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The United States Exploratory Expedition was funded by Congress in 1836 with the primary purpose of pro-
viding accurate naval maps for the whaling industry. The expedition set out in 1838 and returned four years
later after completely encircling the globe and visiting most every non-civilized coastal area in the world,
including the Pacific Northwest. A large number of currently used Puget Sound names were provided by this
expedition, including Commencement Bay and Elliott Bay.

The expedition was commanded by Charles Wilkes, a renowned surveyor of the time who lacked leader-
ship experience and was thought by many of his crew to be cruel and arrogant. Wilkes was promptly court
martialed upon the expedition's return although acquitted of most charges. Wilke's expedition also returned
to a different administration than that which they set off to. The new administration did not share the initial
interest and enthusiasm for the project and for these reasons the expedition did not capture the public imagi-
nation and has largely been forgotten.

The specimens and artifacts brought back by expedition scientists (including naturalists, botanists, a
mineralogist, taxidermists, artists and a philologist) ultimately formed the foundation for the Smithsonian
Institution collection. The expedition is also credited with determining Antartica to be a continent.
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Statistical Summary

2006 Regular Session of the 59th Legislature

Passed Partially

Bills Before Legislature Introduced Legislature Vetoed | Vetoed | Enacted
2006 Regular Session (January 9 -March 8)
House 993 210 1 11 209
Senate 772 166 5 6 161
TOTALS 1,765 376 17 370
Initiatives, Joint Memorials, Joint Resolutions and Filed with the
Concurrent Resolutions Before Legislature Introduced Secretary of State
2006 Regular Session (January 9 -March 8)

House 44 9

Senate 36 6

TOTALS 80 15

Initiatives 3 2
Gubernatorial Appointments Referred Confirmed
2006 Regular Session (January 9 -March 8) 97 80
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Performance Audits of Government Initiative.
By People of the State of Washington.

Background: During the 2005 session, the Legislature
addressed government accountability in legislation that
provided roles for the State Auditor, contracted perfor-
mance audits, the Joint Legidative Audit and Review
Committee (JLARC), and a newly created board.

In Engrossed Substitute House Bill 1064, 2005, the

legislature created a Citizen Oversight Board to improve
efficiency, effectiveness, and accountability in state gov-
ernment. The board and the State Auditor were to col-
laborate with JLARC regarding performance audits of
state government. The board's purpose was to establish
performance audit criteria consistent with criteria and
standards used by JLARC when they conduct audits.
Using these criteria, the State Auditor was to contract for
a statewide performance review as a preliminary step to
preparing adraft performance audit plan. The board aso
had collaborative responsibilities in preparing and issu-
ing the final audit reports.
Summary: Initiative 900 requires that the State Auditor
perform, or contract for the performance of, audits of
state and local government agencies, accounts, and pro-
grams. The auditor also has authority to perform audits
of both the legidlative and judicial branches of govern-
ment. The audits are to include areview and analysis of
the economy, efficiency, and effectiveness of govern-
mental policies, management, fiscal affairs, and opera-
tions. The audit results and the auditor’'s
recommendations must be submitted to the appropriate
legidlative body and the public. The legidlative body is
required to hold a public hearing on the audit’s results.

Effective: December 8, 2005

| 901
C2L06

Clean Indoor Air Act Amendment.
By People of the State of Washington.

Background: The Washington Clean Indoor Air Act
(Act), originally enacted in 1985, prohibits smoking in a
public place, except within designated smoking areas.
"Public place" is that portion of any building or vehicle
used by or open to the public, regardless of who owns it
and whether or not afeeis charged for entry. Under cur-
rent law, the owner of the designated smoking areain a
public place must use existing physical barriers and ven-
tilation systems to minimize smoke entering any non-
smoking areas that are located in the same premises.
Currently, bars, restaurants, taverns, bowling alleys, and
tobacco shops may be designated smoking areas in their

entirety. A person who intentionally violates the Act by
smoking in a public place is subject to a $100 fine.

The Washington Industrial Safety and Health Act
(WISHA) regulates tobacco smoke in office settings.
Under WISHA regulations, smoking is prohibited in all
office work sites except in specificaly designated smok-
ing rooms. Company cafeterias, meeting rooms, and
other ancillary office work sites must be smoke free.
Summary: No person may smokein apublic placeor in
any place of employment. Initiative 901 (1-901) expands
the current definition of public place to include bars, tav-
erns, bowling dleys, skating rinks, casinos, schools,
reception areas, and at least seventy-five percent of the
sleeping quarters within a hotel or motel that are rented
to guests. The definition of public place also includes a
private residence or home-based business when that resi-
dence or business is used to provide licensed child care,
foster care, adult care, or other similar social service care
on the premises. Designated smoking areas in public
places or places of employment will no longer exist.

Smoking is not allowed within a"presumptively rea-
sonable minimum distance” from entrances, exits, win-
dows that open, and ventilation intakes that serve an
enclosed area where smoking is prohibited. 1-901
defines a " presumptively reasonable distance" as twenty-
five feet. However, the initiative provides that any per-
son who is smoking while just passing by or through a
public place while on apublic sidewalk or public right of
way does not intentionally violate the prohibition.

[-901 directs local health departments to enforce the
prohibitions. Currently, local fire departments have
enforcement authority.

Any person who owns or controls a public place or
place of employment, may seek to rebut the presumption
that twenty-five feet is a reasonable minimum distance
by applying to the director of the local health department
or health district. The standard that must be met to rebut
the presumption is clear and convincing evidence.

Anyone seeking to rebut the distance presumption
must prove that given the unique circumstances pre-
sented by the location of entrances, exits, windows that
open, ventilation intakes, or other factors, smoke will
not infiltrate or reach or enter into such public place or
place of employment and, therefore, the public health
and safety of the occupants will be protected by a lesser
distance. The initiative does not establish an absolute
minimum distance.

Effective: December 8, 2005



ESHB 1010

ESHB 1010
C195L 06

Concerning electric utility planning.

By House Committee on Technology, Energy & Com-
munications (originally sponsored by Representatives
Morris, Hudgins, Morrell, Linville, B. Sullivan, McCoy
and Chase).

House Committee on Technology, Energy & Communi-
cations
Senate Committee on Water, Energy & Environment

Background: Many energy utilities develop long-term
strategies, called "integrated resource plans' (IRPs) or
"least cost plans' to select reliable and cost-effective
resources for the planning horizon. The process typi-
cally involves public participation.

The Washington Utilities and Transportation Com-

mission (UTC) requires each regulated energy utility to
develop IRPs which describe the mix of supply resources
and conservation that will meet the utility's current and
future needs at the lowest reasonable cost to the utility
and its ratepayers. The long-term forecast period under
an IRP must be at least 10 years. At least two municipal
utilities and one public utility district in the state use
integrated resource plans.  Sesitle Public Utilities,
Tacoma Public Utilities, and Snohomish Public Utility
Digtrict.
Summary: All investor-owned and consumer-owned
electric utilities in the state, with more than 25,000 cus-
tomers, must develop detailed integrated resource plans
(IRPs) by September 1, 2008. All other utilities in the
state, including those that essentially receive al their
power from the Bonneville Power Administration, must
file either an IRP or aless detailed "resource plan” (RP)
by the same date. The governing body of a consumer-
owned utility must encourage public participation when
developing either plan.

Content of Integrated Resource Plans. An IRP must
describe the mix of generating resources and conserva
tion and efficiency resources that will meet current and
projected needs at the lowest reasonable cost to the util-
ity and its ratepayers. The plan must contain a number
of elements, including: (1) demand forecasts for at least
the next 10 years; (2) assessments of commercially avail-
able conservation and efficiency resources; (3) assess-
ments of commercially available utility scale renewable
and nonrenewabl e generating technologies; (4) compara
tive evaluation of renewable and nonrenewable generat-
ing resources; (5) integration of the demand forecasts
and resource evauations into a long-range assessment
describing the mix of supply side generating resources
and conservation and efficiency resource; and (6) a
short-term plan identifying the specific actions to be
taken by the utility consistent with long-range integrated
resource plan.

Content of Resource Plans. An RP must: (1) esti-
mate loads for the next five and 10 years; (2) enumerate
the resources that will be maintained and/or acquired to
serve those loads; and (3) explain, if the resources cho-
sen are not renewabl e resources or conservation and effi-
ciency resources, why such a decision was made. In
developing RPs, consumer-owned utilities are encour-
aged to use information provided to and by other state,
regional, national, and international entities. Consumer-
owned utilities are also encouraged to use determinations
required under the federal Energy Policy Act of 2005.
An RP must be updated at |east every two years.

Reporting Reguirements.  Investor-owned utilities
must submit their plans to the UTC. After the initia
reporting date for IRPs, updated | RPs must be produced
every four years and progress reports every two years.
Consumer-owned utilities must submit their plans to the
Department of Community, Trade and Economic Devel-
opment (CTED) every two years after the initial report-
ing date of September 1, 2008. A statewide summary of
al plans must be prepared by CTED, which must submit
the summary as part of the biennial state energy report.

Votes on Final Passage:
House % 1

Senate 47 O (Senate amended)

House (House refused to concur)
Senate (Senate receded)

Senate 46 O (Senate amended)

House 98 0 (House concurred)

Effective: June 6, 2006.
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C19 L 06

Regarding electrical transmission.

By House Committee on Technology, Energy & Com-
munications (originally sponsored by Representatives
Morrisand B. Sullivan).

House Committee on Technology, Energy & Communi-
cations
Senate Committee on Water, Energy & Environment

Background: Electrical Transmission. The region's
electrical transmission grid is an interconnected network
of transmission lines that transfers bulk power between
points of supply and demand. The main grid consists of
500 kilovolt, 345 kilovolt, and 230 kilovolt lines. These
lines are usually mounted on large metal towers that
range in height from 70 to 170 feet, depending on the
size, location, and design of the tower. The towers typi-
cally require rights-of-way that are 90 to 165 feet wide.
Energy Policy Act of 2005. The national Energy
Policy Act of 2005 (Act) was signed into law August
2005. Section 1221 of the Act authorizes the Secretary of
the U.S. Department of Energy (Secretary) to conduct a
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study within one year of passage, and triennialy thereaf-
ter, of electric transmission congestion. The Secretary
will issue a report based on the study, which may desig-
nate any geographic area experiencing electric energy
transmission capacity constraints or congestion that
adversely affects consumers as a national interest energy
electric transmission corridor.

In determining whether to designate a particular area
as a national interest electric transmission corridor, the
Secretary may consider the following:

» whether the economic vitality and development of
the corridor, or the end markets served by the corri-
dor, may be constrained by lack of adequate or rea-
sonably priced electricity;

» whether economic growth in the corridor, or the end
markets served by the corridor, may be jeopardized
by reliance on limited sources of energy, and adiver-
sification of supply is warranted;

» whether the energy independence of the United
States would be served by the designation;

» whether the designation would be in the interest of
national energy policy; and whether the designation
would enhance national defense and homeland secu-
rity.

FERC's Backstop Authority. The Act authorizes the

Federal Energy Regulatory Commission to issue per-

mits for construction or modification of electric

transmission in anational interest transmission corri-
dor if:

 astate does not have siting authority;

 adstate does not consider interstate benefits;

» astate has withheld approval for more than one year
after the filing of an application or one year after the
designation as a national interest electric transmis-
sion corridor; or

» astate has conditioned its approval in such a manner
that there will be no significant reduction of trans-
mission congestion.

EFSEC Licensing. The Energy Facility Site Evalua

tion Council (EFSEC) was created in 1970 to pro-

vide one-stop licensing for large energy projects.

The EFSEC's membership includes mandatory rep-

resentation from five state agencies and discretion-

ary representation from four additional state
agencies. The EFSEC's membership may include
representatives from the particular city, county, or
port district where potential projects may be located.
The EFSEC's jurisdiction includes the siting of large
intrastate natural gas and petroleum pipelines, elec-
tric power plants above 350 megawatts, new oil
refineries, large expansions of existing facilities, and
underground natural gas storage fields. For electric
power plants, the EFSEC's jurisdiction extends to
those associated facilities that include new transmis-
sion lines that operate in excess of 200 kilovolts and
are necessary to connect the plant to the Northwest

power grid.

The EFSEC siting process generally involves six

steps: (1) a potential site study followed by an appli-

cation; (2) a State Environmental Policy Act review;

(3) a review for consistency with applicable local

land use laws and plans; (4) aformal adjudication on

al issues related to the project; (5) certain air and
water pollution discharge permitting reviews as dele-
gated by the U.S. Environmental Protection Agency;
and (6) arecommendation to the Governor who then
decides whether to accept, reject, or remand the
application. A certification agreement approved by
the Governor preempts any other state or local regu-
lation concerning the location, construction, and
operational conditions of an energy facility. Under
the EFSEC process, the applicant is required to pay
the costs of the EFSEC in processing an application.

County and City Growth Management. Under the

Growth Management Act, certain counties and cities

must develop comprehensive land use plans outlin-

ing the coordinated land use policy of the county or
city. The comprehensive land use planning process
includes adopting development regulations, such as
zoning ordinances, critical areas ordinances, and
binding site plan ordinances.
Summary: EFSEC Jurisdiction. The EFSEC jurisdic-
tion is extended to include new electrical transmission
lines that operate in excess of 115 kilovolts that are nec-
essary to connect a power plant to the region's power
grid and electrical transmission facilitiesin excess of 115
kilovolts in national interest electric transmission corri-
dors. When siting transmission facilities, EFSEC must
not consider the fuel source of the electricity to be car-
ried on the facilities.

After "The EFSEC is designated as the state author-
ity for purposes of siting transmission facilities under the
national Energy Policy Act of 2005 and any accompany-
ing regulations that may be adopted by the U.S. Secre-
tary of Energy.”, and "The EFSEC's authority regarding
transmission facilities is limited to those transmission
facilities that are the subject of the Energy Policy Act of
2005. When siting transmission facilities related to
Energy Policy Act of 2005, the EFSEC may consider
interstate benefits to be achieved by the proposed con-
struction or modification of the facilitiesin the state." In
addition, the EFSEC must convey to the U.S. Secretary
of Energy the views of interested parties in the state con-
cerning the appropriate limits on federal authority over
transmission siting in the state.

Changes to the EFSEC Process. Various updates are
made to the EFSEC process, including the consideration
of local land use plans and ordinances adopted under the
Growth Management Act. Also, reimbursements are
authorized for the time alocal government's member or
designee services on the EFSEC in reviewing a siting
application.
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Votes on Final Passage:
House 93 2

Senate 46 O (Senate amended)
House 98 O

Senate 48 O (Senate amended)
House 9% O (House concurred)

Effective: June 7, 2006

EHB 1069
C197L 06

Requiring performance audits for tax preferences.

By Representatives Mclntire, Conway, Priest,
Upthegrove, Kilmer, Moeller, Dickerson, Williams,
Schual-Berke, Nixon, Springer, Sells, P. Sullivan, Green,
Lovick, Kenney, Haigh, Wallace, Kagi, Simpson,
Linville, Morris, Wood, Hunter, Lantz, Hudgins, Ericks,
Darneille, Clibborn, Sommers, Morrell, Takko, O'Brien,
Appleton, Hunt, Santos, Ormsby, Murray and Chase.

House Committee on Finance
Senate Committee on Ways & Means

Background: Tax exemptions, exclusions, deductions,
credits, deferrals, and preferential rates are known as tax
preferences. The Department of Revenue (Department)
publishes a report on tax preferences every four years.
The report covers more than 400 tax preferences and
describes each preference, the year of enactment, the
purpose of the preference (or the Department's best esti-
mate of the purpose), an indication of primary beneficia-
ries, and estimated fiscal impact.

The Washington Sunset Act of 1977 establishes a
procedure for reviewing and terminating state agencies
or programs. If the Legislature sets a termination date
for an agency or program, the Joint Legislative Audit and
Review Committee (JLARC) conducts a review of the
agency or program and makes recommendations to the
Legidature. The Legislature may alow the agency or
program to terminate as scheduled, may allow the
agency or program to continue with another review
scheduled for a later date, or may alow the agency or
program to continue without scheduling further review.
The Sunset Act does not apply to tax preferences.

In 1982 the Legislature enacted legislation that
began a similar sunset procedure for tax preferences.
The legislation directed the Joint Select Committee on
Sunset Review to draft a bill that would provide a sched-
ule for terminating all tax preferences. This legislation
also created a process for reviewing each tax preference
before its scheduled termination. The review was to be
performed by the Legisative Budget Committee, a pre-
decessor of the JLARC. The Joint Select Committee on
Sunset Review drafted the bill creating a termination
schedule for tax preferences. This bill was introduced
during the 1983 session, but was not enacted. The pro-

4

cess created in 1982 for sunset review of tax preferences
remains in statute. But in the absence of a statutory ter-
mination schedule, the process has not been imple-
mented.

Summary: The Legislature recognizes that tax prefer-
ences are intended to be in the public interest. The Leg-
islature finds that periodic review of tax preferences is
needed to determine if their continued existence will
serve the public interest.

The Citizen Commission for Performance Measure-
ment of Tax Preferences (Commission) is created, with
two nonvoting members and five voting members. The
state auditor and the chair of the Joint Legidative Audit
and Review Committee are nonvoting members. The
chair of each of the two largest caucuses of the Senate
and the two largest caucuses of the House of Representa-
tives must each appoint a voting member. None of these
appointees may be members of the Legislature. The
Governor must select the seventh member.

The Commission must develop a schedule for review
of tax preferences at least once every 10 years. The
Commission isto schedule all tax preferencesfor review,
except those required by constitutional law, those the
Commission determines are a critical part of the struc-
ture of the tax system, the small business and occupation
tax credit, sales and use exemptions for food and pre-
scription drugs, property tax relief for retired persons,
property tax valuations based on current use, and tax
exemptions for machinery and equipment for manufac-
turing, research and development, or testing. An expe-
dited review may be provided for tax preferences with an
estimated biennial fiscal impact of $10 million or less.
The Commission must provide a process for effective
citizen input during its deliberations.

The JLARC must review tax preferences according
to thelO-year schedule developed by the Commission.
The JLARC must consider, but is not limited to, the fol-
lowing factorsin the review:

1) the classes of individuals, types of organizations, or
types of industries whose state tax liabilities are
directly affected by the tax preference;

2) public policy objectives that might provide a justifi-
cation for the tax preference, including the extent to
which the preference encourages business growth
or relocation into this state, promotes growth or
retention of high wage jobs, or helps stabilize com-
munities,

3) evidence that the existence of the tax preference has
contributed to the achievement of any of the public
policy objectives,

4) the extent to which continuation of the tax prefer-
ence might contribute to any of the public policy
objectives;

5) the extent to which terminating the tax preference
may have negative effects on beneficiaries of the
tax preference, and the extent to which resulting
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higher taxes may have negative effects on employ-
ment and the economy;

6) the extent to which the tax preference may provide
unintended benefits to an individual, organization,
or industry;

7) the feasibility of modifying the preference to pro-
vide for adjustment or recapture of the tax benefits
of the preference if the objectives are not fulfilled;

8) fiscal impacts of the tax preference, including past
impacts and expected future impacts if it is contin-
ued;

9) the extent to which termination of the tax preference
would affect the distribution of liability for payment
of state taxes; and

10) consideration of similar tax preferences adopted in
other states, and potential public policy benefits
that might be gained by incorporating correspond-
ing provisions in Washington.

For each tax preference, the JLARC must provide a
recommendation as to whether the tax preference should
be continued without modification, modified, scheduled
for sunset review at afuture date, or terminated immedi-
ately. The JLARC may recommend accountability stan-
dards for the future review of atax preference.

The JLARC must submit areport to the Commission
by August 30 of each year. The Commission may
review and comment on the JLARC report. The JLARC
must prepare a final report that includes any comments
of the Commission and submit the report to the House
Finance and Senate Ways & Means Committees by
December 30. The legidative committees are to hold a
joint hearing on the report.

The first report of the JLARC is due by August 30,
2006. Thefirst report of the Commission to the Legisla-
ture is due by December 30, 2006. A special report on a
shorter time line is required for tax preferences that
expire before January 1, 2007. The JLARC must submit
this special report to the Legislature by January 12, 2006.

Staff support to the Commission is provided by the
JLARC, and the Department of Revenue and Employ-
ment Security Department are directed to provide infor-
mation needed by the Commission or the JLARC.

Statutes relating to the unimplemented 1982 tax
preference review are repeal ed.

Votes on Final Passage:

House 63 32
House 61 34
Senate 33 15

Effective: June 7, 2006
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Protecting dependent persons.

By House Committee on Criminal Justice & Corrections
(originally sponsored by Representatives McDonald,
O'Brien and Morrell).

House Committee on Crimina Justice & Corrections
Senate Committee on Judiciary

Background: |. Criminal Mistreatment. In genera, a
person commits criminal mistreatment if he or she:

* isthe parent of achild, is a person entrusted with the
physical custody of achild or dependent person, or is
employed to provide a child or dependent person
with the basic necessities of life; and

 withholds the basic necessities of life from the child
or dependent person.

The penalty for crimina mistreatment depends on
the intent of the perpetrator and the harm caused to the
victim. For example, it is criminal mistreatment in the
first degree if the perpetrator recklessly causes great
bodily harm to the child or dependent person. Criminal
mistreatment in the first degreeis a class B felony with a
seriousness level of V.

Additionally, it is criminal mistreatment in the sec-
ond degree if the person recklessly creates an imminent
and substantial risk of death or great bodily harm or
recklessly causes substantial bodily harm. Criminal mis-
treatment in the second degree is a class C felony with a
seriousness level of 1.

[l. Abandonment. In general, a person commits
abandonment of a dependent person if he or she:

* isthe parent of achild, is a person entrusted with the
physical custody of achild or dependent person, or is
employed to provide a child or dependent person
with the basic necessities of life; and

« abandons the dependent person.

Aswith criminal mistreatment, the penalty for aban-
donment of a dependent person depends on the intent of
the perpetrator and the harm caused to the victim. For
example, it is abandonment of a dependent person in the
first degree if the perpetrator recklessly causes great
bodily harm. Abandonment of a dependent person in the
first degreeisaclass B felony with a seriousness level of
V.

Additionally, it is abandonment of a dependent per-
son in the second degree if the perpetrator recklessly cre-
ates an imminent and substantial risk of death or great
bodily harm or recklessly causes substantial bodily harm.
Abandonment of a dependent person in the second
degreeisaclass C felony with a seriousness level of 111.

Summary: |. Crimina Mistreatment. The circum-
stances under which a person can be guilty of criminal
mistreatment are expanded to include when a person
who has assumed the responsibility to provide a depen-
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dent person the basic necessities of life withholds the
basic necessities of life. However, Good Samaritans and
government agencies that regularly provide care or assis-
tance to dependant persons are provided protection from
criminal liability for negligent acts that constitute crimi-
nal mistreatment in the third or fourth degree.

A "Good Samaritan" is defined as any individual or
group of individuals who are not related to the dependent
person; who voluntarily provides assistance or services
of any type to the dependent person; who is not paid,
given gifts, or made a beneficiary of any assets valued at
$500 or more, for any reason, by the dependent person,
the dependent person's family, or the dependent person's
estate; and who does not commit or attempt to commit
any other crime against the dependent person or the
dependent person's estate.

The seriousness level for criminal mistreatment in
the first degreeis increased from V to IX. The serious-
ness level for criminal mistreatment in the second degree
isincreased from I11 to V.

[1. Abandonment. The circumstances under which a
person can be guilty of abandonment of a dependent per-
son are expanded to include when a person who assumed
the responsibility to provide a dependent person the
basic necessities of life abandons the dependent person.

The seriousness level for abandonment of a depen-
dent person in the first degree isincreased from V to I X.
The seriousness level for abandonment of a dependent
person in the second degree isincreased from 111 to V.
Votes on Final Passage:
House 97 O
House 96 O
Senate 42 O
House 97 O

Effective: June 7, 2006

(Senate amended)
(House concurred)
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Providing for early intervention services for children
with disabilities.

By House Committee on Appropriations (originaly
sponsored by Representatives Dickerson, Talcott,
Linville, Tom, Priest, Darneille, Pettigrew, Shabro,
Jarrett, McCoy, Roberts, Kagi, Clements, Dunn, Hunter,
Qual, Haer, Hinkle, Cody, Walsh, Ormsby, Kilmer,
Simpson, Kesser, Morrell, Williams, O'Brien, Chase,
Hunt, Schual-Berke, Conway, Santos, Haigh,
Upthegrove and B. Sullivan).

House Committee on Children & Family Services

House Committee on Appropriations

Senate Committee on Early Learning, K-12 & Higher
Education

Senate Committee on Ways & Means

6

Background: Early intervention services to Washing-
ton's children with disabilities who are between the ages
of birth and three years are available though the Depart-
ment of Social and Health Services (DSHS) and through
some school districtsin the state. The DSHS early inter-
vention services are administered under the Infant and
Toddler Early Intervention Program (ITEIP). School
district early intervention programs are typically pro-
vided as part of a continuum of special education ser-
vices to children with disabilities. School districts may
work in partnership with the ITEIP and provide services
directly or through contracts with local birth-to-three
agencies and providers.

The DSHS is the lead state agency responsible for
providing early intervention services to children with
disabilities between birth and three years of age and is
the payer of last resort for these services. School dis-
tricts are required to provide special education services
to eigible children with disabilities between the ages of
three and 21 years. There is, however, no requirement
for districtsto provide early intervention services to chil-
dren with disabilities between birth and three years of
age.
If a school district chooses to serve pre-school age
children with disabilities, it must do so in the birth-to-
three age group according to state regulations imple-
menting Part C of the federal Individuals with Disabili-
tiesAct (IDEA). School districts opting to provide these
early intervention services are entitled to regular appor-
tionments from state and county school funds and alloca-
tions from state excess cost funds available for special
servicesto children with disabilities.

Approximately 60 percent of school districts now

provide birth-to-three early intervention services. The
Office of the Superintendent of Public Instruction
(OSPI) and the DSHS estimate these districts are serving
about 83 percent of eligible children in the birth-to-three
age group statewide.
Summary: By September 1, 2009, each school district
must provide or contract for early intervention services
to al eligible children with disabilities from birth to
three years of age. Eligibility must be determined
according to Part C of the IDEA and as specified in state
regulation.

School districts must provide or contract for early
intervention services in partnership with local birth-to-
three agencies and providers. The services must not sup-
plant other services or funding currently provided for
birth-to-three early interventions. Birth-to-three early
intervention services are declared to be not part of basic
education under Article IX of the State Constitution.

Votes on Final Passage:
House 98 O

Senate 46 O
House 9%5 0

(Senate amended)
(House concurred)
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Effective; June 7, 2006
September 1, 2009 (Section 3)

3SHB 1226
C 348L 06

Adjusting application of campaign contribution limits.

By House Committee on Appropriations (originaly
sponsored by Representatives Schual-Berke, Tom,
Haigh, Cody, Fromhold, Jarrett, Hudgins, Conway,
Appleton, Flannigan, Murray, McCoy, Lantz, Hasegawa,
Williams, Kagi, Ormsby, Morrell, Chase, Dickerson,
Kenney and Sells).

House Committee on State Government Operations &
Accountability

House Committee on Appropriations

Senate Committee on Government Operations & Elec-
tions

Background: Campaign Contribution Limits. The Fair
Campaign Practices Act was enacted with the passage of
Initiative 134 in 1992. The initiative imposed campaign
contribution limits, further regulated independent expen-
ditures, restricted the use of public funds for political
purposes, and required public officials to report gifts
received in excess of $50. The contribution limits
imposed by Initiative 134 apply only to elections for
statewide office and elections for state legidative office.
Contribution limits imposed on an individual, a union, a
business, or apalitical action committee are an aggregate
of $700 per election to a candidate for state legidative
office and an aggregate of $1,400 per election to a candi-
date for statewide office. These limits are adjusted for
inflation by the Public Disclosure Commission (PDC)
every two years.

Disclosure for In-State Political Committees. The
PDC enforces campaign finance laws for political com-
mittees participating in state elections. A political com-
mittee is any person (except a candidate or an individual
dealing with his or her own resources) who expects to
receive contributions or make expenditures to support or
oppose a candidate or ballot measure. This includes
political parties, political action committees, one-issue
groups that disband after a single election, and propo-
nents and opponents of state or local ballot measures that
raise or spend money to support or oppose that measure.

Within two weeks of forming, or receiving or spend-
ing funds, an in-state political committee must file a
statement of organization with the PDC and file monthly
contribution and expenditure reports, as long as the total
expenditures and contributions exceed $200. If the com-
mittee isinvolved in an election, weekly reports must be
filed beginning four months before a specia or genera
election. Special reports are required 21 days before an
election, current to within five business days, and seven

days before an election, current to within one business

day. Late contributions and expenditures of $1,000 or

more must be reported if made or received within seven
days of a primary election or 21 days of a general elec-
tion.

Disclosure for Out-of-State Political Committees.
The Federal Elections Commission (FEC) enforces cam-
paign finance laws for political committees participating
in federal elections. Political committees participating in
federal elections must file a statement of organization
and detailed quarterly reports of contribution and expen-
diture activity. During a federal election year, political
committees must file monthly reports to the FEC, due on
the 20th day of the following month.

An out-of-state political committee that supports or
opposes candidates or ballot measures in this state must
submit areport to the PDC when it makes an expenditure
of $50 or more supporting or opposing a Washington
state candidate or political committee. If an out-of-state
committee is required to file campaign reports with the
FEC, the committee is exempted from in-state reporting.
Out-of-state political committees must abide by the con-
tribution limits of the state.

Summary: Campaign Contribution Limits. Campaign

contribution limits are extended to:

1) candidatesfor county officein acounty that has over
200,000 registered voters,

2) candidates for specia purpose district office in dis-
tricts authorized to provide freight and passenger
transfer and terminal facilities and that have over
200,000 registered voters; and

3) candidatesfor judicial office.

Contribution limits imposed for candidates for
county office may not exceed an aggregate of $700 per
election from an individual, a union, a business, or a
political action committee. Limits imposed for candi-
dates for special purpose district office or judicia office
may not exceed an aggregate of $1,400 per election
from an individual, a union or business, or a poalitical
action committee.  Political party contribution limits
also apply.

Contributions to candidates for whom the new limits
apply that are received before the effective date of the act
are considered to be contributions for the purposes of
campaign contribution limits statutes. Contributions that
exceed the limitations and have not been spent by the
recipient by the effective date of the act must be disposed
of in accordance with the laws regarding disposal of sur-
plus funds, except that the surplus funds may not be held
by the candidate for a future election or be used for non-
reimbursed public office-related expenses.

Out-of-State Political Committees. Provisions
related to campaign contribution disclosure by out-of-
state political committees are changed. Out-of-state
committees must report contributions of $2,500 or more
made by out-of-state residents and corporations, and the
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required reports must be submitted to the PDC by the
10th of each month. The provision is removed that
exempted out-of-state political committees reporting to
the FEC from reporting to the PDC.

Votes on Final Passage:

House 58 40
Senate 36 11 (Senate amended)
House 56 40 (House concurred)

Effective: June 7, 2006

SHB 1257
C110L 06

Providing an opportunity to reject motorcycle or motor-
driven cycle insurance coverage.

By House Committee on Financia Institutions & Insur-
ance (originally sponsored by Representatives Roach,
Kirby, Newhouse, Simpson, Holmquist, Haler,
Upthegrove, O'Brien and Nixon).

House Committee on Financial Institutions & Insurance
Senate Committee on Financial Institutions, Housing &

Consumer Protection
Background: Definition of Underinsured Motor Vehi-
cle. An "underinsured motor vehicle" is defined as a
vehicle in which the party legally responsible (by virtue
of ownership, maintenance, or use) for the bodily injury
or property damage has either no insurance coverage or
insufficient coverage to cover the full amount of the
damage costs to which the injured party is legally enti-
tled.

Requirements for Automobile Coverage. Automo-
bile insurance must include coverage for damages result-
ing from underinsured motor vehicles. An insurer must
include protection for insureds who are legally entitled to
recover damages for bodily injury, death, or property
damage from owners or operators of underinsured motor
vehicles, hit-and-run motor vehicles, and phantom vehi-
cles.

Waiver of Underinsured Coverage. An insured or
his or her spouse may reject underinsured coverage for
bodily injury, death, or property damage. The rejection
must be in writing. The rejection requirement applies
only to original issuance of policies and not to renewal or
replacement policies.

Exemptions from the Coverage Offering. The
underinsured coverage requirement does not apply to
operating a motorcycle or motor-driven cycle, although
some insurers elect to offer it. The coverage requirement
also does not apply to general liability policies or other
policies acting as excess to the insurance directly appli-
cable to the vehicle insured.

Summary: Aninsurer who elects to write motorcycle or
motor-driven cycle insurance must provide named
insureds an opportunity to reject underinsured coverage
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in writing. An insurer is only required to provide the
opportunity to named insureds who have purchased lia-
bility insurance.

Votes on Final Passage:

House 97 O
House 98 0
Senate 41 4
House 97 O

Effective: June 7, 2006

(Senate amended)
(House concurred)

HB 1305
C27L 06

Authorizing background checks before an authorized
emergency vehicle permit isissued.

By Representatives Haigh, McDonald, Eickmeyer,
Holmquist, Wallace, P. Sullivan, Roach, Morrell and
Sells.

House Committee on Transportation
Senate Committee on Transportation

Background: The Washington State Patrol (WSP) is
responsible for screening applicants for authorized emer-
gency vehicle permits. This permit is required for driv-
ers of Department of Transportation incident response
vehicles, private contractors providing funeral proces-
sion traffic control, school security personnel, and fire
department chiefs driving private vehicles.

As part of the screening process, applicants are

screened through both the WSP's criminal identification
section and the Federal Bureau of Investigation (FBI).
However, the FBI's policy regarding fingerprint checks
requires a legislative enactment authorizing the use of
FBI records for the screening of applicants. The WSPis
currently using the FBI's records by virtue of a tempo-
rary waiver.
Summary: The WSP's equipment and standards review
unit must require a records check of all applicants for an
authorized emergency vehicle permit through the WSP
and the FBI. The record check is required to include a
fingerprint check, and the applicant may be employed on
a conditional basis pending completion of the investiga-
tion.

Votes on Final Passage:

House 9% O
Senate 46 O

Effective: June 7, 2006
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EHB 1383
C300L 06

Requiring the public employees benefits board to
develop a health savings account option for employees.

By Representatives Condotta, Bailey, Newhouse, Curtis,
Hinkle, Pearson, Kretz, Strow, Armstrong, Kristiansen,
Talcott, Skinner and Holmquist.

House Committee on Health Care

House Committee on Appropriations

Senate Committee on Health & Long-Term Care

Senate Committee on Ways & Means

Background: In 2003, as part of the Medicare Modern-
ization Act, the U.S. Congress authorized people to
establish health savings accounts to work with qualifying
high-deducible health coverage to help people finance
medical expenses. Health savings accounts are tax-free
accounts that can be set up by individuals or employers.
They are persona accounts that are owned by individu-
as, even when employers establish and contribute to
them. Interest earned is not taxed, and funds that are not
used may carry over to the following year. A qualifying
high-deductible health plan is one that has an annual
deductible of at least $1,000 for individua coverage and
at least $2,000 for family coverage, with out-of-pocket
costs not to exceed $5,000 for an individual and $10,000
for families. Preventive careis not subject to the annual
deductible. The federal Internal Revenue Service rules
on high deductible health plans provide that services
such as physicals, immunizations, screenings, prenatal
care, and tobacco-cessation programs are covered with-
out imposing any deductible. Preventive care aso
includes medication taken to prevent a disease or reoc-
currence of a disease, such as taking cholesterol-lower-
ing medications to prevent heart disease.

Summary: The Public Employees Benefit Board must
develop a health savings account with a high-deductible
health plan as an option for employees who receive their
health care coverage through the Health Care Authority.
Votes on Final Passage:

House 87 10

House 88 10

Senate 43 4

Effective: June 7, 2006

2SHB 1384
C176L 06

Authorizing the construction and operation of renewable
energy projects by joint operating agencies.

By House Committee on Technology, Energy & Com-
munications (originaly sponsored by Representatives
Haler, B. Sullivan, Morris, Crouse, P. Sullivan, Chase
and Hudgins).

House Committee on Technology, Energy & Communi-
cations
Senate Committee on Government Operations & Elec-
tions
Senate Committee on Water, Energy & Environment
Background:  Joint operating agencies (JOAS) are
formed by cities and public utility districts that join
together to develop electricity generation projects. The
only JOA currently operating is Energy Northwest,
which operates and maintains the state's only nuclear-
powered electrical generation facility. Energy Northwest
has recently developed awind power generation site and
asolar power demonstration site, and is exploring gener-
ation using biomass and fuel cells.

A JOA must use a sealed bid process to purchase
materials, equipment, and supplies costing more than
$10,000 or to order work for the construction of generat-
ing facilities and associated facilities costing more than
$10,000.

A JOA may use a competitive negotiation process
for contracts to acquire materials, equipment, and sup-
plies or for work performed during the commercial oper-
ation of a nuclear generating project. This process may
be used where an existing contract isin default or is ter-
minated or if the managing director and the executive
board of the JOA finds that the project will be completed
or will operate more economically than using the sealed
bid process.

The negotiated bid process for selecting a contractor
includes several steps. The JOA issues arequest for pro-
posa along with public notice similar to that of the
sealed bid process. A pre-bid conference is held to dis-
cuss and clarify the contract requirements in the request
for proposal. Any inquires from potential offerors and
the responses from the JOA are given to all potential off-
erors. The contract requirements may be refined during
this process.

Once offerors submit proposals, further discussion
and clarification takes place with each offeror. Proposals
may be revised in order to obtain the best and fina
offers. Proposals must be opened and discussed in a
manner that protects their disclosure to competing offer-
ors during the negotiation process.

The JOA sdlects the offeror's proposal that is most
advantageous to the JOA and the state. The basis of the
final selection must be part of the contract file. After a
contract is awarded, a register of proposals is available

9
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for public inspection. Any offeror may request a briefing
conference on the selection.

The contract may be fixed price or cost-reimburs-
able, but not cost plus percentage of cost.

Summary: A JOA's authorization to use a competitive
negotiation process is extended to the acquisition of
materials, equipment, and supplies, and to work per-
formed in support of siting, constructing, developing, or
deploying of a renewable electrical energy generation
project. The competitive negotiation process may be
used if the managing director and the executive board of
the JOA find that the project operation or completion
will be more economical than using the sealed bid pro-
cess.

Renewable Energy. A renewable electrical genera-
tion project is a generation facility fueled by wind, solar
energy, geotherma energy, landfill gas, wave or tidal
action, gas produced by wastewater treatment, qualified
hydropower, or biomass energy. Qualified hydropower
means energy produced either: as aresult of moderniza-
tions or upgrades made after June 1, 1998, to hydro-
power facilities operating on May 8, 2001, that have
been demonstrated to reduce the mortality of anadro-
mous fish; or by run of the river or run of the canal
hydropower facilities that are not responsible for
obstructing the passage of anadromous fish.

Selection of Contractor. The selection process fol-
lows specified procedures which include a request for
proposals stating requirements, a preproposal confer-
ence, and periodic discussions open to al responsible
offerors to assure full understanding of requirements.
The selection of a contractor must be made in an open
public meeting as part of the public record.

The JOA must execute a contract with the responsi-
ble offeror whose proposal is determined to be the most
advantageous to the JOA and the state. Responsible off-
erors are offerors who possess necessary management
and financial resources, experience, and organize, and
the ability, capacity, and skill to successfully perform the
contract. Offerors must demonstrate through their pro-
posal professional competence, the technical merits of
the offer, and the price. Professional competence is the
offeror'stotality of demonstrated experience, knowledge,
skills, proficiency, and abilities to successfully perform
the contract.

Through out the process any inquiry is confirmed by
the JOA and the responseis sent to all potential offerors.
Also, proposals submitted are opened in a manner that
avoids disclosure of contents to competing offerors dur-
ing the process of negotiation. After the contract is
awarded, a register of proposals will be made available
for public inspection.

Contract Restrictions. The contract may be fixed
price or cost-reimbursement, but not cost plus percentage
of cost.
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Votes on Final Passage:

House 94 2
Senate 32 14

Effective: June 7, 2006

HB 1439
PARTIAL VETO

C363L 06
Modifying competitive bidding provisions.

By Representatives Green, Nixon, Haigh, Upthegrove,
Chase and Dunn; by request of Department of Genera
Administration.

House Committee on State Government Operations &
Accountability

Senate Committee on Government Operations & Elec-
tions

Background: The state purchasing and material control
director of the Department of General Administration
(GA) isresponsible for, among other things, the purchase
of al materials, supplies, services, and equipment
needed for the operation of all state institutions. With
some exceptions, a forma sealed bid procedure is
required for all purchases and contracts for purchases
and sales above a certain dollar amount.

Public works bids are addressed throughout statute
and described individually for

different public bodies. Under most circumstances,

contractors are selected through competitive bidding.
The contract is awarded to the lowest responsible bidder,
although the public body selecting the contractor is per-
mitted to reject any or all bids.
Summary: The state law governing the state's purchase
of goods and services is amended to allow for electronic
or web-based bid procedures for all purchases and con-
tracts for purchases executed by the GA. Under competi-
tive bidding procedures, the bid must be given in a
written or electronic format. Bid prices may not be dis-
closed during an electronic or web-based bidding pro-
cess.

Under certain competitive bidding processes the
agency soliciting bids may not reject al bids after bids
are opened unless there is a compelling reason. This
appliesto: (1) public works projects undertaken by any
state agency, cities with a population greater than
100,000, or counties with a population greater than
500,000; (2) any agency or institution of state govern-
ment for personal services contracts; and (3) the Infor-
mation Services Board when purchasing, leasing,
renting, or acquiring equipment, proprietary software, or
other purchased services.

The circumstances in which a solicitation may be
canceled and all bids rejected before the award, but after
bid opening, are as follows:
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* unavailable, inadequate, ambiguous specifications,
terms, conditions or requirements were cited;

» gpecifications, terms, conditions, or requirements
have been revised;

* services being contracted for are no longer required;

 solicitation did not provide for the consideration of
all cost factors;

 bidsreceived indicate that needs can be met by aless
expensive article or process;

 dl otherwise acceptable bids received are at unrea
sonable prices or only one bid is received or the pub-
lic entity cannot determine the reasonableness of the
bid;

* no responsive bid was received from a responsible
bidder; or

* thebid processwas not fair or equitable.

Votes on Final Passage:

House 98 0
House % O
Senate 48 0
House 98 0

Effective: June 7, 2006

Partial Veto Summary: Provisionsrelating to therejec-
tion of bids without a compelling reason for: (1) public
works projects undertaken by any state agency, city with
a population greater than 100,000, or county with a pop-
ulation greater than 500,000; (2) any agency or institu-
tion of state government for personal services contracts;
and (3) the Information Services Board when purchas-
ing, leasing, renting, or acquiring equipment, proprietary
software, or other purchased services, were vetoed.

VETO MESSAGE ON HB 1439
March 30, 2006

To the Honorable Speaker and Members,
The House of Representatives of the Sate of Washington

Ladies and Gentlemen:
| am returning, without my approval asto Sections 4, 5 and 6,
House Bill No. 1439 entitled:

“AN ACT Relating to electronic and web-based bidding.”

The Department of General Administration (Department)
generally awards contracts through a competitive, formal,
sealed bid process. Under House Bill No. 1439 the Department
would be allowed to receive bids electronically or through the
web. Thisisastepintheright direction. | support changes that
will make the existing, complicated procurement process easier
to manage and use.

However, Sections 4, 5, and 6 of the bill restrict cancellation
of the bidding process and re-bidding on public works, personal
service, and information technology related contracts. This hill
takes cancellation language related to purchased goods and ser-
vices contract bidding procedures and tries to apply it to other
types of contracts, like public works contracts. Yet, therearesig-
nificant differences between these contracting procedures.
While the sealed bid process for purchased goods and services
contracts focuses primarily on price, public works and personal
service contracts address several factorsincluding price, ability
to do the work, vendor qualifications, and prior vendor experi-
ence. | amtherefore concerned about the impact of Sections 4, 5
and 6.

(Senate amended)
(House concurred)

| do not look favorably on agencies irresponsibly canceling
all bids after bid opening and commencing a re-bidding process.
Contractors spend too much time and effort on preparing bidsto
have them cancelled simply because an agency is trying to
‘price’ a project. Thisis too important an issue to be addressed
through language that does not comprehensively address the
complex differences between our contracting processes.

As such, | am vetoing Sections 4, 5, and 6. | urge the Legisla-
ture to revisit this issue with input from all stakeholders, cities,
counties, and the business community, and to propose cancella-
tion language appropriate for our state’s contracting system.

For these reasons, | have vetoed Sections 4, 5 and 6 of House
Bill No. 1439.

With the exception of Sections 4, 5 and 6 of House Bill No.
1439 is approved.

Respectfully submitted,

e .

Christine O. Gregoire
Governor

3SHB 1458
C18L 06

Concerning the management of on-site sewage disposal
systems in marine areas.

By House Committee on Natural Resources, Ecology &
Parks (originally sponsored by Representatives Hunt,
Dickerson, McCoy, B. Sullivan, Williams, Haigh, Apple-
ton, Linville, Chase, Dunshee, Simpson, Upthegrove,
Moeller and McDermott).

House Committee on Natural Resources, Ecology &
Parks

House Committee on Appropriations

Senate Committee on Water, Energy & Environment

Senate Committee on Ways & Means

Background: The State Board of Health (Board) pro-
vides a forum for the development of public health pol-
icy in Washington. The Board has adopted rules and
standards for prevention, control, and abatement of
health hazards and nuisances related to the disposal of
wastes, including on-site sewage systems (OSS). Per-
mits are required for the installation, alteration, exten-
sion, or relocation of an OSS. Loca boards of heath
issue OSS permits, enforce the standards, and may adopt
more stringent local standards.

In October 2000, the Department of Health (DOH)
convened the On-Site Wastewater Advisory Committee
(Committee) to advise the DOH on policy matters relat-
ing to the Wastewater Management Program. The Com-
mittee developed 55 policy recommendations which
were prioritized in three areas. operation and mainte-
nance of OSS; rule development initiatives; and funding
initiatives. A rule development committee was formed
in February 2002 to assist the DOH to initiate the OSS
rule revision process, and afinal rule was adopted in July
2005.

11
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The DOH Commercial Shellfish Licensing and Cer-
tification Program issues licenses to commercia shell-
fish operations and certifies their harvest sites. The
commercial harvest of shellfish must be from a growing
area that is classified as approved or conditionaly
approved according to provisions of the National Shell-
fish Sanitation Program Model Ordinance. The DOH
Growing Area Classification Program assesses shellfish
growing areas and classifies them as either approved,
conditionally approved, restricted, or prohibited.

The Federal Clean Water Act (CWA) sets a national
goal to restore and maintain the chemical, physical, and
biological integrity of the nation's waters and to elimi-
nate pollutant discharges into navigable waters. The
CWA sets effluent limitations for discharges of pollut-
ants to navigable waters, and the Department of Ecology
(DOE) is delegated federal CWA authority by the United
States Environmental Protection Agency (EPA) and also
is the agency authorized by state law to implement state
water quality programs. Section 303(d) of the Federal
CWA requires states to prepare a list every two years of
the specific water bodies or water body segments that do
not meet the state water quality standards, also known as
the 303(d) list.

Summary: By July 1, 2007, local health officersin 12
counties bordering the Puget Sound must develop and
approve an OSS program management plan that will
guide the development and management of OSS in
marine recovery areas within the local health jurisdic-
tion. The local health jurisdictions are in the following
counties and regions: Clalam, Island, Kitsap, Jefferson,
Mason, San Juan, Seattle-King, Skagit, Snohomish,
Tacoma-Pierce, Thurston, and Whatcom.

In developing the OSS program management plan,
the local health officers must propose marine recovery
areas where an OSSs is a significant factor contributing
to concerns with: (1) shellfish growing areas that have
been threatened or downgraded; (2) state waters listed
under the CWA for low oxygen levels or fecal coliform;
or (3) marine waters where nitrogen has been identified
as a contaminant of concern. In determining the area's
boundaries, the health officer must include geographic
areas where existing OSS may have an impact. Once a
marine recovery area has been proposed, the local health
officer must develop and approve an on-site strategy to
manage OSS within the proposed area.

The onsite strategy must address how the jurisdiction
will:

+ find failing OSS and ensure system owners make
repairs by July 1, 2012; and
+ find unknown OSS and ensure they are inspected or

repaired by July 1, 2012.

The DOH may grant a 12-month extension where a
local health jurisdiction has demonstrated substantial
progress.

In addition, local health officers must require that
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0SS maintenance specialists and septic tank pumpers
report any failing OSS. Working with the DOH, local
health officers must develop an electronic data system to
actively manage OSS within their jurisdiction.

The OSS management plans must be submitted to
the DOH by July 1, 2007. The DOH must review all
plans to ensure the required elements and designation of
marine recovery areas are addressed. Within 30 days of
receiving an on-site strategy, the DOH must either
approve the strategy or provide in writing the reasons for
not approving the strategy. If the strategy is not
approved, the local board of health can revise and resub-
mit the strategy or may appeal the denia to the Board.

The DOH will enter into a contract with each local
health jurisdiction to implement OSS plans or enhance
its data systems. The contract must require evidence of
progressive improvement in the marine recovery areas
and other performance expected under the plan.

The DOE must offer financial and technical assis-
tance to local governments and tribal entities in Puget
Sound counties to establish or expand OSS repair and
replacement loan and grant programs. The programs
must give priority to low-income home owners and
award grants based on financial need.

The DOH must report to the appropriate committees
of the Legislature by December 31, 2008, on progressin
designating marine recovery areas and developing and
implementing on-site strategies. The DOH must con-
vene awork group for the purpose of making recommen-
dations to the Legidature for the development of
certification or licensing of OSS maintenance specialists.

Votes on Final Passage:

House 70 26
Senate 28 15

Effective: June 7, 2006

HB 1471
C198L 06

Changing provisions relating to authentication of docu-
ments.

By Representatives Lovick, McDonald and Takko.

House Committee on Judiciary
Senate Committee on Judiciary

Background: In court proceedings, parties who wish to
introduce a document into evidence must overcome three
specific hurdles in addition to the normal evidentiary
requirements. First, the document must be shown to be
authentic. Second, the contents of a document might be
hearsay and, if so, must fit within an exception to the
hearsay rule. Finaly, court rules require production of
either an original or amechanically or electronically pro-
duced duplicate in most circumstances.

Under state law, copies of public records meet all
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three hurdles if they satisfy statutory requirements for
the particular type of document. Court records, public
records of state agencies, recorded instruments (deeds,
mortgages, etc.) filed in offices with official seals, and
county records may al be admitted into evidence if
accompanied by an official seal and certification from a
clerk or other custodian of the records. Copies of certi-
fied written instruments may also be sent by telegraph
and have the same effect as if the original were sent.

The Legidature last updated the seal requirement in
1881. When a sed is required to authenticate public
records, it must be impressed directly on the paper,
although a wafer or wax seal is not required. When the
document istelegraphed, the seal requirement is satisfied
if the telegraph contains the letters "L.S." or the word
"seal." The party challenging the authenticity of the tele-
graphed document bears the burden of proof.

A search of appellate level decisions reveals no suc-
cessful challenges to admission of a document because
of an improperly affixed seal. The only reported case to
address the issue occurred in 1992. In that case, the
Court of Appeals upheld admission of afaxed copy of a
document that had been impressed with a seal prior to
transmission.

Summary: Seals required to authenticate documents
need only be printed onto the document in some fashion
to be considered valid. Additionally, certified copies of
official documents may be sent by telegraph or other
electronic transmission and still be treated as genuine.

Voteson Final Passage:

House 8 0
House % O
Senate 46 O

Effective: June 7, 2006

4SHB 1483
C304L 06

Establishing areinvesting in youth program.

By House Committee on Appropriations (originaly
sponsored by Representatives Dickerson, McDonald,
Moeller, Darneille, Jarrett, Simpson, Morrell, Sommers,
Kenney, McDermott, Kagi, Chase and Clibborn).

House Committee on Juvenile Justice & Family Law
House Committee on Appropriations

Senate Committee on Human Services & Corrections
Senate Committee on Ways & Means

Background: In 2003, the Legidlature directed the
Washington State Institute for Public Policy (WSIPP) to
review research assessing the effectiveness of preven-
tion and early intervention programs concerning children
and youth. The Legidature required the WSIPP to use
the research to identify specific research-proven pro-
grams that produce a positive return on the dollar com-

pared to the costs of the program. The WSIPP was aso
required to develop criteria designed to ensure quality
implementation and program fidelity of research-proven
programs in the state.

As part of this project, the Legislature also directed
the WSIPP to investigate ways in which local govern-
ment can be encouraged to develop economically attrac-
tive prevention and early intervention programs.

As aresult of the study, the WSIPP found that some
prevention and early intervention programs for youth can
give taxpayers a good return on their dollar. The study
identified several programs that, if properly imple-
mented, are likely to reduce taxpayer and other costs in
the future. The WSIPP developed a table that summa-
rized the benefits and costs of the specific research-
proven programs that were evaluated.

In addition to evaluating specific programs, the
WSIPP recommended that the state determine a set of
research-based prevention and early intervention pro-
grams that would be €ligible for reimbursement. The
WSIPP recommended establishing an entity to develop a
list of approved research-based prevention and early
intervention programs. The WSIPP also identified a set
of methods to be used as tools to help identify those pro-
grams that produce the best return for taxpayers.

The WSIPP aso found that another responsibility of
the state entity might be to develop an incentive reim-
bursement methodology for review by the Legislature
and Governor. The purposes of the reimbursement for-
mulawould beto ensurethat: (1) the state receives high-
quality implementation of the research-based programs
by local government; and (2) local government receives
a portion of the benefits that would otherwise accrue to
the state as aresult of the implementation of a successful
prevention or early intervention program. The programs
chosen must then be implemented with quality control
and program fidelity.

The enacted 2005-07 state budget transferred
$997,000 in state funding from the Governor's Juvenile
Justice Advisory Committee to the Juvenile Rehabilita-
tion Administration for the establishment of a Reinvest-
ing in Youth pilot program that awarded grants to
counties for implementing research-based early interven-
tion services that target juvenile justice-involved youth
and reduce crime.

Summary: Establishment of the Reinvesting in Y outh
Program. The Department of Social and Health Services
Juvenile Rehabilitation Administration (JRA) is required
to establish a Reinvesting in Youth Program that awards
grants to counties for implementing research-based early
intervention services that target juvenile justice-involved
youth and reduce crime. The WSIPP and the JRA are
required to develop the guidelines for the implementa-
tion of the program. Beginning in 2007, any county or
group of counties may apply for participation in the pro-
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gram. In order to participate in the program, counties

must meet all the following criteria:

1) Counties must match state moneys awarded for
research-based early-intervention services with non-
state resources that are at least proportiona to the
expected local government share of state and local
government cost avoidance.

2) Counties must demonstrate that state funds allocated
pursuant to the program are used only for the
selected research-based services.

3) Counties must participate fully in the state quality
assurance program to ensure fidelity of program
implementation. If no state quality assurance pro-
gram is in effect for a particular selected research-
based service, the county must submit a quality
assurance plan for state approval with its grant appli-
cation. Failure to demonstrate continuing compli-
ance with quality assurance plans must be grounds
for termination of state funding.

4) Counties that submit joint applications must submit,
for approval by the JRA, multi-county plans for effi-
cient program delivery.

Counties participating in the program will have a
portion of their costs of implementing the program reim-
bursed by the state. The amount of the reimbursement is
dependent upon the calculation of cost savings to the
state. In order to receive the funding, the service models
utilized by the counties must meet all the following crite-
ria

1) There must be scientific evidence from at least one
rigorous evaluation study of the specific service
model that measures recidivism reduction.

2) There must be evidence that the specific service
model's results can be replicated outside of an aca
demic research environment.

3) The evaluation or evaluations of the service model
must permit dollar cost estimates of both benefits
and costs so that the benefit-cost ratio of the model
can be calculated.

4) The public taxpayer benefitsto all levels of state and
local government must exceed the service model
costs.

The JRA is required to form a technica advisory
group to assist in the implementation of the program.
The JRA is also required to establish a distribution for-
mula to provide funding to local governments that are
implementing the program. The JRA will report to the
Legidature on the initial cost savings calculation meth-
odology and the distribution formula on or before Octo-
ber 1, 2006.

In 2006, the WSIPP is required to publish a list of
service models that are eligible for reimbursement
through the Reinvesting in Youth Program. Also in
2006, the WSIPP is required to update the cal cul ations of
savings resulting from implementation of the program
and atechnical work group will review and comment on

14

the WSIPP findings. The WSIPP is required to periodi-
cally update the methodology for cost savings calcula
tions. The WSIPP must report the estimated savings and
avoided costs to the Legidlature.

Reinvesting in Youth Account. A Reinvesting in
Youth Account is created in the state treasury, and mon-
eysin the account may be spent only after appropriation.
Expenditures from the fund may be used to reimburse
local governments for implementation of the Reinvesting
in Youth Program. The JRA will review and monitor
expenditures made from this account.

The act does not create an entitlement for any county
to receive funding under the Reinvesting in Youth Pro-
gram. If specific funding is not provided for the act is
null and void.

Votes on Final Passage:

House 98 O
Senate 47 O

Effective: July 1, 2006

SHB 1504
C28L 06

Changing abandoned vehicle auction notice reguire-
ments.

By House Committee on Transportation (originally
sponsored by Representatives Simpson, Woods and
Lovick).

House Committee on Transportation
Senate Committee on Transportation

Background: When an abandoned vehicle is towed, the
tow truck operator must file an abandoned vehicle report
with the Department of Licensing. Within 24 hours after
the tow truck operator receives information on the own-
ers from the Department of Licensing, the tow truck
operator must send by certified mail, with return receipt
requested, a notice of custody and sale to the legal and
registered owners.

After 15 days from the date of mailing the notice of
custody and sale, if the vehicle remains unclaimed and
has not been listed as a stolen vehicle, or if a suspended
license impound has been directed, then the tow truck
operator may conduct a sale of the vehicle at public auc-
tion. Thetow truck operator must publish anotice of the
date, place and time of the auction in a newspaper of
genera circulation in the county in which the vehicle is
located. Thisisrequired for not less than three days and
no more than 10 days before the date of the auction.

The notice must contain a description of the vehicle
including the make, model, year, and license number and
that a three-hour public viewing period is available prior
to the auction.

Summary: A newspaper of general circulation used to
publish notice of avehicle auction may be acommercial,
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widely circulated, free, classified advertisement circular
not affiliated with the registered tow truck operator.

The public notice of avehicle auction must include a
method to contact the tow truck operator.

The viewing period prior to the auction is changed
from three hours prior to one hour prior if 25 or fewer
vehicles are to be auctioned, two hours if more than 25
and fewer than 50 vehicles are to be auctioned, and three
hoursif 50 or more vehicles are to be auctioned.

The public notice must also include the length of the
viewing period prior to the auction.

Votes on Final Passage:

House 97 1
Senate 48 1

Effective: June 7, 2006

SHB 1510
C305L 06

Modifying the property taxation of nonprofit entities.

By House Committee on Finance (originally sponsored
by Representatives Morris, Quall, B. Sullivan and
Chase).

House Committee on Finance
Senate Committee on Ways & Means

Background: All property in this state is subject to the
property tax each year based on the property's value,
unless a specific exemption is provided by law. Severa
property tax exemptions exist for nonprofit organiza-
tions. Examples of nonprofit property tax exemptions
are. character building, benevolent, protective or reha-
bilitative social service organizations providing services
for all ages; churches and church camps; youth charac-
ter-building organizations;, war veterans organizations;
national and international relief organizations, federal
guaranteed student loan organizations, blood, bone, and
tissue banks; public assembly halls and meeting places;
medical research or training facilities; museums; per-
forming arts centers; sheltered workshops; fair associa-
tions, humane societies;, water distribution property;
schools and colleges; radio/television rebroadcast facili-
ties; fire company property; day-care centers; free public
libraries; orphanages; nursing homes; hospitals; outpa-
tient dialysis facilities; homes for the aging; and home-
less shelters.

Nonprofit tax-exempt property that is used for non-
exempt activities will lose its tax exempt status, unless
one of the following exceptions applies:

» The property may be used for fund-raising activities
without jeopardizing the exemption if the fund-rais-
ing activities are consistent with the purposes for
which the exemption is granted.

« The property may be loaned or rented to an organiza-
tion that would be exempt from tax if it owned the
property.

e Museums and performing arts centers may be rented
to entities not eligible for property tax exemption for
up to 25 days each year.

e Museums and performing arts centers may be used
for pecuniary gain or to promote business activities
for seven days or less each year.

» Property owned by war veterans associations may be
used for pecuniary gain or to promote business activ-
ities for three days or less each year.

e Public assembly halls and meeting places may be
used for pecuniary gain or to promote business activ-
itiesfor seven days or less each year and also may be
used for dance lessons, art classes, or music lessons
for any number of daysin counties under 10,000 in
population.

If rent is charged for the use of nonprofit tax-exempt
property, the rent must be reasonable and not exceed
maintenance and operation expenses.

If nonprofit property is used in amanner inconsistent
with the requirements above, the property will lose its
tax-exempt status and back taxes will be due. For anon-
profit foundation that supports an institution of higher
education, taxes which would have been paid during the
previous seven years must be repaid. For all other non-
profit organizations, taxes which would have been paid
during the previous three years must be repaid. Interest
is due on repayments of back taxes.

Summary: The number of days a public assembly hall
or meeting place may loan or rent its property for pecuni-
ary gain or to promote business activities is increased
from seven to fifteen days per year. Countiesin which a
public assembly hall or meeting place may be used for
dance lessons, art classes, or music lessons for any num-
ber of daysisincreased from 10,000 to 20,000 in popula-
tion. Any rents received must be used for capital
improvements to the exempt property, maintenance and
operation of the exempt property, or for exempt pur-
poses.

Nonprofit nonsectarian character-building, benevo-
lent, protective, and rehabilitative socia service organi-
zations in counties with less than 20,000 population may
loan or rent their property for pecuniary gain or to pro-
mote business activities for up to 15 days per year if
there is no private for-profit facility that could be used
within 10 miles. These organizations may also loan or
rent their property to a nonprofit community group or
other nonprofit organization that might not qualify for
exemption, for up to 15 days per year, if members of the
community derive a benefit from the rental or use. Any
rents received must be used for capital improvements to
the exempt property, maintenance and operation of the
exempt property, or for exempt purposes. The number of
days a war veterans organization may loan or rent its
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property for pecuniary gain or to promote business activ-
ities isincreased from three to 15 days per year. If non-
profit exempt property is transferred to a state or local
government agency, no back taxes are due.

Votes on Final Passage:
House % O
House % O
Senate 47 O
House 9% 0

Effective: June 7, 2006

(Senate amended)
(House concurred)

SHB 1523
C142L 06

Extending a sales and use tax exemption to the construc-
tion of new facilities to be used for the conditioning of
vegetable seed.

By House Committee on Finance (originally sponsored
by Representatives Quall, Morris, Pettigrew, Kilmer,
Talcott, Pearson, Linville and Kristiansen).

House Committee on Economic Development, Agricul-
ture & Trade

House Committee on Finance

Senate Committee on Agriculture & Rural Economic
Development

Senate Committee on Ways & Means

Background: Retail Salesand Use Tax. Theretail sales
tax applies to the selling price of tangible personal prop-
erty and of certain services purchased at retail. Sales tax
is paid by the purchaser and collected by the seller. The
use tax is imposed on items used in the state that were
not subject to the retail sales tax and includes purchases
made in other states and from sellers who do not collect
Washington sales tax. The retail sales and use tax is
imposed at a 6.5 percent rate by the state. In addition,
state law alows for 17 different local option sales and
use taxes for purposes including but not limited to trans-
portation, criminal justice, public safety, public facilities,
zoos, and sports stadia. As of April 2006, local rates
range from 0.5 percent to 2.4 percent.

Rural County/Distressed Area Sales and Use Tax
Deferral Program. The rura county and distressed area
tax deferral as originally enacted in 1985 provided a
deferral of sales and use taxes due on plant construction
and expansion or on acquisition of equipment by firms
that engaged in manufacturing, research and develop-
ment, or computer programming activities in counties
with high rates of unemployment. 1n 1999, the program
was changed so that the incentive became available in
any "rural county,” defined as a county with a population
density of less than 100 people per square mile, and in
counties with community empowerment zones. In 2004,
the program was again revised so that the incentive also
became available in counties smaller than 225 square

16

miles.

Under the original deferment, the sales/use tax liabil-
ity was deferred for three years, followed by a five-year
graduated repayment. Since 1994, the repayment
reguirement has been waived provided program require-
ments are maintained, thereby making the program an
outright exemption. The statute is scheduled to expire on
July 1, 2010.

To receive the deferral, a firm must apply to the
Department of Revenue (Department) prior to the initia-
tion of construction or acquisition of equipment. The
application must contain information regarding the
project location, costs, employment, wages, and sched-
ules.

Under the program, a property owner who leases to
another may receive deferral of taxes on qualifying
expenditures, if the owner under a written contract
agrees to pass the economic benefit of the deferral onto
the lessee by reducing the amount of the lease payments.

Recipients of a deferral are required to submit a
report to the Department by the end of the year in which
the project is put into operation and for each of the seven
following years. The report must contain information
that allows the Department to determine whether the
recipient is meeting the eligibility requirements of the
program. If the Department finds that an investment
project is not eligible for the tax deferral, the deferred
taxes outstanding for the project are immediately due.

The Department is required to study the sales and
use tax deferral program and report back to the Legisla
ture by December 1, 2009, on the effects of the program
on job creation, company growth, introduction of new
products, diversification of the state's economy, and
other outcome measures.

Thirty-two counties are eligible as rura counties

under the program and four additional counties are eligi-
ble because they contain community empowerment
zones. According to the Department, in recent years, the
number of projects approved has ranged from a low of
20 per year to ahigh of 168, and annual taxpayer savings
has ranged from a low of $2.5 million to a high of $16
million.
Summary: The definition of "manufacturing” for pur-
poses of the rural county/distressed area sales and use tax
deferred is expanded to include the conditioning of vege-
table seed.

Votes on Final Passage:
House 98 O

Senate 43 5
House 97 1

Effective: July 1, 2006

(Senate amended)
(House concurred)



HB 1641

HB 1641
C29L 06

Decriminalizing vessel registration violations.

By Representatives Kretz, Blake, Ahern, Buri, Ericks,
Serben, DeBolt, Schindler, Kristiansen, Condotta,
Orcutt, Strow, Cox, Buck and Armstrong.

House Committee on Natural Resources, Ecology &
Parks

Senate Committee on Natural Resources, Ocean & Rec-
reation

Background: The vessel registration chapter covers
recreational vessel registration and includes statutes gov-
erning related subjects. A vessel is defined as every
watercraft used, or capable of being used, as a means of
transportation on the water, other than a seaplane.

Generally, no person may own or operate any vessel
unless the vessel is registered and displays the proper
documentation. There are certain exceptions such as
vessels under 16 feet in length with no propulsion
machinery or with machinery of ten or less horsepower
and human-powered vessels. A person must produce
proper vessel documentation when asked by law
enforcement.

Except those violations specifically exempted, avio-
lation of the vessel registration chapter constitutes amis-
demeanor offense punishable only by the following
fines:

* up to $100 per vessel for thefirst offense;

» $200 per vessel for the second offense in the same
year; and

» $400 per vessel for the third and subsequent offenses
in the same year.

The maximum penalty and default amount for aclass
2 civil infraction is $125. After the assessment of public
safety and education fees and the subtraction of court
fees, the remainder of the fine is given to the genera
fund of the jurisdiction issuing the infraction.

Summary: The violations under the vessel registration
chapter for failing to register and failing to produce reg-
istration when asked are changed from misdemeanor
offensesto class 2 civil infractions.

Votes on Final Passage:

House 98 O

Senate 43 O

Effective: June 7, 2006

SHB 1650
C270L 06

Modifying civil and traffic infraction provisions.

By House Committee on Criminal Justice & Corrections
(originally sponsored by Representatives O'Brien,
Newhouse, Lovick and Rodne; by request of Integrated
Justice Information Board).

House Committee on Crimina Justice & Corrections
Senate Committee on Judiciary

Background: Traffic Infractions and Citations. When
issued atraffic infraction, the person cited must sign the
ticket as an acknowledgment of his or her receipt of the
notice of infraction and as a promise to respond as
directed inthe notice. A notice of traffic infraction rep-
resents a determination that an infraction has been com-
mitted. Signing the notice of infraction is not a waiver
of the right to contest this determination. A traffic
infraction is anon-criminal offense. However, failureto
sign a notice of infraction acknowledging receipt of the
notice is a gross misdemeanor.

If alaw enforcement officer serves a traffic citation
and notice to appear on a person who has been arrested
for any violation of the traffic laws or regulations pun-
ishable as a misdemeanor, the person must give his or
her written promise to appear in court by signing the
citation as a condition precedent to his or her release.
Signing the citation is not an admission of guilt.

Other Civil Infractions. A civil infraction is a non-
crimina offense for which imprisonment may not be
imposed. Civil infraction notices are required by statute
to include a statement which the cited person must sign,
stating that he or she promises to respond to the notice of
civil infraction in one of the ways alowed by statute.
The notices must also state that failure to respond to a
notice of civil infraction as promised, or to appear a a
requested hearing, is a misdemeanor.

Summary: The requirement that a person who is cited
for atraffic or other civil infraction or citation must sign
the notice of infraction or citation is removed, and the
refusal to sign such notices is decriminalized. The
requirement that a person who is arrested for atraffic law
violation punishable as a misdemeanor must sign a
notice of written promise to appear in court in order to
secure his or her release is removed. A person who
receives a statement of his or her options and procedures
for responding to a notice of civil infraction, and who
thereafter fails to exercise one of those options in a
timely manner, is guilty of a misdemeanor.

Votes on Final Passage:

House 98 0
Senate 48 0
House 9%5 O

Effective: June 7, 2006

(Senate amended)
(House concurred)
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ESHB 1672
C165L 06

Requiring hospitals to establish a safe patient handling
committee.

By House Committee on Commerce & Labor (originaly
sponsored by Representatives Conway, Hudgins, Green,
Cody, Appleton, Morrell, Wood, McCoy, Kenney,
Moeller and Chase).

House Committee on Commerce & Labor
House Committee on Appropriations
Senate Committee on EnterCommittee

Background: There are approximately 97 hospitals in
Washington, including public hospital districts, private
not-for-profit hospitals, private for-profit hospitals, and
three state hospitals for the care of the mentally ill. The
majority of the hospitals are public hospital districts and
private not-for-profit hospitals.

Severa states have considered legislation aimed at
safe patient handling in hospitals. For example, in 2005
Texas enacted a law requiring hospitals and nursing
homes to adopt and implement policies to identify,
assess, and develop strategies to control risk of injury
associated with the lifting, transferring, repositioning, or
movement of patients. The California Legislature passed
a bill requiring a zero lift policy in certain hospitals, but
the bill was vetoed by the Governor.

In 2005, at the request of the House Commerce and
Labor Committee, the Department of Labor and Indus-
tries convened atask force to examine patient lifting pro-
grams and policies. The Department reported the
findings of the task force to the House Commerce and
Labor Committee in January 2006. In the report, entitled
"Lifting Patients/Residents/Clients in Health Care," the
task force did not make recommendations, but con-
cluded, in part, that:

» manua handing of patients has been recognized as
hazardous for caregivers and patients; and
* the hazards of manual handling can be reduced by a
programmanc approach that includes:
* policiesfor risk assessment and control;

* having adequate types and quantities of equip-

ment and staffing;

* ongoing patient handling training;

* management commitment and staff involvement;

* incident investigation, follow-up and communica-

tion.

The task force also identified barriers to the imple-
mentation of no lift programs, such as funding.
Summary: By February 1, 2007, al hospitals must
establish a Safe Patient Handling Committee (Commit-
tee) or assign the duties of a Safe Patient Handling Com-
mittee to an existing committee. At least half of the
Committee members must be frontline non-managerial
employees who provide direct care to patients unless
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doing so will adversely affect patient care. The purpose
of the Committee is to design and recommend the pro-
cess for implementing a Safe Patient Handling Program.

By December 1, 2007, al hospitals must also estab-
lish a Safe Patient Handling Program. This program
must include:

« implementing a safe patient handling policy for all
hospital shifts and units;

e conducting a patient handling hazard assessment,
which should consider patient-handling tasks, types
of nursing units, patient populations, and patient
care aress,

» developing a process to identify the appropriate use
of the safe patient handling policy based on the
patient's physical and medical condition and the
availability of lifting equipment or lift teams;

e conducting an annua performance evaluation to
determine effectiveness in reducing muscul oskel etal
disorder claims and related lost work days, and to
make recommendations; and

» considering the feasibility of incorporating patient
handling equipment or the physical space needed to
incorporate it when developing architectural plans.
By January 30, 2010, hospitals must complete, at a

minimum, acquisition of their choice of: (1) one lift per
acute care unit on the same floor unless the Committee
determines a lift is unnecessary; (2) one lift for every 10
acute care available inpatient beds; or (3) equipment for
use by lift teams. Hospitals must train staff on policies,
equipment, and devices at least annualy.

"Safe patient handling" means the use of engineering
controls, lifting and transfer aids, or assistive devices, by
lift teams or other staff, instead of manual lifting to per-
form the acts of lifting, transferring, and repositioning
health care patients and residents.

These provisions do not preclude lift team members
from performing other assigned duties. In addition, if a
hospital employee, pursuant to refused procedures estab-
lished by the hospital, refuses to perform patient han-
dling, the employee is not subject to discipline based on
that refusal.

The Department of Labor and Industries must
develop rules to provide a reduced workers compensa-
tion premium for hospitals that implement a Safe Patient
Handling Program. Reports are dueto the Legislature on
December 1, 2010, and 2012, and must include informa-
tion about changesin claim frequency and costs.

A Business and Occupation tax credit is established
for hospitals licensed by the Department of Health. The
credit is equal to 100 percent of the cost of acquiring
mechanical lifting devices consistent with a Safe Patient
Handling Program. The maximum credit for each hospi-
tal is $1,000 for each acute care available inpatient bed.
The Department of Revenue must disallow any credit
that would cause the total amount of credits claimed
statewide to exceed $10 million.



SHB 1841

Votes on Final Passage:

House 85 13
Senate 48 0

Effective: June 7, 2006

SHB 1841
C 2241 06

Revising provisions for electrical trainees.

By House Committee on Commerce & Labor (originaly
sponsored by Representatives Wood, Kenney, Conway,
Strow, Sells, Simpson, Hasegawa and Santos).

House Committee on Commerce & Labor
Senate Committee on Labor, Commerce, Research &

Development
Background: Electrical Trainee Continuing Education.
The Department of Labor and Industries (Department)
administers electrical contracting and certification laws.
These laws establish requirements for trainees to work in
the electrical construction trade.

To work as a trainee in the electrical construction
trade, a person must obtain an electrical trainee certifi-
cate. The trainee must renew the certificate biennialy.
When renewing the certificate, the trainee must provide
the Department with alist of the trainee's employers dur-
ing the previous biennial period and the number of hours
worked for each employer.

Electrical Contractor Advertising. State law pro-
vides that it is unlawful to engage in, conduct, or carry
on the business of doingcertain electrical work without
having an electrical contractor license. It does not, how-
ever,explicitly prohibit advertising, offering to do, or
submitting a bid for such work without alicense.

In contrast, it is unlawful to advertise, offer to do

work, submit abid, engage in, conduct, orcarry on the
business of doing telecommunications work without
having a telecommunications contractor license. Simi-
larly, it is unlawful to advertise, offer to do work, submit
abid, or perform any work as a contractor without being
aregistered contractor.
Summary: Electrical Trainee Continuing Education.
The requirements for renewing trainee certificates are
modified. As of July 1, 2007, in addition to the list of
past employers and hours worked for those employers, a
trainee must provide proof of 16 hours of certain course
work. This course work includes continuing education
courses covering national and state electrical codes or
electrical theory, or equiva ent courses taken as part of an
approved apprenticeship or electrical training program.

Electrical Contractor Advertising. It is unlawful to
advertise, offer to do, or submit a bid for electrical work
without having anelectrical contractor license, as well as
to engage in, conduct, or carry on the business of doing
certain electrical work without such alicense.

Votes on Final Passage:

House 94 0
House 98 O

Senate 44 O (Senate amended)

House (House refused to concur)
Senate (Senate receded)

Senate 47 1 (Senate amended)

House 98 O (House concurred)

Effective: June 7, 2006

ESHB 1850
C72L 06

Creating aretired volunteer medical worker license.

By House Committee on Health Care (originally spon-
sored by Representatives Schual-Berke and Cody).

House Committee on Health Care

House Committee on Appropriations

Senate Committee on Health & Long-Term Care
Background: Retired Health Care Provider Licenses.
Retired health care providers may obtain aretired active
credential if such acredential is authorized by the appro-
priate disciplining authority. Retired active status allows
the license holder to practice for no more than 90 days
per year or in emergency situations. License holders
must maintain any continuing education obligations that
may be required of the profession, and they receive a
reduced licensing fee.

Immunity for Volunteers. The Good Samaritan Act
provides immunity from liability for individuals who
provide emergency care at the scene of an emergency
without expectation of compensation. In recent years,
the Good Samaritan Act has been amended to include
immunity provisions for health care providers who vol-
unteer health care services in certain community health
care settings. These immunity provisions do not apply to
acts or omissions that constitute gross negligence.

In 1997 the U.S. Congress passed the Volunteer Pro-
tection Act which provides immunity from liability for
individuals providing volunteer services for government
or nonprofit entities as long as the volunteer does not
commit an act or omission that constitutes gross negli-
gence. In 2001 Washington passed immunity protections
to enact more specific standards than the Volunteer Pro-
tection Act. In Washington, volunteers for a nonprofit
entity only receive the immunity protection when the
entity maintains a prescribed amount of liability insur-
ance relative to its revenues.

Summary: The Secretary of Health (Secretary) is
authorized to issue a retired volunteer medical worker
license to any person that:
« held an active health care provider license within 10
years prior to his or her initial application for the
retired volunteer medical worker license;
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 does not have any restrictions to practice due to vio-
lations of the Uniform Disciplinary Act; and
* registerswith alocal emergency services or manage-
ment organization affiliated with the Emergency
Management Division of the Military Department.
Retired volunteer medical workers must be super-
vised and may only perform the duties that were associ-
ated with their practice prior to retirement. They are
required to maintain continuing competency require-
ments established by the Secretary, and they are subject
to the Uniform Disciplinary Act. The cost of regulating
volunteer medical workers is to be borne equally by
license holders across all health professions.
An individua who holds a volunteer medical worker
license and is registered as an emergency worker is con-
sidered a "covered volunteer.” Covered volunteers, their
supervisors, hedth care facilities, property and vehicle
owners, local organizations that register covered volun-
teers, and state and local government entities are immune
from liability for the acts or omissions of a covered vol-
unteer while providing assistance or transportation dur-
ing a disaster or participating in an approved training or
exercise in preparation for an emergency or disaster. The
immunity applies when the covered volunteer was acting
without compensation, within the scope of his or her
assigned duties, and under the direction of thelocal orga-
nization with which he or she had been registered. The
immunity does not apply to acts of gross negligence or
willful misconduct.

Votes on Final Passage:
House 9% O
House 98 0
Senate 47 O
House 97 O

Effective: June 7, 2006

(Senate amended)
(House concurred)

HB 1966
C271L 06

Classifying identity theft as a crime against persons.

By Representatives Ericks, O'Brien, Lovick, Strow,
Haler, Takko, Morrell, Nixon, Campbell, Mclntire,
Conway, Santos, Chase and Moeller.

House Committee on Criminal Justice & Corrections
House Committee on Appropriations
Senate Committee on Judiciary

Background: Classification of Crimes. In general,
crimes are classified by statute as felonies, misdemean-
ors, and gross misdemeanors. Felonies are further classi-
fied by statute as class A, class B, or class C felonies,
and these designations determine maximum sentences of
imprisonment and monetary penalties. If an act is pro-
hibited by statute but no penalty for the violation is spe-
cificaly imposed, the crime is deemed a misdemeanor.
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Crimes may be further designated by statute as
crimes against persons or crimes against property. If a
crimeisdesignated as a crime against persons, additional
restrictions may be imposed on the convicted person at
sentencing. Such restrictions include that the convicted
person may not have his or her record of conviction
cleared, may be subject to community placement or com-
munity custody, and may not qualify to earn up to 50 per-
cent of earned release time.

Prosecutional Guidelines. The Sentencing Reform
Act (SRA) includes guidelines for prosecutors to use
when determining whether or not to prosecute a crime.
The guidelines distinguish between two categories of
crimes. crimes against persons and crimes against prop-
erty/other crimes. Specific crimes are listed under each
category of crimes. For example, the guidelines include
the following crimes in the crimes against persons cate-
gory: murder, assault, rape, first and second degree rob-
bery, first degree arson, first and second degree
extortion, and stalking. The crimes against property/
other crimes category includes such crimes as: first and
second degree theft, first and second degree possession
of stolen property, first and second degree malicious mis-
chief, and escape from community custody.

Under these guidelines, a prosecuting attorney may
decline to prosecute any crime, even though technically
sufficient evidence to prosecute exists, in situations
where prosecution would serve no public purpose, would
defeat the underlying purpose of the law in question, or
would result in decreased respect for the law. Additional
guidelines are provided regarding the decision to file and
prosecute a crime. For example:

e Crimes against persons will be filed if sufficient
admissible evidence exists, which, when considered
with the most plausible, reasonably foreseeable
defense that could be raised under the evidence,
would justify conviction by a reasonable and objec-
tive fact-finder.

» Property crimes will be filed if the admissible evi-
denceis of such convincing force asto make it prob-
able that a reasonable and objective fact-finder
would convict after hearing all the admissible evi-
dence and the most plausible defense that could be
raised.

The courts have ruled that the SRA's prosecuting
guidelines are merely guidelines for making filing and
prosecuting decisions, and the guidelines do not establish
whether a specific crime is, in fact, a crime against per-
sons or acrime against property.  If acrimeisnot desig-
nated by statute as either a crime against persons or a
property crime, the courts will conduct this independent
analysis on a case-by-case basis.

Identity Theft. Identity theft in the first or second
degree is not designated by statute as either a crime
against persons or a property crime.

Identity theft in the first degree is a class B felony,
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seriousness level of V. ldentity theft in the first degree
is committed when a person knowingly:

e oObtains, possesses, uses, or transfers a means of
identification or financial information of another
person, living or dead, with the intent to commit, or
to aid or abet, any crime; and

» obtains an aggregate total of credit, money, goods,
services, or anything else of value in excess of
$1,500 in value.
| dentity theft in the second degree isaclass C felony,

seriousness level of Il. Identity theft in the second
degree is committed when a person knowingly:

e oObtains, possesses, uses, or transfers a means of
identification or financial information of another
person, living or dead, with the intent to commit, or
to aid or abet, any crime; and

e obtains an aggregate total of credit, money, goods,
services, or anything else of value of less than
$1,500; or

» when no credit, money, goods, services, or anything
of value is obtained.

Identity theft is not committed when a person
obtains another person's driver's license or other form of
identification for the sole purpose of misrepresenting his
or her age.

Summary: The crimes of identity theft in the first and
second degree are categorized as "crimes against per-
sons' within the prosecuting standards and guidelines
section of the SRA.

Votes on Final Passage:

House 9 0
House % O
Senate 49 0

Effective: June 7, 2006

2SHB 2002
C 266 L 06

Authorizing limited continuing foster care and support
services up to age twenty-one.

By House Committee on Appropriations (originaly
sponsored by Representatives Dickerson, Roberts, Kagi,
Kenney and Santos).

House Committee on Children & Family Services
House Committee on Appropriations

Senate Committee on Human Services & Corrections
Senate Committee on Ways & Means

Background: If there are allegations of abandonment,
abuse or neglect, or no parent who is capable of caring
for a child, the state may investigate the allegations and
initiate a dependency proceeding in juvenile court. If the
court finds the statutory requirements have been met, the
court will find the child to be a dependent of the state.
Whenever the court finds a child to be a dependent,

the court will enter a dispositional plan for the case
which will include an order for the placement of the
child either within the home or outside the home. If the
child is placed outside the home, he or she may be placed
with arelative or in non-relative foster care.

A child may remain in foster care until the age of 18.
However, a youth may be permitted to remain in foster
care or group care through age 20 to enable the youth to
complete his or her high school or vocational school pro-
gram.

Summary: The age limitations are removed for foster
youth who participate in a high school academic or voca-
tional program.

Beginning in 2006, the Department of Social and
Health Services (DSHYS) is granted authority to allow up
to 50 youth reaching 18 years of age to continue in foster
care or group care as heeded to participate in or complete
a post-high school academic or vocational program and
to receive necessary support and transition services. In
2007 and 2008, 50 additional youth per year may be per-
mitted to continue to remain in foster or group care after
reaching the age of 18 as needed to complete a post-high
school academic or vocational program.

To be eligible for continued foster care and services
after age 18, the youth must be actively enrolled in a post
high school academic or vocational program and must
maintain a 2.0 grade point average. A youth who
remains eligible for such placement and services pursu-
ant to DSHS rules may continue in foster care or group
care until the youth reaches his or her 21st birthday.

Nothing in the act should be construed as creating
any of the following:

1) an entitlement to services;

2) judicia authority to extend the jurisdiction of Juve-
nile Court under a dependency proceeding to ayouth
who hasturned 18 years of age or to order the provi-
sion of servicesto the youth; or

3) aprivate right of action or claim on the part of any
individual, entity, or agency against the DSHS or any
contractor of the DSHS.

The DSHS is authorized to adopt rules establishing
eigibility for independent living services and placement
for youths pursuant to the act. The DSHS may not refer
cases involving youth between the ages of 18 and 21 to
the Division of Child Support.

Upon approval by the Washington State Institute for
Public Policy (WSIPP) board, the WSIPP is required to
conduct a study on the outcomes for foster youth who
receive continued support, as well as any savings to the
state. The WSIPP is permitted to receive non-state fund-
ing to conduct the study.

Votes on Final Passage:

House 97 1
Senate 45 0
House 96 1

Effective: June 7, 2006

(Senate amended)
(House concurred)
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SHB 2033
C272L 06

Modifying the allocation of printing and publishing
income for municipal business and occupation taxes.

By House Committee on Finance (originally sponsored
by Representatives Mclintire, Orcutt, Conway, Hunter,
Chase and Santos).

House Committee on Finance
Senate Committee on Government Operations & Elec-
tions

Background: Municipal business and occupation taxes.
Thirty-seven cities impose business and occupation
(B&O) taxes on the gross receipts of activities conducted
by businesses without any deduction for the costs of
doing business. The Legislature limited city B& O taxes
to a maximum rate of 0.2 percent in 1982, but higher
rates are allowed if approved by the votersin the city, or
if a higher rate was in effect prior to January 1, 1982.
For cities that increase tax rates or that impose a B&O
tax for the first time after April 22, 1983, the jurisdiction
must provide for a referendum procedure to apply to the
ordinance imposing or increasing the tax.

In 2003, legislation was enacted that requires the
Association of Washington Cities (AWC) to adopt a
model ordinance that provides a more uniform system of
municipal B& O taxes. Citiesimposing B& O taxes after
2004 must adopt the provisions of the ordinance.

The model ordinance that AWC adopted pursuant to
the 2003 legidlation includes severa business activity
classifications for the purpose of applying the tax,
including extracting, manufacturing; wholesaling; retail-
ing of goods, retailing of services; printing or publishing,
processing or extracting for hire; or other (service) activ-
ities.

In addition to the model ordinance requirement, the
2003 legidation requires that by January 2008 all cities
that impose gross receipts B& O taxes allow businesses
to apportion income for tax purposes. For activities
other than services or income from royalties, income is
to be apportioned based on location of the activity. For
sdes of tangible persona property, apportionment is
based on the location of delivery to the buyer. With
respect to income from royalties, income is apportioned
to the commercial domicile of the taxpayer. Under the
Department of Revenue's rules and tax law in general,
the commercial domicile is the principa place from
which the trade or business of the taxpayer is directed or
managed and is not limited to locations within Washing-
ton.

Printing and publishing. Many publishers receive
income from readers' subscriptions. Under subscription
agreements, the newspaper or periodical is generaly
delivered to the reader at a location specified by the
reader, often the residence or place of business of the
reader.
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Summary: Citiesthat impose B& O taxes after 2007 are
required for the purposes of apportionment to allow busi-
nesses to alocate income from the activities of printing
or publishing to the principal place in Washington from
which the businessis directed or managed.

Votes on Final Passage:

House 97 O
House 95 O
Senate 47 O

Effective: January 1, 2008

ESHB 2056
C 364 L 06

Regulating recreational vehicle shows.

By House Committee on Commerce & Labor (originally
sponsored by Representatives Conway and Wood).

House Committee on Commerce & Labor
Senate Committee on Labor, Commerce, Research &
Development

Background: Motor vehicles, miscellaneous vehicles,
and mobile home and travel trailer dealers (dealers) are
regulated by the Department of Licensing (Depart-
ment). Dealersare required to file a surety bond with the
Department prior to obtaining adea er's license and must
meet certain contractual and record keeping require-
ments prior to and for a certain period after obtaining
their licence. Additionally, dealers must identify an
established place of business, and advise the Department
of the names and locations of, and any subsequent
changes in, their established place of business after
obtaining their license.

An established place of business requires a perma-
nent, enclosed, commercial building located within
Washington easily accessible at all reasonable times.
Additionally, dealers must meet various requirements
with regard to their place of business such as compliance
with the terms of all applicable building codes and regu-
latory ordinances, and they must keep the building open
to the public so that the public may contact the dealer or
the dealer's salespersons at al reasonable times. Mabile
offices may be used under certain conditions, and manu-
facturers and sales promotional organizationsfor particu-
lar vehicle brands may maintain factory branches for the
purposes of selling vehicles to distributors, wholesaers,
or dealers.

During periods where deders are conducting busi-
ness for specific purposes, and are physically and geo-
graphically separated from their established or principal
place of business, a licensed dedler may secure a tempo-
rary subagency license. No more than six temporary
subagency licenses are issued to licensees in any 12-
month period.

Violations of the vehicle dealer provisions are per se
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violations of the Consumer Protection Act (CPA). Under
the CPA, a court may impose civil penalties in the
amount of $2,000 per violation or order restitution to
injured parties, or court costs and attorney fees, or an
injunction.

Summary: Specific requirements related to temporary
subagency permits for recreational vehicle dealers are
established.

Recreational Vehicles. The term "recreational vehi-
cle" is defined to include travel trailers, motor homes,
truck campers, or camping trailers that are primarily
designed and used as temporary living quarters, and are
either self propelled or mounted behind another vehicle.
Recreational vehicles do not include vehicles that are
used as primary residences and are immobilized or per-
manently affixed to a mobile homelot.

Temporary Subagency Permits for Recreational
Vehicles. Before the Department may issue atemporary
subagency license arecreational vehicle dealer must sub-
mit a manufacturers written authorization for the sale.
The recreational vehicle dealer must specify the dates of
the show, the location of the show, and the manufactur-
ers brand or model names of the vehicles.

For events with three or fewer recreational vehicle
dealer participants, the number of temporary subagency
licenses that may be issued to licensees in any 12-month
period isreduced to two. For eventswhere there are four
or more recreational dealer participants, up to six tempo-
rary subagency licenses may be issued to a recreational
dealer within a 12-month period.

Additional limitations for recreational vehicle deal-
ers are also established. The Department may issue a
temporary subagency license for the sale of used recre-
ational vehicles only where the location of the recre-
ational vehicle show is within 50 miles of the dealer's
established place of business. If the location of the show
is more than 50 miles from the dealer's established place
of business, the vehicles must be new and within the fac-
tory designated territory for the brand.

Where three or fewer dealers participate in a show
under a temporary subagency license, each dealer must
conspicuoudly, in specified size and manner, include the
dealer's business name, the location of the business, the
brand or model names of the recreational vehicles for
sale, and whether the vehicles are new or used in al
advertising and promotional materials.

Violations. A violation of the requirements for rec-
reational vehicle sales is a violation of the Consumer
Protection Act.

Voteson Final Passage:
House 9% 1

House 94 3
Senate 45 0

Effective: June 7, 2006

SHB 2155
C199L 06

Regarding preservation of state publications by the state
library services.

By House Committee on State Government Operations
& Accountability (originally sponsored by Representa-
tives Lantz and Shabro; by request of Secretary of State).

House Committee on State Government Operations &

Accountability
House Committee on Appropriations
Senate Committee on Government Operations & Elec-

tions
Senate Committee on Ways & Means
Background: The state Publications Distribution Cen-
ter (Center) was established in 1963 as part of the State
Library to serve as the officia repository of state publi-
cations. Every state agency must promptly deposit cop-
ies of its publications with the Center. The Secretary of
State may regulate how many copies of each publication
are submitted.

The publications include reports, periodicals, maga-
zines, books, pamphlets, and leaflets issued by the state,
the Legislature, constitutional officers, or other state
agencies supported by state funds, not including type-
written correspondence and interoffice memoranda. The
Center may enter into contracts with libraries to serve as
depositories of state publications to improve public
access.

In addition to state publications being sent to the dis-
tribution center of the State Library, copies of state publi-
cations must also be sent to the Governor and the
Legislature as required by law. Laws pertaining to state
publications do not contain any provisions for electronic
records.

Summary: The State Library must ensure permanent
public access to state government publications, regard-
less of the format. "Electronic repository” is defined as a
collection of publicly accessible electronic publications
stored in a secure digital environment with redundant
backup to preserve the collection, and "format" is any
media used in the publication of state information
including electronic, print, audio, visual, and microfilm.
The definition of "state publication” is revised to include
information published by state agencies, regardliess of
format, intended for distribution to state government or
the public.

State agencies must submit copies of published
information that qualifies as state publications to the
State Library. If the publication isin print format only,
the agency must provide a minimum of two copies of the
publication to the State Library. The agency may provide
more copies for the State Library to distribute to addi-
tional depository libraries. If the publication isin elec-
tronic format only, the agency must provide a copy of the
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publication to the State Library. If the publication is
available in both print and electronic format, the agency
must provide an electronic copy and two print copies.
Each state agency will provide the State Library with an
annual list of al the publications the agency made avail-
ableto the public and to state government during the pre-
ceding year. The list includes publications provided in
print or electronic formats. State agencies may elect to
have copies of state publications printed by the public
printer delivered directly to the State Library.

Votes on Final Passage:

House 98 0
Senate 46 0
House 98 0

Effective: June 7, 2006

(Senate amended)
(House concurred)

SHB 2233
C229L 06

Mandating that a percentage of tuition waivers go to vet-
erans.

By House Committee on Higher Education & Workforce
Education (originally sponsored by Representatives
Kristiansen, B. Sullivan, Cox, Sells, Woods, Rodne,
Bailey, Pearson, Strow, Campbell, Serben, O'Brien,
Ahern, Kretz and Murray).

House Committee on Higher Education & Workforce
Education

Senate Committee on Early Learning, K-12 & Higher
Education

Background: Veterans Qualifying Under State Law.
Institutions of higher education may waive all or a por-
tion of tuition and fees for an eligible veteran or National
Guard member, defined as a person who:

» hasadomicile in Washington;

» wasan active or reserve member of the United States
military or naval forces or a National Guard member
called to active duty;

e served in active federal service;

» served in awar or conflict fought on foreign soil or
in another location in support of those serving on
foreign soil or ininternational waters; and

* if discharged, received an honorable discharge.
Tuition waivers are also allowed for:

» a child and the spouse of an €eligible veteran (or
National Guard member) who became totally dis-
abled while engaged in active federal military or
naval service, or who is determined by the federal
government to be a prisoner of war or missing in
action; and

» achild and the surviving spouse of an eligible vet-
eran (or National Guard member) who lost his or her
life while engaged in active federal military or naval
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service. Upon remarriage, the surviving spouseis no

longer eligible for awaiver.

The ingtitutions may also offer waivers to a military
or naval veteran who resides in Washington but who did
not serve on foreign soil or in international waters or in
another location in support of those serving on foreign
soil or in international waters, but no state funding sup-
port is provided for these waivers.

Tuition Waivers. Tuition waivers offered in 2003-04
totaled $86 million at the four-year institutions and $66.4
million at the community colleges.

Summary: The Legislature intends to make tuition
waivers available to al eligible admitted veterans. The
institutions of higher education must engage in outreach
activities to increase the number of veterans who receive
tuition waivers. Institutions of higher education must
revise their applications for admission to provide appli-
cants with the opportunity to indicate whether they are
veterans who need assistance. Veterans who indicate a
need for assistance will be encouraged to utilize any
funds available to them through the Montgomery Gl Bill
prior to providing them with atuition waiver.

Votes on Final Passage:

House 98 0
Senate 4 0
House 9%5 0

Effective: June 7, 2006

(Senate amended)
(House concurred)

2SHB 2292
C8L 06

Addressing hedlth care liability reform.

By House Committee on Judiciary (originally sponsored
by Representatives Lantz, Cody, Campbell, Kirby,
Fannigan, Williams, Linville, Springer, Clibborn, Wood,
Fromhold, Morrell, Hunt, Moeller, Green, Kilmer, Con-
way, O'Brien, Sells, Kenney, Kesder, Chase, Upthe-
grove, Ormshy, Lovick, McCoy and Santos).

House Committee on Judiciary
Senate Committee on Health & Long-Term Care

Background: The Legidature has considered a number
of legidative proposals relating to medical malpractice
over the past several years. These proposals have
included awide variety of issues that fall into three main
areas designated as "patient safety,” "insurance industry
reform," and "civil liability reform.”

Patient Safety. Statements of Apology. Under both a
statute and a court rule, evidence of furnishing or offer-
ing to pay medical expenses needed as the result of an
injury is not admissiblein acivil action to prove liability
for the injury. In addition, a court rule provides that evi-
dence of offers of compromise are not admissible to
prove liability for aclaim. Evidence of conduct or state-
ments made in compromise negotiations are likewise not
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admissible.

In 2002, the Legislature passed legidlation that pro-
vides that an expression of sympathy relating to the pain,
suffering, or death of an injured personisinadmissiblein
acivil trial. A statement of fault, however, is not made
inadmissible under this provision.

Reports of Unprofessional Conduct. The Uniform
Disciplinary Act (UDA) gives immunity to any person
who, in good faith, either submits a written complaint to
a disciplining authority charging a health care profes-
sional with unprofessional conduct or reports informa-
tion to a disciplining authority indicating that a provider
may not be able to practice his or her profession with
reasonable skill and safety because of a mental or physi-
cal condition.

Another provision of law gives immunity specifi-
cally to physicians, dentists, and pharmacists who in
good faith file charges or present evidence of incompe-
tency or gross misconduct against another member of
their profession before the Medical Quality Assurance
Commission, the Dental Quality Assurance Commis-
sion, or the Board of Pharmacy.

Medical Quality Assurance Commission Member-
ship (MQAC). The MQAC isresponsible for the regula-
tion of physicians and physician assistants. This
constitutes approximately 23,000 credentialed health
care professionals. The MQAC has 19 members consist-
ing of 13 licensed physicians, two physician assistants,
and four members of the public.

Health Care Provider Discipline. The UDA governs
disciplinary actions for al 57 categories of credentialed
health care providers. The UDA defines acts of unpro-
fessional conduct, establishes sanctions for such acts,
and provides general procedures for addressing com-
plaints and taking disciplinary actions against a creden-
tialled hedth care provider. Responsibilities in the
disciplinary process are divided between the Secretary of
Health and the 16 health profession boards and commis-
sions according to the health care provider's profession
and the relevant step in the disciplinary process.

Upon a finding of an act of unprofessional conduct,
the Secretary or the board or commission decides which
sanctions should be ordered. These sanctions include:
revocation of a license, suspension of a license, restric-
tion of the practice, mandatory remedial education or
treatment, monitoring of the practice, censure or repri-
mand, conditions of probation, payment of afine, denial
of alicense request, corrective action, refund of billings,
and surrender of the license.

Disclosure of Adverse Events. A hospital is required
to inform the Department of Health (DOH) when certain
events occur in its facility. These eventsinclude: unan-
ticipated deaths or major permanent losses of function;
patient suicides; infant abductions or discharges to the
wrong family; sexual assault or rape; transfusions with
major blood incompatibilities; surgery performed on the

wrong patient or site; major facility system malfunc-
tions; or fires affecting patient care or treatment. A hos-
pital must report this information within two business
days of learning of the event.

Coordinated Quality Improvement Programs. Hos-
pitals are required to maintain quality improvement pro-
grams to improve the quality of health care services and
prevent medical malpractice. Quality improvement pro-
grams review medical staff privileges and employee
competency, collect information related to negative
health care outcomes, and conduct safety improvement
activities. Medical facilities other than hospitals, and
health care provider groups consisting of five or more
providers, also may maintain quality improvement pro-
grams approved by the DOH.

Insurance Industry Reform. Medical Malpractice
Closed Claim Reporting. The Insurance Commissioner
(Commissioner) is responsible for the licensing and reg-
ulation of insurance companies doing business in this
state. Thisincludes insurers offering coverage for medi-
cal malpractice. There is no statutory requirement for
insurers to report to the Commissioner information about
medical malpractice claims, judgments, or settlements.

Underwriting Sandards. Underwriting standards
are used by insurers to evaluate and classify risks, assign
rates and rate plans, and determine eligibility for cover-
age or coverage limitations. Insurers, including medical
malpractice insurers, are not required to file their under-
writing standards with the Commissioner nor to notify an
insured of the significant risk factors that lead to an
underwriting action.

Cancellation or Non-Renewal of Liability Insurance
Policies. With certain exceptions, state insurance law
requires insurance policies to be renewable. An insurer
is exempt from this requirement if the insurer provides
the insured with a cancellation notice that is delivered or
mailed to the insured no fewer than 45 days before the
effective date of the cancellation. Shorter notice periods
apply for cancellation based on nonpayment of premi-
ums (10 days) and for cancellation of fire insurance poli-
cies under certain circumstances (five days). The written
notice must state the actual reason for cancellation of the
insurance policy.

Prior Approval of Medical Malpractice Insurance
Rates. The forms and rates of medical malpractice
polices are "use and file." After issuing any policy, an
insurer must file the forms and rates with the Commis-
sioner within 30 days. Rates and forms are subject to
public disclosure when the filing becomes effective.
Actuaria formulas, statistics, and assumptions submitted
in support of the filing are not subject to public disclo-
sure.

Health Care Liability Reform. Satutes of Limita-
tions and Repose. A medical malpractice action must be
brought within time limits specified in statute, called the
statute of limitations. Generally, a medical malpractice
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action must be brought within three years of the act or
omission or within one year of when the claimant dis-
covered or reasonably should have discovered that the
injury was caused by the act or omission, whichever
period islonger.

The statute of limitations is tolled during minority.
This means that the three-year period does not begin to
run until the minor reaches the age of 18. An injured
minor will therefore always have until at |east the age of
21 to bring a medical malpractice action.

The statute also provides that a medical malpractice
action may never be commenced more than eight years
after the act or omission. This eight-year outside time
limit for bringing an action is called a " statute of repose.”
In 1998 the Washington Supreme Court held the eight-
year statute of repose unconstitutional on equal protec-
tion grounds.

Certificate of Merit. A lawsuit is commenced either
by filing a complaint or by service of summons and a
copy of the complaint on the defendant. The complaint
is the plaintiff's statement of his or her claim against the
defendant. The plaintiff is generally not required to
plead detailed facts in the complaint; rather, the com-
plaint may contain a short and plain statement that sets
forth the basic nature of the claim and shows that the
plaintiff isentitled to relief.

There is no requirement that a plaintiff instituting a
civil action file an affidavit or other document stating
that the action has merit. However, a court rule requires
that the pleadings in a case be made in good faith. An
attorney or party signing the pleading certifies that he or
she has abjectively reasonable grounds for asserting the
factsand law. The court may assess attorneys fees and
costs against a party if the court finds that the pleading
was made in bad faith or to harass or cause unnecessary
delay or needless expense.

Voluntary Arbitration. Parties to a dispute may vol-
untarily agree in writing to enter into binding arbitration
to resolve the dispute. A procedural framework for con-
ducting the arbitration proceeding is provided in statute,
including provisions relating to appointment of an arbi-
trator, attorney representation, witnesses, depositions,
and awards. The arbitrator's decision isfina and binding
on the parties, and there is no right of appeal. A court's
review of an arbitration decision is limited to correction
of an award or vacation of an award under limited cir-
cumstances.

Pre-Quit Notice and Mandatory Mediation. Gener-
aly, aplaintiff does not have to provide a defendant with
prior notice of his or her intent to institute a civil suit. In
suits against the state or a local government, however, a
plaintiff must first file a claim with the governmental
entity that provides notice of specified information relat-
ing to the claim. The plaintiff may not file suit until 60
days after the claim is filed with the governmental entity.

Medical malpractice claims are subject to mandatory
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mediation in accordance with court rules adopted by the
Washington Supreme Court. The court rule provides
deadlines for commencing mediation proceedings, the
process for appointing a mediator, and the procedure for
conducting mediation proceedings. The rule alows
mandatory mediation to be waived upon petition of any
party that mediation is not appropriate.

Collateral Sources. In the context of tort actions,
"collateral sources' are sources of payments or benefits
available to the injured person that are totally indepen-
dent of the tortfeasor. Examples of collateral sources are
health insurance coverage, disability insurance, or sick
leave. Under the common law "collateral sourcerule,” a
defendant is barred from introducing evidence that the
plaintiff has received collateral source compensation for
the injury.

The traditional collateral source rule has been modi-
fied in medica malpractice actions. In a medical mal-
practice action, any party may introduce evidence that
the plaintiff has received compensation for the injury
from collateral sources, except those purchased with the
plaintiff's assets (e.g., insurance plan payments). The
plaintiff may present evidence of an obligation to repay
the collateral source compensation.

Frivolous Lawsuits. Under both statute and court

rule, the court may sanction a party or attorney for bring-
ing a frivolous suit or asserting a frivolous claim or
defense.  Under the statute, which applies to al civil
actions, if the court finds that the action, or any claim or
defense asserted in the action, was frivolous and
advanced without reasonable cause, the court may
require the non-prevailing party to pay the prevailing
party reasonable expenses and attorneys' feesincurred in
defending the claim or defense.
Summary: The Legidature finds that addressing the
issues of consumer access to health care and the increas-
ing costs of medical malpractice insurance requires com-
prehensive solutions that encourage patient safety,
increase oversight of medical malpractice insurance, and
make the civil justice system more understandable, fair,
and efficient.

Patient Safety. Statements of Apology. In a medical
negligence action, a statement of fault, apology, or sym-
pathy, or a statement of remedial actions that may be
taken, is not admissible as evidence in a civil action if
the statement was conveyed by a health care provider to
the injured person or certain family members within 30
days of the act or omission, or the discovery of the act or
omission, that is the basis for the claim.

Reports of Unprofessional Conduct. The statute
granting immunity to a physician, dentist, or pharmacist
who files charges or presents evidence about the incom-
petence or misconduct of another physician, dentist, or
pharmacist is expanded to apply to any health care pro-
fessional subject to the Uniform Disciplinary Act and to
apply to reports or evidence relating to unprofessional
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conduct or the inability to practice with reasonable skill
and safety because of a physical or mental condition. A
health care professional who prevailsin acivil action on
the good faith defense provided in this immunity statute
is entitled to recover expenses and reasonable attorneys
feesincurred in establishing the defense.

Medical Quality Assurance Commission (MQAC).
The public membership component of the MQAC is
increased from four to six members, and at least two of
the public members must not be representatives of the
health care industry.

Health Care Provider Discipline. When imposing a
sanction against a health care provider, a health profes-
sion disciplining authority may consider prior findings of
unprofessional conduct, stipulations to informal disposi-
tion, and the actions of other Washington or out-of-state
disciplining authorities.

Disclosure of Adverse Events. A medical facility
must notify the Department of Health (DOH) within 48
hours of confirmation that an adverse event has occurred.
The medical facility must submit a subsequent report of
the adverse event to the DOH within 45 days. The report
must include a root cause analysis of the adverse event
and a corrective action plan, or an explanation of the rea-
sons for not taking corrective action. Facilities and
health care workers may report the occurrence of "inci-
dents." "Adverse event” is defined as the list of serious
reportable events adopted by the National Quality Forum
in 2002. "Incident" is defined as an event involving clin-
ica care that could have injured the patient or that
resulted in an unanticipated injury that does not rise to
the level of an adverse event.

The DOH must contract with an independent entity
to develop a secure internet-based system for the report-
ing of adverse events and incidents. The independent
entity is responsible for receiving and analyzing the noti-
fications and reports and developing recommendations
for changes in health care practices for the purpose of
reducing the number and severity of adverse events. The
independent entity must report to the Legislature and the
Governor on an annual basis regarding the number of
adverse events and incidents reported and the informa-
tion derived from the reports.

Coordinated Quality Improvement Programs. The
types of programs that may apply to the DOH to become
coordinated quality improvement programs are
expanded to include consortiums of health care providers
that consist of at least five health care providers.

Prescription Legibility. Prescriptions for legend
drugs must either be hand-printed, typewritten, or gener-
ated electronically.

Insurance Industry Reform. Medical Malpractice
Closed Claim Reporting. Self-insurers and insuring enti-
tiesthat write medical malpractice insurance are required
to report medical malpractice closed claims that are
closed after January 1, 2008, to the Office of the Insur-

ance Commissioner (Commissioner). Closed claims
reports must be filed annually by March 1, and must
include data for closed claims for the preceding year.
The reports must contain specified data relating to: the
type of health care provider, speciaty, and facility
involved; the reason for the claim and the severity of the
injury; the dates when the event occurred, the claim was
reported to the insurer, and the suit was filed; the injured
person's age and sex; and information about the settle-
ment, judgment, or other disposition of the claim, includ-
ing an itemization of damages and litigation expenses.

If aclaim isnot covered by aninsuring entity or self-
insurer, the provider or facility must report the claim to
the Commissioner after a final disposition of the claim.
The Commissioner may impose a fine of up to $250 per
day against an insuring entity that fails to make the
required report. The DOH may require a facility or pro-
vider to take corrective action to comply with the report-
ing requirements.

A claimant or the claimant's attorney in a medical
mal practice action that resultsin afinal judgment, settle-
ment, or disposition, must report to the Commissioner
certain data, including the date and location of the inci-
dent, the injured person's age and sex, and information
about the amount of judgment or settlement, court costs,
attorneys fees, or expert witness costs incurred in the
action.

The Commissioner must use the data to prepare
aggregate statistical summaries of closed claims and an
annual report of closed claims and insurer financia
reports. The annua report must include specified infor-
mation, such as: trends in frequency and severity of
claims; types of claims paid; a comparison of economic
and non-economic damages; a distribution of allocated
loss adjustment expenses; a loss ratio analysis for medi-
cal malpractice insurance; a profitability anaysis for
medical malpractice insurers; a comparison of |oss ratios
and profitability; and a summary of approved medical
malpractice rate filings for the prior year, including ana-
lyzing the trend of |osses compared to prior years.

Any information in a closed claim report that may
result in the identification of a claimant, provider, health
care facility, or self-insurer is exempt from public disclo-
sure.

Underwriting Sandards. During the underwriting
process, an insurer may consider the following factors
only in combination with other substantive underwriting
factors: (1) that an inquiry was made about the nature or
scope of coverage; (2) that a notification was made about
a potential claim that did not result in the filing of a
claim; or (3) that a claim was closed without payment. |If
an underwriting activity results in a higher premium or
reduced coverage, the insurer must provide written
notice to the insured describing the significant risk fac-
torsthat led to the underwriting action.

Cancellation or Non-Renewal of Liability Insurance
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Palicies. The mandatory notice period for cancellation
or non-renewa of medical malpractice liability insur-
ance policies is increased from 45 days to 90 days. An
insurer must actually deliver or mail to the insured a
written notice of the cancellation or non-renewal of the
policy, which must include the actual reason for the can-
cellation or non-renewal and the significant risk factors
that led to the action. For policies the insurer will not
renew, the notice must state that the insurer will not
renew the policy upon its expiration date.

Prior Approval of Medical Malpractice Insurance
Rates. Medical malpractice rate filings and form filings
are changed from the current "use and file" system to a
prior approval system. Aninsurer must, prior to issuing
a medica malpractice policy, file the policy rate and
forms with the Commissioner. The Commissioner must
review thefiling, which cannot become effective until 30
days after itsfiling.

Health Care Liability Reform. Satutes of Limita-
tions and Repose. Tolling of the statute of limitations
during minority is eliminated.

The eight-year statute of repose is re-established.
Legidative intent and findings regarding the justification
for a statute of repose are provided in response to the
Washington Supreme Court's decision overturning the
statute of repose.

Certificate of Merit. In medical negligence actions
involving a claim of a breach of the standard of care, the
plaintiff must file a certificate of merit at the time of
commencing the action, or no later than 45 days after fil-
ing the action if the action is filed 45 days prior to the
running of the statute of limitations. The certificate of
merit must be executed by a qualified expert and state
that there is a reasonabl e probability that the defendant's
conduct did not meet the required standard of care based
on the information known at the time. The court for
good cause may grant up to a 90-day extension for filing
the certificate of merit.

Failure to file a certificate of merit that complies
with these requirements results in dismissal of the case.
If acaseisdismissed for failure to comply with the cer-
tificate of merit requirements, the filing of the claim may
not be used against the health care provider in liability
insurance rate setting, personal credit history, or profes-
sional licensing or credentialing.

Voluntary Arbitration. A new voluntary arbitration
system is established for disputes involving alleged pro-
fessional negligence in the provision of health care. The
voluntary arbitration system may be used only where all
parties have agreed to submit the dispute to voluntary
arbitration once the suit isfiled, either through the initia
complaint and answer, or after the commencement of the
suit upon stipulation by all parties.

The maximum award an arbitrator may make is lim-
ited to $1 million for both economic and non-economic
damages. In addition, the arbitrator may not make an
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award of damages based on the "ostensible agency" the-
ory of vicarious liability.

The arbitrator is selected by agreement of the parties,
and the parties may agree to more than one arbitrator. |If
the parties are unable to agree to an arbitrator, the court
must select an arbitrator from names submitted by each
side. A dispute submitted to the voluntary arbitration
system must follow specified time periods that will result
in the commencement of the arbitration no later than 12
months after the parties agreed to submit to voluntary
arbitration.

The number of experts allowed for each side is gen-
erally limited to two experts on the issue of liability, two
experts on the issue of damages, and one rebuttal expert.
In addition, the parties are generally entitled to only lim-
ited discovery. Depositions of parties and expert wit-
nesses are limited to four hours per deposition and the
total number of additional depositions of other witnesses
islimited to five per side, for no more than two hours per
deposition.

There is no right to a trial de novo on an appea of
the arbitrator's decision. An appeal is limited to the
bases for appeal provided under the current arbitration
statute for vacation of an award under circumstances
where there was corruption or misconduct, or for modifi-
cation or correction of an award to correct evident mis-
takes.

Pre-Suit Notice and Mandatory Mediation. A medi-
cal malpractice action may not be commenced unless the
plaintiff has provided the defendant with 90 days prior
notice of the intention to file a suit. The 90-day notice
requirement does not apply if the defendant's name is
unknown at the time of filing the complaint.

The mandatory mediation statute is amended to
require mandatory mediation of medical malpractice
claims unless the claim is subject to either mandatory or
voluntary arbitration. Implementation of the mediation
requirement contemplates the adoption of a rule by the
Supreme Court establishing a procedure for the partiesto
certify the manner of mediation used by the parties.

Collateral Sources. The collateral source payment
statute is amended to remove the restriction on present-
ing evidence of collateral source payments that come
from insurance purchased by the plaintiff. The plaintiff,
however, may introduce evidence of amounts paid to
secure the right to the collateral source payments (e.g.,
premiums), in addition to introducing evidence of an
obligation to repay the collateral source compensation.

Frivolous Lawsuits. An attorney in a medical mal-
practice action, by signing and filing a claim, counter-
claim, cross claim, or defense, certifies that the claim or
defense is not frivolous. An attorney who signs a filing
in violation of this section is subject to sanctions, includ-
ing an order to pay reasonable expenses and reasonable
attorneys feesincurred by the other party.
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Votes on Final Passage:

House 54 43
Senate 48 O (Senate amended)
House 82 15 (House concurred)

Effective: June 7, 2006
July 1, 2006 (Sections 112 and 210)

EHB 2322
C223L 06

Limiting the phosphorus content in dishwashing deter-
gent.

By Representative Ormsby.

House Committee on Natural Resources, Ecology &
Parks
Senate Committee on Water, Energy & Environment

Background: Phosphorous is a naturally occurring ele-
ment that stimulates plant growth. When introduced into
freshwater, phosphorous promotes growth of weeds and
algae and can degrade water quality.

In 1993, legidation was enacted prohibiting the sale
of laundry detergent that contains 0.5 percent or more
phosphorous by weight and the sale of dishwashing
detergent that contains more than 8.7 percent phospho-
rous by weight. The sale or distribution of detergents for
commercial and industrial uses are exempt from the
restriction.

Summary: The sale of dishwashing detergent that con-
tains 0.5 percent or more phosphorous by weight is pro-
hibited after July 1, 2008, in counties with populations
greater than 180,000 and less than 220,000 and in coun-
ties with populations greater than 390,000 and less than
650,000. Three counties currently meet the population
criteria as determined by the Office of Financial Man-
agement including Clark, Spokane, and Whatcom coun-
ties. Beginning July 1, 2010, the restriction on the sale
of dishwashing detergent that contains more than 0.5
percent or more phosphorous by weight is effective
statewide.

Votes on Final Passage:

House 78 19
Senate 41 7 (Senate amended)
House 79 18 (House concurred)

Effective: June 7, 2006

HB 2328
C 109 L 06

Changing provisions relating to the insanity defense.
By Representatives Lantz and Priest.

House Committee on Judiciary
Senate Committee on Judiciary

Background: A criminal defendant who pleads not
guilty by reason of insanity has the burden of proving by
apreponderance of the evidence that because of a mental
disease or defect at the time of the crime he or she was
unable to perceive the nature and quality of the act
charged or was unable to tell right from wrong with
respect to the act.

Theinsanity defenseis not a negation of any element
of the crime charged. It is not a defense that is designed
to raise a reasonable doubt about the prosecution's
required proof of those elements. A successful insanity
defense represents a determination that, because of his or
her mental ilIness, a person should not be held criminally
liable, even though he or she did commit the crime.
However, a person acquitted of a crime because of insan-
ity may be subject to involuntary commitment to a men-
tal hospital if he or sheisfound to be dangerous.

Under statutorily prescribed procedures, whenever a
person pleads not guilty by reason of insanity the court is
to appoint at least two experts to examine the defendant's
mental condition. At least one of the experts must be
approved by the prosecution. The defendant is entitled
to an attorney during the examination and may refuse to
answer any question he or she believes may tend to be
incriminating.

The Washington State Supreme Court has held, how-
ever, that neither the state nor federal Constitution's priv-
ilege against self-incrimination applies to these mental
examinations. 1n a2004 decision, the Court held that the
statutory right to refuse to answer questions creates a
privilege against self-incrimination different from and in
addition to any right under either Constitution.

Either the defendant or the prosecution may engage

experts to testify at trial about the defendant's mental
state. However, an expert who has not personally exam-
ined the defendant cannot offer an opinion about the
defendant's mental state at the time of the charged
offense.
Summary: An insanity plea defendant's privilege
against answering questions in a mental examination is
removed. Such a defendant who refuses to answer ques-
tions during an examination may not present his or her
own expert's testimony at trial.

These changes apply to mental examinations per-
formed on or after the effective date of the act.

Votes on Final Passage:

House 98 O
Senate 47 O
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Effective; June 7, 2006

HB 2330
C143L 06

Modifying provisions concerning the administration of a
crab pot buoy tag program.

By Representatives Blake, Buck, Upthegrove, Linville,
Sump and B. Sullivan.

House Committee on Natural Resources, Ecology &
Parks

Senate Committee on Natural Resources, Ocean & Rec-
reation

Background: There are two different closed commer-
cial fisheries for Dungeness crabs in Washington. One
fishery is operated for the Puget Sound, and the other is
limited to coastal waters. To catch crabs commercially,
Washington boats must have alicense for the appropriate
fishery.

Crabs are caught using crab pots. Each crab pot
must be attached to a buoy and fished individually. In
both fisheries, each buoy must be marked clearly with a
tag that contains the name or license number of the per-
son using that specific pot. The Department of Fish and
Wildlife (Department) manages a buoy tag program in
each fishery and is authorized to charge afee to the hold-
ers of Dungeness crab licenses to pay for the production
of the tags and the management of the tag programs.
Each buoy tag costs 70 cents, paid in an annual fee. Rev-
enue from the fees are deposited into either the Puget
Sound Crab Pot Buoy Tag Account or the Washington
Coastal Crab Pot Buoy Tag Account. These are non-
appropriated accounts used to pay for the buoy tags and
administration of the buoy tag programs.

The Crab Pot Buoy Tag Program began in the Puget

Sound fishery in 2001 and in the coastal fishery in 2005.
Coadta crab fishers from out-of-state are not required to
pay the buoy tag fee for crab pots fished off Washing-
ton's coast. The Department estimates that there are
about 15,000 such crab pots.
Summary: A buoy tag fee is charged to holders of out-
of-state crab fishing licenses who participate in Washing-
ton's coastal fishery. Out-of-state crab fishers must pur-
chase and place Washington buoy tags on their crab pots
when fishing in the federal waters off the Washington
coast.

Votes on Final Passage:

House 98 0
Senate 47 O

Effective: June 7, 2006
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Providing parity for home care agency workers.

By House Committee on Appropriations (originally
sponsored by Representatives Green, Haler, Conway,
Curtis, Fromhold, McDonad, Walsh, Strow, Sells,
Campbell, Miloscia, Roach, P. Sullivan, Morrell,
McDermott, Serben, Darneille, Appleton, Williams,
Chase, Moedller, Hasegawa, Rodne, Linville, Santos,
Springer, Wallace, Kenney, Cody, Ericksen, O'Brien,
Wood, B. Sullivan, Simpson, Ericks, Ormsby and
McCuneg).

House Committee on Appropriations
Senate Committee on Ways & Means

Background: The state contracts with agencies and
individual home care workers to provide long-term care
services to approximately 35,000 elderly and disabled
clients who are eligible for publicly-funded services
through the Department of Social and Health Services
(DSHS) Aging and Adult Services and Developmental
Disabilities programs. Home care workers provide
DSHS clients with personal care assistance with various
tasks such as toileting, bathing, dressing, ambulating,
meal preparation, and household chores.

Individual providers have collective bargaining
rights under Initiative 775. The law explicitly provides
that wages, benefits, and working conditions are deter-
mined solely through collective bargaining. The Gover-
nor must submit, as a part of the proposed biennial or
supplemental operating budget submitted to the Legisla-
ture, arequest for funds necessary to implement the com-
pensation and fringe benefits provisions of a collective
bargaining agreement or binding interest arbitration
award entered into under the law. The Legisature must
approve or reject the submission of the request for funds
asawhole.

The 2005-07 budget: includes funding to provide
individual home care workers wages of $9.20 per hour in
fiscal year 2006 and an average wage of $9.45 per hour
in fiscal year 2007 pursuant to a seniority wage scale;
provides state contributions for health care coverage,
vision, and dental benefits that average $506 per eligible
worker per month; and provides paid vacation leave for
every 50 hours worked in fiscal year 2007.

The collective bargaining law specifically applies to
individual providers and does not include those home
care workers employed by agency providers. Agency
providers are reimbursed similarly to other vendors with
whom the state contracts for publicly-funded human ser-
vices. Vendor payment rates are established in the bien-
nial operating budget. The enacted budget includes
funding sufficient for provider payments of $15.28 per
hour in fiscal year 2006 and $15.59 per hour in fiscal
year 2007. The 2005 Legidature increased agency pro-
vider payment rates to reflect the hourly wage increase
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negotiated by individual providers, but did not increase
payment rates to include the seniority wage scale and
vacation benefits that were awarded to individual provid-
ers. The state also subsidizes the cost of health care ben-
efits for those agency home care workers employed
through state contracts for at least 20 hours a week.
Beginning in the 2005-07 biennium, a limit on the per
worker per month state contribution to the cost of health
care benefitsis specified in the budget. In prior biennia,
these payments were made on a defined benefit level
basis, with the benefit level tied to the state's Basic
Health Plan.

Summary: The Department of Social and Health Ser-
vices (DSHS) must establish a formula to convert the
cost of the compensation increases negotiated and
funded by individual providers of home services into an
hourly amount that will be added to the statewide agency
home care provider vendor rate.

The formula must account for the increase in the
average cost of worker's compensation for home care
agencies and application of the increasesidentified in the
hourly amount added to the agency provider vendor rate
to all hours required to be paid, including travel time, of
direct service workers under the wage and hour laws and
associated employer taxes.

The DSHS's contribution rate for health care bene-
fits, including but not limited to medical, dental, and
vision benefits, will be paid to agency providers of home
services at the same rate as negotiated and funded for
individual providers.

For fiscal year 2007, the per-hour amount added to
the home care agency vendor rate will be limited to the
cost of a 2 cents per hour wage increase and the cost of
annual leave benefits negotiated and funded for individ-
ual providers of home care services.

Voteson Final Passage:
House 98 O
Senate 46 0
Effective: July 1, 2006

HB 2338
C21L 06

Extending the mortgage lending fraud prosecution
account.

By Representatives Kirby, Roach, Chase, Dickerson,
Ericks, Simpson, Upthegrove and Schual-Berke; by
request of Department of Financial Institutions.

House Committee on Financial Institutions & Insurance
Senate Committee on Financia Institutions, Housing &
Consumer Protection

Background: 1n 2003, the Legislature created the Mort-
gage Lending Fraud Prosecution Account (Account), a
specific fund to aid in the prosecution of consumer fraud

in the mortgage lending process.

The Account is administered by the Department of
Financial Institutions (DFI). Funds for the Account are
generated by a $1 surcharge, assessed at the recording of
adeed of trust. In order to defray the costs of collection,
the county auditor may retain up to 5 percent of the funds
collected. Once collected by a county, the funds must be
transferred monthly to the State Treasurer who, in turn,
must deposit the funds into the Account.

The DFI may use the Account to reimburse county
prosecutors and the Attorney General for costs related to
the investigation and prosecution of mortgage fraud
cases. Reimbursable items include training costs for
investigators and prosecutors and expenses related to
investigation and litigation. County prosecutors may
even seek recovery of salaries for members of their staff
who were assigned to the prosecution of a particular
case. The Director of the DFI (or designee) may autho-
rize expenditures from the fund. The DFI is required to
consult with the Attorney General and local prosecutors
in developing guidelines for the distribution of the funds,
which are to be used to enhance law enforcement capa-
bilities at both the state and local level.

The DFI must make an annual report to the Legisla
ture regarding the use of the funds in the Account.

The Mortgage Lending Fraud Prosecution Account,
the surcharge, and the report expire on June 30, 2006.

Summary: The expiration dates of the Mortgage Lend-
ing Fraud Prosecution Account, the surcharge, and the
report are delayed until June 30, 2011.

Votes on Final Passage:

House 98 0
Senate 46 O

Effective: June 7, 2006

EHB 2340
C19L 06

Regul ating mortgage brokers and loan originators.

By Representatives Kirby, Roach, Chase, Kenney and
Simpson; by request of Department of Financia Institu-
tions.

House Committee on Financia Institutions & Insurance

House Committee on Appropriations

Senate Committee on Financia Institutions, Housing &
Consumer Protection

Background: Licensure of Mortgage Brokers. In order
to make aloan in Washington, mortgage brokers must be
licensed. The license does not expire and is not renewed.
Mortgage brokers must pay an annual fee to maintain
licensure. If thefeeisnot paid, the Department of Finan-
cia Ingtitutions (DFI) must initiate proceedings to
revoke the license. Designated brokers of every licensee
must complete continuing education requirements.
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Requirements for mortgage brokers generaly include
honesty, veracity, provision of required disclosures, and
compliance with appropriate state and federal laws and
rules.

Loan Originator. Loan originators are employed or
retained by or represent, a person required to have a
mortgage broker license in the performance of specific
activities relating to a residential mortgage loan. Loan
originators are not licensed.

Sanctions. The Director of the DFI (Director) must
enforce all laws and rules relating to the licensing of
mortgage brokers. The Director may impose fines or
order restitution. The Director may deny, suspend, or
revoke licenses.

Compliance Examinations. The DFI may only
examine the business of a mortgage broker once in the
first two years of operation asalicensee. However, there
has been no funding mechanism for these examinations
and therefore no functioning program has been estab-
lished.

Investigations. The DFI may, at any time, investi-
gate complaints against a licensee or any other person in
the business of mortgage brokering.

Cooperation with Examinations and Investigations.
The Director or a designee may direct the production of
materials relevant to the investigation or require a person
to testify under oath. A subpoena may be issued if the
materials are not produced or if a person does not testify
after being ordered to do so. No person may remove,
withhold, or destroy requested materials.

Mortgage Brokerage Commission. The Mortgage
Brokerage Commission (Commission) advises the
Director on the characteristics and needs of the mortgage
brokerage profession. The Commission consists of five
members appointed by the Director. At least three mem-
bers must be mortgage brokers.

Summary: Licensure of Mortgage Brokers. Applicant
infformation.  In addition to information currently
required in an application, mortgage broker applicants
must provide their fingerprints, personal history, busi-
ness record, and other information required by the Direc-
tor. The Director must submit the information for a state
and federal crimina history background check. The
Director may receive nonconviction information but may
only disseminate that information to crimina justice
agencies.

License expiration and renewal. Mortgage broker
licenses expire annually. The Director must adopt rules
for the license renewal process.

Continuing education. The Director may allow out-
side professional organizations to provide continuing
education to designated brokers. The Director may
allow for reciprocity with other states' continuing educa-
tion requirements.

Prohibited practices. Added to thelist of prohibited
practicesis failure to comply with specific federal laws.
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Loan Originators. Definition. The definition of loan
originator is changed to include anyone who does (or is
held out as able to):

» take a residential mortgage application from a bro-
ker; or

« offer or negotiate terms of a mortgage loan for direct
or indirect compensation or the expectation of com-
pensation.

Licensing. Loan originators must be licensed. The
application must include the applicant's name, date of
birth, social security number, fingerprints, persona his-
tory, business record, and other information required by
the Director. The Director must submit information for a
state and federal crimina history background check.
The Director may receive nonconviction information but
may only disseminate that information to criminal justice
agencies.

The applicant must pay an application fee estab-
lished by rule by the Director. The Director must adopt
rules regarding procedures relating to incomplete appli-
cations. The Director must adopt rules regarding the
content of awritten examination.

The Director must issue the license if the application
is complete, the applicant passed the written examina-
tion, and the feeis paid unless:

e the applicant has had a similar license revoked
within seven years of the application;

 the applicant has been convicted of a gross misde-
meanor regarding dishonesty or financial  miscon-
duct or felony within seven years of the application;
or

 the applicant has not been able to demonstrate the

character and general fitness required to warrant a

belief that the business will be operated honestly and

fairly.

Loan originator licenses expire and must be
renewed. Loan originator licenses may not be assigned
or transferred. Licensees seeking to renew their licenses
must complete the required continuing education
requirements. The continuing education regquirements
must be adopted by rule by the Director.

Prohibited practices. Loan originators are subject to
the same prohibited practices as mortgage brokers. Loan
originators may not accept any compensation from abor-
rower for the preparation, negotiation, and brokering of a
loan. Loan originators may only take applications on
behalf of one mortgage broker at atime. The mortgage
broker must be clearly identified on the application.

Ability to contractually bind mortgage brokers.
Contracts between aloan originator and a borrower must
be in writing and contain the entire agreement. The con-
tract is binding on the mortgage broker.

Sanctions. The Director may enforce al laws and
rules relating to the licensing of mortgage brokers and
loan originators. The Director may impose fines or order
restitution. The Director may deny, suspend, or revoke a
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license.

Compliance Examinations. The DFI may only
examine the business of a mortgage broker once in the
first five years of being licensed, including the licensing
of abranch. The scope of the examination is limited to
compliance with the laws and rules related to mortgage
brokers. The scope or time-frame may be expanded
upon the clear identification of a need to do so. The
Director must establish rules regarding protocols of
examination findings and corrective actions. The reports
must include a process for clear notification of violations
to the licensee and an opportunity for the licensee to
respond.

The Director may consider reports made by an inde-
pendent professional that cover the same subject as the
examination and incorporate al or part of the indepen-
dent report into the examination report. The Director
may retain attorneys, auditors, or other professionals to
aid in an investigation or examination.

Investigations. There does not have to be a com-
plaint to enable the DFI to investigate a licensee or any
other person in the business of mortgage brokering.

Cooperation with Examinations and Investigations.
The Director or a designee may direct the production of
materials relevant to the investigation or require testi-
mony under oath of a person. A person who removes,
withholds, or destroys requested materials is guilty of a
class B felony or punishable by a fine of not more than
$20,000 or both.

Mortgage Brokerage Commission. The Commission
is expanded to seven members appointed by the Director.
At least two members must be loan originators.

Annual Reports by Licensees. Annualy, licensees
must provide the Director with areport of mortgage bro-
ker activity. The Director may establish the format by
rule. The report may only include the total number of
closed loans and total dollar volume of closed loans orig-
inated by the mortgage broker in Washington. Any
information that is a trade secret is exempt from public
disclosure unless aggregated in a manner that the indi-
vidual broker'sinformation is not identifiable.

The Director may take the actions necessary to
implement the act upon the date the act becomes effec-
tive.

Votes on Final Passage:

House 8 6
Senate 48 0

Effective: January 1, 2007
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Establishing a health care declarations registry.

By House Committee on Appropriations (originally
sponsored by Representatives Moeller, Appleton, Nixon,
Hunt, Curtis, Lantz, Morrell, Springer, Wallace,
Fromhold, Kagi, Roberts, Cody, Ericks, Green and
Ormsby).

House Committee on Health Care

House Committee on Appropriations

Senate Committee on Health & Long-Term Care
Senate Committee on Ways & Means

Background: There are several types of documents that
individuals may use to declare their preferences for
health care and mental health decisions in the event that
they become incapacitated.

* Anadvancedirective is adocument that expresses an
individual's preferences regarding the withholding or
withdrawal of life-sustaining treatment if he or sheis
in a terminal condition or permanent unconscious
state.

* A mental health advance directive is a document that
either provides instructions or declares an individ-
ual's preferences regarding his or her mental health
treatment in the event of incapacitation. These docu-
ments may also appoint another person to make deci-
sions regarding mental health treatment on the
individual's behalf in the event of incapacitation.

* A durable power of attorney for health care is a doc-
ument that appoints an agent to provide informed
consent for health care decisions on behalf of
another individual.

» The Physician Orders for Life-Sustaining Treatment
(POLST) form is a standardized form that is signed
by an individua's physician or advanced registered
nurse practitioner (ARNP) to instruct emergency
medical personnel or staff in residential care settings
on the type of care that an individual wishes to have
in end of life situations.

In order to be valid, an advance directive or a mental
health advance directive must be signed by an individual
who is at least 18 years old and not incapacitated, there
must be at least two neutral witnesses present, and it
must be dated. Advance directives and mental health
advance directives may be revoked according to statuto-
rily prescribed procedures.

If a patient has an advance directive or a mental
health advance directive, health care facilities must make
these documents a part of the patient's medical records.
If ahealth care facility or provider is unable or unwilling
to comply with all or any part of an advance directive or
a mental health advance directive, the patient, or his or
her personal representative, must be promptly notified.
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Summary: The Department of Heath (Department) is
directed to establish and maintain a statewide registry of
health care declarations submitted by Washington resi-
dents on a secure web site. The Department may con-
tract with another entity to perform these registry
functions. The hedlth care declarations that may be sub-
mitted include advance directives, durable powers of
attorney for health care, mental health advance direc-
tives, and forms establishing physician orders for emer-
gency medical service personnel.

Residents may either send the health care declara
tions to the Department to place in the registry or they
may submit them directly to the registry in a digital for-
mat. The Department is not responsible for determining
whether or not the health care declarations have been
properly executed.

Individuals must have access to their health care dec-
larations and the ability to revoke them at all times. Per-
sona representatives, health care facilities, attending
physicians, ARNPs, and hedth care providers acting
under the direction of a physician or ARNP must have
access to the registry at all times.

A health care declaration that is stored in the registry
may be revoked by standard statutory methods or
according to a method developed by the Department.
Revocation of a health care declaration stored in the reg-
istry by means of a standard statutory method is valid
even if the Department is not notified of the revocation.

Physicians, ARNPs, health care providers acting
under the direction of a physician or ARNP, hedlth care
facilities and their employees who, in good faith and
without negligence, act in reliance on a declaration in the
registry, are immune from civil and criminal liability and
professional sanctionsin specified circumstances. These
circumstances include when they provide, do not pro-
vide, withdraw, or withhold treatment and: (1) there was
no actual knowledge that there was a declaration in the
registry; (2) there was no actual knowledge that the dec-
laration had been revoked; (3) the declaration is subse-
guently determined to have been invaid; or (4) the
procedure is in accordance with the declaration that is
stored in the registry.

The Department isimmune from civil liability for its
administration and operation of the registry except in
cases of gross negligence, willful misconduct, or inten-
tional wrongdoing.

The stated intent of the act is that the electronic reg-
istry improve access to advance directives and mental
health advance directives, but not supplant the current
system of using these documents. The intent is aso
stated to be that health care providers consult the registry
in al situations where there may be a question about the
patient's wishes for periods of incapacity and the exist-
ence of a document of the patient's intentions except
where it would affect the emergency care of the patient.

The Hedth Care Declarations Registry Account

(Account) is created for the purpose of creating and
maintaining the registry and educating the public about
the registry. The Account is appropriated and is to be
funded through donations and appropriations.

By December 1, 2008, the Department must report to
the Legislature on the number of registry participants,
number and type of health care declarations submitted,
number and type of revocations, number and type of pro-
viders and facilities with access to the registry, costs of
operating the registry, and donations received for the
Account.

Votes on Final Passage:

House 97 1
Senate 47 1

Effective: June 7, 2006
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Increasing the number of superior court judicial posi-
tionsin Clallam and Cowlitz counties.

By House Committee on Judiciary (originally sponsored
by Representatives Kessler, Buck, Kagi, Curtis, Takko,
Blake and Kenney).

House Committee on Judiciary
House Committee on Appropriations
Senate Committee on Judiciary

Background: The Legislature sets by statute the num-
ber of superior court judges in each county. The state
and the counties share the costs of the superior courts.
Benefits and one-half of the salary of a superior court
judge are paid by the state. The other half of the judge's
salary and al other costs associated with ajudicia posi-
tion, such as capital and support staff costs, are borne by
the county.

Periodically, the Administrative Office of the Courts
(AOC) does aworkload analysis of the superior courtsto
determineif additional judicial positions are needed.

Clalam County has two statutorily authorized
judges. Cowlitz County has four authorized judges. The
workload analysis conducted by the AOC indicates a
need for an additional judge for both counties.

Summary: One additional superior court judge is
authorized in Clallam County and one additional supe-
rior court judge is authorized in Cowlitz County.

The additional judicia positions are effective only if
each county documents its approval of the additiona
position and agrees to pay for its share of the costs for
the position without reimbursement from the state.

Votes on Final Passage:

House 97 1
Senate 48 0

Effective: June 7, 2006
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Addressing regional fire protection service authorities.

By House Committee on Local Government (originaly
sponsored by Representatives Simpson, Rodne,
Appleton and Haler).

House Committee on Local Government
Senate Committee on Government Operations & Elec-
tions

Background: Creation of a Regional Fire Protection
Service Authority. A Regiona Fire Protection Service
Authority (Authority) may be created for the purpose of
conducting specified fire protection functions a a
regional level. An Authority may be created by the
merger of two or more adjacent fire protection jurisdic-
tions, including fire protection districts, cities, port dis-
tricts, and Indian tribes.

Planning Committee. The fire protection jurisdic-
tions proposing the creation of an Authority must estab-
lish a planning committee to develop and adopt a service
plan. The plan must provide for the design, financing,
and development of fire protection services. Informulat-
ing its service plan, a planning committee may not rec-
ommend the provision of ambulance services unless the
Authority finds that existing ambulance services cannot
adequately serve the jurisdictions served by the Author-
ity. If such afinding is made, then the Authority may
establish its own ambulance service or arrange for such
service by contract. The planning committee must also
recommend statutorily authorized sources of revenue
and as well as a financing plan for the funding of
selected fire protection service projects.

As part of its plan, the planning committee may rec-
ommend revenue sources that could be utilized follow-
ing voter approval. The authorized revenue sources
include both property taxes as well as "benefit charges.”
A "benefit charge" is a charge imposed upon a property
owner based upon the measurable benefits to be received
by the property owner as the result of the creation of the
Authority.

Voter Approval of Plan. Once adopted by the plan-
ning committee, the plan must be forwarded to the par-
ticipating jurisdictions governing bodies to initiate the
election process. The voters may, by magjority vote,
approve or reject a single ballot measure that both
approves the formation of the Authority and the plan.
Taxes and benefit charges may not be imposed by an
Authority unless they are specifically identified in a plan
receiving voter approval. This voter approval require-
ment is in addition to any other legal requirements
regarding voter approval of property tax levies or the
imposition of benefits charges.

Powers and Duties of an Authority. An Authority is
governed by a board consisting of persons identified in
the plan. Board members must all be elected officials.

When it first meets, the board of an Authority must adopt
bylaws and operational procedures. The board is respon-
sible for the execution of the voter-approved plan. A
board isrequired to:

 levy and impose taxes as authorized;
enter into intergovernmental agreements;
acquire, hold, or dispose of real property;
exercise the powers of eminent domain;
enforce fire codes;
accept grants and contributions to support the pur-
poses of the Authority;

« monitor and audit the progress and execution of the

Authority's programs and projects;

 enter into leases, contracts, and pay for services,

 hire and fire personnel; and

» exercise other powers and duties as are reasonably
necessary to carry out its purposes.

All powers, duties, and functions of a participating
fire protection jurisdiction may be transferred by resolu-
tion to the Authority. Such a transfer does not affect
existing collective bargaining agreements.

Financing the Operation of an Authority. An
Authority may issue its own debt maturing in up to10
years and notes maturing in up to 20 years. It may aso
pledge tax revenues by contracts of up to 25 years dura-
tionin order to pay principal and interest on bonds issued
by the Authority. The Authority may incur genera
indebtedness and issue general obligation bonds matur-
ing in up tol10 years to be paid by voter-approved excess
property tax levies.

An Authority may obtain revenues through ad valo-
rem property taxes which are based on the assessed value
of taxable property within the Authority. Subject to
specified conditions, an Authority is authorized to
impose three separate tax levies to fund its operations,
each of which islimited to $0.50 per $1,000 of assessed
value The third $0.50 levy may be imposed only if the
Authority has at least one full-time employee.

An authority may also impose excess levies for
maintenance and operation purposes or for bond retire-
ment for capital facilities when authorized by law. Bond
levies pay the annual principal and interest required for
the term of the bond, typically 20 years. Excess levies
must be approved through a ballot proposition that
receives a 60 percent majority of the votes cast.

An Authority may also obtain revenues through the
imposition of a "benefits charge." Benefit charges are
not based on the value of real property, but are instead
linked to other factors such as insurance savings, water
sources, or the distance from fire service facilities. An
Authority may use this funding approach as a means for
reducing property taxes and apportioning the costs of
service in amanner that more accurately reflects the ben-
efits delivered. The imposition of a benefits charge must
be approved through a ballot proposition that is approved
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by a 60 percent mgjority of the voters living within the
jurisdiction of the Authority.

Summary: Provision of Emergency Services. The
powers granted to the Authority include the creation and
operation of "emergency" services as well asfire protec-
tion services.

Creation of a Regiona Ambulance Service. The
Authority must comply with several procedural require-
ments before an ambulance service may be created that
competes with an existing private ambulance service.
These procedures include the requirement that the
Authority formally study the adequacy of existing pri-
vate ambulance services and make specific factual find-
ings that such services are insufficient to serve the needs
of the region within the jurisdiction of the Authority.

Plan Amendments not Requiring Voter Approval.
The planning committee must identify within the plan
those provisions that may be amended by the Authority
without voter approval.

Requirements for Voter Approval of Revenue
Sources. The voting requirements for public approval of
aplan are clarified asfollows:

 |If a plan authorizes the Authority to impose benefit
charges or tax levies that by law require the approval
of 60 percent of the voters, then the plan itself must
be approved by 60 percent of the voters.

* |f the plan authorizes alternative sources of revenue
not subject to the 60 percent voter approval require-
ment, then the plan must be approved by simple
majority vote.

* |f the plan does not authorize the authority to impose
benefit charges or tax levies requiring the approval
of 60 percent of the voters, then the plan is subject to
approval by simple mgjority vote.

Subseguent to the adoption of the plan, the Authority
may impose taxes and benefit charges not specified in
the original plan, provided the requisite voter approval is
obtained prior to the imposition of such taxes or benefits
charges.

Effective Date That an Authority Must Assume Its
Duties. Following the requisite voter approval, an
Authority must assume its duties on the next January 1st,
or the next July 1st, whichever occurs first.

Powers and Duties of the Governing Board. The
powers and duties of an Authority's governing board are
clarified asfollows:

» The board must exercise powers and perform duties
as the board determines necessary to carry out the
purposes, functions, and projects of the Authority.

» The exercise of the board's powers must be in accor-
dance with legal requirements applicable to fire pro-
tection districts if one of the jurisdictions
encompassed by the authority is such a district.
However, this provision does not apply if the plan
specifies otherwise.
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» Provisions alowing the board to exercise eminent
domain powers or to acquire, hold, or dispose of real
property are deleted.

Transfers of Powers and Duties to the Authority by
Participating Jurisdictions. Unless otherwise specified in
the plan, the powers, duties, and functions of participat-
ing jurisdictions are transferred to the Authority.

Transfers of Assets and Debts to the Authority.
Unless otherwise specified in the plan, the assets and
debts of participating jurisdictions are transferred to the
Authority.

Annexations Affecting Participating Jurisdictions.
Territory that is annexed to a participating jurisdiction is
deemed automatically annexed to the Authority as of the
effective date of the annexation.

Debt and Bonding Authority. An Authority may
incur general indebtedness not exceeding an amount
equal to 0.75 percent of the value of the taxable property
located within the jurisdiction of the Authority. The
maximum term of such indebtedness may not exceed 20
years. In order to pay its obligations, an Authority may
pledge payments to be received by the Authority from
the state, the federal government, or any fire protection
jurisdiction under an interlocal contract. Excess property
tax levies may also be used to retire general indebtedness
provided the requisite voter approval is obtained.

An Authority is also authorized to issue general obli-
gation bonds for capital purposes. Such bonds, together
with any outstanding general obligation debt, may not
exceed an amount equal to 1.5 percent of the value of the
taxable property within the jurisdiction of the Authority.
The bonds may be retired through excess property tax
levies following voter approval of a proposition autho-
rizing the indebtedness and the tax levies. The requisite
voter approval requiresthe affirmative vote of 60 percent
of those voting at an election involving voter participa-
tion of not less than 40 percent of the residents who
voted at the last preceding state election. The maximum
term of the bonds may not exceed 20 years.

Collective Bargaining Agreements. Several provi-
sions are added pertaining to the rights of Authority
employees under collective bargaining agreements exist-
ing among the various fire protection jurisdictions
encompassed by the Authority. Unless otherwise speci-
fied in a new agreement applicable to all transferring
employees at the time of the creation of the Authority,
such employees retain al of the rights, benefits, and
privileges they had under the various collective bargain-
ing agreements existing prior to the creation of the
Authority.

Civil Service Provisions. Subject to specified con-
ditions, an Authority is granted the power to create civil
service rules applicable to its employees.
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Votes on Final Passage:

House 97 1
Senate 48 0
House 98 O

Effective: June 7, 2006

(Senate amended)
(House concurred)

HB 2348
C 2348 L 06

Extending tax relief for aluminum smelters.

By Representatives Morris, Ericksen, Condotta, Linville,
Conway, Sump, Haler, Orcutt, Wallace, Ericks, B.
Sullivan, O'Brien, Dunn and Holmquist.

House Committee on Technology, Energy & Communi-
cations

House Committee on Finance

Senate Committee on International Trade & Economic

Development
Senate Committee on Ways & Means
Background: In Washington, the aluminum smelting
industry has contracted in recent years as a result of
declining aluminum prices in the global aluminum com-
modities market and local increases in the price of elec-
tricity, amagjor cost driver in aluminum prices. In 1998,
the industry in the state employed over 5,300 people and
had taxable income of $2.4 billion. The 2001 energy cri-
sis, and spiking wholesale power prices, resulted in most
of the state's smelters shutting down at least temporarily,
and most have not resumed normal operations. In the
state fiscal year 2002, taxable income for the industry
was down to $700 million and only 2,200 persons were
employed.

Prior to 1996, the industry received most of its elec-
tricity from the Bonneville Power Administration (BPA)
at preferential rates and, in exchange, provided a portion
of the BPA reserve requirements through interruptibility
provisions in their electricity service contracts. How-
ever, since 1996 the BPA has increasingly reduced the
energy alocated to the industry, requiring aluminum
smeltersto rely more on the wholesale market.

In 2004, the Legidature created the Aluminum
Smelter Tax Incentives Program (Program) for the alu-
minum smelting industry. The Program includes a num-
ber of tax preferences that result in lower liability under
the Business and Occupation (B&O) tax and under the
sales and use taxes, and indirect savingsrelated to certain
utility tax credits. The Program also includes goals
related to meeting certain employment levels and assist-
ing the viability of the industry through 2006. These tax
incentives are scheduled to expire on January 1, 2007.

In the fiscal year ending June 30, 2005, Program par-
ticipants had claimed $2.1 million worth of incentives.
While employment and wages in the industry have
declined since the incentives took effect, the program

goal of maintaining 75 percent of the employment level
as of January 1, 2004, as adjusted for previously
announced reductions, has been met as of June 30, 2005.
In addition, the target employment level under the incen-
tive program is 449 persons; as of June 30, 2005, the
industry employment level was 971 persons.

Summary: A number of tax incentives provided to
firms in the aluminum smelting industry are extended
until January 1, 2012.

The B& O tax rates on the manufacturing, processing
for hire, and wholesaling of aluminum are reduced for
aluminum smelters to .2904 percent through January 1,
2012. Aluminum smelters may take a credit against
B&O tax liability for property taxes paid through Janu-
ary 1, 2012.

Through January 1, 2012, aluminum smelters may
receive a credit against retail sales and use tax liability
for the amount of the state portion of sales and use taxes
paid with respect to property used at a smelter or to labor
and services rendered with respect to the property. Alu-
minum smelters are exempt from the brokered natural
gas use tax through January 1, 2012.

The act includes accountability provisions related to
employment goals, reporting requirements, and an evalu-
ation. The goals of the incentives are to: (1) maintain
aluminum production at alevel that will preserve at least
75 percent of the jobs that were on the payroll as of Janu-
ary 1, 2004, adjusted for any reductions announced prior
to December 2003, and (2) allow the aluminum smelting
industry to continue operations in the state through 2012
when energy costs are anticipated to drop.

By December 1, 2007, the fiscal committees of the
House and Senate, in consultation with the Department
of Revenue, must issue a report to the Legislature evalu-
ating the effectiveness of the incentives, including the
effect on job retention. Another report to the Legislature
must be conducted by December 1, 2010, and December
1, 2015.

Votes on Final Passage:

House 90 8
Senate 40 8 (Senate amended)
House 93 4 (House concurred)
Effective: June 7, 2006
ESHB 2352
C201L 06

Modifying net metering provisions.

By House Committee on Technology, Energy & Com-
munications (originaly sponsored by Representatives
Morris, Hudgins and B. Sullivan).

House Committee on Technology, Energy & Communi-
cations
Senate Committee on Water, Energy & Environment
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Background: Net Metering. Net metering means mea-
suring the difference between the electricity supplied by
an electric utility and the electricity generated by a cus-
tomer-generator over a hilling period. State law defines
a net metering system as an electrical production facility
that: (1) is a fuel cell or uses solar, wind, or hydro
power; (2) has a generating capacity of 25 kilowatts or
less; (3) islocated on the premises of a customer-genera-
tor; (4) operates in paralel with the electrical utility's
distribution and transmission system; and (5) is intended
primarily to offset part or al of the customer's electricity
reguirements.

Allowable Cumulative Generating Capacity of Net
Metering Systems. Electric utilities must offer net
metering to eligible customers-generators on a first-
come, first-serve basis until the cumulative generating
capacity of net metering systems equals 0.1 percent of
the utility's peak demand during 1996, of which not less
than 0.05 percent must be attributable to net metering
systems that use as its fuel either solar, wind, or hydro
power.

Excess Generating Credits. If electricity generated
by the customer-generator exceeds the electricity sup-
plied by the electric utility, the customer-generator must
be: (1) billed for the appropriate customer charges for
that billing period; and (2) credited for the excess kilo-
watt-hours generated during the billing period, with this
kilowatt-hour credit appearing on the bill for the follow-
ing billing period. At the beginning of each calendar
year, any remaining unused credits in excess of kilowatt-
hours generated by the customer-generator are granted to
the electric utility, without compensation to the cus-
tomer-generator.

Safety, Power Quality, and Interconnection Require-
ments. The Utilities and Transportation Commission
(UTC), in the case of an electrica company, or the
appropriate governing body, in the case of other electric
utilities, may adopt additional safety, power quality, and
interconnection requirements for customer-generators
that the UTC or governing body determines are neces-
sary to protect public safety and system reliability.
Summary: Net Metering System. Net metering is rede-
fined to eliminate the requirement that the customer-gen-
erator eectricity is fed back to the electric utility. Net
metering system is redefined to mean a facility and pro-
duces electricity and used and useful thermal energy
from a common fuel source, or afacility for the produc-
tion of electrical energy that generates renewable energy.
Renewable energy is defined as energy generated by a
facility that uses water, wind, solar energy, or biogas
from animal waste as a fuel. The generating capacity
allowed for net metering systems is increased to not
more than 100 kilowatts.

Allowable Cumulative Generating Capacity of Net
Metering Systems. An electricity utility must offer to
make net metering available to eligible customer-genera-
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tors on a first-come, first-served basis until the cumula-
tive generating capacity of net metering systems equals
0.25 percent, instead of 0.1 percent, of the utility's peak
demand during 1996. On January 1, 2014, the cumula-
tive generating capacity available to net metering sys-
tems will equal 0.5 percent of the utility's peak demand
during 1996. Not less than 50 percent of the utility's
1996 peak demand available for net metering is reserved
for the cumulative generating capacity attributable to net
metering systems that generate renewable energy.

Excess Generating Credits. On April 30 of each cal-
endar year, any unused kilowatt-hour credits accumu-
lated during the previous year must be granted to the
eectric utility, without compensation to the customer-
generator.

Safety, Power Quality, and Interconnection Require-
ments. The UTC and governing bodies of electric utili-
ties may adopt limitations on the number of customer-
generators and total capacity of net metering systems
that may be interconnected to any distribution feeder
ling, circuit, or network in order to protect public safety
and system reliability.

Votes on Final Passage:

House 97 1
Senate 46 1
House 96 1

Effective: June 7, 2006

(Senate amended)
(House concurred)

E2SHB 2353
C54L 06

Providing collective bargaining for family child care
providers.

By House Committee on Appropriations (originally
sponsored by Representatives Pettigrew, Shabro,
Kessler, Priest, Cox, Conway, Haler, P. Sullivan,
Appleton, Walsh, Kenney, Green, Armstrong, Hasegawa,
Kagi, Hunt, McCoy, Buri, Fromhold, Strow, Curtis,
McDermott, Williams, Hudgins, Moeller, Sells, Lantz,
Kilmer, Chase, McDonad, Morrell, Murray, Linville,
Santos, Springer, Wallace, Dickerson, Roberts, Cody, B.
Sullivan, Simpson, Ericks, Upthegrove, Campbell,
Ormsby and O'Brien).

House Committee on Commerce & Labor

House Committee on Appropriations

Senate Committee on Labor, Commerce, Research &
Development

Senate Committee on Ways & Means

Background: Child Care Services. The state, through
the Department of Social and Health Services Division
of Child Care and Early Learning, is responsible for
licensing child care homes and centers. The state also
subsidizes part of the child care costs for children from
low-income families with parents who are working,
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going to school, homeless, or otherwise eligible. In
accordance with federal regulations, the state ties child
care subsidy rates to a local market survey of child care
market rates conducted at |east every two years.

In fiscal year 2004, the state subsidized care for
approximately 67,000 children per month. These chil-
dren received subsidized care in avariety of ways, either
in licensed centers and family homes, or from unregu-
lated but legal providers. Licensed family home provid-
ers cared for about 25 percent of state-subsidized
children. Another 20 percent received subsidized care
either in their own home or in the home of arelative.

Public Employee Collective Bargaining. Employees
of cities, counties, and other political subdivisions of the
state bargain their wages and working conditions under
the Public Employees Collective Bargaining Act
(PECBA) administered by the Public Employment Rela-
tions Commission (PERC). Individual providers (home
care workers) aso have collective bargaining rights
under the PECBA.

The exclusive bargaining representative is deter-
mined by the PERC if the public employer and public
employees are in disagreement as to the selection of a
bargaining representative. The PERC determines the
exclusive bargaining representative by conducting either
an election or a cross-check of membership records. |If
there is more than one organization on the ballot and
none of the three or more choices receive a mgjority vote
of the public employees within the bargaining unit in an
initial election, thereis arun-off election.

The employer and exclusive bargaining representa-
tive have a mutual obligation to negotiate in good faith
over specified mandatory subjects of bargaining: griev-
ance procedures and personnel matters, including wages,
hours, and working conditions. For uniformed person-
nel, the PECBA recognizes the public policy against
strikes as a means of settling labor disputes. To resolve
impasses over contract negotiations involving these uni-
formed personnel, the PECBA requires binding arbitra-
tion if negotiations for a contract reach impasse and
cannot be resolved through mediation. The interest arbi-
tration panel must consider: the employer's authority; the
parties stipulations; comparisons of wages, hours, and
conditions of employment of like personnel of like
employers; and the cost of living.

Summary: The Public Employees’ Collective Bargain-
ing Act (PECBA) is amended to apply to the Governor
with respect to family child care providers, and to govern
collective bargaining between the Governor and the pro-
viders exclusive bargaining representative.

Public Employees and Employer. Solely for pur-
poses of collective bargaining, family child care provid-
ers are "public employees.” Family child care providers
are persons who:

» regularly carefor one or more children in their home
or the children's home;

* receive child care subsidies from the state; and
« may be licensed, or exempt from licensing.

Solely for purposes of collective bargaining, the
Governor isthe "public employer."

Bargaining Unit and Representative. For purposes
of collective bargaining, the only appropriate unit is a
statewide unit of all family child care providers. The
exclusive bargaining representative of the family child
care providers is determined in the manner specified in
the PECBA, except that, if none of the choices receives a
majority of the votes cast in theinitial election, thereisa
run-off election.

Mandatory Subjects of Bargaining. The exclusive
bargaining representative of the family child care provid-
ers and the Governor have a mutual obligation to negoti-
ate in good faith over specified mandatory subjects of
bargaining. Mandatory subjects are limited to: (1) eco-
nomic compensation, such as manner and rate of subsidy
and reimbursement, including tiered reimbursements; (2)
health and welfare benefits; (3) professional develop-
ment and training; (4) labor-management committees;
(5) grievance procedures; and (6) other economic mat-
ters. Retirement benefits are not subject to collective
bargaining. Negotiations must be commenced initially
upon certification of the exclusive bargaining representa-
tive and, thereafter, by February 1 of even-numbered
years.

Reguests for Funds and Legidative Changes. The
Governor must submit a request to the Legidature for
any funds and legidative changes necessary to imple-
ment a collective bargaining agreement covering family
child care providers. The Legislature may approve or
reject the submission of the request for funds only as a
whole. If the Legidature rejects or fails to act on the
submission, the collective bargaining agreement will be
reopened solely for the purpose of renegotiating the
funds necessary to implement the agreement.

Mediation and Arbitration; No Right to Strike. Fam-
ily child care providers are subject to mediation and
binding interest arbitration if an impasse occurs in nego-
tiations. The interest arbitration panel must consider:
the employer's authority, the parties stipulations; com-
parisons of wages, hours, and conditions of employment
of like personnel of like employers; and the cost-of-liv-
ing. Theinterest arbitration panel must also consider the
financial ability of the state to pay for the compensation,
fringe benefit, and child care subsidy provisions of the
agreement. The interest arbitration panel's decision is
not binding on the Legislature, and if the Legidature
does not approve the funding, it is not binding on the
State.

Family child care providers do not have the right to
strike.

Union Dues. The state must deduct monthly union
dues from a family child care provider's payments upon
written authorization of the family child care provider
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and after certification or recognition of an exclusive bar-
gaining representative of the family child care providers.

If a union security clause is included in the agree-
ment: (1) the state must deduct the dues or equivalent
fees from the payments made to all family child care pro-
vider bargaining unit members; and (2) the agreement
must include a process for hardship dispensation of
license-exempt members who are recipients of Tempo-
rary Assistance for Needy Families or participants in
WorkFirst.

Negotiated Rulemaking. For purposes of negotiated
rule-making under the Administrative Procedures Act,
the only appropriate unit is a statewide unit of al family
child care licensees. Family child care licensees are per-
sons who:

e regularly care for one or more children in their
home;

» arelicensed; and

+ do not receive child care subsidies from the state.

The representative of the family child care licensees
isinitially selected in elections held in accordance with a
directive of the Governor to the Secretary of the Depart-
ment of Social and Health Services dated September 16,
2005. Thereafter, the representatives are selected in an
election conducted by the American Arbitration Associa-
tion.

State Action Immunity. The Legislature intends to
provide state action immunity under antitrust laws for
thejoint activities of: (1) family child care providers and
their representative; and (2) family child care licensees
and their representative.

Other Provisions. Parents and legal guardians have
the right to choose and terminate the services of family
child care providers.

The Secretary of the Department of Social and
Health Services has the right to adopt rules, other than
rules related to grievance procedures and collective
negotiations on personnel matters.

The Legidature has the right to modify the delivery
of state child care services, including the standards for
eligibility of parents, legal guardians, and family child
care providers and the nature of the services.

Laws governing investigations of child abuse or
neglect, background checks, and adverse licensing
actions are not modified.

Votes on Final Passage:

House 84 14
Senate 40 8 (Senate amended)
House 86 11 (House concurred)

Effective: June 7, 2006
March 15, 2006 (Sections 1-5)
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Creating a use tax exemption when converting or merg-
ing a federal, foreign, or out-of-state credit union into a
state charter.

By Representatives Santos, Orcutt, Mclintire, Hunter,
Armstrong, Morrell, Roach, Kenney, Fromhold, Ericks
and McDermott.

House Committee on Financia Institutions & Insurance
House Committee on Finance
Senate Committee on Ways & Means

Background: Credit unions. A credit union is afinan-
cia cooperative organization of individuals who have a
common bond, such as a place of employment, resi-
dence, or membership in a labor union. Credit unions
accept deposits from members, pay interest (in the form
of dividends) on the deposits out of earnings, and use
their funds mainly to provide consumer installment loans
to members.

Credit unions doing business in Washington may be
chartered by the state or federal government. Federally
chartered credit unions are regulated by the National
Credit Union Administration (NCUA), under the Federal
Credit Union Act. Their share accounts are insured by
the Nationa Credit Union Share Insurance Fund
(NCUSIF), which is administered by the NCUA. Wash-
ington chartered credit unions are regulated primarily by
the Division of Credit Unions of the Washington Depart-
ment of Financial Institutions. Washington credit unions
are organized and regulated under the Washington State
Credit Union Act.

There are certain business reasons that a credit union
may choose to operate as a state-chartered union or a
federally chartered union in Washington. Federally char-
tered ingtitutions are exempt from paying state taxes, for
example, and such institutions that operate in multiple
states are governed by asingle set of regulations. On the
other hand, Washington statutes and regulations allow
for a broader field of membership and greater flexibility
in business lending than do federal regulations.

As of January 2006, about 79 state credit unions and
61 federal credit unions were in operation in Washing-
ton.

Conversions and mergers of credit unions. Federally
chartered credit unions may convert to state chartered
credit unions or merge with state chartered credit unions
under the state charter. When converting to or merging
under the state charter, a credit union becomes subject to
state regulation. Since 1990, 19 credit unions converted
from the federal to the state charter, and 27 mergers
between state and federal credit unions under the state
charter have taken place.

Usetax. The usetax isimposed on items and certain
services used in the state for which retail sales tax has
not been paid. This includes purchases made in other
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states and purchases from sellers who do not collect
Washington sales tax. Thetax is levied at the same rate
astheretail salestax, a6.5 percent rate by the state. Cit-
ies and counties also impose use taxes at the same rate as
any local sales tax imposed. Local rates imposed range
from 0.5 percent to 2.4 percent. The tax is paid directly
to the Department of Revenue.

All items or services sold or acquired at retail are
subject to the retail sales and use taxes unless specifi-
cally exempted otherwise. Such exemptionsinclude pur-
chases made by federally-owned entities, such as
federally chartered credit unions.

In 2004, the Board of Tax Appeals issued a decision

finding that a credit union that converts from the federal
to the state charter loses its federal exemption and so
owes use tax on property for which sales tax had not
been paid.
Summary: Personal property, services, and extended
warranties that are acquired by a state credit union from
afederal, out-of-state, or foreign credit union as a result
of a conversion or merger are exempt from the use tax.

Votes on Final Passage:

House 87 8
Senate 47 O

Effective: June 7, 2006

HB 2366
C202L 06

Making certain communications between fire fighters
and peer support group counselors privileged.

By Representatives B. Sullivan, Appleton, Modler,
Buck, Haer, Fromhold, Ericks, Strow, Simpson,
Campbell and Ormsby.

House Committee on Judiciary
Senate Committee on Judiciary

Background: Thejudiciary hasinherent power to com-
pel witnesses to appear and testify in judicial proceed-
ings so that the court will receive al relevant evidence.
However, the common law and statutory law recognize
exceptions to compelled testimony in some circum-
stances, including "testimonial privileges." Privileges
are recognized when certain classes of relationships or
communications within those relationships are deemed
of such importance that they should be protected.

Washington statutory law establishes a number of
privileges, including communications between the fol-
lowing persons: (1) husband and wife; (2) attorney and
client; (3) clergy and confessor; (4) physician and
patient; (5) psychologist and client; (6) optometrist and
client; (7) law enforcement peer support counselor and a
law enforcement officer; and (8) sexual assault advocate
and victim.

The law enforcement peer support counselor privi-

lege protects communications made by a law enforce-
ment officer to a designated peer support group
counselor while receiving counseling. The peer support
group counselor may not be compelled to testify in a
judicial proceeding about the communication unless the
law enforcement officer consents to disclosure. This
privilege applies only to communications made to a
counselor acting in his or her capacity as a peer support
group counselor. The privilege does not apply if the
counselor was an initial responding officer, a witness, or
a party to the incident that prompted the counseling ser-
vicesto the law enforcement officer.

A peer support group counselor is a person who has
received training to provide emotional and moral support
and counseling to an officer who needs these services as
aresult of an incident in which the officer was involved
while acting in his or her official capacity.

Summary: A testimonial privilege is created to protect
communications made by a fire fighter to a peer support
group counselor while receiving counseling as the result
of an incident in which the fire fighter was involved
while acting in his or her official capacity. The privilege
applies under the same circumstances and conditions
required for the law enforcement officer peer support
group counselor privilege.

Votes on Final Passage:

House 98 O
Senate 47 O

Effective: June 7, 2006

HB 2367
C22L 06

Regarding the certification of tribal police officers.

By Representatives O'Brien, Kirby, Strow, McCoy and
B. Sullivan; by request of Criminal Justice Training
Commission.

House Committee on Crimina Justice & Corrections
Senate Committee on Judiciary

Background: The Criminal Justice Training Commis-
sion (CJTC) provides basic law enforcement training,
corrections training, and educational programs for crimi-
nal justice personnel, including commissioned officers,
corrections officers, fire marshals, and prosecuting attor-
neys. Basic law enforcement officer training is generally
required of all law enforcement officers, with the excep-
tion of volunteers, and reserve officers employed in
Washington.

Certification. In addition to the basic training
requirement, all Washington law enforcement officers
are required to obtain and retain certification as peace
officers as a condition of continuing employment as a
peace officer. The CJTC isauthorized to issue or revoke
all peace officer certifications. Asa prerequisite to certi-
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fication, a peace officer must release to the CITC all per-
sonnel files, termination papers, crimina investigation
files, or any other files, papers, or information that are
directly related to the certification or decertification of
the officer. The CJTC has the authority to grant, deny, or
revoke the certification of peace officers.

A peace officer's certification may be denied or
revoked if the officer has done one of the following
actions:

« failed totimely meet al requirements for obtaining a
certificate of basic law enforcement training or an
authorized exemption from the training (certification
lapses when there is a break of more than 24 consec-
utive months in the officer's service as a full-time
law enforcement officer);

e knowingly fasified or omitted information on a
training application or certification to the CJTC;

 been convicted of afelony unless the felony convic-
tion was fully disclosed to the employing agency
before being hired;

» been discharged for misconduct and the discharge
wasfinal;

» obtained a certificate that was previously issued by
administrative error on the part of the CIJTC; or

 interfered with an investigation or action for denial

or revocation of a certificate by knowingly making a

false statement to the CJTC or tampering with evi-

dence or intimidating any witness.

Washington does not have a statewide certification
or re-certification process for tribal law enforcement
officers. Asaresult, tribal police officer certification is
not required of new police officersjoining atribal police
agency or returning tribal police officers who may have
left full-time service and have later chosen to return to
their careers with atribal police department.

Hearings Panel. When an appeal isfiled in relation
to decertification of a peace officer who is not a peace
officer of the Washington State Patrol (WSP), the hear-
ings board must consist of the following persons: (1) a
police chief; (2) a sheriff; (3) two police officerswho are
a or below the level of first-line supervisor, who are
from city or county law enforcement agencies, and who
have at least 10 years of experience; and (4) one person
who is hot currently a peace officer and who represents a
community college or afour-year college or university.

When an appeal isfiled in relation to decertification
of a peace officer of the WSP, the CJTC must appoint to
the hearings panel: (1) either one police chief or one
sheriff; (2) one administrator of the WSP; (3) one peace
officer who is at or below the level of first-line supervi-
sor, who is from a city or county law enforcement
agency, and who has at least 10 years of experience as a
peace officer; (4) one state patrol officer who is at or
below the level of afirst-line supervisor and who has at
least 10 years of experience as a peace officer; and (5)
one person who is not currently a peace officer and who
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represents a community college or four-year college or
university.

In cases where there is a charge: (1) upon which
revocation or denial of certification is based on a peace
officer being discharged for disqualifying misconduct;
(2) where the discharge is "fina;" and (3) where the
officer received a hearing culminating in an affirming
decision following separation from service by the
employer, the hearings panel may revoke or deny certifi-
cation if it determines that the discharge occurred and
was based on disgualifying misconduct. The hearings
panel does not need to redetermine the underlying facts,
but may make a determination based solely on review of
the records and the employment separation proceeding.
However, the hearings panel may, in its discretion, con-
sider additional evidence to determine whether a dis-
charge actually occurred and whether it was based on
disqualifying misconduct. The hearings pane must,
upon written request by the subject peace officer, allow
the peace officer to present additional evidence of exten-
uating circumstances.

Where there is a charge where revocation or denial
of certification is based upon a peace officer being con-
victed at any time of afelony offense, the hearings panel
must revoke or deny certification, if it determines that
the peace officer was convicted of a felony. The hear-
ings panel need not redetermine the underlying facts, but
may make this determination based solely on review of
the records and the decision relating to the criminal pro-
ceeding. However, the hearings panel must, upon the
panel's determination of relevancy, consider additional
evidence to determine whether the peace officer was
convicted of afelony.

Summary: The CJTC has the authority to grant, deny,
or revoke the certification of tribal police officers
employed by any tribal government that has voluntarily
requested certification for their police officers.

Certification. A tribal government voluntarily
requesting certification for their police officers must
enter into a written agreement with the CJTC. The
agreement must require the tribal law enforcement
agency and its officers to comply with al of the require-
ments for granting, denying, and revoking certification
as are applied to other peace officers certified in the
state.

In addition, all officers applying for certification as
tribal police officers must meet the same CJTC require-
ments required for the certification of other peace offic-
ers employed in Washington. An application for
certification as a tribal police officer must be accepted
and processed in the same manner as are those for certifi-
cation of peace officers.

Hearings Panel. When ahearing isrequested in rela-
tion to the decertification of atribal police officer, afive-
member hearings panel must both hear the case and
make the CJTC's final administrative decision. The
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hearings board must consist of the following persons:
(1) one police chief or one sheriff; (2) one tribal police
chief; (3) one peace officer who is at or below the level
of a first-line supervisor, who is from a city or county
law enforcement agency, and who has at least 10 years of
experience as a peace officer; (4) onetribal police officer
who is at or below the level of first-line supervisor and
who has at least 10 years of experience as a peace
officer; and (5) one person who is not currently a peace
officer and who represents a community college or a
four-year college or university.

A "tribal police officer" is defined as any person
employed and commissioned by a tribal government to
enforce the criminal laws of that government.

Votes on Final Passage:

House 78 20
Senate 44 4

Effective: January 1, 2007

SHB 2370
C3L 06

Funding low-income home energy assistance.

By House Committee on Appropriations (originaly
sponsored by Representatives Green, Williams, Kesdler,
Kilmer, Chase, Blake, Morrell, Appleton, Moedller,
Hasegawa, Murray, Linville, Conway, P. Sullivan,
Springer, Takko, Lantz, Dickerson, Kenney, Fromhold,
Kagi, Mclntire, Ericksen, B. Sullivan, Simpson, Ericks,
Sells, Upthegrove, Ormsby, McDermott and Schual-
Berke; by request of Governor Gregoire).

House Committee on Appropriations

Background: The Washington Utilities and Transporta-
tion Commission (WUTC) collects regulatory fees pay-
able by al types of public service companies and
deposits them into the Public Service Revolving Fund.
Except for expenses payable out of the Pipeline Safety
Account, all WUTC operational expenses are paid out of
the Public Service Revolving Fund.

The WUTC filed a complaint against the Qwest
Communications Company in August 2003 after a sev-
eral year investigation. The complaint centered on the
failure of Qwest to file with the WUTC the "interconnec-
tion agreements’ between Qwest and 13 competitive
local exchange carriers. The WUTC served its order on
Qwest on February 28, 2005, which included a fine of
$7,824,000. The fine was paid on April 14, 2005, and
was deposited in the Public Service Revolving Fund.

The Department of Community, Trade and Eco-
nomic Development (DCTED) manages the Low-
Income Home Energy Assistance Program (LIHEAP).
The LIHEAP program is a federally funded block grant
that provides money to help low-income households

make home heating payments to avoid utility service
shut off during the winter.

Summary: The sum of $7.6 million is appropriated
from the Public Service Revolving Fund to the Washing-
ton Utilities and Transportation Commission for transfer
to the Department of Community, Trade and Economic
Development for the Low-Income Energy Assistance
Program during the 2005-07 biennium. The appropria-
tion may not be used for the DCTED's administrative
costs.

Votes on Final Passage:

House 97 O
Senate 48 0

Effective: January 12, 2006.

SHB 2372
C23L 06

Encouraging volunteers to teach hunter education
COUrses.

By House Committee on Natural Resources, Ecology &
Parks (originally sponsored by Representatives Cox,
Buri, Williams, Blake, Modller, Buck, Conway, Sump, P.
Sullivan, Springer, Haler, Ericks, Kretz, Simpson, Dunn
and Ormsby).

House Committee on Natural Resources, Ecology &
Parks

Senate Committee on Natural Resources, Ocean & Rec-
reation

Background: The Department of Fish and Wildlife
(Department) is responsible for the operation of a state-
wide hunter education program. This program, or an
equivalent program in another state, must be completed
by most applicants for a state hunting license.

The hunter education program consists of at least 10
hours of instruction in safety, conservation, sportsman-
ship, and firearm handling. Average classesinvolve four
to six sessions and require the student to pass a written
test and demonstrate firearm handling skills. The
Department offers both a live course option and a home
study option. Live courses are scheduled throughout the
state.

Hunter education courses are taught by volunteers,
either individually or as ateam, who are trained and cer-
tified by the Department. All instructors must be at least
21 years of age and undergo a background investigation
by the Department.

Summary: The Department is directed to create non-
monetary incentives to encourage more individuals to
volunteer their time as hunter education instructors.

Votes on Final Passage:

House 98 O
Senate 45 0
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Effective; June 7, 2006

SHB 2376
C24L 06

Prohibiting the department of social and health services
from imposing premiums on children in households with
income at or below two hundred percent of the federal
poverty level.

By House Committee on Health Care (originally spon-
sored by Representatives Clibborn, Morrell, Murray,
Wallace, Cody, Schual-Berke, Simpson, Green, Sells,
Ormsby, Appleton, Fromhold, Hunt, Kenney, Kesder,
Lantz, Miloscia, Moeller and Williams; by request of
Governor Gregoire).

House Committee on Health Care

House Committee on Appropriations

Senate Committee on Health & Long-Term Care
Senate Committee on Ways & Means

Background: The Department of Social and Health
Services is authorized to establish co-payment, deduct-
ible, co-insurance requirements, and other cost sharing
requirements, such as premiums, for participation in
Medicaid and other state-funded medical programs.
Summary: The authority to charge premiums from
recipients of medical care services is removed for chil-
dren in households at or below 200 percent of the federal
poverty level.

Votes on Final Passage:

House 74 24
Senate 34 11

Effective: June 7, 2006

HB 2379
C203L 06

Disposing of nonprobate assets under will.
By Representatives Lantz, Serben and Rodne.

House Committee on Judiciary
Senate Committee on Judiciary

Background: Nonprobate assets are rights and interests
that, upon the person's death, passto anamed beneficiary
under a written instrument other than the person's will.
Nonprobate assets include things like joint bank
accounts with right of survivorship and individual retire-
ment accounts. Generally, the person names the benefi-
ciary in the document creating the nonprobate asset.

Even if a beneficiary is named in the document
related to the nonprobate asset, the owner of the asset can
later change the beneficiary in his or her will without
having to change the original document. In that case, the
will controls regardless of the prior designation.
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If the person later changes the beneficiary again after
the date of the will, then the will no longer controls. If
the person later revokes that new beneficiary, the prior
will does not control. The statute does not specify how
the nonprobate asset is treated under those circumstances
when the latest beneficiary is revoked and there is no
other designation.

When disposing of nonprobate assets, a financia
institution or other third party may rely on the benefi-
ciary designated in the document creating the nonprobate
asset, unless the financial institution or third party has
actual knowledge of a beneficiary under awill.

Summary: Where there has been a beneficiary desig-
nated in awill that islater revoked by a new designation,
which is also later revoked, the nonprobate asset is
treated as any other general asset of the owner's estate,
absent some other provision controlling the disposition
of the asset.

The executor of the estate may rely on information
provided to him or her by the financia institution when
determining who is entitled to the asset.

Votes on Final Passage:

House 98 0
Senate 47 O

Effective: June 7, 2006

HB 2380
C204L 06

Changing the threshold age of minors under the uniform
transfers to minors act.

By Representatives Serben, Lantz, Rodne, Haler and
Schual-Berke.

House Committee on Judiciary
Senate Committee on Judiciary

Background: A person may wish to transfer property to
a minor, but for legal or other reasons the immediate
transfer of the property directly to the minor may not be
possible or desirable.

In 1959, Washington adopted the Uniform Gifts to
Minors Act. In 1991, that act was replaced by the Uni-
form Transfers to Minors Act (UTMA) which has
remained largely unchanged since then.

The UTMA allows a person to transfer property irre-
vocably to a minor with the property being held by acus-
todian nominated by the transferor. The custodianship of
the property lasts until the earlier of the minor's death or
21st birthday, or for some types of transfers until the
minor reaches age 18. A transfer under the UTMA may
be made either by a gift or through a power of appoint-
ment. During the custodianship, the custodian may
spend as much of the property for the benefit of the
minor as the custodian considers advisable. The custo-
dian is also entitled to reimbursement for reasonable
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expenses incurred. At the end of the custodianship, any
remaining property goes to the minor or the minor's
estate.

Under federal tax law, a person is allowed to make
certain individual gifts without incurring federal tax lia-
bility. One of the requirements for qualifying for thistax
exemption is that the gift must be of a"present interest"
in the property given. A transfer of property to custodi-
anship under the UTMA will not be disquaified as a
"future interest” so long as the minor for whom the prop-
erty isbeing held will receive the property before the age
of 21.

During the custodianship of property transferred
under the UTMA, the interests of the minor are protected
by certain rights with respect to the management of the
property. At age 14 the minor may exercise some of
these rights independently. These age-affected rights
include:

 the right of the minor to demand financial records
from the custodian or to petition a court for an
accounting;

 the right of the minor to petition a court to have
some of the custodial property paid to the minor or
spent for the minor's benefit; and

* the right of the minor to be natified of the resigna

tion of a custodian, to petition for the removal of a

custodian and to designate a successor custodian.

Summary: At the election of the transferor, the custodi-
anship of property under the Uniform Transfers to
Minors Act (UTMA) may be extended until the "minor"
reaches age 25, instead of age 21. Such an extension
must be elected by the transferor at the time of theinitial
nomination of the custodian of the property. Such exten-
sions are available only for transfers of property made on
or after July 1, 2007.

The statutory sample instrument for transfers under
the UTMA is amended to include a warning statement
about the possible federal gift tax conseguences of
extending a custodianship beyond the minor's 21st birth-
day. Any custodianship forms made available by finan-
cial institutions or investment advisers must contain the
same warning.

The age at which a minor may independently exer-
cise certain rights under aUTMA custodianship is raised
from 14 years old to 18 years old.

Voteson Final Passage:
House 97 1
Senate 4 0
Effective: July 1, 2007

HB 2381
FULL VETO

Authorizing a beaver relocation permit.

By Representatives Kretz, Blake, Sump, Buri, Haler,
Ericks and Holmquist.

House Committee on Natural Resources, Ecology &
Parks

Senate Committee on Natural Resources, Ocean & Rec-
reation

Background: The Department of Fish and Wildlife
(Department) has the authority to authorize the removal
or killing of wildlife that is destroying or injuring prop-
erty. The ultimate disposition of the removed wildlifeis
determined by the Director of the Department. The
Director may aso enter into written agreements with
landowners that are designed to protect the landowner's
property from further wildlife damage.

Private individuals may trap beavers if they hold a
state trapping license. All trapping must be conducted in
accordance with the trapping seasons established by the
Fish and Wildlife Commission.

Summary: Beaver Relocation Permits. The Depart-
ment is required to issue a permit, at no cost to the appli-
cant, that will allow the holder to capture live beaversin
areas of the state where large beaver populations are con-
sidered a nuisance. The permit also allows the holder to
transport the beavers within the state and rel ease the bea-
vers in eastern Washington on property owned by the
permit holder. The permit holder must also possess a
state trapping license or must contract with the holder of
atrapping license for the actual capture of the beaver.

Beaver relocation permits may be limited by the
Department to areas of the state where there is a low
probability of released beavers becoming a problem,
there is evidence of a historic endemic beaver popula-
tion, and where conditions exist for the released beavers
to improve the riparian area into which they are intro-
duced.

The Department may condition beaver relocation
permits to maximize the success and minimize the risk of
the relocation. Release site conditions that the Depart-
ment may consider include the gradient of the stream, the
adequacy of food sources, the elevation, and the stream
geomorphology. In addition, the Department may also
condition how the capture and release is performed by
the permit holder. This includes establishing the timing
of the capture and release, the age of the beavers
involved, the number of beavers involved, and require-
ments for providing supplemental food and lodging
materials.

Department-Initiated Beaver Trapping. In instances
when the employees of the Department are required to
remove nuisance beavers, the employees must utilize
live trapping techniques whenever possible. The Depart-
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ment must work with private landowners to release the
captured beavers at locations where they have been
requested.

Votes on Final Passage:

House 98 O
Senate 45 O (Senate amended)
House 94 3 (House concurred)

VETO MESSAGE ON HB 2381
March 28, 2006

To the Honorable Speaker and Members,
The House of Representatives of the Sate of Washington

Ladies and Gentlemen:
I am returning, without my approval, House Bill No. 2381
entitled:

“AN ACT Relating to alowing the reintroduction of bea-

versinto the historic habitat of the species.”

House Bill 2381 would require Washington Sate's Depart-
ment of Fish and Widlife (WDFW) to issue a permit to individu-
als for the capture of live beavers in areas of the state where
beaver populations are considered a nuisance. The permit also
allows the transport and release of beavers within the state on
property owned by the permit holder.

| understand that some landowners wish to have beavers
released on their property, and that beavers can contribute posi-
tively to stream restoration and wildlife habitat. Certainly, in
circumstances where relocation can be achieved without causing
harm to adjacent properties, WDFW should be responsive, and
should exercise its existing authority to trap beaversin problem
areas and relocate them. The issue that House Bill 2381
addresses is not about the need for legidlative authority so much
asit isabout receiving priority attention within WDFW,

While | am vetoing this bill, | have secured a commitment
from WDFW to take three steps to be more responsive to land-
owner requests for beaver relocation.

WDFW has committed in writing to:

1. Instruct WDFW field staff to work more aggressively with
interested landowners to relocate beavers on appropriate pri-
vate properties where the benefits clearly outweigh the potential
risks associated with future beaver-related damage;

2. The WDFWs Director will work with senior WDFW
enforcement staff to identify a point person responsible for
development and implementation of an effective beaver reloca-
tion process, and,;

3. The WDFW will deliver to the Office of the Governor and
all relevant legidative committees of the Washington Sate
House and Senate, a report on beaver relocation activity con-
ducted during 2006. The report will be delivered by January 1,
2007, and shall include information on the number of landowner
requests for beavers, the number of requests that were filled, and
the number of beavers actually relocated.

| believe these steps will address the underlying frustration
behind House Bill No. 2381. | look forward to tracking WDFW's
performance according to above-noted measures.

For these reasons, | have vetoed House Bill No. 2381 in its
entirety.

Respectfully submitted,

i .

Christine O. Gregoire
Governor
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C158L 06

Providing limited liability immunity for injuries at
bovine handling facilities.

By House Committee on Judiciary (originally sponsored
by Representatives Kretz, Haler and Holmquist).

House Committee on Judiciary
Senate Committee on Judiciary

Background: Negligenceisatype of tort liability based
on damages caused by another person's failure to exer-
cise reasonable care. A person who has been injured by
another may bring a civil action to recover damages
caused by the injury. The plaintiff in a case for negli-
gence must establish four things: (1) the defendant owed
aduty of careto the plaintiff; (2) the defendant breached
that duty; (3) the breach was a proximate cause of the
injury; and (4) the plaintiff suffered personal injury or
property damage.

There are numerous statutory provisions that provide

some form of immunity from negligence liability to cer-
tain persons or entities. For example, the equine activity
immunity statute generally provides immunity to equine
professionals and organizations or facilities (such as
riding clubs, 4-H clubs, stables, and fairs) for injuries
caused to participantsin equine activities (such as shows,
fairs, rodeos, riding lessons, or hunts). The equine activ-
ity immunity does not apply in certain exceptions,
including where the injury was caused by an intentional
act or resulted from a wilful or wanton disregard for the
person's safety, or where there was a known dangerous
latent condition that was not conspicuously posted with a
warning sign.
Summary: Partial immunity is provided to an owner,
operator, or manager of a bovine handling facility, and
the owner of bovine handled at a bovine handling facil-
ity, for personal injuries or death to a person who, know-
ingly and voluntarily, participates in bovine handling
activities or enters the premises as a spectator of bovine
handling activities.

The immunity does not apply if the injury or death
was caused by an intentional act or an act or omission
amounting to wilful and wanton disregard for the safety
of the participant or spectator, or if the injury or death
resulted from a known dangerous latent condition for
which conspicuous warning signs were not posted.

"Bovine handling facility" means a cooperative, not-
for-profit, outdoor facility, such as a corral, that is used
for the normal and customary handling and husbandry of
bovines, and does not include commercia slaughter
facilities. "Bovine handling activities' means normal
and customary activities associated with the handling
and husbandry of bovines.
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Votes on Final Passage:

House 98 O
Senate 41 3
House 9% 0

Effective: June 7, 2006

(Senate amended)
(House concurred)

SHB 2384
C340L 06

Concerning the state geological survey.

By House Committee on Natural Resources, Ecology &
Parks (originally sponsored by Representatives
Dickerson, Buck, Blake and B. Sullivan; by request of
Department of Natural Resources).

House Committee on Natural Resources, Ecology &
Parks

House Committee on Appropriations

Senate Committee on Natural Resources, Ocean & Rec-
reation

Senate Committee on Ways & Means

Background: The Department of Natural Resources
(DNR), through the appointed Supervisor of Geology, is
responsible for maintaining the state Geological Survey
(Survey). The Survey is required to meet a number of
objectives, including examinations of the state's mined
products, the state's water resources, the state's soil clas-
sifications, and the occurrence of natural road building
materials. The Survey must aso produce geological and
economic maps and information deemed of value by the
Supervisor of Geology. Reports and maps generated
from the Survey must be made available to the general
public for purchase.

Summary: The state "Supervisor of Geology" is
renamed the "State Geologist." References in state law
to the old title are updated to reflect the title change.

The Survey isinstructed to conduct and maintain an
assessment of the volcanic, seismic, landslide, and tsu-
nami hazards in Washington. The assessment must
include identification and mapping of hazards, aswell as
an estimation of the potential consequences and the like-
lihood of ageological hazard event. Technical assistance
must be provided to state and local governmental agen-
ciesfor interpreting and applying the assessment.

Votes on Final Passage:

House 98 0
Senate 47 0
House 9% 0

Effective: June 7, 2006

(Senate amended)
(House concurred)

HB 2386
C 1441 06

Modifying provisions related to the commercial harvest
of geoduck clams.

By Representatives B. Sullivan and Chase; by request of
Department of Natural Resources.

House Committee on Natural Resources, Ecology &
Parks

Senate Committee on Natural Resources, Ocean & Rec-
reation

Background: The Department of Natural Resources
designates harvest tracts and administers geoduck har-
vest agreements. It is unlawful to commercially harvest
geoducks from bottoms shallower than 18 feet below the
mean lower low water, or in an area bounded by the
mean high tide and a line 200 yards seaward from and
parallel to the ordinary high tide line.

The State of Washington co-manages the geoduck
fishery with tribal managers under jointly-developed
harvest management plans. This arrangement was estab-
lished by the "Rafeedie decision" [USv. Washington, 873
F. Supp 1422 (1994)], named after the judge who
decided the case in federal court. The Rafeedie decision,
and the associated implementation plan [US v. Washing-
ton, 898 F. Supp 1453 (1995)], established how the court
expects the state and the tribes to share equal portions of
the sustainabl e, harvestable biomass of any shellfish spe-
cies, including geoducks. The co-managers are directed
by the court to enter into management plans to imple-
ment the decision and to comply with the terms of al
management plans. The tribal co-managers are not sub-
ject to the state law restricting the harvest in the area 200
yards seaward from the ordinary high tide line.
Summary: The restriction preventing the commercial
harvest of geoducks that lie in an area bounded by the
line of ordinary high tide and a line 200 yards seaward
from and paralel to the ordinary high tide line is
repedled. However, vessels conducting harvest opera-
tions must remain seaward of the 200-yard line.

Votes on Final Passage:
House 98 O
Senate 49 O

Effective: June 7, 2006
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SHB 2394
C 107 L 06

Including financial literacy in work activity provisions.

By House Committee on Children & Family Services
(originally sponsored by Representatives Dickerson,
Morrell, Appleton, Moeller, Lantz, Hasegawa, Williams,
Darneille, Santos, Haler, Wallace, Walsh, Mclntire and
Simpson).

House Committee on Children & Family Services
Senate Committee on Human Services & Corrections

Background: WorkFirst is Washington's program of
Temporary Assistance for Needy Families (TANF).
Under WorkFirst, recipients of public assistance are
assessed prior to referra to job search activities. Infor-
mation obtained through the assessment is used to
develop an individual responsibility plan (IRP) for each
recipient. An IRP includes an employment goal, a plan
for obtaining employment as quickly as possible, and a
description of services available to enable the recipient
to obtain and keep employment. Unless a good cause
exemption applies, recipients of public assistance must
be engaged in work or work activities as a condition of
continued ligibility.

Work Activities. Federal laws governing the admin-
istration of TANF moneys require a counting of the
hours an individual participates in work activities. For
the purpose of counting, activities are designated as
either core activities or optional activities. In genera,
most core activities are fully countable with few limita-
tions. Optiona activities, however, are countable only
after a recipient completes a prescribed number of core
activities.

Most work activities are considered core activities,
including subsidized and unsubsidized employment in
the public or private sector, internships required for
vocational training or to obtain a license or certificate,
job search and job readiness assistance, and participation
in community service programs. Some work activities,
however, are considered optional activities, such as job
skills training, and education to obtain a diploma or gen-
eral education development certificate (GED).

K-12 Financia Literacy Public Private Partnership.
In 2004, the Legidature established the K-12 Financial
Literacy Public Private Partnership for the purpose of
assisting school districts in their efforts to ensure stu-
dents are financially literate. Contributions from private
partners have reached approximately $30,000. The part-
nership meets monthly, and the Office of the Superinten-
dent of Public Instruction is recruiting for a half-time
position to assist the partnership in its efforts to coordi-
nate availability of financial literacy resources.
Summary: The assessment used to develop the individ-
ual responsibility plan (IRP) for WorkFirst participants
must include consideration of the potential benefit to the
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individual of engaging in financia literacy activities.
The definition of work activities is expanded to include
financial literacy activities designed to assist a partici-
pant in becoming self-sufficient and financially stable.
Financial literacy activitiesmay beincluded in an IRP as
either a core activity or an optional activity. The Depart-
ment of Social and Health Services is directed to con-
sider the local options available to WorkFirst participants
for financial literacy activities, including options and
resources made available through the K-12 Financial Lit-
eracy Public Private Partnership.

Votes on Final Passage:

House 98 O
Senate 45 0

Effective: January 1, 2007

SHB 2402
C205L 06

Providing for expedited processing of energy facilities
and alternative energy resources.

By House Committee on Technology, Energy & Com-
munications (originally sponsored by Representatives
Morris, Hudgins and B. Sullivan).

House Committee on Technology, Energy & Communi-
cations

Senate Committee on Water, Energy & Environment
Background: Energy Facility Site Evaluation Council.
The Energy Facility Site Evaluation Council (EFSEC)
was created in 1970 to provide one-stop licensing for
large energy projects. The EFSEC's membership
includes mandatory representation from five state agen-
cies and discretionary representation from four addi-
tiona state agencies. The EFSEC's membership may
include representatives from the particular city, county,
or port district where potential projects may be located.
"In reviewing facility siting applications, the EFSEC
must determine whether or not a proposed site is consis-
tent and in compliance with county or regional land use
plans or zoning ordinances."

The EFSEC's jurisdiction includes the siting of large
intrastate natural gas and petroleum pipelines, electric
power plants above 350 megawatts, new oil refineries,
large expansions of existing facilities, and underground
natural gas storage fields. For electric power plants, the
EFSEC's jurisdiction extends to those associated facili-
ties that include new transmission lines that operate in
excess of 200 kilovolts and are necessary to connect the
plant to the Northwest power grid.

Alternative Energy Resource Facilities. Developers
of energy facilities that exclusively use aternative
energy resources, regardless of the size of the facility's
generation capacity, may choose to use the EFSEC pro-
cess to site the facility. "Alternative energy resources’
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include wind, solar, geothermal, landfill gas, wave or
tidal, untreated wood, and field residues.

Expedited Processing. A siting application may be

expeditiously processed if the following criteria are not
significant enough to warrant the EFSEC's full review:
(1) the environmental impact of the proposed energy
facility; (2) the area potentially affected; (3) the cost and
magnitude of the proposed energy facility; and (4) the
degree to which the proposed energy facility represents a
change in use of the proposed site. The expedited pro-
cess does not apply to aternative energy resource facili-
ties. Under the EFSEC process, the applicant is required
to pay the costs of the EFSEC in processing an applica-
tion.
Summary: Expanding Expedited Processing to Alterna-
tive Energy Resource Facilities. Al aternative energy
resource facility may apply for expedited processing of
its siting application.

Modifying Expedited Processing. The EFSEC may
grant an applicant expedited processing of any siting
application for certification upon finding that: (1) the
environmental impact of the proposed energy facility is
not significant or will be mitigated to a nonsignificant
level under the State Environmental Policy Act; and (2)
the project is found to be consistent and in compliance
with city, county or regiona land use plans or zoning
ordinances. Once the applicant has been awarded expe-
dited processing the EFSEC is not required to commis-
son an independent study to further measure the
consequences of the proposed energy facility or alterna-
tive energy resource facility on the environment.

Municipal Land Use Plans and Ordinances. City
land use plans and zoning ordinances, as well as such
county and regional plans and ordinances, must be con-
sidered by the EFSEC in reviewing an application,
whether or not expedited processing is used.

Votes on Final Passage:

House 93 3
Senate 45 0
House 97 O

Effective: June 7, 2006

(Senate amended)
(House concurred)

HB 2406
C25L 06

Changing insurance statutes, generally.

By Representatives Roach and Kirby; by request of
Insurance Commissioner.

House Committee on Financial Institutions & Insurance
Senate Committee on Financia Institutions, Housing &
Consumer Protection

Background: The Insurance Commissioner (Commis-
sioner) is authorized to regulate insurance in Washing-
ton. This includes oversight of financial solvency,

licensing of agents and brokers, approval of insurance
rate and form (contract) filings, collection of premium
taxes, and responding to consumer complaints.

Washington's financial solvency system is accredited
by the National Association of Insurance Commissioners
(NAIC). Accredited insurance departments are reviewed
every five years to ensure they continue to meet baseline
standards. The accreditation standards require that insur-
ance departments have adequate statutory and adminis-
trative authority to regulate an insurer's corporate and
financial affairs, and that they have the necessary
resources to carry out that authority. If a state is not
accredited, the domestic insurers in that state may be
subject to independent financial exams by every other
State.

Actuarial Opinions. Life insurers are required to
annually file an actuarial opinion regarding whether "the
reserves and related actuarial items held in support of
the policies and contracts specified by the commissioner
by rule are computed appropriately, are based on
assumptions that satisfy contractual provisions, are con-
sistent with prior reported amounts, and comply with
applicable laws of this state." Life insurers must include
an opinion on whether the reserves and items held in
support of the policies and contracts "make adeguate
provision for the company's obligations under the poli-
cies and contracts, including but not limited to the bene-
fits under and expenses associated with the policies and
contracts."

Other insurers are not required to file similar reports
in the ordinary course of business.

Financial Statements.  All authorized insurers
(domestic, foreign, and alien) must file annua financial
statements with the Office of the Insurance Commis-
sioner (OIC). Financial statements are also filed with the
National Association of Insurance Commissioners. The
statements must be filed before the first day of March.

Risk-Based Capital (RBC) Reports. All insurers
must file reports that use formulas to assess their sol-
vency and the nature of the risk of their business. If the
reports do not meet a specific threshold, a correlative
action may be taken by the Commissioner. The steps are
progressive and range from additional reports to a take-
over of a company. The first step is called a "company
action level event” where the insurer must submit a
report that identifies what led to the situation, corrective
action to remedy the situation, and a projection of finan-
cia results with and without the corrective actions.
Insurers may face an action level event if the RBC result
does not exceed twice the "authorized control level."

Life insurers also are subject to a "company action
level event" if their RBC result is not more than 2.5
times the "authorized control level" and their report indi-
cates a negative trend.

Health Carrier Compensation Report. Health carri-
ers must file a supplemental compensation report with
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the OIC. The report must detail the names and compen-
sation of officers, directors, and trustees.

Fire Marshal. The Commissioner was, at one point,
also the Fire Marshal for the State of Washington. These
duties were later largely transferred to the Washington
State Patrol (WSP). The Chief of the WSP is now
required to appoint a Director of Fire Protection (a new
title for the old position of Fire Marshal).

A chapter in the Insurance Code is still dedicated to
state fire protection. Additionally, the Commissioner is
required to establish uniform rates governing payments
to fire districts from school districts for fire protection.

Group Life. In 2005, a statute related to group life
insurance was amended in two separate bills. The
amendments addressed the same issues but the language
was not the same.

Flood Insurance Education and Training. Insurance
agents have pre-licensure education and continuing edu-
cation requirements as a part of receiving and maintain-
ing alicense. The federa Flood Insurance Reform Act
of 2004 imposed additional training and education
requirements for agents who sell flood insurance. The
requirements were established by the Director of the
Federal Emergency Management Agency (FEMA) in
cooperation with the insurance industry, state insurance
commissioners, and interested parties. Those require-
ments were published in the Federal Register on Septem-
ber 1, 2005 (Volume 70, Number 169).

TRICARE Supplement Health Insurance. TRI-
CARE is the U.S. Department of Defense's (DOD)
worldwide health care program for uniformed service
members and their families. TRICARE coverage is
available to service members upon their retirement, even
if they subsequently become employed. The Public
Employee Benefits Board (PEBB) provides health cov-
erage for state and other public employees. However,
many of those who are subsequently employed by the
state or other public employers choose PEBB coverage
instead of TRICARE coverage. In 2005, the Legislature
allowed the Hedth Care Authority (HCA) through the
PEBB to offer a TRICARE supplement. Retired military
personnel employed by the state might choose their
DOD-funded TRICARE coverage, leaving the state to
pay only for the less costly supplemental benefits.

Written Rejection of Underinsured Motorist Cover-
age. Automobile insurance must include coverage for
damages resulting from underinsured motor vehicles.
An insurer must provide protection for insureds who are
legally entitled to recover damages for bodily injury,
death, or property damage from owners or operators of
underinsured motor vehicles, hit-and-run motor vehicles,
and phantom vehicles. Generally, the amount of cover-
age must be in the same amount as the insured's third
party liability coverage unless the insured or his or her
spouse rejects all or part of the coverage. A regjection
must be in writing. The rejection requirement applies
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only to original issuance of policies. It does not apply to
renewal or replacement policies.

Summary: Actuaria Opinions. Property and casualty
insurers doing business in Washington are required to
annualy file a statement of actuarial opinion in accor-
dance with instructions adopted by the NAIC. This
statement is a public document.

Every property and casuaty insurer domiciled in
Washington must also annually submit an actuarial opin-
ion summary in accordance with instructions adopted by
the NAIC. Every authorized property and casualty
insurer that is not domiciled in Washington must provide
an actuaria opinion summary upon request of the Com-
missioner.

An actuarial report and underlying work papers as
adopted by the NAIC must be filed with each actuarial
opinion.

The actuarial opinion summary, actuarial report, and
underlying work papers and any other related documents
or materials are confidential. They are not subject to dis-
closure, or subpoena, or discovery. They are not admis-
siblein evidencein aprivate civil action.

Financial Statements. Only domestic insurers must
file financial statements with the OIC. The statements
must be filed on or before the first day of March.

Risk-Based Capital (RBC) Reports. Property and
casualty insurers also are subject to a "company action
level event" if their RBC result is not more than three
times the "authorized control level" and their report indi-
cates a negative trend under the trend test calculation in
the RBC instructions.

Health Carrier Compensation Report. The health
carrier compensation report does not have to be filed
with the OIC if substantially similar information is filed
with the OIC or the NAIC.

Fire Marshal. The chapter of statute in the Insurance
Code dealing with state fire protection is recodified; this
moves the chapter from the Insurance Code to the chap-
ter that addresses the WSP.

The requirement to establish uniform rates govern-
ing paymentsto fire districts from school districtsfor fire
protection is transferred from the Commissioner to the
Chief of the WSP through the Director of Fire Protec-
tion.

Group Life. The two session laws from 2005 deal-
ing with group life insurance are reenacted and amended
into the same form.

Flood Insurance Education and Training. Washing-
ton state agents who sell flood insurance policies must
comply with the federal rules as established or as subse-
quently changed by FEMA.

Upon request, licensed insurers must demonstrate to
the Commissioner that their licensed and appointed
agents who sell federa flood insurance are in compli-
ance with the minimum standards established by the
FEMA.
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TRICARE Supplement Health Insurance. A refer-
ence to TRICARE supplement health insurance is added
to the list of exceptions under the definition of "health
plan” or "health benefit plan.”

Written Rejection of Underinsured Motorist Cover-
age. A written rejection is not required when a named
insured or spouse chooses a coverage amount that is less
than the third party liability coverage for property dam-
age

Miscellaneous Report Requirements Repealed. The
provisions related to the 1995 RBC report by property
and casualty insurers and related to the 1998 RBC report
by health insurers are repealed.

Votes on Final Passage:

House % O

Senate 45 O

Effective: June 7, 2006

December 31, 2007 (Sections 1-4)

SHB 2407
C130L 06

Revising provisions relating to electronic monitoring of
sex offenders.

By House Committee on Criminal Justice & Corrections
(originally sponsored by Representatives Lovick, Strow,
O'Brien, Ericks, Dunshee, Linville, Grant, Lantz,
Kesder, Williams, Blake, Morrell, Rodne, Hunt,
Conway, P Sullivan, Springer, Takko, Kilmer,
Fromhold, B. Sullivan, Hunter, Simpson, Green,
Miloscia, Sells, Upthegrove, Campbell and Ormsby).

House Committee on Criminal Justice & Corrections
House Committee on Appropriations
Senate Committee on Human Services & Corrections
Senate Committee on Ways & Means

Background: Sex offenders who commit a first "two-
strikes' offense after September 2001, and those who
committed one "two-strikes' offense prior to September
2001 and subsequently commit any non-strike sex
offense, are subject to determinate-plus sentencing.
Rather than a definitive number of days, a determinate-
plus sentence consists of a minimum and maximum term
of confinement. The minimum term is generally set
within the standard sentencing range, which takes into
account the seriousness of the offense and the offender
score. The maximum term is equal to the statutory max-
imum for the offense. Statutory maximums are life in
prison for aClass A felony, 10 yearsfor a Class B felony,
and five years for a class C felony. After serving the
minimum term, the offender is subject to the jurisdiction
of the Indeterminate Sentence Review Board (ISRB)
through the end of the maximum term.

An offender will be released from custody after serv-
ing the minimum term unless the ISRB finds the

offender more likely than not to commit a future preda-
tory sex offense. When the offender is released, he or
she will be in community custody until the expiration of
the maximum term. The obligations of community cus-
tody must include certain conditions, such as reporting to
a community corrections officer and obtaining residence
approval from the Department of Corrections (Depart-
ment).

The term "community custody" refers to the period
following release from total confinement in which an
offender is supervised by the Department. Community
custody isthat portion of an offender's sentence served in
the community, subject to conditions imposed by the
sentencing court and the Department. An offender may
be sanctioned administratively by the Department for
violating his or her conditions of release.

Certain crimes, including sex offenses not qualifying
for determinate-plus sentencing, serious violent offenses,
crimes against a person, and some drug offenses carry a
mandatory term of community custody. Unless waived
by the court, certain mandatory conditions are required
to be included in the term of community custody. Spe-
cial conditions, such as crime-related prohibitions, may
aso beincluded. The Department assesses an offender's
risk of re-offense, and may modify or impose conditions
of community custody in addition to those imposed by
the court, provided they do not contravene or decrease
the court's order. For example, the Department may
require an offender to participate in rehabilitative pro-
grams or perform affirmative conduct according to the
offender's risk of re-offense.

An offender accused of violating a condition of com-
munity custody is entitled to a hearing before the Depart-
ment before sanctions are imposed. If an offender is
found to bein violation of acondition of community cus-
tody, the Department may transfer the offender to a more
restrictive confinement status to serve up to the remain-
ing portion of the sentence, less credit for any time actu-
aly spent in community custody.

Summary: Upon recommendation by the Department,
the ISRB may impose electronic monitoring as a condi-
tion of community custody for determinate-plus sex
offenders. The Department may impose electronic mon-
itoring for offenders serving a term of community cus-
tody pursuant to conviction for a sex offense not
qualifying for determinate-plus sentencing.  Electronic
monitoring is defined as the monitoring of an offender
using an electronic tracking system using radio fre-
quency or active or passive global positioning technol-
ogy. The Department is required to carry out any
electronic monitoring condition using the most appropri-
ate monitoring technology given the individual circum-
stances of the offender, within resources made available
by the Department for this purpose.
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Votes on Final Passage:

House 9% 1
Senate 49 0
House 98 O

Effective: June 7, 2006

(Senate amended)
(House concurred)

HB 2409
C 126L 06

Changing the provisions relating to sex and kidnapping
offender registration.

By Representatives O'Brien, Rodne, Ericks, Lovick,
Anderson, Jarrett, Nixon, McDonad, Williams,
Darneille, Buck, Conway, P. Sullivan, Tom, Takko,
Lantz, Kilmer, Fromhold, B. Sullivan, Morrell, Simpson,
Springer, Green, Miloscia, Sells and Ormsby.

House Committee on Criminal Justice & Corrections
Senate Committee on Human Services & Corrections
Background: 1. Sex and Kidnapping Offender Regis-
tration. In 1990, the Legidature enacted the Community
Protection Act, which, among other things, created a sex
offender registry in Washington. A sex or kidnapping
offender must register with the county sheriff in the
county in which he or she resides. The offender must
also notify the sheriff when he or she enrollsin a public
or private school or an institution of higher education.
Law enforcement officials use theinformation in the reg-
istry to notify the public, within certain guidelines, of a
sex offender's presence in the community.

Information Provided upon Registration. When an
offender registers, he or she must provide a variety of
information including his or her name, address (a home-
less offender must provide a description of where he or
she plans to stay), date and place of birth, place of
employment, crime of conviction, date and place of con-
viction, aliases used, Social Security number, photo-
graph, and fingerprints.

Out-of-Sate Registrants. An offender subject to the
registration requirements who moves to Washington
from another state, or who is a former Washington resi-
dent returning to this state, must register within 30 days
of establishing aresidence in Washington.

Written Notices. A registered sex or kidnapping
offender who changes addresses within a county must
send written notice to the county sheriff within 72 hours
of moving. If the offender moves to a new county, he or
she must provide written notice to the sheriff of the new
county at least 14 days prior to moving and must provide
written notice to the sheriff of the old county within 10
days of moving. An offender who becomes homeless
must send written notice to the county sheriff within 48
hours of becoming homeless.

Criminal Penalties. An offender who knowingly
fails to register or notify the county sheriff, or who
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changes his or her name without notifying the county
sheriff or the Washington State Patrol, is guilty of a
crime. The offender is guilty of an "unranked" class C
felony (zero-12 monthsin jail, afine of up to $10,000, or
both) if the crime that caused the person to register was a
felony. The person is guilty of a gross misdemeanor
(zero-12 monthsin jail, afine of up to $5,000, or both) if
the crime that caused the person to register was a misde-
meanor or a gross misdemeanor.

[1. Criminal Trespass Against Children. An owner,
employee, or agent of a public or private facility, whose
primary purpose is to provide for the education, care, or
recreation of children, may order a "covered offender”
from the premises of the facility. When the facility
orders a covered offender to leave the premises, it must
provide written naotice to the offender that: (1) he or she
must leave the premises; and (2) he or she will be subject
to crimina liability if he or she refuses to leave or
returns.

"Covered offender" is defined as a person who is at
least 18 years of age, who is hot under the jurisdiction of
the Juvenile Rehabilitation Administration of the Depart-
ment of Social and Health Services or serving a Specia
Sex Offender Disposition Alternative, who has been
assessed as being arisk level 11 or 111, and who has been
convicted of certain crimes.

A covered offender is guilty of crimina trespass
against children if he or she receives written naotice that
he or she must leave a facility and remains within or
reenters the facility without written permission. Crimi-
nal trespass against children is an unranked class C fel-
ony for afirst offense. A second or subsequent offenseis
aclass C felony with a seriousness level of 1V.

A facility isimmune from civil liability for damages

arising from egjecting, or failing to €ect, a covered
offender.
Summary: 1. Sex and Kidnapping Offender Registra-
tion. Information Provided upon Registration Instead of
requiring the offender to provide his or her "address'
when registering, the offender is required to provide his
or her "complete residential address.”

Out-of-Sate Registrants. The amount of time an
out-of-state registrant is given to register once he or she
has established aresidence in Washington is decreased to
72 hours (from 30 days).

Written Notices. The written notices that must be
provided to the county sheriff when an offender moves
or becomes homeless must be signed.

Criminal Penalties. A person is subject to criminal
liability for any knowing non-compliance with the regis-
tration statute.

[1. Criminal Trespass Against Children. Thefollow-
ing changes are made to the crime of criminal trespass
against children:

* The definition of "covered offender” is narrowed to
include only offenders: (1) who are registered sex
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offenders; and (2) who meet al of the other criteria
in the original definition.

e Language is added to clarify the circumstances in
which a covered entity may give written permission
to a covered offender to come back on the premises.
The entity may give written permission of entry and
use to a covered offender to enter and remain on the
legal premises of the entity at particular times and
for lawful purposes, including, but not limited to,
conducting business, voting, or participating in rec-
reational or educational activities.

» A person who is gected from a covered entity may
file a petition in district court aleging that he or she
does not meet the definition of a covered offender.
The district court must conduct a hearing on the peti-
tion within 30 days in which the person has the bur-
den of proving that he or she is not a covered
offender. If the court finds, by a preponderance of
the evidence, that the person is not a covered
offender, the court must order the covered entity to
rescind the written notice that gjected the person and
must order the covered entity to pay the person's
costs and reasonabl e attorneys' fees.

e The crime of crimina trespass against children is
changed to an "un-ranked" class C felony. This
means that a person committing the crime will face a
jail sentence of 0-12 months.

Voteson Final Passage:
House 9% O

Senate 45 1 (Senate amended)

House (House refused to concur)
Senate (Senate receded)

Senate 47 O (Senate amended)

House 98 0 (House concurred)

Effective: June 7, 2006
September 1, 2006 (Section 2)
March 20, 2006 (Sections 1 and 3-7)

SHB 2414
C175L 06

Regarding local control and flexibility in the state assess-
ment system.

By House Committee on Education (originally spon-
sored by Representatives Haler, Talcott and McCune).

House Committee on Education
Senate Committee on Early Learning, K-12 & Higher
Education

Background: Under the federal No Child Left Behind
Act (NCLB) of 2001, in order to receive federal funds
under Title I, each state must annually submit a plan to
the U.S. Department of Education (DOE) that details the
state's system of academic standards, assessments, and
accountability. By the 2005-06 school year, each state's

assessment system must include yearly assessments of
students in each of grades three through eight in reading
and mathematics, plus at least one assessment of these
subjects for high school students. By 2007-08, assess-
mentsin science must be administered in at least one ele-
mentary, middle, and high school grade.

Under state law, Washington's assessment system
aready includes the Washington Assessment of Student
Learning (WASL) in reading, writing, and mathematics
at grades four, seven, and 10, as well as a science assess-
ment in grades five, eight, and 10. Therefore, the addi-
tional testing requirement to comply with the NCLB will
be reading and mathematics assessments administered in
grades threg, five, six, and eight.

Under DOE rules, a state's system can be based on a
uniform set of statewide assessments or a combination of
state and local assessments. However, if local assess-
ments are included, the state must assure they meet the
same characteristics as a state assessment, and the results
can be aggregated and compared across the state. The
state must also demonstrate that its overall system has a
rational and coherent design.

Under Washington's NCLB plan, the Superintendent
of Public Instruction (SPI) has proposed and is imple-
menting a uniform set of statewide assessments, using
the WASL in reading and mathematics at each grade
level required to be assessed under the NCLB.

Summary: Before the beginning of the 2006-07 school
year, the SPI must request flexibility under the NCLB to
conduct a pilot project with no more than six school dis-
tricts using an assessment other than the WASL in grades
three, five, six, and eight in mathematics and reading.
The SPI will work with local school directors, adminis-
trators, teachers, and parents in developing the request
and selecting the assessment. The districts in the pilot
project must be of varying sizes and geographic loca
tions, including urban, suburban, and rural areas. They
must also enroll ethnically and economically diverse stu-
dent populations.

If the request for flexibility is granted, the SPI will
revise the state accountability plan to incorporate the
pilot project. School districtsin the pilot project will not
be required to administer the WASL in reading and
mathematics in grades three, five, six, and eight during
the pilot. At the end of the pilot project, the SPI will
evaluate whether the piloted assessment can be used on a
statewide basis and forward findings and recommenda-
tions to the Legislature and the U.S. DOE.

Votes on Final Passage:

House 97 1
Senate 48 0

Effective: June 7, 2006
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SHB 2415
C187L 06

Compensating the victims of uninsured and underinsured
motorists.

By House Committee on Financia Institutions & Insur-
ance (originally sponsored by Representatives Ericks,
Roach, Kirby, Morrell, Green, Nixon, McDonald,
Hasegawa, Conway, Simpson, Ormsby and Schual-
Berke; by request of Insurance Commissioner).

House Committee on Financial Institutions & Insurance
Senate Committee on Financia Institutions, Housing &
Consumer Protection

Background: Definition of Underinsured Motor Vehi-
cle. An "underinsured motor vehicle" is defined as a
vehicle in which the party legally responsible (by virtue
of ownership, maintenance, or use) for the bodily injury
or property damage has either no insurance coverage or
insufficient coverage to cover the full amount of the
damage costs to which the injured party is legally enti-
tled.

Reguirements for Automobile Policies. Automobile
insurance must include coverage for damages resulting
from underinsured motor vehicles. An insurer must pro-
vide coverage for insureds who are legaly entitled to
recover damages for bodily injury, death, or property
damage from owners or operators of underinsured motor
vehicles, hit-and-run motor vehicles, and phantom vehi-
cles. State law requires the coverage to apply to "acci-
dents."

"Accident” as Applied in_Underinsured Motorist
Coverage. Washington case law has held that an "acci-
dent" is not viewed through the eyes of the insured in
underinsured motorist coverage. It isnot an accident for
the purpose of coverage merely because the insured vic-
tim does not expect or intend the event that caused harm.
Generaly, an intentional act by a motorist that leads to
an unexpected or unintended result is not covered.

Summary: "Accident” is defined as an occurrence that
is unexpected and unintended from the standpoint of the
covered person. This definition of "accident” is to be
used in the statute and in the section of policies provid-
ing uninsured motorist coverage. "Underinsured cover-
age" is defined as coverage for underinsured motor
vehicles.

An insurer is required to provide underinsured cov-
erage whether or not an incident was intentional unless
the insurer can demonstrate that the covered person
intended to cause the damage for which the covered per-
son is seeking coverage. |f the covered person was the
intended victim of the tortfeasor, the incident must be
reported to law enforcement and the covered person
must cooperate with any related investigation.

Votes on Final Passage:

House 9% O
Senate 48 0
House 97 O

Effective: June 7, 2006

(Senate amended)
(House concurred)

SHB 2416
C141L 06

Concerning state park fees.

By House Committee on Natural Resources, Ecology &
Parks (originally sponsored by Representatives Kesdler,
Hasegawa, Hunt, Haigh, Mclntire, Dunshee, B. Sullivan
and Takko).

House Committee on Natural Resources, Ecology &
Parks

House Committee on Appropriations

Senate Committee on Natural Resources, Ocean & Rec-
reation

Senate Committee on Ways & Means

Background: The Washington State Parks and Recre-
ation Commission (Commission) is granted authority to
care for and supervise the state parks system. The Com-
mission also has the authority to charge fees for the use
of facilities. On January 1, 2003, the Commission autho-
rized a $7 daily parking fee and a $70 annual parking
pass, discounted to $5 per day and $50 per year until Jan-
uary 2008. Moneys collected from parking fees are
deposited into the Parks Renewa and Stewardship
Account and are used for state parks' operations, devel-
opment, and renovations.

Summary: The Commission is prohibited from charg-
ing afee for parking or for general park access.

Votes on Final Passage:
House 94 2

Senate 40 5 (Senate amended)
House (House refused to concur)
Senate 43 4 (Senate amended)
House % 2 (House concurred)

Effective: April 9, 2006

E2SHB 2418
PARTIAL VETO
C349L 06

Increasing the availability of affordable housing.

By House Committee on Capital Budget (originally
sponsored by Representatives Springer, Miloscia, Chase,
Morrell, Hasegawa, Darneille, Santos, P. Sullivan, Kagi,
Green, Sdlls, Ormsby and O'Brien).

House Committee on Housing



E2SHB 2418

House Committee on Capital Budget

Senate Committee on Financia Institutions, Housing &
Consumer Protection

Senate Committee on Ways & Means

Background: Housing Trust Fund. The State of Wash-
ington distributes funding for housing programs through
the Department of Community and Economic Develop-
ment's (DCTED) Housing Trust Fund. Housing projects
must serve low-income and special needs populations.
Grants and loans are awarded on a competitive basis.

The 2005-2007 budget includes atotal appropriation
of $100 million for the Housing Trust Fund. Of this
amount, $33 million is designated for specific set-asides.

According to the DCTED, housing projects repre-
senting requests for over $45 million in Housing Trust
Fund assistance are currently deemed eligible and await
the availahility of funding. These projects represent the
potential development of approximately 2,300 units of
affordable housing.

Joint Housing Authorities. A joint housing authority
is authorized when the legidlative authorities of one or
more counties and the legidative authorities of any city
or cities within any of those counties, or in another
county or counties, have authorized such joint housing
authority by ordinance. The ordinance must prescribe
the number of commissioners, the method for their
appointment and length of their terms, the election of
officers, and the method for removal of commissioners.
The ordinance must also prescribe the allocation of all
costs of the joint housing authority.

There is no process or guidelines in statute for the

dissolution of joint housing authorities.
Summary: The Legislature may authorize a transfer of
up to $25 million from the General Fund into the Wash-
ington Housing Trust Fund for the fiscal year ending
June 30, 2006.

Any appropriated funding will be included in the cal-
culation of annual funds available to the DCTED for
determining administrative costs.

Funds will be distributed using the DCTED's com-
petitive process for the Housing Trust Fund except for
the following:

» any funds applied to the Homeless Family Services

Fund;

e any funds appropriated to weatherization adminis-
tered through the Energy Matchmakers
Program,;
» any funds appropriated for a housing voucher pro-
gram; and
» any funds for grower-provided on-farm housing.

The DCTED must report annually by December 31,
2007, to the House Housing Committee and the Senate
Financial Institutions, Housing and Consumer Protection
Committee on how funds were utilized on a county or
city specific basis.

Interagency Council on Homelessness. The Inter-

agency Council on Homelessness (IACH) is created
which will be made up of policy level representatives
from five state agencies. The IACH will work to create
greater levels of interagency coordination regarding pro-
grams serving homeless households, identify policies
that may contribute to homelessness, and recommend
policiesto improve practices or align resources related to
homel essness.

Washington Homeless Client Management System.
The DCTED is required to implement the Washington
Homeless Client Management System by December 31,
2009. The system will include information from the
Washington homeless census, from state agencies, and
from organizations providing services to the homeless
population. Information will be collected in a manner
consistent with federal informed consent guidelines
regarding human research. The information systemisto
serve as an on-line information and referral system.

Local governments must develop a capacity for con-
tinuous case management to assist homeless persons.

Low-Income Housing Waiting-List Study. The
DCTED is directed to conduct a study by December 31,
2007, to evaluate the potential development of a low-
income housing waiting list database.

Affordable Housing Database. The DCTED is
required to create or purchase and implement a database
which includes information on all publicly supported
affordable rental units in the state by December 31,
2009.

Housing Stakeholder Feedback. Entities receiving
state housing funds, or financing through the Housing
Finance Commission, are asked to provide feedback to
the Legidlature regarding planning and reporting require-
ments, as well as other housing-related legislative rec-
ommendations.

Joint Housing Authority Dissolution. Joint Housing
Authorities may be dissolved pursuant to substantially
identical resolutions or ordinances of the legidative
authority of each of the counties or cities that previously
authorized that joint housing authority. Assets, obliga-
tions, and liabilities must be distributed consistent with
specific considerations outlined in statute.

Null and Void. Implementation of the activities of
the act is contingent upon specific funding for the spe-
cific activities of the act from the General Fund.

Votes on Final Passage:

House 72 24
Senate 48 1 (Senate amended)
House 74 24 (House concurred)

Effective: June 7, 2006

Partial Veto Summary: The section requiring the
Department of Community, Trade, and Economic Devel-
opment (DCTED) to conduct a study to evaluate the
potential development of a low-income housing waiting
list database was vetoed. The section requiring DCTED
to create or purchase a master affordable housing data-
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base that includes information about affordable renta
housing stock was also vetoed. The null and void clause
was vetoed.

VETO MESSAGE ON E2SHB 2418

March 30, 2006

To the Honorable Speaker and Members,
The House of Representatives of the Sate of Washington

Ladies and Gentlemen:
I am returning, without my approval as to Sections 9, 10 and
14, Engrossed Second Substitute House Bill No. 2418 entitled:

“AN ACT Relating to affordable housing.”

The Department of Community, Trade, and Economic Devel-
opment (CTED) is required in Section 9 of the hill to conduct a
study to evaluate the potential development of a voluntary state-
wide, low-income housing waiting list database. The database
would include information on all low-income households
requesting housing assistance, for the purpose of connecting
such households with appropriate housing opportunities. CTED
is also required in Section 10 to create or purchase, and imple-
ment by December 31, 2009, a master affordable housing data-
base that includes specific information about existing affordable
rental housing stock in the state of Washington. The activities
outlined in Sections 9 and 10 of the bill are likely to create fund-
ing pressures for future biennial budgets.

Section 14 requires specific funding to be transferred from the
General Fund to the Washington Housing Trust Fund by June
30, 2006, or the Act will be null and void. However, the transfer
authorized by the Legislature in the Operating Budget bill
occurs after June 30, 2006.

As funding provided in the Operating Budget related to this
bill isinsufficient, CTED will not be able to implement all of the
activities contemplated. Notwithstanding this, CTED should do
all that it can with the funding available to achieve the objec-
tives of thisbill.

For these reasons, | have vetoed Sections 9, 10 and 14 of
Engrossed Second Substitute House Bill No. 2418.

With the exception of Sections 9, 10 and 14, Engrossed Second
Substitute House Bill No. 2418 is approved.

Respectfully submitted,

e .

Christine O. Gregoire
Governor

SHB 2419
C5L 06

Raising funds for hosting the national conference of lieu-
tenant governors.

By House Committee on State Government Operations
& Accountability (originally sponsored by Representa-
tives Haigh, Nixon, Clibborn and McDermott; by request
of Lieutenant Governor).

House Committee on State Government Operations &
Accountability

Background: The State Ethics Act prohibits state offic-

ers and state employees from accepting gifts with an

aggregate value of $50 or more during any calendar year

from any single source. Gifts may not be accepted under
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circumstances where the gifts would be considered as
part of a reward for action or inaction, or could be rea-
sonably expected to influence the state officers and
employees actions or official judgment.

For the purposes of hosting a national legislative
association conference in Washington, legidative offic-
ers and employees may solicit and accept gifts, grants, or
donations without regard to the $50 limitation.
Summary: The State Ethics Act is changed to alow the
Lieutenant Governor and his or her staff to solicit and
accept gifts, grants, or donations beyond the $50 limita-
tion for purposes of hosting the 2006 official conference
of the National Lieutenant Governors' Association.

Votes on Final Passage:

House 93 2
Senate 48 0

Effective: February 7, 2006

HB 2424
C7LO06

Providing sales and use tax exemptions for users of farm
fuel.

By Representatives Grant, Kessler, Williams, Morrell,
Condotta, Clibborn, Linville, Cox, Hunt, Buck, Conway,
Haigh, Sump, P. Sullivan, Walsh, Springer, Buri, Haler,
Newhouse, Ericksen, Morris, Ericks, Kretz, Strow, B.
Sullivan, Dunn, Upthegrove, Ormsby, McDermaott,
Holmquist and Takko.

House Committee on Finance
Senate Committee on Agriculture & Rural Economic

Development
Senate Committee on Ways & Means
Background: Salestax isimposed on the retail sales of
most items of tangible personal property and some ser-
vices. The use tax is imposed on the privilege of using
tangible personal property or services in instances where
the sales tax does not apply. Sales and use taxes are lev-
ied by the state, counties, and cities, and total rates vary
from 7 to 8.9 percent. The state portion of the tax is
deposited in the State General Fund.

Motor vehicle fuel (gasoline) and specia fuel (pri-
marily diesel) are exempt from sales and use tax when
the motor vehicle and specia fuel taxes apply. Special
fuel used for off-road business purposes is exempt from
the special fuel tax and so becomes subject to the retail
sales and use tax.

Federal law requires diesel fuel used for off-road
business purposes to be dyed. Diesel fuel that is exempt
from highway fuel taxesis often called "red dyed fuel."

Aircraft fuel users are taxed at eleven cents per gal-
lon of aviation fuel. The revenue is deposited in the
Aeronautics Account and is used for the administration
of the DOT Aviation Division, airport construction and
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maintenance, and local airport aid. The tax does not
apply to fuel used in aircraft used principaly for the
application of pesticides, herbicides, or other agricultural
chemicals that operate from a private, non-state-funded
airfield. Thisfud is subject to the sales and use tax.

Summary: Diesdl and aircraft fuel used by farmers for
non-highway farm activities is exempt from sales and
use tax. The exemption also covers diesel and aircraft
fuel used for soil preparation services, crop cultivation
services, and crop harvesting services. The exemption
does not cover fuel used for home heating.

Voteson Final Passage:

House 9% 1
Senate 44 4 (Senate amended)
House 97 1 (House concurred)

Effective: March 6, 2006

SHB 2426
C 346 L 06

Modifying utilities and transportation commission provi-
sions.

By House Committee on Technology, Energy & Com-

munications (originally sponsored by Representative

Morris; by request of Utilities & Transportation Com-

mission).

House Committee on Technology, Energy & Communi-
cations

Senate Committee on Water, Energy & Environment

Background: The Washington Utilities and Transporta-
tion Commission (WUTC) is a quasi-judicial and quasi-
legislative state agency that regulates the rates, services,
and practices of privately owned utilities and transporta-
tion companies. The WUTC isled by three commission-
ers appointed by the Governor and confirmed by the
Senate for staggered six-year terms.

If a commissioner position should become vacant,
the Governor may appoint a replacement subject to the
confirmation process. However, thereisno provision for
the appointment of pro tem commissioners that can serve
for aspecified time or on a particular case. Thisisunlike
the court system, which is permitted to appoint pro tem
judges.

When the WUTC initiates a complaint against a reg-
ulated company, it must be preceded by a determination
of probable cause by the commissioners. The determina-
tion is based on evidence provided by staff. If probable
cause is found, the complaint will be heard by the same
commissioners at an adjudicative hearing.

Commissioners personaly preside in adjudicative
hearings or they make final decisions based on the initial
determinations of administrative law judges (ALJs). The
WUTC must enter an order confirming the result of ini-
tial orders, even if no appeal is sought.

Two to three times a month, the WUTC convenes
regularly scheduled meetings, called "open meetings,” to
process various filings. During an open meeting, com-
mission staff present their analyses and recommend
orders on various agenda items. According to the
WUTC, the magjority of items are uncontested and
require little discretion on the part of the commissioners.

Unlike ALJs at some agencies, such as the Office of
Administrative Hearings, Department of Health, and the
Environmental Hearings Office, the ALJs at the WUTC
are not exempt from civil service provisions.

Summary: A process for the appointment of pro tem
commissioners is established. At the request of the
WUTC, the Governor may appoint a pro tem commis-
sioner to alow a commissioner whose term has expired
to complete an adjudicative proceeding that he or she has
substantially heard.

The WUTC is given delegation authority for certain
duties. Commissioners may delegate responsibility to
designated assistants for "any of the powers and duties
vested in or imposed upon the commission by law,"
except matters governed by the Administrative Proce-
dures Act. A matter may not be delegated to any person
who has worked as an advocate on the same docket. Al
matters will still be heard or reviewed by the commis-
sioners upon request of an affected party.

Provisions concerning final orders and the civil ser-
vice status of ALJs are specified. In general, initial
orders of ALJs will become final if no review is sought.
Commissioners may appoint ALJs that are exempt from
the civil service law, but they are still subject to disci-
pline and termination for cause.

Votes on Final Passage:

House 97 O
Senate 40 9

Effective: June 7, 2006

SHB 2446
C121L 06

Permitting certain school district substitute employee
contracts.

By House Committee on Local Government (originally
sponsored by Representatives Buri, Sump and Haler).

House Committee on Loca Government
Senate Committee on Early Learning, K-12 & Higher
Education

Background: Classification of School Districts. The
Superintendent of Public Instruction is responsible for
the classification of school districts based upon student
enrollment figures. A school district with a student
enrollment of 2,000 or more pupilsis classified asafirst
class school district. All school districts with enroll-
ments of less than 2,000 students are classified as second
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class school districts.

Prohibition Against Municipal Officers Having Ben-
eficial Interestsin Public Contracts. State statute prohib-
its a municipal officer from having a beneficial interest,
whether direct or indirect, in any public contract that he
or sheisinvolved in creating. In addition, a municipal
officer is prohibited from receiving any compensation in
connection with such a contract from any other person
with a beneficial interest. A "municipal officer" is
broadly defined to include any elected or appointed
officer of alocal government, district, or municipal cor-
poration, or any deputy or assistant to such officer, and
al persons undertaking the exercise of the powers or
functions of a municipal officer. An officer or employee
of aschool district would be included in the definition of
"municipal officer."

Exceptions are made to this general prohibition with
respect to certain contractual arrangements meeting
specified criteria, including but not limited to the follow-

ing:

leasing arrangements made by port districts;

 contracts involving payment of less than $1,500 per
month;

» employment contracts involving wages of not more
than $200 per month; and

* the designation of a school director to act as clerk or

purchasing agent for a school district.

Summary: An officer of a second class school district
with fewer than 200 full time students may enter into an
employment contract as a substitute teacher or substitute
educational aide. Theterms of the contract must be com-
mensurate with the pay plan or collective bargaining
agreement applicable to the district. In addition, before a
school district officer may be employed as a substitute
teacher or teacher's aide, the board of directors of a sec-
ond class school district must make aformal finding that
there is a shortage of substitute teachers in the school
district.

Voteson Final Passage:
House 9% 1
Senate 47 O
Effective: June 7, 2006

HB 2454
C30L 06

Revising the privilege for sexual assault advocates.

By Representatives Williams, Lantz, Darneille, Morrell,
O'Brien and Green.

House Committee on Judiciary
Senate Committee on Judiciary
Background: Thejudiciary hasinherent power to com-
pel witnesses to appear and testify in judicial proceed-
ings so that the court will receive al relevant evidence.
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However, the common law and statutory law recognize
exceptions to compelled testimony in some circum-
stances, including "testimonial privileges." Privileges
are recognized when certain classes of relationships or
communications within those relationships are deemed
of such importance that they should be protected.

Washington's privilege statute provides a number of
privileges, including a privilege for communications
made by a sexual assault victim to a sexual assault advo-
cate.

A sexual assault advocate is an employee or volun-
teer of a rape crisis center or a victim assistance unit,
program, or association that provides information, medi-
cal or legal advocacy, counseling, or support to victims
of sexual assault and who is designated by the victim to
accompany the victim to the hospital or other health care
facility and to proceedings, including police and prose-
cution interviews, concerning the alleged assault.
Summary: The language in the privilege statute appli-
cable to sexual assault victims and advocates is changed.
The privilege applies to communications made between
the victim and advocate, instead of communications
made by the victim to the advocate.

Votes on Final Passage:

House 9% 2
Senate 48 0

Effective: June 7, 2006

SHB 2457
C172L 06

Authorizing sales and use tax exemptions for replace-
ment parts for farm machinery and equipment.

By House Committee on Finance (originally sponsored
by Representatives Grant, Williams, Blake, Clibborn,
Linville, Cox, Buck, Haigh, Sump, Newhouse, Walsh,
Buri, Haler, Morrell, Morris, Ericks, Strow, O'Brien and
Holmquist).

House Committee on Finance

Senate Committee on Agriculture & Rural Economic
Development

Senate Committee on Ways & Means

Background: Salestax isimposed on the retail sales of
most items of tangible personal property and some ser-
vices, including repair services. The use tax is imposed
on items used in the state that were not subject to the
retail sales tax and includes purchases made in other
states and from sellers who do not collect Washington
sales tax.

The state sales and use tax rate is 6.5 percent. In
addition, cities, counties, and transit districts may impose
local option sales and use taxes for general purposes as
well as a variety of specific purposes. As of December
2005, local rates ranged from 0.5 percent to 2.4 percent.
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Summary: Farmers with annual gross sales of agricul-
tural products of $10,000 or more are exempt from sales
and use tax on the purchase of replacement parts for farm
machinery and equipment. The exemption covers
machinery and equipment designed for the purpose of
growing, raising, or producing agricultural products.
Farmers must apply with the Department of Revenue for
an exemption certificate. The certificate must be
renewed every five years. The exemption includes parts
for farm tractors and farm implements but not other farm
vehicles. Replacement parts for aircraft, hand tools,
hand-powered tools, and equipment with a useful life of
less than one year are not included.

Votes on Final Passage:

House 86 10
Senate 40 4 (Senate amended)
House 9% 0 (House concurred)

Effective: July 1, 2006

HB 2465
C 306 L 06

Modifying vehicle equipment standards related to origi-
nal equipment installed.

By Representatives Lovick, Kesder, P. Sullivan, Haler
and O'Brien; by request of Washington State Patrol.

House Committee on Transportation
Senate Committee on Transportation

Background: All required lights and equipment on a
vehicle must be in proper condition and adjustment as
required by state law or rules issued by the Washington
State Patrol.

Brake Lights. Vehicles must have two or more stop
lamps (brake lights). Federal law requires a third rear,
high-centered brake light for passenger cars manufac-
tured after September 1, 1985, and for trucks, vans, and
sports utility vehicles manufactured after September 1,
1993.

Exhaust Systems. Vehicles must be equipped with a
muffler in good working order to prevent excessive or
unusual noise. Exhaust systems may not be modified in
a manner which amplifies engine noise above the noise
emitted with the origindly-installed muffler. It is
unlawful for a person to operate a vehicle with exhaust
noise exceeding 95 decibels. To prove a violation,
proper authorities must show that an exhaust system
modification results in noise amplification in excess of
95 decibels.

Summary: Clarifications are made to the requirement
that all required lights and equipment on a vehicle must
be in proper working condition.

Brake Lights. All passenger cars manufactured after
September 1, 1985, and all passenger trucks, vans, and
gports utility vehicles manufactured after September 1,

1993, must have a third stop lamp (brake light). The
brake light must be arear, center high-mounted light that
meets certain visibility requirements, consistent with
federa regulation.

Exhaust Systems. The prohibition against operating
amoator vehicle with an exhaust system that emits anoise
exceeding 95 decibelsisremoved. Language stating that
a violation does not occur unless the proper authority
proves that a vehicle's modified exhaust system exceeds
95 decibelsis also removed. (Other vehicle exhaust sys-
tem requirements are retained.)

Votes on Final Passage:
House 98 O

Senate 46 O
House 98 O

Effective: June 7, 2006

(Senate amended)
(House concurred)

HB 2466
C177L 06

Providing excise tax relief for aerospace businesses.

By Representatives Lovick, McCoy, Conway, Haler,
Sells, Morris, Dunshee, Ericks, Morrell, O'Brien and
Green; by request of Governor Gregoire.

House Committee on Finance

Senate Committee on International Trade & Economic
Development

Senate Committee on Ways & Means

Background: Washington's major business tax is the
business and occupation (B&O) tax. The B&O tax is
imposed on the gross receipts of business activities con-
ducted within the state, without any deduction for the
costs of doing business. Revenues are deposited in the
State General Fund. A business may have more than one
B&O tax rate, depending on the types of activities con-
ducted. There are anumber of different rates. The main
rates are. 0.471 percent for retailing; 0.484 percent for
manufacturing, wholesaling, and extracting; and 1.5 per-
cent for professional and personal services, and activities
not classified elsewhere.

Sales tax isimposed on retail sales of most items of
tangible personal property and some services, including
construction and repair services. Sales and use taxes are
imposed by the state, counties, and cities. Sales and use
tax rates vary between 7 and 8.9 percent, depending on
location. There are a number of sales and use tax
exemptions, including machinery and equipment directly
used in manufacturing.

Property taxes are imposed by state and local gov-
ernments. All real and personal property in this state is
subject to the property tax based on its value, unless a
specific exemption is provided by law. There are exemp-
tions for certain properties, including property owned by
federal, state, and local governments, churches, farm
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machinery, and business inventory.

Property owned by federal, state, or local govern-
ments is exempt from the property tax. However, private
lessees of government property are subject to the lease-
hold excise tax. The purpose of the leasehold excise tax
is to impose a tax burden on persons using publicly-
owned, tax-exempt property similar to the property tax
that they would pay if they owned the property. The tax
is collected by public entities that lease property to pri-
vate parties.

In 2003, the Legidature adopted tax incentives that
were limited to aerospace manufacturers. The incentives
included: a reduction in the B&O tax rate; a B& O tax
credit for pre-production devel opment expenditures; and
a B&O tax credit for property taxes paid on property
used in the manufacture of commercial airplanes and air-
plane components. A leasehold tax exemption for port
district facilities is available to manufacturers of super-
efficient airplanes that are not using the B& O tax credit
for property taxes. Also included were sales and use tax
exemptions for computer equipment and software, and
its installation, used primarily in the development of
commercial airplanes and components. These exemp-
tions are scheduled to end in 2024.

Businesses that exercise any of these incentives file
an annua report with the Department of Revenue
(Department). The report includes employment, wage,
and employer-provided heath and retirement benefit
information for full-time, part-time, and temporary posi-
tions. The reports are not confidential and will be made
public upon request.

In 2003, the Legislature reduced the B& O tax rate
from 0.484 percent to 0.275 percent for firms that repair
equipment used in interstate or foreign commerce. The
firms must be classified by the Federal Aviation Admin-
istration (FAA) as a Federal Aviation Regulation part
145 certificated repair station with airframe and instru-
ment ratings and limited ratings for nondestructive test-
ing, radio, class 3 accessory, and speciaized services.
The lower rate ends July 1, 2006.

Summary: The sales and use tax exemption for com-
puter equipment and software used primarily in commer-
cial arplane development is extended to
nonmanufacturing firms. Installation is also exempt.
The exemption starts July 1, 2006, and ends July 1, 2024.

The B&O tax credit for preproduction development
expenditures related to commercial aircraft is extended
to nonmanufacturing firms. The credit is equa to 1.5
percent of preproductions development expenditures.
The credit starts July 1, 2006, and ends July 1, 2024.

The B& O tax credit for property taxes paid on prop-
erty used in the manufacture of commercia airplanes
and airplane components is expanded to include lease-
hold excise taxes. The credit starts January 1, 2007.

The reduced B&O tax rate for FAA certificated
repair stations engaged in the repair of equipment used in
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interstate or foreign commerce is extended to July 1,
2011. Thetax rateis set at 0.2904 percent.

Businesses that claim the 1.5 percent B& O tax credit
for commercial aircraft preproduction development
expenditures or the reduced B& O tax rate must electron-
ically file an annual survey with the Department of Rev-
enue (Department) by March 21. The Department may
provide afiling extension if the survey is late due to cir-
cumstances beyond the control of the taxpayer.

The survey must include employment, wage, and
employer-provided health and retirement benefit infor-
mation. Those claiming the 1.5 percent B& O tax credit
for aerospace product development expenditures must
aso provide information on the expenditures, assign-
ment of the credit, and the number of research projects,
products, patents, copyrights, and trademarks. The only
information collected that may be disclosed is the
amount of the tax incentive claimed, but claimants
receiving incentives of less than $10,000 may request
confidentiality of the amount claimed.

The Department must report summary statistics from
the surveys annually. When taxpayer information cannot
be classified to prevent the identification of individua
taxpayers or returns, the Department may disclose the
least amount of tax information necessary to complete
the reports. Reports on the effectiveness of the incen-
tives are duein 2010 and 2023.

Votes on Final Passage:

House 88 10
Senate 36 7 (Senate amended)
House 9%5 3 (House concurred)

Effective: July 1, 2006
January 1, 2007 (Sections 10 and 11)

SHB 2471
C252L 06

Creating a veteran homeownership downpayment assis-
tance program.

By House Committee on Housing (originally sponsored
by Representatives McCune, Miloscia, Dunn, Campbell,
Linville, Morrell, Strow, O'Brien, Green, Sells, Chase
and Holmquist).

House Committee on Housing
Senate Committee on Financial Institutions, Housing &
Consumer Protection

Background: Housing Finance Commission Home
Buyer Programs. The Housing Finance Commission
(HFC) isrequired in statute to provide a housing finance
program for income-eligible first-time homebuyers. The
HFC offers several financing programs including House
Key and House Choice, which offer below-market-rate
loans and down payment assistance, and aso alow
homebuyers to qualify for mortgages with higher loan to
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income or debt ratios and pay less closing costs than
under conventional loan programs.

Although not required in statute, the HFC periodi-
cally develops supplemental programs to provide addi-
tional assistance to specific targeted populations. Such
populations have included teachers, low-income rural
residents, residents of a specific area, and disabled indi-
viduals.

Federal Veteran Affairs Home Loan Program. The
federal Veteran Affairs (VA) Home Loan Program is a
loan guarantee program wherein the federal government
guarantees part of the total home loan for eligible veteran
home buyers. This guarantee permits a purchaser to
obtain a competitive interest rate, sometimes without a
down payment, depending upon the lender. Thelender is
protected against the loss if the borrower fails to repay
the loan, up to the amount of the guaranty.

Summary: The HFC must create and implement a
down payment assistance homeownership program to
assist veteransin purchasing ahome. This program must
work in conjunction with other HFC housing finance
programs.

The program will assist the following:

1) Washington veterans;
2) members and former members of the Washington

National Guard and reserve; and
3) never remarried spouses, and dependent children of

deceased, eligible veterans.

The statute defining veterans and referencing pro-
grams in which veterans may participate, includes a ref-
erence to the HFC downpayment assistance home
ownership program.

Votes on Final Passage:
House 98 O

Senate 49 0
House 97 O

Effective: June 7, 2006

(Senate amended)
(House concurred)

ESHB 2475
C 106 L 06

Requiring collective bargaining regarding hours of work
for individual providers.

By House Committee on Commerce & Labor (originally
sponsored by Representatives Conway, Williams,
Fromhold, Wood, B. Sullivan, Simpson, Sells, Ormsby
and Green).

House Committee on Commerce & Labor

House Committee on Appropriations

Senate Committee on Labor, Commerce, Research &
Development

Senate Committee on Ways & Means

Background: Long-term Care Services Provided by

Home Care Workers. The Department of Social and

Health Services (DSHS) contracts with agency and indi-
vidual home care workers (individual providers) to pro-
vide in-home long-term care services for elderly and
disabled clients (consumers) who are eligible for pub-
licly funded services through the DSHS's Aging and
Adult Services and Developmental Disabilities pro-
grams. Home care workers provide consumers personal
care assistance with various tasks such as toileting, bath-
ing, dressing, ambulating, meal preparation, and house-
hold chores. Theindividual providers are hired and fired
by the consumer, but are paid by the DSHS.

The Home Care Quality Authority (HCQA) has
responsibility for establishing qualifications for individ-
ual providers, recruiting and training individual provid-
ers, and providing assistance to consumers in finding
care by establishing areferral registry.

The DSHS "Shared Living" Rule. In implementing
the long-term care services program, the DSHS adopted
a rule, generadly known as the "shared living" rule.
Under this rule, the DSHS will not pay for services such
as shopping, housework, laundry, or meal preparation if
the individual provider lives in the same household with
the consumer. According to hearing examiner findings
in an unfair labor practice case filed with the Public
Employment Relations Commission (PERC), this rule
has resulted in a 15 percent deduction from the hours
alotted to individual providers as compensation for their
servicesin homes where they also reside.

Collective Bargaining for Individual Providers.
Individual providers have collective bargaining rights
under the Public Employees Collective Bargaining Act
(PECBA) administered by the PERC. The individua
providers exclusive bargaining representative bargains
with the Governor or Governor's designee. The law
explicitly states that wages, hours, and working condi-
tions are determined solely through collective bargaining
and, except for the HCQA, no state agency may establish
policies or rules governing wages or hours of individual
providers. However, this provision aso states that it
does not modify various responsibilities of the DSHS,
including the authority to establish a consumer's plan of
care and determine the hours of care for which a con-
sumer iseligible.

The first contract to be implemented under the indi-
vidual provider collective bargaining law was effective
until June 30, 2005. By law, negotiations for a new
agreement must begin by May 1 of the year before the
year in which an existing collective bargaining agree-
ment expires. In April 2004, the union representing the
individual providers and the Governor's Labor Relations
Office began negotiating for a successor contract. By
August, a PERC mediator determined that the parties
were at impasse on several issues, which were certified
to an arbitrator. One of these issues involved the "shared
living" rule.

On August 31, 2004, the Office of Financial Man-
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agement filed an unfair labor practice with the PERC,
alleging that the union failed to bargain in good faith by
insisting on submitting some issues, including the
"shared living" rule issue, to arbitration. The PERC
hearing examiner agreed that the union had committed
an unfair labor practice, finding that the Legislature
intended the DSHS to retain its core responsibility to
administer the home care program and to set the hours of
care and the plan of care for consumers receiving ser-
vices. Thisdecision was affirmed by the PERC on Octo-
ber 12, 2005.

Summary: At the request of the bargaining representa-
tive for individual providers, the Governor or designee
must collectively bargain over how DSHS's core respon-
sibility to manage long-term in-home care affects hours
of work for individual providers. The Governor or des-
ignee must consult with the HCQA when bargaining
these issues. The HCQA must work with consumer
advocacy organizations to obtain informed input from
consumers on their interests related to issues proposed to
be bargained.

This bargaining requirement is not to be interpreted
as requiring bargaining over an individual consumer's
plan of care.

The language recognizing DSHS authority to estab-
lish consumer plans of care and determine their hours of
careis modified to: (1) delete the reference to determin-
ing hours of care; and (2) add a reference to the agency's
core responsibility to manage long-term in-home care,
including determining the level of care that consumers
are eligible to receive.

The reference to the HCQA adopting rules govern-
ing wages or hours of individual providersis deleted.
Votes on Final Passage:

House 97 1

Senate 40 5 (Senate amended)

House (House refused to concur)
Senate (Senate receded)

Senate 42 3 (Senate amended)

House 9% 3 (House concurred)

Effective: March 17, 2006

HB 2477
C 206 L 06

Making technical changesto election laws.

By Representatives Green, Nixon, Haigh, Hunt, Moeller
and Rodne; by request of Secretary of State.

House Committee on State Government Operations &
Accountability

Senate Committee on Government Operations & Elec-
tions

Background: Signature Verification Procedures. The
Secretary of State is required to establish guidelines, in
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consultation with state and local law enforcement or cer-
tified document examiners, for election-related signature
verification processes. The statute establishing this duty
further provides that all election personnel assigned to
verify signatures must receive training on these guide-
lines. These requirements are codified within the admin-
istrative provisions of the general election laws.

Filing Fee Petition. In general, a candidate for office
must submit a filing fee with his or her declaration of
candidacy. If a candidate lacks sufficient funds at the
time of filing to pay the filing fee, the candidate must
submit along with his or her declaration of candidacy a
"nominating petition" containing the signatures of regis-
tered voters at least equal in number to that of the
amount of the filing fee. The term "nominating petition"
is also used in Washington's election laws to refer to the
petition for nominating minor party or independent can-
didates at a minor party or independent candidate con-
vention.

The Uniformed and Overseas Citizens Absentee
Voting Act. The Uniformed and Overseas Citizens
Absentee Voting Act (UOCAVA) applies to active mem-
bers of the military and the merchant marines, their eligi-
ble families, and U.S. citizens residing outside of the
U.S. The UOCAVA requires that all states allow such
persons to vote by absentee ballot in general, special, pri-
mary, and runoff elections for federal offices when they
are absent from their state of residency. Thisfederal law
does not apply to individuals who are not active military
or their eligible dependents, but have moved from the
person's state of residency to another state (also referred
to as out-of-state voters). Washington's statute imple-
menting the UOCAVA requirements provides assistance
to all UOCAVA voters as well as out-of-state voters.

Changesin Election Laws. Significant changes have
been made to Washington's primary election laws in
recent years. Those significant changes include:

* In 2003, the Ninth Circuit Court of Appeals held that
Washington's blanket primary system, in place since
1935, was unconstitutional because it violates politi-
cal parties right of free association.

* In 2004, the voters approved Initiative 872 (1-872, or
"top two" primary election initiative).

e In 2004, the Legidature enacted primary election
laws which provided for two alternative primary
election systems in the event that 1-872 was invali-
dated.

* In 2005, the United States District Court held 1-872
to be unconstitutional because it violates the parties
right to free association.

As a result of these primary election law changes,
several laws now appear twice in statute.

In other cases some narrowly crafted laws also fall
within the broader language of other laws. For example,
the narrower prohibition against interfering in any way
with a voter within the disability access voting location
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isincluded in the broader prohibition against interfering

with avoter in any way within the polling place.

Voter Registration Database. The Secretary of State
is required to maintain a statewide voter registration data
base. The data base is designed to provide, among other
things, up-to-date signatures of voters for the purpose of
initiative signature checking. The new voter registration
database has been in effect since January 1, 2006. Under
a previously enacted statute, the Secretary of State is
required to maintain voter signature cards for the pur-
pose of checking initiative and referendum signatures.
As aresult, the Secretary of State is required to maintain
voter signatures in two different formats: electronically,
in the voter registration data base, and in hard copy, by
way of signature cards.

Summary: Signature Verification Procedures. The lan-
guage requiring the Secretary of State to establish
guidelines for signature verification processes is
removed from the general administrative election
law provisions, and similar language is added to the
Secretary of State's rule-making authority statute.
The language added to the rule-making authority
statute is modified from a general regquirement that
guidelines be established to a more specific require-
ment that rules be established for "standards for the
verification of signatures on absentee, mail, and pro-
visiona ballot envelopes.”

The language requiring that al election personnel

assigned to verify signatures be trained on the guide-

lines is removed from the genera provisions and is
added to the section addressing the processing of
incoming ballots in the chapter on absentee voting.

Filing Fee Petition. The name of the petition that

must accompany a candidate's declaration of candi-

dacy if he or she lacks the funds to pay the filing fee
is changed from "nominating” petition to "filing fee"
petition.

The Uniformed and Overseas Citizens Absentee

Voting Act. The language including out-of-state

voters in the statute implementing UOCAVA

requirements is removed.

Repealed Statutes. The following election laws are

repealed:

29A.04.157 (September primary)

29A.04.610 (Rules by Secretary of State)

29A.20.110 (Definitions — "Convention" and "elec-

tion jurisdiction™)

29A.20.130 (Convention — Notice)

29A.20.200 (Declarations of candidacy required,

exceptions — Payment of fees)

29A.24.200 (Lapse of eection when no filing for

single positions — Effect)

29A.28.010 (Major party ticket)

29A.28.020 (Death or disqualification — Correcting

ballots — Counting votes already cast)

29A.36.190 (Partisan candidates qualified for gen-
eral election)

29A.44.220 (Casting vote)

29A.46.140 (Interference, assistance)

29A.46.150 (Prohibitions — Penalty)

29A.46.210 (Procedures for voting)

29A.46.220 (Opening and closing locations)
29A.46.230 (Votersin location at closing time)
29A.46.240 (Procedures after closing)

29A.46.250 (Handling of ballots after closing)
29A.72.220 (Petitions — Signature checking —
Registration information file)

Votes on Final Passage:

House 9% O
Senate 48 0

Effective: June 7, 2006

ESHB 2479
C 207 L 06

Modifying provisions on voting equipment.

By House Committee on State Government Operations
& Accountability (originally sponsored by Representa-
tives Haigh, Nixon, Green, Hunt, Haler, Morrell and
Upthegrove; by request of Secretary of State).

House Committee on State Government Operations &
Accountability

Senate Committee on Government Operations & Elec-
tions

Background: Woashington Voting System Certification
Reguirements. The Secretary of State (Secretary) is
responsible for the inspection, evaluation, and testing of
voting systems in the state. Voting systems, voting
devices, and vote tallying systems must be certified and
approved by the Secretary before they can be used or
sold in the state. To be used in Washington, a voting
device also must be tested, certified, and used in at |east
one other state or election jurisdiction and must meet the
federal standards.

National Voting System Standards. The Help Amer-
ica Vote Act (HAVA) required the U.S. Election Assis-
tance Commission (EAC) to issue Voluntary Voting
System Guidelines that would update and augment the
2002 Voting System Standards (Standards) to reflect
advances in voting technology, to incorporate require-
ments of the HAVA, and to address the proliferation of
electronic voting systems. The proposed guidelines were
released for comment in June 2005, and the final guide-
lines were adopted in December 2005. The HAVA also
required the EAC to develop a national program for
accrediting voting system testing laboratories and to
oversee the certification of voting systems. This has
been done in the past by the National Association of
State Election Directors.
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The Standards for vote accuracy require that all sys-
tems must:

* record the election contests, candidates, and issues
exactly as defined by election officials;

» record the appropriate options for casting and
recording votes;

* record each vote precisely as cast and be able to pro-
duce an accurate report of al votes cast;

 include control logic and data processing methods
incorporating parity and check-sums (or equivalent
error detection and correction methods) to demon-
strate that the system has been designed for accu-
racy; and

 provide software that monitors the overall quality of
data read-write and transfer quality status, checking
the number and types of errors that occur in any of
the relevant operations on data and how they were
corrected.

In addition, Direct Recording Electronic voting sys-
tems must be able to record and retain redundant copies
of the original ballot image.

Voting equipment vendors must submit hardware,
firmware, and software to an Independent Test Authority
(ITA) for evaluation against the Standards.

Signature Verification. Before absentee ballots are
processed, the signature on the security envelope is
checked against the voter's signature contained in the
registration files. In 2005, the Legislature required the
Secretary to establish guidelines, in consultation with
state and local law enforcement or certified document
examiners, for signature verification processes. All elec-
tion personnel assigned to verify signatures must receive
training on the guidelines.

Disability Access Voting. The HAVA requires that
disability access voting must be offered using disability
access voting devices that meet access requirements for
persons with disabilities, including nonvisua accessibil-
ity, in a manner that provides the same opportunity for
access and participation (including privacy and indepen-
dence) asfor other voters.

County auditors are responsible for the designation
of disability accessvoting locationsin the county. At the
discretion of the county auditor, the period for disability
access voting may begin 20 days before an election and
end one day before the election; however, he or she may
set the end of the disability access voting period to sat-
isfy requirements for printing and distributing poll books
to the polls in order to prevent multiple voting. The
county auditor is required to maintain a system to pre-
vent multiple voting.

Summary: The requirement that a voting device be
used in another state before it may be certified in Wash-
ington isremoved. Instead, it isrequired that the device
be tested and certified by an ITA designated by the EAC.
The requirement that voting equipment allow the voter to
vote for candidates of multiple political parties is
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removed.

Dates for disability access voting are changed from
permissive to mandatory. The ending date for disability
access voting is changed from one day before the elec-
tion to the day of the eection. County auditors are
required to provide voting systems certified by the Sec-
retary for disability access.

County auditors are required to establish an advisory
committee that includes persons with disabilities and
persons with expertise in providing accommodations for
persons with disabilities. The committee is to assist
election officials in developing a plan to improve the
accessibility of elections for voters with disabilities.

County auditors may use automated signature verifi-
cation systems to verify signatures on absentee ballot
security envelopes, as long as the system has been
approved by the Secretary. The Secretary is directed to
adopt rules and standards for approval and implementa-
tion of hardware and software for these automated sys-
tems.

Votes on Final Passage:

House 9% O
Senate 46 O

Effective: June 7, 2006

SHB 2481
C145L 06

Insuring victims of crimes.

By House Committee on Financial Institutions & Insur-
ance (originally sponsored by Representatives Williams,
Blake, Appleton, Moeller, Hasegawa, Chase, Rodne,
Eickmeyer, Conway, Roberts, Hunt and Simpson).

House Committee on Financia Institutions & Insurance
Senate Committee on Financial Institutions, Housing &
Consumer Protection

Background: The Office of the Insurance Commis-
sioner (OIC) is responsible for the regulation of the
insurance industry in Washington. The OIC is autho-
rized to regulate both the underwriting and rate-setting
practices of the companies doing business in this state.
In addition, the OIC is given broad regulatory authority
to prevent insurance practices that are either unfair,
deceptive, or discriminatory. Thereisno explicit regula
tion of the underwriting practices of insurers with respect
to claims stemming from arson or malicious mischief.
Summary: "Underwriting action" is defined to include
when an insurer:

 cancels or non-renews an existing policy; or

» changesthe terms or benefits of apolicy.

The protections provided by the act apply to insur-

ance policies owned by:

* hedlth carefacilities;

* health care providers,; and
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* religious organizations.

Insurers are prohibited from taking an underwriting
action against the specified insureds as the result of a
property insurance claim stemming from the crime of
arson or malicious mischief. The prohibition applies to
insurance claims made within five years of the under-
writing action. An insurer may take an underwriting
action due to other factors. The insured is required to
file areport with alaw enforcement agency that contains
facts sufficient to put the insurer on notice that the loss
was the result of arson or malicious mischief. The law
enforcement agency, in turn, must make a determination
that an insured is the victim of a crime in order for the
insured to be subject to the protections afforded by the
act. The insured must cooperate with any investigation
by law enforcement authorities and insurance investiga-
tors.

An insurer that takes an underwriting action against
an insured who hasfiled aclaim related to arson or mali-
cious mischief during the preceding five-year period
must report the action to the OIC.

Votes on Final Passage:

House 71 27

Senate 45 3 (Senate amended)

House (House refused to concur)
Senate (Senate receded)

Senate 45 4
Effective: June 7, 2006

SHB 2497
C253L 06

Providing assistance for business owners who are active
duty national guard members.

By House Committee on Financia Institutions & Insur-
ance (originally sponsored by Representatives Kilmer,
Buri, Hudgins, Skinner, Green, Morrell, Linville,
Ormsby, Lantz, Williams, McCoy, Appleton, Moeller,
Chase, Conway, P. Sullivan, Haler, Wallace, Sdlls,
Morris, Ericks, Upthegrove and Woods).

House Committee on Financial Institutions & Insurance
Senate Committee on Financial Institutions, Housing &
Consumer Protection

Background: The Department of Financia Institutions
regulates financial institutions chartered in Washington.
These institutions include banks, credit unions, mutua
savings banks, and savings and loan associations. Feder-
aly chartered financial institutions are regulated by one
of several different federal agencies.

The federal Servicemembers Civil Relief Act of
2003 (SCRA) provides financia protections for service-
members. "Servicemember” includes:

1) a member of the United States military called to
active duty; and

2) a member of the Nationa Guard under a cal of
active service:

« authorized by the President of the United States
or the Secretary of Defense for a period of more
than 30 consecutive days; or

« responding to a national emergency declared by
the President and supported by federal funds.

The SCRA covers issues including rental agree-
ments, security deposits, prepaid rent, eviction, install-
ment contracts, credit card interest rates, mortgage
interest rates, mortgage foreclosure, civil judicia pro-
ceedings, and income tax payments.

If the ability of a servicemember to repay a loan is
materially affected by his or her service, then the loan
incurred by a servicemember or by a servicemember and
his or her spouse may not accrue interest at over 6 per-
cent during the time of military service. Thereis a pre-
sumption that the service does materially affect the
ability to repay the loan that may be rebutted by the
lender. The SCRA only applies to loans made prior to
the time of active service.

Summary: |If aservice member iscalled to military ser-
vice, the interest rate on a business loan must be con-
formed to the interest rate in the federal Servicemembers
Civil Relief Act (this interest rate is 6 percent). This
applies to business loans to entities where a service
member is either the sole proprietor or owns at least 50
percent of the entity. To qualify, the loans must have an
outstanding balance of less than $100,000 at the time the
service member is called to military service. The busi-
ness must experience amaterial reduction in revenue due
to the service member's military service. The service
member must notify the lender five days prior to military
service. These provisions apply only to business loans
executed on or after January 1, 2007.

Votes on Final Passage:

House 98 0
Senate 47 O

Effective: June 7, 2006

2SHB 2498
C105L 06

Establishing an industry cluster-based approach to eco-
nomic development.

By House Committee on Appropriations (originaly
sponsored by Representatives Kilmer, Buri, Morrell,
Skinner, Green, Linville, McCoy, Moeller, Chase,
Rodne, Conway, Haler, Morris, Ericks and Sells).

House Committee on Economic Development, Agricul-
ture& Trade

House Committee on Appropriations

Senate Committee on International Trade & Economic
Development
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Senate Committee on Ways & Means

Background: An industry cluster is a geographic
grouping of interdependent, competitive companies, and
their suppliers and supporting institutions. Clusters rep-
resent regional speciaization and comparative advan-
tage. Thereisagrowing interest in looking at particular
industry clusters in Washington to better focus the public
support of economic development. This includes look-
ing at the state's natural industry clusters to be more
responsive in creating an educated and skilled workforce
to support these clusters and in providing the necessary
public infrastructure to promote expansion.

Summary: The Department of Community, Trade and
Economic Development (DCTED) must work with
industry associations and organizations to identify
regional and statewide industry clusters. This includes
conducting focus groups, supporting industry cluster
associations, and providing methods of economic com-
munication and information among the firms within an
industry cluster. The regional and statewide industry
clusters may include aerospace, agriculture, food pro-
cessing, forest products, business services, financial ser-
vices, health and biomedical, software, digital and
interactive media, transportation and distribution, and
microel ectronics.

In addition to the groups the DCTED works with
currently, the DCTED is directed to work with industry
and cluster associations as well as federa and state
industries in developing industry cluster-based economic
development strategies. In developing industry-cluster
based strategies, the DCTED must continue to use infor-
mation gathered in each service delivery region. The
DCTED may conduct focus group discussions and stud-
ies, support the formation of industry cluster associa-
tions, and provide methods for communication among
firms within the industry clusters. The DCTED must
also work with industry clusters, private organizations,
local governments, local economic development organi-
zations, and higher education and training institutions to
develop strategies to strengthen Washington's industry
clusters. On acontinual basisthe DCTED must evaluate
the potential returns to the state from devoting additional
state resources to an industry cluster-based approach to
economic development.

A competitive grant program is created to assist
communities to develop, in partnerships, regiona eco-
nomic development and industry cluster strategies and to
conduct related cluster market strategies. In administer-
ing the grant program, the DCTED must work with an
industry cluster advisory committee. This advisory com-
mittee must have equal representation from the Work-
force Training and Education Coordinating Board, the
State Board for Community and Technical Colleges, the
Employment Security Department, business, and labor.
The industry cluster advisory committee must recom-
mend criteria for evaluating applications for grant funds
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and recommend applicants for the grant awards. Grant
applicants must include organizations from at least two
counties and may include local government, economic
development councils, federally recognized Indian
tribes, workforce development councils, and educational
institutions. Applicants should also include participants
from the local business community. Financia participa-
tion of the partner organizationsis required.

A grant award may be up to $100,000 per applicant,
except for King, Pierce, Snohomish, and Kitsap counties,
who may not receive more than $100,000 combined. The
grant may be used to fund organizational activities nec-
essary to develop the partnership's regional economic
development and industry cluster strategies. It may also
be used for related marketing strategies. Only 10 percent
of the money appropriated for the competitive grant pro-
gram may be used by the DCTED for administrative
costs. The grant program expires June 30, 2007.

Votes on Final Passage:
House % 2

Senate 41 6
House 9%5 2

Effective: June 7, 2006

(Senate amended)
(House concurred)

SHB 2500
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Requiring health carriers to report certain information.

By House Committee on Health Care (originally spon-
sored by Representatives Green, Morrell, Cody, Schual-
Berke, Clibborn and Conway; by request of Insurance
Commissioner).

House Committee on Health Care
Senate Committee on Health & Long-Term Care

Background: Health carriers are required to submit an
annual report to the Office of the Insurance Commis-
sioner (OIC). The information contained in the annual
report is not easily retrievable or accessible by consum-
ers.

Summary: Health carriers are required to submit infor-
mation to the OIC each year in aformat that will be eas-
ier for the public to understand and access. The
information includes total number of members, totd
amount of revenue, total amount of hospital and medical
payments, medical loss ratio, average amount of premi-
ums per member per month, and the percent change in
the average premium per member per month from the
previous year. Additional required information includes
total amount of claim adjustment expenses, total amount
of general administrative expenses, total amount of the
reserves maintained for unpaid claims, total net under-
writing gain or loss, carrier's net income after taxes, divi-
dends to stockholders, net change in capital and surplus
from the prior year, and total amount of the capital and
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surplus. The OIC will make the information available to
the public through the Internet. The Insurance Commis-
sioner must work with disability carriers to use, as much
as possible, information from the annual statement forms
aready filed.

Votes on Final Passage:

House 98 0
Senate 46 1
House 9% 1

Effective: June 7, 2006

(Senate amended)
(House concurred)

HB 2501
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Regulating group health benefit plan coverage of mental
health services.

By Representatives Schual-Berke, Cody and Morrell; by
reguest of Insurance Commissioner.

House Committee on Health Care
Senate Committee on Health & Long-Term Care

Background: All benefit plans offered by health carri-
ers for groups of 50 or more employees must phase in
mental health parity in 2006, 2008, and 2010.

Summary: All group benefit plans offered by health
carriers for groups other than small groups defined by
statute must phase in mental health parity in 2006, 2008,
and 2010. Groups of 50 or more employees that meet
the statutory definition of a small group are not required
to phase in the mental health parity requirement.

Votes on Final Passage:

House 98 0
Senate 46 O

Effective: March 15, 2006

ESHB 2507
C234L 06

Prohibiting false or misleading college degrees.

By House Committee on Higher Education & Workforce
Education (originaly sponsored by Representatives
Kenney, Shabro, Hasegawa, Morrell, Rodne, Lantz and
Ormshy).

House Committee on Higher Education & Workforce
Education

Senate Committee on Early Learning, K-12 & Higher
Education

Background:  Washington law prohibits a private
degree-granting institution from "operating” in Washing-
ton unless it has been approved by the Higher Education
Coordinating Board (HECB). The definition of "oper-
ate" is broad. An ingtitution of higher education "oper-

ates' in Washington if it does any of the following
things:

» offers courses to Washington residents (including
offering courses electronically);

e grants or offers to grant a degree to a Washington
resident (including advertising or publicizing that the
institution offers the degree); or

* maintains or advertises that the ingtitution has a
Washington location, mailing address, or phone
number.

If an institution operates in Washington without
approval of the HECB, the entity and its owners, offic-
ers, and employees are guilty of a gross misdemeanor.
They may be punished by up to a $1,000 fine and/or up
tooneyear injail.

Washington law also directs the HECB to develop
and publish information to the public regarding entities
that sell or award fraudulent degrees.

In 2005 Washington enacted alaw that prohibits cer-

tificated educational staff in the K-12 system from using
credits earned from an unaccredited institution to move
up the salary schedule. A certificated staff who submits
a degree from an unaccredited institution for the purpose
of receiving a pay increase may be: (1) fined $300 by
the Office of the Superintendent of Public Instruction;
and (2) required to pay back any increased compensation
received due to the degree.
Summary: A degree-granting institution operating in
Washington must: (1) be accredited by an accrediting
agency recognized by the United States Department of
Education; (2) have an application for accreditation
pending; or (3) have been granted awaiver or exemption
by the HECB from the accreditation requirement.

Offering or granting a "false academic credential” is
prohibited. A false academic credential is a document
that evidences or demonstrates that a person completed a
course of instruction or program beyond the secondary
level that was not issued by aninstitution: (1) accredited
by a nationally recognized accrediting agency; (2) that
has an accreditation application pending; or (3) that has
been granted a waiver or exemption by the HECB. A
person who offers or grants false academic credentials is
guilty of aclass C felony and also violates Washington's
Consumer Protection Act.

A person is prohibited from knowingly using afalse
academic credential to: (1) advertise or promote a busi-
ness; (2) obtain employment, a license or certificate, a
promotion, compensation or other employment benefit,
or admission to an education program in this state; or (3)
a position in government with authority over another
person. A person who knowingly uses a false academic
credential in violation of these provisions is guilty of a
gross misdemeanor.

Theterms"grant,” "offer,” and "operate” are defined.
"Grant" means award, bestow, confer, convey, sell or
give. "Offer" means, in addition to its usual meanings,
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advertise, publicize, or solicit. To "operate" means to
offer, for degree credit, courses (including via correspon-
dence or electronicaly) to any Washington location, to
grant or offer to grant degreesin Washington, or to main-
tain or advertise a Washington location, address, com-
puter server, or telephone number (except for the
purpose of communicating with alumni).

Votes on Final Passage:
House 98 O

Senate 49 O (Senate amended)

House (House refused to concur)
Senate (Senate receded)

Senate 46 O (Senate amended)

House 98 O (House concurred)

Effective: June 7, 2006

HB 2520
C209L 06

Recodifying and making technical corrections to public
disclosure law.

By Representative Nixon.

House Committee on State Government Operations &
Accountability

Senate Committee on Government Operations & Elec-
tions

Background: During the 2005 legislative session, abill

was enacted to recodify, amend, and reorganize the pub-

lic records disclosure statutes as a new chapter in state

law, to be cited as the Public Records Act (Act). Exemp-

tions from public disclosure were reorganized into sepa-

rate sections in the Act. The Act takes effect July 1,

2006.

Summary:  Public records disclosure exemptions
enacted in 2005 are recodified into the new Public
Records Act.

Voteson Final Passage:

House 9% 0

Senate 42 O

Effective: July 1, 2006

SHB 2537
C254L 06

Establishing a pilot program to allow employersto assist
employees in completing applications for industrial
insurance benefits.

By House Committee on Commerce & Labor (originally
sponsored by Representatives Conway, Condotta,
McCoy, Hudgins and B. Sullivan; by request of Depart-
ment of Labor & Industries).
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House Committee on Commerce & Labor
Senate Committee on Labor, Commerce, Research &
Development

Background: Industrial insurance is a no-fault state
workers compensation program that provides medical
and partial wage replacement benefits to covered work-
erswho are injured on the job or who develop an occupa
tional disease. Employerswho are not self-insured must
insure with the state fund operated by the Department of
Labor and Industries (Department).

When an accident occurs to aworker, the worker has
a duty under the Industrial Insurance Act to report the
accident "forthwith” to the employer or supervisor in
charge of the work. The employer, in turn, has a duty to
report the accident and resulting injury "at once" to the
Department if the worker has received medical treat-
ment, has been hospitalized or disabled from work, or
has died as the apparent result of the injury.

Workers must also file a claim application with the
Department or self-insured employer, together with a
certificate of the attending health services provider. The
attending provider must inform the worker of his or her
rights under the Industrial Insurance Act and assist the
worker in filing the claim application.

Since 2005 the Department has been required in stat-
ute to develop an initiative to encourage workers to
report industrial insurance injuries to the employer and
the employer, in turn, to report the injuries to the Depart-
ment. As part of theinitiative, the Department must take
steps to educate workers and employers about the bene-
fits of prompt reporting.

In addition, by December 1, 2006, the Department
must:

» develop and make statutory recommendations for an
aternative system of reporting injuries under which
the worker would report to the employer and the
employer would report to the Department. Upon
passage of such legislation, the Department must
immediately begin an educational effort to promote
this method of reporting; and

* report to the Legislature on astudy of: (1) the claims
that are not reported promptly, (2) the effect of the
educational initiative on whether the number of
clams reported to employers increased, whether
there was a reduction in delays in benefit payments,
and whether there was an improvement in employer
involvement in assisting with claims management
and an increase in appropriate return-to-work for
injured workers, and (3) the efforts of the Centers of
Occupational Health and Education in early report-
ing and early notification of employers.

Summary: The scope of the Department's initiative is
amended to include encouraging the employer to provide
assistance to the worker in completing the application for
compensation.

By January 1, 2007, the Department must implement
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apilot program in which employers assist workersin fil-
ing workers' compensation claims. The pilot program
does not replace the current method of reporting. The
pilot program expires on July 1, 20009.

The pilot program must consist of employers who
voluntarily participate and represent a cross-section of
industries, geographic areas, union and nonunion work-
ers, large and small businesses, and other criteria estab-
lished by the Department with input from business and
labor leaders. The Department must develop require-
ments or rules for employers who participate in the pilot
program, including provisions to ensure prompt report-
ing of the claim and communicating a worker's rights
and responsibilities under the pilot program.

During the first year of the pilot, the number of par-
ticipating employersislimited to 500. This number may
be increased to 750 during the second year of the pilot.
During the pilot program, the Department must consider
steps to address the unique needs and issues of small
employers.

The requirement for the Department to develop and
make statutory recommendations by December 1, 2006,
is eliminated and the due date for the Department's report
to the Legidature is extended to December 1, 2007, and
December 1, 2008. The report must include results from
the pilot program and whether additiona statutory
changes are needed.

Votes on Final Passage:

House 97 1
Senate 45 2

Effective: June 7, 2006

SHB 2538
C31L 06

Authorizing the department to request and superior court
to grant warrants pursuant to chapter 49.17 RCW.

By House Committee on Commerce & Labor (originaly
sponsored by Representatives Conway, Hudgins and
McCoy; by request of Department of Labor & Indus-
tries).

House Committee on Commerce & Labor
Senate Committee on Labor, Commerce, Research &
Development

Background: Under the federal Occupational Safety
and Health Act (OSHA), Washington is authorized to
assume responsibility for occupational safety and health
(the "state plan state" concept). The Washington Indus-
trial Safety and Health Act (WISHA) applies to most
workplacesin Washington. The WISHA is administered
and enforced by the Department of Labor and Industries
(Department), which adopts rules governing safety and
health standards for covered workplaces. The state's
industrial safety and health standards must be at least as

effective as those adopted under the OSHA for the state
to maintain its status as a state plan state.

To ensure compliance with WISHA, Department

representatives inspect workplaces and cite employers
for violations. Upon presenting appropriate credentials
to the owner, manager, operator or agent in charge of a
worksite, Department representatives have the authority
to enter aworksite at all reasonable times and conduct an
inspection.
Summary: The Legidature intends that inspections
ensure safe and healthful working conditions for every
person working in Washington and that inspections fol-
low the mandates of the federal and state constitutions
and the OSHA.

A Department representative must obtain consent
from the owner, manager, operator, or on-site person in
charge of aworksite when entering aworksite located on
private property. Entry must be at an entry point desig-
nated by the employer or, if there is no designated entry
point, at a reasonably recognizable entry point. In both
cases the entry must be done in a safe manner and must
be solely for the purpose of requesting consent. Advance
notice of the inspection is not required.

A Department representative is not prevented from
taking action consistent with a recognized exception to
the warrant requirements of federal and state law.

The Director of the Department may apply to a court
of competent jurisdiction for a search warrant authoriz-
ing access. The court is authorized to issue a search war-
rant.

Votes on Final Passage:

House 98 0
Senate 49 0

Effective: June 7, 2006

SHB 2543
C210L 06

Concerning the enhanced 911 advisory committee.

By House Committee on Technology, Energy & Com-
munications (originaly sponsored by Representatives
Kilmer, Crouse, Nixon, Hudgins, Morrell, Green and
Lantz; by request of Military Department).

House Committee on Technology, Energy & Communi-
cations

Senate Committee on Government Operations & Elec-
tions

Background: Enhanced 911 (E-911) automaticaly dis-
plays the caller's name, phone number, and location to a
911 operator. An E-911 system was established in Wash-
ington by referendum in 1991.

The E-911 coordinator is responsible for the imple-
mentation and operation of the E-911 system in the state.
The coordinator is assisted by the E-911 Advisory Com-
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mittee, appointed by the Adjutant General of the state
Military Department, which is composed of fire, safety,
utility, telecommunication, and loca government offi-
cials. The purpose of the E-911 Advisory Committee is
to assist and coordinate the counties' operation and con-
tinued advancement of E-911 systems that provide expe-
dient, reliable public access to emergency services
statewide. There are 27 members on the Advisory Com-
mittee.

The E-911 Advisory Committee is set to expire on
December 31, 2006.

Summary: The expiration date for the E-911 Advisory
Committee is extended to December 31, 2011.

A representative from a voice-over-internet protocol
company is added to the membership of the E-911 Advi-
sory Committee. The Committee must annually provide
an update on the status of E-911 servicein the state to the
appropriate committees of the Legisature.

Votes on Final Passage:

House 9% 0
Senate 47 O
House 9% 0

Effective: June 7, 2006

(Senate amended)
(House concurred)

HB 2544
C273L 06

Authorizing project loans recommended by the public
works board.

By Representatives P. Sullivan, Jarrett, Green, Dunsheg,
Upthegrove, McCoy, Ericks, Simpson, Schual-Berke,
Lantz, Ormsby, Springer, Kilmer and Kagi; by request of
Department of Community, Trade, and Economic Devel-
opment.

House Committee on Capital Budget
Senate Committee on Ways & Means

Background: The Public Works Assistance Account,
commonly known as the Public Works Trust Fund, was
created by the Legislature in 1985 to provide a source of
loan funds to assist local governments and specia pur-
pose districts with infrastructure projects. The Public
Works Board (Board), within the Department of Com-
munity, Trade, and Economic Development (CTED), is
authorized to make low-interest or interest-free loans
from the account to finance the repair, replacement, or
improvement of the following public works systems:
bridges, roads, water and sewage systems, and solid
waste and recycling facilities. All local governments
except port districts and school districts are eligible to
receive loans.

The account receives dedicated revenue from: utility
and sales taxes on water, sewer service, and garbage col-
lection; a portion of the real estate excise tax; and loan
repayments.
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The Public Works Assistance Account appropriation
is made in the state capital budget, but the project list is
submitted annually in separate legislation. The CTED
received an appropriation of $288.9 million from the
Public Works Assistance Account in the 2005-07 Capital
Budget. The funding is available for public works
project loans in the 2006 and 2007 |oan cycles.

Each year, the Board is required to submit a list of
public works projects to the Legidature for approval.
The Legislature may remove projects from the list, but it
may not add any projects or change the order of project
priorities. Legislative approval is not required for pre-
construction activities, planning loans, or emergency
loans.

The Board adopted two project lists for the 2006
loan cycle. The first list was adopted on August 16,
2005. Due to increased revenue projections released in
September of 2005, the Board adopted a second list of
projects on December 6, 2005.

Summary: As recommended by the Board, 51 public
works project loans totaling $181.7 million are autho-
rized for the 2006 loan cycle. The 51 authorized projects
fall into the following categories: (1) 11 domestic water
projects totaling $33.2 million; (2) 31 sanitary sewer
projects totaling $128.8 million; (3) three storm sewer
projects totaling $10.1 million; and (4) six road projects
totaling $9.6 million. The Board may reimburse for
expenses incurred prior to the execution of aloan agree-
ment if the project meets the following requirements: (1)
the project replaces awater line over a creek; and (2) the
project need and timeline are being determined by a state
agency and the city within its boundaries.

Votes on Final Passage:

House % O
Senate 45 O (Senate amended)
House 97 O (House concurred)

Effective: March 28, 2006

SHB 2553
C274L 06

Regulating service contracts and protection product
guarantees.

By House Committee on Financial Institutions & Insur-
ance (originally sponsored by Representatives Kirby and
Morrell; by request of Insurance Commissioner).

House Committee on Financia Institutions & Insurance
Senate Committee on Financia Institutions, Housing &
Consumer Protection

Background: Insurance and insurance transactions are
governed by the Insurance Code (Code). Among other
things, this Code requires: (1) that insurers meet certain
financial requirements; and (2) that agents, solicitors,
and brokers of insurance comply with specified licensing
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standards. Financial and criminal penalties may result
from noncompliance.

Certain transactions that fall within the definition of
insurance have been addressed by exemptions from the
Code or the creation of a specific regulatory structure.
Entities regulated under these chapters may not be
required to comply with the same capitalization and
reserve requirements, reporting and solvency oversight,
and claims handling practices as are required of an
insurer selling atraditional insurance product.

In 1990, the Legislature created a chapter in the
Code to regulate motor vehicle service contracts. A
motor vehicle service provider is required to have a
reimbursement insurance policy that covers al obliga
tions and liabilities incurred by the motor vehicle service
contracts issued by the provider.

In 1999, a chapter in the Code was created for the
regulation of service contracts. A service contract pro-
vider may choose one of the following options to ensure
that all obligations and liabilities are paid:

* insure its service contracts with a reimbursement
insurance policy;

* maintain areserve account that includes a portion of
the gross consideration received for al service con-
tracts and give the Insurance Commissioner (Com-
missioner) afinancial security deposit; or

* maintain or have the parent company maintain a net
worth or stockholder's equity of $100 million.

Summary: The chapter in the Code regulating service
contracts, is expanded to include motor vehicle service
contracts. Numerous definitions are created including a
definition of a protection product. "Protection product”
means any product offered or sold with a guarantee to
replace, repair, or pay incidental costs if it fails to per-
form as stated in a written contract. "Protection product
guarantee” is the written contract to repair, replace, or
pay the incidental costs. "Protection product guarantee
provider" isthe person or entity that is contractually obli-
gated to the purchaser of a"protection product.”

Registration. Service contract providers and protec-
tion product guarantee providers must register with the
Commissioner. Application procedures, requirements,
and fees are set forth. The Commissioner may suspend
or revoke the registration of a service contract provider
or a protection product guarantee provider for failure to
comply with the specific requirements.

Financial Responsibility for Service Contact Provid-
ers. In addition to the current financia responsibility
options, a service contract provider may use arisk reten-
tion group (RRG) to insure the contracts of a service
contract with a reimbursement insurer policy. A RRG
must be in full compliance with applicable state and fed-
eral laws and meet specific financial requirements. The
reimbursement policy must be filed with and approved
by the Commissioner.

Financial Responsibility for Protection Product

Guarantee Providers. Protection product guarantee pro-
viders must insure all protection products under a reim-
bursement insurer policy issued by an authorized insurer
or RRG. An RRG must bein full compliance with appli-
cable state and federal laws and meet specific financial
requirements. The reimbursement policy must be filed
with and approved by the Commissioner.

Financial Responsibility for Motor Vehicle Service
Contract Providers. Motor vehicle service contract pro-
viders must insure all motor vehicle service contracts
under a reimbursement insurer policy issued by an
authorized insurer or RRG. An RRG must be in full
compliance with applicable state and federal laws and
meet specific financial requirements.

Record-keeping. A service contract provider or pro-
tection product guarantee provider must keep accurate
accounts and records including:

 the name and address of the person who purchased a
protection product;

« alist of locations where the service contract or pro-
tection product is sold or marketed; and

» written claims files with the dates, amounts, and
descriptions of claims related to service contracts or
protection products.

Investigations. The Commissioner may investigate a
service contract provider and a protection product guar-
antee provider. Upon the Commissioner's request, the
service contract provider or protection product guarantee
provider must make the books, accounts, and records
available to the Commissioner. The Commissioner may
take actions to enforce the chapter and the Commis-
sioner'srules and orders.

Motor Vehicle Service Contract Form Filings - Gen-
erally. Motor vehicle service contracts must not be sold
or issued unless the form is filed with and approved by
the Commissioner. This does not apply to contracts
issued or sold by a motor vehicle manufacturer, an
import distributor, awholly owned subsidiary of amanu-
facturer, or awholly owned subsidiary of an import dis-
tributor.

Provisions Unique to Motor Vehicle Manufacturers,
Import Distributors, and Subsidiaries of Manufacturers
and Import Distributors. A motor vehicle service con-
tract does not have to be filed until 60 days after it is
used if it isissued or sold by a motor vehicle manufac-
turer, an import distributor, awholly owned subsidiary of
a manufacturer, or a wholly owned subsidiary of an
import distributor.

The service of process provision and many of the
registration requirements do not apply to a motor vehicle
manufacturer, an import distributor, awholly owned sub-
sidiary of a manufacturer, and a wholly owned subsid-
iary of animport distributor.

Audited financial statements are not required from
publicly traded motor vehicle manufacturers or publicly
traded import distributors.
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Motor Vehicle Service Contracts - Disclosures and
Consumer Protections. All motor vehicle service con-
tracts must include specific disclosures. All motor vehi-
cle service contracts must include information on how to
file a claim. Purchasers must be allowed to return the
contract within 30 days if no claim isfiled and receive a
full refund less a designated cancellation fee.

Consumer Protection Act. A violation of these pro-
visionsisaviolation of the Consumer Protection Act. A
purchaser of a service contract or guarantee protection
product may bring suit for aviolation.

Exemption from the Insurance Code. Persons sell-
ing and marketing service contracts and protection prod-
uct guarantees are not required to register with the
Commissioner unless they are service contract providers
or protection product guarantee providers.

Repeals. The chapter in the Code regulating motor
vehicle service contractsis repealed.

Votes on Final Passage:
House 97 1

Senate 48 O (Senate amended)
House 98 0 (House concurred)

Effective: October 1, 2006

HB 2562
C225L 06

Regulating flavored malt beverage.

By Representatives Wood, Conway, Fromhold and
Condotta; by request of Liquor Control Board.

House Committee on Commerce & Labor
Senate Committee on Labor, Commerce, Research &
Development

Background: Many flavored malt beverages (FMBS)
contain added flavoring derived from distilled spirits.
According to the Liquor Control Board, FMBs have been
on the market since 1996. According to beverage indus-
try reports from 2001 to 2003, FMBs account for 2.5 per-
cent to 2.7 percent of the national beer market.

Federa Standards. The former Alcohol, Tobacco
and Firearms Bureau (ATFB), now the Alcohol and
Tobacco Tax and Trade Bureau (TTB), is the federd
agency that regulates acohol manufacturers. Beer and
spirits are subject to different taxes, and breweries are
limited as to the types of products they may produce;
specifically, breweries may generaly produce only beer
and malt beverage products.

In 1996 the ATFB issued a ruling that acknowledged
that some FMBs contain significant amounts of distilled
spirits and stated that these and similar beverages could
continue to be produced and marketed as beer products.
At the time, the agency stated that it would pursue addi-
tional regulation of FMBsin the future.

In January 2005 the TTB adopted a federal standard
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that limits the percentage of flavorings containing alco-
hol that a malt beverage may contain in order for the
beverage to be considered a malt beverage, as opposed to
a spirit.  According to the TTB, this standard was
adopted in part at the request of state authorities con-
cerned about varying state standards.

The new TTB standard requires that FMBs fall into
one of the following two categories in order to continue
to be taxed and treated as a beer or brewed beverage
product:

« malt beverages that contain no more than 6 percent
acohol by volume; these beverages may derive no
more than 49 percent of their alcohol content from
flavorings and other non-beverage ingredients; or

e malt beverages that contain more than 6 percent
acohol by volume: not more than 1.5 percent of the
volume of the finished product may consist of alco-
hol derived from flavors and other non-beverage
ingredients containing alcohol.

States are not required to follow the TTB standard
and may take a different view concerning the classifica-
tion and taxation of FMBs under state law.

State Law. "Spirits' are defined as any beverage
which contains acohol obtained by distillation. Under
this definition, some FMBs are "spirits,”" not beer.

State law regulates and taxes beer and spirits differ-
ently:

Beer.

* Beer may be sold for off-premises consumption at
grocery stores, convenience stores, and beer and
wine specialty shops.

* Beer brewers and wholesalers are subject to an
excise tax, which currently equals $8.08 per 31 gal-
lon barrel, with alower rate imposed on sales of less
than 60,000 barrels. Beer is aso subject to local
sales tax.

« In fiscal year 2005, the state revenue from the beer
excise tax was $29,085,900.

Spirits.

e Spirits may be sold for off-premises consumption
only through liquor stores.

» All spirits sold are subject to a $2.44 per liter tax
plus a sales tax of 20.5 percent for sales to consum-
ersor 13.7 percent for salesto restaurant licensees.

« Infiscal year 2005, the state revenue from the liquor
liter tax was $77,124,000. Revenue from the state
liquor sales tax was $74,102,000.

Summary: State law is amended to incorporate defini-
tions for FMBs similar to the standard adopted by the
Alcohol and Tobacco Tax and Trade Bureau for FMBs.
The definition of "beer" includes a "flavored malt
beverage" which meets one of the following criteria:

e contains no more than 6 percent alcohol by volume
and derives no more than 49 percent of its alcohol
content from distilled spirits contained in flavorings
and other non-beverage materials; or
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¢ contains more than 6 percent alcohol by volume and
derives no more than 1.5 percent of the beverage's
overal acohol content from distilled spirits con-
tained in flavorings and other non-beverage materi-
als.
The definition of "spirits" expressly excludes FMBs.

Votes on Final Passage:

House 9% 1
Senate 46 0

Effective: June 7, 2006

HB 2567
C 188 L 06

Providing provisions for methamphetamine precursors.

By Representatives Wallace, Ericks, Morrdll, Kilmer,
Lovick, Campbell, Green, Lantz, Springer and Moeller.

House Committee on Criminal Justice & Corrections
Senate Committee on Judiciary

Background: Precursor drugs are substances that can
be used to manufacture controlled substances. For
example, anhydrous ammonia, ephedrine, pseudoephe-
drine, and phenylpropanolamine are common precursor
items that are often used to illegally manufacture meth-
amphetamine. Methamphetamine is a highly addictive
substance that affects the central nervous system.

In 2001, legidation was enacted that placed restric-
tions on the sale and distribution of ephedrine, pseu-
doephedrine, or phenylpropanolamine. The legidation
instituted a number of measures including: providing
reporting and record keeping requirements for the sale of
these precursor substances; restricting the retail sale of
the precursor substances; and limiting the quantity that a
person may pOoSSess.

lodine is another precursor drug that can be used to
manufacture methamphetamine. lodine is used legally
for avariety of commercial and medical purposes. It is
widely available and can be used legitimately as a

o derivative used to make chemicals and polymers,
sanitation and cleaning compounds, pharmaceuti-
cals, nylon fibers, dyes and ink, and photographic
film;

» developer to help crime scene investigators discover
latent fingerprints on paper surfaces,

* nutritional supplement in table salt;

e common ingredient in dietary supplements for live-
stock;

» element in the production of an electric light bulb;

o water purification and swimming pool sanitization
chemical; and

* topical antiseptic for humans, horses, and cattle after
the crystals are made into iodine tincture.

lodine crystals may be purchased from a variety of
businesses. Crystals typically are available for sale at

chemical supply stores, feed and tack stores, and veteri-
nary clinics and suppliers. lodine also is widely avail-
able on the Internet.

lodine is aso frequently used illegally to produce
high quality methamphetamine. Methamphetamine pro-
ducers use iodine crystals to produce hydriodic acid, the
preferred reagent in the ephedrine and pseudoephedrine
reduction method of methamphetamine production.

Methylsulfonylmethane (also known as MSM) is
commonly used as a nutritional supplement for horses
and humans. Methamphetamine produced in Mexico
and southwestern states is commonly cut with MSM — a
white powder with alow melting point. It is highly solu-
ble and readily mixeswith most substances without leav-
ing a residue, making it a suitable cutting agent for
methamphetamine.

A gross misdemeanor offense is punishable by
imprisonment of not more than one year in jail, or by a
fine of not more than $5,000, or both. A misdemeanor
offense is punishable by imprisonment in the county jail
for a maximum term of not more than 90 days, or by a
fine of not more than $1,000, or both.

Summary: It isa gross misdemeanor offense to know-
ingly purchase in a 30-day period or possess any quantity
of iodinein its e emental form, an iodine matrix, or more
than two pounds of methylsulfonylmethane (MSM).

The penalties do not apply to the following individu-

as:

* aperson who possesses iodine in its elemental form
or an iodine matrix as a prescription drug, under a
prescription issued by alicensed veterinarian, physi-
cian, or advanced registered nurse practitioner;

» aperson who possesses iodine in its elemental form,
an iodine matrix, or any quantity of MSM in its pow-
der form and is actively engaged in the practice of
animal husbandry of livestock;

* aperson who possesses iodine in its elemental form
or an iodine matrix in conjunction with experiments
conducted in a chemistry-related laboratory main-
tained by a school, manufacturing facility, govern-
ment agency, or research facility in the course of
lawful business activities;

* aveterinarian, physician, advanced registered nurse
practitioner, pharmacist, retail distributor, whole-
saler, manufacturer, warehouseman, or common car-
rier, or an agent of any of these personsin the regular
course of lawful business activities; or

» anyone working in a general hospital in the regular
course of employment at the hospital.

The Washington State Patrol must develop aform to
be used in recording transactions involving iodine in its
elemental form, an iodine matrix, or MSM. A person
who purchases any quantity of iodine in its elemental
form, an iodine matrix, or any quantity of MSM must
present an identification card or driver's license before
purchasing the item. A person who sells or otherwise
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transfers any quantity of iodine or MSM to an authorized
person must record each sale or transfer. The record
must be retained by the person for at least three years.
Any law enforcement agency may request access to the
records. Failure to make or retain a required record is a
misdemeanor offense. Failure to comply with a request
for accessto records is a misdemeanor offense.

"lodine matrix" is defined as iodine at a concentra-
tion greater than 2 percent by weight in amatrix or solu-
tion. "Matrix" means something, as a substance, in
which something else originates, develops, or is con-
tained. "Methylsulfonylmethane" or MSM means MSM
in its powder form only, and does not include products
containing MSM in other forms such as liquids, tablets,
capsules not containing MSM in pure powder form, oint-
ments, creams, cosmetics, foods, and beverages.

Votes on Final Passage:
House 922 3

Senate 46 0
House 9% 1

Effective: June 7, 2006

(Senate amended)
(House concurred)

SHB 2569
C275L 06

Lowering the interest rate for the property tax deferral
program.

By House Committee on Finance (originally sponsored
by Representatives Morrell, Roach, Campbell, Williams,
Kilmer, Clibborn, Conway, Blake, Eickmeyer,
Flannigan, Wallace, Roberts, Upthegrove, McCoy,
McDonald, Green, Dickerson, Lantz and Springer).

House Committee on Finance
Senate Committee on Ways & Means

Background: Some senior citizens and persons retired
dueto disability are entitled to property tax relief on their
principal residences. To qualify, a person must be 61 in
the year of application or retired from employment
because of a physical disability, own his or her principal
residence, and have a disposable income of less than
$35,000 a year. Persons meeting these criteria are enti-
tled to partial property tax exemptions and a valuation
freeze. Eligible persons of age 60 with incomes lessthan
$40,000 may defer taxes.

Taxes that are deferred become a lien against the
property and accrue interest at 8 percent per year. |If
deferred taxes are not repaid within three years after the
claimant ceases to own and live in the residence, thelien
will be foreclosed and the residence sold to recover the
taxes.

Summary: The interest rate on deferred property taxes
is reduced to 5 percent. The Department of Revenue is
required to study and report on the adequacy and appro-
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priateness of the interest rate in accomplishing the intent
of the property tax deferral program.

Votes on Final Passage:

House 95 1
Senate 49 0

Effective: June 7, 2006

E2SHB 2572
C255L 06

Establishing the small employer health insurance part-
nership program.

By House Committee on Appropriations (originaly
sponsored by Representatives Morrell, Clibborn, Green,
Flannigan, Eickmeyer, Conway, Dickerson, Blake, Cody,
Wallace, Roberts, Appleton, Hasegawa, McCoy, Lin-
ville, Simpson, Chase, Darneille, O'Brien, Murray, B.
Sullivan, Ormsby, Springer, Moeller and Kagi).

House Committee on Health Care

House Committee on Appropriations

Senate Committee on Health & Long-Term Care
Senate Committee on Ways & Means

Background: Recent rapid increases in the cost of
health care have made it difficult for small employers to
afford to provide coverage for their employees health
care coverage. The percentage of small employers pro-
viding health care coverage for their employees has
declined over the past several years. The Health Care
Authority provides subsidized health coverage for low-
income individuals who meet income eligibility stan-
dards through the Basic Health Plan.

Summary: A Small Employer Health Insurance Part-
nership Program is established in the Health Care
Authority. 1t will provide premium subsidies to eligible
employees who are employed by an employer who offers
health coverage that has an actuarial value equivaent to
that of the Basic Hedth Plan benefit, and the small
employer agreesto pay at |east 40 percent of the monthly
premium cost for their employees.

The Department of Social and Health Services is
directed to submit a request to the federal Department of
Health and Human Services for a state Children’'s Health
Insurance Program section 1115 demonstration waiver to
seek authorization to draw down Washington's unspent
state Children's Health Insurance Program allotment to
finance Basic Health Plan coverage for parents of chil-
dren enrolled in Medicaid or the state Children's Health
Insurance Program. Authority is also sought to use the
state savings to finance an expansion of the Basic Health
Plan or subsidies under the Small Employer Health
Insurance Partnership Program.
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Votes on Final Passage:

House 57 41

Senate 42 5 (Senate amended)

House (House refused to concur)
Senate (Senate receded)

Senate 25 23

Effective: June 7, 2006

SHB 2573
C 103 L 06

Adopting health information technology to improve
quality of care.

By House Committee on Health Care (originally spon-
sored by Representatives Morrell, Wallace, Clibborn,
Cody, Flannigan, Simpson, Green, Ormsby, Springer,
Kilmer, Moeller, Kagi and Conway; by request of
Governor Gregoire).

House Committee on Health Care
Senate Committee on Health & Long-Term Care

Background: The State Health Care Authority (Author-
ity) is the agency that administers state employee insur-
ance benefits and the Basic Health Plan, which is the
state subsidized health insurance program for low
income persons. The Authority is aso generally respon-
sible for coordinating the study and implementation of
state initiatives regarding health care cost containment.
This includes using evidence-based medicine in its con-
tracts in order to develop performance measures and
financial incentives related to chronic disease and health
information technology.

In 2005, the Authority established the Washington
Health Information Infrastructure Advisory Board
(Board). The Authority must collaborate with the Board
to develop a strategy for the adoption and use of elec-
tronic medical records and health information technolo-
gies. The Authority and the Board have issued their
preliminary report and the final report is due December
1, 2006.

Summary: When contracting for state-purchased health
care and considering options for cost containment and
delivery alternatives in state-purchased health care pro-
grams, the Authority must promote and increase the
adoption of health information technology systems by
hospitals, integrated delivery systems, and providers.
The Authority may achieve this through reimbursement
and state headth purchasing strategies as well as pilot
studies. The health information technology systems
must:

 facilitate diagnosis or treatment;

* reduce unnecessary duplication of medical tests;

» promote efficient electronic physician order entry;

* increase access to health information for consumers

and their providers; and

« improve health outcomes.

The Authority must coordinate a strategy for the
adoption of health information technology systems based
on the final report and recommendations of the Authority
and Board due in December 2006. It is the stated intent
of the act to encourage all hospitals, integrated delivery
systems, and providers to adopt health information tech-
nologies by 2012.

The Authority is authorized to accept grants, gifts,
and other payments to implement authorized initiatives
and strategies.

The Department of Corrections (Department) must
create a demonstration project to establish an integrated
eectronic health records system to facilitate and expe-
dite the transfer of inmate health information between
state and local correctiona facilities, if funded in the
state budget. The project must be created with one
county jail system, one city jail system located within
that county, and one state prison. By December 2006,
the Department must provide recommendations to the
Legidature regarding the implementation of a statewide
integrated electronic health records system for correc-
tiona facilities. The recommendations must include
information from other demonstration projects about
costs, anticipated savings, benefits, and required statu-
tory changes.

Votes on Final Passage:

House 7S 23
Senate 45 2 (Senate amended)
House 83 12 (House concurred)
Effective: June 7, 2006
E2SHB 2575
PARTIAL VETO
C 307L 06

(Establishing a health technology clinical committee.

By House Committee on Appropriations (originally
sponsored by Representatives Cody, Morrell and
Moeller; by request of Governor Gregoire).

House Committee on Health Care

House Committee on Appropriations

Senate Committee on Health & Long-Term Care

Senate Committee on Ways & Means

Background: The Agency for Healthcare Research and
Quality (AHRQ) is the health services research arm of
the U.S. Department of Health and Human Services
(DHHS). Its mission is to improve the quality, safety,
efficiency, and effectiveness of health care for all Ameri-
cans. The AHRQ sponsors and conducts research that
provides evidence-based information on health care out-
comes, quality, cost, and access for use by health care
decision makers, including patients, clinicians, health
system leaders, federal and state policymakers, and oth-
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ers. In 1997, it launched its initiative to promote evi-
dence-based practice in everyday health care through
establishment of 12 Evidence-based Practice Centers
(EPCs). The EPCs develop evidence reports and tech-
nology assessments on topics relevant to clinical, social
science/behavioral, economic, and other health care
organization and delivery issues, specifically those that
are common, expensive, and/or significant for the Medi-
care and Medicaid populations. With this program, the
AHRQ became a "science partner" with private and pub-
lic organizations in their efforts to improve the quality,
effectiveness, and appropriateness of health care by syn-
thesizing the evidence and facilitating the trandation of
evidence-based research findings.

The EPC program is a user-driven research partner-
ship with private and public sector organizationsto facil-
itate the trandation and dissemination of research
findings to the memberships and other target audiences
of the partner organizations. These include federal and
state agencies, private sector professional societies,
health delivery systems, providers, payers, and others
committed to evidence-based health care. Topics of
interest identified by these partners may address clinical,
social science/behavioral, economic, and other health
care organization and delivery issues. They generaly
are common, expensive, and otherwise significant topics
for Medicare, Medicaid, or other special populations.

Since the start of the program in 1997, the EPCs
have conducted more than 100 systematic reviews and
analyses of the literature on a wide spectrum of topics.
The major products of the program are evidence reports,
including comprehensive and more focused systematic
reviews and technology assessments. These are based on
rigorous syntheses and analyses of scientific literature.

In June 2002, the AHRQ announced the award of a
second round of five-year contracts to the following 13
EPCs:

Blue Cross and Blue Shield Association Technical

Evaluation Center, Chicago, IL;

Duke University, Durham, NC;

ECRI (formerly Emergency Care Research Insti-

tute), Plymouth Meeting, PA;

Johns Hopkins University, Baltimore, MD;

McMaster University, Hamilton, Ontario, Canada;

Oregon Health & Science University, Portland, OR;

Research Triangle Ingtitute International-University

of North Carolina, Chapel Hill, NC;

Southern California Evidence-based Practice Center

Research and Development, Santa Monica, CA;

Stanford University, Stanford, and University of Cal-

ifornia, San Francisco, CA;

Tufts-New England Medical Center, Boston, MA;

University of Alberta, Edmonton, Alberta, Canada;

University of Minnesota, Minneapolis, MN; and

University of Ottawa, Ottawa, Canada.
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The 13 EPCs under contract to the AHRQ produce
science syntheses, evidence reports and technology
assessments that provide public and private organiza-
tions the foundation for developing and implementing
their own practice guidelines, performance measures,
educational programs, and other strategies to improve
the quality of health care and decision making. The evi-
dence reports and technology assessments also may be
used to inform coverage and reimbursement policies.

In 2003, the Legidature directed the Hedth Care
Authority (HCA) to establish an evidence-based pre-
scription drug program. The program includes an inde-
pendent pharmacy and therapeutics committee and a
contract with one of the 13 EPCs established by the fed-
eral government to conduct the scientific review of pre-
scription drug classes for the State Preferred Drug List.

Also in 2003, the Legidature directed the HCA to
coordinate state agency effortsto develop and implement
uniform policies to ensure prudent, cost-effective health
services purchasing, maximize administrative efficien-
cies, improve the quality of care provided, and reduce
administrative burdens on hedth care providers. The
polices include: (1) health technology assessment; (2)
monitoring health outcomes; (3) developing a common
definition of medical necessity; and (4) developing com-
mon strategies for disease management and demand
management.

Summary: The Evidence-Based Health Technology
Assessment Program (Program) is established. It will
conduct systematic reviews of scientific and medical lit-
erature, establish a statewide health technology clinical
committee, and fund evidence-based health technology
assessments.  The Program will also develop methods
and processes to track health outcomes and other data
across state agencies and provide transparent access to
the scientific basis of coverage decisions and treatment
guidelines. The health technology assessments may be
performed at federally designated assessment centers or
other appropriate entity. The membership of the clinical
committee is specified, and members must disclose any
conflicts of interest. Meetings of the clinical committee
are subject to the Open Public Meetings Act. The Pro-
gram does not apply to state-purchased health care pur-
chased through health carriers. Participating state
agencies will comply with clinical committee recom-
mendations, unless they violate federal law or regula-
tions, or state law.

The number of technologies that may be reviewed in
the first year of operations is limited to six, and in the
second year to eight. The Health Technology Committee
must make determinations consistent with decisions
made by Medicare and by expert treatment guidelines,
unless the Committee concludes that substantial evi-
dence supports a contrary determination. Enrollees and
clients of state purchased health care programs may
serve on ad hoc advisory committees. An appeals pro-
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cess is established for patients, providers, and stakehol d-
ers to appeal determinations of the Health Technology
Committee.

Votes on Final Passage:

House 72 26
Senate 48 O (Senate amended)
House 97 1 (House concurred)

Effective: June 7, 2006

Partial Veto Summary: The Governor vetoed the
requirement that the Administrator of the Health Care
Authority establish a process for patients, providers, and
other stakeholders to appeal coverage determinations of
the health technology clinical committee.

VETO MESSAGE ON E2SHB 2575
March 29, 2006

To the Honorable Speaker and Members,
The House of Representatives of the Sate of Washington

Ladies and Gentlemen:
I am returning, without my approval as to Section 6,
Engrossed Second Substitute House Bill No. 2575 entitled:

“AN ACT Relating to establishing a state health technology

assessment program.”

| strongly support ESSHB No. 2575 and particularly itsinclu-
sion of language that protects an individual’s right to appeal.
Section 5(4) of the bill states that 'nothing in this act diminishes
an individual’s right under existing law to appeal an action or
decision of a participating agency regarding a state purchased
health care program. Appeals shall be governed by state and
federal law applicable to participating agency decisions.' This
is an important provision and one that | support whole-heart-
edly.

| am, however, vetoing Section 6 of this bill, which establishes
an additional appeals process for patients, providers, and other
stakeholders who disagree with the coverage determinations of
the Health Technology Clinical Committee. The health care pro-
vider expertise on the clinical committee and the use of an evi-
dence-based practice center should lend sufficient confidence in
the quality of decisions made. Where issues may arise, | believe
the individual appeal process highlighted above is sufficient to
address them, without creating a duplicative and more costly
process.

In the implementation of this bill, | expect the Health Care
Authority, with the cooperation of participating agencies, to
facilitate a timely and transparent process, to prioritize and
manage the review of technologies within appropriated funds,
and to meaningfully consider stakeholder feedback regarding
the program and appeals processes. | further expect that the
implementation of the Health Technology Assessment Program
will be consistent with sound methods of assessment and the
principles of evidence-based medicine.

| appreciate the Legidature's passage of this bill and have full
confidence that it will help ensure that Washingtonians receive
health care services that are safe and effective.

For these reasons, | have vetoed Section 6 of ESSHB No.
2575.

With the exception of Section 6, ESSHB No. 2575 is approved.

Respectfully submitted,

e .

Christine O. Gregoire
Governor

SHB 2576
C138L 06

Creating sexual assault protection orders.

By House Committee on Judiciary (originally sponsored
by Representatives Williams, Green, O'Brien, Kirby,
Hunt, Ericks, Simpson, Lovick, McCoy, Lantz, Ormsby,
Springer and Conway).

House Committee on Judiciary
Senate Committee on Judiciary

Background: There are severa types of orders a court
may grant that restrict a person's ability to have contact
with another person. Although thereis potential overlap,
the orders generally differ in who they apply to and in
what context. For example, no-contact orders are avail-
able in criminal proceedings and may be imposed as a
condition of release or sentence. Domestic violence pro-
tection orders are civil orders and apply to victims of
domestic violence committed by family or household
members, including persons in dating relationships.
Anti-harassment orders are civil orders and may be
obtained by a person who is the victim of on-going con-
duct that is considered seriously annoying, alarming, or
harassing.

For domestic violence protection orders, the supe-
rior, district, and municipal court jurisdiction all have
jurisdiction to issue an order. However, district and
municipal courts is limited under certain circumstances,
such as when the superior court has a pending family law
action involving the parties.

Generdly, it is a gross misdemeanor if the person to
be restrained knows of the order and violates certain
restraint provisions in the order. However, a violation
may be a class C felony under certain circumstances,
such as if the person violating the order has two prior
convictions for violations.

Summary: A new civil order is created called the sex-
ual assault protection order (SAPO).

Filing a Petition. A person who is a victim of non-
consensual sexual conduct or nonconsensual sexual pen-
etration, including a single incident, may file a petition
for aSAPO. A third party may file on behalf of avictim
who is a minor child, a vulnerable adult, or any other
adult who cannot file the petition due to age, disability,
health, or inaccessibility. A person 16 years old or older
may file a petition on his or her own behalf. The court
need not appoint a guardian or guardian ad litem on
behalf of arespondent who is 16 years old or older.

The petition must be accompanied by an affidavit
stating specific statements or actions made at the time of
the sexual assault or subsequently thereafter that give
rise to areasonable fear of future dangerous acts.

The petitioner must file the action in the county or
municipality where the petitioner resides. Jurisdiction
over these orders is the same as court jurisdiction over
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domestic violence protection orders. No filing fee may
be charged.

Service of Process and Hearings. Upon receipt of
the petition, the court must order a hearing no later than
14 days from the date of the order. Personal service must
be made upon the respondent not less than five court
days before the hearing. If timely persona service can-
not be made, the court must set a new hearing date and
require additional service attempts.

The court may order a hearing by telephone to
accommodate a disability or, in exceptional circum-
stances, to protect a petitioner. The court may appoint
counsel to represent the petitioner if the respondent is
represented by counsel.

Procedures are established regarding the admissibil-
ity of evidence regarding the petitioner's prior sexual
activity or reputation.

Ex Parte Temporary Orders and Final Orders. If the
court finds by a preponderance of the evidence that the
petitioner has been a victim of nonconsensual sexual
conduct or nonconsensual sexual penetration by the
respondent, the court must issue a SAPO.

To obtain an ex parte temporary SAPO, the peti-
tioner must show that there is good cause to grant the
remedy, regardless of prior service of process or notice
upon the respondent because the harm which the order is
intended to prevent would likely occur if the respondent
were given any prior notice or greater notice than was
actually given. An ex parte temporary SAPO order is
effective for afixed period not to exceed 14 days. A full
hearing must be set within that 14 day period.

Generdly, a final SAPO is effective for a fixed
period of time not to exceed two years. However, the
duration of an order may vary when entered in conjunc-
tion with a criminal proceeding. The order may be
extended one or more times.

Relief Granted in the Order. The court may prohibit
the respondent from having any contact, including non-
physical contact, with the petitioner directly, indirectly,
or through third parties. The court must consider certain
factors in cases where the petitioner and respondent are
under the age of 18 and attend the same elementary, mid-
dle, or high school.

A petitioner must not be denied a SAPO because the
petitioner is a minor or because the petitioner did not
report the assault to law enforcement. The court may not
require proof of physical injury. In addition, the court
may not deny relief based on evidence that the respon-
dent or the petitioner was voluntarily intoxicated or evi-
dence that the petitioner engaged in limited consensual
sexual touching.

Other Provisions. Violations of a SAPO are punish-
able under the penalty provision governing domestic vio-
lence protection orders. Various statutes that recognize
domestic violence protection orders are amended to
include sexual assault protection orders.
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An ex parte temporary order is not admissible in a
subsequent civil action for damages arising from the
conduct alleged in the petition or order.

"Sexual conduct," "sexual penetration,” and "non-
consensual" are defined. Other provisions are estab-
lished, including provisions for keeping a petitioner's
addresses confidential in court filings, modifying the
terms of an order, establishing the role of sexual assault
victim advocates, and requiring that, by September 1,
2006, the Administrative Office of the Court create stan-
dardized forms and informational brochures for sexual
assault protection orders.

Votes on Final Passage:
House 97 O

Senate 47 O (Senate amended)

House (House refused to concur)
Senate (Senate receded)

Senate 45 O (Senate amended)

House 98 O (House concurred)

Effective: June 7, 2006

EHB 2579
C113L 06

Requiring classroom-based civics assessments.

By Representatives Upthegrove, Lantz, Dickerson,
Appleton, Morrell, Hasegawa, Quall, Hunter, Haler,
O'Brien, Murray, Hunt, Schual-Berke, Ormsby, Springer
and Moedller.

House Committee on Education
Senate Committee on Early Learning, K-12 & Higher
Education

Background: The gods of the Basic Education Act
include providing students with opportunities to develop
the knowledge and skills essentia to know and apply the
core concepts and principals of, among other subjects,
civics, history, and geography. The Superintendent of
Public Instruction (SPI) must develop Essential Aca
demic Learning Requirements (EALR'S) in line with
these goals.

Students in elementary, middle, and high school are
required to learn the state's EALRs in social studies. The
State Board of Education's regulations define social stud-
ies to include history, geography, and civics. By the
2008-09 school year, school districts must have assess-
ments or other strategies in place to ensure their students
have had an opportunity to learn the EALRs in socia
studies.

Washington law requires students to study the state
and federa Constitutions before graduating from the
state's public or private schools. In addition, public
schools are required to have flag exercises at the start of
the day, observe Temperance and Good Citizenship Day
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on January 16, and provide educationa activities in
observance of Veteran's Day.

Summary: Social studies is defined to include history,
geography, civics, economics, and socia studies skills.
Beginning with the 2008-09 school year, studentsin
grades 4, 5, 7 or 8, and 11 or 12 will complete a class-
room-based assessment in civics. Digtricts have the
option of selecting their assessment from a list provided
by the Office of the Superintendent of Public Instruction
(OSPI) of approved assessments. School districts must
submit a verification report to the OSPI documenting the
districts use of a classroom-based assessment in civics.
The Office of the Superintendent of Public Instruc-
tion (OSPI) is directed to work with the county auditors
offices of up to 15 selected counties to develop a civics
curriculum pilot project. The curriculum must include,
but is not limited to: (1) local government organization;
(2) discussion of ballot measures, initiatives, and refer-
enda; (3) the role of precincts in defining ballots, candi-
dates, and political activities; (4) the roles and
responsibilities of taxing jurisdictions in establishing
ballot measures; and (5) the work of conducting elec-
tions. The OSPI is directed to develop a curriculum
guide that incorporates ideas from other Washington civ-
ics education programs. The pilot project will operate
for the 2006-07 and 2007-08 school years. The OSPI
will provide an interim report to the Legislature by
December 1, 2008, and a fina report by December 1,
2009, regarding the results of the projects and recom-
mendations, if any, for expansion of the project.

Voteson Final Passage:

House 83 15
Senate 4 1 (Senate amended)
House 76 19 (House concurred)

Effective: June 7, 2006

2SHB 2583
C308L 06

Regarding community and technical college part-time
academic employee health benefits.

By House Committee on Appropriations (originaly
sponsored by Representatives Kenney, Cox, Conway,
Hasegawa, Roberts, Appleton, Upthegrove, Morrell,
Linville, Hunt, Dickerson and Ormsby).

House Committee on Higher Education & Workforce
Education

House Committee on Appropriations

Senate Committee on Labor, Commerce, Research &
Development

Senate Committee on Ways & Means

Background: Part-time academic employees at com-

munity and technical colleges who work half-time or

more are eligible for heath benefits beginning the sec-

ond consecutive quarter they are employed half-time or
more. They are also eligible for health benefits over the
summer quarter even if they work less than half-time, as
long as they have worked half-time or more in three of
the four quarters preceding the summer quarter.
However, if an employee works less than half-time
for one quarter, that employee loses benefit coverage for
that quarter as well as for the following summer quarter.

Summary: Part-time academic employees at commu-
nity and technical colleges who have established eligibil-
ity for health care benefits are eligible for continuation of
their health care benefits over the summer if they have
worked an average of half-time or more in each of the
preceding two academic years through employment at
one or more community or technical college districts.
Uninterrupted health care benefits for a part-time
academic employee at a community or technical college
are maintained as long as the employee continues to
work at least three of the four quarters of the academic
year with an average academic workload of half-time or
more. Continuous health care benefit coverage ceases at
the end of the academic year if the employee has not
maintained at least a half-time average academic work-
load over three of the four quarters of the academic year.
Employers must notify part-time academic employ-
ees of their potential right to benefits, and the employees
must notify their employers of their potential eigibility.
The State Board for Community and Technical Colleges
must report to the Legislature by November 15, 2009, on
the feasibility of eliminating the employee reporting
requirement.
Votes on Final Passage:

House 98 0
Senate 46 O

Effective: June 7, 2006

SHB 2596
C162L 06

Modifying provisions for the cosmetology apprentice-
ship program.

By House Committee on Commerce & Labor (originaly
sponsored by Representatives Kenney, McDonald,
Conway, Wood, Hasegawa, Hudgins, Rodne, McCoy,
Morrell and Ormshby).

House Committee on Commerce & Labor
Senate Committee on Labor, Commerce, Research &
Development

Background: Generaly, individuals training for a
license in cosmetology, barbering, esthetics, or manicur-
ing must attend a cosmetology school licensed by the
Department of Licensing (Department). The require-
ments for becoming licensed as a cosmetologist include
graduating from alicensed cosmetology school and pass-
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ing an examination.

In 2003, a pilot program was established for cosme-
tology apprenticeships, with up to 20 participating
salons. Under the pilot program, individuals may
become licensed in cosmetology, barbering, esthetics, or
manicuring by successfully completing a state-approved
apprenticeship program and passing the appropriate
licensing examination. Apprentices are alowed to
receive wages while in the pilot program.

The Department adopted various rules related to the
apprenticeship pilot program including rules requiring
participating salon/shops to keep certain apprentice
records, establishing training requirements, requiring
participating salon/shops to post a notice to consumers,
and requiring apprentices to wear identification visibleto
the public.

An advisory committee, coordinated by the Wash-
ington State Apprenticeship and Training Council
appointed by the Department of Labor and Industries, is
responsible for coordinating the apprenticeship pilot pro-
gram and presenting a report to the Legidature. The
apprenticeship pilot program expires July 1, 2006.

Summary: The cosmetology apprenticeship pilot pro-
gram is extended until July 1, 2008. The program's advi-
sory committee must submit an updated report, including
an evaluation of the effectiveness of the program, to the
appropriate committees of the Legislature by December
31, 2007. Anintent statement outlines additional evalua-
tion criteria, including the number of apprentices who
complete the program and pass the licensing examina-
tion and a formal review of any impact that the expan-
sion of the program may have on the enrollment of
traditional cosmetology schools.

Votes on Final Passage:
House 98 O

Senate 48 0
House 9% 0

Effective: June 7, 2006

(Senate amended)
(House concurred)

HB 2606
C211L 06

Allowing volunteer fire fighter personnel to hold elective
or appointed office.

By Representatives Curtis, Takko, Orcutt, McDonald,
Grant, Hinkle, Clements, Moeller, Chandler, Wallace,
Tom, Kretz, Nixon, Blake, Kessler, Rodne, Haigh, B.
Sullivan and Morrell.

House Committee on Local Government
Senate Committee on Government Operations & Elec-
tions

Background: The Common Law Dactrine of "Incom-
patible Public Offices." The Washington courts have
long recognized a common law doctrine known as the
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"doctrine of incompatible public offices." In applying
the doctrine, the courts have held that public offices are
incompatible when the nature and duties of the offices
are such asto render it improper, in light of public policy,
for one person to retain both. Typicaly, the courts have
found public offices to be incompatible when one office
is either subordinate to, or subject to the statutory author-
ity of, the other. However, under Washington law, such
common law doctrines may be superseded by statute.

The courts have determined that a firefighter
employed by a fire department does in fact hold a public
office for the purposes of the doctrine of incompatible
public offices. Although the courts have not considered
whether a volunteer firefighter is a public officer, the
Office of the Attorney Generd issued an opinion finding
that volunteer firefighters are public officers and there-
fore subject to the doctrine.

Statutes Superceding the Doctrine of Incompatible
Offices. Pursuant to a statute that supercedes the com-
mon law doctrine of incompatible public offices, any city
or town may adopt aresolution by atwo-thirds vote of its
full legidative body authorizing any of the members of
that body to serve as volunteer fire fighters, volunteer
ambulance personnel, or reserve law enforcement offic-
ers. A similar statute allows a member of the board of a
fire protection digtrict to serve as volunteer firefighter
within the district.

Summary: A volunteer fire fighter working for a city,
town, or fire protection district is authorized to serve as
an elected public officia or hold an appointed public
office, provided there is no legal prohibition preventing
him or her from taking office. This authorization does
not apply to afire chief.

"Volunteer" is defined to mean any member of afire
department who undertakes firefighting duties without
receiving compensation or consideration for such duties.
"Compensation” and "consideration™ do not include any
benefits the volunteer may accrue regarding pension
rights and other relief available to volunteer fire fighters.

Votes on Final Passage:

House 9% O
Senate 45 0
House 97 O

Effective: June 7, 2006

(Senate amended)
(House concurred)

SHB 2608
C26L 06

Defining performance of duty for the volunteer fire
fighters and reserve officers relief and pension act.

By House Committee on Appropriations (originaly
sponsored by Representatives Curtis, Takko, Bailey,
Grant, Orcutt, Hinkle, McDonald, Clements, Moeller,
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Chandler, Wallace, O'Brien, Haler, Haigh, Alexander
and Morrell).

House Committee on Appropriations

Senate Committee on Ways & Means

Background: The Volunteer Fire Fighters and Reserve
Officers Relief and Pension System (Volunteer Fire Sys-
tem) providesrelief and pension benefits for members of
regularly organized volunteer fire departments and law
enforcement agencies. Members who serve and make
monthly retirement contributions for a period of at |east
25 years are eligible to receive a pension benefit at age
65.

Relief benefits include payment of medical expenses
and disability pensions for members injured in the per-
formance of duty and payment of burial expenses and
survivor benefits for members killed in the performance
of duty. The performance of duty is defined to include
working at company quarters, fire stations, law enforce-
ment precincts, and at other places under the general
orders of the chief or other officer, participating in train-
ing activities, or responding to calls to duty or other
emergency callsin accordance with the rules of the local
fire department or law enforcement agency.

Employers are required to participate in the death,

disability, and medical benefit plans offered by the Vol-
unteer Fire System, but participation in the pension com-
ponent is optional. About 18,000 members are covered
by the death, disability, and medical benefits, and 12,000
members are covered by the pension benefits. Volunteer
Fire System benefits are administered by the Washington
State Board for Volunteer Fire Fighters and Reserve
Officers (Board) and paid out of the Volunteer Fire Sys-
tem Fund (Fund). Revenues to the Fund come from: a
40 percent share of the premium tax paid on fire insur-
ance policies issued within the state; contributions from
volunteer fire fighters, emergency workers, and reserve
officers; contributions from participating municipal cor-
porations and emergency service districts; and returns on
the investment of moneysin the Fund.
Summary: The definition of "performance of duty" or
"performance of service" in the Volunteer Fire System
includes other officially assigned duties that are second-
ary to duties as a fire fighter, emergency worker, or
reserve officer, including maintenance, public education,
inspections, investigations, court testimony, and fund-
raising for the benefit of the department. Performance of
duty or service aso includes being on call or standby
under the orders of the chief or designated officer, except
at the individual's home or place of business.

Voteson Final Passage:

House 97 O
Senate 47 O

Effective: June 7, 2006

HB 2612
C 268 L 06

Including failure to secure aload in the first degree as a
compensable crime under the crime victims compensa-
tion program.

By Representatives Kagi, O'Brien, Darneille, Rodne,
Kenney, Schual-Berke, Morrell and Springer; by request
of Department of Labor & Industries.

House Committee on Criminal Justice & Corrections
House Committee on Appropriations

Senate Committee on Human Services & Corrections
Senate Committee on Ways & Means

Background: The Washington Crime Victims Compen-
sation Program administered by the Department of Labor
and Industries (L&]I) provides benefits to innocent vic-
tims of crimina acts. Generaly, persons injured by a
criminal act in Washington, or their surviving spouses
and dependents, are eligible to receive benefits (medical
treatment and lost wages) under the program provided
that:

e the criminal act for which compensation is being
sought is punishable as a gross misdemeanor or fel-
ony;

 the crime was reported to law enforcement within
one year of its occurrence or within one year from
the time a report could reasonably have been made;
and

* the application for crime victims benefits is made
within two years after the crime was reported to law
enforcement or the rights of the beneficiaries or
dependents accrued.

Criminal act is defined as: (1) an act committed or
attempted in Washington, which is punishable as a fel-
ony or gross misdemeanor under the laws of Washing-
ton; (2) an act committed outside of Washington against
a resident of Washington which would be compensable
had it occurred inside the state, and the crime occurred in
a state which does not have a Crime Victims Compensa-
tion Program; or (3) an act of terrorism. Statutory lan-
guage limitsthe types of claimsthat the L& | may pay for
vehicular accidents. Under the Crime Victims Compen-
sation statute, the L&l may only pay vehicular claims
when:

* theinjury or death was intentionally inflicted;

 if the accident occurred during the commission of
another non-vehicular criminal act; or

« if the driver wasimpaired by alcohol or drugs.
Victims suffering from the result of the crime of

"failing to secure aload" would not be eligible for Crime
Victims Compensation benefits.

In 2005, legidation was enacted that created the
crime of failing to secure aload. Failure to secure aload
in the first degree is committed when a person, with
criminal negligence, failsto secure al or part of aload to
his or her vehicle and, as a result, causes substantial
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bodily harm to another. Failure to secure a load in the
first degree is a gross misdemeanor. Failure to secure a
load in the second degree is committed when a person,
with criminal negligence, fails to secure all or part of a
load to his or her vehicle and, as a result, causes damage
to the property of another. Failure to secure aload in the
second degree is amisdemeanor. Other failuresto secure
aload to a vehicle that do not rise to the level of first or
second degree are designated as traffic infractions and
are subject only to a monetary penaty not to exceed
$250 per infraction.

Summary: The definition of criminal act in the Crime
Victims Compensation statute is expanded to include
acts where an injury or death occurred as a result of a
driver who committed the offense of "failing to secure a
load" in the first degree. (As aresult, victims suffering
from such an offense would be eligible for Crime Vic-
tims Compensation benefits.)

Votes on Final Passage:

House 97 O
Senate 49 0

Effective: June 7, 2006

HB 2617
C212L 06

Allowing local jurisdictions to alow off-road vehicles to
operate on designated city or county roads.

By Representatives Kretz, Blake, Ahern, Schindler,
Sump, Condotta, Holmquist, Kristiansen, Serben,
Campbell, McDonald, Hinkle and Dunn.

House Committee on Transportation
Senate Committee on Transportation

Background: Off-Road Vehicle Use. Off-road vehicles
(ORVs) may operate on a nonhighway road if the state,
federal, local, or private authority responsible for the
management of the road has authorized the use of ORVs.

For the purposes of the statutes regulating ORVS,
nonhighway roads are defined as roads that are owned or
managed by a public agency who has granted an ease-
ment for public use, and that do not receive funds from
the Motor Vehicle Account. Highway roads are defined
as public roads that are generally capable of travel by a
conventional automobile.

A local jurisdiction or state agency may regulate the
operation of ORV's on land and roads within its jurisdic-
tion, provided such regulations are not less stringent than
state statute.

The ORVs must have a use permit decal issued by
the Department of Licensing, with certain exceptions.
When operating on lands not owned by the ORV owner
or operator, ORVSs must meet certain equipment stan-
dards and operators must wear helmets, unless the ORV
has a roll bar or an enclosed passenger compartment.
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Such ORVs are exempt from the licensing and equip-
ment standards applied to highway vehicles.

Limited Liability for Recreationa Use of Lands.
Persons who allow their land to be used by the public for
certain activities are not liable for unintentional injuries
sustained on their property, under certain circum-
stances. This limited liability applies to persons who
alow the following types of activities: outdoor recre-
ation without charging a fee, fish and wildlife coopera-
tive projects, litter cleanup, or firewood cutting and
gathering for afee of up to $25.

Summary: Off-Road Vehicle Use. Thefollowing cities
or counties may alow the use of off-road vehicles on
designated city or county roads, including highway
roads. (1) citieswith a population of less than 3,000; and
(2) counties, if theroad or highway is adirect connection
between a city with a population of less than 3,000 and
an ORV recreation facility.

The ORVs operating on designated city or county
roads are exempt from the licensing and equipment stan-
dards that apply to vehicles operating on highway roads.
Such ORV s are not exempted from the use permit, equip-
ment, and operating standards generally applied to ORV
use.

Limited Liability for Recreationa Use of Lands.
Limited liability for unintentional injuries sustained on
recreational lands is applied to certain publicly owned
ORV gports parks and public facilities accessed by a
highway, street, or road for the purposes of ORV use,
where afee of not more than $20 is charged for access.

Votes on Final Passage:

House 84 11
Senate 46 O (Senate amended)
House 0 7 (House concurred)

Effective: June 7, 2006

SHB 2640
C178L 06

Providing biotechnology product and medical device
manufacturing tax incentives.

By House Committee on Finance (originally sponsored
by Representatives B. Sullivan, McCoy, O'Brien, Haler,
Sells, Morris, Ericks, Strow and Dunn).

House Committee on Technology, Energy & Communi-
cations

House Committee on Finance

Senate Committee on International Trade & Economic
Development

Senate Committee on Ways & Means

Background: Biotechnology in Washington. Accord-

ing to the Department of Community, Trade and Eco-

nomic Development (DCTED), Washington has 190

companies dedicated to biotechnology, of which:
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» 37 percent pursue the research and development of
therapeutic products;

o 27 percent focus on diagnostics;

e 21 percent engage in contract manufacturing and
genetic testing;

e 9 percent undertake plant, agriculture and animal
research; and

* 4 percent concentrate on natural resources.

Since 1995, local biotechnology companies have
attracted more than $400 million in venture capital
investment and produced more than $500 million in
research partnerships with biotech and pharmaceutical
companies. The biotech industry generates an estimated
$1.8 hillion in revenues and nearly $500 million in
exports. The DCTED estimates that biotechnology and
medical technology companies in Washington, in 2005,
directly employed more than 23,000 people with indirect
employment exceeding 69,000.

Sales and Use Tax. Sales tax is imposed on retail
sales of most items of tangible personal property and
some services, including construction and repair ser-
vices. The use tax is imposed at the same rate as the
retail salestax on items used in Washington that were not
subject to the salestax. Sales and use taxes are imposed
by the state, counties, and cities. There are a number of
sales and use tax exemptions, including machinery and
equipment directly used in manufacturing.

Summary: Biotechnology and Medical Device Tax
Incentive. Targeted tax incentives are created to encour-
age the formation, expansion, and retention of commer-
cial operations related to biotechnology product and
medical device manufacturing.

Persons constructing an eligible biotechnology or
medical deviceinvestment project qualify for asales and
use tax deferral that need not be repaid as long as the
project involves biotechnology and/or medical devices
for at least eight years. An dligible investment project
means an investment in qualified buildings or qualified
machinery and equipment, including labor and services
rendered in the planning, installation, and construction of
the project.

If a person changes the use of the project for pur-
poses other than qualified biotechnology product or
medical device manufacturing at any time during the
first eight years of operation, portions of the deferra
must be repaid. Deferred taxes to be repaid equal 100
percent for the first year and are reduced by 12.5 percent
per year up to year eight.

Applications for deferral of taxes must be madein a
form and manner prescribed by the Department of Reve-
nue and approved before initiation of construction or
acquisition of equipment or machinery.

Biotechnology means a technology based on the sci-
ence of biology, microbiology, molecular biology, cellu-
lar biology, biochemistry, or biophysics, or any
combination of these, and includes, but is not limited to,

recombinant DNA techniques, genetics and genetic engi-

neering, cell fusion techniques, and new bioprocesses,

using living organisms or parts of organisms.

Biotechnology product means any virus, therapeutic
serum, antibody, protein, toxin, antitoxin, vaccine, blood,
blood component or derivative, allergenic product, or
analogous product produced through the application of
biotechnology that is used in the prevention, treatment,
or cure of diseases or injuries to humans.

Medical device means an instrument, apparatus,
implement, machine, contrivance, implant, in vitro
regent, or similar or related article, including any compo-
nent, part, or accessory, that is designed or developed
and:

1) recognized in the nationa formulary, or the United
States pharmacopeia, or any supplement to them;

2) intended for usein the diagnosis of disease, or in the
cure, mitigation, treatment, or prevention of disease
or other conditions in human beings or other ani-
mals; or

3) intended to affect the structure or any function of the
body of man or other animals, and which does not
achieve any of its primary intended purposes through
chemical action within or on the body of man or
other animals and which is not dependent upon being
metabolized for the achievement of any of its princi-
pal intended purposes.

Annua Survey. A person who receives the benefit
of abiotechnology product and medical device tax defer-
ral must provide an annual survey to the Department of
Revenue in order to assist the Legislature in evaluating
whether the goals of the legidation are being achieved.
The annual survey is due by March 31 following any
year in which atax deferral is claimed or used.

The annual survey must include amount of the tax
deferral claimed or used for the reporting year. In addi-
tion, it must include: the number of total employment
positions; a breakdown of full-time, part-time and tem-
porary employment positions as a percent of tota
employment; the number of employment positions
according to wage bands; and the number of employ-
ment positions that have employer-provided medical,
dental, and retirement benefits by each of the wage
bands. The wage bands are: |ess than $30,000; $30,000
or greater, but less than $60,000; and $60,000 or greater.
If a person fails to submit an annual survey, the Depart-
ment of Revenue must declare 12.5 percent of the
deferred tax from the date of the deferral to be immedi-
ately due and payable.

Reporting. The Department of Revenue must use
information collected in annual surveys to prepare sum-
mary descriptive statistics by category and to study the
tax incentive. Statistics must be reported to the Legisla-
ture by September 1 of each year. By December 1, 2009,
and December 1, 2015, the Department of Revenue must
report to the Legidature on the status of the tax incen-
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tive. These reports may present information to evaluate
whether the goals of the legislation are being achieved.
Report measures include, but are not limited to, the num-
ber of new biotechnology produce and medical device
manufacturing facilities established in Washington; the
amount of investment in biotechnology product and
medical device manufacturing facilities, and the wages
and benefits paid for related jobs.

Votes on Final Passage:

House 93 5
Senate 43 3

Effective: July 1, 2006

HB 2644
C213L 06

Increasing temporarily the statewide cap for the cus-
tomer assistance public utility tax credit.

By Representatives P. Sullivan, Crouse and Kilmer; by
regquest of Department of Trade and Economic Develop-
ment.

House Committee on Technology, Energy & Communi-
cations

House Committee on Finance

Senate Committee on Water, Energy & Environment

Senate Committee on Ways & Means

Background: Low-Income Home Energy Assistance
Program. Assistance to low-income energy customersis
provided through a federal block-grant program that
alocates funds to the states. The program, known as
Low-Income Home Energy Assistance Program
(LIHEAP), is administered by the Department of Com-
munity, Trade and Economic Development (DCTED).

The LIHEAP grants are distributed to qualifying
households through a service network of 24 nonprofit
community organizations and three local governments.
The grants are used to pay a portion of winter heating
costs for low-income customers. Qualifying customers
are those who are at or below 125 percent of the federal
poverty level.

According to the DCTED, Washington received
$41.6 million in federa LIHEAP funds in federal fiscal
year 2005. These moneys were used to provide assis-
tance to roughly 72,000 households.

Public Utility Tax. Public and privately-owned utili-
ties are subject to the state public utility tax (PUT). The
PUT is applied to the gross receipts of the business. The
tax rate depends on the utility classification. For light
and power businesses, the applicable tax rate is 3.873
percent. For gas distribution businesses, therateis 3.852
percent. Revenues are deposited to the State General
Fund.

The PUT does not allow deductions for the costs of
doing business, such as payments for raw materials and
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wages of employees. Nonetheless, a number of exemp-
tions, credits, deductions, and other preferences have
been enacted for specific types of business activities.

In the 2001 legidative session, in the wake of price
spikes in the wholesale electricity market, the Legisla-
ture enacted a credit against the PUT for qualifying con-
tributions and billing discounts made by gas and electric
utilitiesto qualifying low-income customers. Qualifying
contributions are amounts provided to supplement
LIHEAP grants to nonprofit community organizations
that assist in the administration of such grants. Billing
discounts are reductions in the amount charged for pro-
viding service to persons eligible for such grants. To
qualify for the credit, the utility's billing discounts or
qualifying contributions must be at least 125 percent
greater than discounts or contributions given by the util-
ity in calendar year 2000. The amount of the credit for
each utility is equal to one-half the total discounts and
contribution given in afiscal year.

The maximum total credit available statewide each
year is$2.5 million. Each utility isalso limited to a max-
imum credit amount based on its proportional share of
energy assistance grants received by its low-income cus-
tomers. Any credit that isnot used in afiscal year lapses
for that utility and may be reapportioned to other qualify-
ing utilities. The total credit available to a utility is its
maximum available credit plus any portion of unused
credits that are reapportioned to it.

In state fiscal tear 2005, almost $2.5 million in cred-
its were claimed against the PUT under the program.

Summary: The total amount of credit available state-
wide under the public utility tax credit program for qual-
ifying contributions and billing discounts is temporarily
increased to $5.5 million for state fiscal year 2007 alone.
Votes on Final Passage:

House 98 0

Senate 48 O (Senate amended)
House 98 0 (House concurred)
Effective: July 1, 2006
ESHB 2651
C75L 06

Regarding disclosure of animal information.

By House Committee on Economic Development, Agri-
culture & Trade (originally sponsored by Representa-
tives Pettigrew, Kristiansen, Haigh, Buri, Walsh,
Linville, Kretz, Grant, Cox, Newhouse, Holmquist,
Blake, Armstrong and Springer).

House Committee on Economic Development, Agricul-
ture& Trade

Senate Committee on Agriculture & Rural Economic
Development
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Background: National Animal Identification System
(NAIS) Purposes. In 2004, the U.S. Department of Agri-
culture (USDA) initiated the NAIS as a comprehensive
information system to support ongoing animal disease
monitoring, surveillance, and eradication programs.
When fully operational, the system is planned to be in
use in al states to identify and track animals as they
come into contact and commingle with animals other
than those in their premises of origin. The system is
intended to enable animal health officials to trace a sick
animal or group of animals back to the herd or premises
that was the most likely source of infection. A stated
long-term NAIS goal isto be able to identify all premises
and animals that had direct contact with aforeign animal
disease or domestic disease of concern within 48 hours
of discovery.

NAIS Implementation. The NAIS implementation
involves both the federal and state departments of agri-
culture and has three phases. premise registration; ani-
mal identification; and animal movement reporting. The
program is voluntary, but may become mandatory at the
federal level in 2009 or 2010.

The first phase, voluntary premise registration, is a
state and tribal responsibility. A premise is a location
where animals are born, managed, marketed or exhib-
ited. The state Department of Agriculture began premise
registrations in January 2005. In the past year, 875
Washington premises have registered using an applica-
tion that calls for the following information:

e "Account Information": primary and alternate con-
tact names; account number; mailing address; tele-
phone/fax/e-mail; business type (LLC, non-profit,
incorporated, government, etc.); business operation
type (lab, slaughter plant, market/collection paint,
guarantine facility, production unit, exhibition, etc.);
and

e "Premise Information": name/description of premise
("back 40;" "barn #2"); premise number if known;
physical address; longitude/latitude if known; pri-
mary contact name, telephone/fax; legal description
of land (township, range, section); and premise oper-
ation type (lab, slaughter plant, market/collection
point, quarantine facility, production unit, exhibition,
etc.).

The second phase of NAIS will involve issuance of
uniqueindividual or group lot animal identification num-
bers. Nationally, a number of industry/government spe-
cies-specific workgroups have formed to consider which
types of identification will work best for their particular
animals. Methods under consideration include radio fre-
guency identification tags, retinal scans, DNA, and other
options.

The third phase will focus on collection of informa-
tion on animal movement from one premises to another.
Although the USDA had initially announced plans for
the datato residein a central federal database, the agency

recently stated that there will be no single repository, but
instead multiple databases, some with the private sector
and some with states. The databases will include:
records of the animal identification number; the premises
identification number where the movement takes place;
the date and type of event such as movement in or out of
a premises, or termination of the animal. Additiona
information pertinent to an animal disease investigation
such as species, age, and breed may also be reported and
stored.

Access to Data and Disclosure. According to the
USDA, federal, state, and tribal animal health and public
health officials will have access to the databases when
they need information to administer animal health pro-
grams. Proprietary production data will not be retained
by the USDA.

Due to privacy concerns voiced by producers, the
USDA had been investigating options for protecting the
confidentiality of animal premises, identification and
movement data from the Freedom of Information Act
(FOIA). Because public disclosure laws, rules, and
issues vary from state to state, there is no standardized
approach being taken by states with respect to public dis-
closure exemptions for premises, identification, and
movement data.

Reportable and Non-Reportable Diseases/Public
Disclosure. The Director of the Department is autho-
rized to designate by rule certain animal diseases as
"reportable’ by veterinarians, veterinary laboratories,
and others when required by statute. Some are catego-
rized as emergency diseases which must be reported to
the State Veterinarian on the day discovered. Examples
are: Bovine Spongiform Encephalopathy (BSE), Exotic
Newcastle Disease, Foot and Mouth Disease, and High
Pathogenic Avian Influenza. Some must be reported the
next working day when suspected or confirmed, includ-
ing: Brucellosis, Chronic Wasting Disease, and Lyme
Disease. Other diseases are reportable monthly. When
reportable disease investigations are complete, both pos-
itive and negative results must be disclosed according to
World Animal Health Organization (OIE) codes.

Results of testing requested by an animal owner for
diseases not required to be reported is subject to public
disclosure.

Summary: Information that is submitted by an individ-
ual or business for participation in a state or national ani-
mal identification system is exempt from public
disclosure. However, disclosure of such information to
government officials at the local, state or federal levelsis
not public disclosure. In addition, the exemption does
not affect disclosure of information used in an investiga-
tion of areportable animal disease once the investigation
iscomplete. Theresults of testing for an animal disease
not required to be reported that is (1) done at the request
of the owner or hisor her designee and (2) can be identi-
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fied to a particular business or individual is exempt from
public disclosure.

Votes on Final Passage:

House 9%5 O
Senate 4 0

Effective: June 7, 2006
July 1, 2006 (Section 3)

SHB 2654
C134L 06

Prohibiting certification of sex offenders as sex offender
treatment providers.

By House Committee on Criminal Justice & Corrections
(originally sponsored by Representatives Darneille,
Strow, O'Brien, Lantz, Rodne, Simpson, Clibborn,
McDonald, Conway, Miloscia, B. Sullivan and Ericks).

House Committee on Criminal Justice & Corrections
Senate Committee on Human Services & Corrections

Background: The Department of Hedth (DOH) is
authorized to: issue certified and certified affiliate sex
offender treatment provider certifications, determine
minimum education, experience, and training require-
ments; and deny certification in accordance with the
Uniform Disciplinary Act.

The DOH has the authority to issue an affiliate cer-
tificate to any person who:

» successfully completes the education requirements
or other alternative training that meets the criteria
and approval of the DOH,;

» successfully completes the examination adminis-
tered by the DOH;

» shows proof that he or she is being supervised by a
certified sex offender treatment provider;

» has not engaged in unprofessional conduct or has not
been unable to practice with reasonable skill and
safety asaresult of aphysical or mental impairment;
and

» has met any other requirements as established by the
DOH that impact the competence of the sex offender
treatment provider.

Only certified sex offender treatment providers and
certain experienced certified affiliate providers may pro-
vide:

» evaluations for offenders eligible for the Specia Sex
Offender Sentencing Alternative (SSOSA) and the
Special Sex Offender Disposition Alternative
(SSODA);

 treatment to convicted or adjudicated sex offenders
who were sentenced and ordered into treatment as
part of acourt order; and

 treatment to sexually violent predators released to a
less restricted alternative (LRA) unless specified

exceptions apply.
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Similar to certified sex offender treatment providers,
certified affiliate sex offender treatment providers may
provide treatment to sex offenders. However, only certi-
fied providers or those certified affiliate sex offender
treatment providers that have completed at least 50 per-
cent of the required hours under the supervision of a cer-
tified provider, may perform evaluations for offenders
eigible for the SSOSA and SSODA programs as well as
provide treatment to convicted level 111 sex offenders
and sexually violent predators released to a LRA. All
other affiliate treatment providers are prohibited from
providing evaluations and treatment to such sex offend-
ers.

A certified or certified affiliate sex offender treat-
ment provider may not provide treatment to sexually vio-
lent predators if the provider has been convicted of a sex
offense or restricted from practicing within the health
care profession. These same restrictions do not apply to
certified or certified affiliate sex offender treatment pro-
viders who provide treatment to other sex offenders who
are not classified as sexually violent predators.

A certified affiliate sex offender treatment provider
is a licensed, certified, or registered health professional
who is certified as an affiliate to examine and treat sex
offenders and sexually violent predators under the super-
vison of a certified sex offender treatment provider.
Certified affiliates meet al the requirements that full cer-
tified providers meet, except for the clinical experience.

Summary: A certified or certified affiliate sex offender
treatment provider may not provide treatment to any type
of convicted sex offender if the provider has been con-
victed of asex offense.

The DOH may not issue a certificate or affiliate cer-
tificate to any sex offender treatment provider that has
been convicted of a sex offense.

Votes on Final Passage:

House 98 O
Senate 47 O

Effective: June 7, 2006

ESHB 2661
C4L 06

Expanding the jurisdiction of the human rights commis-
sion.

By House Committee on State Government Operations
& Accountability (originally sponsored by Representa-
tives Murray, Hankins, Pettigrew, Jarrett, McDermott,
Grant, Lovick, Haigh, Moeller, Shabro, Santos, Kessler,
Upthegrove, Tom, Hunter, Hasegawa, Walsh, Fromhold,
Springer, Appleton, McCoy, Chase, Hudgins, Kenney,
Lantz, Hunt, Darneille, Quall, Takko, Sommers,
Williams, Sdlls, Green, Schual-Berke, Simpson,
Clibborn, Conway, Linville, Cody, Kagi, B. Sullivan,
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Mclntire, Dickerson, Miloscia, Roberts and Ormsby; by
reguest of Governor Gregoire).

House Committee on State Government Operations &
Accountability

Senate Committee on Financia Institutions, Housing &
Consumer Protection

Background: Washington's Law Against Discrimina-
tion establishes that it is a civil right to be free from dis-
crimination based on race, color, creed, nationa origin,
sex, the presence of any sensory, mental, or physical dis-
ability, or the use of a trained dog guide or service ani-
mal. Thisright appliesto: employment; places of public
resort, accommodation, or amusement; commerce;, and
real estate, credit, and insurance transactions.

To effectuate the right to be free from discrimination,
the law defines certain practices as being unfair. For
example, it is deemed to be an unfair practiceto fire or to
refuse to hire a person based on sex, race, creed, color,
national origin, marital status, the presence of any sen-
sory or physical disability, or the use of a trained dog
guide or service animal.

There are some exceptions to the Law Against Dis-
crimination. For example, in the employment context,
employers with fewer than eight employees and non-
profit religious or sectarian organizations are exempt
from this law.

The Washington State Human Rights Commission

(WSHRC) is responsible, in part, for administering and
enforcing the Law Against Discrimination.  The
WSHRC receives and investigates complaints made by
persons alleging unfair practices in violation of this law.
If the WSHRC finds that there is reasonable cause to
believe that discrimination has occurred, it must first try
to eliminate the unfair practice via conference and con-
ciliation. If thisprocessfails, the WSHRC must refer the
matter to an administrative law judge who may, after a
hearing on the matter, issue an order providing relief to
the complainant.
Summary:  The Law Against Discrimination is
expanded to prohibit discrimination based on a person's
sexua orientation. "Sexual orientation” is defined as
heterosexuality, homosexuality, bisexuality, and gender
expression or identity. "Gender expression or identity” is
defined as having or being perceived as having a gender
identity, self-image, appearance, behavior, or expression,
whether or not that gender identity, self-image, appear-
ance, behavior, or expression is different from that tradi-
tionally associated with the sex assigned to that person at
birth.

Real estate transactions that include the sharing,
rental, or sublease of a dwelling unit when the dwelling
unit is to be occupied by the owner or subleasor are
exempted from the Law Against Discrimination. Fur-
ther, the Law Against Discrimination is not to be con-
strued: to require an employer to establish employment
goals or quotas based on sexual orientation;

to modify or supersede state law relating to mar-
riage; or to endorse any specific belief, practice, behav-
ior, or orientation.

Votes on Final Passage:

House 60 37
Senate 25 23 (Senate amended)
House 61 37 (House concurred)
Effective: June 7, 2006
SHB 2670
cl1L o6

Authorizing hospital benefit zone financing.

By House Committee on Finance (originally sponsored
by Representatives Kilmer, Lantz, Priest, Talcott, Green,
Conway, Darneille, Cody, Hinkle, Linville, Flannigan,
Milosciaand Moeller).

House Committee on Finance
Senate Committee on Ways & Means

Background: Community Revitalization Financing.
Counties, cities, towns, and port districts are authorized
under the Community Revitalization Program to create
areas within their boundaries where community revital-
ization projects are financed by diverting a portion of the
regular property taxes imposed by local governments
within the area.  Community revitalization projects
include traditional public infrastructure improvements,
such as street and road construction and maintenance, as
well as certain specified public services relating to man-
agement, analysis, planning, security, and historic pres-
ervation within the area.

To create a tax increment area for the purposes of
community revitalization financing, the jurisdiction must
first receive approval of jurisdictions which in the aggre-
gate impose at least 75 percent of the regular property
taxes within the area, as well as approva from any fire
district with territory in the area. The jurisdiction must
then adopt an ordinance designating the area as a tax
increment area and specify the improvements to be
financed. Public hearings must be held on the proposed
financing of the public improvements. Notice of the
hearings must be published in alocal newspaper and the
copies of the proposed ordinance must be delivered to
local officialsin affected jurisdictions.

Local governments that utilize community revital-
ization financing may issue general obligation bonds or
revenue bonds to fund the public improvements autho-
rized by the program. Under state law, general obliga-
tion bonds are backed by the full faith and credit of the
issuing government and may be issued with a maturity of
up to 40 years. In contrast, revenue bonds are typically
paid from a dedicated stream of revenue and typically
have higher interest-related costs than general obligation
bonds. Under the community revitalization program,
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revenue bonds may be issued with a maturity of up to 30
years.

Salesand Use Tax. Thereisa6.5 percent retail sales
tax levied by the state on the selling price of tangible per-
sonal property and certain services purchased at retail. A
complimentary 6.5 percent use tax is imposed on items
and services that are otherwise taxable under the state
retail tax but for which the tax has not been paid. This
includes purchases made from out-of-state sellers, pur-
chases from sellers who are not required to collect Wash-
ington sales tax, items produced for use by the producer,
and gifts and prizes. Thetax is measured by the value of
the item at the time of the first use within the state,
excluding any delivery charges.

Counties and cities may impose several local sales
and use taxes at various rates and for various purposes.
The tax base for most local taxesis the same as under the
state retail sales and use taxes. The most widely utilized
local sales and use taxes are the basic tax at arate of 0.5
percent and an optional tax at arate of up to 0.5 percent.
The basic and optional tax receipts may be used for any
general purpose.

There are some state-shared local taxes in which the
local tax is credited against the state sales tax, including
2 percent hotel/motel tax upon accommaodations by cities
and counties. Thistype of local tax does not represent an
additional tax but rather a diversion of state receipts to
the local jurisdiction.

Planned improvements in Gig Harbor. Fransiscan
Health System received approval from the Washington
State Department of Health in May 2004 to build a new
80 bed community hospital in Gig Harbor to meet the
health care needs of Gig Harbor, Key Peninsula, and
south Kitsap County residents. As part of the approval
process, the Department of Health issued a certificate of
need. The state Certificate of Need Program is intended
to allow the development of needed new healthcare ser-
vices and facilities to promote competition and growth
without destabilizing the existing system.

Summary: Counties, cities and towns may finance cer-
tain public improvements within a defined area using
revenue generated through a new sales and use tax, up to
$2 million per project per year, credited against the state
sales and use tax, and matched with an equivalent
amount of local resources. The defined area, called a
benefit zone, must include a hospital that has received a
certificate of need.

The public improvements that may be financed with
hospital benefit zone financing include the same infra-
structure projects for which community revitalization
financing may be used, such as street construction and
park facility improvements.

Conditions under which hospital benefit zone financ-
ing may be utilized are enumerated. Several are analo-
gous to those under the community revitalization
program, concerning the adoption of an ordinance, the
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expectation that the improvement will encourage private
development, and the expectation that any related private
developments will be consistent with the local compre-
hensive plan. In addition, in order to use hospital benefit
zone financing, the public development must be
expected to support a hospital that has received a certifi-
cate of need, as well as to increase private investment,
employment, and local retail sales and use taxes within
the zone.

To create a benefit zone, a local government must
obtain a written agreement from another local govern-
ment that imposes local sales and use tax within the
zone, if the other local government opts to participate in
hospital benefit zone financing. The sponsoring jurisdic-
tion must hold a public hearing on the proposal and pro-
vide notification of the proposal through a local
newspaper. The jurisdiction must then adopt an ordi-
nance establishing the zone, with a description of the
physical boundaries, expected costs of the improve-
ments, and estimates of expected tax revenue allocated to
the purpose of hospital benefit zone financing.

A local government that creates a hospital benefit
zone may alocate excess excise taxes received by it
from taxable activity within the zone for the purposes of
financing public improvements. The excessexcisetax is
the amount of local sales and use taxes received by a
local government within the zone over and above the
amount received there during the base year. The base
year is the calendar year immediately after the creation
of the zone and the measurement year is a calendar year,
beginning with the calendar year following the base year,
that is used annually to measure the amount of excess
excise taxes to be used to finance the public improve-
ment costs. If alocal government demonstrates that no
retail activity occurred in the area represented by the
zone in the 12 months before the creation of the zone,
then all local sales and use taxes collected after the zone
was created are considered excess excise taxes.

A local government that utilizes hospital benefit
zone financing and receives approval from the Depart-
ment of Revenue (Department) may impose a new local
sales and use tax. The tax is imposed at a 6.5 percent
rate and is credited against the full amount of the state
salestax. Thetax may be first imposed on July 1, 2007.
Imposition of the tax is contingent upon receipt of local
excess excise taxes in the prior calendar year, and the tax
may no longer be imposed when the bonds that are
issued areretired. The tax must be suspended each fiscal
year when the amount collected during the fiscal year
equals either the amount of local excess excise taxes, and
after local matching funds, the amount of state sales and
use taxes collected in the measurement year over and
above the amount in the base year, or $2 million. Money
from the new local tax must be used for the sole purpose
of principal and interest payments on bonds issued for an
eigible public improvement within the zone and must be
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matched with an amount from local public sources dedi-
cated through December 31 of the previous calendar
year. Local public sources can include private monetary
contributions as well as excess excise taxes.

The Department must approve the amount of the
sales and use tax that an applicant may impose, but no
more than $2 million per applicant. The aggregate state-
wide limit for credit against the state sales and use tax is
$2 million per year.

The local government that utilizes the new financing
tool may issue revenue bonds to pay for the public
improvements. The terms and conditions are the same as
for the revenue bond authority under community revital-
ization financing.

Theloca government utilizing the new sales and use
tax must provide an annual report to the Department by
March 1 of each year. The report must include an
accounting of revenues alocated for the purposes of the
program, as well as business, employment, and wage
information pertaining to the benefit zone. The Depart-
ment must make a report available to the public and the
Legidature by June 1 of each year, based on information
received from participating local governments.

Votes on Final Passage:

House 9 1
Senate 46 2

Effective: July 1, 2006

HB 2671
C 256 L 06

Providing excise tax relief by modifying due dates and
eliminating an assessment penalty.

By Representatives Ericks, Kesder, Simpson, Clibborn,
Morrell, Springer, Dunn and Wallace; by request of Gov-
ernor Gregoire.

House Committee on Finance
Senate Committee on Ways & Means

Background: The Department of Revenue (DOR) col-
lects the state's major excise taxes, such astheretail sales
tax and the Business and Occupation (B&O) tax. For
large businesses, excise taxes must be paid monthly. The
due date is the 20th day of each month for activity in the
previous month. In 2003, the Legislature changed the
due date for monthly tax returns from the 25th to the
20th day. The DOR is authorized by statute to allow
smaller businesses to report taxes quarterly or annually.
Quarterly and annual returns are due by the end of the
month following the end of the reporting period.
Penalties are imposed if taxes are not paid on time.
In 2003, the Legidlature increased penalties for late
excise taxes. A new penalty of 5 percent was applied to
any hilling or assessment of unpaid tax by the DOR. If
taxes remain unpaid, the penalties increase over time.

In 1990, the Legidlature required taxpayers with an
annual tax liability of more than $240,000 to make pay-
ment of their excise tax returns using electronic funds
transfer (EFT). 1n 1999, the Legidature allowed any tax-
payer to make payment using electronic funds. An EFT
payment must be completed so that the state receives the
collectible funds on or before the next banking day after
the due date.

Summary: Taxpayers filing monthly excise tax returns
are required to report and pay taxes by the 25th of the
month rather than the 20th. This change applies to tax
returns due after July 31, 2006.

The 5 percent penalty for a billing of unpaid state
excise taxes applies only if there is a "substantial under-
payment.” A substantial underpayment occurs when the
payment is less than 80 percent of the tax due and the
amount of underpayment is at least $1,000. This change
appliesto tax assessments originally issued after June 30,
2006.

If ataxpayer uses the automated clearinghouse debit
procedure for an EFT, the payment will be deemed to
have been received on the due date if the taxpayer ini-
tiates the transfer on or before 11:59 p.m. Pacific time on
the due date with a payment effective date on or before
the next banking day after the due date. A legidlative
findings section recites an understanding of the auto-
mated clearinghouse procedure. These EFT provisions
apply to payments due after July 31, 2006.

Votes on Final Passage:
House 98 O
Senate 47 O
House 98 O
Effective: June 7, 2006
August 1, 2006 (Sections 1-4)
July 1, 2006 (Sections 6 and 7)

(Senate amended)
(House concurred)

E2SHB 2673
PARTIAL VETO

C181L 06

Authorizing additional aternatives for local infrastruc-
ture financing.

By House Committee on Finance (originally sponsored
by Representatives Linville, Ericksen, P. Sullivan, Buck,
Ericks, Kilmer, Kesder, Grant, Wash, B. Sullivan,
Lantz, Morris, O'Brien, Conway, Morrell and Wallace).

House Committee on Economic Development, Agricul-
ture & Trade

House Committee on Finance

Senate Committee on International Trade & Economic
Development

Senate Committee on Ways & Means
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Background: Tax Increment Financing. Tax increment
financing or community redevelopment financing is a
method of redistributing property tax collections within
designated areas to finance infrastructure improvements
within these designated areas. However, attempts to
authorize the use of state property tax revenue in Wash-
ington to finance such development have been struck
down by the voters and the courts. The main lega
impediments under the State Constitution include: the
requirement that all property taxes must be uniform on
the same class property within the territorial limits of the
authority levying the tax; the prohibition on the lending
of state credit; and the dedication of state property tax
revenues to fund the common schools.

Salesand Use Tax. Thereisa6.5 percent retail sales
tax levied by the state on the selling price of tangible per-
sonal property and certain services purchased at retail.
In general, the tax applies to goods, construction (includ-
ing labor), repair of tangible personal property, lodging
for less than 30 days, telephone service, and participa
tory recreational activities. There are some local taxes
that are credited against the state sales tax, including the
2 percent hotel/motel tax upon accommaodations by cities
and counties. There are also some exemptions, credits,
and deferrals to the state retail tax.

Thereisa 6.5 percent use tax on items not subject to
the state retail salestax. This includes purchases made
from out-of-state sellers, purchases from sellers who are
not required to collect Washington sales tax, items pro-
duced for use by the producer, and gifts and prizes. The
tax is measured by the value of theitem at the time of the
first use within the state, excluding any delivery charges.

Counties and cities may impose several local sales
and use taxes at various rates and for various purposes.
The tax base is the same as under the state retail sales
and use taxes. The most widely utilized local sales and
use taxes are the basic tax at arate of 0.5 percent and an
optional tax at arate of up to 0.5 percent. The funds may
be used for any general purpose.

Summary: The loca infrastructure financing tool
(LIFT) program is created to assist local government
promote economic development. The LIFT will be avail-
able for selected public improvement projects designed
to increase private development in the area and that will
utilize increased property tax revenues, excess excise tax
revenues and revenues generated through a sales and use
tax credited against the state sales and use tax in the rev-
enue development area (RDA) to finance the improve-
ments. An RDA must be comprised of contiguous tracts,
lots, pieces or parcels of land and have less than $1 hil-
lion in assessed value for the taxable real property within
the RDA. The average assessed value per square foot of
the taxable land within the RDA may not exceed $70 per
square foot. In addition, an RDA may not comprise
more than 25 percent of the total assessed value of the
taxable rea property within the boundaries of the local
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government creating the RDA. Boundaries of an RDA
may not be drawn in such away asto purposely exclude
parcels where economic development is unlikely to
occur. A county may only have one RDA within its
boundaries. Once created, the boundaries of the RDA
may hot be changed and may not include any part of an
increment area created under Community Revitalization
Financing (CRF), unless the CRF increment area was
created prior to January 1, 2006.

LIFT Projects. LIFT Projects are approved by the
Community Economic Revitaization Board (CERB), in
consultation with the Department of Revenue (DOR) and
the Department of Community, Trade, and Economic
Development. However, demonstration projects must be
approved prior to any other application. The demonstra-
tion projects are the Bellingham redevelopment project
($1M per year), the Spokane River district project ($1M
per year), and the Vancouver Riverwest project ($500K
per year). The CERB will apply the following criteriato
the remainder of the projects. the project's potential to
enhance the sponsoring local government's regional and/
or international competitiveness; the project's ability to
encourage mixed use development and the redevelop-
ment of a geographic area; achieving an overall distribu-
tion of projects statewide that reflect geographic
diversity; the estimated wages and benefits for the
project is greater than the average labor market area; the
estimated state and local net employment change over
the life of the project; the estimated state and local net
property tax change over the life of the project; and the
estimated state and local sales and use taxes increase
over thelife of the project.

Public Improvements. The LIFT must be used to
finance public improvements, including: street, bridge
and road construction, and maintenance; water and sewer
system construction and improvements; sidewalks, traf-
fic controls, and streetlights; parking, terminal, and dock
facilities; park and ride facilities; park facilities and rec-
reational areas; storm water and drainage management
systems; and affordable housing. The LIFT may not be
used to finance public stadiums currently funded by a
public facilities district. The LIFT must be used for pub-
lic improvements identified within the capital facilities,
utilities, housing, or transportation elements of a com-
prehensive plan required by the Growth Management
Act (GMA), except public improvements that are consid-
ered historical preservation activities. It must be
expected to encourage private investment within the
RDA and to increase the fair market value of real prop-
erty within the RDA. The public improvement costs
may include the costs of: design, planning, acquisition,
site preparation, construction, reconstruction, rehabilita-
tion, improvement and installation of public improve-
ments; demolishing, relocating, maintaining, and
operating of property pending construction of the public
improvements; the costs of financing the public
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improvements; assessment incurred in revaluing rea

property and apportioning the taxesin the RDA; and rea-

sonably related administrative costs and feasibility stud-
ies.

Creating a Revenue Development Area. The spon-
soring local government must have entered or expects to
enter into an agreement with a private developer or have
received a letter of intent from a private developer relat-
ing to the developer's plans for private improvements
withinthe RDA. Such private development must be con-
sistent with the countywide planning policy adopted by
the county and the local government's comprehensive
plan. The sponsoring local government must make find-
ings that the LIFT is not expected to be used for the pur-
pose of relocating a business from Washington, located
outside the RDA, into the RDA, and it will improve the
viability of existing business entities within the RDA. In
addition, it must find that the RDA is in need of eco-
nomic development or redevelopment. The local govern-
ment must also find that the public improvements
financed in whole or in part with the LIFT are reasonably
likely to:

1) increase private investment within the RDA;

2) increase employment within the RDA;

3) generate, over the period of time that the local sales
and use tax will be imposed, state and local property
and sales and use tax revenues that are equal or
greater than the respective state and local contribu-
tions made under this program; and

4) improve the viability of existing communities and
increase private residential and commercial invest-
ment within the RDA.

Prior to adopting an ordinance creating an RDA, the
sponsoring local government must obtain written agree-
ment from any participating local governments and par-
ticipating taxing districts to use dedicated amounts of
revenues from their local public sources, local excise tax
alocation revenues, and local property tax allocations
for LIFT. The governing body of each participating local
government and taxing district must authorize its partici-
pation. The sponsoring local government planning to
create an RDA must also estimate the impact of the RDA
on small business and low-income housing and develop
a mitigation plan for the impacted businesses and hous-
ing. The ordinance must describe the public improve-
ments, the boundaries of the RDA, estimate the cost of
the public improvements and the portion of these coststo
be financed by the LIFT, estimate the time during which
regular property taxes and excess excise taxes are to be
used to finance the public improvement costs, provide
the date when the apportionment of the taxes will begin,
and make afinding that all conditions necessary to create
an RDA are met.

If alocal government has created an increment area
under the CRF prior to January 1, 2006, and has not
issued bonds, it may convert the increment area to an

RDA so long as it amends the local government ordi-

nance and complieswith all the requirements of this act.

A public hearing must be held by the sponsoring
local government at least 30 days before passage of the
ordinance establishing the RDA. The public hearing may
be held either by the governing body of the sponsoring
local government or by a committee of that body com-
prising at least a majority of the whole governing body.
Notice of the public hearing on the proposed ordinance
creating the RDA must be sent by U.S. mail to al prop-
erty owners and business enterprises located within the
proposed RDA at least 30 days prior to the hearing. The
local government must consult with business organiza-
tions and ethnic associations to develop methods of
notice that ensure that appropriate notice is provided to
the business enterprises and property owners for whom
English is a second language.

Local Property Tax Allocation Revenue Value. The
property tax allocation revenue value is 75 percent of
any increase, over the tax allocation base value, in the
assessed value of real property in an RDA that is placed
on the assessment roles after the RDA is created. In cal-
culating the regular property tax allocation revenue
value, regular property taxes levied by voters for a spe-
cific purpose is not to be included. Tax allocation base
value is the assessed value of real property located
within an RDA for taxes levied in the year in which the
RDA is created for collection in the following year, plus
100 percent of any increase in the assessed value of real
property located within an RDA that is placed on the
assessment rolls after the RDA is created, less the prop-
erty tax allocation revenue value. In the second calendar
year following the effective date of the ordinance creat-
ing the RDA, the county treasurer distributes the receipts
from regular taxes on real property in the RDA as fol-
lows:

1) Each participating taxing district and the sponsoring
local government that created the RDA must receive
the portion of itsregular property taxes by the rate of
tax levied by or for the taxing district on itstax allo-
cation base value or upon the total assessed value of
real property in the taxing district, whichever is
smaller.

2) The sponsoring local government must receive an
additional portion of the regular property taxes lev-
ied by it and by or for each participating taxing dis-
trict upon the property tax alocation revenue value
inthe RDA. If thereis no property tax alocation rev-
enue value, the local government does not receive
any additional regular property taxes.

The county assessor must allocate any increase in the
assessed real property value occurring in the RDA to the
tax alocation base value and the accrued val ue as appro-
priate. Revaluations of real property by the assessor for
property taxation not made in accordance with the asses-
sor's revaluation plan are not authorized. The apportion-
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ment must cease when the property tax alocation
revenue value is no longer obligated or necessary to pay
the last of the public improvements.

The allocation to the RDA of portions of the local
regular property taxes levied by or for each participating
taxing district is a public purpose of and benefit to each
of those taxing districts. In addition, the alocation of
local property tax allocation revenues under LIFT must
not affect or be deemed to affect the consistency of any
of the taxes levied by or within the participating taxing
districts with the uniformity requirement of the Washing-
ton Constitution.

Local Excess Excise Taxes. The sponsoring local
government that creates an RDA or any participating
local government may use annually any excess excise
taxesreceived by it from taxable activity within the RDA
to finance the public improvement costs financed in
whole or in part by local infrastructure financing. When
tax allocation revenues are no longer necessary or obli-
gated to pay the costs of the public improvements, the
local government may no longer retain the excess excise
taxes. Any participating taxing authority may allocate
excess excise taxes to the local government so long as
the CERB has approved the local government's imposi-
tion of the additional local sales and use tax. The excess
excise tax is the amount of excise taxes received by a
local government during the measurement year within
the RDA over and above the amount of excise taxes
received there during the base year from taxable income
within the RDA. The base year isthe first calendar year
following the creation of the RDA and the measurement
year is a calendar year, beginning with the calendar year
following the base year, that is used annually to measure
the amount of excess excise taxes required to be used to
finance the public improvement costs. However, if no
excise taxes were received in the RDA in the 12 months
prior to the creation of the area, then the excess excise
taxes are the total amount of excise taxes received in
each calendar year after the areais created. If an RDA is
created in calendar year 2006 and had activity in the
RDA prior to its creation, the amount of local excise
taxes received by the sponsoring local government dur-
ing the measurement year from the taxable activity
within the RDA over and above the amount of local
excise taxes received by the sponsoring local govern-
ment during the 2007 base year will be adjusted by the
DOR for any estimated impacts from retail sales and use
tax sourcing changes that become effective July 1, 2007.

Sales and Use Tax. A sponsoring local government
may impose asales and usetax. Thetax isin additionto
other taxes authorized and will be collected from those
who are taxable by the state retail sales tax and use tax
for any taxable event within the jurisdiction. The rate
cannot exceed 6.5 percent less the aggregate rates of any
other taxes imposed on the same event that are aready
credited againgt the state sales and use taxes. The rate of
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the tax must only be adjusted on the first day of a fiscal
year if needed. The DOR must collect the tax on behalf
of the sponsoring local government at no cost and remit
it to the sponsoring government. The sales and use tax
may not be imposed until after July 1, 2008, and
approved by the CERB. The local sponsoring jurisdic-
tion must first have received tax allocation revenues
derived from both real property taxes or excess excise
taxes during the preceding calendar year. If the local
government has implemented CRF, the requirement for
the receipt of property tax alocations is waived. The
proceeds may only be used for the payments of principal
and interest on the bonds issued for the public improve-
ments financed through the local infrastructure financ-
ing. Thistax expires when bonds issued are retired, but
not more than 25 years after being imposed. In order to
enact a sales and use tax, the local jurisdiction must first
enact an ordinance imposing the tax that provides that:

1) thetax must first be imposed on the first day of afis-
cal year,;

2) the amount of the tax received by the local govern-
ment in any fiscal year must not exceed the state
contribution;

3) the tax must cease to be imposed for the remainder
of any fiscal year in which either:

a) the amount of tax received by the sponsoring
local government equals the amount of the state
contribution;

b) the amount of the revenue from taxes imposed
under this section by al cities, towns, and coun-
tiestotals the annua state contribution limit; or

¢) theamount of the tax received by the sponsoring
local government equals the amount of the
project award by the CERB.

4) thetax will be reimposed at the beginning of the next
fiscal year if it ceased to be imposed;

5) neither the local excise tax alocation revenues nor
the local property tax allocation revenues may be
more than 80 percent of the total local funds used to
earn the state contribution;

6) if the tax ceasesto be distributed, it will be redistrib-
uted at the beginning of the next fiscal year; and

7) any revenue generated by the tax in excess of the
amount of the state contribution limit will go to the
State.

The CERB, in consultation with the DOR, will
approve the amount of the sales and use tax that an appli-
cant may impose. The amount may not exceed the | esser
of $1 million or the average amount of tax revenue the
applicant estimates it will receive in all fisca years
through the imposition of the sales and usetax. The state
contribution limit is $5 million per year. Each year, the
amount of taxes approved by the CERB for distribution
to a sponsoring local government in the next fiscal year
must be the lesser of the amount of the project award in
the approval notice or an amount equal to the state con-
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tribution. In determining the amount of the state contri-
bution, the CERB will consider the information from the
sponsoring local government's annual reports.  Local
governments must notify the DOR by March 1 the
amount of local infrastructure financing dedicated in the
previous calendar year to finance the authorized public
improvement and the tax alocation revenues derived in
the previous calendar year from the regular property
taxes on the accrued value and distributed to finance the
public improvements. Money must be used only for the
purpose of principal and interest payments on bonds
issued for a project and must be matched with an amount
from local public sources dedicated through December
31 of the previous calendar year to finance the autho-
rized public improvements. Local public sources may
include private monetary contributions and tax allocation
revenues. The money generated from the sales and use
tax must actually be expended to pay public improve-
ment costs or are required by law or an agreement to be
used exclusively to pay public improvement costs. The
new tax is available to alocal jurisdiction as long as the
jurisdiction has outstanding indebtedness.

Accountability. The local government utilizing the
sales and use tax must provide an annual report to the
DOR by March 1 of each year. If the sponsoring local
government fails to comply, no tax may be imposed in
subsequent fiscal years until such time as the local gov-
ernment complies and the DOR calcul ates the state con-
tribution rate. The report must include:

1) the amount of tax allocation revenues, sales and use
tax and loca public sources received by the local
government during the preceding calendar year, and
how these revenues were expended,;

2) the names, and previous business locations, of any
business located within the RDA as a result of the
public improvements undertaken by the local gov-
ernment and financed in whole or in part by this pro-
gram;

3) the tota number of permanent jobs created as a
result of the public improvements undertaken by the
local government and financed in whole or in part by
this program;

4) the average wages and benefits received by the
employees of al businesses |ocating within the RDA
as aresult of the public improvements; and

5) thelocal government is complying with the require-
ment that the local infrastructure financing proceeds
are being used exclusively in the area within the
jurisdiction deemed in need of economic develop-
ment and/or redevel opment.

The DOR must make the report available to the pub-
lic and the Legidature by June 1 of each year. The report
must include a list of the public improvements under-
taken by the local governments and financed in whole or
in part by community revitalization financing. The
report should aso include a summary of the information

provided by the local governments. The full report by a
local government to the DOR must be made available to
the public upon request.

Bond Authorization. A local government designat-
ing an increment area and authorizing the use of commu-
nity revitalization financing may incur genera
indebtedness, and issue general obligation bonds or reve-
nue bonds, to finance the public improvements and retire
the indebtedness in whole or in part from tax allocations
it receives. Local governments may annually pay into a
fund to be established for the benefit of bonds issued for
this program a fixed proportion or fixed amount of any
tax allocation revenues derived from property or busi-
ness activity within the increment area containing the
public improvements funded by the bonds. The pay-
ments continue until all bonds payable from the fund are
paidinfull. A local government may annually pay into a
second fund a fixed proportion or fixed amount of any
revenues derived from the credit of the state sales and
excise tax, such payment continuing until all bonds from
the fund are paid in full. A local government that issues
bonds to finance public improvements may pledge for
payment of such bonds all or part of any tax allocation
revenues derived from the public improvements. It can
aso pledge the revenues of the credit of the state sales
and excise tax. The bonds issued by the local govern-
ment to finance the public improvements do not consti-
tute an obligation of the state.

Joint Legislative Audit and Review Committee
(JLARC) Study. Beginning September 1, 2013, and con-
tinuing every five years thereafter, the JLARC must sub-
mit a report to the Legidature evauating the
effectiveness of the LIFT program, including a project-
by-project review. The report should aso include an
evaluation of each project's interim results based on the
project selection criteria. The report should also measure
employment changes, property tax changes, sales and
use tax changes, property value changes, and changesin
housing and existing commercial activities. The report
due in 2028 must also include any recommendations
regarding whether or not the LIFT program should be
expanded statewide as well as an analysis of what
impact, if any, the expansion would have on Washing-
ton's economic devel opment.

Office of Financial Management (OFM) Study. The
OFM will contract with a consultant to study and report
on similar programs in other states, including project
selection criteria and governance. The report, with rec-
ommendations tailored to Washington's unique needs, is
due to the Governor and the Legidature by December 1,
2006.

Miscellaneous. Nothing in the act gives port dis-
tricts the right to impose a local sales or use tax. The
DOR and the CERB must evaluate and report periodi-
cally to the Governor and Legislature on the implemen-
tation of the LIFT program. The DOR may recommend
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such amendments, changes in, and modification of the
LIFT program as seem proper. The LIFT program
expires June 30, 2039.

Votes on Final Passage:

House 89 7
Senate 41 4 (Senate amended)
House 92 6 (House concurred)

Effective: July 1, 2006

Partial Veto Summary: The Governor vetoed the sec-
tion directing the Office of Financia Management to
contract with a consultant to study and report on similar
programs in other states.

VETO MESSAGE ON E2SHB 2673
March 23, 2006

To the Honorable Speaker and Members,
The House of Representatives of the Sate of Washington

Ladies and Gentlemen:

I am returning, without my approval as to Section 702,
Engrossed Second Substitute House Bill No. 2673 entitled:

"AN ACT Relating to creating the local infrastructure

financing tool demonstration program."

The Office of Financial Management (OFM) is required in
Section 702 to conduct a study of governance and selection cri-
teria for the Local Infrastructure Financing Tool (LIFT) pro-
gram. Section 702 reflects discussions that were underway
before the Legislature passed the final version of the bill. In ear-
lier discussions, before the Community Economic Revitalization
Board (CERB) was identified as the lead agency, legislators
considered having a study of governance issues underway while
the projectsin the LIFT program's project list were being devel-
oped. In the final version of the bill, however, governance and
project selection criteria are identified, making the OFM study
moot. In addition, the budget does not provide funding for the
OFM study and OFM is not the lead agency on the LIFT pro-
gram.

For these reasons, | have vetoed Section 702 of Engrossed
Second Substitute House Bill No. 2673.

With the exception of Section 702, Engrossed Second Substi-
tute House Bill No. 2673 is approved.

Respectfully submitted,

e .

Christine O. Gregoire
Governor

HB 2676
C32L 06

Posting interlocal agreements in an electronic format in
lieu of filing with the county auditor.

By Representatives Linville, Jarrett, Simpson, Ericksen,
Ahern, Dunn and Upthegrove.

House Committee on Local Government

Senate Committee on Government Operations & Elec-
tions

Background: The Interlocal Cooperation Act grants

broad authority to public agencies to engage in joint or
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cooperative actions. Any two public agencies of this
state may enter into agreements with one another to pro-
vide public services or perform any government activi-
ties as authorized by law. These agreements are referred
to asinterlocal cooperative agreements, and are often uti-
lized by cities and counties with respect to fire protec-
tion, law enforcement, and public utility administration,
among other services.

State law requires that interlocal cooperative agree-
ments must be filed with the county auditor.

Summary: As an dternative to filing an interlocal
agreement with a county auditor, a public agency may
list the agreement by subject on its website or other elec-
tronically retrievable public source.

Votes on Final Passage:

House 98 0
Senate 49 0

Effective: June 7, 2006

SHB 2678
C276L 06

Reauthorizing the pollution liability insurance agency.

By House Committee on Financial Institutions & Insur-
ance (originally sponsored by Representatives Kagi,
Kretz, B. Sullivan and Ericks; by request of Pollution
Liability Insurance Agency).

House Committee on Financial Institutions & Insurance
House Committee on Appropriations

Senate Committee on Water, Energy & Environment
Senate Committee on Ways & Means

Background: The Pollution Liability Insurance
Agency's (PLIA) mission is to make pollution liability
insurance available and affordable to the owners and
operators of heating oil tanks and underground storage
tanks by offering reinsurance services to the insurance
industry. A heating oil tank isatank for space heating of
a home or working space. An underground storage tank
is a commercial tank or a combination of tanks used to
store an accumulation of petroleum.

The PLIA and its programs do not receive state gen-
eral funds. Funding comes from two sources: (1) a pol-
[ution liability fee imposed on dealers making sales of
heating oil to a homeowner or a consumer which is
deposited into the Heating Oil Pollution Liability Trust
Account (HOPLT Account); and (2) an excise tax on the
wholesale value of petroleum which is deposited into the
Pollution Liability Insurance Program Trust Account
(PLT Account). The excise tax includes a "trigger"
mechanism based on the amount of funds in the PLT
Account. Thetax will only be imposed for a succeeding
calendar quarter if: the tax was levied the prior quarter
and the account balance is less than $15 million. Most
recently, the tax was effective from July 1, 2003, through
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June 30, 2004. The entire tax is scheduled to expire on
June 1, 2007.

The Director of the PLIA (Director) is required to
evaluate the effects of the program on the private market
for liability insurance for owners and operators of under-
ground storage tanks. The Director is required to make
recommendations to the L egislature concerning continu-
ance of the program.

The programs and the PLIA are scheduled to expire
on June 1, 2007.

Summary: The expiration dates for various aspects of
the PLIA program are extended until from July 1, 2007,
until July 1, 2013. Thisincludes: the PLT Account; the
chapter dealing with underground petroleum tank portion
of the PLIA program; the chapter dealing with the home
heating oil portion of the PLIA program; and the chapter
dealing with the tax on petroleum products.

Severa individual expiration sections within various
chapters of the PLIA program are repeal ed.

Voteson Final Passage:
House 9% 1

Senate 43 0
House 98 0

Effective: June 7, 2006

(Senate amended)
(House concurred)

ESHB 2680
C257L 06

Purchasing service credit in plan 2 and plan 3 of the
teachers retirement system for public education experi-
ence performed as a teacher in a public school in another
state or with the federal government.

By House Committee on Appropriations (originaly
sponsored by Representatives Conway, Fromhold, Lov-
ick, Kenney, Quall, Simpson and Moeller; by request of
Select Committee on Pension Policy).

House Committee on Appropriations
Senate Committee on Ways & Means

Background: The Teachers Retirement System Plans 2
and 3 (TRS 2/3) provide retirement benefits to employ-
ees certificated by the Superintendent of Public Instruc-
tion to teach for educational service or school districts, as
well as to state educationa service and school district
superintendents and assistant superintendents. The TRS
2/3 provides for full retirement benefits at age 65 and
early retirement benefits beginning at age 55, following
the completion of 10 years of servicein TRS Plan 3 and
20 years of servicein TRS Plan 2.

A member of TRS Plan 2 dligible for retirement is
entitled to a benefit based in part upon the number of
years that the member has worked multiplied by 2 per-
cent of hisor her final average salary. The employer and
the TRS Plan 2 employee each contribute one-half of the
cost of the contributions required to fund the 2 percent-

formula Plan 2 benefit. A member of TRS Plan 3 dligi-
ble for retirement is entitled to a benefit based upon the
number of years the member has worked multiplied by 1
percent of hisor her final average salary, plus the balance
of the member's individual defined contribution account.
The employer funds the contributions necessary to fund
the 1 percent-formula Plan 3 benefit, and the employee
contributes to the individual member account at a rate
chosen annually by the employee, but no less than 5 per-
cent of pay.

Members of TRS 2/3 who have teaching experience
from another state, and earned retirement service credit
in an out-of-state retirement plan, may use the years of
service from that state in determining eligibility to retire.
However, if the out-of-state service enables a teacher to
retire earlier than TRS 2/3 otherwise allows, the retiring
teacher's benefit is actuarially reduced to recognize the
difference between the age the member retires and the
age that they would first be able to retire based on Wash-
ington service aone.

Summary: Members of TRS 2/3 may make a one-time
purchase of up to seven years of service credit for public
education experience outside Washington's retirement
systems. The education experience must have been cov-
ered by a government retirement plan, and the member
must have earned at least five years of service credit in
TRS 2/3. In addition, the member must not be receiving,
or be eligible to receive, a retirement benefit from the
other plan.

The service credit purchased is considered member-
ship service in TRS 2/3, and it thus may be used to qual-
ify the member for retirement or early retirement. The
member must pay a cost for the service credit equa to
the actuarial value of the increase in value of the mem-
ber's benefits. A member that purchases out-of-state ser-
vice credit may not use credit in other state's retirement
systems for the purposes of qualifying for retirement in
Washington.

A member may pay for all or part of the cost of a ser-
vice credit purchase with an eligible rollover from an eli-
gible qualified retirement plan. The Department of
Retirement Systems is authorized to adopt rules to
ensure that all transfers or rollovers used for the purchase
of service credit comply with the Internal Revenue Code
and regulations adopted by the federal Internal Revenue
Service.

Votes on Final Passage:
House 9% O

Senate 4 O (Senate amended)
House 98 0 (House concurred)

Effective: January 1, 2007
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HB 2681
C365L 06

Establishing minimum contribution rates for the public
employees' retirement system, the public safety employ-
ees' retirement system, the school employees' retirement
system, and the teachers' retirement system.

By Representatives Conway, Fromhold, Lovick, Green,
Sells, Kenney, Quall, Simpson, Moeller and Morrell; by
reguest of Select Committee on Pension Palicy.

House Committee on Appropriations
Senate Committee on Ways & Means

Background: Each year, the Office of the State Actuary
conducts an actuarial valuation of each system and plan
in the Washington retirement systems. The primary pur-
pose of the actuarial valuation is to determine the
required contribution rates that each plan and system
require, but the valuations also provide detailed analysis
of member and retiree demographics and of changes in
benefit obligations and fund values.

The choice of an actuarial funding method deter-
mines the way pension contributions will be allocated
across members working careers. The portion of the
present value of a pension that is allocated to a particular
period of a member's career, most typically an annual
period, is referred to in actuarial practice as the "normal
cost." The total cost of a pension is determined by the
benefits paid out less the returns on investment of fund
assets.  All standard actuarial funding methods are
designed to completely fund a member's retirement ben-
efit before retirement, though they may allocate different
portions of the total cost to different periods of a mem-
ber's career.

The current actuarial funding method used for Plans
2 and 3 of the Public Employees Retirement System
(PERS), the Teachers' Retirement System (TRS), and the
School Employees Retirement System (SERS) is the
aggregate funding method. Under the aggregate method,
norma or annual costs are equal to the difference
between the present value of all future benefits to be paid
out less current assets. This difference (the cost) is
spread as alevel percentage of members' future pay.

The "entry age normal cost method" is another stan-
dard actuarial funding method that determines the cost of
funding an individual member's benefit from the time of
entry into the system, calculated to be alevel percentage
of pay throughout a member's career. This method may
be used to determine the cost of a plan's benefit structure,
regardless of the amount of assets in the plan prior to a
member's entry.

The current funding method used for PERS and TRS
Plan 1istailored to address amortization of the unfunded
accrued actuarial liabilities (UAAL) of the Plans 1 by
June 30, 2024, and to spread the cost of repaying the
unfunded liabilities to all employers of members of
PERS, TRS, SERS, and, after July 1, 2006, the Public
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Safety Employees’ Retirement System. The Legislature
suspended contributions towards amortizing the Plans 1
UAAL during the 2003-05 and 2005-07 fiscal biennia.
These suspensions resulted in an increase in the actuari-
aly-required contribution rates necessary to fully amor-
tize the UAAL over the remaining years until June 30,
2024,

Pension fund assets are valued on an actuarial basis,
rather than a market value basis, to reduce the instability
in contribution rates year-to-year. The 2003 Legidature
enacted a new method of averaging, or smoothing, gains
or losses over a period of time that varies up to eight
years. The length of time over which a given year's
gains or losses are smoothed is dependent on the amount
of variation of a year's investment return from the long-
term rate. Prior to 2003, the actuarial value of assetswas
required to recognize changes to asset values that vary
from the long-term investment rate of return assumption
over afour year period. The assumed long-term invest-
ment rate of return is 8 percent per year.

Over periods in which the return on assets consis-

tently either fails to meet or exceeds the expected rates,
the actuaria value of assets could produce contribution
rates that are either significantly above or below the
long-term cost of the retirement plans. During the
1990's, investment returns substantially in excess of
expected rates of return and adjustments to assumptions
about future rates of return caused the actuarial valua-
tions to indicate contribution rates significantly below
the long-term expected rates. Contribution rates rose
significantly between the 2003-05 fiscal biennia and the
2005-07 fiscal biennia, and current projections by the
State Actuary indicate further substantial increases
towards the long-term expected rates during the next two
fiscal biennia.
Summary: Minimum employer contribution rates are
established for amortizing the UAAL beginning July 1,
2009, for PERS Plan 1 at 2.68 percent and, beginning
September 1, 2009 for TRS Plan 1 at 4.71 percent.
These minimum contribution rates remain in effect until
the actuarial value of assets in either PERS Plan 1 or
TRS Plan 1 equals 125 percent of actuarial liabilities or
June 30, 2024, whichever comes first.

A process for determining minimum contribution
rates for employers and employees in PERS, TRS, and
SERS Plans 2 and 3 is established. The contribution rate
for the normal cost portion of these Plans 2 and 3is set at
80 percent of employer or employee normal cost calcu-
lated under the entry age normal cost method.

Upon completion of each biennial actuarial valua-
tion, the State Actuary must review the appropriateness
of the minimum contribution rates and recommend
changesto the Legidlature, if needed.

The term "normal cost" is defined as the portion of
the cost of benefits allocated to a period of time under
the actuarial method, typically twelve months.
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Votes on Final Passage:

House 97 O
Senate 45 0

Effective: July 1, 2009

SHB 2684
C33L 06

Allowing vesting after five years of service in the
defined benefit portion of the public employees' retire-
ment system, the school employees' retirement system,
and the teachers retirement system plan 3.

By House Committee on Appropriations (originaly
sponsored by Representatives Fromhold, Bailey, Con-
way, Lovick, Green, Sells, Kenney, Quall, Simpson,
Moeller and Morrell; by request of Select Committee on
Pension Policy).

House Committee on Appropriations
Senate Committee on Ways & Means

Background: A member of Washington's public retire-
ment systems must complete specific amounts of quali-
fied employment before he or sheis entitled to a pension
benefit. This period of service requirement is called
"vesting."

In the Public Employees Retirement System (PERS)
Plans 1 and 2, the School Employees' Retirement System
(SERS) Plan 2, and the Teachers Retirement System
(TRS) Plans 1 and 2, the vesting period for employeesis
fiveyears. After fiveyearsof servicein Plan 1 or Plan 2,
members defined benefits are based in part upon the
number of qualified years of service they have worked
multiplied by 2 percent of their final average salaries.
The method of calculating final average salary varies by
plan.

The Plans 3 are a "hybrid" plan design in which
employer contributions are made to support a defined
benefit, and employee contributions are made into indi-
vidual defined contribution accounts.

In PERS 3, SERS 3, and TRS 3, the vesting period in
the defined benefit portion of employees benefits is 10
years, or five years including one year after age 54.
After 10 years of service, aPlan 3 member's defined ben-
efit is based upon the number of qualified years of ser-
vice he or she has worked multiplied by 1 percent of
average final salary. Plan 3 members vest immediately
in the defined contribution portion of their benefits.

Members who were aready vested in Plan 2 when

they transferred to PERS 3, SERS 3, or TRS 3 remain
vested members.
Summary: The vesting requirement for members of
PERS, SERS, and TRS Plans 3 is reduced from 10 years
or five years with one year after age 54 to five years of
service with one year after age 44.

Votes on Final Passage:

House 97 O
Senate 45 0

Effective: June 7, 2006

ESHB 2685
C309L 06

Making changes to general provisions in the public
safety employees' retirement system.

By House Committee on Appropriations (originally
sponsored by Representatives Fromhold, Conway,
Lovick, Quall, Simpson, Ormsby and Moeller; by
request of Select Committee on Pension Poalicy).

House Committee on Appropriations

Senate Committee on Ways & Means

Background: The Public Safety Employees' Retirement
System (PSERS) was created in 2004. The PSERS will
open to members on July 1, 2006, and will provide
retirement benefits for state and local government
employees who work in positions with law enforcement
duties but are not eligible for membership in the Law
Enforcement Officers and Fire Fighters' Retirement Sys-
tem.

Members of the PSERS with at least 20 years of ser-
vice will be eligible for full retirement benefits from age
60, five years earlier than the regular retirement age in
PERS Plans 2 and 3. Early retirement in the PSERS is
also available earlier and with reduced penalties. The
PSERS members with 20 years of service may retire
from age 53 with a 3 percent reduction in benefits per
year of early retirement rather than afull actuaria reduc-
tion.

Membership in the PSERS is restricted by an indi-
vidual's employer and by specific job classes in effect as
of January 1, 2004. The PSERS employers are defined
as including the Department of Corrections, the Parks
and Recreation Commission, the Gambling Commission,
the State Patrol, the Liquor Control Board, county cor-
rections departments, and the corrections departments of
municipalities not classified as First Class cities. Eligi-
ble job classes include Park Ranger, Liguor Enforcement
Officer, Gambling Special Agent, Commercial Vehicle
Enforcement Officer, and a range of correctional posi-
tions.

New employees hired into eligible positions after
July 1, 2006, will be enrolled in the PSERS immediately.
Current employees who are in the PSERS dligible posi-
tions and are now enrolled in Plans 2 or 3 of the Public
Employees Retirement System (PERS 2 or 3) will be
given the option to transfer into PSERS on July 1, 2006,
on a prospective basis. Members choosing to transfer
into PSERS from PERS will become dual members and
will be eligible to receive benefits from each plan under
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the state's portability laws. Members of PERS Plan 1,
who are able to retire at any age with 30 years of service,
are not eligible to transfer to PSERS.

Limited authority Washington Peace Officers are
full-time, fully-compensated officers of limited authority
law enforcement agencies. These officers are empow-
ered to enforce the laws within the limited subject areas
for which the agency is responsible. Limited authority
law enforcement agencies include the departments of
Natural Resources, Socia and Health Services, and Cor-
rections, the Gambling Commission, the Lottery Com-
mission, the Parks and Recreation Commission, the
Utilities and Transportation Commission, and the Liquor
Control Board.

Summary: Thelist of job classesin the statutes govern-
ing eligibility requirements for the Public Safety
Employees Retirement System (PSERS) is replaced
with a duty-based set of membership criteria. To be €li-
gible for membership, employees must work full-time
and hold a position: that requires completion of a certi-
fied criminal justice training course and which has the
authority to arrest, investigate crimes, enforce the law,
and carry a firearm; in which the primary duty is to
ensure the custody and security of incarcerated individu-
als as a probation officer, corrections officer or jailer;
that is a limited authority Washington Peace Officer; or
in which the primary responsibility is to supervise
employeeswho are eligible for membership under one of
the previoudly listed membership criteria.

References to the PSERS system are added to provi-
sions related to joining a second retirement plan, and to
the retirement systems for which retirement benefits paid
to beneficiaries of members who die in the line of duty
are paid consistent with the federal Fallen Hero Survivor
Benefits Fairness Act exempting them from federal
income tax. Issues relating to PSERS employees are
added to the responsibilities of the Select Committee on
Pension Policy's public safety subcommittee.

Voteson Final Passage:

House 97 O

Senate 47 O (Senate amended)
House (House refused to concur)
Senate (Senate receded)

Senate 48 0
Effective: March 29, 2006
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SHB 2688
PARTIAL VETO

C350L 06

Addressing the law enforcement officers' and fire fight-
ers retirement system plan 1.

By House Committee on Appropriations (originally
sponsored by Representatives Fromhold, Conway,
Lovick, Kenney, Quall, Simpson, Ormsby, Moeller and
Ericks; by request of Select Committee on Pension
Policy).

House Committee on Appropriations
Senate Committee on Ways & Means

Background: The Law Enforcement Officers and Fire
Fighters' Retirement System, Plan 1 (LEOFF 1) provides
retirement and disability benefits to law enforcement
officers and fire fighters who entered eligible employ-
ment between 1969 and 1977. Since 1977, eligible law
enforcement officers and fire fighters have entered
LEOFF 2.

In 1974, the Legislature capped retirement allow-
ances of new members of LEOFF 1 at 60 percent of final
average salary, except as retirement allowances might
increase after retirement by the annual Consumer Price
Index cost of living adjustment. The result was that for
the members who joined LEOFF 1 between the institu-
tion of the cap on February 19, 1974, and the closing of
the planin 1977, aLEOFF 1 member's retirement allow-
ance would initially be based on no more than 30 years
of service credit.

Prior to 1974, 30 years of service caps were placed
in the Public Employees Retirement System, Plan 1, and
the Teachers Retirement System, Plan 1. Final average
salary is defined in LEOFF 1 as (1) the basic salary
earned by a member attached to the same position for 12
months before retirement, or (2) the highest consecutive
24-months of basic salary for a member not in the same
position for 12 months prior to retirement.

To date, members of LEOFF 1 have not been
affected by the 60 percent cap. The cap was put in place
during 1974 for members newly entering LEOFF 1, and
about 32 years have elapsed since. Also, relatively few
members of LEOFF 1 have retired at the older ages typi-
cally associated with members who have more than 30
years of service. For example, between 1995 and 2000,
the period of the last Actuarial Experience Study, only
211 members retired from LEOFF 1 after age 55 and
only 41 retired after age 60.

Rather than retirement, most LEOFF 1 members
have | eft active service with a disability allowance equal
to 50 percent of pay, not subject to federal income tax.
During the 1995-2000 period, 984 members began dis-
ability allowances, nearly 82 percent of all the members
beginning either adisability or retirement allowance. As
LEOFF 1 was closed to new membersin 1977, the num-
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ber of active plan participants has gradually declined. In
the Washington State Actuarial Valuation Report 2002,
the Office of the State Actuary reported 1,147 LEOFF 1
active and 7,987 retired members at the end of 2002.
About 568 of these active members were first hired after
the 60 percent cap came into effect.

The LEOFF statutes also provide that LEOFF Plan 1
employers must pay for medical services incurred by
retired members. Even though the medical coverageisa
benefit created by the LEOFF statutes, it is paid directly
by employers and not from the LEOFF Plan 1 fund. The
minimum medical services provided by statute include
confinement in a nursing home or hospital extended care
facility. In 2001, the State Actuary completed a statuto-
rily-mandated study of LEOFF 1 medical benefits and
found that present value of local government liability for
LEOFF 1 medical benefits was between $700 and $800
million.

Summary: The LEOFF 1 60 percent of final average
salary cap on retirement allowancesis removed.

The Governor must establish a seven member joint
executive task force to study funding postretirement
medical benefitsfor LEOFF 1. The membership consists
of: the Director of the Department of Retirement Sys-
tems; the Administrator of the Health Care Authority;
the State Actuary; one representative of Washington cit-
ies, one representative of Washington counties, and one
active and one retired member of LEOFF 1, each
appointed by the Governor. The intent of the task force
is to create a funding mechanism to assist employers in
providing postretirement medical benefits to LEOFF 1
members. The task force must make recommendations
for proposed legislation to the appropriate committees of
the Legislature by September 1, 2006, and submit a final
report no later than December 1, 2006. The task force
expires December 1, 2006.

Voteson Final Passage:

House 78 19
Senate 34 6 (Senate amended)
House 75 23 (House concurred)

Effective: July 1, 2006

Partial Veto Summary: The veto eliminates the Joint
Executive Task Force on Funding Postretirement Medi-
cal Benefits for members of LEOFF plan 1.

VETO MESSAGE ON SHB 2688
March 30, 2006

To the Honorable Speaker and Members,

The House of Representatives of the Sate of Washington
Ladies and Gentlemen:

| am returning, without my approval as to Section 2, Substi-
tute House Bill No. 2688 entitled:

“AN ACT Relating to the law enforcement officers’ and

firefighters' retirement system plan 1.”

Local governments face challenges in providing health care
benefits for retired members of the Law Enforcement Officers
and Firefighters' Retirement System Plan 1 (LEOFF 1). The

cost of these benefits can be significant, especially for smaller
jurisdictions. It is sensible for the state to assist local govern-
ments in their search for ways to address this obligation in the
most efficient way possible. However, a thorough and careful
review of options will take longer than provided in the bill, and
will need to include a broader range of possibilities. The bill
also charges a task force to study the use of excess pension
assets to provide health care coverage. Notwithstanding poten-
tial legal barriersto this use of pension assets, the current finan-
cial situation of the LEOFF 1 pension plan clearly does not
support this option.

While | am vetoing Section 2, | am directing the Department
of Retirement Systems and the Health Care Authority to lay the
groundwork for study of thisissue, and to consult plan members
and representatives of local governmentsin their work.

For these reasons, | have vetoed Section 2 Substitute House
Bill No. 2688

With the exception of Section 2, Substitute House Bill No.
2688 is approved.

Respectfully submitted,

e .

Christine O. Gregoire
Governor

HB 2690
C214L 06

Permitting members of the public employees' retirement
system, the teachers retirement system, the school
employees retirement system, the public safety employ-
ees retirement system, plan 1 of the law enforcement
officers and fire fighters retirement system, and the
Washington state patrol retirement system to make a one-
time purchase of additional service credit.

By Representatives Crouse, Conway, Lovick, Hunt,
Green, Sells, Quall, Simpson, Moeller and Morrell; by
request of Select Committee on Pension Policy.

House Committee on Appropriations
Senate Committee on Ways & Means

Background: A vested member of the Teachers' Retire-
ment System Plans 2 or 3 (TRS 2/3) may retire with an
unreduced defined benefit at age 65. At retirement in
Plan 2 amember receives 2 percent of the member'sfinal
average salary for each year of credited service. In Plan
3, a member receives 1 percent of the member's fina
average salary for each year of credited service and may
withdraw his or her accumulated member contributions
and earnings.

Beginning at age 55, a member of TRS 2 may apply
for early retirement after 20 years of credited service.
Beginning at age 55, a member of TRS 3 may apply for
early retirement after 10 years of credited service. If a
member in TRS 2/3 applies for early retirement with
fewer than 30 years of service, his or her benefit is actu-
arialy reduced for the difference between the member's
age difference at retirement and age 65. This actuaria
reduction typically averages about 8 percent per year. A
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member who applies for early retirement with 30 or
more years of service has his or her benefit reduced
instead by 3 percent per year.

Members of the TRS generally have the opportunity
to participate in deferred compensation plans. These
plans permit an individua to place a portion of saary
into a specia account prior to being subject to payroll tax
reductions. The Department of Retirement Systems
(DRS) operates a deferred compensation program con-
sistent with the federal tax requirements of 26 United
States Code section 457, commonly called a"457 Plan",
in which employees of the state, counties, municipalities,
and other political subdivisions may participate. Some
school districts and local governments may also partici-
pate in other deferred compensation-type plans com-
monly referred to as "403(b)" or "401(k)" plans.
Individuals may also be able to deposit funds into
accounts with preferential tax treatment such as Individ-
ua Retirement Accounts (IRAS).

In recent years, changes in federal law have liberal-
ized the rules on the transfer of funds between tax-
deferred accounts, including government defined benefit
pension plans like the TRS 2/3 and deferred compensa
tion accounts such as 457, 403(b), and 401(k) plans.
Many state and local government pension plans have
subsequently provided the opportunity for members to
transfer funds, including funds from tax-deferred
accounts, into these plans to add up to five years of ser-
vice credit to amember's defined benefit.

Legidation enacted in 2004 provided the opportu-
nity for members of the Public Employees Retirement
System (PERS) and the School Employees Retirement
Systems (SERS) Plans 2 and 3 to purchase up to five
years of additional service credit at the time of early
retirement. The cost of the additional service credit is
the actuarially equivalent vaue of the resulting increase
in the members' benefit. In 2005, legidation was enacted
to provide the same opportunity to members of the TRS
Plans 2 and 3.

Summary: Members of the Teachers, School Employ-
ees, and Public Employees Plans 1, 2 and 3, the Public
Safety Employees Retirement System Plan 2, the Law
Enforcement Officers and Fire Fighters Plan 1, and the
Washington State Patrol Retirement System may pur-
chase up to five years of service credit at time of normal
or early retirement. The service credit purchased is not
regular membership service and may not be used for pur-
poses such as qualifying for improved early retirement
benefits, such as the 3 percent per year reduction avail-
able to members of the PERS, TRS, and SERS Plans 2
and 3 with 30 years of service.

The cost of the additional service credit isthe actuar-
ial equivalent value of the resulting increase in the mem-
ber's benefit. The member may pay all or part of the cost
of the additional service with an eligible transfer from a
qualified retirement plan. The DRS must adopt rules to

100

ensure that all purchases and transfers comply with the
requirements of the federal Internal Revenue Code and
regulations.

The laws permitting the purchase of service credit
only upon early retirement in PERS, TRS, and SERS
Plans 2 and 3 are repeal ed.

Votes on Final Passage:

House 97 O
Senate 39 O

Effective: July 1, 2006

SHB 2691
C189L 06

Creating optional public retirement benefits for justices
and judges.

By House Committee on Appropriations (originaly
sponsored by Representatives Crouse, Fromhold,
Conway, Lovick, Bailey, Kenney and Quall; by request
of Select Committee on Pension Policy).

House Committee on Appropriations
Senate Committee on Ways & Means

Background: Since July 1, 1988, newly elected or
appointed judges and justices have become members of
the Public Employees Retirement System (PERS) Plan
2. Since March 1, 2002, judges and justices without pre-
viously established PERS membership have had the
choice to enter PERS Plan 2 or Plan 3.

The PERS Plan 2 provides members with an unre-
duced benefit of 2 percent of average final compensation
for each year of service credit earned at age 65. The
PERS Plan 3 provides members with an unreduced bene-
fit of 1 percent per year of service credit earned at age
65, plus an individual member account of accumulated
employee contributions plus investment earnings. A
member of PERS Plan 2 or 3 may include any number of
years of service towards the 2 percent or 1 percent for-
mulain calculating their retirement benefit.

State-employed justices and judges, including those
on the Washington Supreme Court, Courts of Appeals,
and Superior Courts, also participate in a supplemental
defined contribution program called the Judicial Retire-
ment Account (JRA). The JRA was established in 1988,
and members and employers each contribute 2.5 percent
of pay to an individual member account. Distribution of
the JRA is available to the member upon retirement as a
lump-sum or in other payment forms as made available
by the administering agency, the Administrator of the
Courts.

Between 1937 and 1971, judges participated in the
Judges Retirement Plan and, between 1971 and 1988,
the Judicial Retirement System. Both plans offered a
benefit capped at 75 percent of pay that could be accrued
a