles.

(39) "Nonurban county" means a county which is not located in a
metropolitan statistical area as determined and defined by the United States
office of management and budget or other appropriate agency or office of the
federal government.

(40) "Operating lease" means a lease under which rental or lease expenses
are included in current expenses in accordance with generally accepted
accounting principles.

(41) "Owner" means a sole proprietor, general or limited partners, members
of a limited liability company, and beneficial interest holders of five percent or
more of a corporation's outstanding stock.

(42) "Ownership interest" means all interests beneficially owned by a
person, calculated in the aggregate, regardless of the form which such beneficial
ownership takes.

(43) "Patient day" or "resident day" means a calendar day of care provided
to a nursing facility resident, regardless of payment source, which will include
the day of admission and exclude the day of discharge; except that, when
admission and discharge occur on the same day, one day of care shall be deemed
to exist. A "medicaid day" or "recipient day" means a calendar day of care
provided to a medicaid recipient determined eligible by the department for
services provided under chapter 74.09 RCW, subject to the same conditions
regarding admission and discharge applicable to a patient day or resident day of
care.

(44) "Professionally designated real estate appraiser" means an individual
who is regularly engaged in the business of providing real estate valuation
services for a fee, and who is deemed qualified by a nationally recognized real
estate appraisal educational organization on the basis of extensive practical
appraisal experience, including the writing of real estate valuation reports as
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well as the passing of written examinations on valuation practice and theory, and
who by virtue of membership in such organization is required to subscribe and
adhere to certain standards of professional practice as such organization
prescribes.

(45) "Qualified therapist" means:

(a) A mental health professional as defined by chapter 71.05 RCW;

(b) A mental retardation professional who is a therapist approved by the
department who has had specialized training or one year's experience in treating
or working with the mentally retarded or developmentally disabled;

(¢) A speech pathologist who is eligible for a certificate of clinical
competence in speech pathology or who has the equivalent education and
clinical experience;

(d) A physical therapist as defined by chapter 18.74 RCW;

(¢) An occupational therapist who is a graduate of a program in
occupational therapy, or who has the equivalent of such education or training;
and

(f) A respiratory care practitioner certified under chapter 18.89 RCW.

(46) "Rate" or '"rate allocation" means the medicaid per-patient-day
payment amount for medicaid patients calculated in accordance with the
allocation methodology set forth in part E of this chapter.

(47) "Real property," whether leased or owned by the contractor, means the
building, allowable land, land improvements, and building improvements
associated with a nursing facility.

(48) "Rebased rate" or "cost-rebased rate" means a facility-specific
component rate assigned to a nursing facility for a particular rate period
established on desk-reviewed, adjusted costs reported for that facility covering at
least six months of a prior calendar year designated as a year to be used for cost-
rebasing payment rate allocations under the provisions of this chapter.

(49) "Records" means those data supporting all financial statements and
cost reports including, but not limited to, all general and subsidiary ledgers,
books of original entry, and transaction documentation, however such data are
maintained.

(50) "Related organization" means an entity which is under common
ownership and/or control with, or has control of, or is controlled by, the
contractor.

(a) "Common ownership" exists when an entity is the beneficial owner of
five percent or more ownership interest in the contractor and any other entity.

(b) "Control" exists where an entity has the power, directly or indirectly,
significantly to influence or direct the actions or policies of an organization or
institution, whether or not it is legally enforceable and however it is exercisable
or exercised.

(51) "Related care" means only those services that are directly related to
providing direct care to nursing facility residents. These services include, but
are not limited to, nursing direction and supervision, medical direction, medical
records, pharmacy services, activities, and social services.

(52) "Resident assessment instrument," including federally approved
modifications for use in this state, means a federally mandated, comprehensive
nursing facility resident care planning and assessment tool, consisting of the
minimum data set and resident assessment protocols.
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(53) "Resident assessment protocols" means those components of the
resident assessment instrument that use the minimum data set to trigger or flag a
resident's potential problems and risk areas.

(54) "Resource utilization groups" means a case mix classification system
that identifies relative resources needed to care for an individual nursing facility
resident.

(55) "Restricted fund" means those funds the principal and/or income of
which is limited by agreement with or direction of the donor to a specific
purpose.

(56) "Secretary" means the secretary of the department of social and health
services.

(57) "Support services" means food, food preparation, dietary,
housekeeping, and laundry services provided to nursing facility residents.

(58) "Therapy care" means those services required by a nursing facility
resident's comprehensive assessment and plan of care, that are provided by
qualified therapists, or support personnel under their supervision, including
related costs as designated by the department.

(59) "Title XIX" or "medicaid" means the 1965 amendments to the social
security act, P.L. 89-07, as amended and the medicaid program administered by
the department.

(60) "Urban county" means a county which is located in a metropolitan
statistical area as determined and defined by the United States office of
management and budget or other appropriate agency or office of the federal
government.

(61) "Vital local provider" means a facility ((reperting-a-heme-offiee)) that
meets the following qualifications:

(a) ((Fhe)) It reports a home office with an address ((is)) located in
Washington state; and

(b) The sum of medicaid days for all Washington facilities reporting ((the))
that home office as their home office was greater than two hundred fifteen
thousand in 2003; and

(c) The facility was recognized as a "vital local provider" by the department
as of April 1, 2007.

The definition of "vital local provider" shall expire, and have no force or
effect, after June 30, 2007. After that date, no facility's payments under this

chapter shall in any way be affected by its prior determination or recognition as a
vital local provider.

NEW SECTION. Sec. 8. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and takes effect July 1, 2007.

Passed by the Senate April 20, 2007.

Passed by the House April 21, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.
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CHAPTER 509
[Substitute House Bill 1396]
TRANSPORTATION PLANS—SINGLE BALLOT
AN ACT Relating to a single ballot proposition for regional transportation investment districts
and regional transit authorities at the 2007 general election; amending RCW 36.120.070 and

81.112.030; adding a new section to chapter 29A.36 RCW; creating new sections; and declaring an
emergency.

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

NEW SECTION. Sec. 1. The legislature finds that traffic congestion
reduces personal and freight mobility and is detrimental to the economy, air
quality, and the quality of life throughout the central Puget Sound area.
Effective transportation solutions are essential for the future growth and
development of the central Puget Sound area and the welfare of its citizens.

The legislature further finds that investments in both transit and road
improvements are necessary to relieve traffic congestion and to improve
mobility. The transportation improvements proposed by regional transportation
investment districts and regional transit authorities within the central Puget
Sound region form integral parts of, and are naturally and necessarily related to,
a single regional transportation system. The construction of road and transit
projects in a comprehensive and interrelated manner will help reduce
transportation congestion, increase road capacity, promote safety, facilitate
mobility, and improve the health, welfare, and safety of the citizens of
Washington.

The legislature further finds that under RCW 81.112.030 and 36.120.170
regional transportation investment districts and regional transit authorities are
required to submit to the voters propositions for their respective transportation
plans on the same ballot at the 2007 general election and that the opportunity to
propose a single ballot reflecting a comprehensive, systemic, and interrelated
approach to regional transportation would further the legislative intent and
provide voters with an easier and more efficient method of expressing their will.

It is therefore the policy and intent of the state of Washington that
transportation plans required to be submitted for voter approval at the 2007
general election by a regional transportation investment district and a regional
transit authority must be submitted to voters in single ballot question seeking
approval of both plans.

Sec. 2. RCW 36.120.070 and 2006 ¢ 311 s 8 are each amended to read as
follows:

(1) Beginning no sooner than the 2007 general election, two or more
contiguous county legislative authorities, or a single county legislative authority
as provided under RCW 36.120.030(8), upon receipt of the regional
transportation investment plan under RCW 36.120.040, may submit to the voters
of the proposed district a single ballot ((measure)) proposition that approves
formation of the district, approves the regional transportation investment plan,
and approves the revenue sources necessary to finance the plan. For a county to
participate in the plan, the county legislative authority shall, within ninety days
after receiving the plan, adopt an ordinance indicating the county's participation.
The planning committee may draft the ballot ((measure)) proposition on behalf
of the county legislative authorities, and the county legislative authorities may
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give notice as required by law for ballot ((easures)) propositions, and perform
other duties as required to submit the ((mreasure)) proposition to the voters of the
proposed district for their approval or rejection. Counties may negotiate
interlocal agreements necessary to implement the plan. The electorate will be
the voters voting within the boundaries of the proposed district. A simple
majority of the total persons voting on the single ballot ((meastre)) proposition
is required for approval.

@ « '
eleetion)) The partlclpatmg countles shall submlt a reg10na1 transportatlon
1nvestment plan (( § 4 3

mplemen hase he h 3 ))atthe2007
Qeneral electlon as_part of a smlee ballot DroDosmon that includes, in
conjunction with RCW 81.112.030(10), a plan to support an authority's system
and financing plan, or additional implementation phases of the system and
financing plan, developed under chapter 81.112 RCW. The regional

transportation investment plan shall not be considered approved unless both a
majority of the persons voting on the proposition residing in the proposed

district vote in favor of the proposition and a majority of the persons voting on
the proposition residing within the regional transit authority vote in favor of the
proposition.

Sec. 3. RCW 81.112.030 and 2006 ¢ 311 s 12 are each amended to read as
follows:

Two or more contiguous counties each having a population of four hundred
thousand persons or more may establish a regional transit authority to develop
and operate a high capacity transportation system as defined in chapter 81.104
RCW.

The authority shall be formed in the following manner:

(1) The joint regional policy committee created pursuant to RCW
81.104.040 shall adopt a system and financing plan, including the definition of
the service area. This action shall be completed by September 1, 1992,
contingent upon satisfactory completion of the planning process defined in RCW
81.104.100. The final system plan shall be adopted no later than June 30, 1993.
In addition to the requirements of RCW 81.104.100, the plan for the proposed
system shall provide explicitly for a minimum portion of new tax revenues to be
allocated to local transit agencies for interim express services. Upon adoption
the joint regional policy committee shall immediately transmit the plan to the
county legislative authorities within the adopted service area.

(2) The legislative authorities of the counties within the service area shall
decide by resolution whether to participate in the authority. This action shall be
completed within forty-five days following receipt of the adopted plan or by
August 13, 1993, whichever comes first.

(3) Each county that chooses to participate in the authority shall appoint its
board members as set forth in RCW 81.112.040 and shall submit its list of
members to the secretary of the Washington state department of transportation.
These actions must be completed within thirty days following each county's
decision to participate in the authority.
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(4) The secretary shall call the first meeting of the authority, to be held
within thirty days following receipt of the appointments. At its first meeting, the
authority shall elect officers and provide for the adoption of rules and other
operating procedures.

(5) The authority is formally constituted at its first meeting and the board
shall begin taking steps toward implementation of the system and financing plan
adopted by the joint regional policy committee. If the joint regional policy
committee fails to adopt a plan by June 30, 1993, the authority shall proceed to
do so based on the work completed by that date by the joint regional policy
committee. Upon formation of the authority, the joint regional policy committee
shall cease to exist. The authority may make minor modifications to the plan as
deemed necessary and shall at a minimum review local transit agencies' plans to
ensure feeder service/high capacity transit service integration, ensure fare
integration, and ensure avoidance of parallel competitive services. The authority
shall also conduct a minimum thirty-day public comment period.

(6) If the authority determines that major modifications to the plan are
necessary before the initial ballot proposition is submitted to the voters, the
authority may make those modifications with a favorable vote of two-thirds of
the entire membership. Any such modification shall be subject to the review
process set forth in RCW 81.104.110. The modified plan shall be transmitted to
the legislative authorities of the participating counties. The legislative
authorities shall have forty-five days following receipt to act by motion or
ordinance to confirm or rescind their continued participation in the authority.

(7) If any county opts to not participate in the authority, but two or more
contiguous counties do choose to continue to participate, the authority's board
shall be revised accordingly. The authority shall, within forty-five days, redefine
the system and financing plan to reflect elimination of one or more counties, and
submit the redefined plan to the legislative authorities of the remaining counties
for their decision as to whether to continue to participate. This action shall be
completed within forty-five days following receipt of the redefined plan.

(8) The authority shall place on the ballot within two years of the authority's
formation, a single ballot proposition to authorize the imposition of taxes to
support the implementation of an appropriate phase of the plan within its service
area. In addition to the system plan requirements contained in RCW
81.104.100(2)(d), the system plan approved by the authority's board before the
submittal of a proposition to the voters shall contain an equity element which:

(a) Identifies revenues anticipated to be generated by corridor and by county
within the authority's boundaries;

(b) Identifies the phasing of construction and operation of high capacity
system facilities, services, and benefits in each corridor. Phasing decisions
should give priority to jurisdictions which have adopted transit-supportive land
use plans; and

(c) Identifies the degree to which revenues generated within each county
will benefit the residents of that county, and identifies when such benefits will
accrue.

A simple majority of those voting within the boundaries of the authority is
required for approval. If the vote is affirmative, the authority shall begin
implementation of the projects identified in the proposition. However, the
authority may not submit any authorizing proposition for voter-approved taxes
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prior to July 1, 1993; nor may the authority issue bonds or form any local
improvement district prior to July 1, 1993.

(9) If the vote on a proposition fails, the board may redefine the proposition,
make changes to the authority boundaries, and make corresponding changes to
the composition of the board. If the composition of the board is changed, the
participating counties shall revise the membership of the board accordingly. The
board may then submit the revised proposition or a different proposition to the
voters. No single proposition may be submitted to the voters more than twice.
Beginning no sooner than the 2007 general election, the authority may place
additional propositions on the ballot to impose taxes to support additional phases
of plan implementation.

(10) ((In-eonjunetion-with REW-36-120:070;)) At the 2007 general election,
the authority shall submit a proposition to support a system and financing plan or
add1t10na1 1mplementat10n phases of the authorltys system and ﬁnancmg plan

pl-a-n)) part of a s1ngle ballot proposmon that 1nc1udes a plan to support
regional transportation investment plan developed under chapter 36.120 RCW.

The authority's plan shall not be considered approved unless both a majority of
the persons voting on the proposition residing within the authority vote in favor

of the proposition and a majority of the persons voting on the proposition
residing within the proposed regional transportation investment district vote in
favor of the proposition.

(11) Additional phases of plan implementation may include a transportation
subarea equity element which (a) identifies the combined authority and regional
transportation investment district revenues anticipated to be generated by
corridor and by county within the authority's boundaries, and (b) identifies the
degree to which the combined authority and regional transportation investment
district revenues generated within each county will benefit the residents of that
county, and identifies when such benefits will accrue. For purposes of the
transportation subarea equity principle established under this subsection, the
authority may use the five subareas within the authority's boundaries as
identified in the authority's system plan adopted in May 1996.

(12) If the authority is unable to achieve a positive vote on a proposition
within two years from the date of the first election on a proposition, the board
may, by resolution, reconstitute the authority as a single-county body. With a
two-thirds vote of the entire membership of the voting members, the board may
also dissolve the authority.

NEW SECTION. Sec. 4. A new section is added to chapter 29A.36 RCW
to read as follows:

The election on the single ballot proposition described in RCW 36.120.070
and 81.112.030(10) must be conducted by the auditor of each component county
in accordance with the general election laws of the state, except as provided in
this section. Notice of the election must be published in one or more newspapers
of general circulation in each component county in the manner provided in the
general election laws. The single joint ballot proposition required under RCW
36.120.070 and 81.112.030(10) must be in substantially the following form:
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"REGIONAL TRANSPORTATION INVESTMENT DISTRICT (RTID)
AND
REGIONAL TRANSIT AUTHORITY (RTA)
PROPOSITION #1
REGIONAL ROADS AND TRANSIT SYSTEM

To reduce transportation congestion, increase road capacity, promote
safety, facilitate mobility, provide for an integrated regional
transportation system, and improve the health, welfare, and safety of the
citizens of Washington, shall a regional transit authority (RTA)
implement a regional rail and transit system to link [insert geographic
references] as described in [insert plan name], financed by [insert taxes]
imposed by RTA, all as provided in Resolution No. [insert number]; and
shall a regional transportation investment district (RTID) be formed and
authorized to implement and invest in improving the regional
transportation system by replacing vulnerable bridges, improving
safety, and increasing capacity on state and local roads to further link
major education, employment, and retail centers described in [insert
plan name] financed by [insert taxes] imposed by RTID, all as provided
in Resolution No. [insert number]; further provided that the RTA taxes
shall be imposed only within the boundaries of the RTA, and the RTID
taxes shall be imposed only within the boundaries of the RTID?

NEW SECTION. Sec. 5. Any legal challenges as to the constitutionality of
this act must be filed in superior court along with any supporting legal and
factual authority within twenty calendar days of the effective date of this act.
Notice of a challenge along with any supporting legal and factual authority must
be served upon the secretary of state, the attorney general, the district, and the
authority. Upon the filing of a challenge, the state, district, and authority have
ten calendar days to file any response to the challenge along with any supporting
legal and factual authority. The court shall accord priority to hearing the matter
and shall, within five calendar days of the filing of the response to the challenge,
render its decision and file with the secretary of state a copy of its decision. The
decision of the superior court constitutes a final judgment. Any appeal must be
filed in the supreme court within ten calendar days after the date of the superior
court decision. The supreme court shall issue its ruling on the appeal within
thirty days of receipt by the court.

NEW SECTION. Sec. 6. 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. 7. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and takes effect immediately.
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Passed by the House February 28, 2007.

Passed by the Senate April 17, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 510
[House Bill 1820]
MEDIUM-SPEED ELECTRIC VEHICLES
AN ACT Relating to reducing air pollution through the licensing and use of medium-speed
electric vehicles; amending RCW 46.61.688; reenacting and amending RCW 46.04.320 and

46.61.687; adding a new section to chapter 46.04 RCW; adding a new section to chapter 46.61 RCW;
prescribing penalties; and providing an effective date.

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

Sec. 1. RCW 46.04.320 and 2003 ¢ 353 s 1 and 2003 ¢ 141 s 2 are each
reenacted and amended to read as follows:

"Motor vehicle" means every vehicle that is self-propelled and every
vehicle that is propelled by electric power obtained from overhead trolley wires,
but not operated upon rails. "Motor vehicle" includes a neighborhood electric
vehicle as defined in RCW 46.04.357. "Motor vehicle" includes a medium-
speed electric vehicle as defined in section 2 of this act. An electric personal
assistive mobility device is not considered a motor vehicle. A power wheelchair
is not considered a motor vehicle.

NEW SECTION. Sec. 2. A new section is added to chapter 46.04 RCW to
read as follows:

"Medium-speed electric vehicle" means a self-propelled, electrically
powered four-wheeled motor vehicle, equipped with a roll cage or crush-proof
body design, whose speed attainable in one mile is more than thirty miles per
hour but not more than thirty-five miles per hour and otherwise meets or exceeds
the federal regulations set forth in 49 C.F.R. Sec. 571.500.

NEW SECTION. Sec. 3. A new section is added to chapter 46.61 RCW to
read as follows:

(1) Except as provided in subsection (3) of this section, a person may
operate a medium-speed electric vehicle upon a highway of this state having a
speed limit of thirty-five miles per hour or less if:

(a) The person does not operate a medium-speed electric vehicle upon state
highways that are listed in chapter 47.17 RCW;

(b) The person does not operate a medium-speed electric vehicle upon a
highway of this state without first having obtained and having in full force and
effect a current and proper vehicle license and display vehicle license number
plates in compliance with chapter 46.16 RCW;

(c) The person does not operate a medium-speed electric vehicle upon a
highway of this state without first obtaining a valid driver's license issued to
Washington residents in compliance with chapter 46.20 RCW;

(d) The person does not operate a medium-speed electric vehicle subject to
registration under chapter 46.16 RCW on a highway of this state unless the
person is insured under a motor vehicle liability policy in compliance with
chapter 46.30 RCW; and
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(e) The person operating a medium-speed electric vehicle does not cross a
roadway with a speed limit in excess of thirty-five miles per hour, unless the
crossing begins and ends on a roadway with a speed limit of thirty-five miles per
hour or less and occurs at an intersection of approximately ninety degrees,
except that the operator of a medium-speed electric vehicle must not cross an
uncontrolled intersection of streets and highways that are part of the state
highway system subject to Title 47 RCW unless that intersection has been
authorized by local authorities under subsection (3) of this section.

(2) Any person who violates this section commits a traffic infraction.

(3) This section does not prevent local authorities, with respect to streets and
highways under their jurisdiction and within the reasonable exercise of their
police power, from regulating the operation of medium-speed electric vehicles
on streets and highways under their jurisdiction by resolution or ordinance of the
governing body, if the regulation is consistent with this title, except that:

(a) Local authorities may not authorize the operation of medium-speed
electric vehicles on streets and highways that are part of the state highway
system subject to Title 47 RCW;

(b) Local authorities may not prohibit the operation of medium-speed
electric vehicles upon highways of this state having a speed limit of thirty-five
miles per hour or less; and

(¢) Local authorities may not establish requirements for the registration and
licensing of medium-speed electric vehicles.

Sec. 4. RCW 46.61.687 and 2005 ¢ 415 s 1 and 2005 ¢ 132 s 1 are each
reenacted and amended to read as follows:

(1) Whenever a child who is less than sixteen years of age is being
transported in a motor vehicle that is in operation and that is required by RCW
46.37.510 to be equipped with a safety belt system in a passenger seating
position, or is being transported in a neighborhood electric vehicle or medium-
speed electric vehicle that is in operation, the driver of the vehicle shall keep the
child properly restrained as follows:

(a) A child must be restrained in a child restraint system, if the passenger
seating position equipped with a safety belt system allows sufficient space for
installation, until the child is eight years old, unless the child is four feet nine
inches or taller. The child restraint system must comply with standards of the
United States department of transportation and must be secured in the vehicle in
accordance with instructions of the vehicle manufacturer and the child restraint
system manufacturer.

(b) A child who is eight years of age or older or four feet nine inches or
taller shall be properly restrained with the motor vehicle's safety belt properly
adjusted and fastened around the child's body or an appropriately fitting child
restraint system.

(c) The driver of a vehicle transporting a child who is under thirteen years
old shall transport the child in the back seat positions in the vehicle where it is
practical to do so.

(2) Enforcement of subsection (1) of this section is subject to a visual
inspection by law enforcement to determine if the child restraint system in use is
appropriate for the child's individual height, weight, and age. The visual
inspection for usage of a child restraint system must ensure that the child
restraint system is being used in accordance with the instruction of the vehicle
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and the child restraint system manufacturers. The driver of a vehicle
transporting a child who is under thirteen years old shall transport the child in
the back seat positions in the vehicle where it is practical to do so.

(3) A person violating subsection (1) of this section may be issued a notice
of traffic infraction under chapter 46.63 RCW. If the person to whom the notice
was issued presents proof of acquisition of an approved child passenger restraint
system or a child booster seat, as appropriate, within seven days to the
jurisdiction issuing the notice and the person has not previously had a violation
of this section dismissed, the jurisdiction shall dismiss the notice of traffic
infraction.

(4) Failure to comply with the requirements of this section shall not
constitute negligence by a parent or legal guardian. Failure to use a child
restraint system shall not be admissible as evidence of negligence in any civil
action.

(5) This section does not apply to: (a) For hire vehicles, (b) vehicles
designed to transport sixteen or less passengers, including the driver, operated by
auto transportation companies, as defined in RCW 81.68.010, (c) vehicles
providing customer shuttle service between parking, convention, and hotel
facilities, and airport terminals, and (d) school buses.

(6) As used in this section, "child restraint system" means a child passenger
restraint system that meets the Federal Motor Vehicle Safety Standards set forth
in 49 C.F.R. 571.213.

(7) The requirements of subsection (1) of this section do not apply in any
seating position where there is only a lap belt available and the child weighs
more than forty pounds.

(8)(a) Except as provided in (b) of this subsection, a person who has a
current national certification as a child passenger safety technician and who in
good faith provides inspection, adjustment, or educational services regarding
child passenger restraint systems is not liable for civil damages resulting from
any act or omission in providing the services, other than acts or omissions
constituting gross negligence or willful or wanton misconduct.

(b) The immunity provided in this subsection does not apply to a certified
child passenger safety technician who is employed by a retailer of child
passenger restraint systems and who, during his or her hours of employment and
while being compensated, provides inspection, adjustment, or educational
services regarding child passenger restraint systems.

Sec. 5. RCW 46.61.688 and 2003 ¢ 353 s 4 are each amended to read as
follows:

(1) For the purposes of this section, the term "motor vehicle" includes:

(a) "Buses," meaning motor vehicles with motive power, except trailers,
designed to carry more than ten passengers;

(b) "Multipurpose passenger vehicles," meaning motor vehicles with motive
power, except trailers, designed to carry ten persons or less that are constructed
either on a truck chassis or with special features for occasional off-road
operation;

(c) "Neighborhood electric vehicle," meaning a self-propelled, electrically
powered four-wheeled motor vehicle whose speed attainable in one mile is more
than twenty miles per hour and not more than twenty-five miles per hour and
conforms to federal regulations under ((Fitle)) 49 C.F.R. ((Past)) Sec. 571.500;
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(d) "Medium-speed electric vehicle" meaning a self-propelled, electrically
powered four-wheeled motor vehicle, equipped with a roll cage or crush-proof

body design, whose speed attainable in one mile is more than thirty miles per
hour but not more than thirty-five miles per hour and otherwise meets or exceeds
the federal regulations set forth in 49 C.F.R. Sec. 571.500;

(e) "Passenger cars," meaning motor vehicles with motive power, except
multipurpose passenger vehicles, motorcycles, or trailers, designed for carrying
ten passengers or less; and

((€e))) (f) "Trucks," meaning motor vehicles with motive power, except
trailers, designed primarily for the transportation of property.

(2) This section only applies to motor vehicles that meet the manual seat
belt safety standards as set forth in federal motor vehicle safety standard 208 and
to neighborhood electric vehicles and medium-speed electric vehicles. This
section does not apply to a vehicle occupant for whom no safety belt is available
when all designated seating positions as required by federal motor vehicle safety
standard 208 are occupied.

(3) Every person sixteen years of age or older operating or riding in a motor
vehicle shall wear the safety belt assembly in a properly adjusted and securely
fastened manner.

(4) No person may operate a motor vehicle unless all child passengers under
the age of sixteen years are either: (a) Wearing a safety belt assembly or (b) are
securely fastened into an approved child restraint device.

(5) A person violating this section shall be issued a notice of traffic
infraction under chapter 46.63 RCW. A finding that a person has committed a
traffic infraction under this section shall be contained in the driver's abstract but
shall not be available to insurance companies or employers.

(6) Failure to comply with the requirements of this section does not
constitute negligence, nor may failure to wear a safety belt assembly be
admissible as evidence of negligence in any civil action.

(7) This section does not apply to an operator or passenger who possesses
written verification from a licensed physician that the operator or passenger is
unable to wear a safety belt for physical or medical reasons.

(8) The state patrol may adopt rules exempting operators or occupants of
farm vehicles, construction equipment, and vehicles that are required to make
frequent stops from the requirement of wearing safety belts.

NEW SECTION. Sec. 6. This act takes effect August 1, 2007.

Passed by the House March 7, 2007.

Passed by the Senate April 13, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 511
[House Bill 2004]
REGIONAL TRANSPORTATION PLANNING ORGANIZATIONS

AN ACT Relating to providing comprehensive membership of significant jurisdictions on the
executive board of regional transportation planning organizations; and amending RCW 47.80.060.

Be it enacted by the Legislature of the State of Washington:
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Sec. 1. RCW 47.80.060 and 2005 ¢ 334 s 1 are each amended to read as
follows:

In order to qualify for state planning funds available to regional
transportation planning organizations, the regional transportation planning
organizations containing any county with a population in excess of one million
shall provide voting membership on its executive board to the state
transportation commission, the state department of transportation, ((and)) the
four largest public port districts within the region as determined by gross
operating revenues, any incorporated principal city of a metropolitan statistical
area within the region, as designated by the United States census bureau, and any
incorporated city within the region with a population in excess of eighty
thousand. It shall further assure that at least fifty percent of the county and city
local elected officials who serve on the executive board also serve on transit
agency boards or on a regional transit authority.

Passed by the House April 17, 2007.

Passed by the Senate April 11, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 512
[Engrossed Substitute House Bill 2358]
STATE FERRIES
AN ACT Relating to state ferries; amending RCW 47.06.140, 47.60.290, and 47.60.330;

adding new sections to chapter 47.60 RCW; creating a new section; repealing RCW 47.60.150 and
47.60.326; and providing an expiration date.

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

NEW SECTION. Sec. 1. The legislature finds from the 2006 Washington
state ferries financing study that the state has limited information on state ferry
users and markets. Accurate user and market information is vital in order to find
ways to maximize the ferry systems' current capacity and to make the most
efficient use of citizens' tax dollars. Therefore, it is the intent of the legislature
that Washington state ferries be given the tools necessary to maximize the
utilization of existing capacity and to make the most efficient use of existing
assets and tax dollars. Furthermore, it is the intent of the legislature that the
department of transportation adopt adaptive management practices in its
operating and capital programs so as to keep the costs of the Washington state
ferries system as low as possible while continuously improving the quality and
timeliness of service.

Sec. 2. RCW 47.06.140 and 1998 ¢ 171 s 7 are each amended to read as
follows:

(1) The legislature declares the following transportation facilities and
services to be of statewide significance: The interstate highway system,
interregional state principal arterials including ferry connections that serve
statewide travel, intercity passenger rail services, intercity high-speed ground
transportation, major passenger intermodal terminals excluding all airport
facilities and services, the freight railroad system, the Columbia/Snake navigable
river system, marine port facilities and services that are related solely to marine
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activities affecting international and interstate trade, and high-capacity
transportation systems serving regions as defined in RCW 81.104.015. The
department, in cooperation with regional transportation planning organizations,
counties, cities, transit agencies, public ports, private railroad operators, and
private transportation providers, as appropriate, shall plan for improvements to
transportation facilities and services of statewide significance in the statewide
multimodal plan. Improvements to facilities and services of statewide
significance identified in the statewide multimodal plan are essential state public
facilities under RCW 36.70A.200.

(2) The department of transportation, in consultation with local
governments, shall set level of service standards for state highways and state
ferry routes of statewide significance. Although the department shall consult
with local governments when setting level of service standards, the department
retains authority to make final decisions regarding level of service standards for
state highways and state ferry routes of statewide significance. In establishing
level of service standards for state highways and state ferry routes of statewide
significance, the department shall consider the necessary balance between
providing for the free interjurisdictional movement of people and goods and the
needs of local communities using these facilities. When setting the level of
service standards under this section for state ferry routes, the department may
allow for a standard that is adjustable for seasonality.

NEW SECTION. Sec. 3. A new section is added to chapter 47.60 RCW to
read as follows:

The definitions in this section apply throughout this chapter unless the
context clearly requires otherwise.

(1) "Adaptive management" means a systematic process for continually
improving management policies and practices by learning from the outcomes of
operational programs.

(2) "Capital plan" means the state ferry system plan developed by the
department as described in RCW 47.06.050(2) and adopted by the commission.

(3) "Capital project" has the same meaning as used in budget instructions
developed by the office of financial management.

(4) "Commission" means the transportation commission created in RCW
47.01.051.

(5) "Improvement project" has the same meaning as in the budget
instructions developed by the office of financial management. If the budget
instructions do not define improvement project, then it has the same meaning as
"program project" in the budget instructions. If a project meets both the
improvement project and preservation project definitions in this section it must
be defined as an improvement project. New vessel acquisitions must be defined
as improvement projects.

(6) "Life-cycle cost model" means that portion of a capital asset inventory
system which, among other things, is used to estimate future preservation needs.

(7) "Maintenance cost" has the same meaning as used in budget instructions
developed by the office of financial management.

(8) "Preservation project" has the same meaning as used in budget
instructions developed by the office of financial management.

(9) "Route" means all ferry sailings from one location to another, such as the
Seattle to Bainbridge route or the Port Townsend to Keystone route.
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(10) "Sailing" means an individual ferry sailing for a specific route, such as
the 5:00 p.m. sailing from Seattle to Bremerton.

(11) "Travel shed" means one or more ferry routes with distinct
characteristics as determined by the department.

NEW SECTION. Sec. 4. A new section is added to chapter 47.60 RCW to
read as follows:

(1) The commission shall, with the involvement of the department, conduct
a survey to gather data on ferry users to help inform level of service, operational,
pricing, planning, and investment decisions. The survey must include, but is not
limited to:

(a) Recreational use;

(b) Walk-on customer use;

(c¢) Vehicle customer use;

(d) Freight and goods movement demand; and

(e) Reactions to potential operational strategies and pricing policies
described under section 7 of this act and RCW 47.60.290.

(2) The commission shall develop the survey after providing an opportunity
for ferry advisory committees to offer input.

(3) The survey must be updated at least every two years and maintained to
support the development and implementation of adaptive management of ferry
services.

Sec. 5. RCW 47.60.290 and 1983 ¢ 3 s 136 are each amended to read as
follows:

((Subjeet—to—theprovistons—of REW47603265)) (1) The department (Gs
. .

)) shall annually review ((
as)) fares and pricing DOhCIes apphcable to the operatlon of the Washmgton state

femes ((

st-&te—feﬂ-tes))
(2) Beginning in 2008, the department shall develop fare and pricing policy

proposals that must:

(a) Recognize that each travel shed is unique, and might not have the same

farebox recovery rate and the same pricing policies;
(b) Use data from the current survey conducted under section 4 of this act;

(¢) Be developed with input from affected ferry users by public hearing and
by review with the affected ferry advisory committees, in addition to the data
gathered from the survey conducted in section 4 of this act:

(d) Generate the amount of revenue required by the biennial transportation
budget;

(e) Consider the impacts on users, capacity, and local communities; and
(f) Keep fare schedules as simple as possible.

3) While developing fare and pricing policy proposals, the department must
consider the following:

(a) Options for using pricing to level vehicle peak demand; and

(b) Options for using pricing to increase off-peak ridership.
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NEW SECTION. Sec. 6. A new section is added to chapter 47.60 RCW to
read as follows:

(1) The commission shall adopt fares and pricing policies by rule, under
chapter 34.05 RCW, according to the following schedule:

(a) Each year the department shall provide the commission a report of its
review of fares and pricing policies, with recommendations for the revision of
fares and pricing policies for the ensuing year;

(b) By September 1st of each year, beginning in 2008, the commission shall
adopt by rule fares and pricing policies for the ensuing year.

(2) The commission may adopt by rule fares that are effective for more or
less than one year for the purposes of transitioning to the fare schedule in
subsection (1) of this section.

(3) The commission may increase ferry fares included in the schedule of
charges adopted under this section by a percentage that exceeds the fiscal growth
factor.

(4) The chief executive officer of the ferry system may authorize the use of
promotional, discounted, and special event fares to the general public and
commercial enterprises for the purpose of maximizing capacity use and the
revenues collected by the ferry system. The department shall report to the
commission a summary of the promotional, discounted, and special event fares
offered during each fiscal year and the financial results from these activities.

(5) Fare revenues and other revenues deposited in the Puget Sound ferry
operations account created in RCW 47.60.530 may not be used to support the
Puget Sound capital construction account created in RCW 47.60.505, unless the
support for capital is separately identified in the fare.

(6) The commission may not raise fares until the fare rules contain pricing
policies developed under section 5 of this act, or September 1, 2009, whichever
is later.

NEW SECTION. Sec. 7. A new section is added to chapter 47.60 RCW to
read as follows:

(1) The department shall develop, and the commission shall review,
operational strategies to ensure that existing assets are fully utilized and to guide
future investment decisions. These operational strategies must, at a minimum:

(a) Recognize that each travel shed is unique and might not have the same
operational strategies;

(b) Use data from the current survey conducted under section 4 of this act;

(c) Be consistent with vehicle level of service standards;

(d) Choose the most efficient balance of capital and operating investments
by using a life-cycle cost analysis; and

(e) Use methods of collecting fares that maximize efficiency and achieve
revenue management control.

(2) After the commission reviews recommendations by the department, the
commission and department shall make joint recommendations to the legislature
for the improvement of operational strategies.

(3) In developing operational strategies, the following, at a minimum, must
be considered:

(a) The feasibility of using reservation systems;

(b) Methods of shifting vehicular traffic to other modes of transportation;
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(c) Methods of improving on-dock operations to maximize efficiency and
minimize operating and capital costs;

(d) A cost-benefit analysis of remote holding versus over-water holding;

(e) Methods of reorganizing holding areas and minimizing on-dock
employee parking to maximize the dock size available for customer vehicles;

() Schedule modifications;

(g) Efficiencies in exit queuing and metering;

(h) Interoperability with other transportation services;

(i) Options for leveling vehicle peak demand; and

(j) Options for increasing off-peak ridership.

(4) Operational strategies must be reevaluated periodically and, at a
minimum, before developing a new capital plan.

Sec. 8. RCW 47.60.330 and 2003 ¢ 374 s 5 are each amended to read as
follows:

(1) Before a substantial change to the service levels provided to ferry users,
the department shall consult with affected ferry users by public hearing and by
review with the affected ferry advisory committees.

(2) Before ((a—substantial-expansion-er-eurtathmentin—thelevel-of serviee
provided-te ptsers-or-arevistont-the-sehedule-of ferrytols-or—charges))
adding or eliminating a ferry route, the department ((ef-transpertatien)) shall
consult with affected ferry users and receive legislative approval. ((Fhe
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NEW SECTION. Sec. 9. A new section is added to chapter 47.60 RCW to
read as follows:

(1) Appropriations made for the Washington state ferries capital program
may not be used for maintenance costs.

(2) Appropriations made for preservation projects shall be spent only on
preservation and only when warranted by asset condition, and shall not be spent
on master plans, right-of-way acquisition, or other nonpreservation items.

(3) Systemwide and administrative capital program costs shall be allocated
to specific capital projects using a cost allocation plan developed by the
department. Systemwide and administrative capital program costs shall be
identifiable.

NEW SECTION. Sec. 10. A new section is added to chapter 47.60 RCW to
read as follows:

(1) The department shall maintain a life-cycle cost model on capital assets
such that:

(a) Available industry standards are used for estimating the life of an asset,
and department-adopted standard life cycles derived from the experience of
similar public and private entities are used when industry standards are not
available;

(b) Standard estimated life is adjusted for asset condition when inspections
are made;

(c) It does not include utilities or other systems that are not replaced on a
standard life cycle; and

(d) It does not include assets not yet built.

(2) All assets in the life-cycle cost model must be inspected and updated in
the life-cycle cost model for asset condition at least every three years.

(3) The life-cycle cost model shall be used when estimating future system
preservation needs.

NEW SECTION. Sec. 11. A new section is added to chapter 47.60 RCW to
read as follows:

(1) Preservation funding requests shall only be for assets in the life-cycle
cost model.

(2) Preservation funding requests that exceed five million dollars per project
must be accompanied by a predesign study. The predesign study must include
all elements required by the office of financial management.

NEW SECTION. Sec. 12. A new section is added to chapter 47.60 RCW to
read as follows:

The department shall develop terminal design standards that:

(1) Adhere to vehicle level of service standards as described in RCW
47.06.140;

(2) Adhere to operational strategies as described in section 7 of this act; and

(3) Choose the most efficient balance between capital and operating
investments by using a life-cycle cost analysis.

NEW SECTION. Sec. 13. A new section is added to chapter 47.60 RCW to
read as follows:

The capital plan must adhere to the following:

(1) A current ridership demand forecast;

(2) Vehicle level of service standards as described in RCW 47.06.140;
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(3) Operational strategies as described in section 7 of this act; and
(4) Terminal design standards as described in section 12 of this act.

NEW SECTION. Sec. 14. A new section is added to chapter 47.60 RCW to
read as follows:

(1) Terminal improvement project funding requests must adhere to the
capital plan.

(2) Requests for terminal improvement design and construction funding
must be submitted with a predesign study that:

(a) Includes all elements required by the office of financial management;

(b) Separately identifies basic terminal elements essential for operation and
their costs;

(¢) Separately identifies additional elements to provide ancillary revenue
and customer comfort and their costs;

(d) Includes construction phasing options that are consistent with forecasted
ridership increases;

(e) Separately identifies additional elements requested by local governments
and the cost and proposed funding source of those elements;

(f) Separately identifies multimodal elements and the cost and proposed
funding source of those elements; and

(g) Identifies all contingency amounts.

NEW SECTION. Sec. 15. A new section is added to chapter 47.60 RCW to
read as follows:

(1) The joint legislative audit and review committee shall assess and report
as follows:

(a) Audit the implementation of the cost allocation methodology evaluated
under chapter . . . (Engrossed Substitute House Bill No. 1094), Laws of 2007, as
it exists on the effective date of this section, assessing whether actual costs are
allocated consistently with the methodology, whether there are sufficient internal
controls to ensure proper allocation, and the adequacy of staff training; and

(b) Review the assignment of preservation costs and improvement costs for
fiscal year 2009 to determine whether:

(1) The costs are capital costs;

(ii) The costs meet the statutory requirements for preservation activities and
for improvement activities; and

(iii) Improvement costs are within the scope of legislative appropriations.

(2) The report on the evaluations in this section is due by January 31, 2010.

(3) This section expires December 31, 2010.

NEW SECTION. Sec. 16. The following acts or parts of acts are each
repealed:

(1) RCW 47.60.150 (Fixing of charges—Deposit of revenues) and 2003 ¢
37453,1999 ¢ 94 526, & 1990 ¢ 42 s 405; and

(2) RCW 47.60.326 (Schedule of charges for state ferries—Review by
department, factors considered—Rule making by commission) and 2005 ¢ 270 s
1,2003 ¢ 374 54,2001 1stsp.s.c 1 s 1, 1999 ¢ 94 s 27, 1990 ¢ 42 s 406, 1983 ¢
15s25,& 1981 c 344 s 5.

Passed by the House April 20, 2007.
Passed by the Senate April 20, 2007.
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Approved by the Governor May 15, 2007.
Filed in Office of Secretary of State May 16, 2007.

CHAPTER 513
[Substitute Senate Bill 5085]
TRANSPORTATION ACCOUNTS—EARNINGS
AN ACT Relating to increasing the proportionate share of earnings from surplus balance

investments that are deposited in transportation-related accounts; reenacting and amending RCW
43.84.092; and providing an effective date.

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

Sec. 1. RCW 43.84.092 and 2006 ¢ 337 s 11, 2006 ¢ 311 s 23, 2006 ¢ 171
s 10,2006 ¢ 56 s 10, and 2006 ¢ 6 s 8 are each reenacted and amended to read as
follows:

(1) All earnings of investments of surplus balances in the state treasury shall
be deposited to the treasury income account, which account is hereby established
in the state treasury.

(2) The treasury income account shall be utilized to pay or receive funds
associated with federal programs as required by the federal cash management
improvement act of 1990. The treasury income account is subject in all respects
to chapter 43.88 RCW, but no appropriation is required for refunds or allocations
of interest earnings required by the cash management improvement act. Refunds
of interest to the federal treasury required under the cash management
improvement act fall under RCW 43.88.180 and shall not require appropriation.
The office of financial management shall determine the amounts due to or from
the federal government pursuant to the cash management improvement act. The
office of financial management may direct transfers of funds between accounts
as deemed necessary to implement the provisions of the cash management
improvement act, and this subsection. Refunds or allocations shall occur prior to
the distributions of earnings set forth in subsection (4) of this section.

(3) Except for the provisions of RCW 43.84.160, the treasury income
account may be utilized for the payment of purchased banking services on behalf
of treasury funds including, but not limited to, depository, safekeeping, and
disbursement functions for the state treasury and affected state agencies. The
treasury income account is subject in all respects to chapter 43.88 RCW, but no
appropriation is required for payments to financial institutions. Payments shall
occur prior to distribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings credited to the
treasury income account. The state treasurer shall credit the general fund with
all the earnings credited to the treasury income account except:

(((®))) The following accounts and funds shall receive their proportionate
share of earnings based upon each account's and fund's average daily balance for
the period: The aeronautics account, the aircraft search and rescue account, the
capitol building construction account, the Cedar River channel construction and
operation account, the Central Washington University capital projects account,
the charitable, educational, penal and reformatory institutions account, the
Columbia river basin water supply development account, the common school
construction fund, the county arterial preservation account, the county criminal
justice assistance account, the county sales and use tax equalization account, the
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data processing building construction account, the deferred compensation
administrative account, the deferred compensation principal account, the
department of licensing services account, the department of retirement systems
expense account, the developmental disabilities community trust account, the
drinking water assistance account, the drinking water assistance administrative
account, the drinking water assistance repayment account, the Eastern
Washington University capital projects account, the education construction fund,
the education legacy trust account, the election account, the emergency reserve
fund, the energy freedom account, the essential rail assistance account, The
Evergreen State College capital projects account, the federal forest revolving
account, the ferry bond retirement fund. the freight mobility investment account,
the freight mobility multimodal account, the grade crossing protective fund, the
health services account, the public health services account, the health system
capacity account, the personal health services account, the high capacity
transportation account, the state higher education construction account, the
higher education construction account, the highway bond retirement fund, the
highway infrastructure account, the highway safety account, the high-occupancy
toll lanes operations account, the industrial insurance premium refund account,
the judges' retirement account, the judicial retirement administrative account, the
judicial retirement principal account, the local leasehold excise tax account, the
local real estate excise tax account, the local sales and use tax account, the
medical aid account, the mobile home park relocation fund, the motor vehicle
fund, the motorcycle safety education account, the multimodal transportation
account, the municipal criminal justice assistance account, the municipal sales
and use tax equalization account, the natural resources deposit account, the
oyster reserve land account, the pension funding stabilization account, the
perpetual surveillance and maintenance account, the pilotage account, the public
employees' retirement system plan 1 account, the public employees' retirement
system combined plan 2 and plan 3 account, the public facilities construction
loan revolving account beginning July 1, 2004, the public health supplemental
account, the public transportation systems account, the public works assistance
account, the Puget Sound capital construction account, the Puget Sound ferry
operations account, the Puyallup tribal settlement account, the real estate
appraiser commission account, the recreational vehicle account, the regional
mobility grant program account, the resource management cost account, the
rural arterial trust account, the rural Washington loan fund, the safety and
education account, the site closure account, the small city pavement and
sidewalk account, the special category C account, the special wildlife account,
the state employees' insurance account, the state employees' insurance reserve
account, the state investment board expense account, the state investment board
commingled trust fund accounts, the state patrol highway account, the
supplemental pension account, the Tacoma Narrows toll bridge account, the
teachers' retirement system plan 1 account, the teachers' retirement system
combined plan 2 and plan 3 account, the tobacco prevention and control account,
the tobacco settlement account, the transportation 2003 account (nickel account),
the transportation equipment fund, the transportation fund, the transportation
improvement account, the transportation improvement board bond retirement
account, the transportation infrastructure account, the transportation partnership
account, the tuition recovery trust fund, the University of Washington bond
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retirement fund, the University of Washington building account, the urban
arterial trust account the volunteer fire fighters' and reserve officers' relief and
pension principal fund, the volunteer fire fighters' and reserve officers'
administrative fund, the Washington fruit express account, the Washington
judicial retirement system account, the Washington law enforcement officers'
and fire fighters' system plan 1 retirement account, the Washington law
enforcement officers' and fire fighters' system plan 2 retirement account, the
Washington public safety employees' plan 2 retirement account, the Washington
school employees' retirement system combined plan 2 and 3 account, the
Washington state health insurance pool account, the Washington state patrol
retirement account, the Washington State University building account, the
Washington State University bond retirement fund, the water pollution control
revolving fund, and the Western Washington University capital projects account.
Earnings derived from investing balances of the agricultural permanent fund, the
normal school permanent fund, the permanent common school fund, the
scientific permanent fund, and the state university permanent fund shall be
allocated to their respective beneficiary accounts. All earnings to be distributed
under this subsection (4)(a) shall first be reduced by the allocation to the state
treasurer's service fund pursuant to RCW 43.08.190.

(oY Thetfolowingaccountsand fund

(5) In conformance with Article II, section 37 of the state Constitution, no
treasury accounts or funds shall be allocated earnings without the specific
affirmative directive of this section.

NEW SECTION. Sec. 2. This act takes effect July 1, 2009.

Passed by the Senate April 20, 2007.

Passed by the House April 19, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.
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CHAPTER 514
[Substitute Senate Bill 5207]
FREIGHT CORRIDORS—FREIGHT CONGESTION RELIEF ACCOUNT

AN ACT Relating to a study to evaluate the imposition of a fee on the processing of shipping
containers, port-related user fees, and other funding mechanisms to improve freight corridors;
creating the freight congestion relief account; reenacting and amending RCW 43.84.092; adding a
new section to chapter 46.68 RCW; creating a new section; and providing an expiration date.

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

NEW_ SECTION. Sec. 1. (1) Subject to availability of amounts
appropriated for this specific purpose, the joint transportation committee shall:

(a) Administer a consultant study of funding mechanisms for deposit in the
freight congestion relief account created in section 2 of this act to fund freight
congestion relief investments. At a minimum, the study must: (i) Evaluate
federal, state, incentive, and other project specific fees; (ii) analyze current taxes
and fees paid by the freight industry and the projects the taxes and fees fund; (iii)
assess other nonfreight-related fees and taxes that could be used to pay for
freight congestion relief investments; (iv) assess how other states and countries
pay for freight congestion relief investments; (v) discuss the various approaches
and their impacts on Washington competitiveness in freight movement; (vi)
assess the imposition of a shipping container-based fee, port-related user fees, or
other funding mechanisms on the demand elasticity of the movement of freight
goods through Washington's container ports at various rates as well as forecast
diversion of marine cargo at various price points; (vii) measure the return on
investment in freight rail and highway-based infrastructure supported by the user
fee and its impact on forecast growth in shipping container traffic and the
movement of freight goods; and (viii) recommend the structure of a future
project recommendation body including its membership, process, and selection
criteria. The scope of the work for the study may be expanded to include
analysis of other issues relevant to freight congestion relief funding; and

(b) Convene a stakeholder group composed of representatives to work on
the consultant study that includes: Two representatives of container ports, one
representative of trucking, one representative from railroads, one representative
from international shipping, one representative from national shipping, two
representatives of organized labor, two representatives of the import/export
community, one representative from the department of transportation, one
representative from the freight mobility strategic investment board, and other
representatives as deemed necessary by the joint transportation committee. The
stakeholder group shall work with the selected consultant in: (i) Identifying
critical freight congestion relief investments; (ii) identifying alternatives for a
dedicated funding source for freight congestion relief investments or user fees to
fund specific freight congestion relief investments; and (iii) developing and
reviewing a final consultant study.

(2) The consultant's draft report must be submitted to the transportation
committees of the legislature by December 15, 2007, with the final findings and
recommendations of the report being due prior to the beginning of the 2008
legislative session.

(3) This section expires January 14, 2008.
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NEW SECTION. Sec. 2. A new section is added to chapter 46.68 RCW to
read as follows:

The freight congestion relief account is created in the state treasury.
Moneys in the account may be spent only after appropriation. Expenditures
from the account may only be used to provide congestion relief through the
improvement of freight rail systems and state highways that function as freight
corridors.

Sec. 3. RCW 43.84.092 and 2006 ¢ 337 s 11, 2006 ¢ 311 s 23,2006 ¢ 171
s 10,2006 ¢ 56 s 10, and 2006 ¢ 6 s 8 are each reenacted and amended to read as
follows:

(1) All earnings of investments of surplus balances in the state treasury shall
be deposited to the treasury income account, which account is hereby established
in the state treasury.

(2) The treasury income account shall be utilized to pay or receive funds
associated with federal programs as required by the federal cash management
improvement act of 1990. The treasury income account is subject in all respects
to chapter 43.88 RCW, but no appropriation is required for refunds or allocations
of interest earnings required by the cash management improvement act. Refunds
of interest to the federal treasury required under the cash management
improvement act fall under RCW 43.88.180 and shall not require appropriation.
The office of financial management shall determine the amounts due to or from
the federal government pursuant to the cash management improvement act. The
office of financial management may direct transfers of funds between accounts
as deemed necessary to implement the provisions of the cash management
improvement act, and this subsection. Refunds or allocations shall occur prior to
the distributions of earnings set forth in subsection (4) of this section.

(3) Except for the provisions of RCW 43.84.160, the treasury income
account may be utilized for the payment of purchased banking services on behalf
of treasury funds including, but not limited to, depository, safekeeping, and
disbursement functions for the state treasury and affected state agencies. The
treasury income account is subject in all respects to chapter 43.88 RCW, but no
appropriation is required for payments to financial institutions. Payments shall
occur prior to distribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings credited to the
treasury income account. The state treasurer shall credit the general fund with
all the earnings credited to the treasury income account except:

(a) The following accounts and funds shall receive their proportionate share
of earnings based upon each account's and fund's average daily balance for the
period: The capitol building construction account, the Cedar River channel
construction and operation account, the Central Washington University capital
projects account, the charitable, educational, penal and reformatory institutions
account, the Columbia river basin water supply development account, the
common school construction fund, the county criminal justice assistance
account, the county sales and use tax equalization account, the data processing
building construction account, the deferred compensation administrative
account, the deferred compensation principal account, the department of
retirement systems expense account, the developmental disabilities community
trust account, the drinking water assistance account, the drinking water
assistance administrative account, the drinking water assistance repayment
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account, the Eastern Washington University capital projects account, the
education construction fund, the education legacy trust account, the election
account, the emergency reserve fund, the energy freedom account, The
Evergreen State College capital projects account, the federal forest revolving
account, the freight congestion relief account, the freight mobility investment
account, the freight mobility multimodal account, the health services account,
the public health services account, the health system capacity account, the
personal health services account, the state higher education construction
account, the higher education construction account, the highway infrastructure
account, the high-occupancy toll lanes operations account, the industrial
insurance premium refund account, the judges' retirement account, the judicial
retirement administrative account, the judicial retirement principal account, the
local leasehold excise tax account, the local real estate excise tax account, the
local sales and use tax account, the medical aid account, the mobile home park
relocation fund, the multimodal transportation account, the municipal criminal
justice assistance account, the municipal sales and use tax equalization account,
the natural resources deposit account, the oyster reserve land account, the
pension funding stabilization account, the perpetual surveillance and
maintenance account, the public employees' retirement system plan 1 account,
the public employees' retirement system combined plan 2 and plan 3 account, the
public facilities construction loan revolving account beginning July 1, 2004, the
public health supplemental account, the public works assistance account, the
Puyallup tribal settlement account, the real estate appraiser commission account,
the regional mobility grant program account, the resource management cost
account, the rural Washington loan fund, the site closure account, the small city
pavement and sidewalk account, the special wildlife account, the state
employees' insurance account, the state employees' insurance reserve account,
the state investment board expense account, the state investment board
commingled trust fund accounts, the supplemental pension account, the Tacoma
Narrows toll bridge account, the teachers' retirement system plan 1 account, the
teachers' retirement system combined plan 2 and plan 3 account, the tobacco
prevention and control account, the tobacco settlement account, the
transportation infrastructure account, the transportation partnership account, the
tuition recovery trust fund, the University of Washington bond retirement fund,
the University of Washington building account, the volunteer fire fighters' and
reserve officers' relief and pension principal fund, the volunteer fire fighters' and
reserve officers' administrative fund, the Washington fruit express account, the
Washington judicial retirement system account, the Washington law
enforcement officers' and fire fighters' system plan 1 retirement account, the
Washington law enforcement officers' and fire fighters' system plan 2 retirement
account, the Washington public safety employees' plan 2 retirement account, the
Washington school employees' retirement system combined plan 2 and 3
account, the Washington state health insurance pool account, the Washington
state patrol retirement account, the Washington State University building
account, the Washington State University bond retirement fund, the water
pollution control revolving fund, and the Western Washington University capital
projects account. Earnings derived from investing balances of the agricultural
permanent fund, the normal school permanent fund, the permanent common
school fund, the scientific permanent fund, and the state university permanent
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fund shall be allocated to their respective beneficiary accounts. All earnings to
be distributed under this subsection (4)(a) shall first be reduced by the allocation
to the state treasurer's service fund pursuant to RCW 43.08.190.

(b) The following accounts and funds shall receive eighty percent of their
proportionate share of earnings based upon each account's or fund's average
daily balance for the period: The aeronautics account, the aircraft search and
rescue account, the county arterial preservation account, the department of
licensing services account, the essential rail assistance account, the ferry bond
retirement fund, the grade crossing protective fund, the high capacity
transportation account, the highway bond retirement fund, the highway safety
account, the motor vehicle fund, the motorcycle safety education account, the
pilotage account, the public transportation systems account, the Puget Sound
capital construction account, the Puget Sound ferry operations account, the
recreational vehicle account, the rural arterial trust account, the safety and
education account, the special category C account, the state patrol highway
account, the transportation 2003 account (nickel account), the transportation
equipment fund, the transportation fund, the transportation improvement
account, the transportation improvement board bond retirement account, and the
urban arterial trust account.

(5) In conformance with Article II, section 37 of the state Constitution, no
treasury accounts or funds shall be allocated earnings without the specific
affirmative directive of this section.

Passed by the Senate April 19, 2007.

Passed by the House April 18, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 515
[Senate Bill 5272]
FUEL TAXES—ADMINISTRATION

AN ACT Relating to the administration of fuel taxes; amending RCW 82.36.010, 82.36.020,
82.36.025, 82.36.026, 82.36.027, 82.36.029, 82.36.031, 82.36.045, 82.36.060, 82.36.080, 82.36.160,
82.36.180, 82.36.320, 82.36.340, 82.36.370, 82.36.380, 82.36.450, 82.38.030, 82.38.032, 82.38.035,
82.38.050, 82.38.100, 82.38.130, 82.38.140, 82.38.150, 82.38.180, 82.38.270, 82.38.310, and
82.38.320; adding new sections to chapter 82.36 RCW; adding a new section to chapter 82.38 RCW;
repealing RCW 82.36.042, 82.36.273, 82.36.305, 82.36.360, 82.36.373, 82.36.407, 82.38.070,
82.38.071, 82.38.081, 82.38.185, 82.38.285, and 82.38.165; prescribing penalties; and declaring an
emergency.

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

Sec. 1. RCW 82.36.010 and 2001 ¢ 270 s 1 are each amended to read as
follows:

The definitions in this section apply throughout this chapter unless the
context clearly requires otherwise.

(1) "Blended fuel" means a mixture of motor vehicle fuel and another liquid,
other than a de minimis amount of the liquid, that can be used as a fuel to propel
a motor vehicle.

(2) "Bond" means a bond duly executed with a corporate surety qualified
under chapter 48.28 RCW, which bond is payable to the state of Washington
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conditioned upon faithful performance of all requirements of this chapter,
including the payment of all taxes, penalties, and other obligations arising out of
this chapter.

(3) "Bulk transfer" means a transfer of motor vehicle fuel by pipeline or
vessel.

(4) "Bulk transfer-terminal system" means the motor vehicle fuel
distribution system consisting of refineries, pipelines, vessels, and terminals.
Motor vehicle fuel in a refinery, pipeline, vessel, or terminal is in the bulk
transfer-terminal system. Motor vehicle fuel in the fuel tank of an engine, motor
vehicle, or in a railcar, trailer, truck, or other equipment suitable for ground
transportation is not in the bulk transfer-terminal system.

(3) ((*Pea '
fuel

€6))) "Department" means the department of licensing.

(M) (6) "Director" means the director of licensing.

() (7) "Evasion" or "evade" means to diminish or avoid the
computation, assessment, or payment of authorized taxes or fees through:

(a) A knowing: False statement; misrepresentation of fact; or other act of
deception; or

(b) An intentional: Omission; failure to file a return or report; or other act of
deception.

((9))) (8) "Export" means to obtain motor vehicle fuel in this state for sales
or distribution outside the state.

((€9))) (9) "Highway" means every way or place open to the use of the
public, as a matter of right, for the purpose of vehicular travel.

(1)) (10) "Import" means to bring motor vehicle fuel into this state by a
means of conveyance other than the fuel supply tank of a motor vehicle.

11) "International fuel tax agreement licensee" means a motor vehicle fuel
user operating qualified motor vehicles in interstate commerce and licensed by
the department under the international fuel tax agreement.

(12) "Licensee" means a person holding a motor vehicle fuel supplier, motor
vehicle fuel importer, motor vehicle fuel exporter, motor vehicle fuel blender,
motor vehicle distributor, or international fuel tax agreement license issued
under this chapter.

F]}%f(“ﬁ. : a ; .:‘. f

“4))) "Motor vehicle fuel blender" means a person who produces blended
motor fuel outside the bulk transfer-terminal system.

((5))) (14) "Motor vehicle fuel distributor" means a person who acquires
motor vehicle fuel from a supplier, distributor, or licensee for subsequent sale
and distribution.

((6+6))) (15) "Motor vehicle fuel exporter" means a person who purchases
motor vehicle fuel in this state and directly exports the fuel by a means other
than the bulk transfer-terminal system to a destination outside of the state. If the
exporter of record is acting as an agent, the person for whom the agent is acting
is the exporter. If there is no exporter of record, the owner of the motor fuel at
the time of exportation is the exporter.
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((H)) (16) "Motor vehicle fuel importer" means a person who imports
motor vehicle fuel into the state by a means other than the bulk transfer-terminal
system. If the importer of record is acting as an agent, the person for whom the
agent is acting is the importer. If there is no importer of record, the owner of the
motor vehicle fuel at the time of importation is the importer.

(%)) (17) "Motor vehicle fuel supplier" means a person who holds a
federal certificate of registry that is issued under the internal revenue code and
authorizes the person to enter into federal tax-free transactions on motor vehicle
fuel in the bulk transfer-terminal system.

((E9))) (18) "Motor vehicle" means a self-propelled vehicle designed for
operation upon land utilizing motor vehicle fuel as the means of propulsion.

((28)) (19) "Motor vehicle fuel" means gasoline and any other
inflammable gas or liquid, by whatsoever name the gasoline, gas, or liquid may
be known or sold, the chief use of which is as fuel for the propulsion of motor
vehicles or motorboats.

(D)) (20) "Person" means a natural person, fiduciary, association, or
corporation. The term "person" as applied to an association means and includes
the partners or members thereof, and as applied to corporations, the officers
thereof.

((22))) (21) "Position holder" means a person who holds the inventory
position in motor vehicle fuel, as reflected by the records of the terminal
operator. A person holds the inventory position in motor vehicle fuel if the
person has a contractual agreement with the terminal for the use of storage
facilities and terminating services at a terminal with respect to motor vehicle
fuel. "Position holder" includes a terminal operator that owns motor vehicle fuel
in their terminal.

((23))) (22) "Rack" means a mechanism for delivering motor vehicle fuel
from a refinery or terminal into a truck, trailer, railcar, or other means of nonbulk
transfer.

((24)) (23) "Refiner" means a person who owns, operates, or otherwise
controls a refinery.

((25))) (24) "Removal" means a physical transfer of motor vehicle fuel
other than by evaporation, loss, or destruction.

((26))) (25) "Terminal" means a motor vehicle fuel storage and distribution
facility that has been assigned a terminal control number by the internal revenue
service, is supplied by pipeline or vessel, and from which reportable motor
vehicle fuel is removed at a rack.

(D)) (26) "Terminal operator" means a person who owns, operates, or
otherwise controls a terminal.

((28))) (27) "Two-party exchange" or "buy-sell agreement" means a
transaction in which taxable motor vehicle fuel is transferred from one licensed
supplier to another licensed supplier under an exchange or buy-sell agreement
whereby the supplier that is the position holder agrees to deliver taxable motor
vehicle fuel to the other supplier or the other supplier's customer at the rack of
the terminal at which the delivering supplier is the position holder.

Sec. 2. RCW 82.36.020 and 2001 ¢ 270 s 2 are each amended to read as
follows:
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(1) There is hereby levied and imposed upon motor vehicle fuel ((usetrs))
licensees, other than motor vehicle fuel distributors, a tax at the rate computed in
the manner provided in RCW 82.36.025 on each gallon of motor vehicle fuel.

(2) The tax imposed by subsection (1) of this section is imposed when any
of the following occurs:

(a) Motor vehicle fuel is removed in this state from a terminal if the motor
vehicle fuel is removed at the rack unless the removal is to a licensed exporter
for direct delivery to a destination outside of the state;

(b) Motor vehicle fuel is removed in this state from a refinery if either of the
following applies:

(i) The removal is by bulk transfer and the refiner or the owner of the motor
vehicle fuel immediately before the removal is not a licensee; or

(i1) The removal is at the refinery rack unless the removal is to a licensed
exporter for direct delivery to a destination outside of the state;

(c) Motor vehicle fuel enters into this state ((for-sale;—consumption;—use,or
sterage)) if either of the following applies:

(1) The entry is by bulk transfer and the importer is not a licensee; or

(i1) The entry is not by bulk transfer;

(d) Motor vehicle fuel is sold or removed in this state to an unlicensed entity
unless there was a prior taxable removal, entry, or sale of the motor vehicle fuel;

(e) Blended motor vehicle fuel is removed or sold in this state by the blender
of the fuel. The number of gallons of blended motor vehicle fuel subject to the
tax is the difference between the total number of gallons of blended motor
vehicle fuel removed or sold and the number of gallons of previously taxed
motor vehicle fuel used to produce the blended motor vehicle fuel;

(f) Motor vehicle fuel is sold by a licensed motor vehicle fuel supplier to a
motor vehicle fuel distributor, motor vehicle fuel importer, ((ef)) motor vehicle
fuel blender, or international fuel tax agreement licensee and the motor vehicle
fuel is not removed from the bulk transfer-terminal system.

(3) The proceeds of the motor vehicle fuel excise tax shall be distributed as
provided in RCW 46.68.090.

Sec. 3. RCW 82.36.025 and 2005 c 314 s 101 are each amended to read as
follows:

(HA motor Vehlcle fuel tax rate of twenty-three cents per gallon ((applies-te

) on motor vehicle fuel shall be imposed on motor
vehicle fuel hcensees other than motor vehicle fuel distributors.

(2) Beginning July 1, 2003, an additional and cumulative motor vehicle fuel
tax rate of five cents per gallon ((applies—to-the-saledistribution;-eruse-of)) on
motor vehicle fuel shall be imposed on motor vehicle fuel licensees, other than
motor vehicle fuel distributors. This subsection (2) expires when the bonds
issued for transportation 2003 projects are retired.

(3) Beginning July 1, 2005, an additional and cumulative motor vehicle fuel
tax rate of three cents per gallon ((epplies-to-the-sale;distribution;-eruse-of)) on
motor vehicle fuel shall be imposed on motor vehicle fuel licensees, other than
motor vehicle fuel distributors.

(4) Beginning July 1, 2006, an additional and cumulative motor vehicle fuel
tax rate of three cents per gallon ((apphes-to-the-sale,distribution;-or-tse-of)) on
motor vehicle fuel shall be imposed on motor vehicle fuel licensees, other than
motor vehicle fuel distributors.
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(5) Beginning July 1, 2007, an additional and cumulative motor vehicle fuel
tax rate of two cents per gallon ((appliesto-thesale;-distribution;-eruse-of)) on
motor vehicle fuel shall be imposed on motor vehicle fuel licensees, other than
motor vehicle fuel distributors.

(6) Beginning July 1, 2008, an additional and cumulative motor vehicle fuel
tax rate of one and one- half cents per gallon ((

apphies-to-the-sale;distribution-er
use-of)) on motor vehicle fuel shall be imposed on motor vehicle fuel licensees,
other than motor vehicle fuel distributors.

Sec. 4. RCW 82.36.026 and 2001 ¢ 270 s 3 are each amended to read as
follows:

(1) A licensed supplier shall ((remit)) be liable for and pay tax to the
department as provided in RCW 82.36.020. On a two-party exchange, or buy-
sell agreement between two licensed suppliers, the receiving exchange partner or
buyer ((whe)) shall ((Fbuyershaldremit)) be liable for and pay the tax.

(2) A refiner shall ((remit)) be liable for and pay tax to the department on
motor vehicle fuel removed from a refinery as provided in RCW
82.36.020(2)(b).

(3) ((An)) A licensed importer shall ((remait)) be liable for and pay tax to the
department on motor vehicle fuel imported into this state as provided in RCW
82.36.020(2)(c).

(4) A licensed blender shall ((remit)) be liable for and pay tax to the
department on the removal or sale of blended motor vehicle fuel as provided in
RCW 82.36.020(2)(e).

(5) Nothing in this chapter shall prohibit the licensee liable for payment of

the tax under this chapter from including as a part of the selling price an amount
equal to the tax.

NEW SECTION. Sec. 5. A new section is added to chapter 82.36 RCW to
read as follows:

International fuel tax agreement licensees, or persons operating motor
vehicles under other reciprocity agreements entered into with the state of
Washington, are liable for and must pay the tax under RCW 82.36.020 to the
department on motor vehicle fuel used to operate motor vehicles on the
highways of this state. This provision does not apply if the tax under RCW
82.36.020 has previously been imposed and paid by the international fuel tax
agreement licensee or if the use of such fuel is exempt from the tax under this
chapter.

Sec. 6. RCW 82.36.027 and 1998 ¢ 176 s 9 are each amended to read as
follows:

A terminal operator is jointly and severally liable for ((remitting)) payment
of the tax imposed under RCW 82.36.020(1) if, at the time of removal:

(1) The position holder with respect to the motor vehicle fuel is a person
other than the terminal operator and is not a licensee;

(2) The terminal operator is not a licensee;

(3) The position holder has an expired internal revenue service notification
certificate issued under 26 C.F.R. Part 48; or

(4) The terminal operator had reason to believe that information on the
notification certificate was false.
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*Sec. 7. RCW 82.36.029 and 1998 ¢ 176 s 10 are each amended to read
as follows:

Upon the taxable removal of motor vehicle fuel by a licensed supplier and
upon _importation by a licensed importer, the licensee who acquired or
removed the motor vehicle fuel, other than a motor vehicle fuel exporter, shall
be entitled to a deduction from the tax liability on the gallonage of taxable
motor vehicle fuel removed or_imported in order to account for handling
losses, as follows: For a motor vehicle fuel supplier ((aeting-as-a-distributor)),
one-quarter of one percent; and for ((et-other-ticensees)) a licensed importer,
thirty one-hundredths of one percent. For those licensees required to file tax
reports, the handling loss deduction shall be reported on tax reports filed with

the department. ((For—motor—vehicle—fueldistribitorss—the—handling—loss
)

*Sec. 7 was vetoed. See message at end of chapter.
Sec. 8. RCW 82.36.031 and 1998 ¢ 176 s 11 are each amended to read as
follows:

For the purpose of determining the amount of liability for the tax imposed
under this chapter, and to periodically update license information, each licensee,
other than a motor vehicle fuel distributor or an international fuel tax agreement
licensee, shall file monthly tax reports with the department, on a form prescribed
by the department. An international fuel tax licensee shall file quarterly tax
reports with the department, on a form prescribed by the department.

A report shall be filed with the department even though no motor vehicle
fuel tax is due for the reporting period. Each tax report shall contain a
declaration by the person making the same, to the effect that the statements
contained therein are true and made under penalties of perjury, which declaration
has the same force and effect as a verification of the report and is in lieu of the
verification. The report shall show information as the department may require
for the proper administration and enforcement of this chapter. Tax reports shall
be filed on or before the twenty-fifth day of the next succeeding calendar month
following the period to which the reports relate. If the final filing date falls on a
Saturday, Sunday, or legal holiday the next secular or business day shall be the
final filing date.

The department, if it deems it necessary in order to ensure payment of the
tax imposed under this chapter, or to facilitate the administration of this chapter,
may require the filing of reports and tax remittances at shorter intervals than one
month.

Sec. 9. RCW 82.36.045 and 1998 ¢ 176 s 16 are each amended to read as
follows:

(1) If the department determines that the tax reported by a licensee is
deficient, the department shall assess the deficiency on the basis of information
available to it, and shall add a penalty of two percent of the amount of the
deficiency.

(2) If a licensee, or person acting as such, fails, neglects, or refuses to file a
motor vehicle fuel tax report the department shall, on the basis of information
available to it, determine the tax liability of the licensee or person for the period
during which no report was filed. The department shall add the penalty provided
in subsection (1) of this section to the tax. An assessment made by the
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department under this subsection or subsection (1) of this section is presumed to
be correct. In any case, where the validity of the assessment is questioned, the
burden is on the person who challenges the assessment to establish by a fair
preponderance of evidence that it is erroneous or excessive, as the case may be.

(3) If a licensee or person acting as such files a false or fraudulent report
with intent to evade the tax imposed by this chapter, the department shall add to
the amount of deficiency a penalty equal to twenty-five percent of the
deficiency, in addition to the penalty provided in subsections (1) and (2) of this
section and all other penalties prescribed by law.

(4) Motor vehicle fuel tax, penalties, and interest payable under this chapter
bears interest at the rate of one percent per month, or fraction thereof, from the
first day of the calendar month after the amount or any portion of it should have
been paid until the date of payment. If a licensee or person acting as such
establishes by a fair preponderance of evidence that the failure to pay the amount
of tax due was attributable to reasonable cause and was not intentional or willful,
the department may waive the penalty. The department may waive the interest
when it determines the cost of processing or collection of the interest exceeds the
amount of interest due.

(5) Except in the case of a fraudulent report, neglect or refusal to make a
report, or failure to pay or to pay the proper amount, the department shall assess
the deficiency under subsection (1) or (2) of this section within five years from
the last day of the succeeding calendar month after the reporting period for
which the amount is proposed to be determined or within five years after the
return is filed, whichever period expires later.

(6) Except in the case of violations of filing a false or fraudulent report, if
the department deems mitigation of penalties and interest to be reasonable and in
the best interest of carrying out the purpose of this chapter, it may mitigate such
assessments upon whatever terms the department deems proper, giving
consideration to the degree and extent of the lack of records and reporting errors.
The department may ascertain the facts regarding recordkeeping and payment
penalties in lieu of more elaborate proceedings under this chapter.

(7) A licensee or person acting as such against whom an assessment is made
under subsection (1) or (2) of this section may petition for a reassessment within
thirty days after service upon the licensee of notice of the assessment. If the
petition is not filed within the thirty-day period, the amount of the assessment
becomes final at the expiration of that period.

If a petition for reassessment is filed within the thirty-day period, the
department shall reconsider the assessment and, if the petitioner has so requested
in its petition, shall grant the petitioner an oral hearing and give the petitioner
twenty days' notice of the time and place of the hearing. The department may
continue the hearing from time to time. The decision of the department upon a
petition for reassessment becomes final thirty days after service of notice upon
the petitioner.

An assessment made by the department becomes due and payable when it
becomes final. If it is not paid to the department when due and payable, the
department shall add a penalty of ten percent of the amount of the tax.

(8) In a suit brought to enforce the rights of the state under this chapter, the
assessment showing the amount of taxes, penalties, interest, and cost unpaid to
the state is prima facie evidence of the facts as shown.
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(9) A notice of assessment required by this section must be served
personally or by certified or registered mail. If it is served by mail, service shall
be made by deposit of the notice in the United States mail, postage prepaid,
addressed to the respondent at the most current address furnished to the
department.

Sec. 10. RCW 82.36.060 and 2001 ¢ 270 s 5 are each amended to read as
follows:

(1) An application for a license issued under this chapter shall be made to
the department on forms to be furnished by the department and shall contain
such information as the department deems necessary.

(2) Every application for a license must contain the following information to
the extent it applies to the applicant:

(a) Proof as the department may require concerning the applicant's identity,
including but not limited to his or her fingerprints or those of the officers of a
corporation making the application;

(b) The applicant's form and place of organization including proof that the
individual, partnership, or corporation is licensed to do business in this state;

(c) The qualification and business history of the applicant and any partner,
officer, or director;

(d) The applicant's financial condition or history including a bank reference
and whether the applicant or any partner, officer, or director has ever been
adjudged bankrupt or has an unsatisfied judgment in a federal or state court;

(e) Whether the applicant has been adjudged guilty of a crime that directly
relates to the business for which the license is sought and the time elapsed since
the conviction is less than ten years, or has suffered a judgment within the
preceding five years in a civil action involving fraud, misrepresentation, or
conversion and in the case of a corporation or partnership, all directors, officers,
or partners.

(3) An applicant for a license as a motor vehicle fuel importer must list on
the application each state, province, or country from which the applicant intends
to import motor vehicle fuel and, if required by the state, province, or country
listed, must be licensed or registered for motor vehicle fuel tax purposes in that
state, province, or country.

(4) An applicant for a license as a motor vehicle fuel exporter must list on
the application each state, province, or country to which the exporter intends to
export motor vehicle fuel received in this state by means of a transfer outside of
the bulk transfer-terminal system and, if required by the state, province, or
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country listed, must be licensed or registered for motor vehicle fuel tax purposes
in that state, province, or country.

(5) An applicant for a license as a motor vehicle fuel supplier must have a
federal certificate of registry that is issued under the internal revenue code and
authorizes the applicant to enter into federal tax-free transactions on motor
vehicle fuel in the terminal transfer system.

(6) After receipt of an application for a license, the director may conduct an
investigation to determine whether the facts set forth are true. The director shall
require a fingerprint record check of the applicant through the Washington state
patrol criminal identification system and the federal bureau of investigation
before issuance of a license. The results of the background investigation
including criminal history information may be released to authorized department
personnel as the director deems necessary. The department shall charge a license
holder or license applicant a fee of fifty dollars for each background
investigation conducted.

An applicant who makes a false statement of a material fact on the
application may be prosecuted for false swearing as defined by RCW 9A.72.040.

(7) Except as provided by subsection (8) of this section, before granting any
license issued under this chapter, the department shall require applicant to file
with the department, in such form as shall be prescribed by the department, a
corporate surety bond duly executed by the applicant as principal, payable to the
state and conditioned for faithful performance of all the requirements of this
chapter, including the payment of all taxes, penalties, and other obligations
arising out of this chapter. The total amount of the bond or bonds shall be fixed
by the department and may be increased or reduced by the department at any
time subject to the limitations herein provided. In fixing the total amount of the
bond or bonds, the department shall require a bond or bonds equivalent in total
amount to twice the estimated monthly excise tax determined in such manner as
the department may deem proper. If at any time the estimated excise tax to
become due during the succeeding month amounts to more than fifty percent of
the established bond, the department shall require additional bonds or securities
to maintain the marginal ratio herein specified or shall demand excise tax
payments to be made weekly or semimonthly to meet the requirements hereof.

The total amount of the bond or bonds required of any licensee shall never
be less than five thousand dollars nor more than one hundred thousand dollars.

No recoveries on any bond or the execution of any new bond shall
invalidate any bond and no revocation of any license shall effect the validity of
any bond but the total recoveries under any one bond shall not exceed the
amount of the bond.

In lieu of any such bond or bonds in total amount as herein fixed, a licensee
may deposit with the state treasurer, under such terms and conditions as the
department may prescribe, a like amount of lawful money of the United States or
bonds or other obligations of the United States, the state, or any county of the
state, of an actual market value not less than the amount so fixed by the
department.

Any surety on a bond furnished by a licensee as provided herein shall be
released and discharged from any and all liability to the state accruing on such
bond after the expiration of thirty days from the date upon which such surety has
lodged with the department a written request to be released and discharged, but
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this provision shall not operate to relieve, release, or discharge the surety from
any liability already accrued or which shall accrue before the expiration of the
thirty day period. The department shall promptly, upon receiving any such
request, notify the licensee who furnished the bond; and unless the licensee, on
or before the expiration of the thirty day period, files a new bond, or makes a
deposit in accordance with the requirements of this section, the department shall
forthwith cancel the license. Whenever a new bond is furnished by a licensee,
the department shall cancel the old bond as soon as the department and the
attorney general are satisfied that all liability under the old bond has been fully
discharged.

The department may require a licensee to give a new or additional surety
bond or to deposit additional securities of the character specified in this section
if, in its opinion, the security of the surety bond theretofore filed by such
licensee, or the market value of the properties deposited as security by the
licensee, shall become impaired or inadequate; and upon the failure of the
licensee to give such new or additional surety bond or to deposit additional
securities within thirty days after being requested so to do by the department, the
department shall forthwith cancel his or her license.

(8) The department may waive the requirements of subsection (7) of this
section for licensed distributors if, upon determination by the department, the
licensed distributor has sufficient resources, assets, other financial instruments,
or other means, to adequately make payments on the estimated monthly motor
vehicle fuel tax payments, penalties, and interest arising out of this chapter. The
department shall adopt rules to administer this subsection. An application for an
international fuel tax agreement license must be made to the department. The

application must be filed upon a form prescribed by the department and contain
such information as the department may require. The department shall charge a
fee of ten dollars per set of international fuel tax agreement decals issued to each

applicant or licensee. The department shall transmit the fee to the state treasurer
for deposit in the motor vehicle fund.

Sec. 11. RCW 82.36.080 and 1998 ¢ 176 s 20 are each amended to read as
follows:

(1) Tt shall be unlawful for any person to engage in business in this state as
any of the following unless the person is the holder of an uncanceled license
issued by the department authorizing the person to engage in that business:

(a) Motor vehicle fuel supplier;

(b) Motor vehicle fuel distributor;

(c) Motor vehicle fuel exporter;

(d) Motor vehicle fuel importer; ((ex))

(e) Motor vehicle fuel blender; or

(f) International fuel tax agreement licensee.

(2) A person engaged in more than one activity for which a license is
required must have a separate license classification for each activity, but a motor
vehicle fuel supplier is not required to obtain a separate license classification for
any other activity for which a license is required.

(3) If any person acts as a licensee without first securing the license required
herein the excise tax shall be immediately due and payable on account of all
motor vehicle fuel distributed or used by the person. The director shall proceed
forthwith to determine from the best available sources, the amount of the tax,
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and the director shall immediately assess the tax in the amount found due,
together with a penalty of one hundred percent of the tax, and shall make a
certificate of such assessment and penalty. In any suit or proceeding to collect
the tax or penalty, or both, such certificate shall be prima facie evidence that the
person therein named is indebted to the state in the amount of the tax and penalty
therein stated. Any tax or penalty so assessed may be collected in the manner
prescribed in this chapter with reference to delinquency in payment of the tax or
by an action at law, which the attorney general shall commence and prosecute to
final determination at the request of the director. The foregoing remedies of the
state shall be cumulative and no action taken pursuant to this section shall
relieve any person from the penal provisions of this chapter.

Sec. 12. RCW 82.36.160 and 1998 ¢ 176 s 27 are each amended to read as
follows:

Every licensee shall maintain in the office of his or her principal place of
business in this state, for a period of five years, records of motor vehicle fuel
received, sold, distributed, or used by the licensee, in such form as the director
may prescribe, together with invoices, bills of lading, and other pertinent papers

Sec. 13. RCW 82.36.180 and 1998 ¢ 176 s 30 are each amended to read as
follows:

The director, or duly authorized agents, may make such examinations of the
records, stocks, facilities, and equipment of any licensee, ((and—serviee
statiens;)) and make such other investigations as deemed necessary in carrying
out the provisions of this chapter. If such examinations or investigations
disclose that any reports of licensees theretofore filed with the director pursuant
to the requirements of this chapter have shown incorrectly the gallonage of
motor vehicle fuel distributed or the tax ((aeerwing)) liability thereon, the
director may make such changes in subsequent reports and payments of such
licensees as deemed necessary to correct the errors disclosed.

Every such licensee or such other person not maintaining records in this
state so that an audit of such records may be made by the director or a duly
authorized representative shall be required to make the necessary records
available to the director upon request and at a designated office within this state;
or, in lieu thereof, the director or a duly authorized representative shall proceed
to any out-of-state office at which the records are prepared and maintained to
make such examination.

NEW SECTION. Sec. 14. A new section is added to chapter 82.36 RCW to
read as follows:

Motor vehicle fuel that is used exclusively for racing and is illegal for use
on the public highways of this state under state or federal law is exempt from the
tax imposed under this chapter.
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Sec. 15. RCW 82.36.320 and 1961 ¢ 15 s 82.36.320 are each amended to
read as follows:
Any person claiming refund on motor vehicle fuel used other than in motor

Vehlcles as hereln prov1ded((—aﬂd—&ﬂy—pefseﬂ—pﬁfehasmg—me%er—vehie}e—fue}

RGWLS%é—}GS)) may be requlred by the dlrector to also furmsh 1nformat10n
regarding the amount of motor vehicle fuel purchased from other sources or for
other purposes during the period reported for which no refund is claimed.

Sec. 16. RCW 82.36.340 and 1961 c 15 s 82.36.340 are each amended to

read as follows:
The director may in order to establish the validity of any claim for refund
requ1re the cla1mant((—er—m—the—e&se—ef—a—dea}eﬁﬁ+mg—a—eb&n—feHeﬁmd—as
h h )) to

fumlsh such addmonal proof of the Valldlty of the claim as the d1rect0r may
determine, and may examine the books and records of the claimant or said
person to whom the fuel was sold for such purpose. The records shall be
sufficient to substantiate the accuracy of the claim and shall be in such form and
contain such information as the director may require. The failure to maintain
such records or to accede to a demand for an examination of such records may
be deemed by the director as sufficient cause for denial of all right to the refund
claimed on account of the transaction in question.

Sec. 17. RCW 82.36.370 and 1998 ¢ 176 s 42 are each amended to read as
follows:

(1) A refund shall be made in the manner provided in this chapter or a credit
given to a licensee allowing for the excise tax paid or accrued on all motor
vehicle fuel which is lost or destroyed, while ((
thereof)) the licensee was the owner, through fire, lightning, flood, wind storm,
or explosion.

(2) A refund shall be made in the manner provided in this chapter or a credit
given allowing for the excise tax paid or accrued on all motor vehicle fuel of five
hundred gallons or more which is lost or destroyed, while ((applieantshall-be))
the licensee was the owner thereof, through leakage or other casualty except
evaporation, shrinkage or unknown causes: PROVIDED, That the director shall
be notified in writing as to the full circumstances surrounding such loss or
destruction and the amount of the loss or destruction within thirty days from the
day of discovery of such loss or destruction.

(3) Recovery for such loss or destruction under either subsection (1) or (2)
must be susceptible to positive proof thereby enabling the director to conduct
such investigation and require such information as the director may deem
necessary.

In the event that the director is not satisfied that the fuel was lost or
destroyed as claimed, wherefore required information or proof as required
hereunder is not sufficient to substantiate the accuracy of the claim, the director
may deem as sufficient cause the denial of all right relating to the refund or
credit for the excise tax on motor vehicle fuel alleged to be lost or destroyed.

Sec. 18. RCW 82.36.380 and 2003 ¢ 358 s 13 are each amended to read as
follows:
(1) It is unlawful for a person or corporation to:
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(a) Evade a tax or fee imposed under this chapter;

(b) File a false statement of a material fact on a motor fuel license
application or motor fuel refund application;

(c) Act as a motor fuel importer, motor fuel blender, or motor fuel supplier
unless the person holds an uncanceled motor fuel license issued by the
department authorizing the person to engage in that business;

(d) Knowingly assist another person to evade a tax or fee imposed by this
chapter;

(e) Knowingly operate a conveyance for the purpose of hauling,
transporting, or delivering motor vehicle fuel in bulk and not possess an invoice,
bill of sale, or other statement showing the name, address, and tax license
number of the seller or consignor, the destination, the name, address, and tax
license number of the purchaser or consignee, and the number of gallons.

(2) A violation of subsection (1) of this section is a class C felony under
chapter 9A.20 RCW. In addition to other penalties and remedies provided by
law, the court shall order a person or corporation found guilty of violating
subsection (1) of this section to:

(a) Pay the tax or fee evaded plus interest, commencing at the date the tax or
fee was first due, at the rate of twelve percent per year, compounded monthly;
and

(b) Pay a penalty of one hundred percent of the tax evaded, to the
multimodal transportation account of the state.

(3) The tax imposed by this chapter is held in trust by the licensee until paid
to the department. and a licensee who appropriates the tax to his or her own use
or to any use other than the payment of the tax on the due date as prescribed in
this chapter is guilty of a felony or gross misdemeanor in accordance with the
theft and anticipatory provisions of Title 9A RCW. A person, partnership,
corporation, or corporate officer who fails to pay to the department the tax
imposed by this chapter is personally liable to the state for the amount of the tax.

Sec. 19. RCW 82.36.450 and 1995 ¢ 320 s 2 are each amended to read as
follows:

Rese#vaﬁeﬁ—v—BQLLe{—aJ——Bﬁtﬂet—GeﬁH—Ne—GIL%—}%—JbQ-)) 6! ) Th
governor may enter into an agreement with any federally recognized Indian tribe
located on a reservation within this state regarding motor vehicle fuel taxes
included in the price of fuel delivered to a retail station wholly owned and
operated by a tribe, tribal enterprise, or tribal member licensed by the tribe to
operate a retail station located on reservation or trust property. The agreement
may provide mutually agreeable means to address any tribal immunities or any
preemption of the state motor vehicle fuel tax.

(2) The provisions of this section do not repeal existing state/tribal fuel tax
agreements or consent decrees in existence on the effective date of this act. The
state and the tribe may agree to substitute an agreement negotiated under this
section for an existing agreement or consent decree, or to enter into an
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agreement using a methodology similar to the state/tribal fuel tax agreements in
effect on the effective date of this act.

(3) If a new agreement is negotiated, the agreement must:

(a) Require that the tribe or the tribal retailer acquire all motor vehicle fuel
only from persons or companies operating lawfully in accordance with this
chapter as a motor vehicle fuel distributor, supplier, importer, or blender, or from
a tribal distributor, supplier, importer, or blender lawfully doing business
according to all applicable laws;

(b) Provide that the tribe will expend fuel tax proceeds or equivalent

amounts on: Planning, construction, and maintenance of roads, bridges, and
boat ramps; transit services and facilities; transportation planning; police
services; and other highway-related purposes;

(¢) Include provisions for audits or other means of ensuring compliance to
certify the number of gallons of motor vehicle fuel purchased by the tribe for
resale at tribal retail stations, and the use of fuel tax proceeds or their equivalent
for the purposes identified in (b) of this subsection. Compliance reports must be
delivered to the director of the department of licensing.

(4) Information from the tribe or tribal retailers received by the state or open
to state review under the terms of an agreement shall be deemed to be personal
information under RCW 42.56.230(3)(b) and exempt from public inspection and
copying.

(5) The governor may delegate the power to negotiate fuel tax agreements to
the department of licensing.

(6) The department of licensing shall prepare and submit an annual report to
the legislature on the status of existing agreements and any ongoing negotiations
with tribes.

NEW SECTION. Sec. 20. A new section is added to chapter 82.36 RCW to
read as follows:

It is the intent and purpose of this chapter that the tax shall be imposed at the
time and place of the first taxable event and upon the first taxable person within
this state. Any person whose activities would otherwise require payment of the
tax imposed by RCW 82.36.020 but who is exempt from the tax nevertheless has
a precollection obligation for the tax that must be imposed on the first taxable
event within this state. Failure to pay the tax with respect to a taxable event shall
not prevent tax liability from arising by reason of a subsequent taxable event.

Sec. 21. RCW 82.38.030 and 2005 ¢ 314 s 102 are each amended to read
as follows:

(1) There is hereby levied and imposed upon special fuel ((asers)) licensees,
other than special fuel distributors, a tax at the rate of twenty-three cents per
gallon of special fuel, or each one hundred cubic feet of compressed natural gas,
measured at standard pressure and temperature.

(2) Beginning July 1, 2003, an additional and cumulative tax rate of five
cents per gallon of special fuel, or each one hundred cubic feet of compressed
natural gas, measured at standard pressure and temperature shall be imposed on
special fuel ((users)) licensees, other than special fuel distributors. This
subsection (2) expires when the bonds issued for transportation 2003 projects are
retired.
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(3) Beginning July 1, 2005, an additional and cumulative tax rate of three
cents per gallon of special fuel, or each one hundred cubic feet of compressed
natural gas, measured at standard pressure and temperature shall be imposed on
special fuel ((asers)) licensees, other than special fuel distributors.

(4) Beginning July 1, 2006, an additional and cumulative tax rate of three
cents per gallon of special fuel, or each one hundred cubic feet of compressed
natural gas, measured at standard pressure and temperature shall be imposed on
special fuel ((asers)) licensees, other than special fuel distributors.

(5) Beginning July 1, 2007, an additional and cumulative tax rate of two
cents per gallon of special fuel, or each one hundred cubic feet of compressed
natural gas, measured at standard pressure and temperature shall be imposed on
special fuel ((users)) licensees, other than special fuel distributors.

(6) Beginning July 1, 2008, an additional and cumulative tax rate of one and
one-half cents per gallon of special fuel, or each one hundred cubic feet of
compressed natural gas, measured at standard pressure and temperature shall be
imposed on special fuel ((users)) licensees, other than special fuel distributors.

(7) Taxes are imposed when:

(a) Special fuel is removed in this state from a terminal if the special fuel is
removed at the rack unless the removal is to a licensed exporter for direct
delivery to a destination outside of the state, or the removal is ((te)) by a special
fuel ((distributer)) supplier for direct delivery to an international fuel tax
agreement licensee under RCW 82.38.320;

(b) Special fuel is removed in this state from a refinery if either of the
following applies:

(1) The removal is by bulk transfer and the refiner or the owner of the special
fuel immediately before the removal is not a licensee; or

(i) The removal is at the refinery rack unless the removal is to a licensed
exporter for direct delivery to a destination outside of the state, or the removal is
to a special fuel ((disteibuter)) supplier for direct delivery to an international fuel
tax agreement licensee under RCW 82.38.320;

(c) Special fuel enters into this state for sale, consumption, use, or storage,
unless the fuel enters this state for direct delivery to an international fuel tax
agreement licensee under RCW 82.38.320., if either of the following applies:

(1) The entry is by bulk transfer and the importer is not a licensee; or

(i1) The entry is not by bulk transfer;

(d) Special fuel is sold or removed in this state to an unlicensed entity unless
there was a prior taxable removal, entry, or sale of the special fuel;

(e) Blended special fuel is removed or sold in this state by the blender of the
fuel. The number of gallons of blended special fuel subject to tax is the
difference between the total number of gallons of blended special fuel removed
or sold and the number of gallons of previously taxed special fuel used to
produce the blended special fuel;

(f) Dyed special fuel is used on a highway, as authorized by the internal
revenue code, unless the use is exempt from the special fuel tax;

(g) Dyed special fuel is held for sale, sold, used, or is intended to be used in
violation of this chapter;

(h) Special fuel purchased by an international fuel tax agreement licensee
under RCW 82.38.320 is used on a highway; and
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(i) Special fuel is sold by a licensed special fuel supplier to a special fuel
distributor, special fuel importer, or special fuel blender and the special fuel is
not removed from the bulk transfer-terminal system.

Sec. 22. RCW 82.38.032 and 1998 ¢ 176 s 52 are each amended to read as
follows:

tax—under-this-ehapter:)) International fuel tax agreement licensees,
operating motor vehicles under other reciprocity agreements entered into with
the state of Washington, are liable for and must pay the tax under RCW
82.38.030 to the department on special fuel used to operate motor vehicles on
the highways of this state. This provision does not apply if the tax under RCW
82.38.030 has previously been imposed and paid by the international fuel tax
agreement licensee or if the use of such fuel is exempt from the tax under this

chapter.

Sec. 23. RCW 82.38.035 and 2005 ¢ 314 s 107 are each amended to read
as follows:

(1) A licensed supplier shall ((remit)) be liable for and pay tax on special
fuel to the department as provided in RCW 82.38.030(7)(a). On a two-party
exchange, or buy-sell agreement between two licensed suppliers, the receiving
exchange partner or buyer shall ((remit)) be liable for and pay the tax.

(2) A refiner shall ((remit)) be liable for and pay tax to the department on
special fuel removed from a refinery as provided in RCW 82.38.030(7)(b).

(3) ((An)) A licensed importer shall ((remit)) be liable for and pay tax to the
department on special fuel imported into this state as provided in RCW
82.38.030(7)(c).

(4) A licensed blender shall ((remit)) be liable for and pay tax to the
department on the removal or sale of blended special fuel as provided in RCW
82.38.030(7)(e).

(5) A licensed dyed special fuel user shall ((remit)) be liable for and pay tax

to the department on the use of dyed special fuel as provided in RCW
82.38.030(7)().
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(6) Nothing in this chapter prohibits the licensee liable for payment of the
tax under this chapter from including as a part of the selling price an amount
equal to such tax.

Sec. 24. RCW 82.38.050 and 1990 ¢ 250 s 82 are each amended to read as
follows:

: 5 ) A lessor Who is
engaged regularly in the business of leasmg or renting for compensation motor
vehicles and equipment he owns without drivers to carriers or other lessees for
interstate operation, may be deemed to be the special fuel user when he supplies
or pays for the special fuel consumed in such vehicles, and such lessor may be
issued ((a)) an international fuel tax agreement license ((as-a-speeial-fuel-user))
when application and bond have been properly filed with and approved by the
department for such license. Any lessee may exclude motor vehicles of which
he or she is the lessee from reports and liabilities pursuant to this chapter, but
only if the motor vehicles in question have been leased from a lessor holding a
valid ((speetalfaeluser's)) 1nternat10nal fuel tax agreement hcense

%he—vaﬂeus—lessees—eﬁt-he—lesse%s—meter—vehieles—)) When the ((speen—ai—f&el
user's)) license has been secured, such lessor shall make and assign to each
motor vehicle leased for interstate operation a photocopy of such license to be
carried in the cab compartment of the motor vehicle and on which shall be typed
or printed on the back the unit or motor number of the motor vehicle to which it
is assigned and the name of the lessee. Such lessor shall be responsible for the
proper use of such photocopy of the license issued and its return to the lessor
with the motor vehicle to which it is assigned.

The lessor shall be responsible for fuel tax licensing and reporting, as
required by this chapter, on the operation of all motor vehicles leased to others
for less than thirty days.

Sec. 25. RCW 82.38.100 and 1999 ¢ 270 s 2 are each amended to read as
follows:

(1) Any special fuel user operating a motor vehicle into this state for
commercial purposes may make application for a trip permit that shall be good
for a period of three consecutive days beginning and ending on the dates
specified on the face of the permit issued, and only for the vehicle for which it is
issued.

(2) Every permit shall identify, as the department may require, the vehicle
for which it is issued and shall be completed in its entirety, signed, and dated by
the operator before operation of the vehicle on the public highways of this state.
Correction of data on the permit such as dates, vehicle license number, or vehicle
identification number invalidates the permit. A violation of, or a failure to
comply with, this subsection is a gross misdemeanor.

(3) For each permit issued, there shall be collected a filing fee of one dollar,
an administrative fee of ten dollars, and an excise tax of nine dollars. Such fees
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and tax shall be in lieu of the special fuel tax otherwise assessable against the
permit holder for importing and using special fuel in a motor vehicle on the
public highways of this state, and no report of mileage shall be required with
respect to such vehicle. Trip permits will not be issued if the applicant has
outstanding fuel taxes, penalties, or interest owing to the state or has had a
special fuel license revoked for cause and the cause has not been removed.

(4) Blank permits may be obtained from field offices of the department of
transportation, ((Washingten—state—patrel;)) department of licensing, or other
agents appointed by the department. The department may appoint county
auditors or businesses as agents for the purpose of selling trip permits to the
public. County auditors or businesses so appointed may retain the filing fee
collected for each trip permit to defray expenses incurred in handling and selling
the permits.

(5) A surcharge of five dollars is imposed on the issuance of trip permits.
The portion of the surcharge paid by motor carriers must be deposited in the
motor vehicle fund for the purpose of supporting vehicle weigh stations, weigh-
in-motion programs, and the commercial vehicle information systems and
networks program. The remaining portion of the surcharge must be deposited in
the motor vehicle fund for the purpose of supporting congestion relief programs.
All other fees and excise taxes collected by the department for trip permits shall
be credited and deposited in the same manner as the special fuel tax collected
under this chapter and shall not be subject to exchange, refund, or credit.

Sec. 26. RCW 82.38.130 and 1998 ¢ 176 s 65 are each amended to read as
follows:

The department may revoke the license of any licensee for any of the
grounds constituting cause for denial of a license set forth in RCW 82.38.120 or
for other reasonable cause. Before revoking such license the department shall
notify the licensee to show cause within twenty days of the date of the notice
why the license should not be revoked: PROVIDED, That at any time prior to
and pending such hearing the department may, in the exercise of reasonable
discretion, suspend such license.

The department shall cancel any special fuel license immediately upon
surrender thereof by the holder.

Any surety on a bond furnished by a licensee as provided in this chapter
shall be released and discharged from any and all liability to the state accruing
on such bond after the expiration of forty-five days from the date which such
surety shall have lodged with the department a written request to be released and
discharged, but this provision shall not operate to relieve, release, or discharge
the surety from any liability already accrued or which shall accrue before the
expiration of the forty-five day period. The department shall promptly, upon
receiving any such request, notify the licensee who furnished the bond, and
unless the licensee, on or before the expiration of the forty-five day period, files
a new bond, in accordance with this section, the department ((ferthwith)) shall
cancel the ((speena—l—ﬁel—dea—le%s—er—speera-l—f&el—uﬁeﬁs)) license.

The department may require a new or additional surety bond of the
character specified in RCW 82.38.020(3) if, in its opinion, the security of the
surety bond therefor filed by such licensee, shall become impaired or inadequate.
Upon failure of the licensee to give such new or additional surety bond within
forty-five days after being requested to do so by the department, or after he or
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she shall fail or refuse to file reports and remit or pay taxes at the intervals fixed
by the department, the department forthwith shall cancel his or her license.

Sec. 27. RCW 82.38.140 and 1998 ¢ 176 s 66 are each amended to read as
follows:

(1) Every licensee and every person importing, manufacturing, refining,
((dealing—in;)) transporting, blending, or storing special fuel in this state shall
keep for a period of not less than five years open to inspection at all times during
the business hours of the day to the department or its authorized representatives,
a complete record of all special fuel purchased or received and all of such
products sold, delivered, or used by them. Such records shall show:

(a) The date of each receipt;

(b) The name and address of the person from whom purchased or received,

(c) The number of gallons received at each place of business or place of
storage in the state of Washington,;

(d) The date of each sale or delivery;

(e) The number of gallons sold, delivered, or used for taxable purposes;

(f) The number of gallons sold, delivered, or used for any purpose not
subject to the tax imposed in this chapter;

(g) The name, address, and special fuel license number of the purchaser if
the special fuel tax is not collected on the sale or delivery;

(h) The inventories of special fuel on hand at each place of business at the
end of each month.

(2)(a) All international fuel tax agreement licensees and dyed special fuel
users authorized to use dyed special fuel on highway in vehicles licensed for
highway operation shall maintain detailed mileage records on an individual
vehicle basis.

(b) Such operating records shall show both on-highway and off-highway
usage of special fuel on a daily basis for each vehicle.

(c) In the absence of operating records that show both on-highway and off-
highway usage of special fuel on a daily basis for each vehicle, fuel consumption
must be computed under RCW 82.38.060.

(3) The department may require a person other than a licensee engaged in
the business of selling, purchasing, distributing, storing, transporting, or
delivering special fuel to submit periodic reports to the department regarding the
disposition of the fuel. The reports must be on forms prescribed by the
department and must contain such information as the department may require.

(4) Every person operating any conveyance for the purpose of hauling,
transporting, or delivering special fuel in bulk shall have and possess during the
entire time the person is hauling special fuel, an invoice, bill of sale, or other
statement showing the name, address, and license number of the seller or
consigner, the destination, name, and address of the purchaser or consignee,
license number, if applicable, and the number of gallons. The person hauling
such special fuel shall at the request of any law enforcement officer or
authorized representative of the department, or other person authorized by law to
inquire into, or investigate those types of matters, produce for inspection such
invoice, bill of sale, or other statement and shall permit such official to inspect
and gauge the contents of the vehicle.
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Sec. 28. RCW 82.38.150 and 1998 ¢ 176 s 67 are each amended to read as
follows:

For the purpose of determining the amount of liability for the tax herein
imposed, and to periodically update license information, each licensee, other
than a special fuel distributor, an international fuel tax agreement licensee, or a
dyed special fuel user, shall file monthly tax reports with the department, on
forms prescribed by the department.

Dyed special fuel users whose estimated yearly tax liability is two hundred
fifty dollars or less, shall file a report yearly, and dyed special fuel users whose
estimated yearly tax liability is more than two hundred fifty dollars, shall file
reports quarterly. Special fuel users licensed under the international fuel tax
agreement shall file reports quarterly. ((Speetal-fuel-distributers)) Heating oil
dealers subject to the pollution liability insurance agency fee and reporting
requirements shall remit pollution liability insurance agency returns and any
associated payment due to the department annually.

The department shall establish the reporting frequency for each applicant at
the time the special fuel license is issued. If it becomes apparent that any
licensee is not reporting in accordance with the above schedule, the department
shall change the licensee's reporting frequency by giving thirty days' notice to
the licensee by mail to the licensee's address of record. A report shall be filed
with the department even though no special fuel was used, or tax is due, for the
reporting period. Each tax report shall contain a declaration by the person
making the same, to the effect that the statements contained therein are true and
are made under penalties of perjury, which declaration shall have the same force
and effect as a verification of the report and is in lieu of such verification. The
report shall show such information as the department may reasonably require for
the proper administration and enforcement of this chapter. ((Eerecountieswithin

! ; tabh i v :)) A licensee
shall file a tax report on or before the twenty-fifth day of the next succeeding
calendar month following the period to which it relates.

Subject to the written approval of the department, tax reports may cover a
period ending on a day other than the last day of the calendar month. Taxpayers
granted approval to file reports in this manner will file such reports on or before
the twenty-fifth day following the end of the reporting period. No change to this
reporting period will be made without the written authorization of the
department.

If the final filing date falls on a Saturday, Sunday, or legal holiday the next
secular or business day shall be the final filing date. Such reports shall be
considered filed or received on the date shown by the post office cancellation
mark stamped upon an envelope containing such report properly addressed to the
department, or on the date it was mailed if proof satisfactory to the department is
available to establish the date it was mailed.

The department, if it deems it necessary in order to insure payment of the
tax imposed by this chapter, or to facilitate the administration of this chapter, has
the authority to require the filing of reports and tax remittances at shorter
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intervals than one month if, in its opinion, an existing bond has become
insufficient.

Sec. 29. RCW 82.38.180 and 1998 ¢ 176 s 71 are each amended to read as
follows:
Any person who has nurchased snemal fuel on Wthh tax has been pard ((a

may ﬁle a clalm w1th the department fora refund of the tax ((se—pard—anel—s—hal—l—be
reimbursed-and-repaid-the-ameuntef)) for:

(1) ((Any)) Taxes previously paid on special fuel used for purposes other
than for the propulsion of motor vehicles upon the public highways in this state.

(2) ((Amy)) Taxes previously paid on special fuel exported for use outside of
this state. Special fuel carried from this state in the fuel tank of a motor vehicle
is deemed to be exported from this state. Special fuel distributed to a federally
recognized Indian tribal reservation located within the state of Washington is not
considered exported outside this state.

(3) ((Any)) Tax, penalty, or interest erroneously or illegally collected or
paid.

(4) ((Any)) Taxes previously paid on all special fuel which is lost or
destroyed, while ((apphieant)) the licensee shall be the owner thereof, through
fire, lightning, flood, wind storm, or explosion.

(5) ((Any)) Taxes previously paid on all special fuel of five hundred gallons
or more which is lost or destroyed while ((appheant)) the licensee shall be the
owner thereof, through leakage or other casualty except evaporation, shrinkage,
or unknown causes.

(6) ((Any)) Taxes previously paid on special fuel that is inadvertently mixed
with dyed special fuel.

Recovery for such loss or destruction under either subsection (4), (5), or (6)
of this section must be susceptible to positive proof thereby enabling the
department to conduct such investigation and require such information as
((they)) it may deem necessary. In the event that the department is not satisfied
that the fuel was lost, destroyed, or contaminated as claimed because
information or proof as required hereunder is not sufficient to substantiate the
accuracy of the claim, ((they)) it may deem such as sufficient cause to deny all
right relating to the refund or credit for the excise tax paid on special fuel alleged
to be lost or destroyed.

No refund or claim for credit shall be approved by the department unless the
gallons of special fuel claimed as nontaxable satisfy the conditions specifically
set forth in this section and the nontaxable event or use occurred during the
period covered by the refund claim. Refunds or claims for credit ((by-selers-or
users—of-speetalfuel)) shall not be allowed for anticipated nontaxable use or

events.

Sec. 30. RCW 82.38.270 and 2003 ¢ 358 s 14 are each amended to read as
follows:

(1) It is unlawful for a person or corporation to:

(a) Have dyed diesel in the fuel supply tank of a vehicle that is licensed or
required to be licensed for highway use or maintain dyed diesel in bulk storage
for highway use, unless the person or corporation maintains an uncanceled dyed
diesel user license or is otherwise exempted by this chapter;
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(b) Evade a tax or fee imposed under this chapter;

(c) File a false statement of a material fact on a special fuel license
application or special fuel refund application;

(d) Act as a special fuel importer, special fuel blender, or special fuel
supplier unless the person holds an uncanceled special fuel license issued by the
department authorizing the person to engage in that business;

(e) Knowingly assist another person to evade a tax or fee imposed by this
chapter;

(f) Knowingly operate a conveyance for the purpose of hauling,
transporting, or delivering special fuel in bulk and not possess an invoice, bill of
sale, or other statement showing the name, address, and tax license number of
the seller or consignor, the destination, the name, address, and tax license
number of the purchaser or consignee, and the number of gallons.

(2)(a) A single violation of subsection (1)(a) of this section is a gross
misdemeanor under chapter 9A.20 RCW.

(b) Multiple violations of subsection (1)(a) of this section and violations of
subsection (1)(b) through (f) of this section are a class C felony under chapter
9A.20 RCW.

(3) In addition to other penalties and remedies provided by law, the court
shall order a person or corporation found guilty of violating subsection (1)(b)
through (f) of this section to:

(a) Pay the tax or fee evaded plus interest, commencing at the date the tax or
fee was first due, at the rate of twelve percent per year, compounded monthly;
and

(b) Pay a penalty of one hundred percent of the tax evaded, to the
multimodal transportation account of the state.

(4) The tax imposed by this chapter is held in trust by the licensee until paid
to the department, and a licensee who appropriates the tax to his or her own use
or to any use other than the payment of the tax on the due date as prescribed in
this chapter is guilty of a felony or gross misdemeanor in accordance with the
theft and anticipatory provisions of Title 9A RCW. A person, partnership,
corporation, or corporate officer who fails to pay to the department the tax
imposed by this chapter is personally liable to the state for the amount of the tax.

Sec. 31. RCW 82.38.310 and 1995 ¢ 320 s 3 are each amended to read as
follows:

a—l——BﬁtHet—Geuft—Ne—GILQHMQ—)) ( 1) The governor may enter into an

agreement with any federally recognized Indian tribe located on a reservation
within this state regarding special fuel taxes included in the price of fuel
delivered to a retail station wholly owned and operated by a tribe, tribal
enterprise, or tribal member licensed by the tribe to operate a retail station
located on reservation or trust property. The agreement may provide mutually
agreeable means to address any tribal immunities or any preemption of the state

special fuel tax.
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(2) The provisions of this section do not repeal existing state/tribal fuel tax
agreements or consent decrees in existence on the effective date of this act. The
state and the tribe may agree to substitute an agreement negotiated under this
section for an existing agreement or consent decree, or to enter into an
agreement using a methodology similar to the state/tribal fuel tax agreements in
effect on the effective date of this act.

(3) If a new agreement is negotiated, the agreement must:

(a) Require that the tribe or the tribal retailer acquire all special fuel only
from persons or companies operating lawfully in accordance with this chapter as
a special fuel distributor, supplier, importer, or blender, or from a tribal
distributor, supplier, importer, or blender lawfully doing business according to
all applicable laws;

(b) Provide that the tribe will expend fuel tax proceeds or equivalent

amounts on: Planning, construction, and maintenance of roads, bridges, and
boat ramps; transit services and facilities; transportation planning; police
services; and other highway-related purposes;

(¢) Include provisions for audits or other means of ensuring compliance to
certify the number of gallons of special fuel purchased by the tribe for resale at
tribal retail stations, and the use of fuel tax proceeds or their equivalent for the
purposes identified in (b) of this subsection. Compliance reports must be
delivered to the director of the department of licensing.

(4) Information from the tribe or tribal retailers received by the state or open
to state review under the terms of an agreement shall be deemed personal
information under RCW 42.56.230(3)(b) and exempt from public inspection and
copying.

(5) The governor may delegate the power to negotiate fuel tax agreements to
the department of licensing.

(6) The department of licensing shall prepare and submit an annual report to
the legislature on the status of existing agreements and any ongoing negotiations
with tribes.

Sec. 32. RCW 82.38.320 and 1998 ¢ 176 s 83 are each amended to read as
follows:

(1) An international fuel tax agreement licensee who meets the
qualifications in subsection (2) of this section may be given special authorization
by the department to purchase special fuel delivered into bulk storage without
payment of the special fuel tax at the time the fuel is purchased. The special
authorization applies only to full truck-trailer loads filled at a terminal rack and
delivered directly to the bulk storage facilities of the special authorization
holder. The licensee shall pay special fuel tax on the fuel at the time the licensee
files their international fuel tax agreement tax return and accompanying schedule
with the department. The accompanying schedule shall be provided in a form
and manner determined by the department and shall contain information on
purchases and usage of all nondyed special fuel purchased during the reporting
period. In addition, by the fifteenth day of the month following the month in
which fuel under the special authorization was purchased, the licensee must
report to the department, the name of the seller and the number of gallons
purchased for each purchase of such fuel, and any other information as the
department may require.
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(2) To receive or maintain special authorization under subsection (1) of this
section, the following conditions regarding the international fuel tax agreement
licensee must apply:

(a) During the period encompassing the four consecutive calendar quarters
immediately preceding the fourth calendar quarter of the previous year, the
number of gallons consumed outside the state of Washington as reported on the
licensee's international fuel tax agreement tax returns must have been equal to at
least twenty percent of the nondyed special fuel gallons, including fuel used on-
road and off-road, purchased by the licensee in the state of Washington, as
reported on the accompanying schedules required under subsection (1) of this
section;

(b) The licensee must have been licensed under the provisions of the
international fuel tax agreement during each of the four consecutive calendar
quarters immediately preceding the fourth calendar quarter of the previous year;
and

(c) The licensee has not violated the reporting requirements of this section.

(3) Only a licensed special fuel supplier or special fuel importer may sell
special fuel to a special authorization holder in the manner prescribed by this
section.

(4) A special fuel ((distributer)) supplier or importer who sells special fuel

under the special authorization provisions of this section is not liable for the

spemal fuel tax on the fuel ((By-thefifteenth-day-of-the-month following the

mfem&&eﬂ—&s—t-he—depafmaeﬂ{—may—feque)) The spemal fuel suppher or
importer will report such sales, in a manner prescribed by the department, at the
tlme the special fuel suppher or 1mporte 1 submits the monthly tax report.

NEW SECTION. Sec. 33. A new section is added to chapter 82.38 RCW to
read as follows:

It is the intent and purpose of this chapter that the tax shall be imposed at the
time and place of the first taxable event and upon the first taxable person within
this state. Any person whose activities would otherwise require payment of the
tax imposed by RCW 82.38.030 but who is exempt from the tax nevertheless has
a precollection obligation for the tax that must be imposed on the first taxable
event within this state. Failure to pay the tax with respect to a taxable event shall
not prevent tax liability from arising by reason of a subsequent taxable event.

NEW SECTION. Sec. 34. The following acts or parts of acts are each
repealed:
(1) RCW 82.36.042 (Notice by supplier of distributor's failure to pay tax—

License suspension—Notice to suppliers—Revocation or suspension upon
continued noncompliance) and 1998 ¢ 176 s 14;
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(2) RCW 82.36.273 (Refunds to licensee for fuel purchased by exempt
person—Exception—Invoice or proof) and 1998 ¢ 176 s 35;

(3) RCW 82.36.305 (Refunds to dealer delivering fuel exclusively for
marine use—Limitations—Supporting certificate) and 1965 ex.s. ¢ 79 s 12 &
1961 ¢ 15 5 82.36.305;

(4) RCW 82.36.360 (Separate invoices for nontaxed fuel) and 1961 ¢ 15 s
82.36.360;

(5) RCW 82.36.373 (Refund for worthless accounts receivable—Rules—
Apportionment after receipt) and 1998 ¢ 176 s 43;

(6) RCW 82.36.407 (Tax liability of user—Payment—Exceptions) and
1998 ¢ 176 s 48;

(7) RCW 82.38.070 (Credit for sales for which no consideration was
received—Report—Adjustment) and 1998 ¢ 176 s 58, 1990 ¢ 250 s 83, & 1971
ex.s.c175s8;

(8) RCW 82.38.071 (Refund for worthless accounts receivable—Rules—
Apportionment after receipt) and 1998 ¢ 176 s 59;

(9) RCW 82.38.081 (Exemptions—Motor vehicle fuel used for racing) and
1998 ¢ 115 s 6;

(10) RCW 82.38.185 (Refunds—Tax paid purchased by exempt person—
Application) and 1998 ¢ 176 s 73;

(11) RCW 82.38.285 (Tax liability of user—Exceptions) and 1998 ¢ 176 s
81; and

(12) RCW 82.38.165 (Notice by supplier of distributor's failure to pay tax—
License suspension—Notice to suppliers—Revocation or suspension upon
continued noncompliance) and 1998 ¢ 176 s 69.

NEW SECTION. Sec. 35. 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. 36. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and takes effect immediately.

Passed by the Senate April 22, 2007.

Passed by the House April 21, 2007.

Approved by the Governor May 15, 2007, with the exception of certain
items that were vetoed.

Filed in Office of Secretary of State May 16, 2007.

Note: Governor's explanation of partial veto is as follows:
"I am returning, without my approval as to Section 7, Senate Bill 5272 entitled:
"AN ACT Relating to the administration of fuel taxes."

This bill eliminates current statutory language from state motor vehicle and special fuel tax statutes
declaring that motor vehicle and special fuel taxes are imposed on the end user. It also authorizes the
Governor, or the gubernatorial designee, to enter into fuel tax compact agreements with federally
recognized tribes operating or licensing retail stations on reservations or trust lands.

Section 7 of the bill limits the handling loss for fuel to licensed suppliers and licensed importers.
Without Section 7, fuel distributors retain the handling loss that had been available to them prior to
the passage of this legislation. The handling loss allowance is provided as an offset for evaporation
and shrinkage that occurs in the transfer of fuel from the terminal racks to fuel tank trucks.

[2437]



Ch. 515 WASHINGTON LAWS, 2007

For these reasons, I have vetoed Section 7 of Senate Bill 5272.

With the exception of Section 7, Senate Bill 5272 is approved."

CHAPTER 516
[Substitute Senate Bill 5412]
TRANSPORTATION
AN ACT Relating to clarifying goals, objectives, and responsibilities of certain transportation
agencies; amending RCW 47.01.011, 47.01.012, 47.01.071, 47.01.075, 47.05.030, 47.05.035,
47.06.020, 47.06.050, 47.06.140, and 35.95A.120; adding a new section to chapter 47.04 RCW;

adding a new section to chapter 47.01 RCW; creating a new section; recodifying RCW 47.01.012;
and repealing RCW 47.01.370, 47.05.051, and 47.06.030.

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

NEW SECTION. Sec. 1. The legislature finds and declares that the citizens
of the state expect clear and concise goals, objectives, and responsibilities
regarding the operation of the statewide transportation system. Furthermore, the
state's citizens expect that the state periodically receive clear and streamlined
information that measures whether the goals and objectives are being satisfied.
Therefore, it is the intent of the legislature that this act serve to clarify existing
goals, objectives, and responsibilities related to the operation of an efficient
statewide transportation system.

Sec. 2. RCW 47.01.011 and 1977 ex.s. ¢ 151 s 1 are each amended to read
as follows:

The legislature hereby recognizes the following imperative needs within the
state: To create a statewide transportation development plan which identifies
present status and sets goals for the future; to coordinate transportation modes;
to promote and protect land use programs required in local, state, and federal
law; to coordinate transportation with the economic development of the state; to
supply a broad framework in which regional, metropolitan, and local
transportation needs can be related; to facilitate the supply of federal and state
aid to those areas which will most benefit the state as a whole; to provide for
public involvement in the transportation planning and development process; to
administer programs within the jurisdiction of this title relating to the safety of
the state's transportation systems; and to coordinate and implement national
transportation policy with the state transportation planning program.

The legislature finds and declares that placing all elements of transportation
in a single department is fully consistent with and shall in no way impair the use
of moneys in the motor vehicle fund exclusively for highway purposes.

Through this chapter, a unified department of transportation is created. To
the jurisdiction of this department will be transferred the present powers, duties,
and functions of the department of highways, the highway commission, the toll
bridge authority, the aeronautics commission, and the canal commission, and the
transportation related powers, duties, and functions of the planning and
community affairs agency. The powers, duties, and functions of the department
of transportation must be performed in a manner consistent with the policy goals
set forth in RCW 47.01.012 (as recodified by this act).

Sec. 3. RCW 47.01.012 and 2002 ¢ 5 s 101 are each amended to read as
follows:
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(1) It is the intent of the legislature to establish policy goals for the planning,
operation, performance of, and investment in, the state's transportation system.
The policy goals ((shaH—eensrst—ef—bﬂt—ﬂot—be—}ﬂmted—te—the—feﬂewﬁg))
established under this section are deemed consistent with the benchmark
categories((;)) adopted by the state's blue ribbon commission on transportation

on November 30, 2000. ((ln-addition-te-imprevingsafety;)) Public investments
in transportation ((shall)) should support achievement of these ((and—ether

priefity)) pohcy goals

(a) Preservation: To maintain, preserve, and extend the life and utility of

prior investments in transportation systems and services;

(b) Safety: To provide for and improve the safety and security of
transportation customers and the transportation system;

(c) Mobility: To improve the predictable movement of goods and people
throughout Washington state;

d) Environment: To enhance Washington's quality of life through
transportation investments that promote energy conservation, enhance healthy
communities, and protect the environment; and

(e) Stewardship: To continuously improve the quality, effectiveness, and
efficiency of the transportation system.

(2) The powers, duties. and functions of state transportation agencies must
be performed in a manner consistent with the policy goals set forth in subsection
(1) of this section.

(3) These policy goals ((shalt)) are intended to be the basis for
((establishment-of)) establishing detailed and measurable objectives and related
performance ((benchmarks)) measures.

(4) It is the intent of the legislature that the ((transpertation-eommission))

office of financial management establish objectives and performance measures
for the department of transportation and other state agencies with transportation-

related responsibilities to ensure transportation system performance at local,
reglonal and state government levels((—&nd—the—traﬂspeﬁ&ﬁeﬂ—eemmﬁﬁeﬂ
progresses toward the attainment of the policy goals set forth in subsectlon (1) of
this section. The office of financial management shall submit initial objectives

and performance measures to the legislature for its review and shall provide
copies of the same to the commission during the 2008 legislative session. The
office of financial management shall submit objectives and performance
measures to the legislature for its review and shall provide copies of the same to
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the commission during each regular session of the legislature during an even-
numbered year thereafter.

(5) This section does not create a private right of action.

Sec. 4. RCW 47.01.071 and 2006 ¢ 334 s 3 are each amended to read as
follows:

The transportation commission shall have the following functions, powers,
and duties:

(1) To propose policies to be adopted by the governor and the legislature
designed to assure the development and maintenance of a comprehensive and
balanced statewide transportation system which will meet the needs of the
people of this state for safe and efficient transportation services. Wherever
appropriate, the policies shall provide for the use of integrated, intermodal

transportatlon systems ((te—mp}emeﬂt—ﬂ&e—seekal—eeeﬂemm—&ﬁd—eﬁﬂfeﬂmeﬂta%

pohcles must be ahgned w1th the goals estabhshed in RCW 47 01 0.12 (as

recodified by this act). To this end the commission shall:

(a) Develop transportation policies which are based on the policies, goals,
and objectives expressed and inherent in existing state laws;

(b) Inventory the adopted policies, goals, and objectives of the local and
area-wide governmental bodies of the state and define the role of the state,
regional, and local governments in determining transportation policies, in
transportation planning, and in implementing the state transportation plan;

(c) ((Preﬁese—a—tmnspeﬁaﬁeﬁ—pehey—feﬁhe—sta%e;

€d))) Establish a procedure for review and revision of the state
transportation policy and for submission of proposed changes to the governor
and the legislature; and

((¢e)Fo)) (d) Integrate the statewide transportation plan with the needs of
the elderly and ((handieapped)) persons with disabilities, and ((te)) coordinate
federal and state programs directed at assisting local governments to answer
such needs;

(2) To provide for the effective coordination of state transportation planning
with national transportation policy, state and local land use policies, and local
and regional transportation plans and programs;

(3) In conjunction with the provisions under RCW 47.01.075, to provide for
public involvement in transportation designed to elicit the public's views both
with respect to adequate transportation services and appropriate means of
minimizing adverse social, economic, environmental, and energy impact of
transportation programs;

(4) By December 2010, to prepare a comprehensive and balanced statewide
transportation plan ((which—shall—be)) consistent with the state's growth
management goals and based on the transportation policy ((adepted—by—the

5)) goals provided under RCW 47.01.012 (as
recodified by this act) and applicable state and federal laws. The plan must
reflect the priorities of government developed by the office of financial
management and address regional needs, including multimodal transportation
planning. The plan must, at a minimum: (a) Establish a vision for the
development of the statewide transportation system: (b) identify significant
statewide transportation policy issues; and (c) recommend statewide
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transportation policies and strategies to the legislature to fulfill the requirements
of subsection (1) of this section. The plan must be the product of an ongoing

process that involves representatives of significant transportation interests and
the general public from across the state. Every four years, the plan shall be

reviewed and revised, and submitted to the governor and the house of
representatives and senate sta

nding comm

ittees on transportation((;-prier-te-each

The plan shall take into account federal law and regulations relating to the
planning, construction, and operation of transportation facilities;

(5) By December 2007, the office of financial management shall submit a
baseline report on the progress toward attaining the policy goals under RCW
47.01.012 (as recodified by this act) in the 2005-2007 fiscal biennium. By
October 1, 2008, beginning with the development of the 2009-2011 biennial
transportation budget, and by October 1st biennially thereafter, the office of
financial management shall submit to the legislature and the governor a report
on the progress toward the attainment by state transportation agencies of the
state transportation policy goals and objectives prescribed by statute,
appropriation, and governor directive. The report must, at a minimum, include
the degree to which state transportation programs have progressed toward the
attainment of the policy goals established under RCW 47.01.012 (as recodified
by this act), as measured by the objectives and performance measures

established by the office of financial management under RCW 47.01.012 (as
recodified by this act);

(6) To propose to the governor and the legislature prior to the convening of
each regular session held in an odd-numbered year a recommended budget for
the operations of the commission as required by RCW 47.01.061;

((66))) (1) To adopt such rules as may be necessary to carry out reasonably
and properly those functions expressly vested in the commission by statute;

() (8) To contract with the office of financial management or other
appropriate state agencies for administrative support, accounting services,
computer services, and other support services necessary to carry out its other
statutory duties;

((68))) (9) To conduct transportation-related studies and policy analysis to
the extent directed by the legislature or governor in the biennial transportation
budget act, or as otherwise provided in law, and subject to the availability of
amounts appropriated for this specific purpose; and

((9))) (10) To exercise such other specific powers and duties as may be
vested in the transportation commission by this or any other provision of law.

Sec. 5. RCW 47.01.075 and 2006 ¢ 334 s 4 are each amended to read as
follows:

(1) The transportation commission shall provide a public forum for the
development of transportation policy in Washington state to include
coordination with regional transportation planning organizations, transportation
stakeholders, counties, cities, and citizens. ((
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eitizenry-)) At least every five years, the commission shall convene regional
forums to gather citizen input on transportation issues. The commission shall
consider the input gathered at the forums as it establishes the statewide
transportation plan under RCW 47.01.071(4).

3))) In fulfilling its responsibilities under this section, the commission may
create ad hoc committees or other such committees of limited duration as
necessary.

() (3) In order to promote a better transportation system, the
commission ((shall)) may offer policy guidance and make recommendations to
the governor and the legislature in key issue areas, including but not limited to:

(a) Transportation finance;

(b) Preserving, maintaining, and operating the statewide transportation
system;

(c) Transportation infrastructure needs;

(d) Promoting best practices for adoption and use by transportation-related
agencies and programs;

(e) Transportation efficiencies that will improve service delivery and/or
coordination;

(f) Improved planning and coordination among transportation agencies and
providers; and

(g) Use of intelligent transportation systems and other technology-based
solutions((;-and

Reporti ).

NEW SECTION. Sec. 6. A new section is added to chapter 47.01 RCW to
read as follows:

To support achievement of the policy goals described in RCW 47.01.012,
the department shall:

(1) Maintain an inventory of the condition of structures and corridors in
most urgent need of retrofit or rehabilitation;

(2) Develop long-term financing tools that reliably provide ongoing
maintenance and preservation of the transportation infrastructure;
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(3) Balance system safety and convenience through all phases of a project to
accommodate all users of the transportation system to safely, reliably, and
efficiently provide mobility to people and goods;

(4) Develop strategies to gradually reduce the per capita vehicle miles
traveled based on consideration of a range of reduction methods;

(5) Consider efficiency tools, including high-occupancy vehicle and high-
occupancy toll lanes, corridor-specific and systemwide pricing strategies, active
traffic management, commute trip reduction, and other demand management
tools;

(6) Promote integrated multimodal planning; and

(7) Consider engineers and architects to design environmentally sustainable,
context-sensitive transportation systems.

Sec. 7. RCW 47.05.030 and 2006 ¢ 334 s 45 are each amended to read as
follows:

(1) The ((transpertation-commission)) office of financial management shall

((develop)) propose a comprehensive ten-year investment program ((speeifying
)) for the preservation and

improvement programs defined in this section, consistent with the policy goals
described under RCW 47.01.012 (as recodified by this act). The ((adepted))

proposed ten-year investment program must be forwarded as a recommendation
((te)) by the ((geveﬂ&er—aﬂd)) office of ﬁnanmal management to the leglslature

pfegfam)) must be based upon the needs 1dent1ﬁed in the ((state—ewned—thghway
)) statewide ((eemprehensive)) transportation plan established

under RCW 47.01.071(4).
(D)) (2) The preservation program consists of those investments necessary
to preserve the existing state highway system and to restore existing safety
features glvmg con81derat10n to lowest life cycle costlng ((T—he—pfesefvatxen

2))) (3) The improvement program consists of investments needed to
address 1dent1ﬁed deﬁc1enc1es on the state hlghway system to ((mefease
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apprepriate)) meet the goals established in RCW 47.01.012 (as recodified by this
act).

Sec. 8. RCW 47.05.035 and 2006 ¢ 334 s 46 are each amended to read as
follows:

(1) The department shall use the transportation demand modeling tools
developed under subsection (2) of this section to evaluate investments based on
the best mode or improvement, or mix of modes and improvements, to meet
current and future long-term demand within a corridor or system for the lowest
cost. The end result of these demand modeling tools is to provide a cost-benefit
analysis by which the department can determine the relative mobility
improvement and congestion relief each mode or improvement under
consideration will provide and the relative investment each mode or
improvement under consideration will need to achieve that relief.

(2) The department will participate in the refinement, enhancement, and
application of existing transportation demand modeling tools to be used to
evaluate investments. This participation and use of transportation demand
modeling tools will be phased in.

Sec. 9. RCW 47.06.020 and 1993 ¢ 446 s 2 are each amended to read as
follows:

The specific role of the department in transportation planning ((shaH)) must
be. consistent with the policy goals described under RCW 47.01.012 (as
recodified by this act): (1) Ongoing coordination and development of statewide
transportation policies that guide all Washington transportation providers; (2)
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ongoing development of a statewide multimodal transportation plan that
includes both state-owned and state-interest facilities and services; (3)
coordinating the state high-capacity transportation planning and regional
transportation planning programs; ((and)) (4) conducting special transportation
planning studies that impact state transportation facilities or relate to
transportation facilities and services of statewide significance; and (5) assisting
the transportation commission in the development of the statewide transportation
plan required under RCW 47.01.071(4). Specific requirements for each of these
state transportation planning components are described in this chapter.

Sec. 10. RCW 47.06.050 and 2002 ¢ 5 s 413 are each amended to read as
follows:

The state-owned facilities component of the statewide multimodal
transportation plan shall consist of:

(1) The state highway system plan, which identifies program and financing
needs and recommends specific and financially realistic improvements to
preserve the structural integrity of the state highway system, ensure acceptable
operating conditions, and provide for enhanced access to scenic, recreational,
and cultural resources. The state highway system plan shall contain the
following elements:

(a) A system preservation element, which shall establish structural
preservation objectives for the state highway system including bridges, identify
current and future structural deficiencies based upon analysis of current
conditions and projected future deterioration, and recommend program funding
levels and specific actions necessary to preserve the structural integrity of the
state highway system consistent with adopted objectives. Lowest life cycle cost
methodologies must be used in developing a pavement management system.
This element shall serve as the basis for the preservation component of the six-
year highway program and the two-year biennial budget request to the
legislature;

(b) A highway maintenance element, establishing service levels for highway

maintenance on state-owned highways ((%hat—meet—beﬂehmafks—est&bkshed—by
the—transpertation—eommissienr)). The highway maintenance element must

include an estimate of costs for achieving those service levels over twenty years.
This element will serve as the basis for the maintenance component of the six-
year highway program and the two-year biennial budget request to the
legislature;

(c) A capacity and operational improvement element, which shall establish
operational objectives, including safety considerations, for moving people and
goods on the state highway system, identify current and future capacity,
operational, and safety deficiencies, and recommend program funding levels and
specific improvements and strategies necessary to achieve the operational
objectives. In developing capacity and operational improvement plans the
department shall first assess strategies to enhance the operational efficiency of
the existing system before recommending system expansion. Strategies to
enhance the operational efficiencies include but are not limited to access
management, transportation system management, demand management, and
high-occupancy vehicle facilities. The capacity and operational improvement
element must conform to the state implementation plan for air quality and be
consistent with regional transportation plans adopted under chapter 47.80 RCW,
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and shall serve as the basis for the capacity and operational improvement
portions of the six-year highway program and the two-year biennial budget
request to the legislature;

(d) A scenic and recreational highways element, which shall identify and
recommend designation of scenic and recreational highways, provide for
enhanced access to scenic, recreational, and cultural resources associated with
designated routes, and recommend a variety of management strategies to protect,
preserve, and enhance these resources. The department, affected counties, cities,
and towns, regional transportation planning organizations, and other state or
federal agencies shall jointly develop this element;

(e) A paths and trails element, which shall identify the needs of
nonmotorized transportation modes on the state transportation systems and
provide the basis for the investment of state transportation funds in paths and
trails, including funding provided under chapter 47.30 RCW.

(2) The state ferry system plan, which shall guide capital and operating
investments in the state ferry system. The plan shall establish service objectives
for state ferry routes, forecast travel demand for the various markets served in
the system, develop strategies for ferry system investment that consider regional
and statewide vehicle and passenger needs, support local land use plans, and
assure that ferry services are fully integrated with other transportation services.
The plan must provide for maintenance of capital assets. The plan must also
provide for preservation of capital assets based on lowest life cycle cost
methodologies. The plan shall assess the role of private ferries operating under
the authority of the utilities and transportation commission and shall coordinate
ferry system capital and operational plans with these private operations. The
ferry system plan must be consistent with the regional transportation plans for
areas served by the state ferry system, and shall be developed in conjunction
with the ferry advisory committees.

Sec. 11. RCW 47.06.140 and 1998 ¢ 171 s 7 are each amended to read as
follows:

The legislature declares the following transportation facilities and services
to be of statewide significance: Highways of statewide significance as
designated by the legislature under chapter 47.05 RCW, the interstate highway
system, interregional state principal arterials including ferry connections that
serve statewide travel, intercity passenger rail services, intercity high-speed
ground transportation, major passenger intermodal terminals excluding all
airport facilities and services, the freight railroad system, the Columbia/Snake
navigable river system, marine port facilities and services that are related solely
to marine activities affecting international and interstate trade, and high-capacity
transportation systems serving regions as defined in RCW 81.104.015. The
department, in cooperation with regional transportation planning organizations,
counties, cities, transit agencies, public ports, private railroad operators, and
private transportation providers, as appropriate, shall plan for improvements to
transportation facilities and services of statewide significance in the statewide
multimodal transportation plan. Improvements to facilities and services of
statewide significance identified in the statewide multimodal transportation plan,

or to highways of statewide significance designated by the legislature under
chapter 47.05 RCW, are essential state public facilities under RCW 36.70A.200.
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The department of transportation, in consultation with local governments,
shall set level of service standards for state highways and state ferry routes of
statewide significance. Although the department shall consult with local
governments when setting level of service standards, the department retains
authority to make final decisions regarding level of service standards for state
highways and state ferry routes of statewide significance. In establishing level
of service standards for state highways and state ferry routes of statewide
significance, the department shall consider the necessary balance between
providing for the free interjurisdictional movement of people and goods and the
needs of local communities using these facilities.

Sec. 12. RCW 35.95A.120 and 2003 ¢ 147 s 14 are each amended to read
as follows:

(1) Except as provided in subsection (2) of this section, the city
transportation authority may be dissolved by a vote of the people residing within
the boundaries of the authority if the authority is faced with significant financial
problems. However, the authority may covenant with holders of its bonds that it
may not be dissolved and shall continue to exist solely for the purpose of
continuing to levy and collect any taxes or assessments levied by it and pledged
to the repayment of debt and to take other actions, including the appointment of
a trustee, as necessary to allow it to repay any remaining debt. No such debt
may be incurred by the authority on a project until thirty days after a final
environmental impact statement on that project has been issued as required by
chapter 43.21C RCW. The amount of the authority's initial bond issue is limited
to the amount of the project costs in the subsequent two years as documented by
a certified engineer or by submitted bids, plus any reimbursable capital expenses
already incurred at the time of the bond issue. The authority may size the first
bond issue consistent with the internal revenue service five-year spend down
schedule if an independent financial advisor recommends such an approach is
financially advisable. Any referendum petition to dissolve the city
transportation authority must be filed with the city council and contain
provisions for dissolution of the authority. Within seven days, the city
prosecutor must review the validity of the petition and submit its report to the
petitioner and city council. If the petitioner's claims are deemed valid by the city
prosecutor, within ten days of the petitioner's filing, the city council will confer
with the petitioner concerning the form and style of the petition, issue an
identification number for the petition, and write a ballot title for the measure.
The ballot title must be posed as a question and an affirmative vote on the
measure results in authority retention and a negative vote on the measure results
in the authority's dissolution. The petitioner will be notified of the identification
number and ballot title within this ten-day period.

After this notification, the petitioner has ninety days in which to secure on
petition forms, the signatures of not less than fifteen percent of the registered
voters in the authority area and to file the signed petitions with the filing officer.
Each petition form must contain the ballot title and the full text of the measure to
be referred. The filing officer will verify the sufficiency of the signatures on the
petitions. If sufficient valid signatures are properly submitted, the filing officer
shall submit the initiative to the authority area voters at a general or special
election held on one of the dates provided in RCW ((29-43-648)) 29A.04.321 as
determined by the city council, which election will not take place later than one
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hundred twenty days after the signed petition has been filed with the filing
officer.

(2) A city transportation authority is dissolved and terminated if all of the

following events occur before or after the effective date of this section:
(a) A majority of the qualified electors voting at a regular or special election
determine that new public monorail transportation facilities must not be built;
(b) The governing body of the authority adopts a resolution and publishes a
notice of the proposed dissolution at least once every week for three consecutive
weeks in a newspaper of general circulation published in the authority area. The
resolution and notice must:

(i) Describe information that must be included in a notice of claim against

the authority including, but not limited to, any claims for refunds of special
motor vehicle excise tax levied under RCW 35.95A.080 and collected by or on

behalf of the authority;
(ii) Provide a mailing address where a notice of claim may be sent;

(iii) State the deadline, which must be at least ninety days from the date of
the third publication, by which the authority must receive a notice of claim; and

(iv) State that a claim will be barred if a notice of claim is not received by
the deadline:

¢) The authority resolves all claims timely made under (b) of this
subsection; and

(d) The governing body adopts a resolution (i) finding that the conditions of
(a) through (¢) of this subsection have been met and (ii) dissolving and
terminating the authority.

3) A claim against a city transportation authority is barred if (a) a claimant
does not deliver a notice of claim to the authority by the deadline stated in
subsection (2)(b)(iii) of this section or (b) a claimant whose claim was rejected

by the authority does not commence a proceeding to enforce the claim within
sixty days from receipt of the rejection notice. For purposes of this subsection,

"claim" includes, but is not limited to, any right to payment, whether liquidated,
unliquidated, fixed, contingent, matured, unmatured, disputed, undisputed, legal,
equitable, secured, or unsecured, or the right to an equitable remedy for breach
of performance if the breach gives rise to a right to payment, whether or not the
right to an equitable remedy is fixed, contingent, matured, unmatured, disputed.

undisputed, secured, or unsecured, including, but not limited to, any claim for a
refund of special motor vehicle excise tax levied under RCW 35.95A.080 and

collected by or on behalf of the authority.

(4) The governing body of the authority may transfer any net assets to one
or _more other political subdivisions with instructions as to their use or
disposition. The governing body shall authorize this transfer in the resolution

that dissolves and terminates the authority under subsection (2)(d) of this

section.

(5) Upon the dissolution and termination of the authority, the former
officers, directors, employees. and agents of the authority shall be immune from
personal liability in connection with any claims brought against them arising

from or relating to their service to the authority, and any claim brought against
any of them is barred.

(6) Upon satisfaction of the conditions set forth in subsection (2)(a) and (b)
of this section, the terms of all members of the governing body of the city
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transportation authority, whether elected or appointed, who are serving as of the
date of the adoption of the resolution described in subsection (2)(b) of this
section, shall be extended, and incumbent governing body members shall remain
in office until dissolution of the authority, notwithstanding any provision of any
law to the contrary.

NEW SECTION. Sec. 13. The following acts or parts of acts are each
repealed:

(1) RCW 47.01.370 (Review of performance and outcome measures of
transportation-related agencies—Definition) and 2006 ¢ 334 s 44;

(2) RCW 47.05.051 (Ten-year comprehensive investment program—
Priority selection criteria—Improvement program criteria) and 2006 ¢ 334 s 47,
2005 ¢ 3195 11,2002 ¢ 189 53,2002 c 55406,1998 c 1755 12,1993 c490s 5,
1987 ¢ 1795s5,1979 ex.s.c 122 s 5, & 1975 1stex.s. ¢ 143 s 4; and

(3) RCW 47.06.030 (Transportation policy plan) and 1997 ¢ 369 s 8 and
1993 ¢ 446 s 3.

NEW SECTION. Sec. 14. RCW 47.01.012 is recodified as a section in
chapter 47.04 RCW.

Passed by the Senate April 18, 2007.

Passed by the House April 17, 2007.

Approved by the Governor May 15, 2007.

Filed in Office of Secretary of State May 16, 2007.

CHAPTER 517
[Engrossed Substitute Senate Bill 6099]
STATE ROUTE NUMBER 520
AN ACT Relating to the state route number 520 bridge replacement and HOV project;

amending RCW 47.01.380; adding new sections to chapter 47.01 RCW; creating a new section; and
declaring an emergency.

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

NEW SECTION. Sec. 1. The legislature finds that the replacement of the
vulnerable state route number 520 corridor is a matter of urgency for the safety
of Washington's traveling public and the needs of the transportation system in
central Puget Sound. The state route number 520 floating bridge is susceptible
to damage, closure, or even catastrophic failure from earthquakes, windstorms,
and waves. Additionally, the bridge serves as a vital route for vehicles to cross
Lake Washington, carrying over three times its design capacity in traffic,
resulting in more than seven hours of congestion per day.

Therefore, it is the conclusion of the legislature that time is of the essence,
and that Washington state cannot wait for a disaster to make it fully appreciate
the urgency of the need to replace this vulnerable structure. The state must take
the necessary steps to move forward with a state route number 520 bridge
replacement project design that provides six total lanes, with four general
purpose lanes and two lanes that are for high-occupancy vehicle travel that could
also accommodate high capacity transportation, and the bridge shall also be
designed to accommodate light rail in the future. High-occupancy vehicle lanes
in the state route 520 corridor must also be able to support a bus rapid transit
system.
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NEW SECTION. Sec. 2. A new section is added to chapter 47.01 RCW to
read as follows:

(1) As soon as practicable after the effective date of this act, and after
consulting with the city of Seattle, the office of financial management shall hire
a mediator, and appropriate planning staff, including urban, transportation, and
neighborhood planners, to develop a state route number 520 project impact plan
for addressing the impacts of the state route number 520 bridge replacement and
HOV project design on Seattle city neighborhoods, parks, including the
Washington park arboretum, and institutions of higher education. The mediator
must have significant professional experience in working with communities that
surround major transportation construction projects, and mitigating the impacts
of those transportation projects on those communities. The office of financial
management shall hire the mediator and the planning staff within existing
appropriations allocated for the state route number 520 bridge replacement and
HOV project. The position of mediator under this section is not considered a
certified or legally binding position.

(2) The mediator's responsibility to develop a project impact plan is highly
time sensitive. As a result, competitive bidding is not cost-effective or
appropriate for personal service contracts to hire the mediator. The director of
the office of financial management shall, by the director's authority under RCW
39.29.011(5), exempt any such personal service contract from the competitive
bidding requirements of chapter 39.29 RCW.

(3) In evaluating the project impacts, the mediator must consider the
concerns of neighborhoods and institutions of higher education directly
impacted by the proposed design, establish a process that incorporates interest-
based negotiation, and work with the appropriate planning staff to develop
mitigation recommendations related to the project design. The mediator shall
work to ensure that the project impact plan provides a comprehensive approach
to mitigating the impacts of the project, including incorporating construction
mitigation plans.

(4) The ultimate goal of the mediation and planning process established in
subsection (1) of this section is to develop a project impact plan agreed to by all
appropriate parties including, but not limited to, those parties listed in subsection
(6) of this section. The project impact plan must be consistent with RCW
47.01.380, and must support and be consistent with the approved purpose and
need statement for the project, which is: "The purpose of the project is to
improve mobility for people and goods across Lake Washington within the SR
520 corridor from Seattle to Redmond in a manner that is safe, reliable, and cost-
effective while avoiding, minimizing, and/or mitigating impacts on the affected
neighborhoods and the environment." The mediator must strive to develop a
consensus-based plan. In the event that the mediation process does not result in
consensus, the mediator shall submit a project impact plan to the governor and
the joint transportation committee that reflects the views of the majority of the
mediation participants.

(5) The process established in subsection (1) of this section shall result in a
project design that provides six total lanes, with four general purpose lanes and
two lanes that are for high-occupancy vehicle travel that could also
accommodate high capacity transportation. The bridge shall also be designed to
accommodate light rail in the future and to support a bus rapid transit system.
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Additionally, the mediator shall strive to develop a project impact plan within
the constraints of the range of estimated project costs as of May 1, 2007.

(6)(a) In performing the duties of this section, and consistent with the
governor's findings and conclusions, dated December 15, 2006, the mediator
shall work with interested parties directly affected by the state route number 520
bridge replacement and HOV project including, but not limited to, at least the
following:

(i) Representation from each neighborhood directly impacted by the project;

(i1) Representation from local governments on both ends of the bridge
directly impacted by the project;

(iii) Representation from King county;

(iv) Representation from the Washington park arboretum;

(v) Representation from the University of Washington; and

(vi) Representation from sound transit.

(b) The mediator shall also work with the department and others as
necessary.

(c) Before the mediator may submit the project impact plan, it must be
reviewed by the mayor of Seattle and the Seattle city council. The project
impact plan must reflect whether the mayor and council concur or do not concur
with the plan and include an explanation regarding their positions.

(7) Until December 1, 2008, the mediator must provide periodic reports to
the joint transportation committee and the governor regarding the status of the
project impact plan development process. The mediator must submit a progress
report to the joint transportation committee and the governor by August 1, 2007.
The mediator must submit a final project impact plan to the governor and
legislature by December 1, 2008.

NEW SECTION. Sec. 3. A new section is added to chapter 47.01 RCW to
read as follows:

In developing the state route number 520 project impact plan provided in
section 2 of this act, the mediator and associated planning staff shall review the
department's project design plans in the draft environmental impact statement
for conformance with the following legislative goals regarding the final design
for the state route number 520 bridge replacement and HOV project:

(1) Minimize the total footprint and width of the bridge, and seek
appropriate federal design variances to safety and mobility standards, while
complying with other federal laws;

(2) Minimize the project impact on surrounding neighborhoods, including
incorporation of green lids and connectors, and minimize any increases in
additional traffic volumes through the Washington park arboretum and other
adjacent neighborhoods;

(3) Incorporate the recommendations of a health impact assessment to
calculate the project's impact on air quality, carbon emissions, and other public
health issues, conducted by the Puget Sound clean air agency and King county
public health;

(4) Ensure that the ultimate project configuration effectively prioritizes
maintaining travel time, speed, and reliability on the two high-occupancy vehicle
lanes; and

(5) Clearly articulate in required environmental documents the alignment of
the selected preferred alternative for the state route number 520 bridge
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replacement and HOV project and the footprint of the project and the affected
areas.

*NEW SECTION. Sec. 4. A new section is added to chapter 47.01 RCW
to read as follows:

In addition to the review required in section 3 of this act, the mediator
may determine that additional alternative concept designs should be
considered for the west end of the project to best meet the expressed legislative
goals described in section 3 of this act. The mediator may contract with an
engineering firm to conduct an independent feasibility analysis of the
following proposals: A combination of tunnels and submerged tubes under
Lake Washington; a partial tunnel from Interstate 5 to the west end of the state
route number 520 bridge; and a proposal to move state route number 520 from
its current alignment through the arboretum. The analyses for all alternative
concept design plans must be submitted to the joint transportation committee
and the governor by September 1, 2007. The mediator must hold a public
hearing regarding the results of the independent review and reflect the
independent review findings in the project impact plan. Up to two hundred
fifty thousand dollars of the existing funding appropriation to the project shall
be used for reviewing these alternative concept design plans.

*Sec. 4 was vetoed. See message at end of chapter.

*Sec. 5. RCW 47.01.380 and 2006 c 311 s 26 are each amended to read
as follows:

(1) The department shall not commence construction on any part of the
state route number 520 bridge replacement and HOV project until a record of
decision has been reached providing reasonable assurance that project
impacts will be avoided, minimized, or mitigated as much as practicable to
protect against further adverse impacts on neighborhood environmental
quality as a result of repairs and improvements made to the state route number
520 bridge and its connecting roadways, and that any such impacts will be
addressed through engineering design choices, mitigation measures, or a
combination of both.

2) The department shall not commence on-site construction on_any part
of the state route number 520 bridge replacement and HOV project until the
department submits the finance plan required in section 7 of this act to the
legislature.

(3) The requirements of this section shall not apply to off-site pontoon
construction supporting the state route number 520 bridge replacement and
HOV project.

*Sec. 5 was vetoed. See message at end of chapter.

NEW SECTION. Sec. 6. A new section is added to chapter 47.01 RCW to
read as follows:

As part of the state route number 520 bridge replacement and HOV project,
the governor's office shall work with the department, sound transit, King county
metro, and the University of Washington, to plan for high capacity transportation
in the state route number 520 corridor. The parties shall jointly develop a
multimodal transportation plan that ensures the effective and efficient
coordination of bus services and light rail services throughout the state route
number 520 corridor. The plan shall include alternatives for a multimodal transit
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station that serves the state route number 520 - Montlake interchange vicinity,
and mitigation of impacts on affected parties. The high capacity transportation
planning work must be closely coordinated with the state route number 520
bridge replacement and HOV project's environmental planning process, and
must be completed within the current funding for the project. A draft plan must
be submitted to the governor and the joint transportation committee by October
1, 2007. A final plan must be submitted to the governor and the joint
transportation committee by December 2008.

NEW SECTION. Sec. 7. A new section is added to chapter 47.01 RCW to
read as follows:

The state route number 520 bridge replacement and HOV project finance
plan must include state funding, federal funding, at least one billion dollars in
regional contributions, and revenue from tolling. The department must provide
a proposed finance plan to be tied to the estimated cost of the recommended
project solutions, as provided under section 3 of this act, to the governor and the
joint transportation committee by January 1, 2008.

NEW SECTION. Sec. 8. 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. 9. This act is necessary for the immediate

preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and takes effect immediately.
Passed by the Senate April 17, 2007.
Passed by the House April 13, 2007.
Approved by the Governor May 15, 2007, with the exception of certain
items that were vetoed.
Filed in Office of Secretary of State May 16, 2007.

Note: Governor's explanation of partial veto is as follows:

"l am returning, without my approval as to Sections 4 and 5, Engrossed Substitute Senate Bill 6099
entitled:

"AN ACT Relating to the state route number 520 bridge replacement and HOV project."

This bill is an important step in making progress on the replacement of the State Route 520 bridge.
The bill declares that the bridge should be replaced with four general purpose lanes and two high
occupancy vehicle lanes. It also creates a mediation process for resolving concerns regarding
community impacts caused by the bridge replacement.

Section 4 of this bill permits the project's mediator to ask an engineering firm to conduct an
independent review of tubes and tunnels under Lake Washington, a partial tunnel from Interstate 5 to
the west end of the SR 520 bridge, and a proposal to move SR 520 from its current alignment
through the Arboretum. The bill requires that the mediator submit a report to the Joint
Transportation Committee and the Governor regarding the results of the independent review by
September 1, 2007.

I have decided to veto Section 4 due to the permissive nature of the bill language and the insufficient
amount of time available to conduct the independent design review. Instead, the contract for the
mediator will require the mediator to ask an engineering firm to conduct an independent review of
the three alternative designs for the project, rather than simply permitting the mediator to conduct the
review. Additionally, the contract will require completion of the independent review by December 1,
2007. Mandating the review while providing additional time for the work will provide sufficient
time for an engineering firm to perform a thorough review of the proposed alternative designs.
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Section 5 of the legislation prohibits any on-site construction of the SR520 project. This section has
good intentions, but could inadvertently prevent the Department of Transportation (Department)
from moving forward on projects outside of the actual bridge replacement. While I have vetoed
Section 5, I am directing the Department not to commence any bridge construction until the
mitigation and finance plans are submitted to the Governor and Legislature by 2008.

For these reasons, I have vetoed Sections 4 and 5 of Engrossed Substitute Senate Bill 6099.

With the exception of Sections 4 and 5, Engrossed Substitute Senate Bill 6099 is approved."

CHAPTER 518
[Engrossed Substitute House Bill 1094]
TRANSPORTATION BUDGET

AN ACT Relating to transportation funding and appropriations; amending RCW 46.68.170,
47.29.170, 46.16.685, 47.01.390, 88.16.090, 47.12.244, 70.95.521, 47.06A.030, and 46.68.060;
reenacting and amending RCW 46.16.725; amending 2006 ¢ 53 s 2 (uncodified); amending 2006 ¢
370 ss 205, 208, 209, 210, 215, 218, 221,224, 225, 226,227, 228, 229, 301, 302, 303, 306, 304, 305,
307, 308, 309, 401, 402, 404, 405, and 406 (uncodified); adding new sections to 2005 ¢ 313
(uncodified); creating new sections; making appropriations and authorizing expenditures for capital
improvements; and declaring an emergency.

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

2007-09 BIENNIUM

NEW SECTION. Sec. 1. (1) The transportation budget of the state is
hereby adopted and, subject to the provisions set forth, the several amounts
specified, or as much thereof as may be necessary to accomplish the purposes
designated, are hereby appropriated from the several accounts and funds named
to the designated state agencies and offices for employee compensation and
other expenses, for capital projects, and for other specified purposes, including
the payment of any final judgments arising out of such activities, for the period
ending June 30, 2009.

(2) Unless the context clearly requires otherwise, the definitions in this
subsection apply throughout this act.

(a) "Fiscal year 2008" or "FY 2008" means the fiscal year ending June 30,
2008.

(b) "Fiscal year 2009" or "FY 2009" means the fiscal year ending June 30,
2009.

(c) "FTE" means full-time equivalent.

(d) "Lapse" or "revert" means the amount shall return to an unappropriated
status.

(e) "Provided solely" means the specified amount may be spent only for the
specified purpose. Unless otherwise specifically authorized in this act, any
portion of an amount provided solely for a specified purpose which is not
expended subject to the specified conditions and limitations to fulfill the
specified purpose shall lapse.

(f) "Reappropriation" means appropriation and, unless the context clearly
provides otherwise, is subject to the relevant conditions and limitations
applicable to appropriations.

(g) "LEAP" means the legislative evaluation and accountability program
committee.
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GENERAL GOVERNMENT AGENCIES—OPERATING

NEW _SECTION. Sec. 101. FOR THE UTILITIES AND
TRANSPORTATION COMMISSION
Grade Crossing Protective Account—State Appropriation . ......... $505,000

NEW_ SECTION. Sec. 102. FOR THE OFFICE OF FINANCIAL
MANAGEMENT

Motor Vehicle Account—State Appropriation. ................. $3,054,000

Puget Sound Ferry Operations Account—State
ApPropriation. . .. ....... ... $100,000
TOTAL APPROPRIATION . ........... ... .. $3,154,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) $2,545,000 of the motor vehicle account—state appropriation is
provided solely for the office of regulatory assistance integrated permitting
project.

(2) $75,000 of the motor vehicle account state appropriation is provided
solely to address transportation budget and reporting requirements.

NEW_SECTION. Sec. 103. FOR THE MARINE EMPLOYEES
COMMISSION
Puget Sound Ferry Operations Account—State

APPropriation. . .. ...ou it $422,000

NEW_SECTION. Sec. 104. FOR THE STATE PARKS AND
RECREATION COMMISSION
Motor Vehicle Account—State Appropriation. . .................. $985,000

The appropriation in this section is subject to the following conditions and
limitations: The entire appropriation in this section is provided solely for road
maintenance purposes.

NEW _SECTION. Sec. 105. FOR THE DEPARTMENT OF
AGRICULTURE
Motor Vehicle Account—State Appropriation. ................. $1,358,000

The appropriation in this section is subject to the following conditions and
limitations:

(1) $351,000 of the motor vehicle account—state appropriation is provided
solely for costs associated with the motor fuel quality program.

(2) $1,007,000 of the motor vehicle account—state appropriation is
provided solely to test the quality of biofuel. The department must test fuel
quality at the biofuel manufacturer, distributor, and retailer.

NEW SECTION. Sec. 106. FOR THE DEPARTMENT OF

ARCHEOLOGY AND HISTORIC PRESERVATION
Motor Vehicle Account—State Appropriation.................... $223,000

The appropriation in this section is subject to the following conditions and
limitations: The entire appropriation is provided solely for staffing costs to be
dedicated to state transportation activities. Staff hired to support transportation
activities must have practical experience with complex construction projects.
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NEW SECTION. Sec. 107. FOR THE LEGISLATIVE EVALUATION
AND ACCOUNTABILITY PROGRAM COMMITTEE
Motor Vehicle Account—State Appropriation . .. ............... $1,595,000

The appropriation in this section is subject to the following conditions and
limitations:

(1) $800,000 of the motor vehicle account—state appropriation is provided
solely for the continued maintenance and support of the transportation executive
information system (TEIS).

(2) $795,000 of the motor vehicle account—state appropriation is provided
solely for development of a new transportation capital budgeting system and
transition of a copy of the transportation executive information system (TEIS) to
LEAP. At a minimum, the new budgeting system development effort must
provide comprehensive schematic diagrams of the current and proposed
transportation capital budget process, information flows, and data exchanges;
common, agreed-upon data definitions and business rules; detailed
transportation capital budget data and system requirements; and a strategy for
implementation, including associated costs and a timeframe.

NEW SECTION. Sec. 108. FOR THE JOINT LEGISLATIVE AUDIT
AND REVIEW COMMITTEE As part of its 2007-09 biennium workplan, the
committee shall:

(1) Review the Washington state ferries' assignment of preservation costs as
required by Engrossed Substitute House Bill No. 2358, for fiscal year 2008, to
determine whether costs are capital costs and whether they meet the statutory
requirements for preservation activities, and report its findings to the legislature
not later than January 2009.

(2) Review the Washington state ferries' implementation of the life cycle
cost model, as required by Engrossed Substitute House Bill No. 2358, and report
to the legislature not later than June 30, 2009, on whether the model:

(a) Complies with available industry standards or department-adopted
standard life cycles derived from the experience of similar public and private
entities when industry standards are not available;

(b) Is maintained and updated when asset inspections are made;

(c) Excludes utilities and other systems that are not replaced on a standard
life cycle;

(d) Provides that all assets in the life-cycle cost model are inspected and
updated for asset condition at least every three years; and

(e) Excludes assets not yet built.

(3) The committee shall solicit input regarding the study workplan from the
joint transportation committee.

TRANSPORTATION AGENCIES—OPERATING

NEW SECTION. Sec. 201. FOR THE WASHINGTON TRAFFIC
SAFETY COMMISSION

Highway Safety Account—State Appropriation. ................ $2,609,000
Highway Safety Account—Federal Appropriation ............. $15,880,000
School Zone Safety Account—State Appropriation. ............. $3,300,000

TOTAL APPROPRIATION . .......... ..., $21,789,000
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NEW _SECTION. Sec. 202. FOR THE COUNTY ROAD
ADMINISTRATION BOARD

Rural Arterial Trust Account—State Appropriation. . .............. $907,000
Motor Vehicle Account—State Appropriation.................. $2,075,000

County Arterial Preservation Account—State
APPropriation. . .. ...t $1,399,000
TOTAL APPROPRIATION . .......... ... ..., $4,381,000

The appropriations in this section are subject to the following conditions
and limitations: $481,000 of the county arterial preservation account—state
appropriation is provided solely for continued development and implementation
of a maintenance management system to manage county transportation assets.

NEW SECTION. Sec. 203. FOR THE TRANSPORTATION
IMPROVEMENT BOARD

Urban Arterial Trust Account—State Appropriation .. ........... $1,793,000

Transportation Improvement Account—State
ApPropriation. . .. ....... ... $1,795,000
TOTAL APPROPRIATION . .......... ... ..., $3,588,000

NEW SECTION. Sec. 204. FOR THE BOARD OF PILOTAGE
COMMISSIONERS
Pilotage Account—State Appropriation....................... $1,156,000

NEW SECTION. Sec. 205. FOR THE JOINT TRANSPORTATION
COMMITTEE

Motor Vehicle Account—State Appropriation. . ................ $2,103,000
Multimodal Transportation Account—State Appropriation. ......... $550,000
TOTAL APPROPRIATION . ...... ... .. ... ... $2,653,000

The appropriation in this section is subject to the following conditions and
limitations:

(1) $500,000 of the motor vehicle account—state appropriation is for
establishing a workgroup to implement Engrossed Substitute House Bill No.
2358 (regarding state ferries) and review other matters relating to Washington
state ferries. The cochairs of the committee shall establish the workgroup
comprising committee members or their designees, an appointee by the
governor, and other stakeholders as appointed by the cochairs, to assist in the
committee's work. The workgroup shall report the progress of its tasks to the
transportation committees of the legislature by December 15, 2007. The
workgroup is tasked with the following:

(a) Implementing the recommendations of Engrossed Substitute House Bill
No. 2358 (regarding state ferries). As directed by Engrossed Substitute House
Bill No. 2358, the committee workgroup shall participate in and provide a
review of the following:

(i) The Washington transportation commission's development and
interpretation of a survey of ferry customers;

(i) The department of transportation's analysis and reestablishment of
vehicle level of service standards. In reestablishing the standards, consideration
must be given to whether boat wait is the appropriate measure;

(iii) The department's development of pricing policy proposals. In
developing these policies, the policy, in effect on some routes, of collecting fares
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in only one direction must be evaluated to determine whether one-way fare
pricing best serves the ferry system;

(iv) The department's development of operational strategies;

(v) The department's development of terminal design standards; and

(vi) The department's development of a long-range capital plan;

(b) Reviewing the following Washington state ferry programs:

(1) Ridership demand forecast;

(il) Updated life cycle cost model, as directed by Engrossed Substitute
House Bill No. 2358;

(iii)) Administrative operating costs, nonlabor and nonfuel operating costs,
Eagle Harbor maintenance facility program and maintenance costs,
administrative and systemwide capital costs, and vessel preservation costs; and

(iv) The Washington state ferries' proposed capital cost allocation plan
methodology, as described in Engrossed Substitute House Bill No. 2358;

(c) Making recommendations regarding:

(1) The most efficient timing and sizing of future vessel acquisitions beyond
those currently authorized by the legislature. Vessel acquisition
recommendations must be based on the ridership projections, level of service
standards, and operational and pricing strategies reviewed by the committee and
must include the impact of those recommendations on the timing and size of
terminal capital investments and the state ferries' long range operating and
capital finance plans; and

(i1) Capital financing strategies for consideration in the 2009 legislative
session. This work must include confirming the department's estimate of future
capital requirements based on a long range capital plan and must include the
department's development of a plan for codevelopment and public private
partnership opportunities at public ferry terminals; and

(d) Evaluate the capital cost allocation plan methodology developed by the
department to implement Engrossed Substitute House Bill No. 2358.

(2) $250,000 of the motor vehicle account—state appropriation and
$250,000 of the multimodal transportation account—state appropriation are for
the implementation of Substitute Senate Bill No. 5207.

(3) $300,000 of the multimodal transportation account—state appropriation
is for implementing Substitute House Bill No. 1694 (coordinated transportation).
If Substitute House Bill No. 1694 is not enacted by June 30, 2007, the amount
provided in this subsection shall lapse.

NEW SECTION. Sec. 206. FOR THE TRANSPORTATION
COMMISSION

Motor Vehicle Account—State Appropriation. .. ............... $2,276,000
Multimodal Transportation Account—State Appropriation. ......... $112,000
TOTAL APPROPRIATION . ........ ..o $2,388,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) $350,000 of the motor vehicle account—state appropriation is provided
solely for the commission to conduct a survey of ferry customers as described in
Engrossed Substitute House Bill No. 2358. Development and interpretation of
the survey must be done with participation of the joint transportation committee
workgroup established in section 205(1) of this act.
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(2) $100,000 of the motor vehicle account—state appropriation is provided
solely for a study to identify and evaluate long-term financing alternatives for
the Washington state ferry system. The study shall incorporate the findings of
the initial survey described in subsection (1) of this section, and shall consider
the potential for state, regional, or local financing options. The commission
shall submit a draft final report of its findings and recommendations to the
transportation committees of the legislature no later than December 2008.

(3) The commission shall conduct a planning grade tolling study that is
based on the recommended policies in the commission's comprehensive tolling
study submitted September 20, 2006.

NEW_SECTION. Sec. 207. FOR THE FREIGHT MOBILITY
STRATEGIC INVESTMENT BOARD
Motor Vehicle Account—State Appropriation. . .................. $695,000

The appropriation in this section is subject to the following conditions and
limitations:

(1) The freight mobility strategic investment board shall, on a quarterly
basis, provide status reports to the office of financial management and the
transportation committees of the legislature on the delivery of projects funded by
this act.

(2) The freight mobility strategic investment board and the department of
transportation shall collaborate to submit a report to the office of financial
management and the transportation committees of the legislature by September
1, 2008, listing proposed freight highway and rail projects. The report must
describe the analysis used for selecting such projects, as required by chapter
47.06A RCW for the board and as required by this act for the department. When
developing its list of proposed freight highway and rail projects, the freight
mobility strategic investment board shall use the priorities identified in section
309(7)(a) of this act to the greatest extent possible.

NEW SECTION. Sec. 208. FOR THE WASHINGTON STATE
PATROL—FIELD OPERATIONS BUREAU
State Patrol Highway Account—State

AppPropriation. . ... ... $225,445,000
State Patrol Highway Account—Federal
APPropriation. . .. ...t $10,602,000
State Patrol Highway Account—Private/Local
APPropriation. . . ... vttt e $410,000
TOTAL APPROPRIATION . ....... ... ... ...... $236,457,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) Washington state patrol officers engaged in off-duty uniformed
employment providing traffic control services to the department of
transportation or other state agencies may use state patrol vehicles for the
purpose of that employment, subject to guidelines adopted by the chief of the
Washington state patrol. The Washington state patrol shall be reimbursed for the
use of the vehicle at the prevailing state employee rate for mileage and hours of
usage, subject to guidelines developed by the chief of the Washington state
patrol.
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(2) In addition to the user fees, the patrol shall transfer into the state patrol
nonappropriated airplane revolving account under RCW 43.79.470 no more than
the amount of appropriated state patrol highway account and general fund
funding necessary to cover the costs for the patrol's use of the aircraft. The state
patrol highway account and general fund—state funds shall be transferred
proportionately in accordance with a cost allocation that differentiates between
highway traffic enforcement services and general policing purposes.

(3) The patrol shall not account for or record locally provided DUI cost
reimbursement payments as expenditure credits to the state patrol highway
account. The patrol shall report the amount of expected locally provided DUI
cost reimbursements to the governor and transportation committees of the senate
and house of representatives by September 30th of each year.

(4) $1,662,000 of the state patrol highway account—state appropriation is
provided solely for the implementation of Substitute House Bill No. 1304
(commercial vehicle enforcement). If Substitute House Bill No. 1304 is not
enacted by June 30, 2007, the amount provided in this subsection shall lapse.

(5) During the fiscal year 2008, the Washington state patrol shall continue to
perform traffic accident investigations on Thurston, Mason, and Lewis county
roads, and shall work with the counties to transition the traffic accident
investigations on county roads to the counties by July 1, 2008.

(6) $100,000 of the state patrol highway account—state appropriation is
provided solely for the implementation of Substitute House Bill No. 1417
(health benefits for surviving dependents). If Substitute House Bill No. 1417 is
not enacted by June 30, 2007, the amount provided in this subsection shall lapse.

(7) $3,300,000 of the state patrol highway account—state appropriation is
provided solely for the salaries and benefits associated with accretion in the
number of troopers employed above 1,158 authorized commissioned troopers.

NEW _SECTION. Sec. 209. FOR THE WASHINGTON STATE
PATROL—INVESTIGATIVE SERVICES BUREAU
State Patrol Highway Account—State Appropriation ............ $1,300,000

NEW _SECTION. Sec. 210. FOR THE WASHINGTON STATE
PATROL—TECHNICAL SERVICES BUREAU

State Patrol Highway Account—State Appropriation .......... $103,157,000

State Patrol Highway Account—Private/Local
ApPPropriation. . ........... .. $2,008,000
TOTAL APPROPRIATION . ...................... $105,165,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) The Washington state patrol shall work with the risk management
division in the office of financial management in compiling the Washington state
patrol's data for establishing the agency's risk management insurance premiums
to the tort claims account. The office of financial management and the
Washington state patrol shall submit a report to the legislative transportation
committees by December 31st of each year on the number of claims, estimated
claims to be paid, method of calculation, and the adjustment in the premium.

(2) $12,641,000 of the total appropriation is provided solely for automobile
fuel in the 2007-2009 biennium.
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(3) $8,678,000 of the total appropriation is provided solely for the purchase
of pursuit vehicles.

(4) $5,254,000 of the total appropriation is provided solely for vehicle repair
and maintenance costs of vehicles used for highway purposes.

(5) $384,000 of the total appropriation is provided solely for the purchase of
mission vehicles used for highway purposes in the commercial vehicle and
traffic investigation sections of the Washington state patrol.

(6) The Washington state patrol may submit information technology related
requests for funding only if the patrol has coordinated with the department of
information services as required by section 602 of this act.

NEW_SECTION. Sec. 211. FOR THE WASHINGTON STATE
PATROL—CRIMINAL HISTORY AND BACKGROUND CHECKS. In
accordance with RCW 10.97.100 and chapter 43.43 RCW, the Washington state
patrol is authorized to perform criminal history and background checks for state
and local agencies and nonprofit and other private entities and disseminate the
records resulting from these activities. The Washington state patrol is required
to charge a fee for these activities, for which it is the policy of the state of
Washington that the fees cover the direct and indirect costs of performing the
criminal history and background checks and disseminating the information. For
each type of criminal history and background check and dissemination of these
records, the Washington state patrol shall, as nearly as practicable, set fees at
levels sufficient to cover the direct and indirect costs. Pursuant to RCW
43.135.055, during the 2007-2009 fiscal biennium, the Washington state patrol
may increase fees in excess of the fiscal growth factor if the increases are
necessary to fully fund the cost of supervision and regulation.

NEW_SECTION. Sec. 212. FOR THE DEPARTMENT OF
LICENSING

Marine Fuel Tax Refund Account—State Appropriation. ............ $32,000
Motorcycle Safety Education Account—State
ApPropriation. . .. ... $3,905,000
Wildlife Account—State Appropriation. . ....................... $843,000
Highway Safety Account—State Appropriation .............. $141,953,000
Highway Safety Account—Federal Appropriation ................ $233,000
Motor Vehicle Account—State Appropriation................. $79,230,000
Motor Vehicle Account—Private/Local Appropriation . .......... $1,372,000
Motor Vehicle Account—Federal Appropriation.................. $117,000
Department of Licensing Services Account—State
APPIopriation. . .. ...ttt $3,540,000
Washington State Patrol Highway Account—State
Appropriation. . ......... ... $1,145,000
TOTAL APPROPRIATION . ....... ... ...t $232,370,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) $2,941,000 of the highway safety account—state appropriation is
provided solely for the implementation of Substitute House Bill No. 1267
(modifying commercial driver's license requirements). If Substitute House Bill
No. 1267 is not enacted by June 30, 2007, the amount provided in this subsection
shall lapse. The department shall informally report to the legislature by
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December 1, 2008, with measurable data indicating the department's progress in
meeting its goal of improving public safety by improving the quality of the
commercial driver's license testing process.

(2) $716,000 of the motorcycle safety education account—state
appropriation is provided solely for the implementation of Senate Bill No. 5273
(modifying motorcycle driver's license endorsement and education provisions).
If Senate Bill No. 5273 is not enacted by June 30, 2007, the amount provided in
this subsection shall lapse.

(3) $8,872,000 of the highway safety account—state appropriation is
provided solely for costs associated with the systems development and issuance
of enhanced drivers' licenses and identicards to facilitate crossing the Canadian
border. If Engrossed Substitute House Bill No. 1289 (relating to the issuance of
enhanced drivers' licenses and identicards) is not enacted by June 30, 2007, the
amount provided in this subsection shall lapse. The department may expend
funds only after acceptance of the enhanced Washington state driver's license for
border crossing purposes by the Canadian and United States governments. The
department may expend funds only after prior written approval of the director of
financial management. Of the amount provided in this subsection, up to
$1,000,000 is for a statewide educational campaign, which must include
coordination with existing public and private entities, to inform the Washington
public of the benefits of the new enhanced drivers' licenses and identicards.

(4) $91,000 of the motor vehicle account—state appropriation and $152,000
of the highway safety account—state appropriation are provided solely for
contracting with the office of the attorney general to investigate criminal activity
uncovered in the course of the agency's licensing and regulatory activities.
Funding is provided for the 2008 fiscal year. The department may request
funding for the 2009 fiscal year if the request is submitted with measurable data
indicating the department's progress in meeting its goal of increased prosecution
of illegal activity.

(5) $350,000 of the highway safety account—state appropriation is provided
solely for the costs associated with the systems development of the interface that
will allow insurance carriers and their agents real time, online access to drivers'
records. If Substitute Senate Bill No. 5937 is not enacted by June 30, 2007, the
amount provided in this subsection shall lapse.

(6) $1,145,000 of the state patrol highway account—state appropriation is
provided solely for the implementation of Substitute House Bill No. 1304
(modifying commercial motor vehicle carrier provisions). If Substitute House
Bill No. 1304 is not enacted by June 30, 2007, the amount provided in this
subsection shall lapse.

(7) The department may submit information technology related requests for
funding only if the department has coordinated with the department of
information services as required by section 602 of this act.

(8) Within the amounts appropriated in this section, the department shall,
working with the legislature, develop a proposal to streamline title and
registration statutes to specifically address apparent conflicts, fee distribution,
and other recommendations by the department that are revenue neutral and
which do not change legislative policy. The department shall report the results
of this review to the transportation committees of the legislature by December 1,
2007.
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NEW SECTION. Sec. 213. FOR THE DEPARTMENT OF
TRANSPORTATION—TOLL OPERATIONS AND MAINTENANCE—
PROGRAM B
High-Occupancy Toll Lanes Account—State

APPropriation. . .. ...t $2,596,000
Motor Vehicle Account—State Appropriation.................. $5,600,000
Tacoma Narrows Toll Bridge Account—State

APPIopriation. . .. ...ttt $28,218,000

TOTAL APPROPRIATION . ...... ... . ... . ... ... $36,414,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) $5,000,000 of the motor vehicle account—state is provided solely to
provide a reserve for the Tacoma Narrows Bridge project. This appropriation
shall be held in unallotted status until the office of financial management deems
that revenues applicable to the Tacoma Narrows Bridge project are not sufficient
to cover the project's expenditures.

(2) The department shall solicit private donations to fund activities related
to the opening ceremonies of the Tacoma Narrows bridge project.

NEW SECTION. Sec. 214. FOR THE DEPARTMENT OF
TRANSPORTATION—INFORMATION TECHNOLOGY—PROGRAM
C
Transportation Partnership Account—State

AppPropriation. . .......... .. $4,556,000
Motor Vehicle Account—State Appropriation. . ............... $67,613,000
Motor Vehicle Account—Federal Appropriation................ $1,096,000
Puget Sound Ferry Operations Account—State

APPIoOpriation. . .. ..ottt $9,192,000
Multimodal Transportation Account—State

APPropriation. . .. ... ... $363,000
Transportation 2003 Account (Nickel Account)—State

APPropriation. . .. ...ttt $4,000,000

TOTAL APPROPRIATION . ....... ...t $86,820,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) The department shall consult with the office of financial management
and the department of information services to ensure that (a) the department's
current and future system development is consistent with the overall direction of
other key state systems; and (b) when possible, use or develop common
statewide information systems to encourage coordination and integration of
information used by the department and other state agencies and to avoid
duplication.

(2) The department shall provide updated information on six project
milestones for all active projects, funded in part or in whole with 2005
transportation partnership account funds or 2003 nickel account funds, on a
quarterly basis in the transportation executive information system (TEIS). The
department shall also provide updated information on six project milestones for
projects, funded with preexisting funds and that are agreed to by the legislature,
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office of financial management, and the department, on a quarterly basis in
TEIS.

(3) $2,300,000 of the motor vehicle account—state appropriation is
provided solely for preliminary work needed to transition the department to the
state government network. In collaboration with the department of information
services the department shall complete an inventory of the current network
infrastructure, and develop an implementation plan for transition to the state
government network.

(4) $1,000,000 of the motor vehicle account—state appropriation,
$4,556,000 of the transportation partnership account—state appropriation, and
$4,000,000 of the transportation 2003 account (nickel account)—state
appropriation are provided solely for the department to develop a project
management and reporting system which is a collection of integrated tools for
capital construction project managers to use to perform all the necessary tasks
associated with project management.  The department shall integrate
commercial off-the-shelf software with existing department systems and
enhanced approaches to data management to provide web-based access for
multi-level reporting and improved business workflows and reporting.
Beginning September 1, 2007, and on a quarterly basis thereafter, the department
shall report to the office of financial management and the transportation
committees of the legislature on the status of the development and integration of
the system. The first report shall include a detailed work plan for the
development and integration of the system including timelines and budget
milestones. At a minimum the ensuing reports shall indicate the status of the
work as it compares to the work plan, any discrepancies, and proposed
adjustments necessary to bring the project back on schedule or budget if
necessary.

(5) The department may submit information technology related requests for
funding only if the department has coordinated with the department of
information services as required by section 602 of this act.

(6) $1,600,000 of the motor vehicle account—state appropriation is
provided solely for the critical application assessment implementation project.
The department shall submit a progress report on the critical application
assessment implementation project to the house of representatives and senate
transportation committees on or before December 1, 2007, and December 1,
2008, with a final report on or before June 30, 2009.

NEW__SECTION. Sec. 215. FOR THE DEPARTMENT OF
TRANSPORTATION—FACILITY MAINTENANCE, OPERATIONS
AND CONSTRUCTION—PROGRAM D—OPERATING
Motor Vehicle Account—State Appropriation . .. .............. $34,569,000

NEW SECTION. Sec. 216. FOR THE DEPARTMENT OF
TRANSPORTATION—AVIATION—PROGRAM F

Aeronautics Account—State Appropriation. .. ................. $6,889,000
Aeronautics Account—Federal Appropriation. .. ............... $2,150,000
Multimodal Transportation Account—State Appropriation. . ........ $631,000
TOTAL APPROPRIATION .. ...... ..o $9,670,000

The appropriations in this section are subject to the following conditions
and limitations: The entire multimodal transportation account—state
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appropriation is provided solely for the aviation planning council as provided for
in RCW 47.68.410.

NEW_SECTION. Sec. 217. FOR THE DEPARTMENT OF
TRANSPORTATION—PROGRAM DELIVERY MANAGEMENT AND
SUPPORT—PROGRAM H
Transportation Partnership Account—State

ApPpPropriation. .. ... .. $2,422,000
Motor Vehicle Account—State Appropriation. ................ $50,446,000
Motor Vehicle Account—Federal Appropriation.................. $500,000
Multimodal Transportation Account—State

APPropriation. . .. ......t . $250,000
Transportation 2003 Account (Nickel Account)—State

ApPPropriation. . .. ...... i $2,422,000

TOTAL APPROPRIATION . ...... ... ... ... $56,040,000

The appropriation in this section is subject to the following conditions and
limitations: $2,422,000 of the transportation partnership account appropriation
and $2,422,000 of the transportation 2003 account (nickel account)—state
appropriation are provided solely for consultant contracts to assist the
department in the delivery of the capital construction program by identifying
improvements to program delivery, program management, project controls,
program and project monitoring, forecasting, and reporting. The consultants
shall work with the department of information services in the development of the
project management and reporting system.

The consultants shall provide an updated copy of the capital construction
strategic plan to the legislative transportation committees and to the office of
financial management on June 30, 2008, and each year thereafter.

The department shall coordinate its work with other budget and
performance efforts, including Roadmap, the findings of the critical applications
modernization and integration strategies study, including proposed next steps,
and the priorities of government process.

The department shall report to the transportation committees of the house of
representatives and senate, and the office of financial management, by
December 31, 2007, on the implementation status of recommended capital
budgeting and reporting options. Options must include: Reporting against
legislatively-established project identification numbers and may include
recommendations for reporting against other appropriate project groupings;
measures for reporting progress, timeliness, and cost which create an incentive
for the department to manage effectively and report its progress in a transparent
manner; and criteria and process for transfers of funds among projects.

NEW SECTION. Sec. 218. FOR THE DEPARTMENT OF
TRANSPORTATION—ECONOMIC PARTNERSHIPS—PROGRAM K

Motor Vehicle Account—State Appropriation. ................. $1,151,000
Multimodal Transportation Account—State Appropriation. ......... $300,000
TOTAL APPROPRIATION . ...... ... .. ... ... ... $1,451,000

The appropriation in this section is subject to the following conditions and
limitations:
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(1) $300,000 of the multimodal account—state appropriation is provided
solely for the department to hire a consultant to develop a plan for
codevelopment and public-private partnership opportunities at public ferry
terminals.

(2) The department shall conduct an analysis and, if determined to be
feasible, initiate requests for proposals involving the distribution of alternative
fuels along state department of transportation rights-of-way.

NEW SECTION. Sec. 219. FOR THE DEPARTMENT OF
TRANSPORTATION—HIGHWAY MAINTENANCE—PROGRAM M

Motor Vehicle Account—State Appropriation. .. ............. $321,888,000
Motor Vehicle Account—Federal Appropriation. ............... $2,000,000
Motor Vehicle Account—Private/Local Appropriation ........... $5,797,000

TOTAL APPROPRIATION . ...t $329,685,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) If portions of the appropriations in this section are required to fund
maintenance work resulting from major disasters not covered by federal
emergency funds such as fire, flooding, and major slides, supplemental
appropriations must be requested to restore state funding for ongoing
maintenance activities.

(2) The department shall request an unanticipated receipt for any federal
moneys received for emergency snow and ice removal and shall place an equal
amount of the motor vehicle account—state into unallotted status. This
exchange shall not affect the amount of funding available for snow and ice
removal.

(3) The department shall request an unanticipated receipt for any private or
local funds received for reimbursements of third party damages that are in excess
of the motor vehicle account—private/local appropriation.

(4) $1,500,000 of the motor vehicle account—federal appropriation is
provided for unanticipated federal funds that may be received during the 2007-
09 biennium. Upon receipt of the funds, the department shall provide a report on
the use of the funds to the transportation committees of the legislature and the
office of financial management.

(5) Funding is provided for maintenance on the state system to deliver
service level targets as listed in LEAP Transportation Document 2007-C, as
developed April 20, 2007. In delivering the program and aiming for these
targets, the department should concentrate on the following areas:

(a) Eliminating the number of activities delivered in the "f" level of service
at the region level; and

(b) Evaluating, analyzing, and potentially redistributing resources within
and among regions to provide greater consistency in delivering the program
statewide and in achieving overall level of service targets.

(6) The department may work with the department of corrections to utilize
corrections crews for the purposes of litter pickup on state highways.

(7) $650,000 of the motor vehicle account—state appropriation is provided
solely for increased asphalt costs.
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NEW SECTION. Sec. 220. FOR THE DEPARTMENT OF
TRANSPORTATION—TRAFFIC OPERATIONS—PROGRAM Q—
OPERATING

Motor Vehicle Account—State Appropriation. ................ $52,040,000
Motor Vehicle Account—Federal Appropriation................ $2,050,000
Motor Vehicle Account—Private/Local Appropriation ............. $127,000

TOTAL APPROPRIATION . ...t $54,217,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) $654,000 of the motor vehicle account—state appropriation is provided
solely for the department to time state-owned and operated traffic signals. This
funding may also be used to program incident, emergency, or special event
signal timing plans.

(2) $346,000 of the motor vehicle account—state appropriation is provided
solely for the department to implement a pilot tow truck incentive program. The
department may provide incentive payments to towing companies that meet
clearance goals on accidents that involve heavy trucks.

(3) $6,800,000 of the motor vehicle account—state appropriation is
provided solely for low-cost enhancements. The department shall give priority
to low-cost enhancement projects that improve safety or provide congestion
relief. The department shall prioritize low-cost enhancement projects on a
statewide rather than regional basis. By January 1, 2008, and January 1, 2009,
the department shall provide a report to the legislature listing all low-cost
enhancement projects prioritized on a statewide rather than regional basis
completed in the prior year.

(4) The department, in consultation with the Washington state patrol, may
conduct a pilot program for the patrol to issue infractions based on information
from automated traffic safety cameras in roadway construction zones on state
highways when workers are present.

(a) In order to ensure adequate time in the 2007-09 biennium to evaluate the
effectiveness of the pilot program, any projects authorized by the department
must be authorized by December 31, 2007.

(b) The department shall use the following guidelines to administer the
program:

(i) Automated traffic safety cameras may only take pictures of the vehicle
and vehicle license plate and only while an infraction is occurring. The picture
must not reveal the face of the driver or of passengers in the vehicle;

(i) The department shall plainly mark the locations where the automated
traffic safety cameras are used by placing signs on locations that clearly indicate
to a driver that he or she is entering a roadway construction zone where traffic
laws are enforced by an automated traffic safety camera;

(iii) Notices of infractions must be mailed to the registered owner of a
vehicle within fourteen days of the infraction occurring;

(iv) The owner of the vehicle is not responsible for the violation if the owner
of the vehicle, within fourteen days of receiving notification of the violation,
mails to the patrol, a declaration under penalty of perjury, stating that the vehicle
involved was, at the time, stolen or in the care, custody, or control of some
person other than the registered owner, or any other extenuating circumstances;

[2467]



Ch. 518 WASHINGTON LAWS, 2007

(v) For purposes of the 2007-09 biennium pilot project, infractions detected
through the use of automated traffic safety cameras are not part of the registered
owner's driving record under RCW 46.52.101 and 46.52.120. Additionally,
infractions generated by the use of automated traffic safety cameras must be
processed in the same manner as parking infractions for the purposes of RCW
3.46.120, 3.50.100, 35.20.220, 46.16.216, and 46.20.270(3). However, the
amount of the fine issued for an infraction generated through the use of an
automated traffic safety camera is one hundred thirty-seven dollars. The court
shall remit thirty-two dollars of the fine to the state treasurer for deposit into the
state patrol highway account;

(vi) If a notice of infraction is sent to the registered owner and the registered
owner is a rental car business, the infraction will be dismissed against the
business if it mails to the patrol, within fourteen days of receiving the notice, a
declaration under penalty of perjury of the name and known mailing address of
the individual driving or renting the vehicle when the infraction occurred. If the
business is unable to determine who was driving or renting the vehicle at the
time the infraction occurred, the business must sign a declaration under penalty
of perjury to this effect. The declaration must be mailed to the patrol within
fourteen days of receiving the notice of traffic infraction. Timely mailing of this
declaration to the issuing agency relieves a rental car business of any liability
under this section for the notice of infraction. A declaration form suitable for
this purpose must be included with each automated traffic infraction notice
issued, along with instructions for its completion and use; and

(vii) By June 30, 2009, the department shall provide a report to the
legislature regarding the use, public acceptance, outcomes, and other relevant
issues regarding the pilot project.

NEW SECTION. Seec. 221. FOR THE DEPARTMENT OF
TRANSPORTATION—TRANSPORTATION MANAGEMENT AND
SUPPORT—PROGRAM S

Motor Vehicle Account—State Appropriation. .. .............. $28,215,000
Motor Vehicle Account—Federal Appropriation. .................. $30,000
Puget Sound Ferry Operations Account—State
APPropriation. . ... ..ottt $1,321,000
Multimodal Transportation Account—State
ApPPropriation. . ........... i $1,223,000
TOTAL APPROPRIATION .. ........ ... ..., $30,789,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) The department shall work with staffs from the legislative evaluation
and accountability program committee, the transportation committees of the
legislature, and the office of financial management on developing a new capital
budgeting system to meet identified information needs.

(2) $250,000 of the multimodal account—state appropriation is provided
solely for implementing a wounded combat veteran's internship program,
administered by the department. The department shall seek federal funding to
support the continuation of this program.
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NEW_SECTION. Sec. 222. FOR THE DEPARTMENT OF
TRANSPORTATION—TRANSPORTATION PLANNING, DATA, AND
RESEARCH—PROGRAM T

Motor Vehicle Account—State Appropriation................. $30,698,000
Motor Vehicle Account—Federal Appropriation............... $19,163,000
Multimodal Transportation Account—State

APPropriation. . .. ... ..t $1,029,000
Multimodal Transportation Account—Federal

Appropriation. ... ... ... $2,809,000
Multimodal Transportation Account—Private/Local

APPropriation. . .. ...t $100,000

TOTAL APPROPRIATION . ........ ... ...t $53,799,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) $3,900,000 of the motor vehicle account—state appropriation is
provided solely for the costs of the regional transportation investment district
(RTID) and department of transportation project oversight. The department
shall provide support from its urban corridors region to assist in preparing
project costs, expenditure plans, and modeling. The department shall not deduct
a management reserve, nor charge management or overhead fees. These funds,
including those expended since 2003, are provided as a loan to the RTID and
shall be repaid to the state within one year following formation of the RTID.
$2,391,000 of the amount provided under this subsection shall lapse, effective
January 1, 2008, if voters fail to approve formation of the RTID at the 2007
general election, as determined by the certification of the election results.

(2) $300,000 of the multimodal transportation account—state appropriation
is provided solely for a transportation demand management program, developed
by the Whatcom council of governments, to further reduce drive-alone trips and
maximize the use of sustainable transportation choices. The community-based
program must focus on all trips, not only commute trips, by providing education,
assistance, and incentives to four target audiences: (a) Large work sites; (b)
employees of businesses in downtown areas; (c) school children; and (d)
residents of Bellingham.

(3) $320,000 of the motor vehicle account—state appropriation and
$128,000 of the motor vehicle account—federal appropriation are provided
solely for development of a freight database to help guide freight investment
decisions and track project effectiveness. The database will be based on truck
movement tracked through geographic information system technology.
TransNow will contribute an additional $192,000 in federal funds which are not
appropriated in the transportation budget. The department shall work with the
freight mobility strategic investment board to implement this project.

(4) By December 1, 2008, the department shall require confirmation from
jurisdictions that plan under the growth management act, chapter 36.70A RCW,
and that receive state transportation funding under this act, that the jurisdictions
have adopted standards for access permitting on state highways that meet or
exceed department standards in accordance with RCW 47.50.030. The objective
of this subsection is to encourage local governments, through the receipt of state
transportation funding, to adhere to best practices in access control applicable to
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development activity significantly impacting state transportation facilities. By
January 1, 2009, the department shall submit a report to the appropriate
committees of the legislature detailing the progress of the local jurisdictions in
adopting the highway access permitting standards.

(5) $150,000 of the motor vehicle account—federal appropriation is
provided solely for the costs to develop an electronic map-based computer
application that will enable law enforcement officers and others to more easily
locate collisions and other incidents in the field.

(6) The department shall add a position within the freight systems division
to provide expertise regarding the trucking aspects of the state's freight system.

(7) The department shall evaluate the feasibility of developing a freight
corridor bypass from Everett to Gold Bar on US 2, including a connection to SR
522. US 2 is an important freight corridor, and is an alternative route for 1-90.
Congestion, safety issues, and flooding concerns have all contributed to the need
for major improvements to the corridor. The evaluation shall consider the use of
toll lanes for the project. The department must report to the transportation
committees of the legislature by December 1, 2007, on its analysis and
recommendations regarding the benefit of a freight corridor and the potential use
of freight toll lanes to improve safety and congestion in the corridor.

NEW__SECTION. Sec. 223. FOR THE DEPARTMENT OF
TRANSPORTATION—CHARGES FROM OTHER AGENCIES—
PROGRAM U

Motor Vehicle Account—State Appropriation . ................ $66,342,000
Motor Vehicle Account—Federal Appropriation. ................. $400,000

Multimodal Transportation Account—State
APPropriation. . . ... ... $259,000
TOTAL APPROPRIATION . ......... .. ..., $67,001,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) $36,665,000 of the motor vehicle fund—state appropriation is provided
solely for the liabilities attributable to the department of transportation. The
office of financial management must provide a detailed accounting of the
revenues and expenditures of the self-insurance fund to the transportation
committees of the legislature on December 31st and June 30th of each year.

(2) Payments in this section represent charges from other state agencies to
the department of transportation.

(a) FOR PAYMENT OF OFFICE OF FINANCIAL MANAGEMENT

DIVISION OF RISK MANAGEMENT FEES ................. $1,520,000
(b) FOR PAYMENT OF COSTS OF THE OFFICE OF THE STATE
AUDITOR. . .. $1,150,000

(c) FOR PAYMENT OF COSTS OF DEPARTMENT OF GENERAL
ADMINISTRATION FACILITIES AND SERVICES AND CONSOLIDATED

MAIL SERVICES. . ... $4,157,000
(d) FOR PAYMENT OF COSTS OF THE DEPARTMENT OF

PERSONNEL . ... .. $4,033,000
(e) FOR PAYMENT OF SELF-INSURANCE LIABILITY

PREMIUMS AND ADMINISTRATION. . ................... $36,665,000
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(f) FOR PAYMENT OF THE DEPARTMENT OF GENERAL

ADMINISTRATION CAPITAL PROJECTS SURCHARGE. ... .. $1,838,000
(g) FOR ARCHIVES AND RECORDS MANAGEMENT ...... $647,000
(h) FOR OFFICE OF MINORITIES AND WOMEN BUSINESS

ENTERPRISES .. ... . $1,070,000
(1) FOR USE OF FINANCIAL SYSTEMS PROVIDED BY

THE OFFICE OF FINANCIAL MANAGEMENT ................ $930,000
(j) FOR POLICY ASSISTANCE FROM THE DEPARTMENT

OF INFORMATION SERVICES . .. ...... .. .. .. it $1,138,000
(k) FOR LEGAL SERVICE PROVIDED BY THE ATTORNEY

GENERAL'SOFFICE .. ... ... ... . i $8.,859,000

(1) FOR LEGAL SERVICE PROVIDED BY THE ATTORNEY
GENERAL'S OFFICE FOR THE SECOND PHASE OF THE BOLDT
LITIGATION . ... e $158,000

NEW__SECTION. Sec. 224. FOR THE DEPARTMENT OF
TRANSPORTATION—PUBLIC TRANSPORTATION—PROGRAM V
Regional Mobility Grant Program Account—State

Appropriation. ... ... $40,000,000
Multimodal Transportation Account—State

APPropriation. . .. ...t $85,202,000
Multimodal Transportation Account—Federal

APPropriation. . . ... vt $2,582,000
Multimodal Transportation Account—Private/Local

APPropriation. . .. ...ttt e $291,000

TOTAL APPROPRIATION . ....... ... ... . ... .. $128,075,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) $25,000,000 of the multimodal transportation account—state
appropriation is provided solely for a grant program for special needs
transportation provided by transit agencies and nonprofit providers of
transportation.

(a) $5,500,000 of the amount provided in this subsection is provided solely
for grants to nonprofit providers of special needs transportation. Grants for
nonprofit providers shall be based on need, including the availability of other
providers of service in the area, efforts to coordinate trips among providers and
riders, and the cost effectiveness of trips provided.

(b) $19,500,000 of the amount provided in this subsection is provided solely
for grants to transit agencies to transport persons with special transportation
needs. To receive a grant, the transit agency must have a maintenance of effort
for special needs transportation that is no less than the previous year's
maintenance of effort for special needs transportation. Grants for transit
agencies shall be prorated based on the amount expended for demand response
service and route deviated service in calendar year 2005 as reported in the
"Summary of Public Transportation - 2005" published by the department of
transportation. No transit agency may receive more than thirty percent of these
distributions.

(2) Funds are provided for the rural mobility grant program as follows:
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(a) 88,500,000 of the multimodal transportation account—state
appropriation is provided solely for grants for those transit systems serving small
cities and rural areas as identified in the Summary of Public Transportation -
2005 published by the department of transportation. Noncompetitive grants
must be distributed to the transit systems serving small cities and rural areas in a
manner similar to past disparity equalization programs.

(b) $8,500,000 of the multimodal transportation account—state
appropriation is provided solely to providers of rural mobility service in areas
not served or underserved by transit agencies through a competitive grant
process.

(3) $8,600,000 of the multimodal transportation account—state
appropriation is provided solely for a vanpool grant program for: (a) Public
transit agencies to add vanpools; and (b) incentives for employers to increase
employee vanpool use. The grant program for public transit agencies will cover
capital costs only; no operating costs for public transit agencies are eligible for
funding under this grant program. No additional employees may be hired from
the funds provided in this section for the vanpool grant program, and supplanting
of transit funds currently funding vanpools is not allowed. Additional criteria
for selecting grants must include leveraging funds other than state funds.

(4) $40,000,000 of the regional mobility grant program account—state
appropriation is provided solely for the regional mobility grant projects
identified on the LEAP Transportation Document 2007-B as developed April 20,
2007. The department shall review all projects receiving grant awards under this
program at least semiannually to determine whether the projects are making
satisfactory progress. Any project that has been awarded funds, but does not
report activity on the project within one year of the grant award, shall be
reviewed by the department to determine whether the grant should be
terminated. The department shall promptly close out grants when projects have
been completed, and any remaining funds available to the office of transit
mobility shall be used only to fund projects on the LEAP Transportation
Document 2007-B as developed April 20, 2007. The department shall provide
annual status reports on December 15, 2007, and December 15, 2008, to the
office of financial management and the transportation committees of the
legislature regarding the projects receiving the grants.

(5) $17,168,087 of the multimodal transportation account—state
appropriation is reappropriated and provided solely for the regional mobility
grant projects identified on the LEAP Transportation Document 2006-D,
regional mobility grant program projects as developed March 8, 2006. The
department shall continue to review all projects receiving grant awards under
this program at least semiannually to determine whether the projects are making
satisfactory progress. The department shall promptly close out grants when
projects have been completed, and any remaining funds available to the office of
transit mobility shall be used only to fund projects on the LEAP Transportation
Document 2007-B as developed April 20, 2007, or the LEAP Transportation
Document 2006-D as developed March 8, 2006.

(6) $200,000 of the multimodal transportation account—state appropriation
is provided solely for the department to study and then develop pilot programs
aimed at addressing commute trip reduction strategies for K-12 students and for
college and university students. The department shall submit to the legislature
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by January 1, 2009, a summary of the program results and recommendations for
future student commute trip reduction strategies. The pilot programs are
described as follows:

(a) The department shall consider approaches, including mobility education,
to reducing and removing traffic congestion in front of schools by changing
travel behavior for elementary, middle, and high school students and their
parents; and

(b) The department shall design a program that includes student
employment options as part of the pilot program applicable to college and
university students.

(7) $2,400,000 of the multimodal account—state appropriation is provided
solely for establishing growth and transportation efficiency centers (GTEC).
Funds are appropriated for one time only. The department shall provide in its
annual report to the legislature an evaluation of the GTEC concept and
recommendations on future funding levels.

(8) $381,000 of the multimodal transportation account—state appropriation
is provided solely for the implementation of Substitute House Bill No. 1694
(reauthorizing the agency council on coordinated transportation). If Substitute
House Bill No. 1694 is not enacted by June 30, 2007, the amount provided in
this subsection shall lapse.

(9) $136,000 of the multimodal transportation account—private/local
appropriation is provided solely for the implementation of Senate Bill No. 5084
(updating rail transit safety plans). If Senate Bill No. 5084 is not enacted by
June 30, 2007, the amount provided in this subsection shall lapse.

(10) $60,000 of the multimodal transportation account—state appropriation
is provided solely for low-income car ownership programs. The department
shall collaborate with interested regional transportation planning organizations
and metropolitan planning organizations to determine the effectiveness of the
programs at providing transportation solutions for low-income persons who
depend upon cars to travel to their places of employment.

(11) $1,000,000 of the multimodal transportation account—state
appropriation is provided solely for additional funding for the trip reduction
performance program, including telework enhancement projects. Funds are
appropriated for one time only.

(12) $2,000,000 of the multimodal transportation account—state
appropriation is provided solely for the tri-county connection service for Island,
Skagit, and Whatcom transit agencies.

NEW__SECTION. Sec. 225. FOR THE DEPARTMENT OF
TRANSPORTATION—MARINE—PROGRAM X
Puget Sound Ferry Operations Account—State

Appropriation. . . ......... .. $412,189,000

Multimodal Transportation Account—State
APPropriation. . .. ...... it $1,830,000
TOTAL APPROPRIATION . ............ooviii... $414,019,000

The appropriations in this section are subject to the following conditions
and limitations:

(1) $79,191,000 of the Puget Sound ferry operations—state appropriation is
provided solely for auto ferry vessel operating fuel in the 2007-2009 biennium.
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(2) The Washington state ferries must work with the department's
information technology division to implement an electronic fare system,
including the integration of the regional fare coordination system (smart card).
Each December and June, semiannual updates must be provided to the
transportation committees of the legislature concerning the status of
implementing and completing this project, with updates concluding the first
December after full project implementation.

(3) The Washington state ferries shall continue to provide service to Sidney,
British Columbia.

(4) $1,830,000 of the multimodal transportation account—state
appropriation is provided solely to provide passenger-only ferry service. The
ferry system shall continue passenger-only ferry service from Vashon Island to
Seattle through June 30, 2008. Ferry system management shall continue to
implement its agreement with the inlandboatmen's union of the pacific and the
international organization of masters, mates and pilots providing for part-time
passenger-only work schedules.

(5) $932,000 of the Puget Sound ferries operations account—state
appropriation is provided solely for compliance with department of ecology
rules regarding the transfer of oil on or near state waters. Funding for
compliance with on-board fueling rules is provided for the 2008 fiscal year. The
department may request funding for the 2009 fiscal year if the request is
submitted with an alternative compliance plan filed with the department of
ecology, as allowed by rule.

(6) $1,116,000 of the Puget Sound ferry operations account—state
appropriation is provided solely for ferry security operations necessary to
comply with the ferry security plan submitted by the Washington state ferry
system to the United States coast guard. The department shall track security
costs and expenditures. Ferry security operations costs shall not be included as
part of the operational costs that are used to calculate farebox recovery.

(7) $378,000 of the Puget Sound ferry operations account—state
appropriation is provided solely to meet the United States coast guard
requirements for appropriate rest hours between shifts for vessel crews on the
Bainbridge to Seattle and Edmonds to Kingston ferry routes.

(8) $694,000 of the Puget Sound ferries operating account—state
appropriation is provided solely for implementing Engrossed Substitute House
Bill No. 2358 as follows:

(a) The department shall allow the joint transportation committee
workgroup established in section 205(1) of this act to participate in the following
elements as they are described in Engrossed Substitute House Bill No. 2358:

(i) Development and implementation of a survey of ferry customers;

(i1) Analysis and reestablishment of vehicle level of service standards. In
reestablishing the standards, consideration shall be given to whether boat wait is
the appropriate measure. The level of service standard shall be reestablished in
conjunction with or after the survey has been implemented;

(iii) Development of pricing policy proposals. In developing these policies,
the policies, in effect on some routes, of collecting fares in only one direction
shall be evaluated to determine whether one-way fare pricing best serves the
ferry system. The pricing policy proposals must be developed in conjunction
with or after the survey has been implemented;
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(iv) Development of operational strategies. The operational strategies shall
be reestablished in conjunction with the survey or after the survey has been
implemented;

(v) Development of terminal design standards. The terminal design
standards shall be finalized after the provisions of subsections (a)(i) through (iv)
and subsection (b) of this section have been developed and reviewed by the joint
transportation committee; and

(vi) Development of a capital plan. The capital plan shall be finalized after
terminal design standards have been developed by the department and reviewed
by the joint transportation committee.

(b) The department shall develop a ridership demand forecast that shall be
used in the development of a long-range capital plan. If more than one forecast
is developed they must be reconciled.

(¢c) The department shall update the life cycle cost model to meet the
requirements of Engrossed Substitute House Bill No. 2358 no later than August
1, 2007.

(d) The department shall develop a cost allocation methodology proposal to
meet the requirements described in Engrossed Substitute House Bill No. 2358.
The proposal shall be completed and presented to the joint transportation
committee no later than August 1, 2007.

NEW _SECTION. Sec. 226. FOR THE DEPARTMENT OF
TRANSPORTATION—RAIL—PROGRAM Y—OPERATING
Multimodal Transportation Account—State Appropriation. .. . ... $37,034,000

The appropriation in this section is subject to the following conditions and
limitations:

(1) The department shall publish a final long-range plan for Amtrak
Cascades by September 30, 2007. By December 31, 2008, the department shall
submit to the office of financial management and the transportation committees
of the legislature a midrange plan for Amtrak Cascades that identifies specific
steps the department would propose to achieve additional service beyond current
levels.

(2)(a) $29,091,000 of the multimodal transportation account—state
appropriation is provided solely for the Amtrak service contract and Talgo
maintenance contract associated with providing and maintaining the state-
supported passenger rail service. Upon completion of the rail platform project in
the city of Stanwood, the department shall provide daily Amtrak Cascades
service to the city.

(b) The department shall negotiate with Amtrak and Burlington Northern
Santa Fe to adjust the Amtrak Cascades schedule to l