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WASHINGTON SESSION LAWS
GENERAL INFORMATION

EDITIONS AVAILABLE.
(2) General Information. The session laws are printed successively in two editions:

(i) a temporary pamphlet edition consisting of a series of one or more paper
bound books, which arc published as soon as possible following the
session, at random dates as accumulated; followed by

(ii) a permanent hardbound cdition containing the accumulation of all laws
adopted in the legislative session. Both editions contain a subject index
and tables indicating Revised Code of Washington scctions affected.

{b) Where and how obtained—price. Both the temporary and permanent session

laws may be ordered froin the Statute Law Committee, Legislative Building,
P.O. Box 40552, Olympia, Washingion 98504-0552. The temporary pamphlet
cdition costs $5.40 per sct ($5.00 plus $0.40 for state and local sales tax at
7.9%). The permanent cdition costs $43.16 per two-volume set ($40.00 plus
$3.16 for state and local sales tax at 7.9%). All orders must be accompanied by
payment.

PRINTING STYLLE — INDICATION OF NEW OR DELETED MATTER
Both editions of the session laws present the laws in the form in which they were
enacted by the legislature. This style quickly and graphically portrays the curremt
changes to existing law as follows:

(a) In amendatory sections

(i) underlined matter is new matter.
(i) deleted matter is ((Hined-out-tnd-bracketed-between-double-parenthesey)).

(b) Complete new sections are prefaced by the words NEW SECTION.

PARTIAL VETOES
(a) Vetoed matter is printed in bold italics.
(b) Pertinent excerpts of the governor’s explanation of partial vetoes are printed at

the end of the chapter concerned.

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

. EFFECTIVE DATE OF LAWS
(a) The state Constitution provides that unless otherwise qualified, the laws of any

session take effect ninety days after adjournment sine die. The Secretary of
State has determined the pertinent date for the Laws of the 1995 regular session
to be July 23, 1995 (midnight July 22nd). The pertinent date for the Laws of
the 1995 Ist special session is August 22, 1995 (midnight August 21). The
pertinent date for the Laws of the 1995 2nd special session is August 24, 1995
(midnight August 23),

{b) Laws that carry an emergency clause take cffect immediately upon approval by

the Governor.

(¢) Laws that prescribe an cffective date take ceffect upon that date.

INDEX AND TABLES
A cumulative index and tables of all 1995 laws may be found at the back of the
final pamphlet edition and the permanent hardbound edition.
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WASHINGTON LAWS, 1995 Ch. 1

CHAPTER 1
(Initiative 607)
DENTURISTS REGULATED

AN ACT Relating to denturism; amending RCW 18.120.020 and 18.130.040; adding a new
section to chapter 48.20 RCW; adding a new section to chapter 48.21 RCW; adding a new section
to chapter 48.43 RCW; adding a new section to chapter 48.44 RCW; adding a new scction to chapter
48 46 RCW,; adding a new chapter to Title 18 RCW; and creating a new section.

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

NEW SECTION. Sec. 1. The state of Washington finds that to realize the
state’s current statutory policy of regulating health professions at the Jeast
restrictive level consistent with the public interest, a program of licensure for
denturists should be established. The intent of the legislature is to help assure
the public’s health, provide a mechanism for consumer protection, and offer cost-
effective alternatives for denture care services and products to individual
consumers and the state.

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

(J) "Board" means the state board of denture technology.

(2) "Denture” means a removable full or partial upper or lower dental
appliance to be worn in the mouth to replace missing natural teeth,

(3) "Denturist" means a person licensed under this chapter to engage in the
practice of denturism.

(4) "Department” means the department of health,

(5) "Practice of denturism" means:

(a) Making, placing, constructing, altering, reproducing, or repairing a
denture; and

(b) Taking impressions and furnishing or supplying a denture directly to a
person or advising the use of a denture, and maintaining a facility for the same.

(6) "Secretary” means the secretary of health or the secretary’s designee.

NEW SECTION. Sec. 3. (1) Before making and fitting a denture, a
denturist shall examine the patient’s oral cavity.

(a) If the examination gives the denturist reasonable cause to believe that
there is an abnormality or disease process that requires medical or dental treat-
ment, the denturist shall immediately refer the patient to a dentist or physician,
In such cases, the denturist shall take no further action to manufacture or place
a denture until the patient has been examined by a dentist or physician and the
dentist or physician gives written clearance that the denture will pose no threat
to the patient’s health.

(b) If the examination reveals the need for tissue or teeth modification in
order to assure proper fit of a full or partial denture, the denturist shall refer the
patient to a dentist and assure that the modification has been completed before
taking an impression for the completion of the denture.
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(2) A denturist who makes or places a denture in a manner not consistent
with this section is subject to the sanctions provided in chapter 18.130 RCW, the
uniform disciplinary act.

(3) A denturist must successfully complete special training in oral pathology
prescribed by the board, whether as part of an approved associate degree
program or equivalent training, and pass an examination prescribed by the board,
which may be a part of the examination for licensure to become a licensed
denturist.

NEW SECTION. Sec. 4. No person may represent himself or herself as
a licensed denturist or use any title or description of services without applying
for licensure, meeting the required qualifications, and being licensed as a
denturist by the department, unless otherwise exempted by this chapter.

NEW SECTION. Sec. 5. Nothing in this chapter prohibits or restricts:

(1) The practice of a profession by an individual who is licensed, certified,
or registered under other laws of this state and who is performing services within
the authorized scope of practice;

(2) The practice of denturism by an individual employed by the government
of the United States while the individual is engaged in the performance of duties
prescribed by the laws and regulations of the United States;

(3) The practice of denturism by students enrolled in a school approved by
the department. The perforinance of services must be pursuant to a course of
instruction or an assignment from an instructor and under the supervision of an
instructor; or

(4) Work performed by dental labs and dental technicians under the written
preseription of a dentist.

NEW SECTION. Sec. 6. (1) The state board of denture technology is
created. The board shall consist of seven members appointed by the secretary
as follows: .

(a) Four members of the board must be denturists licensed under this
chapter, except initial appointees, who must have five years' experience in the
field of denturism or a related field.

(b) Two members shall be selected from persons who are not affiliated with
any health care profession or facility, at least one of whom must be over sixty-
five years of age representing the elderly.

(c) One member must be a dentist licensed in the state of Washington,

(2) The members of the board shall serve for terms of three years. The
terms of the initial members shall be staggered, with the members appointed
under subsection (1)(a) of this section scrving two-year and three-year terms
initially and the members appointed under subsection (1) (b) and (c) of this
section serving one-year, two-year, and three-year terms initially. Vacancies
shall be filled in the same manner as the original appointments are made.
Appointments to fill vacancies shall be for the remainder of the unexpired term
of the vacant position,
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(3) No appointee may serve more than two consecutive terms,

(4) Members of the board shall be reimbursed for travel expenses under
RCW 43.03.050 and 43.03.060.

(5) A member of the board may be removed for just cause by the secretary,

NEW SECTION. Sec. 7. (1) The board shall elect a chairperson of the
board annually. The same person may not hold the office of chairperson for
more than three years in succession.

(2) A majority of the board constitutes a quorum for all purposes, and a
majority vote of the members voting governs the decisions of the board.

NEW SECTION. Sec. 8. The board shall:

(1) Determine the qualifications of persons applying for licensure under this
chapter;

(2) Prescribe, administer, and detcrmine the requirements for examinations
under this chapter and establish a passing grade for licensure under this chapter;

(3) Adopt rules under chapter 34.05 RCW to carry out the provisions of this
chapter; ,

() Set all licensure, examination, and renewal fees in accordance with RCW
43.70.250; ’

(5) Advise the secretary on the hiring of clerical, administrative, investiga-
tive, and other staff as needed to implement this chapter and act on behalf of the
board;

(6) Evaluate and designate those schools from which graduation will be
accepted as proof of an applicant’s completion of coursework requirements for
licensure; and

(7) Act as the disciplining authority under this chapter in accordance with
the uniform disciplinary act, chapter 18.130 RCW, which governs unlicensed
practice, the issuance and denial of licenses, and the disciplining of license
holders under this chapter.

NEW SECTION. Sec. 9. The secretary shall:

(1) Issue licenses for the practice of denturism under this chapter;

(2) Administer oaths and subpoena witnesses for the purpose of carrying out
the activities authorized under this chapter;

(3) Establish forms and procedures necessary to administer this chapter;

(4) Hire clerical, administrative, investigative, and other staff as needed to
implement this chapter and act on behalf of the board; and

(5) Issue licenses of endorsement for applicants from states that maintain
standards of practice substantially equivalent to this state.

NEW SECTION. Sec. 10. The secretary shall issue a license to practice
denturism to an applicant who submits a completed application, pays the
appropriate fees, and meets the following requirements:

(1) A person currently licensed to practice denturism under statutory
provisions of another state or federal enclave that maintains standards of practice
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substantially equivalent to this chapter shall be licensed without examination
upon providing the department with the following:

(a) Proof of successfully passing a written and clinical examination for
denturism in a state that the board has determined has substantially equivalent
standards as those in this chapter in both the written and clinical examinations;
and

(b) An affidavit from the state agency where the person is licensed or
certified attesting 1o the fact of the person’s licensure or certification.

(2) A person graduating from a formal denturism program shall be licensed
if he or she:

(a) Documents successful completion of formal training with a major course
of study in denturism of not less than two years in duration at an educational
institution recognized by the board; and

{b) Passes a written and clinical examination approved by the board,

(3) An applicant who does not otherwise qualify under subsection (1) or (2)
of this section shall be licensed within two years of the effeciive date of this act
if he or she:

(a) Provides to the board three affidavits by persons other than family
members attesting to the applicant’s employment in denture technology for at
least five years, or provides documentation of at least four thousand hours of
practical work within denture technology;

(b) Pruvides documentation of successful completion of a training course
approved by the board or completion of an equivalent course approved by the
board; and

(c) Passes a written and clinical examination administered by the board.

NEW SECTION. Sec. 11. The board shall administer the examinations for
licensing under this chapter, subject to the following requirements:

(1) Examinations shall determine the qualifications, fitness, and ability of the
applicant to practice denturism. The test shall include a written examination and
a practical demonstration of skills.

(2) Examinations shall be held at least annually.

(3) The first examination shall be conducted not later than July 1, 1995.

{(4) The written examination shall cover the following subjects: (a) Head
and oral anatomy and physiology: (b) oral pathology; (c) partial denture
construction and design; (d) microbiology; (e) clinical dental technology: (f)
dental laboratory technology; (g) clinical jurisprudence; (h) asepsis; (i) medical
emergencies; and (j) cardiopulmonary resuscitation,

(5) Upon payment of the appropriate fee, an applicant who fails either the
written or practical examination may have additional opportunities to take the
portion of the examination that he or she failed.

The board or secretary may hire trained persons licensed under this chapter
to administer and grade the examinations or may contract with regional
examiners who meet qualifications adopted by the board.
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NEW SECTION. Sec. 12. The department shall charge and collect the fees
established by the board. Fees collected shall be placed in the health professions
account under RCW 43.70.320.

NEW SECTION. Sec. 13. (1) A license issued under section 9 of this uct
is valid for two years. A license may be renewed by paying the renewal fee.

(2) If a license issued is effective on a date other than July 1, it shall be
valid until the following June 30.

(3) The license shall contain, on its face, the address or addresses where the
license holder will perform the denturist services.

NEW SECTION. Sec. 14, The board shall establish by rule the administra-
tive requircments for renewal of licenses to practice denturism, but shail not
increase the licensure requirements provided in this chapter. The board shall
establish a renewal and late renewal penalty in accordance with RCW 43.70.250.
Failure to renew shall invalidate the license and all privileges granted by the
license. The board shall determine by rule whether a license shall be canceled
for failure to renew and shall establish procedures and prerequisites for
relicensure.

NEW SECTION. Sec. 15. (1) An individual may place his or her license
on inactive status. The holder of an inactive license shall not practice denturism
in this state without first activating the license.

(2) The inactive renewal fee shall be established by the board. Failure to
renew an inactive license shall result in cancellation in the same manner as
failure to renew an active license results in cancellation,

(3) An inactive license may be placed in an active status upon compliance
with rules established by the board.

(4) The provisions relating to denial, suspension, and revocation of a license
are applicable to an inactive license, except that when proceedings to suspend or
revoke an inactive license have been initiated, the license shall remain inactive
untit the proceedings have been completed.

NEW SECTION. Sec. 16. Notwithstanding any other provision of state
law, a licensed denturist may enter into a partnership or other business
association with a dentist, provided that such asscciation does not impede the
independent professional judgment of either party.

NEW SECTION. Sec, 17. This chapter may be known and cited as the
Washington state denturist act.

Scc. 18, RCW 18.120.020 and 1989 ¢ 300 s 14 are each amended to read
as follows:

The definitions contained in this section shall apply throughout this chapter
unless the context clearly requires otherwise.

(1) "Applicant group” includes any health professional group or organization,
any individual, or any other interested party which proposes that any health
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professional group not presently regulated be regulated or which proposes to
substantially increase the scope of practice of the profession.

(2) "Certificate" and "certification" mean a voluntary process by which a
statutory regulatory entity grants recognition to an individual who (a) has met
certain prerequisite qualifications specified by that regulatory entity, and (b) may
assuine or use "certified" in the title or designation to perform prescribed health
professional tasks.

(3) "Grandfather clause" means a provision in a regulatory statute applicable
to practitioners actively engaged in the regulated health profession prior to the
effective date of the regulatory statute which exempts the practitioners from
meeting the prerequisite qualifications set forth in the regulatory statute to
perform prescribed occupational tasks.

(4) "Health professions" means and includes the following health and health-
related licensed or regulated professions and occupations: ((Pediatey)) podiatric
medicine_and surgery under chapter 18.22 RCW; chiropractic under chapters
18.25 and 18.26 RCW; dental hygiene under chapter 18.29 RCW; dentistry under
chapter 18.32 RCW; denturism under chapter 18.— RCW (sections 2 through 17
of this act); dispensing opticians under chapter 18.34 RCW; hearing aids under
chapter 18.35 RCW; naturopaths under chapter 18.36A RCW; embalming and
funeral directing under chapter 18.39 RCW; midwifery under chapter 18.50
RCW; nursing home administration under chapter 18.52 RCW; optometry under
chapters 18.53 and 18.54 RCW; ocularists under chapter 18.55 RCW; osteopathy
and osteopathic medicine and surgery under chapters 18.57 and 18.57A RCW;
pharmacy under chapters 18.64 and 18.64A RCW; medicine under chapters
18.71, 18.71A. and 18.72 RCW; emergency medicine under chapter 18.73 RCW;
physical therapy under chapter 18.74 RCW; practical nurses under chapter 18,78
RCW; psychologists under chapter 18.83 RCW; registered nurses under chapter
18.88 RCW,; occupational therapists licensed pursuant to chapter 18.59 RCW;
respiratory care practitioners certified under chapter 18.89 RCW; veterinarians
and animal technicians under chapter 18.92 RCW, health care assistants under
chapter 18,135 RCW; massage practitioners under chapter 18.108 RCW,
acupuncturists certified under chapter 18.06 RCW; persons registered or certified
under chapter 18.19 RCW; dietitians and nutritionists certified by chapter 18,138
RCW, radiologic technicians under chapter 18.84 RCW; and nursing assistants
registered or certified under chapter 18.88A RCW,

(5) "Inspection” means the periodic examination of practitioners hy a state
agency in order to ascertain whether the practitioners’ occupation is being carried
out in a fashion consistent with the public health, safety, and welfare.

(6) "Legislative committees of reference” means the standing lepislative
committees designated by the respective rules committees of the senate and
house of representatives to consider proposed legislation to rcgulate health
professions not previously rcgulated.

(7) "License," "licensing," and "licensure" mean permission to engage in a
health profession which would otherwise be unlawful in the state in the absence
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of the permission. A license is granted to those individuals who meet prerequi-
site qualifications to perform prescribed health professional tasks and for the use
of a particular title.

(8) "Professional license" means an individual, nontransferable authorization
to carry on a health activity based on qualifications which include: (a) Grad-
uation from an accredited or approved program, and (b) acceptable performance
on a qualifying examination or series of ¢xaminations.

(9) "Practitioner" means an individual who (a) has achieved knowledge and
skill by practice, and (b) is actively engaged in a specified health profession.

(10) "Public member" means an individual who is not, and never was, a
member of the health profession being regulated or the spouse of a member, or
an individual who does not have and never has had a material financial interest
in either the rendering of the health professional service being regulated or an
activity directly related to the profession being regulated.

(11) "Registration" means the formal notification which, prior to rendering
services, a practitioner shall submit to a state agency setting forth the name and
address of the practitioner; the location, nature and operation of the health
activity to be practiced; and, if required by the regulatory entity, a description of
the service to be provided.

(12) "Regulatory entity" means any board, commission, agency, division, or
other unit or subunit of state government which regulates one or more profes-
sions, occupations, industries, businesses, or other endeavors in this state.

(13) "State agency" includes every state office, department, board,
commission, regulatory entity, and agency of the state, and, where provided by
law, programs and activities involving less than the full responsibility of a state
agency.

Sec. 19. RCW 18.130.040 and 1993 ¢ 367 s 4 are each amended to read as
follows:

(1) This chapter applies only to the secretary and the boards having
jurisdiction in relation to the professions licensed under the chapters specified in
this section. This chapter does not apply to any business or profession not
licensed under the chapters specified in this section,

(2)(a) The secretary has authority under this chapter in relation to the
following professions:

(i) Dispensing opticians licensed under chapter 18.34 RCW,

(it) Naturopaths licensed under chapter 18.36A RCW;

(iii) Midwives licensed under chapter 18.50 RCW;

(iv) Ocularists licensed under chapter 18,55 RCW;

(v) Massage operators and businesses licensed under chapter 18.108 RCW;

(vi) Dental hygienists licensed under chapter 18.29 RCW;

(vii) Acupuncturists certified under chapter 18.06 RCW;

(viii) Radiologic technologists certified under chapter 18.84 RCW;

(ix) Respiratory care practitioners certified under chapter 18.89 RCW;

(x) Persons registered or certified under chapter 18.19 RCW;
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(xi) Persons registered as nursing pool operators;

(xii)} Nursing assistants registered or certified under chapter 18.88A RCW;

(xiil) Health care assistants certified under chapter 18.135 RCW;

(xiv) Dietitians and nutritionists certified under chapter 18,138 RCW;

(xv) Sex offender treatment providers certified under chapter 18.155 RCW;
and

(xvi) Persons licensed and certified under chapter 18.73 RCW or RCW
18.71.205.

(b) The boards having authority under this chapter are as follows:

(i) The podiatric medical board as established in chapter 18.22 RCW;

(ii) The chiropractic disciplinary board as established in chapter 18.26 RCW
governing licenses issued under chapter 18.25 RCW;

(iii) The dental disciplinary board as established in chapter 18.32 RCW;

(iv) The ((eeuneil-on)) board on fitting and dispensing of hearing aids as
established in chapter 18.35 RCW;

(v) 'The board of funeral directors and embalmers as established in chapter
18.39 RCW;

(vi) The board of examiners for nursing home administrators as established
in chapter 18,52 RCW;

(vii) The optometry board as established in chapter 18.54 RCW governing
licenses issued under chapter 18.53 RCW;

(viit) The board of osteopathic medicine and surgery as established in
chapter 18.57 RCW governing licenses issued under chapters 18.57 and 18.57A
RCW;

(ix) The board of pharmacy as established in chapter 18.64 RCW governing
licenses issued under chapters 18.64 and 18.64A RCW;

(x) The medical disciplinary board as established in chapter 18,72 RCW
governing licenses and registrations issued under chapters 18,71 and 18.71A
RCWw;

(xi) The board of physical therapy as established in chapter 18.74 RCW;

(xii) The board of occupational therapy practice as establishcd in chapter
18.59 RCW;

(xiii} The board of practical nursing as established in chapter 18.78 RCW;

(xiv) The examining board of psychology and its disciplinary comnittee as
established in chapter 18.83 RCW;

(xv) The board of nursing as established in chapter 18,88 RCW; ((and))

(xvi) The veterinary board of governors as established in chapter 18.92
RCW; and

(xvii) Denturists licensed under chapter 18.— RCW (sections 2 through 17
of this act).

(3) In addition to the-authority to discipline license holders, the disciplining
authority has the authority to grant or deny licenses based on the conditions and
criteria established in this chapter and the chapters specified in subsection (2) of
this section. However, the board of chiropractic examiners has authority over
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issuance and denial of licenses provided for in chapter 18.25 RCW, the board of
denwtl examiners has authority over issuance and denial of licenses provided for
in RCW 18.32.040, and the board of medical examiners has authority over
issuance and denial of licenses and registrations provided for in chapters 18.71
and 18.71A RCW. This chapter also governs any investigation, hearing, or
proceeding relating to denial of licensure or issuance of a license conditioned on
the applicant’s compliance with an order entered pursuant to RCW 18.130.160
by the disciplining authority.

NEW SECTION. Sec. 20. Sections 2 through 17 of this act shall constitute
a new chapter in Title 18 RCW.

NEW SECTION. Sec. 21. A new section is added to chapter 48.20 RCW
to read as follows:

Notwithstanding any provision of any disability insurance contract covering
dental care as provided for in this chapter, effective January 1, 1995, benefits
shall not be denied thereunder for any service performed by a denturist licensed
under chapter 18.— RCW (sections 2 through 17 of this act) if (1) the service
performed was within the lawful scope of such person’s license, and (2) such
contract would have provided benefits if such service had been performed by a
dentist licensed under chapter 18.32 RCW,

NEW SECTION. Sec. 22. A new section is added to chapter 48.2]1 RCW
to read as follows:

Notwithstanding any provision of any group disability insurance contract or
blanket disability insurance contract covering dental care as provided for in this
chapter, effective January I, 1995, benefits shall not be denied thereunder for any
service performed by a denturist licensed under chapter 18.— RCW (sections 2
through 17 of this act) if (1) the service performed was within the lawful scope
of such person’s license, and (2) such contract would have provided benefits if
such service had been performed by a dentist licensed under chapter 18.32 RCW,

NEW SECTION. Sec. 23. A new section is added to chapter 4843 RCW
to read as follows:

Notwithstanding any provision of any certitied health plan covering dental
care as provided for in this chapter, effective January 1, 1995, benefits shall not
be denied thereunder for any service performed by a denturist licensed under
chapter 18.— RCW (sections 2 through 17 of this act) if (1) the service
performed was within the lawful scope of such person’s license, and (2) such
plan would have provided benefits if such service had been performed by a
dentist licensed under chapter 18.32 RCW.

NEW SECTION. Sec. 24. A new section is added to chapter 48.44 RCW
to read as follows:

Notwithstanding any provision of any health care service contract covering
dental care as provided for in this chapter, effective January 1, 1995, benefits
shall not be denied thereunder for any service performed by a denturist licensed
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under chapter 18,— RCW (sections 2 through 17 of this act) if (1) the service
performed was within the lawful scope of such person’s license, and (2) such
contract would have provided benefits if such service had been performed by a
dentist licensed under chapter 18.32 RCW,

NEW SECTION. Sec. 25. A new section is added to chapter 48.46 RCW
to read as follows:

Notwithstanding any provision of any health maintenance organization
agreement covering dental care as provided for in this chapter, effective January
1, 1995, benefits shall not be denied thereunder for any service performed by a
denturist licensed under chapter 18.— RCW (sections 2 through 17 of this act)
if (1) the service performed was within the lawful scope of such person’s license,
and (2) such agreement would have provided benefits if such service had been
performed by a dentist licensed under chapter 18.32 RCW.

NEW SECTION. Sec. 26. If any provision of this act or its application to
any person or circumstance is held invalid, the remainder of the act or the
application of the provision to other persons or circumstances is not affected.

Originally filed in Office of Secretary of State January 18, 1994,
Approved by the People of the State of Washington in the General Election
on November 8, 1994,

CHAPTER 2
[Senate Bill 5038)
HEALTH BENEFITS AND STANDARDS-—EXTENSION OF DEADLINES

AN ACT Relating to modifying time periods for adoption of health benefits and standards;
amending RCW 43.72.090, 43.72.180, 70.47.020, and 70.47.060; and declaring an emergency.

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

Sec. 1. RCW 43,72.090 and 1993 ¢ 492 s 427 are each amended to read as
follows:

(1) On and after ((Fuly—+)) December 31, 1995, no person or entity in this
state shall provide the uniform benefits package and supplemental benefits as
defined in RCW 43,72.010 without being certified as a certified health plan by
the insurance commissioner.,

(2) On and after ((Fuly-1+)) December 31, 1995, no certified health plan may
offer less than the uniform benefits package to residents of this state and no
registered employer health plan may provide less than the uniform benefits
package to its employees and their dependents.

(3) The health services commission may authorize renewal or continuation
unti] December 31, 1996, of health care service contracts, disability group insur-
ance, or health maintenance policies in effect on December 31, 1995.

Sec. 2. RCW 43.72.180 and 1993 ¢ 492 s 454 are each amended to read as
follows:
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The legislature may disapprove of the uniform benefits package developed
under RCW 43.72.130 and medical risk adjustment mechanisms developed under
RCW 43.72.040(7) by an act of law at any time prior to the ((thistieth)) last day
of the following regular legislative session. If such disapproval action is taken,
the commission shall resubmit a modified package to the legislature within
fifteen days of the disapproval. If the legislature does not disapprove or modify
the package by an act of law by the end of that regular session, the package is
deemed approved,

Sec. 3. RCW 70.47.020 and 1994 ¢ 309 s 4 are each amended to read as
follows:

As used in this chapter:

(1) "Washington basic health plan” or "plan” means the system of enrollment
and payment on a prepaid capitated basis for basic health care services, adminis-
tered by the plan administrator through participating managed health care
systems, created by this chapter.

(2) "Administrator" means the Washington basic health plan administrator,
who also holds the position of administrator of the Washington state health care
authority.

(3) "Managed health care svstem" means any health care organization,
including health care providers, irsurers, health care service contractors, health
maintenance organizations, or any combination thereof, that provides directly or
by contract basic health care services, as defined by the administrator and
rendered by duly licensed providers, on a prepaid capitated basis to a defined
patient population enrolled in the plan and in the managed health care system.
On and after ((Fulty+)) December 31, 1995, "managed health care system" means
a certified health plan, as defined in RCW 43.72.010,

(4) "Subsidized enrollee" means an individual, or an individual plus the
individual’s spouse or dependent children, not eligible for medicare, who resides
in an area of the state served by a managed health care system participating in
the plan, whose gross family income at the time of enrollment does not exceed
twice the federal poverty level as adjusted for family size and determined
annually by the federal department of health and human services, who the
administrator determines shall not have, or shall not have voluntarily relinquished
health insurance more comprehensive than that offered by the plan as of the
effective date of enrollment, and who chooses to obtain basic health care
coverage from a particular managed health care system in return for periodic
payments to the plan,

(5) "Nonsubsidized enrollee” means an individual, or an individual plus the
individual’s spouse or dependent children, not eligible for medicare, who resides
in an area of the state served by a managed health care system participating in
the plan, who the administrator determines shall not have, or shall not have
voluntarily relinquished health insurance more comprehensive than that offered
by the plan as of the effective date of enrollment, and who chooses to obtain
basic health care coverage from a particular managed health care system, and
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who pays or on whose behalf is paid the full costs for participation in the plan,
without any subsidy from the plan,

(6) "Subsidy" means the difference between the amount of periodic payment
the administrator makes to a managed health care system on behalf of a
subsidized enrollee plus the administrative cost to the plan of providing the plan
to that subsidized enrollee, and the amount determined to be the subsidized
enrollee's responsibility under RCW 70.47.060(2).

(7) "Premium" means a periodic payment, based upon gross family income
which an individual, their employer or another financial sponsor makes to the
plan as consideration for enrollment in the plan as a subsidized enrollee or a
nonsubsidized enrollee.

(8) "Rate" means the per capita amount, negotiated by the administrator with
and paid to a participating managed health care system, that is based upon the
enroliment of subsidized and nonsubsidized enrollees in the plan and in that
system.

Sec. 4. RCW 70.47.060 and 1994 ¢ 309 s 5 are each amended to read as
follows:

The administrator has the following powers and duties:

(1) To design and from time to time revise a schedule of covered basic
health care services, including physician services, inpatient and outpatient
hospital services, prescription drugs and medications, and other services that may
be necessary for basic health care, which subsidized and nonsubsidized enrollees
in any participating managed health care system under the Washington basic
health plan shall be entitled to receive in return for prcmium payments to the
plan. The schedule of services shall emphasize proven preventive and primary
heaith care and shall include all services necessary for prenatal, postnatal, and
well-child care. However, with respect to coverage for groups of subsidized
enrollees who are eligible to receive prenatal and postnatal services through the
medical assistance program under chapter 74,09 RCW, the administrator shall not
contract for such services except to the extent that such services are necessary
over not more than a one-month period in order to maintain continuity of care
after diagnosis of pregnancy by the managed care provider. The schedule of
services shall also include a separate schedule of basic health care services for
children, ecighteen years of age and younger, for those subsidized or
nonsubsidized enrollees who choose to secure basic coverage through the plan
only for their dependent children. In designing and revising the schedule of
services, the administrator shall consider the guidelines for assessing health
services uader the mandated benefits act of 1984, RCW 48.42.080, and such
other factors as the administrator deems appropriate. On and after ((Fuly—)).
December 31, 1995, the uniform benefits package adopted and from time to time
revised by the Washington health services commission pursuant to RCW
43.72.130 shall be implemented by the administrator as the schedule of covered
basic health care services. However, with respect to coverage for subsidized
enrollees who are eligible to receive prenatal and postnatal services through the
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medical assistance program under chapter 74.09 RCW, the administrator shall not
contract for such services except to the extent that the services are necessary over
not more than a one-month period in order to maintain continuity of care after
diagnosis of pregnancy by the managed care provider.

(2)(a) To design and implement a structure of periodic premiums due the
administrator from subsidized enrollees that is hased upon gross family income,
giving appropriate consideration to family size and the ages of all family
members. The enrollment of children shall not require the earollment of their
parent or parents who are eligible for the plan. The structure of periodic
premiums shall be applied to subsidized enrollees entering the plan as individuals
pursuant to subsection (9) of this section and to the share of the cost of the plan
due from subsidized enrollees entering the plan as employees pursuant to
subsection (10) of this section,

(b) To determine the periodic premiums due the administrator from
nonsubsidized enrollees. Premiums due from nonsubsidized enrollees shall be
in an amount equal to the cost charged by the managed health care system
provider to the state for the plan plus the administrative cost of providing the
plan to those enrollees and the premium tax under RCW 48.14.0201.

(c) An employer or other financial sponsor may, with the prior approval of
the administrator, pay the premium, rate, or any other amount on behalf of a
subsidized or nonsubsidized enrollee, by arrangement with the enrollee and
through a mechanism acceptable to the administrator, but in no case shall the
payment made on behalf of the enrollee exceed the total premiums due from the
enrollee,

(3) To design and implement a structure of copayments due a managed
health care system from subsidized and nonsubsidized enrollees. The structure
shall discourage inappropriate enrollee utilization of health care services, but
shall not be so costly to enrollees as to constitute a barrier to appropriate
utilization of necessary health care services. On and after July 1, 1995, the
administrator shall endeavor to make the copayments structure of the plan
consistent with enrollee point of scrvice cost-sharing levels adopted by the
Washington health services commission, giving consideration to funding available
to the plan,

(4) To limit enrollment of persons who qualify for subsidies so as to prevent
an overexpenditure of appropriations for such purposes. Whenever the adminis-
trator finds that there is danger of such an overexpenditure, the administrator
shall close enrollinent until the administrator finds the danger no longer exists.

(5) To limit the payment of subsidies to subsidized enrollees, as defined in
RCW 70.47.020.

(6) To adopt a schedule for the orderly development of the delivery of
services and availability of the plan to residents of the state, subject to the
limitations contained in RCW 70.47.080 or any act appropriating funds for the
plan.
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(7) To solicit and accept applications from managed health care systems, as .
defined in this chapter, for inclusion as eligible basic health care providers under
the plan, The administrator shall endeavor to assure that covered basic health
care services are available to any enrollee of the plan from among a selection of
two or more participating managed health care systems, In adopting any rules
or procedures applicable to managed health care systems and in its dealings with
such systems, the administrator shall consider and make suitable allowance for
the need for health care services and the differences in local availability of health
care resources, along with other resources, within and among the several areas
of the state. Contracts with participating managed health care systems shall
ensure that basic health plan enrollees who become eligible for medical
assistance may, at their option, continue to receive services from their existing
providers within the managed health care system if such providers have entered
into provider agreements with the department of social and health services.

(8) To receive periodic premiums from or on behalf of subsidized and
nonsubsidized enrollees, deposit them in the basic health plan operating account,
keep records of enrollee status, and authorize periodic payments to managed
health care systems on the basis of the number of enrollees participating in the
respective managed health care systems,

(9) To accept applications from individuals residing in areas served by the
plan, on behalf of themselves and their spouses and dependent children, for
enrollment in the Washington basic health plan as subsidized or nonsubsidized
enrollees, to establish appropriate minimum-enrollment periods for enrollees as
may be necessary, and to determine, upon application and at least semiannually
thereafter, or at the request of any enrollce, eligibility due to current gross family
income for sliding scale premiums. No subsidy may be paid with respect to any
enrollee whose current gross family income exceeds twice the federal poverty
level or, subject to RCW 70.47.1 10, who is a recipient of medical assistance or
medical care services under chapter 74.09 RCW. If, as a result of an eligibility
review, the administrator determines that a subsidized enrollee’s income exceeds
twice the federal poverty level and that the enrollee knowingly failed to inform
the plan of such increase in income, the administrator may bill the enrollee for
the subsidy paid on the enrollee’s behalf during the period of time that the
enrollee’s income exceeded twice the federal poverty level. If a number of
enrollees drop their enrollment for no apparent good cause, the administrator may
establish appropriate rules or requirements that are applicable to such individuals
before they will be allowed to re-enroll in the plan.

(10) To accept applications from business owners on behalf of themselves
and their employces, spouses, and dependent children, as subsidized or
nonsubsidized enrollees, who reside in an area served by the plan. The
administrator may require all or the substantial majority of the eligible employees
of such businesses to enroll in the plan and establish those procedures necessary
to facilitate the orderly enroliment of groups in the plan and into a managed
health care system. The administrator sball require that a business owner pay at
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least fifty percent of the nonsubsidized premium cost of the plan on behalf of
each employee enrolled in the plan. Enrollment is limited to those not eligible
for medicare who wish to enroll in the plan and choose to obtain the basic health
care coverage and services from a managed care system participating in the plan.
The administrator shall adjust the amount determined to be due on behalf of or
from all such enrollees whenever the amount negotiated by the administrator with
the participating managed health care system or systems is modified or the
administrative cost of providing the plan to such enrollees changes.

(I1) To determine the rate to be paid to each participating managed health
care system in return for the provision of covered basic health care services to
enrollees in the system. Although the schedule of covered basic health care
services will be the same for similar enrollees, the rates negotiated with
participating managed health care systems may vary among the systems. In
negotiating rates with participating systems, the administrator shall consider the
characteristics of the populations served by the respective systems, economic
circumstances of the local area, the need to conserve the resources of the basic
health plan trust account, and other factors the administrator finds relevant,

(12) To monitor the provision of covered services to enrollees by participat-
ing managed health care systems in order to assure enrollee access to good
quality basic health care, to require periodic data reports concerning the
utilization of lhiealth care services rendered to enrollees in order to provide
adequate information for evaluation, and to inspect the books and records of
participating managed health care systems to assure compliance with the
purposes of this chapter. In requiring reports from participating managed health
care systems, including data on services rendered enrollees, the administrator
shall endeavor to minimize costs, both to the managed health care systems and
to the plan. The administrator shall coordinate any such reporting requirements
with other statc agencics, such as the insurance commissioner and the department
of health, to minimize duplication of effort.

(13) To evaluate the effects this chapter has on private employer-based
health care coverage and to take appropriate measures consistent with state and
federal statutes that will discourage the reduction of such coverage in the state.

(14) To develop a program of proven preventive health measures and to
integrate it into the plan wherever possible and consistent with this chapter,

(15) To provide, consistent with available funding, assistance for rural
residents, underserved populations, and persons of color.

NEW SECTION. Sec. 5. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and shall take effect immediately.

Passed the Senate January 25, 1995.

Passed the House February 1, 1995,

Approved by the Governor February 3, 1995.

Filed in Oftice of Sccretary of Statc February 3, 1995.
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CHAPTER 3
{House Bill 1039)
CITIZENS' COMMISSION ON SALARIES—MEMBERSHIP INCREASE

AN ACT Relating to altering the Washington citizens' commission on salaries for clected
officials by increasing the number of commission members selected by lot from registered voters,
providing attendance requirements, and clarifying procedures; amending RCW 43.03.305 and
43.03.310; and declaring an emergency.

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

Sec. 1. RCW 43.03.305 and 1993 ¢ 281 s 46 are each amended to read as
follows:

There is created a commission to be known as the Washington citizens’
commission on salaries for elected officials, to consist of ((fifteen)) sixteen
members appointed by the governor as provided in this section,

(1) ((Eight)) Nine of the ((fifteen)) sixteen commission members shall be
selected by lot by the secretary of state from among those registered voters

eligible to vote at the ((generat-eleetion-held-in-November—1086,and-thereafter
from—umong—these—registered—voters—eligible—to—vote—at—the)) time ((of—the

seleetion)) persons are selected for appointment to full terms on the commission
under_subsection (3) of this section. One member shall be selected from each
congressional district. The secretary shall establish policies and procedures for
conducting the selection by lot. The policies and procedures shall include, but
not be limited to, those for notifying persons selected and for providing a new
selection from a congressional district if a person selected from the district
declines appointment to the commission or if, following the person’s appoint-
ment, the person's position_on_the commission becomes vacant before the end
of the person’s term of office.

(2) The remaining seven of the ((fifteew)) sixteen commission members, all
residents of this state, shall be selected jointly by the speaker of the house of
representatives and the president of the senate. The persons selected under this
subsection shall have had experience in the field of personnel management. Of
these seven members, one shall be selected from each of the following five
sectors in this state: Private institutions of higher education; business;
professional personnel management; Jegal profession; and organized labor. Of
the two remaining members, one shall be a person recommended to the speaker
and the president by the chair of the Washington personnel resources board and
one shall be a person recommended by majority vote of the presidents of the
state’s four-year institutions of higher education,

(3) The secretary of state shall forward the names of persons selected under
subsection (1) of this section and the speaker of the house of representatives and
president of the senate shall forward the names of persons selected under
subsection (2) of this section to the governor who shall appoint these persons to
the commission, Except as provided in subsection (6) of this section, the names
of persons selected for appointment to the commission shall be forwarded to the
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governor not later than February 15, 1987, and not later than the fifteenth day
of February every four years thereafter.

(4) Members shall hold office for terms of four years, and no person may
be appointed to more than two such terms. No member of the commission may
be removed by the governor during his or her term of office unless for cause of
incapacity, incompetence, neglect of duty, or malfeasance in office or for a
disqualifying change of residence.

The unexcused absence of any person who is a member of the commission
from two consecutive meetings of the commission shall constitute the relinquish-
ment of that person’s membership on the commission. Such a relinquishment
creates a vacancy in that person’s position on the commission. A member’s
absence may be excused by the chair of the commission upon the member's
written request if the chair believes there is just cause for the absence. Such a
re_uest must be received bp the chapp before the meetin ¥ for which the absence
is to be excused. A member’s absence from a meeting of the commission may
also be excused during the meeting for which the member is absent by the
affirmative vote of a nm'orit _of theemembers of the commission resent at the
meeting.

(5) No state official, public employee, or lobbyist, or immediate family
member of the official, emplovee, or lobbyist, subject to the registration
requirements of chapter 42.17 RCW is eligible for membership on the commis-
sion.

As used in this subsection the phrase "innnediate family” means the parents,
spouse, siblings, children, or dependent relative of the official, employee, or
lobbyist whether or not living in the household of the official, employee, or
lobbyist.

(6) Upon a vacancy in any position on the commission, a successor shall be
selected and appointed to fill the unexpired term. The selection and appointment
shall be concluded within thirty days of the date the position becomes vacant and
shall be conducted in the same manner as originally provided.

Sec. 2. RCW 43.03.310 and 1986 ¢ 155 s 3 are each amended to read as
follows:

(1) The citizens® commission on salaries for elected officials shall study the
relationship of salaries to the duties of members of the legislature, all elected
officials of the executive branch of state govermment, and all judges of the
supreme court, court of appeals, superior courts, and district courts, and shall fix
the salary for each respective position.

(2) Except as provided otherwise in RCW 43.03.305 and this section, the
commission shall be solely responsible for its own organization, operation, and
action and shall enjoy the fullest cooperation of all state officials, departments,
and agencies,

(3) Members of the commission shall receive no compensation for their
services, but shall be eligible to receive a subsistence allowance and travel
expenses pursuant to RCW 43.03.050 and 43.03.060.
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(4) The members of the commission shall elect a ((ehairpersen)) chair from
among their number. The commission shall set a schedule of salaries by an
affirmative vote of not less than ((eight)) nine members of the commission,

(5) The commission shall file its initial schedule of salaries for the elected
officials with the secretary of state no later than the first Monday in June, 1987,
and shall file a schedule biennially thereafter. Each such schedule shall be filed
in legislative bill form, shall be assigned a chapter number and published with
the session laws of the legislature, and shall be codified by the statute law
committee. The signature of the ((ehairpersen)) chair of the commission shall
be affixed to each schedule submitted to the secretary of state. The ((ehairper-
sen)) chair shall certify that the schedule has been adopted in accordance with
the provisions of state law and with the rules, if any, of the commission. Such
schedules shall become effective ninety days after the filing thereof, except as
provided in Article XXVIII, section | of the state Constitution. State laws
regarding referendum petitions shall apply to such schedules to the extent
consistent with Article XXVIII, section 1 of the state Constitution.

(6) Prior to the filing of any salary schedule, the commission shall hold no
fewer than four public hearings thereon within the four months immediately
preceding the filing. ‘

(7) All meetings, actions, hearings, and business of the commission shall be
subject in full to the open public meetings act, chapter 42,30 RCW.,

(8) Salaries of the officials referred to in subsection (1) of this section that
are in effect on January 12, 1987, shall continue until modified by the commis-
sion under this section.

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

Passed the House January 27, 1995.

Passed the Senate February 10, 1995.

Approved by the Governor February 10, 1995.

Filed in Office of Secretary of State February 10, 1995.

CHAPTER 4
|Engrossed Senate Bill 5925]
UNEMPLOYMENT INSURANCE COMPENSATION RATES

AN ACT Relating to determining unemployment insurance compensation rates; reenacting and
amending RCW 50.29.025 and 50.29.025; creating a new section; providing an effective date;
providing an expiration date; and declaring an emergency.

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

Sec. 1. RCW 50.29.025 and 1993 ¢ 483 s 21 and 1993 ¢ 226 s 13 are each
reenacted and amended to read as follows:

The contribution rate for each employer shall be determined under this
section,
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(1) A fund balance ratio shall be determined by dividing the balance in the
unemployment compensation fund as of the June 30th immediately preceding the
rate year by the total remuneration paid by all employers subject to contributions
during the second calendar year preceding the rate year and reported to the
department by the following March 31st. The division shall be carried to the
fourth decimal place with the remaining fraction, if any, disregarded. The fund
balance ratio shall be expressed as a percentage.

(2) The interval of the fund balance ratio, expressed as a percentage, shall
determine which tax schedule in subsection (5) of this section shall be in effect
for assigning tax rates for the rate year except that during rate year 1995 tax
schedule AA shall be in effect. The intervals for determining the effective tax
schedule shall be:

Interval of the

Fund Balance Ratio Effective
Expressed as a Percentage Tax Schedule
((3:90)) 2.90 and above AA

((3-46-t6-3-89)) 2.50 to 2.89
((Z96-+0-3:29)) 2.10 10 2.49
((Z46-02-89)) 1.70 to 2.09
((+-96-t02:39)) 1.30 to 1.69
((440-te—-89)) 1.00 10 1.29
Less than ((+48)) 1.00

(3) An array shall be prepared, listing all qualified employers in ascending
order of their benefit ratios. The array shall show for each qualified employer:
(a) Identification number; (b) benefit ratio; (c) taxable payrolls for the four
calendar quarters immediately preceding the computation date and reported to the
department by the cut-off date; (d) a cumulative total of taxable payrolls
consisting of the employer’s taxable payroll plus the taxable payrolls of all other
employers preceding him or her in the array; and (e) the percentage equivalent
of the cumulative total of taxable payrolls,

{(4) Each employer in the array shall be assigned to one of twenty rate
classes according to the percentage intervals of cumulative taxable payrolls set
forth in subsection (5) of this section: PROVIDED, That if an employer’s
taxable payroll falls within two or more rate classes, the employer and any other
employer with the same benefit ratio shall be assigned to the lowest rate class
which includes any portion of the employer’s taxable payroll.

(5) The contribution rate for each employer in the array shall be the rate
specified in the following table for the rate class to which he or she has been
assigned, as determined under subsection (4) of this section, within the tax
schedule which is to be in effect during the rate year:

mTmUOw >
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Percent of
Cumulative Schedule of Contribution Rates
Taxable Payrolls for Effective Tax Schedule
((Rate

99-94—95—99—1—9—4»98—4—!6—4—46—4—86—4—96——5—96—-546
95.04—60.00-—20——540-—5-40—5.46—5:40-—5-40—5-40—5:40))

Rate

From To Class AA A B C D E E

000 500 1 036 036 046 086 136 176 2.36
501 1000 2 036 036 0.66 1.06 156 196 2.56
1001 1500 3 046 046 086 126 1.66 216 276
1501 2000 4 046 0.66 1.06 146 1.86 236 296
2001 2500 S5 066 0.86 1.26 166 206 256 3.06
2501 3000 6 086 1.06 146 186 226 2.66 3.16
3001 3500 7 096 126 1.66 2.06 246 286 3.26
3501 4000 8 116 146 1.86 226 266 3.06 346
4001 4500 9 136 166 2.06 246 2.86 326 3.66
4501 5000 10 156 186 226 266 3.06 346 3.86
5001 5500 11 1.86 2.16 246 286 326 366 3.96
5501 60.00 12 206 236 266 3.06 346 3.86 4.16
60.01 65.00 13 226 256 2.86 3.26 3.66 4.06 4.36
6501 7000 14 246 2.76 3.06 346 3.86 426 4.56
7001 7500 15 276 296 3.26 3.66 4.06 446 4.66
7501 8000 16 296 3.16 346 386 4.26 4.56 4.76
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80.01 85.00 17 3.16 336 3.66 406 446 476 4.86

85.01 90.00 18 356 3.76 4.06 446 476 4.86 5.06

90.01 95.00 19 396 4.16 446 4.86 496 506 5.26

95.01 100.00 20 540 540 540 540 540 540 540

(6) The contribution rate for each employer not qualified to be in the array
shall be as follows:

(a) Employers who do not meet the definition of "qualified employer" by
reason of failure to pay contributions when due shall be assigned the contribution
rate of five and six-tenths percent, except employers who have an approved
agency-deferred payment contract by September 30 of the previous rate year.
If any employer with an approved agency-deferred payment contract fails to
make any one of the succeeding deferred payments or fails to submit any
succeeding tax report and payment in a timely manner, the employer’s tax rate
shall immediately revert to five and six-tenths percent for the current rate year;

(b) The contribution rate for employers exempt as of December 31, 1989,
who are newly covered under the section 78, chapter 380, Laws of 1989
amendment to RCW 50.04.150 and not yet qualified to be in the array shall be
2.5 percent for employers whose standard industrial code is "013", "016", "017",
"018", "019", “021", or "081"; and

(c) For all other employers not qualified to be in the array, the contribution
rate shall be a rate equal to the average industry rate as determined by the
commissioner; however, the rate may not be less than one percent. Assignment
of employers by the conimissioner to industrial classification, for purposes of this
subsection, shall be in accordance with established classification practices found
in the "Standard Industrial Classification Manual” issued by the federal office of
management and budget to the third digit provided in the Standard Industrial
Classification code.

Sec. 2. RCW 50.29.025 and 1993 ¢ 483 s 21 and 1993 ¢ 226 s 14 are each
reenacted and amended to read as follows:

The contribution rate for each employer shall be determined under this
section,

(1) A fund balance ratio shall be determined by dividing the balance in the
unemployment compensation fund as of the June 30th immediately preceding the
rate year by the total remuneration paid by all employers subject to contributions
during tbe second calendar year preceding the rate year and reported to the
department by the following March 31st. The division shall be carried to the
fourth decimal place with the remaining fraction, if any, disregarded. The fund
balance ratio shall be expressed as a percentage.

(2) The interval of the fund balance ratio, expressed as a percentage, shail
determine which tax schedule in subsection (5) of this section shall be in effect
for assigning tax rates for the rate year. The intervals for determining the
effective tax schedule shall be:
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Interval of the
Fund Balance Ratio Effective
Expressed as a Percentage Tax Schedule

((396)) 2.90 and above AA
((3+46-t6-3-89)) 2.50 to 2.89
((2:96-t-3:39)) 2.10 to 2.49
((Z46-t0-2:89)) 1.70 t0 2.09
((4-96-t0-2:39)) 1.30 to 1.69
((446-e-+89)) 1.00 t0 1.29
Less than ((4-48)) 1.00

(3) An array shall be prepared, listing all qualified employers in ascending
order of their benefit ratios. The array shall show for each qualified employer:
(a) Identification number; (b) benefit ratio; (c) taxable payrolls for the four
calendar quarters immediately preceding the computation date and reported to the
departinent by the cut-off date; (d) a cumulative total of taxable payrolls
consisting of the employer’s taxable payroll plus the taxable payrolls of all other
employers preceding him or her in the array; and (e) the percentage equivalent
of the cumulative total of taxable payrolls.

(4) Each employer in the array shall be assigned to one of twenty rate
classes according to the percentage intervals of cumulative taxable payrolls set
forth in subsection (5) of this section: PROVIDED, That if an employer’s
taxable payroll falls within two or more rate classes, the employer and any other
employer with the same benefit ratio shall be assigned to the lowest rate class
which includes any portion of the employer’s taxable payroll.

(5) The contribution rate for each employer in the array shall be the rate
specified in the following tables for the rate class to which he or she has been
assigned, as determined under subsection (4) of this section, within the tax
schedule which is to be in effect during the rate year:

mTmoOOw >

Percent of
Cumulative Schedules of Contributions Rates
Taxable Payrolls for Effective Tax Schedule
Rate

From To Class AA A B C D E F

0.00 5.00 1 048 048 058 098 148 188 248
501 1000 2 048 048 078 1.18 1.68 208 268
1001 1500 3 058 058 098 138 178 228 288
15.01 2000 4 058 078 1.18 158 198 248 3.08
2001 2500 5 078 098 138 178 218 268 3.18
25.01 3000 6 098 1.18 158 198 238 278 328
3001 3500 7 108 138 178 2,18 2,58 298 338
3501 4000 8 128 1.58 198 238 278 3.18 3.58
4001 4500 9 148 1.78 2.18 258 298 3.38 378
45.01 5000 10 1.68 198 238 278 3.18 358 398
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50.01 5500 11 198 228 258 298 338 378 4.08
5501 6000 12 218 248 278 3.18 358 398 428
60.01 6500 13 238 2.68 298 338 378 4.18 448
6501 7000 14 258 2.88 3.18 358 398 438 468
7001 7500 15 2.88 3.08 3.38 3.78 4.18 458 4.78
75.01 80.00 16 3.08 328 3.58 398 438 468 4.88
80.01 85.00 17 3.28 348 378 4.18 458 4.88 498
85.01 90.00 18 3.68 3.88 4.18 458 488 498 5.18
90.01 9500 19 4.08 428 4.58 498 508 5.18 538
95.01 10000 20 540 540 540 540 540 540 540

(6) The contribution rate for each employer not qualified to be in the array
shall be as follows:

(a) Employers who do not meet the definition of "qualified employer" by
reason of failure to pay contributions when due shall be assigned the contribution
rate of five and six-tenths percent, except employers who have an approved
agency-deferred payment contract by September 30 of the previous rate year.
If any employer with an approved agency-deferred payment contract fails to
inake any one of the succeeding deferred payments or fails to submit any
succeeding tax report and payment in a timely manner, the employer’s tax rate
shall immediately revert to five and six-tenths percent for the current rate year;

(b) The contribution rate for employers exempt as of December 31, 1989,
who are newly covered under the section 78, chapter 380, Laws of 1989
amendment to RCW 50.04.150 and not yet qualified to be in the array shall be
2.5 percent for employers whose standard industrial code is "013", "016", "017",
"018", "019", "021", or "081"; and

(c) For all other employers not qualified to be in the array, the contribution
rate shall be a rate equal to the average industry rate as determined by the
commissioner; however, the rate may not be less than one percent. Assignment
of employers by the commissioner to industrial classification, for purposes of this
subsection, shall be in accordance with established classification practices found
in the "Standard Industrial Classification Manual" issued by the federal office of
management and budget to the third digit provided in the Standard Industrial
Classification code.

NEW SECTION. Sec. 3. (1) The employment security department in
consultation with the senate and house of representatives standing committees
shall undertake a study of the unemployment insurance trust fund and the
financing provisions of the state’s unemployment insurance law. The study shall
examine:

(a) The historical costs of the state’s unemployment program and provide
estimates of the expected future costs of the program at average and recession
levels;
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(b) The ability of the current financing system along with other system
models to meet expected average costs for the remainder of this decade and into
the next century;

(c) The ability of the system to provide for a trust fund capable of paying
benefits during projected future recessions;

(d) The advantages and disadvantages of modifying the existing funding
mechanism; and

(e) Any other issues deemed necessary by the commissioner of employment
security in consultation with the appropriate chairpersons of the house of
representatives and senate standing committees,

(2) The department may contract with a consulting firm in order to perform
the study under this seetion.

(3) The department shall report to the legislature on the findings of its study,
including recommendations for changes, if any, in the current financing provi-
sions. The department shall deliver its final report to the legislature by January
1, 1996.

NEW SECTION. Sec. 4, (1) Section 1 of this act is necessary for the
immediate preservation of the public peace, health, or safety, or support of the
state government and its existing public institutions, and shall take effect
immediately.

(2) Section 2 of this act shall take effect January , 1998.

NEW SECTION. Sec. 5. Section | of this act shall expire January 1, 1998,

Passed the Senate March 2, 1995,

Passed the House March 8, 1995.

Approved by the Governor March 16, 1995,

Filed in Office of Secretary of State March 16, 1995.

CHAPTER 5
|Engrossed Substilute Senaie Bill 6029)
OVERTIME COMPENSATION

AN ACT Relaling to exemptions from overtime compensation requirements; amending RCW
49.46.130; creating a new section; and declaring an emergency.

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

Sec. 1. RCW 49.46.130 and 1993 ¢ 191 s | are each amended to read as
follows:

(1) Except as otherwise provided in this section, no employer shail employ
any of his employees for a work week longer than forty hours unless such
employee receives compensation for his employment in excess of the hours
above specified at a rate not less than one and one-half times the regular rate at
which he is employed.

(2) This section does not apply to:
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(a) Any person exempted pursuant to RCW 49.46,010(5)._The payment of
compensation or provision of compensatory time off in addition to a salary shall
not be a factor in determining whether a person is_exempted under RCW
49.46.010(5)(c);

(b) Employees who request compensating time off in lieu of overtime pay;

(c) Any individual employed as a seaman whether or not the seaman is
employed on a vesse!l other than an American vessel;

(d) Seasonal employees wbo are employed at concessions and recreational
establishments at agricultural fairs, including those seasonal employees employed
by agricultural fairs, within the state provided that the period of employment for
any seasonal employee at any or all agricultural fairs does not exceed fourteen
working days a year;

(e) Any individual employed as a motion picture projectionist if that
employee is covered by a contract or collective bargaining agreement which
regulates hours of work and overtime pay;

(f) An individual employed as a truck or bus driver who is subject to the
provisions of the Federal Motor Carrier Act (49 U.S.C. Sec. 3101 et seq. and 49
U.S.C. Sec. 10101 et seq.), if the compensation system under which the truck or
bus driver is paid includes overtime pay, reasonably equivalent to that required
by this subsection, for working longer than forty hours per week;

(g) Any individual employed (i) on a farm, in the employ of any person, in
connection with the cultivation of the soil, or in connection with raising or
harvesting any agricultural or horticultural commodity, including raising,
shearing, feeding, caring for, training, and management of livestock, bees,
poultry, and furbearing animals and wildlife, or in the employ of the owner or
tenant or other operator of a farm in connection with the operation, management,
conservation, improvement, or maintenance of such farm and its tools and
equipment; or (ii) in packing, packaging, grading, storing or delivering to storage,
or to market or to a carrier for transportation to market, any agricultural or
horticultural commodity; or (iii) commercial canning, commercial freezing, or
any other commercial processing, or with respect to services performed in
connection with the cultivation, raising, harvesting, and processing of oysters or
in connection with any agricultural or horticultural commodity after its delivery
to a terminal market for distribution for consumption;

(h) Any industry in which federal law provides for an overtime payment
based on a work week other than forty hours. However, the provisions of the
federal law regarding overtime payment based on a work week other than forty
hours shall nevertheless apply to employees covered by this section without
regard to the existence of actual federal jurisdiction over the industrial activity
of the particular employer within this state. For the purposes of this subsection,
“industry" means a trade, business, industry, or other activity, or branch, or group
thereof, in which individuals are gainfully employed (section 3(h) of the Fair
Labor Standards Act of 1938, as amended (Public Law 93-259),
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(3) No employer of commissioned salespeople primarily engaged in the
business of selling automobiles, trucks, recreational vessels, recreational vessel
trailers, recreational vehicle trailers, recreational campers, or manufactured
housing to ultimate purchasers shall violate subsection (1) of this section with
respect to such commissioned salespeople if the commissioned salespeople are
paid the greater of:

(a) Compensation at the hourly rate, which may not be less than the rate
required under RCW 49.46.020, for each hour worked up to forty hours per
week, and compensation of one and one-half times that hourly rate for all hours
worked over forty hours in one week; or

(b) A straight commission, a salary plus commission, or a salary plus bonus
applied to gross salary.

(4) No public agency shall be deemed to have violated subsection (1) of this
section with respect to the employment of any employee in fire protection
activities or any employee in law enforcement activities (including security
personnel in correctional institutions) if: (a) In a work period of twenty-eight
consecutive days the employee receives for tours of duty which in the aggregate
exceed two hundred forty hours; or (b) in the case of such an employee to whom
a work period of at least seven but less than twenty-eight days applies, in his or
her work period the employee receives for tours of duty which in the aggregate
exceed a number of hours which bears the same ratio to the number of
consecutive days in his or her work period as two hundred forty hours bears to
twenty-eight days; compensation at a rate not less than one and one-half times
the regular rate at which he or she is employed.

NEW SECTION. Sec. 2. This act is intended to clarify the original intent
of RCW 49.46.010(5)(c). This act applies to all administrative and judicial
actions commenced on or after February 1, 1995, and pending on the effective
date of this act, and such actions commenced on or after the effective date of this
act,

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

Passed the Senate March 15, 1995.

Passed the House March 24, 1995.

Approved by the Governor March 30, 1995.

Filed in Office of Secretary of State March 30, 1995.
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CHAPTER 6
[Substitute House Bill 1001)
INSTITUTIONS OF HIGHER EDUCATION—EXEMPTION FROM
EXPENDITURE REQUIREMENTS

AN ACT Relating to expenditure requirements of institutions of higher education; amending
RCW 43.88.150; and declaring an emergency.

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

Sec. 1. RCW 43.88.150 and 1991 c 284 s 3 are each amended to read as
follows:

(1) For those agencies that make expenditures from both appropriated and
nonappropriated funds for the same purpose, the governor shall direct such
agencies to charge their expenditures in such ratio, as between appropriated and
nonappropriated funds, as will conserve appropriated funds. This subsection does
not apply to institutions of higher education, as defined in RCW 28B.10.016.

(2) Unless otherwise provided by aw, if state moneys are appropriated for
a capital project and matching funds or other contributions are required as a
condition of the receipt of the state moneys, the state moneys shall be disbursed
in proportion to and only to the extent that the matching funds or other contribu-
tions have been received and are available for expenditure.

(3) The office of financial management shall adopt guidelines for the
implementation of this section. The guidelines may account for federal matching
requirements or other requirements to spend other moneys in a particular manner.

NEW_SECTION. Sec. 2, This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and shall take effect immediately.

Passed the House January 27, 1995.

Passed the Senate April 4, 1995.

Approved by the Governor April 12, 1995,

Filed in Office of Secretary of State April 12, 1995.

CHAPTER 7
[House Bill 1041)
MANUFACTURED HOUSING TRADE ASSOCIATION AUTHORIZED TO
USE MANUFACTURED HOME AS OFFICE
AN ACT Relating to manufactured housing dealers; and amending RCW 46.70.023.
Be it enacted by the Legislature of the State of Washington:

Sec. 1. RCW 46.70.023 and 1993 ¢ 307 s 5 are each amended to read as
follows:

(1) An "established place of business" requires a permanent, enclosed
commercial building located within the state of Washington easily accessible at
all reasonable times. An established place of business shall have an improved
display area of not less than three thousand square feet in or immediately
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adjoining the building, or a display area large enough to display six or more
vehicles of the type the dealer is licensed to sell, whichever aiea is larger. The
business of a vehicle dealer, including the display of vehicles, may be lawfully
carried on at an established place of business in accordance with the terms of all
applicable building code, zoning, and other land-use regulatory ordinances. The
dealer shall keep the building open to the public so that they may contact the
vehicle dealer or the dealer’s salespersons at all reasonable times. The books,
records, and files necessary to conduct the business shall be kept and maintained
at that place. The established place of business shall display an exterior sign
with the business name and nature of the business, such as auto sales, permanent-
ly affixed to the land or building, with letters clearly visible to the major avenue
of traffic. In no event may a room or rooms in a hotel, rooming house, or
apartment house building or part of a single or multiple-unit dwelling house be
considered an "established place of business" unless the ground floor of such a
dwelling is devoted principally to and occupied for commercial purposes and the
dealer offices are located on the ground floor. A mobile office or mobile home
may be used as an office if it is connected to utilities and is set up in accordance
with state law, A state-wide trade association representing manufactured housing
dealers shall be permitted to use a manufactured home as an office if the office
complies with all other applicable building code, zoning, and other land-use
regulatory ordinances. This subsection does not apply to auction companies that
do not own vehicle inventory or sell vehicles from an auction yard,

(2) An auction company shall have office facilities within the state. The
books, records, and files necessary to conduct the business shall be maintained
at the office facilities. All storage facilities for inventory shall be listed with the
department, and shall meet local zoning and land use ordinances. An auction
company shall maintain a telecommunications system,

(3) Auction companies shall post their vehicle dealer license at each auction
where vehicles are offered, and shall provide the department with the address of
the auction at least three days before the auction.

(4) If a dealer maintains a place of business at more than one location or
under more than one name in this state, he or she shall designate one location as
the principal place of business of the firm, one name as the principal name of the
firm, and all other locations or names as subagencies. A subagency license is
required for each and every subagency: PROVIDED, That the department may
grant an exception to the subagency requirement in the specific instance where
a licensed dealer is unable to locate their used vehicle sales facilities adjacent to
or at tbe established place of business. This exception shall be granted and
defined under the promulgation of rules consistent with the Administrative
Procedure Act.

(5) All vehicle dealers shall maintain ownership or leasehold throughout the
license year of the real property from which they do business. The dealer shall
provide the department with evidence of ownership or leasehold whenever the
ownership changes or the lease is terminated.
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(6) A subagency shall comply with all requirements of an established place
of business, except that auction companies shall comply with the requirements
in subsection (2) of this section.

(7) A temporary subagency shall meet all local zoning and building codes
for the type of merchandising being conducted. The dealer license certificate
shall be posted at the location. No other requirements of an established place of
business apply to a temporary subagency. Auction companies are not required
to obtain a temporary subagency license.

(8) A wholesale vehicle dealer shall have office facilities in a commercial
building within this state, and all storage facilities for inventory shail be listed
with the department, and shall meet local zoning and land use ordinances. A
wholesale vehicle dealer shall maintain a telecommunications system. An
exterior sign visible from the nearest street shall identify the business name and
the nature of business. A wholesale dealer need not maintain a display area as
required in this section. When two or more vehicle dealer businesses share a
location, all records, office facilities, and inventory, if any, must be physically
segregated and clearly identified,

(9) A retail vehicle dealer shall be open during normal business hours,
maintain office and display facilities in a commercially zoned location or in a
location complying with all applicable building and land use ordinances, and
maintain a business telephone listing in the local directory. When two or more
vehicle dealer businesses share a location, all records, office facilities, and
inventory shall be physically segregated and clearly identified.

(10) A listing dealer need not have a display area if the dealer does not
physically maintain any vehicles for display.

(11) A subagency license is not required for a mobile home dealer to display
an on-site display model, a consigned mobile home not relocated from its site,
or a repossessed mobile home if sales are handled from a principal place of
business or subagency. A mobile home dealer shall identify on-site display
models, repossessed mobile homes, and those consigned at their sites with a sign
that includes the dealer’s name and telephone number.

(12) Every vehicle dealer shall advise the department of the location of each
and every place of business of the firm and the name or names under which the
firm is doing business at such location or locations. If any name or location is
changed, the dealer shall notify the department of such change within ten days.
The license issued by the department shall reflect the name and location of the
firm and shall be posted in a conspicuous place at that location by the dealer.

(13) A vehicle dealer’s license shall upon the death or incapacity of an
individual vehicle dealer authorize the personal representative of such dealer,
subject to payment of license fees, to continue the business for a period of six
months from the date of the death or incapacity.
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Passed the House February 17, 1995,

Passed the Senate April 4, 1995,

Approved by the Governor April 12, 1995.

Filed in Office of Secretary of State April 12, 1995.

CHAPTER 8
{Engrossed Substitute House Bill 1125)
FEDERALLY LICENSED DAMS EXEMPTED FROM STATE REGULATION

AN ACT Relating to dam safcty inspections; amending RCW 43.21A.064, 86.16.025, and
90.03.350; reenacting and amending RCW 86.16.035; adding a new section to chapter 43.21A RCW;
and creating a new section.

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

NEW SECTION. Sec. 1. The legislature finds and declares:

(1) The federal energy regulatory commission, under the federal power act,
licenses hydropower projects in navigable waters and regularly and extensively
inspects facilities for safety; and

(2) Nothing in this act alters or affects the department of ecology’s authority
to: (a) Participate in the federal process of licensing hydropower projects; or (b)
ensure that hydropower projects comply with federal statutes such as the coastal
zone management act and the clean water act and, subject to section 2 of this act,
all applicable state law.

NEW SECTION. Sec. 2. A new section is added to chapter 43.21A RCW
to read as follows:

(1) With respect to the safety of any dam, canal, ditch, hydraulic power
plant, reservoir, project, or other work, system, or plant that requires a license
under the federal power act, no licensee shall be required to:

(a) Submit proposals, plans, specifications, or other documents for approval
by the department;

(b) Seek a permit, license, or other form, permission, or authorization from
the department;

(c) Submit to inspection by the department; or

(d) Change the design, construction, modification, maintenance, or operation
" of such facilities at the demand of the department.

(2) For the purposes of this section, "licensee” means an owner or operator,
or any employee thereof, of a dam, canal, ditch, hydraulic power plant, reservoir,
project, or other work, system, or plant that requires a license under the federal
power act.

Sec. 3. RCW 43.21A.064 and 1977 ¢ 75 s 46 are each amended to read as
follows:

Subject to section 2 of this act, the director of the department of ecology
shall have the following powers and duties:

(1) The supervision of public waters within the state and their appropriation,
diversion, and use, and of the various officers connected therewith;
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(2) Insofar as may be necessary to assure safety to life or property, he shall
inspect the construction of all dams, canals, ditches, irrigation systems, hydraulic
power plants, and all other works, systems, and plants pertaining to the use of
water, and he may require such necessary changes in the construction or
maintenance of said works, to be made from time to time, as will reasonably
secure safety to life and property;

(3) He shall regulate and control the diversion of water in accordance with
the rights thereto;

(4) He shall determine the discharge of streams and springs and other
sources of water supply, and the capacities of lakes and of reservoirs whose
waters are being or may be utilized for beneficial purposes;

(5) He shall keep such records as may be necessary for the recording of the
financial transactions and statistical data thereof, and shall procure all necessary
documents, forms, and blanks. He shall keep a seal of the office, and all
certificates by him covering any of his acts or the acts of his office, or the
records and files of his office, under such seal, shall be taken as evidence thereof
in all courts;

(6) He shall render when required by the governor, a full written report of
the work of his office with such recommendations for legislation as he may deem
advisable for the better control and development of the water resources of the
state;

(7) The director and duly authorized deputies may administer oaths;

(8) He shall establish and promulgate rules governing the administration of
chapter 90.03 RCW;

(9) He shall perform such other duties as may be prescribed by law.

Sec. 4. RCW 86.16.025 and 1989 ¢ 64 s 2 are each amended to read as
follows:

Subject to section 2 of this act, with respect to such features as may affect
flood conditions, the department shall have authority to examine, approve or
reject designs and plans for any structure or works, public or private, to be
erected or built or to be reconstructed or modified upon the banks or in or over
the channel or over and across the floodway of any stream or body of water in
this state.

Sec. 5. RCW 86.16.035 and 1987 ¢ 523 s 9 and 1987 ¢ 109 s 53 are each
reenacted and amended to read as follows:

Subject to section 2 of this act, the department of ecology shall have
supervision and control over all dams and obstructions in streams, and may make
reasonatle regulations with respect thereto concerning the flow of water which
he deems necessary for the protection to life and property below such works
from flood waters.

Sec. 6. RCW 90.03.350 and 1994 ¢ 232 s 20 are each amended to read as
follows:
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Except as provided in section 2 of this act, any person, corporation or
association intending to construct or modify any dam or controlling works for the
storage of ten acre feet or more of water, shall before beginning said construction
or modification, submit plans and specifications of the same to the department
for examination and approval as to its safety. Such plans and specifications shall
be submitted in duplicate, one copy of which shall be retained as a public record,
by the department, and the other returned with its approval or rejection endorsed
thereon. No such dam or controlling works shall be constructed or modified
until the same or any modification thereof shall have been approved as to its
safety by the department. Any such dam or controlling works constructed or
modified in any manner other than in accordance with plans and specifications
approved by the department or which shall not be maintained in accordance with
the order of the department shall be presumed to be a public nuisance and may
be abated in the manner provided by law, and it shall be the duty of the attorney
general or prosecuting attorney of the county wherein such dam or controlling
works, or the major portion thereof, is situated to institute abatement proceedings
against the owner or owners of such dam or controlling works, whenever he or
she is requested to do so by the department.

A metals mining and milling operation regulated under chapter 232, Laws
of 1994 is subject to additional dam safety inspection requirements due to the
special hazards associated with failure of a tailings pond impoundment. The
department shall inspect these impoundments at least quarterly during the
project’s operation and at least annually thereafter for the postclosure monitoring
period in order to ensure the safety of the dam or controlling works. The
department shall conduct additional inspections as needed during the construction
phase of the mining operation in order to ensure the safe construction of the
tailings impoundment,

Passed the House February 22, 1995.

Passed the Senate April 4, 1995,

Approved by the Governor April 12, 1995,

Filed in Office of Secretary of State April 12, 1995.

CHAPTER 9
{House Bill 1188}
LOAN-TO-VALUE RATIOS—REAL ESTATE-SECURED LOANS

AN ACT Relating to loan-to-value ratios and examination periods; and amending RCW
31.04.125 and 31.04.145.

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

Sec. 1. RCW 31.04.125 and 1991 ¢ 208 s 13 are each amended to read as
follows:

(1) No licensee may make a loan witb a repayment period greater than six
years and fifteen days after the loan origination date except for open-end loans
or loans secured by real estate or personal property used as a residence.
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(2) No licensee may make a loan using any method of calculating interest
other than the simple interest method; except that the add-on method of
calculating interest may be used for a loan not secured by real property or
personal property used as a residence when the repayment period does not
exceed threc years nnd ﬁftccn days after the loan ongmauon dnte

e*eess—e#mne&y—peveenkehhe*akw—eﬁﬁmh-feakeﬁew—aﬂdﬂmpmvemems-
neluding-all-prior-liens-ngainst-the-preperty-

) No licensee may make a loan using the add-on method to calculate
interest that does not provide for a refund to the borrower or a credit to the
borrower's account of any unearned interest when the loan is repaid before the
original maturity date in full by cash, by a new loan, by refinancing, or otherwise
before the final due date. The refund must be calculated using the actuarial
method, unless a sum equal to two or more installments has been prepaid and the
account is not in arrears and continues to be paid ahead, in which case the
interest on the account must be recalculated by the simple interest method with
the refund of unearned interest made as if the loan had been made using the
simple interest method. When computing an actuarial refund, the lender may
round the annual rate used to the nearest quarter of one percent.

In computing a required refund of unearned interest, a prcpayment made on
or before the fifteenth day after the scheduled payment date is deemed to have
been made on the payment date preceding the prepayment. In the case of
prepayment before the first installment due date, the company may retain an
amount not to exceed one-thirtieth of the first month’s interest charge for each
day between the origination date of the loan and the actual date of prepayment,

((65))) (4) No licensee may provide credit life or disability insurance in an
amount greater than that required to pay off the total balance owing on the date
of the borrower’s death net of refunds in the case of credit life insurance, or all
minimum payments that become due on the loan during the covered period of
disability in the case of credit disability insurance. The lender may not require
any such insurance.

((€63)) (5) Except in the case of loans by mail, where the borrower has
sufficient time to review papers before returning them, no licensee may prepare
loan papers in advance of the loan closing without having reviewcd with the
borrower the terms and conditions of the loan to include the type and amount of
insurance, if any, requested by the borrower.

Sec. 2, RCW 31.04.145 and 1994 ¢ 92 s 169 are each amended to read as
follows:

For the purpose of discovering violations of this chapter or securing
information lawfully required under this chapter, the director may at any time,
either personally or by a designee, investigate the loans and husiness and
examine, wherever located, the books, accounts, records, and files used in the
business of every licensee and of every person who is engaged in the business
described in RCW 31.04.035, whether the person acts or claims to act as
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principal or agent, or under or without the authority of this chapter. For that
purpose the director and designated representative shall have free access to the
offices and places of business, books, accounts, papers, records, files, safes, and
vaults of all such persons. The director and persons designated by the director
may require the attendance of and examine under oath all persons whose
testimony may be required about the loans or the business or the subject matter
of any investigation, examination, or hearing. The director shall make such an
examination of the affairs, business, office, and records of each licensee ((atHeast
onece-eaeh-eighteen—menths)) as determined by rule. The licensee so examined
shall pay to the director the actual cost of examining and supervising each
licensed place of business.

Passed the House February 3, 1995,

Passed the Senate April 4, 1995,

Approved by the Governor April 12, 1995.

Filed in Office of Secretary of State April 12, 1995,

CHAPTER 10
[House Bill 1285]
SURPLUS LINE INSURANCE—IMMUNITY FOR THOSE SUPPLYING
INFORMATION ABOUT UNAUTHORIZED SALES OR SELLERS

AN ACT Relating to immunity for providing surplus line insurance information to the insurance
commissioner; and amending RCW 48.01,190.

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

Sec. 1. RCW 48.01.190 and 1987 ¢ 51 s | are each amended to read as
follows:

(1) Any person who files reports, or furnishes other information, required
under Title 48 RCW, required by the commissioner under authority granted by
Title 48 RCW, useful to the commissioner in the administration of Title 48
RCW, or furnished to the National Association of Insurance Commissioners at
the request of the commissioner or pursuant to Title 48 RCW, shall be immune
from liability in any civil action or suit arising from the filing of any such report
or furnishing such information to the commissioner or the National Association
of Insurance Commissioners, unless actual malice, fraud, or bad faith is shown.

(2) The commissioner and the National Association of Insurance Commis-
sioners, and the agents and employees of each, are immune from liability in any
civil action or suit arising from the publication of any report or bulletin or
dissemination of information related to the official activities of the commissioner
or the National Association of Insurance Commissioners, unless actual malice,
fraud, or bad faith is shown,

(3) Any licensee under chapter 48.17 RCW and any trade association of the
licensees under chapter 48.15 RCW, and any officer, director, employee, agent,
or committee of the licensee or association who furnishes information to or for
the commissioner or to or for the association regarding unauthorized insurers or
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regarding attempts by any person to place or actual placement by any person of
business with the insurers, whether in compliance with chapter 48.15 RCW or
not, shall be immune from each and every kind of liability in any civil action or
suit arising in whole or in part from the information or from the furnishing of the
information,

(4) The immunity granted by this section is in addition to any common law
or statutory privilege or immunity enjoyed by such person, and nothing in this
section is intended to abrogate or modify in any way such common law or
statutory privilege or immunity.

Passed the House February 17, 1995.

Passed the Senate April 4, 1995.

Approved by the Governor April 12, 1995,

Filed in Office of Secretary of State April 12, 1995.

CHAPTER 11
[Substitute House Bill 1453}
RESERVE POLICE OFFICERS—ELIGIBILITY FOR VOLUNTEER FIRE
FIGHTERS' RELIEF AND PENSION RETIREMENT BENEFITS

AN ACT Relating to reserve officers’ retirement; amending RCW 41.24.010, 41.24.030,
41.24.040, 41.24.170, 41.24.172, 41.24.190, and 41.24.200; rccnacting and amending RCW
41.24.240; and adding new sections to chapter 41.24 RCW.

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

Sec. 1. RCW 41.24.010 and 1993 ¢ 331 s | are each amended to read as
follows:

As used in this chapter:

"Municipal corporation” or "municipality” includes any county, city ((e£)),
town or_combination thereof, fire protection district, local law_enforcement
agency, or any water, irrigation, or other district, authorized by law to afford
emergency medical services or protection to life and property within its
boundaries ((frem-fire)).

"Fire department” means any regularly organized fire department or
emergency medical service district consisting wholly of volunteer fire fighters,
or any part-paid and part-volunteer fire department duly organized and
maintained by any municipality: PROVIDED, That any such municipality
wherein a part-paid fire department is maintained may by appropriate legislation
permit the full-paid members of its department to come under the provisions of
chapter 41.16 RCW.

"Fire fighter" includes any fire fighter or emergency worker who is a
member of any fire department of any municipality but shall not include full
time, paid fire fighters who are members of the Washington law enforcement
officers’ and fire fighters’ retirement system, with respect to periods of service
rendered in such capacity.
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"Emergency worker” means any emergency medical service personnel,
regulated by chapters 18.71 and 18.73 RCW, who is a member of an emergency
medical service district but shall not include full-time, paid emergency medical
service personnel who are members of the Washington public employees’
retirement system, with respect to periods of service rendered in such capacity.

"Performance of duty" shall be construed to mean and include any work in
and about company quarters or any fire station or any other place under the
direction or general orders of the chief or other officer having authority to order
such member to perform such work; responding to, working at, or returning from
an alarm of fire; drill; or any work performed of an emergency nature in
accordance with the rules and regulations of the fire department,

“State board" means the state board for volunteer fire fighters and_reserve
officers created herein.

"Board of trustees” means a board of trustees created under RCW 41.24.060
or, for matters affecting an emergency worker, an emergency medical service
district board of trustees created under RCW 41,24.330,

"Appropriate legislation” means an ordinance when an ordinance is the
means of legislating by any municipality, and resolution in all other cases.

"Reserve officer” means the same as _defined by the Washingtlon state
criminal justice training commission under chapter 43.101 RCW.

"Participant” means any fire fighter, emergency worker, or reserve officer
who_is or may become eligible to receive a benefit of any type under the
retirement provisions of this chapter, or whose beneficiary may be eligible to
receive any such benefit.

NEW SECTION. Sec. 2. (1) Except as provided in subsection (2) of this
section, any municipality may make provision by appropriate legislation and
payment of fees required by RCW 41.24.030(1)(d) solely for the purpose of
enabling any reserve officer to enroll under the retirement provisions of this
chapter.

(2) A reserve officer is not eligible to receive a benefit under the retirement
provisions of this chapter for service under chapter 41.26, 41.32, or 41.40 RCW.,

(3) Every municipality shall make provisions for the collection and payment
of the fees required under this chapter, and shall continue to make provisions for
all reserve officers who come under this chapter as long as they continue to be
employed as reserve officers.

(4) A reserve officer is not eligible to receive a benefit under the relief and
compensation provisions of this chapter.

Sec. 3. RCW 41.24.030 and 1992 ¢ 97 s | are each amended to read as
follows:

(1) There is created in the state treasury a trust fund for the benefit of the
((fire-fighters-of-the-state)) participants covered by this chapter, which shall be
designated the volunteer fire fighters’ relief and pension principal fund and shall
consist of’
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(a) All bequests, fees, gifts, emoluments, or donations given or paid to the
fund.

(b) An annual fee for each member of its fire department to be paid by each
municipal corporation for the purpose of affording the members of its fire
department with protection from deatb or disability as provided in this chapter
as follows:

(i) Ten dollars for each volunteer or part-paid member of its fire department;

(ii) A sum equal to one and one-half of one percent of the annual salary
attached to the rank of each full-paid member of its fire department, prorated for
1970 on the basis of services prior to March 1, 1970.

(c) Where a municipal corporation has elected to make available to the
members of its fire department the retirement provisions as provided in this
chapter, an annual fee of sixty dollars for each of its fire fighters electing to
enroll therein, thirty dollars of which shall be paid by the municipality and thirty
dollars of which shall be paid by the fire fighter.

(d) Where a municipal corporation has elected to make the retirement
provisions of this chapter available to reserve officers, for each reserve officer
that elects to enroll: An annual fee of thirty dollars shall be paid by the reserve
officer and an annual fee determined by the state board based on_the latest
actuarial valuation shall be paid by the municipal corporation. The fee paid by
the municipal corporation may include operating expenses.

(e) Forty percent of all moneys received by the state from taxes on fire
insurance premiums shall be paid into the state treasury and credited to the
administrative fund created in subsection (2) of this section.

((¢e)) () The state investment board, upon request of the state treasurer
shall have full power to invest or reinvest such portion of the amounts credited
to the principal fund as is not, in the judgment of the treasurer, required to meet
current withdrawals. Such investments shall be made in the manner prescribed
by RCW 43.84.150 and not otherwise.

((€B)) (g) All bonds or other obligations purchased according to ((¢e))) ()
of this subsection shall be forthwith placed in the custody of the state treasurer,
and he or she shall collect the principal thereof and interest thereon when due.,

The state investment board may sell any of the bonds or obligations so
acquired and the proceeds thereof shall be paid to the state treasurer.

The interest and proceeds from the sale and redemption of any bonds or
other obligations held by the fund and invested by the state investment board
shall be credited to and form a part of the principal fund, less the allocation to
the state investment board expense account pursuant to RCW 43.33A.160.

All amounts credited to the principal fund shall be available for making the
benefit payments required by this chapter.

The state treasurer shall make an annual report showing the condition of the
fund.

(2) The volunteer fire fighters’ relief and pension administrative fund is
hereby created in the state treasury. Moneys in the account, including
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unanticipated revenues under RCW 43.79.270, may be spent only after
appropriation, and may be used only for operating expenses of the volunteer fire
fighters' relief and pension principal fund, the operating expenses of the
volunteer fire fighters’ relief and pension administrative fund, or for transfer
from the administrative fund to the principal fund.

(a) The state board shall compute a percentage of the amounts credited to
the administrative fund to be paid into the principal fund.

(b) For the purpose of providing amounts to be used to defray the cost of
administration of the principal and administrative funds, the state board shall
ascertain at the beginning of each biennium and request from the legislature an
appropriation from the administrative fund sufficient to cover estimated expenses
for the biennium,

NEW SECTION. Sec. 4. Credit for service as a reserve officer shall not
be counted for purposes of RCW 41.24,170 except as stated in this section:
Within one year of an election to cover reserve officers under the retirement
provisions of this chapter, the municipality must elect, on a one-time basis, one
of the following:

(1)(a) To count credit for service only after the effective date of this act;

(b) To pay annual fees only for service after the effective date of this act;
or

(2)(a) To count credit for all service as a reserve officer, but only if the
actuarial cost, as determined by the state board, is paid by the municipality. The
municipality may charge reserve officers for any portion of the cost; and

(b) To pay annual fees only for service after the effective date of this act;
or

(3)(a) To count credit for all service as a reserve officer, but only if the
actuarial cost, as determined by the state board, is paid by the municipality, The
municipality may charge reserve officers for any portion of the cost; and

(b) To pay annual fees for service prior to the effective date of this act, if:

(i) The reserve officer elects, within one year of the municipality’s election
under this section, to pay the annual fee plus one percent per month interest for
each year of past service counted; and '

(i) The municipality pays the actuarial cost, as determined by the state
board, of the benefit provided in (b) of this subsection. The municipality may
charge reserve officers for any portion of the cost.

Payments under this section may be made in a lump sum or in a manner
prescribed by the state board.

Sec. 5. RCW 41,24.040 and 1989 ¢ 91 s 10 are each amended to read as
follows:

On or before the first day of March of each year, every municipal
corporation shall pay such amount as shall be due from it to said fund, together

with the amounts collected from thc ((fire—fighters—ef—its—fire-department))
participants: PROVIDED, That no fire fighter shall forfeit his or her right to
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participate in the relief and compensation provisions of this chapter by reason of
nonpayment: PROVIDED FURTHER, That no ((fire-fighter)) participant shall
forfeit his or her right to participate in the retirement provisions of this chapter
until after March Ist of such year: AND PROVIDED FURTHER, That where
a municipality has failed to pay or remit the annual fees required within the tinie
provided such delinquent payment shall bear interest at the rate of one percent
per month from March 1st until paid: AND PROVIDED FURTHER, That
where a ((fire-fighter)) participant has forfeited his or her right to participate in
the retirement provisions of this chapter that ((fire-fighter)) participant may be
reinstated so as to participate to the same extent as if all fees had been paid by
the payment of all back fees with interest at the rate of one percent per month
provided he or she has at all times been otherwise eligible.

NEW SECTION. Sec. 6. The head of a local law enforcement agency is
authorized to enroll its reserve officers and to certify reserve officer service
under the retirement provisions of this chapter. The head of that agency shall
sign, certify, and send to the state board a voucher for each person entitled to
payment from the fund, stating the amount of the payment. The state board,
after review and approval shall cause a warrant to be issued on the fund for the
amount specified and approved on each voucher. However, after the applicant’s
eligibility for pension is verified, the state board shall authorize the regular
issuance of monthly warrants in payment thereof without further action of the
head of the law enforcement agency.

Sec. 7. RCW 41.24.170 and 1992 ¢ 97 s 2 are each amended to read as
follows:

Except as provided in section 4 of this act, whenever any ((fire-fighter))
participant has been a member and served honorably for a period of ten years or
more as an active member in any capacity, of any regularly organized volunteer
fire department or law enforcement agency of any municipality in this state, and
which municipality and ((fire—fighter)) participant are cnrolled under the
retirement provisions, and the ((fire-fighter)) participant has reached the age of
sixty-five years, the board of trustees shall order and direct that he or she be
retired and be paid a monthly pension as provided in this section.

Whenever a ((fire~fighter)) participant has been a member, and served
honorably for a period of twenty-five years or more as an active member in any
capacity, of any regularly organized volunteer fire department or law enforce-
ment agency of any municipality in this state, and he or she has reached the age
of sixty-five years, and the annual retirement fee has been paid for a period of
twenty-five years, the board of trustees shall order and direct that he or she be
retired and such ((fire-fighter)) participant be paid a monthly pension of two
hundred twenty-five dollars from the fund for the balance of that ((fire-fighter’s))
participant’s life,

Whenever any ((fire-fighter)) participant has been a member, and served
honorably for a period of twenty-five years or more as an active member in any
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capacity, of any regularly organized volunteer fire department or law enforce-
ment agency of any municipality in this state, and the ((fire-fighter)) participant
has reached the age of sixty-five years, and the annual retirement fee has been
paid for a period of less than twenty-five years, the board of trustees shall order
and direct that he or she be retired and that such ((fire-fighter)) participant shall
receive a minimum monthly pension of twenty-five dollars increased by the sum
of eight dollars each month for each year the annual fee has been paid, but not
to exceed the maximum monthly pension provided in this section, for the balance
of the ((fire-fighters)) participant’s life.

No pension provided in this section may become payable before the sixty-
fifth birthday of the ((fire~fighter)) participant, nor for any service less than
twenty-five years: PROVIDED, HOWEVER, That;

(1) Any ((fire-fighter)) participant, upon completion of twenty-five years’
service and attainment of age sixty, inay irrevocably elect, in lieu of the pension
to which that ((fire-fighter)) participant would be entitled under this section at
age sixty-five, to receive for the balance of his or her life a monthly pension
equal to sixty percent of such pension.

(2) Any ((fire-fighter)) participant, upon completion of twenty-five years’
service and attainment of age sixty-two, may irrevocably elect, in lieu of the
pension to which that ((fire—fighter)) participant would be entitled under this
section at age sixty-five, to receive for the balance of his or her life a monthly
pension equal to seventy-five percent of such pension.

(3) Any ((fire-fighter)) participant, upon completion of less than twenty-five
years of service shall receive the applicable reduced pension provided in this
subsection, according to the age at which that ((fire-fighter)) participant elects to
begin to receive the pension. If receipt of the benefits begins at age sixty-five
the ((fire-fighter)) participant shall receive one hundred percent of the reduced
benefit; at age sixty-two the ((fire-fighter)) participant shall receive seventy-five
percent of the reduced benefit; and at age sixty the ((fire—fighter)) participant
shall receive sixty percent of the reduced benefit. The reduced benefit shall be
computed as follows:

(a) Upon completion of ten years, but less than fifteen years of service, a
monthly pension equal to fifteen percent of such pension as the ((fire—fighter))
participant would have been entitled to receive at age sixty-five after twenty-five
years of service;

(b) Upon completion of fifteen years, but less than twenty years of service,
a monthly pension equal to thirty percent of such pension as the ((fire-fighter))
participant would have been entitled to receive at age sixty-five after twenty-five
years of service; and

(c) Upon completion of twenty years, but less than twenty-five years of
service, a monthly pension equal to sixty percent of such pension as the ((fire
fighter)) participant would have been entitled to receive at age sixty-five after
twenty-five years of service.
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NEW SECTION. Scc. 8. A reserve officer shall not receive a retirement
benefit under this chapter unless he or she completes at least three years of
service after the effective date of this act.

Sec. 9. RCW 41.24.172 and 1989 ¢ 91 s 6 are each amended to read as
follows:

Before beginning to receive the pension provided for in RCW 41.24.170, the
((fre-fighter)) participant shall elect, in a writing filed with the state board, to
have the pension paid under either option | or 2, with option 2 calculated so as
to be actuarially equivalent to option 1.

(1) Option 1. A ((fre-fighter)) participant electing this option shall receive
a monthly pension payable throughout the ((fire—fighter’s)) participant’s life.
However, if the ((fire-fighter)) participant dies before the total pension paid to
the ((fire—fighter)) participant equals the amount paid into the fund, then the
balance shall be paid to the ((fire-fighter's)) participant’s surviving spouse, or if
there be no surviving spouse, then to the ((fire-fighter's)) participant’s legal
representatives.

(2) Option 2, A ((fire-fighter)) participant electing this option shall receive

a reduced monthly pension, which upon the ((fire-fighter's)) participant’s death
shall be continued throughout the life of and paid to the ((fire—fighters))

participant’s surviving spouse named in the written election filed with the state
board.

NEW SECTION. Sec. 10. The state board shall direct payment from the
fund in the following cases: '

(1) To any reserve officer, upon his or her reque it, upon attaining the age
of sixty-five years, who, for any reason, is not qualified to receive the monthly
" retirement pension under this chapter and who was enrolled in the fund and on
whose behalf annual fees for retirement pension were paid, a lump sum amount
equal to the amount paid into the fund by the reserve officer.

(2) If any reserve officer who has not completed at least ten years of service
dies wnthnut having requested a lump sum payment under subsection (1) or (3)
of this section, there shall be paid to the reserve officer’s surviving spouse, or
if there is no surviving spouse, then to such reserve officer’s legal representa-
tives, a lump sum amount equal to the amount paid into the fund by the reserve
officer. If any reserve officer who has completed at least ten years of service
dies without having requested a lump sum payment under subsection (1) or (3)
of this section and before beginning to receive the monthly pension provided for
in this chapter, the reserve officer’s surviving spouse shall elect to receive either:

(a) A monthly pension computed as provided for in RCW 41.24.170
actuarially adjusted to reflect option 2 of RCW 41.24.172 and further actuarially
reduced to reflect the difference in the number of years between the reserve
officer’s age at death and age sixty-five; or
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(b) A lump sum amount equal to the amount paid into the fund by the
reserve officer and the municipality or municipalities in whose department he or
she has served.

If there is no surviving spouse, then there shall be paid to the reserve
officer’s legal representatives a lump sum amount equal to the amount paid into
the fund by the reserve officer. .

(3) If any reserve officer retires from service before attaining the age of
sixty-five years, the reserve officer may make application for the return in a
lump sum of the amount paid into the fund by himself or herself,

Sec. 11. RCW 41.24.190 and 1989 ¢ 91 s 16 are each amended to read as
follows:

The filing of reports of enrollment shall be prima facie evidence of the
service of the ((fire—fighters)) participants therein listed for the year of such
report as to service rendered subsequent to July 6, 1945. Proof of service of fire
fighters prior to that date shall be by documentary evidence, or such other
evidence reduced to writing and sworn to under oath, as shall be submitted to the
state board and certified by it as sufficient.

Sec. 12. RCW 41.24.200 and 1989 ¢ 91 s 17 are each amended to read as
follows:

The aggregate term of service of any ((firefighter)) participant need not be
continuous nor need it be confined to a single fire department or law_enforce-
ment agency nor a single municipality in this state to entitle such ((fire-fighter))
participant to a pension: PROVIDED, That the ((fire-fighter)) participant has
been duly enrolled in a fire department or_law enforcement agency of a
municipalii, which has elected to make provisions for the retirement of its ((fire
fighters)) participants at the time he or she becomes eligible for such pension as
in this chapter provided, and has paid all fees prescribed. To be eligible to the

full pension a ((fire-fighter)) participant must have an aggregate of twenty-five
years service, have made twenty-five annual payments into the fund, and be

sixty-five years of age at the time the ((fire—fighter)) participant commences
drawing the pension provided for by this chapter, all of which twenty-five years
service must have been in the fire department or law enforcement agency of a
municipality or municipalities which have elected to make provisions for the
retirement of its ((velunteerfire-fighters)) participants; PROVIDED, HOWEV-
ER, That nothing her=sin contained shall require any ((fire-fighter)) participant
having twenty-five years active service to continue as a fire fighter or reserve
officer and no ((fire-fighter)) participant who has completed twenty-five years of
active service for which annual pension fees have been paid and who continues
as a fire fighter or reserve officer shall be required to pay any additional annual
pension fees.

Sec. 13, RCW 41.24.240 and 1989 ¢ 360 s 26 and 1989 ¢ 91 s 21 are each
reenacted and amended to read as follows:
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The right of any person to any future payment under the provisions of this
chapter shall not be transferable or assignable at law or in equity, and none of
the moneys paid or payable or the rights existing under this chapter, shall be
subject to execution, levy, attachment, garnishment, or other legal process, or to
the operation of any bankruptcy or insolvency law. This section shall not be
applicable to any child support collection action taken under chapter 26.18,
26.23, or 74.20A RCW. Benefits under this chapter shall be payable to a spouse
or ex-spouse to the extent expressly provided for in any court decree of
dissolution or legal separation or in any court order or court-approved property
settlement agreement incident to any court decree of dissolution or legal
separation.

Nothing in this chapter shall be construed to deprive any ((fire-fighter))
participant, eligible to receive a pension hereunder, from receiving a pension
under any other act to which that ((fire-fighter)) participant may become eligible
by reason of services other than or in addition to his or her services ((as-afire
fighter)) under this chapter.

NEW SECTION. Sec. 14, Sections 2, 4, 6, 8, and 10 of this act are each
added to chapter 41.24 RCW,

Passed the House March 10, 1995.

Passed the Senate April 4, 1995.

Approved by the Governor April 12, 1995.

Filed in Office of Secretary of State April 12, 1995.

CHAPTER 12
{House Bill 1498]
POLLUTION L{ABILITY INSURANCE AGENCY—EXTENSION

AN ACT Relating to extending the pollution fiability insurance agency; amending RCW
70.148.050 and 70.148.900; and declaring an emergency.

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

Sec. 1. RCW 70.148.050 and 1990 ¢ 64 s 6 are each amended to read as
follows:

The director has the following powers and duties:

(1) To design and from time to time revise a reinsurance contract providing
coverage to an insurer meeting the requirements of this chapter. Before initially
entering into a reinsurance contract, the director shall provide a report to the
chairs of the senate ways and means, senate financial institutions, house of
representatives revenue, and house of representatives financial institutions
committees and shall include an actuarial report describing the various
reinsurance methods considered by the director and describing each method's
costs. In designing the reinsurance contract the director shall consider common
insurance industry reinsurance contract provisions and shall design the contract
in accordance with the following guidelines:
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(a) The contract shall provide coverage to the insurer for the liability risks
of owners and operators of underground storage tanks for third party bodily
injury and property damage and corrective action that are underwritten by the
insurer.

(b) In the event of an insolvency of the insurer, the reinsurance contract
shall provide reinsurance payable directly to the insurer or to its liquidator,
receiver, or successor on the basis of the liability of the insurer in accordance
with the reinsurance contract. In no event may the program be liable for or
provide coverage for that portion of any covered loss that is the responsibility of
the insurer whether or not the insurer is able to fulfill the responsibility,

(c) The total limit of liability for reinsurance coverage shall not exceed one
million dollars per occurrence and two million dollars annual aggregate for each
policy underwritten by the insurer less the ultimate net loss retained by the
insurer as defined and provided for in the reinsurance contract.

(d) Disputes between the insurer and the insurance program shall be settled
through arbitration,

(2) To design and implement a structure of periodic premiums due the
director from the insurer that takes full advantage of revenue collections and
projected revenue collections to ensure affordable premiums to the insured
consistent with sound actuarial principles.

(3) To periodically review premium rates for reinsurance to determine
whether revenue appropriations supporting the program can be reduced without
substantially increasing the insured’s premium costs,

(4) To solicit bids from insurers and select an insurer to provide pollution
liability insurance to owners and operators of underground storage tanks for third
party bodily injury and property damage and corrective action,

(5) To monitor the activities of the insurer to ensure compliance with this
chapter and protect the program from excessive loss exposure resulting from
claims mismanagement by the insurer.

(6) To monitor the success of the program and periodically make such
reports and recommendations to the legislature as the director deems appropriate,
and to annually publish a financial report on the pollution liability insurance
program trust account showing, among other things, administrative and other
expenses paid from the fund.

(7) To annwally report the financial and loss experience of the insurer as to
policies issued under the program and the financial and loss experience of the
program to the legislature.

(8) To evaluate the effects of the program upon the private market for
liability insurance for owners and operators of underground storage tanks and
make recommendations to the legislature on the necessity for continuing the
program to ensure availability of such coverage.

(9) To enter into contracts with public and private agencies to assist the
director in his or her duties to design, revise, monitor, and evaluate the program
and to provide technical or professional assistance to the director,
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(10) To examine the affairs, transactions, accounts, records, documents, and
assets of insurers as the director deems advisable.

Sec. 2. RCW 70.148.900 and 1989 ¢ 383 s 13 are each amended to read as
follows:

This chapter shall expire June 1, ((4998)) 2001.

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

Passed the House February 22, 1995.

Passed the Senate April 4, 1995.

Approved by the Governor April 12, 1995.

Filed in Office of Secretary of State April 12, 1995.

CHAPTER 13
|House Bill 16871
COURT-APPOINTED STECIAL ADVOCATE PROGRAMS—FUNDING

AN ACT Relating to count-appointed special advocate programs; and adding a new section to
chapter 43.330 RCW,

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

NEW SECTION. Sec. 1. A new section is added to chapter 43.330 RCW
to read as follows:

(1) The department of community, trade, and economic development shall
distribute such funds as are appropriated for the state-wide technical support,
development, and enhancement of court-appointed special advocate programs,

(2) In order to receive money under subsection (1) of this section, an
organization providing state-wide technical support, development, and enhance-
ment of court-appointed special advocate programs must meet all of the
following requirements:

() The organization must provide state-wide support, development, and
enhancement of court-appointed special advocate programs that offer guardian
ad litem services as provided in RCW 26.12.175, 26.44.053, and 13.34.100;

(b) All guardians ad litem working under court-appointed special advocate
programs supported, developed, or enhanced by the organization must be
volunteers and may not receive payment for services rendered pursuant to the
program. The organization may include paid positions that are exclusively
administrative in nature, in keeping with the scope and purpose of this section;
and

(c) The organization providing state-wide technical support, development,
and enhancement of court-appointed special advocate programs must be a public
benefit nonprofit corporation as defined in RCW 24.03.490,
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(3) If more than one organization is eligible to receive money under this
section, the department shall develop criteria for allocation of appropriated
money among the eligible organizations.

Passed the House March 13, 1995,

Passed the Senate April 4, 1995.

Approved by the Governor April 12, 1995,

Filed in Office of Secretary of State April 12, 1995,

CHAPTER 14
{House Bill 1702)
WHEELCHAIR WARRANTIES

AN ACT Relating to wheelchair warrantics; and amending RCW 19.184.010, 19.184.020, and
19.184.030.

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

Sec. 1. RCW 19.184.010 and 1994 ¢ 104 s | are each amended to read as
follows:

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

(1) "Collateral costs" means expenses incurred by a consumer in connection
with the repair of a nonconformity, including the costs of obtaining an alternative
wheelchair or other device assisting mobility.

(2) "Consumer” means any of the following:

(a) The purchaser of a ((neterized)) wheelchair, if the ((meterized))
wheelchair was purchased from a ((meterized)) wheelchair dealer or manufactur-
er for purposes other than resale;

(b) A person to whom a ((meterized)) wheelchair is transferred for purposes
other than resale, if the transfer occurs before the expiration of an express
warranty applicable to the ((tmeterized)) wheelchair;

(c) A person who may enforce a warranty on a ((meterized)) wheelchair; or

(d) A person who leases a ((neterized)) wheelchair from a ((meterized))
wheelchair lessor under a written lease.

(3) "Demonstrator” means a ((tneterized)) wheelchair used primarily for the
purpose of demonstration to the public.

(4) "Early termination cost” means an expense or obligation that a
((motorized)) wheelchair lessor incurs as a result of both the termination of a
written lease before the termination date set forth in the lease and the return of
a ((meterized)) wheelchair to a manufacturer under RCW 19.184.030(2)(b).
"Early termination cost" includes a penalty for prepayment under a finance
arrangement.

(5) "Early termination savings" means an expense or obligation that a
((meterized)) wheelchair iessor avoids as a result of both the termination of a
written lease before the termination date set forth in the lease and the return of
a ((meoterized)) wheelchair to a manufacturer under RCW 19.184.030(2)(b).
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"Early termination savings" includes an interest charge that the ((meterized))
wheelchair lessor would have paid to finance the ((mmeterized)) wheelchair or, if
the ((moterized)) wheelchair lessor does not finance the ((meterized)) wheelchair,
the difference between the total amount for which the lease obligates the
consumer during the period of the lease term remaining after the early
termination and the present value of that amount at the date of the early
termination,

(6) "Manufacturer” means a person who manufactures or assembles
((moterized) wheelchairs and agents of the person, including an importer, a
distributor, factory branch, distributor branch, and a warrantor of the
manufacturer’s ((seterized)) wheelchairs, but does not include a ((fmeterized))
wheelchair dealer.

(7) (“Metorized-wheelek A menne a-meter-driven—wheeleh ..

€83)) "Nonconformity" means a condition or defect that substantially
impairs the use, value, or safety of a ((meterized)) wheelchair, and that is
covered by an express warranty applicable to the ((meterized)) wheelchair or to
a component of the ((reterized)) wheelchair, but does not include a condition
or defect that is the result of abuse, neglect, or unauthorized meodification or
alteration of the ((meterized)) wheelchair by a consumer.

((@B)) (8) "Reasonable attempt to repair" means any of the following
occurring within the term of an express warranty applicable to a new ((meter-
ized)) wheelchair or within one year after first delivery of a ((meterized))
wheelchair to a consumer, whichever is sooner:

(a) An attempted repair by the manufacturer, ((meterized)) wheelchair
lessor, or the manufacturer’s authorized ((meterized)) dealer is made to the same
warranty nonconforinity at least four times and the nonconformity continues; or

(b) The ((meterized)) wheelchair is out of service for an aggregate of at
least thirty days because of warranty nonconformity.

(9) "Wheelchair" means a wheelchair, including a_demonstrator, that a
consumer purchases or accepts transfer of in this state.

(10) "Wheelchair dealer" means a person who is in the business of selling
wheelchairs.

(11) "Wheelchair lessor" means a person who leases a wheelchair to a
consumer, or who holds the lessor’s rights, under a written lease.

Sec. 2, RCW 19.184.020 and 1994 ¢ 104 s 2 are each amended to read as
follows:

A manufacturer who sells a ((meterized)) wheelchair to a consumer, either
directly or through a ((meterized)) wheelchair dealer, shall furnish the consumer
with an express warranty for the ((metetrized)) wheelchair, The duration of the
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express warranty must be for at least one year after the first delivery of the
((meterized)) wheelchair to the consumer, If the manufacturer fails to furnish
an express warranty as required under this section, the ((meterized)) wheelchair
is covered by an implied warranty as if the manufacturer had furnished an
express warranty to the consumer as required under this section.

foll Sec, 3. RCW 19.184.030 and 1994 ¢ 104 s 3 are each amended to read as
ollows:

(1) If a new ((meterized)) wheelchair does not conform to an applicable
express warranty and the consumer reporgs the nonconformity to the manufactur-
er, the ((motorized)) wheelchair lessor, or any of the manufacturer’s authorized
((motorized)) wheelchair dealers and makes the ((meterized)) wheelchair
available for repair before one year after first delivery of the ((meterized))
wheelchair to the consumer, the nonconformity must be repaired.

(2) If, after a reasonable attempt to repair, the nonconformity is not repaired,
the manufacturer shall do one of the following, whichever is appropriate:

(a) At the direction of a consumer described under RCW 19.184.010(2) (a),
(b), or (c), do one of the following:

(i) Accept return of the ((meterized)) wheelchair and replace the ((meter
ized)) wheelchair with a comparable new ((ineterized)) wheelchair and refund
any collateral costs; or

(ii) Accept return of the ((meterized)) wheelchair and refund to the
consumer and to a holder of a perfected security interest in the consumer's
((meterized)) wheelchair, as their interest may appear, the full purchase price
plus any finance charge, amount paid by the consumer at the point of sale, and
collateral costs, less a reasonable allowance for use. Under this subsection
(2)(a)(ii), a reasonable allowance for use may not exceed the amount obtained
by multiplying the full purchase price of the ((meterized)) wheelchair by a
fraction, the denominator of which is one thousand eight hundred twenty-five and
the numerator of which is the number of days that the ((meterized)) wheelchair
was driven before the consumer first reported the nonconformity to the
{(motorized)) wheelchair dealer; or

(b)(i) For a consumer described in RCW 19.184.010(2)(d), accept rcturn of
the ((motorized)) wheelchair, refund to the ((meterized)) wheelchair lessor and
to a holder of a perfected security interest in the ((meterized)) wheelchair, as
their interest may appear, the current value of the written lease and refund to the
consumer the amount that the consumer paid under the written lease plus any
collateral costs, less a reasonable allowance for use.

(i1) Under this subsection (2)(b), the current value of the written lease equals
the total amount for which the lease obligates the consumer during the period of
the lease remaining after its early termination, plus the ((meterized)) wheelchair
dealer's early termination costs and the value of the ((meterized)) wheelchair at
the lease expiration date if the lease sets forth the value, less the ((meotorized))
wheelchair lessor’s early termination savings.
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(iii) Under this subsection (2)(b), a reasonable allowance for use may not
exceed the amount obtained by multiplying the total amount for which the
written lease obligates the consumer by a fraction, the denominator of which is
one thousand eight hundred twenty-five and the numerator of which is the
number of days that the consumer drove the ((meterized)) wheelchair before first
reporting the nonconformity to the manufacturer, ((meterized)) wheelchair lessor,
or ((meterized)) wheelchair dealer.

(3) To receive a comparable new ((meterized)) wheelchair or a refund due
under subsection (2)(a) of this section, a consumer described under RCW
19.184.010(2) (a), (b), or (c) shall offer to the manufacturer of the ((metetiied))
wheelchair having the nonconformity to transfer possession of the ((moterized))
wheelchair to the manufacturer. Within thirty days after the offer, the manufac-
turer shall provide the consumer with a comparable new ((seterized)) wheelchair
or a refund. When the manufacturer provides a new ((inoterized)) wheelchair
or refund under this subsection, the consumer shall return to the manufacturer the
((metetized)) wheelchair having the nonconformity.

(4)(a) To receive a refund due under subsection (2)(b) of this section, a
consumer described under RCW 19,184.010(2)(d) shall offer to return the
((metorized)) wheelchair having the nonconformity to its manufacturer, Within
thirty days after the offer, the manufacturer shall provide the refund to the
consumer. When the manufacturer provides the refund, the consumer shall
return to the manufacturer the ((meterized)) wheelchair having the nonconformi-
ly.

(b) To receive a refund due under subsection (2)(b) of this section, a
((moterized)) wheelchair lessor shall offer to transfer possession of the
((meterized)) wheelchair having the nonconformity to the manufacturer. Within
thirty days after the offer, the manufacturer shall provide a refund to the
((metorized)) wheelchair lessor, When the manufacturer provides the refund, the
((metorized)) wheelchair lessor shall provide to the manufacturer the endorse-
ments necessary to transfer legal possession to the manufacturer,

{c) A person may not enforce the lease against the consumer after the
consumer receives a refund due under subsection (2)(b) of this section.

(5) A person may not sell or lease again in this state a ((meterized))
wheelchair returned by a consumer or ({inetorized)) wheelchair lessor in this
state under subsection (2) of this section or by a consumer or ((meterized))
wheelchair lessor in another state under a similar law of that state, unless full
disclosure of the reasons for return is made to a prospective buyer or lessee.

Passed the House March 7, 1995,

Passed the Senate April 4, 1995,

Approved by the Governor April 12, 1995,

Filed in Office of Secretary of State April 12, 1995,
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CHAPTER 15
{House Bill 1706)
DAIRY INSPECTION PROGRAM ASSESSMENT EXTENDED

AN ACT Relating to the dairy inspection program assessment; amending RCW 15.36.551; and
declaring an emergency.

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

Sec. 1. RCW 15.36.55!1 and 1994 ¢ 34 s | are each amended to read as
follows:

There is levied on all milk processed in this state an assessment not to
exceed fifty-four one-hundredths of one cent per hundredweight. The director
shall determine, by rule, an assessment, that with contribution from the general
fund, will support an inspection program to maintain compliance with the
provisions of the pasteurized milk ordinance of the national conference on
interstate milk shipment. All assessments shall be levied on the opzrator of the
first milk plant receiving the milk for processing. This shall include milk plants
that produce their own milk for processing and milk plants that receive milk
from other sources. All moneys collected under this section shall be paid to the
director by the twentieth day of the succeeding month for the previous month's
assessments. The director shall deposit the funds into the dairy inspection
account hereby created within the agricultural local fund established in RCW
43.23.230. The funds shall be used only to provide inspection services to the
dairy industry. If the operator of a milk plant fails to remit any assessments, that
sum shall be a lien on any property owned by him or her, and shall be reported
by the director and collected in the manner and with the same priority over other
creditors as prescribed for the collection of delinquent taxes under chapters 84.60
and 84.64 RCW.

This section shall expire June 30, ((4995)) 2000.

NEW SECTION. Sec. 2. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and shall take effect immediately.

Passed the House March 8, 1995.

Passed the Senate April 4, 1995.

Approved by the Governor April 12, 1995.

Filed in Office of Secretary of State April 12, 1995,

CHAPTER 16
{Substitute Senate Bill 5022}
MILITARY L.D. CARDS—USE FOR LIQUOR PURCHASES
AN ACT Relating to identification cards for liquor purchases; and amending RCW 66.16.040.
Be it enacted by the Legislature of the State of Washington:

Sec. 1. RCW 66.16.040 and 1981 Ist ex.s. ¢ 5 s 8 are each amended to
read as follows:
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Except as otherwise provided by law, an employee in a state liquor store or
agency may sell liquor to any person of legal age to purchase alcoholic
beverages and may also sell to holders of permits such liquor as may be
purchased under such permits,

Where there may be a question of a person’s right to purchase liquor by
reason of age, such person shall be required to present any one of the following
officially issued cards of identification which shows his/her correct age and bears
his/her signature and photograph:

(1) Liquor control authority card of identification of any state or province
of Canada.

(2) Driver’s license, instruction permit or identification card of any state or
province of Canada, or “identicard" issued by the Washington state department
of licensing pursuant to RCW 46.20.117.

(3) United States armed forces identification card issued to active duty

((mititary—identifieation)), reserve, and retired personnel and the personnel's

dependents.
(4) Passport.

(5) Merchant Marine identification card issued by the United States Coast
Guard.
The board may adopt such regulations as it deems proper covering the
acceptance of such cards of identification.

No liquor sold under this section shall be delivered until the purchaser has
paid for the liquor in cash.

Passed the Senate February 3, 1995.

Passed the House April 4, 1995,

Approved by the Governor April 12, 1995,

Filed in Office of Secretary of State April 12, 1995,

CHAPTER 17
[Senate Bill 5027]
HOMICIDE BY ABUSE—STATUTE OF LIMITATIONS

AN ACT Relating to the statute of limitations for homicide by abuse; and amending RCW
9A.04.080.

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

Sec, 1. RCW 9A.04.080 and 1993 ¢ 214 s | are each amended to read as
follows:

(1) Prosecutions for criminal offenses shall not be commenced after the
periods prescribed in this section.

(a) The following offenses may be prosecuted at any time after their
commission:

(i) Murder;

(ii) Homicide by abuse;

(iii) Arson if a death results.
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(b) The following offenses shall not be prosecuted more than ten years after
their commission:

(i) Any felony committed by a public officer if the commission is in
connection with the duties of his or her office or constitutes a breach of his or
her public duty or a violation of the oath of office;

(i1) Arson if no death results; or

(iii) Violations of RCW 9A.44.040 or 9A.44.050 if the rape is reported to
a law enforcement agency within one year of its commission; except that if the
victim is under fourteen years of age when the rape is committed and the rape
is reported to a law enforcement agency within one year of its commission, the
violation may be prosecuted up to three years after the victim's eighteenth
birthday or up to ten years after the rape’s commission, whichever is later. If
a violation of RCW 9A.44.040 or 9A.44.050 is not reported within one year, the
rape may not be prosecuted: (A) More than three years after its commission if
the violation was committed against a victim fourteen years of age or older; or
(B) more than three years after the victim’s eighteenth birthday or more than
seven years after the rape's commission, whichever is later, if the violation was
committed against a victim under fourteen years of age.

(c) Violations of the following statutes shall not be prosecuted more than
three years after the victim's eighteenth birthday or more than seven years after
their commission, whichever is later; RCW 9A.44.073, 9A.44.076, 9A.44.083,
9A.44.086, 9A.44.070, 9A.44.080, 9A.44.100(1)(b), or 9A.64.020.

(d) The following offenses shall not be prosecuted more than six years after
their commission: Violations of RCW 9A.82.060 or 9A.82.080.

(e) The following offenses shall not be prosecuted more than five years after
their commission: Any class C felony under chapter 74.09 RCW,

() Bigamy shall not be prosecuted more than three years after the time
specified in RCW 9A.64.010.

(g) No other felony may be prosecuted more than three years after its
commission.

(h) No gross misdemeanor may be prosecuted more than two years after its
commission.

(i) No misdemeanor may be prosecuted more than one year after its
commission.

(2) The periods of limitation prescribed in subsection (1) of this section do
not run during any time when the person charged is not usually and publicly
resident within this state.

(3) If, before the end of a period of limitation prescribed in subsection (1)
of this section, an indictment has been found or a complaint or an information
has been filed, and the indictment, complaint, or information is set aside, then
the period of limitation is extended by a period equal to the length of time from
the finding or filing to the setting aside.
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Passed the Senate March 1, 1995.

Passed the House April 4, 1995.

Approved by the Governor April 12, 1995.

Filed in Office of Secretary of State April 12, 1995,

CHAPTER 18
[Substilute Senate Bill 5279]
SMALL LOAN BUSINESS OF LICENSED CHECK CASHERS AND SELLERS

AN ACT Relating to small loans by licensed check cashers and sellers; amending RCW
31.45.010, 31.45.030, 31.45.040, 31.45.050, 31.45.070, and 42.17.313; and adding new sections to
chapter 31.45 RCW.

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

Sec. 1. RCW 31.45.010 and 1994 ¢ 92 s 274 are each amended to read as
follows:

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

(1) "Check casher" means an individual, partnership, unincorporated
association, or corporation that, for compensation, engages, in whole or in part,
in the business of cashing checks, drafts, money orders, or other commercial
paper serving the same purpose.

(2) "Check scller” means an individual, partnership, unincorporated
association, or corporation that, for compensation, engages, in whole or in part,
in the business of or selling checks, drafts, money orders, or other commercial
paper serving the same purpose.

(3) "Licensee" means a check casher or seller licensed by the director to
engage in business in accordance with this chapter. For purposes of the
enforcement powers of this chapter, including the power to issue cease and desist
orders under RCW 31.45.110, "licensee” also means a check casher or seller who
fails to obtain the license required hy this chapter.

(4) "Small loan" means a loan of up to five hundred dollars for a period of
thirty-one days or less.

(5) "Director" means the director of financial institutions.

NEW SECTION. Sec. 2. A new section is added to chapter 31.45 RCW
to read as follows:

(1) No licensee may engage in the business of making small loans without
first obtaining a small loan endorsement to its license from the director in accor-
dance with this chapter. An endorsement will be required for each location
where a licensee engages in the business of making small loans, but a small loan
endorsement may authorize a licensee to make small loans at a location different
than the licensed locations where it cashes or sells checks or drafts. A licensee
may have more than one endorsement.

(2) A licensee that has obtained the required small loan endorsement may
charge interest or fees for small loans not to exceed in the aggregate fifteen
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percent of the principal amount borrowed. The director may determine by rule
which fees, if any, are not subject to the fifteen percent limitation,

(3) In connection with making a small loan, a licensee may advance moneys
on the security of a postdated check or draft provided the time period between
the date the loan is granted and the date of the postdated check does not exceed
thirty-one days. A licensee shall deposit all postdated checks or drafts as soon
as practicable after the date of the check or draft has passed.

(4) No person may at any time cash or advance any moneys on a postdated
check or draft in excess of the amount of goods or services purchased without
first obtaining a small loan endorsement to a check casher or check seller license,

NEW SECTION. Sec. 3. A new section is added to chapter 31.45 RCW
to read as follows:

(1) Each application for a small loan endorsement to a check casher or
check seller license must be in writing and in a form prescribed by the director
and shall contain the following information:

(a) The legal name, residence, and business address of the applicant, and if
the applicant is a partnership, corporation, or association, the name and address
of every member, partner, officer, and director thereof;

(b) The street and mailing address of each location where the licensee will
engage in the business of making small loans;

(c) A surety bond, or other security allowed under RCW 31.45.030, in the
amount required; and

(d) Any other pertinent information, including financial statements, as the
director may require with respect to the licensee and its directors, officers,
trustees, members, or employees.

(2) Any information in the application regarding the licensee's personal
residential address or telephone number is exempt from the public records
disclosure requirements of chapter 42,17 RCW.

(3) The application shall be filed together with an investigation and
supervision fee established by rule by the director. Fees collected shall be
deposited to the credit of the banking examination fund in accordance with RCW
43.320.110.

Sec. 4. RCW 31.45.030 and 1994 ¢ 92 s 276 are each amended to read as
follows:

(1) Except as provided in RCW 31.45.020, no check casher or seller may
engage in business without first obtaining a license from the director in
accordance with this chapter. A license is required for each location where a
licensee engages in the business of cashing or selling checks or drafts.

(2) Each application for a license shall be in writing in a form prescribed by
the director and shall contain the following information:

(a) The legal name, residence, and business address of the applicant and, if
the applicant is a partnership, association, or corporation, of every member,
officer, and director thereof;
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(b) The location where the initial registered office of the applicant will be
located in this state;

(c¢) The complete address of any other locations at which the applicant
proposes to engage in business as a check casher or seller;

(d) Such other data, financial statements, and pertinent information as the
director may require with respect to the applicant, its directors, trustees, officers,
members, or agents.

(3) Any information in the application regarding the personal residential
address or telephone number of the applicant is exempt from the public records
disclosure requirements of chapter 42,17 RCW,

(4) The application shall be filed together with an investigation and
supervision fee established by rule by the director. Such fees collected shall be
deposited to the credit of the banking examination fund in accordance with RCW
43.320.110.

(5)(a) Before granting a license to selt checks, drafts, or money orders under
this chapter, the director shall require that the licensee file with the director a
surety bond running to the state of Washington, which bond shall be issued by
a surety insurer which meets the requirements of chapter 48.28 RCW, and be in
a format acceptable to the director. The director shall adopt rules to determine
the penal sum of the bond that shall be filed by each licensee. The bond shall
be conditioned upon the licensee paying all persons who purchase checks, drafts,
or money orders from the licensee the face value of any check, draft, or money
order which is dishonored by the drawee bank, savings bank, or savings and loan
association due to insufficient funds or by reason of the account having been
closed. The bond shall only be liable for the face value of the dishonored check,
draft, or money order, and shall not be liable for any interest or consequential
damages.

(b) Before granting a small loan endorsement under this chapter, the director
shall require that the licensee file with the director a surety bond, in a format
acceptable to the director, issued by a surety insurer that meets the requirements
of chapter 48.28 RCW. The director shall adopt rules to determine the penal
sum of the bond that shall be filed by each licensee. A licensee who wishes to
engage in both check selling and making small loans may combine the penal
sums of the bonding requirements and file one bond in a form acceptable to the
director._The bond shall run to the state of Washington as obligee, and shall run
to the benefit of the state and any person or persons who suffer loss by reason
of the licensee's violation of this chapter or any rules adopted under this chapter.
The bond shall only be liable for damages suffered by borrowers as a result of
the licensee’s violation of this chapter or rules adopted under this chapter, and
shall not be liable for any interest or consequential damages.

(c) The bond shall be continuous and may be canceled by the surety upon
the surety giving written notice to the director and licensee of its intent to cancel
the bond. The cancellation is effective thirty days after the notice is received by
the director. Whether or not the bond is renewed, continued, reinstated, reissued,
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or otherwise extended, replaced, or modified, including increases or decreases in
the penal sum, it shall be considered one continuous obligation, and the surety
upon the bond shall not be liable in an aggregate or cumulative amount
exceeding the penal sum set forth on the face of the bond. In no event shall the
penal sum, or any portion thereof, at two or more points in time be added
together in determining the surety's liability. The bond shall not be liable for
any liability of the licensee for tortious acts, whether or not such liability is
imposed by statute or common law, or is imposed by contract. The bond shall
not be a substitute or supplement to any liability or other insurance required by
law or by the contract. If the surety desires to make payment without awaiting
court action against it, the penal sum of the bond shall be reduced to the extent
of any payment made by the surety in good faith under the bond.

{d) Any person who is a purchaser of a check, draft, or money order from
the licensee having a claim against the licensee for the dishonor of any check,
draft, or money order by the drawee bank, savings bank, or savings and loan
association due to insufficient funds or by reason of the account having been
closed, or who obtained a small loan from the licensee and was damaged by the
licensee’s violation of this chapter or rules adopted under this chapter, may bring
suit upon such bond or deposit in the superior court of the county in which the
check, draft, or money order was purchased, or in the superior court of a county
in which the licensee maintains a place of business. Jurisdiction shall be
exclusively in the superior court, Any such action must be brought not later than
one year after the dishonor of the check, draft, or money order on which the
claim is based. In the event valid claims against a bond or deposit exceed the
amount of the bond or deposit, each claimant shall only be entitled to a pro rata
amount, based on the amount of the claim as it is valid against the bond, or
deposit, without regard to the date of filing of any claim or action.

((65)) (e) In lieu of the surety bond required by this section, the applicant
for a check seller license may file with the director a deposit consisting of cash
or other security acceptable to the director in an amount equal to the penal sum
of the required bond. ((Fhe-direetor-may-adopt-riles-neeessary—for-the-proper
ﬂd’m‘iﬂ. " ‘ - ha-gaa
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bond required by this section, the applicant for a small loan_endorsement may
file with the director a deposit consisting of cash or other security acceptable to
the director in an amount equal to the penal sum of the required bond, or may
demonstrate to the director net worth in excess of three times the amount of the
penal sum of the required bond.

The director may adopt rules necessary for the proper administration of the
security or to_establish reporting requirements to ensure that the net worth
requirements continue to be met. A deposit given instead of the bond required
by this section is not an asset of the licensee for the purpose of complying with
the liquid asset provisions of this chapter. A deposit given instead of the bond
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required by this section is a fund held in trust for the benefit of eligible claimants
under this section and is not_an_asset of the estate of any licensee that seeks
protection voluntarily or involuntarily under the bankruptcy laws of the United
States.

((€e)) (D Such security may be sold by the director at public auction if it
becomies necessary to satisfy the requirements of this chapter. Notice of the sale
shall be served upon the licensee who placed the security personally or by mail.
If notice is served by mail, service shall be addressed to the licensee at its
address as it appears in the records of the director. Bearer bonds of the United
States or the state of Washington without a prevailing market price must be sold
at public auction. Such bonds having a prevailing market price may be sold at
private sale not lower than the prevailing market price. Upon any sale, any
surplus above amounts due shall be returned to the licensee, and the licensee
shall deposit with the director additional security sufficient to meet the amount
required by the director. A deposit given instead of the bond required by this
section shall not be deemed an asset of the licensee for the purpose of complying
with the liquid asset provisions of this chapter.

Sec. 5. RCW 31.45.040 and 1994 ¢ 92 s 277 are each amended to read as
follows:

(1) The director shall conduct an investigation of every applicant to
determine the finaucial responsibility, experience, character, and general fitness
of the applicant. The director shall issue the applicant a license to engage in the
business of cashing or selling checks, or both, or_a small loan endorsement, if
the director determines to his or her satisfaction that:

(a) The applicant is financially responsible and appears to be able to conduct
the business of cashing or selling checks or making small loans in an honest,
fair, and efficient manner with the confidence and trust of the community; and

(b) The applicant has the required bonds, or has provided an acceptable
alternative form of financial security.

(2) The director may refuse to issue a license or small loan endorsement if
he or she finds that the applicant, or any person who is a director, officer,
partner, agent, or substantial stockholder of the applicant, has been convicted of
a felony in any jurisdiction or is associating or consorting with any person who
has been convicted of a felony in any jurisdiction. The term "substantial
stockholder" as used in this subsection, means a person owning or controlling ten
percent or more of the total outstanding shares of the applicant corporation,

(3) No license or small loan_endorsement may be issued to an applicant
whose license to conduct business under this chapter had been revoked by the
director within the twelve-month period preceding the application,

(4) A license or small loan endorsement issued under this chapter shall be
conspicuously posted in the place of business of the licensee. The license is not
transferable or assignable,

(5) A license or small loan endorsement issued in accordance with this

chapter remains in force and effect ((#hreugh-the-remainderof-the-ealendar-year
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foHowing—its—date-of-tssuanee)) for a period of five years from the date it is

issued unless earlier surrendered, suspended, or revoked. However, the initial
small loan endorsement is effective until the next expiration date of the
underlying license, unless earlier surrendered, suspended, or revoked.

(6) The director’s investigation and fees required under this chapter shall
differentiate between check cashing and check selling ((aetivities)) and making
small loans, and take into consideration the level of risk and potential harm to
the public related to each such activity.

Sec. 6. RCW 31.45.050 and 1994 ¢ 92 s 278 are each amended to read as
follows:

(1) A license or small loan endorsement may be renewed upon the filing of
an applici¢ion containing such information as the director may require and by the
payment of a fee in an amount determined by the director as necessary to cover
the costs of supervision. Such fees collected shall be deposited to the credit of
the banking examination fund in accordance with RCW 43.320.110. The director
shall renew the license in accordance with the standards for issuance of a new
license.

(2) If a licensee intends to do business at a new location, to close an
existing place of business, or to relocate an existing place of business, the
licensee shall provide written notification of that intention to the director no less
than thirty days before the proposed establishing, closing, or moving of a place
of business.

Sec, 7. RCW 31.45.070 and 1994 c 92 s 280 are each amended to read as
follows:

(1) ((Exeepi—for—the—netivities—of—a—pawnbroksr—as—defined—in—REW
45-60:0468;)) No licensee may engage in a loan business or the negotiation of
loans or the discounting of notes, bills of exchange, checks, or other evidences
of debt on the same premises where a check cashing or selling business is

conducted, unless ((sueh-loan-business-is-a~properly-teensed-consumerfinanece
WMWWWMMWM

sellmg—bumess-m-menﬁef—appﬂwed—by—ﬂae-dﬂee*ef)) the licensee:

(a) Is conducting the activities of pawnbroker as defined in RCW 19.60.010;

(b) Is a properly licensed consumer loan company;

(c) Is conducting other lending activity permitted in the state of Washington;
or

(d) Has a small loan endorsement.

(2) Except as_otherwise permitted in this chapter, no licensee may at any
time cash or advance any moneys on a postdated check or draft. However, a
licensee may cash a check payable on the first banking day following the date
of cashing if:
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(a) The check is drawn by the United States, the state of Washington, or any
political subdivision of the state, or by any department or agency of the state or
its subdivisions; or

(b) The check is a payroll check drawn by an employer to the order of its
employee in payment for services performed by the employee.

(3) Except as otherwise permitted in this chapter, no licensee may agree to
hold a check or draft for later deposit. A licensee shall deposit all checks and
drafts cashed by the licensee as soon as practicable.

(4) No licensee may issue or cause to be issued any check, draft, or money
order, or other commercial paper serving the same purpose, that is drawn upon
the trust account of a licensee without concurrently receiving the full principal
amount, in cash, or by check, draft, or money order from a third party believed
to be valid.

(5) No licensee may advertise, print, display, publish, distribute, or broadcast
or cause or permit to be advertised, printed, displayed, published, distributed, or
broadcast, any statement or representation that is false, misleading, or deceptive,
or that omits material information, or that refers to the supervision of the licensee
by the state of Washington or any department or official of the state.

(6) Each licensee shall comply with all applicable federal statutes governing
currency transaction reporting,

Sec. 8. RCW 42,17.313 and 1991 ¢ 355 s 22 are each amended to read as
follows:

Information in an application for licensing or a small loan endorsement
under (REW-31-45-030)) chapter 31.45 RCW regarding the personal residential
address, telephone number of the applicant, or financial statement is exempt from
disclosure under this chapter.

Passed the Senate February 27, 1995.

Passed the House April 4, 1995,

Approved by the Governor April 12, 1995.

Filed in Office of Secretary of State April 12, 1995.

CHAPTER 19
{Senate Bill 5630]
NONCONSENSUAL COMMON LAW LIENS

AN ACT Relating to nonconsensual common law liens; amending RCW 60.70.010 and
60.70.030; and adding new sections to chapter 60.70 RCW,

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

Sec. 1. RCW 60.70.010 and ]986 ¢ 181 s | are each amended to read as
follows:

(1) 1t is the intent of this chapter to limit the circumstances in which
nonconsensual common law liens shall be recognized in this state,
(2) For the purposes of this chapter;
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(a) "Lien" means an encumbrance on property as security for the payment
of a debt; ((and))

(b) "Nonconsensual common law lien" is a lien that;

(i) Is ((recoznized-now-or-hereafterunderthe-ecommeonlaw-ef-this-state)) not
provided for by a specific statute;

(ii) Does not depend upon the consent of the owner of the property affected
for its existence; and

(iii) Is not a court-imposed equitable or constructive lien;

(c) "State or local official or employee" means an appointed or elected
official or any employee of a state agency, board, commission, department in any
branch of state government, or institution_of higher education; or of a school
district, political subdivision, or unit of local government of this state; and

(d) "Federal official or employee" means an employee of the government
and federal agency as defined for purposes of the federal tort claims act, 28
U.S.C. Sec. 2671.

(3) Nothing in this chapter is intended to affect:

(a) Any lien provided for by statute;

(b) Any consensual liens now or hereafter recognized under the common law
of this state; or

(c) The ability of courts to impose equitable or constructive liens,

NEW SECTION. Sec. 2. A new section is added to chapter 60.70 RCW
to read as follows:

(1) Any person whose real or personal property is subject to a recorded
claim of common law lien who believes the claim of lien is invalid, may petition
the superior court of the county in which the claim of lien has been recorded for
an order, which may be granted ex parte, directing the lien claimant to appear
before the court at a time no earlier than six nor later than twenty-one days
following the date of service of the petition and order on the lien claimant, and
show cause, if any, why the claim of lien should not be stricken and other relief
provided for by this section should not be granted. The petition shall state the
grounds upon which relief is requested, and shall be supported by the affidavit
of the petitioner or his or her attorney setting forth a concise statement of the
facts upon which the motion is based. The order shall be served upon the lien
claimant by personal service, or, where the court determines that service by mail
is likely to give actual notice, the court may order that service be made by any
person over eighteen years of age, who is competent to be a witness, other than
a party, by mailing copies of the petition and order to the lien claimant at his or
her last known address or any other address determined by the court to be
appropriate. Two copies shall be mailed, postage prepaid, one by ordinary first
class mail and the other by a form of mail requiring a signed receipt showing
when and to whom it was delivered. The envelopes must bear the return address
of the sender.

(2) The order shall clearly state that if the lien claimant fails to appear at the -
time and place noted, the claim of lien shall be stricken and released and that the
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lien claimant shall be ordered to pay the costs incurred by the petitioner,
including reasonable attorneys’ fees.

(3) The clerk of the court shall assign a cause number to the petition and
obtain from the petitioner a filing fee of thirty-five dollars.

(4) If, following a hearing on the matter, the court determines that the claim
of lien is invalid, the court shall issue an’order striking and releasing the claim
of lien and awarding costs and reasonable attorneys’ fees to the petitioner to be
paid by the lien claimant. If the court determines that the claimn of lien is valid,
the court shall issue an order so stating and may award costs and reasonable
attorneys’ fees to the lien claimant to be paid by the petitioner.

NEW SECTION. Sec. 3. A new section is added to chapter 60.70 RCW
1o read as follows:

Any claim of lien against a federal, state, or local official or employee based
on the performance or nonperformance of that official’s or employee’s duties
shall be invalid unless accompanied by a specific order from a court of
competent jurisdiction authorizing the filing of such lien or unless a specific
statute authorizes the filing of such lien.

Sec. 4. RCW 60,70.030 and 1986 ¢ 181 s 3 are each amended to read as
follows:

(1) No person has a duty to accept for filing or recording any claim of lien
unless the lien is authorized by statute or imposed by a court having jurisdiction
over property affected by the lien, nor does any person have a duty to reject for
filing or recording any claim of lien,_except as provided in subsection (2) of this
section.

(2) No person shall be obligated to accept for filing any claim of lien against
a_federal, state, or local official or employee based on the performance or
nonperformance of that official’s or employee's duties unless accompanied by
a specific order from a court of competent jurisdiction authorizing the filing of
such lien.

(3)If a claim of lien as described in_subsection (2) of this section has been
accepted for filing, the recording officer shall accept for filing a notice of invalid
lien signed and submitted by the assistant United States attorney representing the
federal agency of which the individual is an official or employee; the assistant
attorney general representing the state agency, board, commission, department,
or_institution_of higher education of which the individual is an official or
employee; or the attorney representing the school district, political subdivision,
or unit of local overnment of this state of which the individual is an official or
employee. A copy of the notice of invalid lien shall be mailed by the attorney
to the erson who fgled the claim of lien at his or her last known address. No
recording officer or county shall be liable for the acceptance for filing of a claim
of lien as described in subsection (2) of this section, nor for the acceptance for
filing of a notice of invalid lien pursuant to this subsection.
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Passed the Senate March 3, 1995.

Passed the House April 4, 1995.

Approved by the Governor April 12, 1995.

Filed in Office of Secretary of State April 12, 1995.

CHAPTER 20
[Substitute Senate Bill 5660]
HEATING OIL POLLUTION LIABILITY PROTECTION ACT

AN ACT Relating to heating oil pollution liability; amending RCW 82.38.090; adding a new
section to chapter 70.148 RCW; adding a new chapter to Title 70 RCW; and providing an expiration
date.

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

NEW SECTION. Sec. 1. 1t is the intent of the legislature to establish a
temporary regulatory program to assist owners and operators of heating oil tanks.
The legislature finds that it is in the best interests of all citizens for heating oil
tanks to be operated safely and for tank leaks or spills to be dealt with
expeditiously. The legislature further finds that it is necessary to protect tank
owners from the financial hardship related to damaged heating oil tanks. The
problem is especially acute because owners and operators of heating oil tanks
used for space heating have been unable to obtain pollution liability insurance or
insurance has been unaffordable.

NEW SECTION. Sec, 2. This chapter may be known and cited as the
Washington state heating oil pollution liability protection act.

NEW SECTION. Sec. 3. Unless the context clearly requires otherwise, the
definitions in this section apply throughout this chapter.

(1) "Accidental release” means a sudden or nonsudden release of heating oil,
occurring after the effective date of this act, from operating a heating oil tank
that results in bodily injury, property damage, or a need for corrective action,
neither expected nor intended by the owner or operator.

(2) "Bodily injury" means bodily injury, sickness, or discase sustained by a
person, including death at any time, resulting from the injury, sickness, or
disease.

(3)(a) "Corrective action" means those actions reasoriably required to be
undertaken by the insured to remove, treat, neutralize, contain, or clean up an
accidental relzase in order to comply with a statute, ordinance, rule, regulation,
directive, order, or similar legal requirement, in effect at the time of an
accidental release, of the United States, the state of Washington, or a political
subdivision of the United States or the state of Washington, "Corrective action"
includes, where agreed to in writing, in advance by the insurer, action to remove,
treat, neutralize, contain, or clean up an accidental release to avert, reduce, or
eliminate the liability of the insured for corrective action, bodily injury, or
property damage. "Corrective action” also includes actions reasonably necessary
to monitor, assess, and evaluate an accidental release.
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(b) "Corrective action" does not include:

(i) Replacement or repair of heating oil tanks or other receptacles; or

(ii) Replacement or repair of piping, connections, and valves of tanks or
other receptacles.

(4) "Defense costs” include the costs of legal representation, expert fees, and
related costs and expenses incurred in defending against claims or actions
brought by or on behalf of:

(a) The United States, the state of Washington, or a political subdivision of
the United States or state of Washington to require corrective action or to recover
costs of corrective action; or

(b) A third party for bodily injury or property damage caused by an
accidental release.

(5) "Director" means the director of the Washington state pollution liability
insurance agency or the director’s appointed representative.

(6) "Heating oil" means any petroleum product used for space heating in oil-
fired furnaces, heaters, and boilers, including stove oil, diesel fuel, or kerosene.
"Heating oil" does not include petroleum products used as fuels in motor
vehicles, marine vessels, trains, buses, aircraft, or any off-highway equipment not
used for space heating, or for industrial processing or the generation of electrical
energy.

(7) "Heating oil tank" means a tank and its connecting pipes, whether above
or below ground, or in a basement, with pipes connected to the tank for space
heating of human living or working space on the premises where the tank is
located. "Heating oil tank" does not include a decommissioned or abandoned
heating oil tank, or a tank used solely for industrial process heating purposes or
generation of electrical energy.

(8) "Occurrence” means an accident, including continuous or repeated
exposure to conditions, that results in a release from a heating oil tank.

(9) "Owner or operator" means a person in control of, or having responsibil-
ity for, the daily operation of a heating oil tank.

(10) "Pollution liability insurance agency" means the Washinglon state
pollution liability insurance agency.

(11) "Property damage” means:

(a) Physical injury to, destruction of, or contamination of tangible property,
including the loss of use of the property resulting from the injury, destruction,
or contamination; or

(b) Loss of use of tangible property that has not been physically injured,
destroyed, or contaminated but has been evacuated, withdrawn from use, or
rendered inaccessible because of an accidental release.

(12) "Release” means a spill, leak, emission, escape, or leaching into the
environment.

(13) "Remedial action costs" means reasonable costs that are attributable to
or associated with a remedial action.
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(14) "Tank" means a stationary device, designed to contain an accumulation
of heating oil, that is constructed primarily of nonearthen materials such as
concrete, steel, fiberglass, or plastic that provides structural support,

(15) "Third-party liability" means the liability of a heating oil tank owner
to another person due to property damage or personal injury that results from a
leak or spill.

NEW SECTION. Sec. 4. The director shall:

(1) Design a program for providing pollution liability insurance for heating
oil tanks that provides sixty thousand dollars per occurrence coverage and
aggregate limits, and protects the state of Washington from unwanted or
unanticipated liability for accidental release claims;

(2) Administer, implewment, and enforce the provisions of this chapter. To
assist in administration of the program, the director is authorized to appoint up
to two employees who are exempt from the civil service law, chapter 41.06
RCW, and who shall serve at the pleasure of the director;

(3) Administer the heating oil pollution liability trust account, as established
under section 7 of this act;

(4) Employ and discharge, at his or her discretion, agents, attorneys,
consultants, companies, organizations, and employees as deemed necessary, and
to prescribe their duties and powers, and fix their compensation;

(5) Adopt rules under chapter 34.05 RCW as necessary to carry out the
provisions of this chapter;

(6) Design and from time to time revise a reinsurance contract providing
coverage to an insurer or insurers meeting the requirements of this chapter. The
director is authorized to provide reinsurance through the pollution liability
insurance agency trust account;

(7) Solicit bids from insurers and select an insurer to provide pollution
liability insurance for third-party bodily injury and property damage, and
corrective action to owners and operators of heating oil tanks;

(8) Register, and design a means of accounting for, operating heating oil
tanks.

NEW SECTION. Sec. 5. (1) In selecting an insurer to provide pollution
liability insurance coverage to owners and operators of heating oil tanks used for
space heating, the director shall evaluate bids based upon criteria established by
the director that shall include:

(a) The insurer’s ability to underwrite pollution liability insurance;

(b) The insurer's ability to settle pollution liability claims quickly and
efficiently;

(c) The insurer’s estimate of underwriting and claims adjustment expenses;

(d) The insurer's estimate of premium rates for providing coverage;

{e) The insurer’s ability to manage and invest premiums; and

(f) The insurer’s ability to provide risk management guidance to insureds.
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(2) The director shall select the bidder most qualified to provide insurance
consistent with this chapter and need not select the bidder submitting the least
expensive bid. The director may consider bids by groups of insurers and
management companies who propose to act in concert in providing coverage and
who otherwise meet the requirements of this chapter.

(3) Owners and operators of heating oil tanks, or sites containing heating oil
tanks where a preexisting release has been identified or where the owner or
operator knows of a preexisting release are eligible for coverage under the
program subject to the following conditions:;

(a) The owner or operator must have a plan for proceeding with corrective
action; and

(b) If the owner or operator files a claim with the insurer, the owner or
operator has the burden of proving that the claim is not related to a preexisting
release until the owner or operator demonstrates to the satisfaction of the director
that corrective action has been completed.

NEW SECTION. Sec. 6. (1) The activities and operations of the program
are exempt from the provisions and requirements of Title 48 RCW and to the
extent of their participation in the program, the activities and operations of the
insurer selected by the director to provide liability insurance coverage to owners
and operators of heating oil tanks are exempt from the requirements of Title 48
RCW except for:

(a) Chapter 48.03 RCW pertaining to examinations;

{b) RCW 48.05.250 pertaining to annual reports;

(c) Chapter 48.12 RCW pertaining to assets and liabilities;

(d) Chapter 48.13 RCW pertaining to investments;

(e) Chapter 48.30 RCW pertaining to deceptive, false, or fraudulent acts or
practices; and

(f) Chapter 48.92 RCW pertaining to liability risk retention,

(2) To the extent of their participation in the program, the insurer selected
by the director to provide liability insurance coverage to owners and operators
of heating oil tanks shall not participate in the Washington insurance guaranty
association nor shall the association be liable for coverage provided to owners
and operators of heating oil tanks issued in connection with the program,

NEW SECTION. Sec. 7.. (1) The heating oil pollution liability trust
account is created in the custody of the state treasurer. All receipts from the
pollution liability insurance fee collected under section 8 of this act and
reinsurance premiums shall be deposited into the account. Expenditures from the
account may be used only for the purposes set out under this chapter. Only the
director or the director’s designee may authorize expenditures from the account.
The account is subject to allotment procedures under chapter 43.88 RCW, but no
appropriation is required for expenditures. Any residue in the account shall be
transferred at the end of the biennium to the pollution liability insurance agency
trust account.
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(2) Money in the account may be used by the director for the following
purposes:

(a) Corrective action costs;

(b) Third-party liability claims;

(c) Costs associated with claims administration;

(d) Purchase of an insurance policy to cover all registered heating oil tanks,
and reinsurance of the policy; and

(e) Administrative expenses of the program, including personnel, equipment,
and supplies.

NEW SECTION. Sec. 8. (1) A pollution liability insurance fee of six-
tenths of one cent per gallon of heating oil purchased within the state shall be
imposed on every special fuel dealer, as the term is defined in chapter 82.38
RCW, making sales of heating oil to a user or consumer.

(2) The pollution liability insurance fee shall be remitted by the special fuel
dealer to the department of licensing with payment of the special fuel dealer tax.

(3) The fee proceeds shall be used for the specific regulatory purposes of
this chapter.

(4) The fee imposed by this section shall not apply to heating oil exported
or sold for export from the state.

NEW SECTION. Sec. 9. The following shall be confidential and exempt
under chapter 42.17 RCW, subject to the conditions et forth in this section;

(1) All examination and proprietary reports and information obtained by the
director and the director’s staff in soliciting bids from insurers and in monitoring
the insurer selected by the director may not be made public or otherwise
disclosed to any person, firm, corporation, agency, association, governmental
body, or other entity.

(2) All information obtained by the director or the director's staff related to
registration of heating oil tanks to be insured may not be made public or
otherwise disclosed to any person, firm, corporation, agency, association,
governmental body, or other entity.

(3) The director may furnish all or part of examination reports prepared by
the director or by any person, firm, corporation, association, or other entity
preparing the reports on behalf of the director to:

(a) The Washington state insurance conmissioner;

{(b) A person or organization officially connected with the insurer as officer,
director, attorney, auditor, or independent attorney or independent auditor; and

(c) The attorney general in his or her role as legal advisor to the director.

NEW SECTION. Sec. 10. Nothing contained in this chapter shall authorize
any commercial conduct which is prohibited by RCW 19,86.020 through
19.86.060, and no section of this chapter shall be deemed to be an implied repeal
of any of those sections of the Revised Code of Washington,
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NEW SECTION. Sec. 11, The director shall report by December 31 of
each year to the legislature on the status of the regulatory program under this
chapter.

NEW SECTION. Sec. 12. A new section is added to chapter 70.148 RCW
to read as follows:;

The director shall provide reinsurance through the pollution liability
insurance program trust account to the heating oil pollution liability protection
program under sections | through 11 of this act.

Sec. 13. RCW 82.38.090 and 1994 ¢ 262 s 23 are each amended to read as
follows:

It shall be unlawful for any person to act as a special fuel dealer or a special
fuel user in this state unless such person is the holder of an uncanceled special
fuel dealer’s or a special fuel user’s license issued to him or her by the
department.

A special fuel dealer’s license authorizes a person to deliver previously
untaxed special fuel into the fuel supply tanks of motor vehicles, collect the
special fuel tax on behalf of the state at the time of delivery, and remit the taxes
collected to the state as provided herein. A licensed special fuel dealer may also
deliver untaxed special fuel into bulk storage facilities of a licensed special fuel
user or dealer without collecting the special fuel tax. Special fuel dealers, when
making deliveries of special fuel into bulk storage to any person not holding a
valid special fuel license, must collect the special fuel tax at time of delivery,
unless the person to whom the delivery is made is specifically exeinpted from
the tax as provided herein.

A special fuel user’s license authorizes a person to purchase special fuel into
bulk storage for use in motor vehicles either on or off the public highways of
this state without payment of the special fuel tax at time of purchase. Holders
of special fuel licenses are all subject to the bonding, reporting, tax payment, and
record-keeping provisions of this chapter. All purchases of special fuel by a
licensed special fuel user directly into the fuel supply tank of a motor vehicle are
subject to the special fuel tax at time of purchase. Special authorization may be
given to farmers, logging companies, and construction companies to purchase
special fuel directly into the supply tanks of nonhighway equipment or into
portable slip tanks for nonhighway use without payment of the special fuel tax.

i )
Special fuel users operating motor vehicles in interstate commerce having
two axles and a gross vehicle weight or registered gross vehicle weight not
exceeding twenty-six thousand pounds are not required to be licensed. Special
fuel users operating motor vehicles in interstate commerce having two axles and
a gross vehicle weight or registered gross vehicle weight exceeding twenty-six
thousand pounds, or having three or more axles regardless of weight, or a
. combination of vehicles, when the combination exceeds twenty-six thousand
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pounds gross vehicle weight, must comply with the licensing and reporting
requirements of this chapter, A copy of the license must be carried in each
motor vehicle entering this state from another state or province.

NEW SECTION. Sec. 14. Sections | through 11 of this act shall expire
June 1, 2001,

NEW SECTION. Sec. 15. Sections 1 through 11 of this act shall constitute
a new chapter in Title 70 RCW.

NEW SECTION. Sec. 16. If any provision of this act or its application to
any person or circumstance is held invalid, the remainder of the act or the
application of the provision to other persons or circumstances is not affected.

Passed the Senate March 13, 1995.

Passed the House April 4, 1995.

Approved by the Governor April 12, 1995.

Filed in Office of Secretary of State April 12, 1995.

CHAPTER 21
{Senate Bill 5042]
MUNICIT AL ORDINANCE POOLING

AN ACT Relating to ordinance information pooling; amending RCW 35A.39.010; and adding
a new section to chapter 35.21 RCW.

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

NEW SECTION. Sec. I. A new section is added to chapter 35.21 RCW
to read as follows:

(1) It is the purpose of this section to provide a means whereby all cities and
towns may obtain, through a single source, information regarding ordinances of
other cities and towns that may be of assistance to them in enacting appropriate
local legislation.

(2) For the purposes of this section, (a) "clerk” means the city or town clerk
or other person who is lawfully designated to perform the recordkeeping function
of that office, and (b) "municipal research council” means the municipal research
council created by chapter 43.110 RCW,

(3) The clerk of every city and town is directed to provide to the municipal
research council or its designee, promptly after adoption, a copy of each of its
regulatory ordinances and such other ordinances or kinds of ordinances as may
be described in a list or lists promulgated by the municipal research council or
its designee from time to time, and may provide such copies without charge.
The municipal research council may provide that information to the entity with
which it contracts for the provision of municipal research and services, in order
to provide a pool of information for all cities and towns in the state of
Washington.

(4) This section is intended to be directory and not mandatory.
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Sec. 2. RCW 35A.39.010 and 1967 ex.s. ¢ 119 s 35A.39.010 are each
amended to read as follows:

Every code city shall keep a journal of minutes of its legislative meetings
with orders, resolutions and ordinances passed, and records of the proceedings
of any city department, Jivision or commission performing quasi judicial
functions as required by ordinances of the city and general laws of the state and
shall keep such records open to the public as required by RCW 42.32,030 and
shall keep and preserve all public records and publications or reproduce and
destroy the same as prov:ded by Title 40 RCW Each code cny ((ﬁhaﬂ-psewde

Mmhmg&en%es—wﬂhem—eherge—aﬂd)) may duphcate and sell COplCS of its

ordinances at fees reasonably calculated to defray the cost of such duplication
and handling.

Passed the Senate March 1, 1995.

Passed the House April 4, 1995,

Approved by the Governor April 13, 1995.

Filed in Office of Secretary of State April 13, 1995.

CHAPTER 22
[Senate Bill 5046]
INTERLOCAL AGREEMENTS—FILING REQUIREMENTS

AN ACT Relating to filing requirements for interlocal agreements; amending RCW 39.34.040;
and repealing RCW 39.34.120.

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

Sec. 1. RCW 39.34,040 and 1992 ¢ 161 s 5 are each amended to read as
follows:

Prior to its entry into force, an agreement made pursuant to this chapter shall
be filed with the county auditor ((end-with-the-seeretary-ef-state)). In the event
that an agreement entered into pursuant to this chapter is between or among one
or more public agencies of this state and one or more public agencies of another
state or of the United States ti.» agreement shall have the status of an interstate
compact, but in any case or controversy involving performance or interpretation
thereof or liability thereunder, the public agencies party thereto shall be real
parties in interest and the state may maintain an action to rccoup or otherwise
make itself whole for any damages or liability which it may incur by reason of
being joined as a party therein, Such action shall be maintainable against any
public agency or agencies whose default, failure of performance, or other conduct
caused or contributed to the incurring of damage or liability by the state,

NEW SECTION. Sec. 2. RCW 39.34.120 and 1967 c 239 s 13 are each
repealed.
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Passed the Senate February 15, 1995,

Passed the House April 4, 1995,

Approved by the Governor April 13, 1995.

Filed in Office of Secretary of State April 13, 1995.

CHAPTER 23
{Senate Bill 5052]
PRINTING AND DUPLICATION CENTER—REPEAL OF OBSOLETE PROVISIONS

AN ACT Relating to deleting obsolete provisions related to the printing and duplicating center;
and repealing RCW 43.19.640, 43.19.645, 43.19.650, 43.19.655, 43.19.660, and 43.19.665.

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

NEW SECTION. Sec. 1. The following acts or parts of acts are each
repealed:

(I) RCW 43,19.640 and 1979 ¢ 151 s 105 & 1977 ex.s. c 86 s |;

(2) RCW 43,19.645 and 1977 ex.s. c 86 s 2;

(3) RCW 43.19.650 and 1986 ¢ 158 s 11 & 1977 ex.s. c 86 5 3;

(4) RCW 43.19.655 and 1977 ex.s. ¢ 86 s 4;

(5) RCW 43.19.660 and 1987 ¢ 505 s 27, 1986 ¢ 158 s 12, 1979 ¢ 151 s
106, & 1977 ex.s. ¢ 86 5 §;

(6) RCW 43.,19.665 and 1977 ex.s. c 86 s 6.

Passed the Senate March 1, 1995,

Passed the House April 4, 1995.

Approved by the Governor April 13, 1995.

Filed in Office of Secretary of State April 13, 1995.

CHAPTER 24
[Substitute Senate Bill 5067]
STATE LEGAL PUBLICATIONS—DISTRIBUTION, SALE, AND EXCHANGE

AN ACT Relating to distribution and pricing of session laws, legislative journals, and supreme
court and court of appeals reports; and amending RCW 40.04.030, 40,04.035, 40.04.040, and
40.04.090.

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

Sec. 1. RCW 40.04.030 and 1971 ¢ 42 s 2 are each amended to read as
follows:

The ((statedaw-librarian-shall-reeeive-from-the)) public printer((-whese-duty
#)) shall ((be-te)) deliver to ((kim;)) the statute law committee all bound volumes
of the session laws((-and)). The public printer shall deliver the house and senate
journals as ((the-same)) they are published to the chief clerk of the house of
representatives and the secretary of the senate, as appropriate. ((He-shall-alse
reeetve—frem)) The publisher of the supreme court reports and the court of
appeals reports of the state of Washington ((sueh)) shall deliver the copies ((es))
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that are purchased by the supreme court for the use of the state to the state law
librarian.

Sec. 2. RCW 40.04.035 and 1982 1st ex.s. ¢ 32 s § are each amended to
read as follows:

The statute law committee, after each legislative session, shall furnish one
temporary bound copy of each act as published under chapter 44.20 RCW to
each requesting member of the legislature at which such law was enacted, and
to each requesting state department or division thereof, commission, committee,
board, and council, and to community colleges. ((Fhirty-five)) Copies shall be
furnished to the senate and ((fifty~eepies—e)) the house of representatives ((er
steh-other-number)) as may be requested. Two copies shall be furnished the
administrator for the courts. One copy shall be furnished for each assistant
attorney general; and one copy each to the Olympia representatives of the
Associated Press and the United Press.

Each county auditor shall submit each year to the statute law committee a
list of county officials requiring temporary session laws for official use only, and
the auditor shall receive and distribute such copies to the county officials.

There shall be a charge ((ef~five-deHars)) established by the statute law
committee for each of the complete sets of such temporary publications when
delivered to any person, firm, corporation, or institution excepting the persons
and institutions named in this section. All moneys received from the sale of
such temporary sets shall be transmitted to the state treasurer, who shall deposit
((the-seme)) them in the state treasury to the credit of the general fund.

Sec. 3. RCW 40.04.040 and 1982 Ist ex.s. ¢ 32 s 1 are each amended to
read as follows:

Permanent session laws shall be distributed, sold, ((end/e)) and exchanged
by the ((state-law-tbrarian)) statute law committee as follows:

(1) Copies shall be given as follows: One to each requesting United States
senator and representative in congress from this state; two to the Library of Con-
gress; one to the United States supreme court library; three to the library of the
circuit court of appeals of the ninth circuit; two to each United States district
court room within this state; two to each office and branch office of the United
States district attorneys in this state; one to each requesting state official whose
office is created by the Constitution; ((twe)) one each to the ((president-ef-the
senate;)) secretary of the senate((+speakerof-the-house-of-representatives;)) and
the chief clerk of the house of representatives and such additional copies as they
may request fourteen coples to the code revnser, two coples to the state hbrary,

eepies—&e-&hﬂew-hbfaﬁhef—Gef&ege—UfmmMﬂw—eeheeh)) two copies each each
to the law libraries of any accredited law schools ((as-are-hereafter)) established

in this state; one copy to each state adult correctional institution; and one copy
to each state mental institution,
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(2) Copies, for official use only, shall be distributed as follows: Two copies
to the governor; one each to the state historical society and the state bar
association; and one copy to each prosecuting attorney.

Sufficient copies shall be furnished for the use of the supreme court, the
court of appeals, the superior courts, and the state law library as from time to
time are ((needed)) requested. ((Eight—ecopies—shali—be—distributed—to—the

.13”‘ gIF Fjl Uni P £ Washi _thed :
the-University-ef-Washington-sehool-oftaw,—and)) One copy to the University
of Washington library; one copy to the library of each of the regional universities
and to The Evergreen State College; and one copy ((to-the-president-of-the

)) to the Washington State
University library. Six copies shall be sent to the King county law lihrary, and
one copy to each of the county law libraries organized pursuant to law; one copy
to each public library in cities of the first class, and one copy to the municipal
reference branch of the Seattle public library.

(3) Surplus copies of the session laws shall be sold and delivered by the
((statedaw-librarian)) statute law committee, in which case the price of the bound
volumes shall be ((twenty-deHars-eaeh)) sufficient to cover costs. All moneys
received from the sale of such bound volumes of session laws shall be paid into
the state treasury for the general fund.

(4) The ((state-daw-librarian-is—autherized-te)) statute law commitiee may
exchange bound copies of the session laws for similar laws or legal materials of
other states, territories, and governments, and ((te)) make such other and further
distribution of the bound volumes as in ((his)) its judgment seems proper.

Sec. 4. RCW 40.04.090 and 1993 ¢ 169 s | are each amended to read as
follows:

The house and senate journals shall be distributed ((and/ef)) and sold by the
((state-taw-librarian)) chief clerk of the house of representatives and the secretary
of the senate as follows:

(1) Subject to subsection (5) of this section, sets shall be distributed as

follows: ((One-set-te-ench-seeretary-and-assistant-seeretary-of-thesenates—chief

ﬁhey—eeeupﬁhe—eﬁﬁees—aﬂd—pesmem—meahened-)) One to each requestmg

official whose office is created by the Constitution, and one to each requesting
state department director; two copies to the state library; ((three)) ten copies to
the (University-ef-Washington)) state law library; two copies to the University
of Washington library; one to the King county law library; one to the Washing-
ton State University library; one to the library of each of the regional universities

and to The Evergreen State College. ((ene—%e—!he—law—hbmy-ef-—Geﬁage

lew-seheok)) one each to the law ((libraries)) library of any accredited law
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school ((as-hereafter-established)) in this state; and one to each free public library
in the state ((whieh)) that requests it.

(2) House and senate journals of the preceding regular session during an
odd- or even-numbered year, and of any intervening special session, shall be
provided for use af:legislators and legislative staff in such numbers as directed
by the chief clerk of the house of representatives and secretary of the senate.

(3) ((Suffieient-sets-shall-be-retained-for-the-use-ef-the-statetaw-library:))
Surplus sets of the house and senate journals shall be sold and delivered by the
((statedaw-librarian)) chief clerk of the house of representatives and the secretary

of the senate at a price set by ((the-ehief-elerk—of-the-house-of-representatives
and-the-seeretary-of-the-senate)) them after consulting with the state printer to

determine reasonable costs associated with the production of the journals, and the
procecds therefrom shall be paid to the state treasurer for the general fund.

(4) The ((statedaw—tbrarian—is-autherized—-to)) chief clerk of the house of
representatives and the secretary of the senate may exchange copies of the house
and senate journals for similar journals of other states, territories, ((andfer)) and
governments, or for other legal materials, and ((te}) make such other and further
distribution of them as in ((his-er-hes)) their judgment seems proper,

(5) Periodically the ((stete—taw—librarian)) chicf clerk of the house of
representatives and the secretary of the senate may canvas those entitled to
receive copies under this section, and may reduce or eliminate the number of
copies distributed to anyone who so concurs,

Passed the Senate March 1, 1995,

Passed the House April 4, 1995.

Approved by the Governor April 13, 1995,

Filed in Office of Secretary of State April 13, 1995,

CHAPTER 25
[Senate Bill 5083)
VETERANS AFFAIRS ADVISORY COMMITTEE
AN ACT Relating to the veterans affairs advisory committee; and amending RCW 43.60A.080.
Be it enacted by the Legislature of the State of Washington:

Sec. 1, RCW 43.,60A.080 and 1992 ¢ 35 s | are each amended to read as
follows:

(1) There is hereby created a veterans affairs advisory committee which shall
serve in an advisory capacity to the governor and the director of the department
of veterans affairs. The committee shall be composed of seventeen members to
be appointed by the governor, and shall consist of the following:

(a) One representative of the Washington soldiers’ home and colony at
Orting and one representative of the Washington veterans’ home at Retsil. Each
home’s ((residents)) resident council may nominate up to three individuals whose
names are to be forwarded by the director to the governor. In making the
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appointments, the governor shall consider these recommendations or request
additional nominations.

(b) One representative each from the three congressionally chartered or
nationally recognized veterans service organizations as listed in the current
"Directory of Veterans Service Organizations" published by the United States
department of veterans affairs with the largest number of active members in the
state of Washington as determined by the director. The organizations’ state
commanders may each submit a list of three names to be forwarded to the
governor by the director. In making the appointments, the governor shall
consider these recommendations or request additional nominations.

(c) Ten members shall be chosen to represent those congressionally
chartered or_nationally recognized veterans service organizations listed in the
directory under_(b) of this subsection_and having at least one active chapter
within the state of Washington. Up to three nominations may be forwarded from
each organization to the governor by the director. In making the appointments,
the governor shall consider these recommendations or request additional
nominations.

(d) Two members shall be veterans at large. Any individual or organization
may nominate a veteran for an at-large position. Organizational affiliation shall
not be a prerequisite for nomination or appointment. All nominations for the at-
large positions shall be forwarded by the director to the governor.

(e) No organization shall have more than one official representative on the
committee at any one time.

(N In making appointments to the committee, care shall be taken to ensure
that members represent ((the)) all geographical portions of the state and minority
viewpoints, and that the issues and views of concern to women veterans are
represented,

(2) All members shall have terms of four years. In the case of a vacancy,
appointment shall be only for the remainder of the unexpired term for which the
vacancy occurs. No member may serve more than two consecutive terms, with
vacancy appointments to an unexpired term not considered as a term. Members
appointed before June 11, 1992, shall continue to serve until the expiration of
their current terms; and then, subject to the conditions contained in this section,
are eligible for reappointment.

(3) The committee shall adopt an order of business for conducting its
meetings.

{4) The committee shall have the following powers and duties:

(a) To serve in an advisory capacity to the governor and the director on
matters pertaining to the department of veterans affairs;

(b) To acquaint themselves fully with the operations of the department and
recommend such chauges to the governor and the director as they deem
advisable.
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(5) Members of the committee shall receive no compensation for the
performance of their duties but shall receive a per diem allowance and mileage
expense according to the provisions of chapter 43.03 RCW.,

Passed the Senate February 13, 1995.

Passed the House April 4, 1995.

Approved by the Governor April 13, 1995.

Filed in Office of Secretary of State April 13, 1995,

CHAPTER 26
[Substitute Senate Bill 5222}
L.LOG TRUCK LENGTH

AN ACT Relating to log trucks and pole trailers; amending RCW 46.44.030; providing an
effective date; and declaring an emergency.

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

Sec. 1. RCW 46.44.030 and 1994 c 59 s 2 are each amended to read as
follows:

It is unlawful for any person to operate upon the public highways of this
state any vehicle having an overall length, with or without load, in excess of
forty feet. This restriction does not apply to (1) a municipal transit vehicle, (2)
auto stage, private carrier bus or school bus with an overall length not to exceed
forty-six feet, or (3) an articulated auto stage with an overall length not to exceed
sixty-one feet.

((MMWWPM&M%WHHW&W
ewitheutdead:))

It is unlawful for any person to operate upon the public highways of this
state any combination consisting of a tractor and semitrailer that has a semitrailer
length in excess of fifty-three feet or a combination consisting of a tractor and
two trailers in which the combined length of the trailers exceeds sixty-one feet,
with or without load.

It is unlawful for any person to operate on the highways of this state any
combination consisting of a truck and trailer, or log truck and stinger-steered
pole trailer, with an overall length, with or without load, in excess of seventy-
five feet. However, a combination of vehicles transporting automobiles or boats
may have a front overhang of three feet and a rear overhang of four feet beyond
this allowed length. “Stinger-steered,” as used in this section, means the
coupling device is located_behind the tread of the tires of the last axle of the
towing vehicle.

These length limitations do not apply to vehicles transporting poles, pipe,
machinery, or other objects of a structural nature that cannot be dismembered
and operated by a public utility when required for emergency repair of public
service facilities or properties, but in respect to night transportation every such
vehicle and load thereon shall be equipped with a sufficient number of clearance
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lamps on both sides and marker lamps upon the extreme ends of any projecting
load to clearly mark the dimensions of the load.

The length limitations described in this section are exclusive of safety and
energy conservation devices, such as mud flaps and splash and spray suppressant
devices, refrigeration units or air compressors, and other devices that the
department determines to be necessary for safe and efficient operation of
commercial vehicles. No device excluded under this paragraph from the
limitations of this section may have, by its design or use, the capability to carry
cargo.

NEW SECTION. Sec. 2, This act is nccessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and shall take effect June 1, 1995.

Passed the Senate March 3, 1995,

Passed the House April 4, 1995.

Approved by the Govcrnor April 13, 1995.

Filed in Office of Secretary of State April 13, 1995,

CHAPTER 27
|Senate Bill 5266)
COURT REPORTERS—REVISED LICENSING PROVISIONS

AN ACT Relating to court reporting; amending RCW 18.145.005, 18.145.010, 18.145.020,
18.145.030, 18.145.040, 18.145.050, 18.145.070, 18.145.080, 18.145.090, 18.145.110, 18,145.1720,
18.145.130, and 18.145.900; and repealing RCW 18.145.060.

Be it enacted by the Legis'iture of the State of Washington:.

Sec. I. RCW 18.145.005 and 1989 ¢ 382 s | are each amended to read as
follows:

The legislature finds it necessary to regulate the practice of ((sherthand
seperting—er)) court reporting at the level of certification to protect the public
safety and well-being. The legislature intends that only individuals who meet
and maintain minimum standards of competence may represent themselves as
((sherthand-ef)) court reporters.

*Sec, 2, RCW 18.145.010 and 1989 ¢ 382 s 2 are each amended to read
as follows:

(1) No person may practice or represent himself or herself as a ((short-
hand-reporter—or-a)) court reporter without first obtaining a certificate as
required by this chapter.

(2) A person represents himself or herself to be a ((shorthand-reporteror))
court reporter when the person adopts or uses any title or description of
services that incorporates one or more of the following terms: ''Shorthand
reporter,” "court reporter,’ "certified shorthand reporter,” ((e#)) '"certified

court reporter,' or 'certified stenomask reporter,'
*Sec. 2 was vetoed. See message at end of chapter.
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Sec. 3. RCW 18.145.020 and 1989 ¢ 382 s 3 are each amended to read as
follows:

The "practice of ((sherthand—teperting—er)) court reporting" means the
making by means of written symbols or abbreviations in shorthand or machine
writing or oral recording by a stenomask reporter of a verbatim record of any
oral court proceeding, deposition, or proceeding before a jury, referee, court
commissioner, special master, governmental entity, or administrative agency and
the producing of a transcript from the proceeding.

Sec. 4. RCW 18.145.030 and 1989 c 382 s 4 are each amended to read as
follows:

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

(1) "Department” means the department of licensing,

(2) "Director” means the director of licensing,.

(3) ((“Sherthand—reperter—and)) "Court reporter” means an individual

certified under this chapter,

((t4—Beard"—means—the—Washington—staie—shorthand—reporter—advisory
besrd:))

Sec. 5. RCW 18.145.040 and 1989 ¢ 382 s 5 are each amended to read as
follows:

Nothing in this chapter prohibits or restricts;

. (1) The practice of ((a-prefessien)) court reporting by individuals who are
licensed, certified, or registered as court reporters under other laws of this state
and who are performing services within their authorized scope of practice;

(2) The practice of ((shetthard)) court reporting by an individual employed
by the government of the United States while the individual is performing duties
prescribed by the laws and regulations of the United States; or

(3) ((#he—pfaeﬁee—ef—eewHepeﬂmg—eHse—ef—&e—aﬂe—eefﬁﬁed—eeuﬂ
Neﬁnﬂg—;ﬂ-ﬂm—ehﬁp{er—sheﬂ—be—eenﬂmeé—*e—pmlhbﬁ)) Thc mtroducuon of

alternate technology in court reporting practice.

Sec. 6. RCW 18.145.050 and 1989 c 382 s 6 are each amended to read as
follows:

In addition to any other authority provided by law, the director may:

(1) Adopt rules in accordance with chapter 34.05 RCW that are necessary
to implement this chapter;

(2) Set all ((eertifiention-examination;)) renewal, late renewal, duplicate, and
verification fees in accordance with RCW 43.24.086;

(3) Establish the forms and procedures necessary to administer this chapter;

(4) Issue a certificate to any applicant who has met the requitements for
certification;

(5) Hire clerical, administrative, and investigative staff as needed to
implement and administer this chapter;
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(6) Investigate complaints or reports of unprofessional conduct as defined
in this chapter and hold hearings ((pursuant-te)) under chapter 34.05 RCW,;

(7) Issue subpoenas for records and attendance of witnesses, statements of
charges, statements of intent to deny certificates, and orders; administer oaths;
take or cause depositions to be taken; and use other discovery procedures as
needed in any investigation, hearing, or proceeding held under this chapter;

(8) Maintain the official departmental record of all applicants and certificate
holders;

(9) Delegate, in writing to a designee, the authority to issue subpoenas,
statements of charges, and statements of intent to deny certification;

(10) ((Prepare-and-administeror)) Approve the preparation and administra-
tion of examinations for certification;

(11) Establish by rule the procedures for an appeal of a failure of an
exainination;

(12) Conduct a hearing under chapter 34.05 RCW on an appeal of a denial
of a certificate based on the applicant’s failure to meet minimum qualifications
for certification;

(13) Set the criteria for meeting the standard required for certification;

(14) Establish advisory committees whose membership shall include
representatives of professional court reporting and stenomasking associations and
representatives from accredited schools offering degrees in_court reporting or
stenomasking to advise the director on testing procedures, professional standards,
disciplinary activities, or any other matters deemed necessary,

Sec. 7. RCW 18.145.070 and 1989 ¢ 382 s 8 are each amended to read as
follows:

The director((-~rembers-of-the-beard;)) and individuals acting on ((their))
the director’s behalf shall not be civilly liable for any act performed in good faith
in the course of their duties.

Sec. 8, RCW 18.145.080 and 1989 ¢ 382 s 9 are each amended to read as
follows:

((65)) The department shall issue a certificate to any applicant who((as

determined-by-the-direetorupon-advice-ef-the-boardhas:
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eeﬂﬂmaee—eq—eut-heﬂ-zed—by—RGW—Z—BH%)) meets the standards estabhshed

under this chapter and who:

(D) Is holding one of the following:

(a) Certificate of proficiency, registered professional reporter, registered
merit_reporter, or registered diplomate reporter from national court reporters

association;
(b) Certificate of proficiency or certificate of merit from national stenomask

verbatim reporters association; or

(c) A current Washington state court reporter certification; or

(2) Has passed an examination approved by the director or an examination
that meets or exceeds the standards established by the director.

Sec. 9. RCW 18.145.090 and 1989 ¢ 382 s 10 are each amended to read as
follows:

Applications for certification shall be submitted on forms provided by the
department. The department may require information and documentation to
determine whether the applicant meets the ((eriteria)) standard for certification
as provided in this chapter. Each applicant shall pay a fee determined by the
director as provided in RCW 43.24.086 which shall accompany the application.

Sec. 10. RCW 18.145.110 and 1989 c 382 s 12 are each amended to read
as follows:

Persons with two or more years’ experience in ((sherthand)) stenomask
reporting in Washington state as of ((Septerber1:--1989)) January 1, 1996, shall
be granted a ((sherthand-reperters)) court reporter certificate without examina-
tion, if application is made ((within-ene-year—of-SeptemberH1989—Sherthand

before January |, 1996.

Sce. 11, RCW 18,145,120 and 1989 ¢ 382 s 13 are each amended to read
as follows:

(1) Upon receipt of complaints against court reporters, the director shall
investigate and evaluate the complaint to determine if disciplinary action is

appropriate. The director shall hold disciplinary hearings pursuant to cbapter
34.05 RCW.
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(2) After a hearing conducted under chapter 34.05 RCW and upon a finding
that a certificate holder or applicant has committed unprofessional conduct or is
unable to practice with reasonable skill and safety due to a physical or mental
condition, the director may issue an order providing for one or any combination
of the following:

(D)) (a) Revocation of the certification;

((€2))) (b) Suspension of the certificate for a fixed or indefinite term;

((63))) (c) Restriction or limitation of the practice;

(&) (d) Requiring the satisfactory completion of a specific program or
remedial education;

((683)) (e) The monitoring of the practice by a supervisor approved by the
director;

((¢6))) (f) Censure or reprimand;

(1)) (g) Compliance with conditions ((ef)) of probation for a designated
period of time;

((€8))) (h) Denial of the certification request;

() (i) Corrective action;

((683)) () Refund of fees billed to or collected from the consuimner.

Any of the actions under this section may be totally or partly stayed by the
director. In determining what action is appropriate, the director shall consider
sanctions necessary to protect the public, after which the director may consider
and include in the order requirements designed to rehabilitate the certificate
holder or applicant. All costs associated with compliance to orders issued under
this section are the obligation of the certificate holder or applicant,

Sec. 12. RCW 18.145.130 and 1989 c 382 s 14 are each amended to read
as follows: ‘

The following conduct, acts, or conditions constitute unprofessional conduct
for any certificate holder or applicant under the jurisdiction of this chapter:

(1) The commission of any act involving moral turpitude, dishonesty, or
corruption relating to the practice of ((sherthand)) court reporting, whether or not
the act constitutes a crime. If the act constitutes a crime, conviction in a
criminal proceeding is not a condition precedent to disciplinary action;

(2) Misrepresentation or concealment of a material fact in obtaining or in
seeking reinstatement of a certificate;

(3) Advertising in a false, fraudulent, or misleading manner;

(4) Incompetence or negligence;

(5) Suspension, revocation, or restriction of the individual's certificate,
registration, or license to practice ((sherthand)) court reporting by a regulatory
authority in any state, federal, or foreign jurisdiction;

(6) Violation of any state or federal statute or administrative rule regulating
the profession;

(7) Failure to cooperate in an inquiry, investigation, or disciplinary action
by:

(a) Not furnishing papers or documents;
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(b) Not furnishing in writing a full and complete explanation of the matter
contained in the complaint filed with the director;

(c) Not responding to subpoenas issued by the director, regardless of
whether the recipient of the subpoena is the accused in the proceeding;

(8) Failure to comply with an order issued by the director or an assurance
of discontinuance entered into with the director;

(9) Misrepresentation or fraud in any aspect of the conduct of the business
or profession;

(10) Conviction of any gross misdemeanor or felony relating to the practice
of the profession. For the purpose of this subsection, conviction includes all
instances in which a plea of guilty or nolo contendere is the basis for conviction
and all proceedings in which the sentence has been deferred or suspended.
Nothing in this section abrogates rights guaranteed under chapter 9.96A RCW.

Sec. 13. RCW 18.145.900 and 1989 c 382 s 15 are each amended to read
as follows:

This chapter may be known and cited as the ((sherthand)) court reporting
practice act.

NEW SECTION. Sec. 14. RCW 18.145.060 and 1989 ¢ 382 s 7 are each
repealed.

Passed the Senate February 13, 1995.

Passed the House April 4, 1995,

Approved by the Governor April 13, 1995, with the exception of certain
items which were vetoed.

Filed in Office of Secretary of State April 13, 1995.

Note: Govemnor's explanation of partial veto is as follows:

"I am returning herewith, without my approval as to section 2, Senate Bill No. 5266
entitled:

"AN ACT Relating to court reporting;”

Section 2 of Senate Bill No. 5266 amends RCW 18.145.010 by stipulating that no
person may practice court reporting without first obtaining a certificate from the
Department of Licensing. This amendment cffectively clevates the regulation of this
profession from certification to licensure in that it prevents non-certified individuals from
performing court reporting functions in any capacity. This change is inconsistent with
the intent of RCW 18,145 to regulate the profession at the leve! of certification. The law
will continue to require individuals to meet and maintain minimum standards of
competency in order to represent themselves as court reporters.

For the rcasons stated above, I have vctoed section 2 of Senate Bill No. 5266,
With the exception of section 2, Senate Bill No. 5266 is approved.”
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CHAPTER 28
[Senate Bill 5274)
MUNICIPAL RESEARCH COUNCIL—FUNDING

AN ACT Relating to distribution of moneys to the municipal research council; and reenacting
RCW 82.44.160.

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

Sec. I. RCW 82.44.160 and 1990 ¢ 104 s 3 and 1990 ¢ 42 s 310 are each
reenacted to read as follows:

Before distributing moneys to the cities and towns from the general fund,
as provided in RCW 82.44.155, and from the municipal sales and use tax
equalization account, as provided in RCW 82,14.210, the state treasurer shall, on
the first day of July of each year, make an annual deduction therefrom of a sum
equal to one-half of the biennial appropriation made pursuant to this section,
which amount shall be at least seven cents per capita of the population of all
cities or towns as legally certified on that date, determined as provided in RCW
82.44.150, which sum shall be apportioned and transmitted to the municipal
research council, herein created. Sixty-five percent of the annual deduction shall
be from the distribution to cities and towns under RCW 82.44.155, and thirty-
five percent of the annual deduction shall be from the distribution to the munici-
pal sales and use tax equalization account under RCW 82.14,210. The municipal
research council may contract with and allocate moneys to any state agency,
educational institution, or private consulting firm, which in its judgment is
qualified to carry on a municipal research and service program. Moneys may be
utilized to match federal funds available for technical research and service
programs to cities and towns. Moneys allocated shall be used for studies and
research in municipal government, publications, educational, conferences, and
attendance thereat, and in furnishing technical, consultative, and field services to
cities and towns in problems relating to planning, public health, municipal
sanitation, fire protection, law enforcement, postwar improvements, and public
works, and in all matters relating to city and town government, The programs
shall be carried on and all expenditures shall be made in cooperation with the
cities and towns of the state acting through the Association of Washington Cities
by its board of directors which is hereby recognized as their official agency or
instrumentality.

Funds appropriated to the municipal research council shall be kept in the
treasury in the general fund, and shall be disbursed by warrant or check to
contracting parties on invoices or vouchers certified by the chair of the municipal
research council or his or her designee. Payments to public agencies may be
made in advance of actual work contracted for, in the discretion of the council.

Sixty-five percent of any moneys remaining unexpended or uncontracted for
by the municipal research council at the end of any fiscal biennium shall be
returned to the general fund and be paid to cities and towns under RCW
82.44.155. The remaining thirty-five percent shall be deposited into the
municipal sales and use tax equalization account.
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Passed the Senate March 7, 1995.

Passed the House April 4, 1995,

Approved by the Governor April 13, 1995,

Filed in Office of Secretary of State April 13, 1995.

CHAPTER 29
[Senate Bill 5330]
STATE PATROL—RELEASE OF BACKGROUND INFORMATION

AN ACT Relating to the release of background information by the state patrol; and amending
RCW 43.43.838.

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

Sec. 1. RCW 43.43.838 and 1992 ¢ 159 s 7 are each amended to read as
follows:

(1) After January 1, 1988, and notwithstanding any provision of RCW
43.43.700 through 43.43.810 to the contrary, the state patrol shall furnish a
transcript of the conviction record, disciplinary board final decision and any
subsequent criminal charges associated with the conduct that is the subject of the
disciplinary board final decision, or civil adjudication record pertaining to any
person for whom the state patrol or the federal bureau of investigation has a
record upon the written request of:

(a) The subject of the inquiry;

(b) Any business or organization for the purpose of conducting evaluations
under RCW 43.43,832;

(c) The department of social and health services;

(d) Any law enforcement agency, prosecuting authority, or the office of the
attorney general; or

" (e) The department of social and health services for the purpose of meeting
responsibilities set forth in chapter 74.15, 18.51, 18.20, or 72.23 RCW, or any
later-enacted statute which purpose is to regulate or license a facility which
handles vulnerable adults. However, access to conviction records pursuant to this
subsection (1)(e) does not limit or restrict the ability of the department to obtain
additional information regarding conviction records and pending charges as set
forth in RCW 74,15.030(2)(b).

After processing the request, if the conviction record, disciplinary board final
decision and any subsequent criminal charges associated with the conduct that
is the subject of the disciplinary board final decision, or adjudication record
shows no evidence of a crime against children or other persons or, in the case
of vulnerable adults, no evidence of crimes relating to financial exploitation in
which the victim was a vulnerable adult, an identification declaring the showing
of no evidence shall be issued to the ((applieant)) business or organization by the
state patrol and shall be issued within fourteen working days of the request. The
business or organization shall provide a copy of the identification declaring the
showing of no evidence to the applicant. Possession of such identification shall
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satisfy future record check requirements for the applicant for a two-year period
unless the prospective employee is any current school district employee who has
applied for a position in another school district.

(2) The state patrol shall by rule establish fees for disseminating records
under this section to recipients identified in subsection (1) (a) and (b) of this
section. The state patrol shall also by rule establish fees for disseminating
records in the custody of the national crime information center. The revenue
from the fees shall cover, as nearly as practicable, the direct and indirect costs
to the state patrol of disseminating the records: PROVIDED, That no fee shall
be charged to a nonprofit organization for the records check: PROVIDED
FURTHER, That in the case of record checks using fingerprints requested by
school districts and educational service districts, the state patrol shall charge only
for the incremental costs associated with checking fingerprints in addition to
name and date of birth. Record checks requested by school districts and
educational service districts using only name and date of birth shall continue to
be provided free of charge.

(3) No employee of the state, employee of a business or organization, or the
business or organization is liable for defamation, invasion of privacy, negligence,
or any other claim in connection with any lawful dissemination of information
under RCW 43.43.830 through 43.43.840 or 43.43.760.

(4) Before July 26, 1987, the state patrol shall adopt rules and forms to
implement this section and to provide for security and privacy of information
disseminated under this section, giving first priority to the criminal justice
requirements of this chapter. The rules may include requirements for users,
audits of users, and other procedures to prevent use of civil adjudication record
information or criminal history record information inconsistent with this chapter.

(5) Nothing in RCW 43.43.830 through 43.43.840 shall authorize an
employer to make an inquiry not specifically authorized by this chapter, or be
construed to affect the policy of the state declared in chapter 9.96A RCW,

Passed the Senate March 7, 1995.

Passed the House April 4, 1995,

Approved by the Governor April 13, 1995.

Filed in Office of Secretary of State April 13, 1993.

CHAPTER 30
|Substitute Senate Bill 5370]
LOCAL GOVERNMENT CREDIT CARD USE

AN ACT Relating to the use of credit cards by local govemnments; amending RCW 42.24.115;
adding a new section to chapter 39.58 RCW; and creating a new section.

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

NEW SECTION. Sec. 1. The legislature finds that (1) the use of credit
cards is a customary and economical business practice to improve cash
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management, reduce costs, and increase efficiency; and (2) local governments
should consider and use credit cards when appropriate.

NEW SECTION. Sec. 2, A new section is added to chapter 39.58 RCW
to read as follows:

(1) Local governments, including counties, cities, towns, special purpose
districts, municipal and quasi-municipal corporations, and political subdivisions,
are authorized to use credit cards for official government purchases and
acquisitions,

(2) A local government may contract for issuance of the credit cards.

(3) The legislative body shall adopt a system for:

(a) The distribution of the credit cards;

(b) The authorization and control of the use of credit card funds;

(c) The credit limits available on the credit cards;

(d) Payment of the bills; and

(e) Any other rule necessary to implement or administer the system under
this section.

(4) As used in this section, "credit card" means a card or device issued
under an arrangement pursuant to which the issuer gives to a card holder the
privilege of obtaining credit from the issuer.

(5) Any credit card system adopted under this section is subject to
examination by the state auditor's office pursuant to chapter 43.09 RCW,

(6) Cash advances on credit cards are prohibited.

Sec. 3. RCW 42.24.115 and 1984 ¢ 203 s 5 are each amended to read as
follows:

(1) Any municipal corporation or political subdivision may provide for the
issuance of charge cards to officers and employees for the ((sele)) purpose of
covering expenses incident to authorized travel,

(2) If a charge card is issued for the purpose of covering expenses relating
to authorized travel, upon billing or no later than ((ten)) thirty days of the billing
date, the officer or employee using a charge card issued under this section shall
submit a fully itemized travel expense voucher. Any charges against the charge
card not properly identified on the travel expense voucher or not allowed
following the audit required under RCW 42,24.080 shall be paid by the official
or employee by check, United States currency, or salary deduction.

(3) If, for any reason, disallowed charges are not repaid before the charge
card billing is due and payable, the municipal corporation or political subdivision
shall have a prior lien against and a right to withhold any and all funds payable
or to become payable to the official or employee up to an amount of the
disallowed charges and interest at the same rate as charged by the company
which issued the charge card. Any official or employee who has been issued a
charge card by a municipal corporation or political subdivision shall not use the
card if any disallowed charges are outstanding and shall surrender the card upon
demand of the auditing officer. The municipal corporation or political
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subdivision shall have unlimited authority to revoke use of any charge card
issued under this section, and, upon such revocation order being delivered to the
charge card company, shall not be liable for any costs.

Passed the Senate March 8, 1995.

Passed the House April 4, 1995.

Approved by the Governor April 13, 1995.

Filed in Office of Secretary of State April 13, 1995.

CHAPTER 31
[Senate Bill 5668)
WORKERS' COMPENSATION SELF-INSURERS--SURETIES

AN ACT Relating to sureties for industrial insurance self-insurers; and amending RCW
51.14.020.

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

Sec. 1. RCW 51.14.020 and 1990 ¢ 209 s | are each amended to read as
follows:

(1) An employer may qualify as a self-insurer by establishing to the
director’s satisfaction that he or she has sufficient financial ability to make
certain the prompt payment of all compensation under this title and all
assessments which may become due from such employer. Each application for
certification as a self-insurer submitted by an employer shall be accompanied by
payment of a fee of one hundred fifty dollars or such larger sum as the director
shall find necessary for the administrative costs of evalvation of the applicant’s
qualifications, Any employer who has formerly been certified as a self-insurer
and thereafter ceases to be so certified may not apply for certification within
three years of ceasing to have been so certified.

(2)(a) A self-insurer may be required by the director to supplement existing
financial ability by depositing in an escrow account in a depository designated
by the director, money and/or corporate or governmental securities approved by
the director, or a surety bond written by any company admitted to transact surety
business in this state, or provide an irrevocable letter of credit issued by a
federally or state chartered commercial banking institution authorized to conduct
business in the state of Washington filed with the department. The money,
securities, bond, or letter of credit shall be in an amount reasonably sufficient in
the director's discretion to insure payment of reasonably foreseeable compensa-
tion and assessments but not less than the employer’s normal expected annual
claim liabilities and in no event less than one hundred thousand dollars. In
arriving at the amount of money, securities, bond, or letter of credit required
under this subsection, the director shall take into consideration the financial
ability of the employer to pay compensation and assessments and his or her
probable continuity of operation. However, a letter of credit shall be acceptable
only if the self-insurer has a net worth of not less than five hundred million
dollars as evidenced in an annual financial statement prepared by a qualified,
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independent auditor using generally accepted accounting principles. The money,
securities, bond, or letter of credit so deposited shall be held by the director ((te
seeure)) solely for the payment of compensation by the self-insurer and ((te
seeure—payment-of)) his or her assessments. In_the event of default the self-
insurer loses all right and title to, any interest in, and any right to control the
surety. The amount of ((seeurity)) surety may be increased or decreased from
time to time by the director. The income from any securities deposited may be
distributed currently to the self-insurer.

(b) The letter of credit option authorized in (a) of this subsection shall not
apply to self-insurers authorized under RCW 51.14.150 or to self-insurers who
are counties, cities, or municipal corporations.

(3) Securities or money deposited by an employer pursuant to subsection (2)
of this section shall be returned to him or her upon his or her written request
provided the employer files the bond required by such subsection.

(4) If the employer secking to qualify as a self-insurer has previously
insured with the state fund, the director shall require the employer to make up
his or her proper share of any deficit or insufficiency in the state fund as a
condition to certification as a self-insurer.

(5) A self-insurer may reinsure a portion of his or her liability under this
title with any reinsurer authorized to transact such reinsurance in this state:
PROVIDED, That the reinsurer may not participate in the administration of the
responsibilities of the self-insurer under this title, Such reinsurance may not
exceed eighty percent of the liabilities under this title.

(6) For purposes of the application of this section, the department may adopt
separate rules establishing the security requirements applicable to units of local
government. In setting such requirements, the department shall take into
consideration the ability of the governmental unit to meet its self-insured
obligations, such as but not limited to source of funds, permanency, and right of
default.

(7) The director shall adopt rules to carry out the purposes of this section
including, but not limited to, rules respecting the terms and conditions of letters
of credit and the establishment of the appropriate level of net worth of the self-
insurer to qualify for use of the letter of credit. Only letters of credit issued in
strict compliance with the rules shall be deemed acceptable.

Passed the Senate March 15, 1995.

Passed the House April 4, 1995.

Approved by the Governor April 13, 1995,

Filed in Office of Secretary of State April 13, 1995.
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CHAPTER 32
[Substitute Senate Bill 5957]
PLATS AND SUBDIVISIONS—AMENDMENTS

AN ACT Relating to plat and subdivision amendments; amending RCW 58.17.020 and
58.17.110; and adding a new section to chapter 58.17 RCW.

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

NEW SECTION. Sec. 1. A new section is added to chapter 58.17 RCW
to read as follows:

The granting of an easement for ingress and egress or utilities over public
property that is held as open space pursuant to a subdivision or plat, where the
open space is already used as a utility right of way or corridor, where other
access is not feasible, and where the granting of the casement will not impair
public access or authorize construction of physical barriers of any type, may be
authorized and exempted from the requirements of RCW 58.17.215 by the
county, city, or town legislative authority following a public hearing with notice
to the property owners in the affected plat.

Sec. 2. RCW 58.17.020 and 1983 ¢ 121 s 1 are each amended to read as
follows:

As used in this chapter, unless the context or subject matter clearly requires
otherwise, the words or phrases defined in this section shall have the indicated
meanings,

(1) "Subdivision" is the division or redivision of land into five or more lots,
tracts, parcels, sites or divisions for the purpose of sale, lease, or transfer of
ownership, except as provided in subsection (6) of this section.

(2) "Plat” is a map or representation of a subdivision, showing thereon the
division of a tract or parcel of land into lots, blocks, streets and alleys or other
divisions and dedications.

(3) "Dedication" is the deliberate appropriation of land by an owner for any
general and public uses, reserving to himself no other rights than such as are
compatible with the full exercise and enjoyment of the public uses to which the
property has been devoted. The intention to dedicate shall be evidenced by the
owner by the presentment for filing of a final plat or short plat showing the
dedication thereon; and, the acceptance by the public shall be evidenced by the
approval of such plat for filing by the appropriate governmental unit,

A dedication of an area of less than two acres for use as a public park may
include a designation of a name for the park, in_honor of a deceased individual
of pood character.

(4) "Preliminary plat" is a neat and approximate drawing of a proposed
subdivision showing the general layout of streets and alleys, lots, blocks, and
other elements of a subdivision consistent with the requirements of this chapter,
The preliminary plat shall be the basis for the approval or disapproval of the
general layout of a subdivision.
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(5) "Final plat” is the final drawing of the subdivision and dedication
prepared for filing for record with the county auditor and containing all elements
and requirements set forth in this chapter and in local regulations adopted under
this chapter.

(6) "Short subdivision" is the division or redivision of land into four or
fewer lots, tracts, parcels, sites or divisions for the purpose of sale, lease, or
transfer of ownership: PROVIDED, That the legislative authority of any city or
town may by local ordinance increase the number of lots, tracts, or parcels to be
regulated as short subdivisions to a maximum of nine.

(7) "Binding site plan" means a drawing to a scale specified by local
ordinance which: (a) Identifies and shows the areas and locations of all streets,
roads, improvements, utilities, open spaces, and any other matters specified by
local regulations; (b) contains inscriptions or attachments setting forth such
appropriate limitations and conditions for the use of the land as are established
by the local government body having authority to approve the site plan; and (c)
contains provisions making any development be in conformity with the site plan.

(8) "Short plat” is the map or representation of a short subdivision.

(9) "Lot" is a fractional part of divided lands having fixed boundaries, being
of sufficient area and dimension to meet minimum zoning requirements for width
and area. The term shall include tracts or parcels.

(10) "Block" is a group of lots, tracts, or parcels within well defined and
fixed boundaries.

(11) "County treasurer” shall be as defined in chapter 36.29 RCW or the
office or person assigned such duties under a county charter,

(12) "County auditor" shall be as defined in chapter 36.22 RCW or the
office or person assigned such duties under a county charter,

(13) "County road engineer" shall be as defined in chapter 36.40 RCW or
the office or person assigned such duties under a county charter.

(14) "Planning commission" means that body as defined in chapters 36.70,
35.63, or 35A.63 RCW as designated by the legislative body to perform a
planning function or that body assigned such duties and responsibilities under a
city or county charter,

(15) "County commissioner" shall be as defined in chapter 36.32 RCW or
the body assigned such duties under a county charter.

Sec. 3. RCW 58.17.110 and 1990 1st ex.s. ¢ 17 s 52 are each amended to
read as follows:

(1) The city, town, or county legislative body shall inquire into the public
use and interest proposed to be served by the establishment of the subdivision
and dedication. It shall determine: (a) If appropriate provisions are made for,
but not limited to, the public health, safety, and general welfare, for open spaces,
drainage ways, streets or roads, alleys, other public ways, transit stops, potable
water supplies, sanitary wastes, parks and recreation, playgrounds, schools and
schoolgrounds, and shall consider all other relevant facts, including sidewalks
and other planning features that assure safe walking conditions for students who
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only walk to and from school; and (b) whether the public interest will be served
by the subdivision and dedication.

(2) A proposed subdivision and dedication shall not be approved unless the
city, town, or county legislative body makes written findings that: (a) Appropri-
ate provisions are made for the public health, safety, and general welfare and for
such open spaces, drainage ways, streets or roads, alleys, other public ways,
transit stops, potable water supplies, sanitary wastes, parks and recreation,
playgrounds, schools and schoolgrounds and all other relevant facts, including
sidewalks and other planning features that assure safe walking conditions for
students who only walk to and from school; and (b) the public use and interest
will be served by the platting of such subdivision and dedication. If it finds that
the proposed subdivision and dedication make such appropriate provisions and
that the public use and interest will be served, then the legislative body shall
approve the proposcd subdivision and dedication. Dedication of land to any
public body, provision of public improvements to serve the subdivision, and/or
impact fees imposed under RCW 82.02.050 through 82.02.090 may be required
as a condition of subdivision approval. Dedications shall be clearly shown on
the final plat. No dedication, provision of public improvements, or impact fces
imposed under RCW 82.02.050 through 82.02.090 shall be allowed that
constitutes an unconstitutional taking of private property. The legislative body
shall not as a condition to the approval of any subdivision require a release from
damages to be procured from other property owners.

(3) If the preliminary plat includes a dedication of a public park with an area
of less than two acres and the donor has designated that the park be named in
honor of a_deceased_individual of good character, the city, town, or gounty
legislative body must adopt the designated name.

Passed the Senate March 7, 1995.

Passed the House April 4, 1995.

Approved by the Governor April 13, 1995.

Filed in Office of Secretary of State April 13, 1995.

CHAPTER 33
[Substitute Senate Bill 5400]
VICTIMS OF CRIMES—COMPENSATION

AN ACT Relating to compensation for victims of crimes; and amending RCW 7.68.120,
7.68.125, 7.68.130, 9.94A.142, 13.40.190, and 9.95.210.

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

Sec. L. RCW 7.68.120 and 1973 Ist ex.s. ¢ 122 s 12 are each amended to
read as follows:

Any person who has committed a criminal act which resulted in injury
compensated under this chapter may be required to make reimbursement to the
department as ((hereinafter)) provided in this scction,
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(1) Any payment of benefits to or on behalf of a victim under this chapter
creates a debt due and owing to the department by any person found to have
committed ((steh)) the criminal act in either a civil or criminal court proceeding
in which he or she is a party((-—PROVIDEDThat-where)). If there has been
a superior or district court order, or an order of the indeterminate sentence
review board ((ef-prisen—terns-and-pareles)) or the department of social and
health services, as ((hereinafter)) provided in subsection (4) of this section, the
debt shall be limited to the amount provided for in ((said)) the order. A court
order shall prevail over any other order. If; in a criminal proceeding, a person
has been found to have committed the criminal act that results in the payment
of benefits to a victim and the court in the criminal proceeding does not enter a
restitution order, the department shall, within one year of imposition of the
sentence, petition the court for entry of a restitution order.

(2)(a) The department may issue a notice of debt due and owing to the
person found to have committed the criminal act, and shall serve the notice on
the person in the manner prescribed for the service of a summons in a civil
action or b __certified mail. The de_artment shall file the notice of debt due and
owing along with proof of service with the superior court of the county where
the criminal act took place. The person served the notice shall have thirty days
from the date of service to respond to the notice by requesting a hearing in
superior court.

(b) If a person served a notice of debt due and owing fails to respond within
thirty days, the department may seek a default judgment. Upon entry of a
judgment in an action brought pursuant to (a) of this subsection, the clerk shall
enter the order in the execution docket. The filing fee shall be added to the
amount of the debt indicated in the judgment. The judgment shall become a lien
upon all real and personal property of the person named in the judgment as in
other civil cases. The judgment shall be subject to_execution, garnishment, or
other procedures for collection of a judgment.

(3)(a) The director, or the director's designee, may issue to any person or
organization an order to withhold and deliver property of any kind if there is
reason to believe that the person or organization possesses property that is due,
owing, or belonging to any person against whom a judgment for a debt due and
owing has been entered under subsection (2) of this section, For purposes of this
subsection, "person or organization" includes any individual, firm, association,
corporation, political subdivision of the state, or agency of the state.

(b) The order to withhold and deliver must be served in the manner
prescribed for the service of a summons in a civil action or by certified mail,
return receipt requested. Any person or organization upon whom service has
been made shall answer the order within_twenty days exclusive of the day of
service, under oath and in writing, and shall make true answers to the matters
inquired of therein.

(c) If there is in the possession of the person or organization served with the
order any property that might be subject to the claim of the department, the
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person or organization must immediately withhold such property and deliver the
property to the director or the director’s authorized representative immediately
upon demand.

(d) If the person or organization served the order fails to timely answer the
order, the court may render judgment by default against the person or organiza-
tion for the full amount claimed by the director in _the order plus costs.

(e) If an order to withhold and deliver is served upon an employer and the
property found to be subject to the notice is wages, the employer may assert in
the answer all exemptions (o which the wage earner might be entitled as
provided by RCW 6.27.150.

(4) Upon being placed on work release pursuant to chapter 72.65 RCW, or
upon release from custody of a state correctional facility on parole, any convicted
person who owes a debt to the department as a consequence of a criminal act
may have the schedule or amount of payments therefor set as a condition of
work release or parole by the department of social and health services or
indeterminate sentence review board ((efprisen-terms-and-pareles)) respectively,
subject to modification based on change of circumstances. Such action shall be
binding on the department.

((63))) (5) Any requirement for payment due and owing the department by
a convicted person under this chapter may be waived, modified downward or
otherwise adjusted by the department in the interest of justice, the well-being of
the victim, and the rehabilitation of the individual.

(6) The department shall not seek payment for a debt due and owing if such
action would deprive the victim of the crime giving rise to the claim under this
chapter of the benefit of any property to which the victim would be entitled
under RCW 26.16.030.

Sec. 2. RCW 7.68.125 and 1975 Ist ex.s. ¢ 176 s 8 are each amended to
read as follows:

(1) Whenever any payment under this chapter is made because of clerical
error, mistake of identity, innocent misrepresentation by or on bebalf of the
recipient thereof mistakenly acted upon, or any other circumstance of a similar
nature, all not induced by fraud, the recipient thereof shall repay it and
recoupment may be made from any future payments due to the recipient under
this chapter((:-—RROVIDEB;-Thst)). The department must make claim for such
repayment or recoupment within one year of thc making of any such payment
or it will be deemed that any claim therefor has been waived((-—RROVIDED
FURFHER:-Fhat)). _The department may exercise its discretion to waive, in
whole or in part, the amount of any such timely claim.

(2) Whenever any payinent under this chapter has been made pursuant (o an
adjudication by the department, board, or any court and timely appeal therefrom
has been made and the final decision is that any such payment was made
pursuant to an erroneous adjudication, the recipient thereof shall repay it and
rccoupment may be made from any future payments due to the recipient under
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this chapter((-—PROVIBED;-That)). The department may exercise its discretion
to waive, in whole or in part, the amount thereof.

(3) Whenever any payment under this chapter has been induced by fraud the
recipient thereof shall repay any such payment together with a penalty of fifty
percent of the total of any such payments and the amount of such total sum may
be recouped from any future payments due to the recipient under this chapter and
the amount of the penalty shall be placed in the fund or funds established
pursuant to RCW 7.68.090 ((as-now-or-hereafter-amended)).

(4) If the department issues an order contending a debt due and owing under
this section, the order is subject to chapter 51.52 RCW. If the order becomes
final under chapter 51.52 RCW, the director or the director’s designee may file
with the clerk of an _count | within the state a warrant in_the amount stated in

the order plus interest accruing from the date the order became final. The clerk
of the county in which the warrant is filed shall immediately enter the warrant
in the execution docket. The amount of the warrant as docketed becomes a lien
upon all real and personal property of the person against whom tl.e warrant is
issued the syme as a 'ud _ment in a civil case. The warrant shall then be sub’ect
to execution, garnishment, and other procedures for the collection of judgments.
The filin_fee must be added to the amopnt of the warrant. The de_artment shall
mail a conformed copy of the warrant to the person named within seven working
days of filing with the clerk.

(5)(a) The director, or the director's designee, may issue to any person or
organization an order to withhold and deliver property of any kind if there is
reason to believe that the person or organization possesses property that is due,
owing, or belonging to any person against whom a final order of debt due and
owing has been entered. For purposes of this subsection, "person or organiza-
tion" includes any individual, firm, association, corporation, political subdivision
of the state, or agency of the state.

(b) The order to withhold and deliver must be served in the manner
prescribed for the service of a summons in a civil action or by certified mail,
return receipt requested. Any person or organization upon whom_service has
been made shall answer the order within twenty days exclusive of the day of
service under oath and in writin _and shall make true answers to the matters
inquired of therein.

(c) If there is in the possession of the person or organization served with the
order any property that might be subject to the claim of the department, the
person or organization must immediately withhold such property and deliver the
property to the director or the director’s authorized representative immediately
upon demand.

(d) If the person or organization served the order fails to timely answer the
order, the court may render judgment by default against the person or organiza-
tion for the full amount claimed by the director in the order plus costs.

(e) If an order to withhold and deliver is served upon an emplover and the
property found to be subject to the notice is wages, the employer may assert in

(931



Ch. 33 WASHINGTON LAWS, 1995

the answer all exemptions to which the wape earner might be entitled as
provided hy RCW 6.27.150.

Sec. 3. RCW 7.68.130 and 1985 ¢ 443 s 16 are each amended to read as
follows:

(1) Benefits payable pursuant to this chapter shall be reduced by the amount
of any other public or private insurance available, less a proportionate share of
reasonable attorneys' fees and costs, if any, incurred by the victim in obtaining
recovery from the insurer. Calculation of a proportionate share of attorneys' fees
and costs shall be made under the formula established in RCW 51.24.060. The
department or the victim may require court approval of costs and attorneys' fees
or may_petition_a court for determination_of the reasonableness of costs and
attorneys’ fees.

(2) Benefits payable after 1980 to victims injured or killed before 1980 shall
be reduced by any other public or private insurance including but not limited to
sacial security.

(3) Payment by the department under this chapter shall be secondary to
((sueh)) other insurance benefits, notwithstanding the provision of any contract
or coverage to the contrary((+—RPROVIDED-Fhat)). In the case of private life
insurance proceeds, the first forty thousand dollars of ((sueh)) the proceeds shall
not be considered for purposes of any ((steh)) reduction in benefits.

(4) For the purposes of this section, the collection methods available under
RCW 7.68.125(4) apply.

Sec. 4. RCW 9.94A.142 and 1994 ¢ 271 s 602 are each amended to read
as follows:

(1) When restitution is ordered, the court shall determine the amount of
restitution due at the sentencing hearing or within sixty days except as provided
in_subsection (3) of this section. The court shall then set a minimum monthly
payment that the offender is required to make towards the restitution that is
ordered. The court should take into consideration the total amount of the
restitution owed, the offender’s present, past, and future ability to pay, as well
as any assets that the offender may have. During the period of supervision, the
community corrections officer may examine the offender to determine if there
has been a change in circumstances that warrants an amendment of the monthly
payment schedule. The community corrections officer may recommend a change
to the scheduie of payment and shall inform the court of the recommended
change and the reasons for the change. The sentencing court may then reset the
monthly minimum payments based on the report from the community corrections
officer of the change in circumstances. Restitution ordered by a court pursuant
to a criminal conviction shall be based on easily ascertainable damages for injury
to or loss of property, actual expenses incurred for treatment for injury to
persons, and lost wages resulting from injury. Restitution shall not include
reimbursement for damages for mental anguish, pain and suffering, or other
intangible losses, but may include the costs of counseling reasonably related to
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the offense. The amount of restitution shall not exceed double the amount of the
offender’s gain or the victim's loss from the commission of the crime. For the
purposes of this section, the offender shall remain under the court’s jurisdiction
for a maximum term of ten years following the offender’s release from total
confinement or ten years subsequent to the entry of the judgment and sentence,
whichever period is longer. The portion of the sentence concerning restitution
may be modified as to amount, terms and conditions during the ten-year period,
regardless of the expiration of the offender’s term of community supervision and
regardless of the statutory maximum for the crime. The offender’s compliance
with the restitution shall be supervised by the department.

(2) Restitution shall be ordered whenever the offender is convicted of an
offense which results in injury to any person or damage to or loss of property
unless extraordinary circumstances exist which make restitution inappropriate in
the court’s judgment and the court sets forth such circu:nstances in the record.
In addition, restitution shall be ordered to pay for an injury, loss, or damage if
the offender pleads guilty to a lesser offense or fewer offenses and agrees with
the prosecutor’s recommendation that the offender be required to pay restitution
to a victim of an offense or offenses which are not prosecuted pursuant to a plea
agreement.

(3) Regardless of the provisions of subsections (1) and (2) of this section,
the court shall order restitution in all cases where the victim is_entitled to
benefits under the crime victims' compensation act, chapter 7.68 RCW. If the
court does not order restitution and the victim of the crime has been determined
to_be entitled to benefits under thepcrime victims' gom ensation act the
department of labor _and industries, as_administrator of the crime victims’
compensation program, may petition the court within one year of entry of the
judgment and sentence for entry of a restitution order. Upon receipt of a petition
from the de artment of labor and industries the court shall hold a restitution
hearing and shall enter a restitution order.

(4) In addition to any sentence that may be imposed, a defendant who has
been found guilty of an offense involving fraud or other deceptive practice or an
organization which has been found guilty of any such offense may be ordered
by the sentencing court to give notice of the conviction to the class of persons
or to the sector of the public affected by the conviction or financially interested
in the subject matter of the offense by mail, by advertising in designated areas
or through designated media, or by other appropriate means,

((¢4))) (5) This section does not limit civil remedies or defenses available
to the victim, survivors of the victim, or defendant.

((659)) (6) This section shall apply to offenses committed after July 1, 1985,

Sec. 5. RCW 13.40.190 and 1994 sp.s. ¢ 7 s 528 are each amended to read
as follows:

(1) In its dispositional order, the court shall require the respondent to make
restitution to any persons who have suffered loss or damage as a result of the
offense committed by the respondent. In addition, restitution may be ordered for
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loss or damage if the offender pleads guilty to a lesser offense or fewer offenses
and agrees with the prosecutor’s recommendation that the offender be required
to pay restitution to a victim of an offense or offenses which, pursuant to a plea
agreement, are not prosecuted. The payment of restitution shall be in addition
to any punishment which is imposed pursuant to the other provisions of this
chapter. The court may determine the amount, terms, and conditions of the
restitution including a payment plan extending up to ten years if the court
determines that the respondent does not have the means to make full restitution
over a shorter period. Restitution may include the costs of counseling reasonably
related to the offense. If the respondent participated in the crime with another
person or other persons, all such participants shall be jointly and severally
responsible for the payment of restitution, For the purposes of this section, the
respondent shall remain under the court’s jurisdiction for a maximum term of ten
years after the respondent’s eighteenth birthday. The court may not require the
respondent to pay full or partial restitution if the respondent reasonably satisfies
the court that he or she does not have the means to make full or partial
restitution and could not reasonably acquire the means to pay such restitution
over a ten-year period. In cases where an offender has been committed to the
department for a period of confinement exceeding fifteen weeks, restitution may
be waived.

(2) Regardless of the provisions of subsection (1) of this section, the court
shall order restitution in all cases where the victim is entitled to benefits under
the crime victims’ compensation act, chapter 7.68 RCW. If the court does not
order restitution and the victim of the crime has been determined to be entitled
to benefits under the crime victims' compensation act, the department of labor
and industries, as administrator of the crime victims’ compensation program, may
petition the court within one year of entry of the disposition order for entry of
a restitution order. Upon receipt of a petition from the department of labor and
industries, the court shall hold a restitution_hearing and shall enter a restitution
order.

(3) If an order includes restitution as one of the monetary assessments, the
county clerk shall make disbursements to victims named in the order. The
restitution to victims named in the order shall be paid prior to any payment for
other penalties or monetary assessments,

((63Y)) (4) A respondent under obligation to pay restitution may petition the
court for modification of the restitution order,

Sec. 6. RCW 9.95.210 and 1993 ¢ 251 s 3 are each amended to read as .
follows:

In granting probation, the court may suspend the imposition or the execution
of the sentence and may direct that the suspension may continue upon such
conditions and for such tiine as it shall designate, not exceeding the maximum
term of sentence or two years, whichever is longer,

In the order granting probation and as a condition thereof, the court may in
its discretion imprison the defendant in the county jail for a period not exceeding
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one year and may fine the defendant any sum not exceeding the statutory limit
for the offense committed, and court costs. As a condition of probation, the
court shall require the payment of the penalty assessment required by RCW
7.68.035. The court may also require the defendant to make such monetary
payments, on such terms as it deems appropriate under the circumstances, as are
necessary (1) to comply with any order of the court for the payment of family
support, (2) to make restitution to any person or persons who may have suffered
loss or damage by reason of the commission of the crime in question or when
the offender pleads guilty to a lesser offense or fewer offenses and agrees with
the prosecutor’s recommendation that the offender be required to pay restitution
to a victim of an offense or offenses which are not prosecuted pursuant to a plea
agreement, (3) to pay such fine as may be imposed and court costs, including
reimbursement of the state for costs of extradition if return to this state by
extradition was required, (4) following consideration of the financial condition
of the person subject to possible electronic monitoring, to pay for the costs of
electronic monitoring if that monitoring was required by the court as a condition
of release from custody or as a condition of probation, (5) to contribute to a
county or interlocal drug fund, and (6) to make restitution to a public agency for
the costs of an emergency response under RCW 38.52.430, and may require
bonds for the faithful observance of any and all conditions imposed in the
probation.

The court shall order restitution in all cases where the victim is entitled to
benefits under the crime victims' comnpensation act, chapter 7.68 RCW. If the
court does not order restitution and the victim of the crime has been determined
to_be entitled to benefits under the crimp victims' com ensation act the de art-

ment of labor and industries, as administrator of the crime victims’ compensation
program, may petition the court within one year of imposition of the sentence for
entry of a restitution order. Upon receipt of a petition from the department of
labor and industries the court shall hagid a restitution hgarin _and shall enter a.
restitution order.

The court shall order the probationer to report to the secretary of corrections
or such officer as the secretary may designate and as a condition of the probation
to follow implicitly the instructions of the secretary, If the probationer has been
ordered to make restitution, the officer supervising the probationer shall make a
reasonable effort to ascertain whether restitution has been made. If restitution
has not been made as ordered, the officer shall inform the prosecutor of that
violation of the terms of probation not less than three months prior to the
termination of the probation period. The secretary of corrections will promulgate
rules and regulations for the conduct of the person during the term of probation.
For defendants found guilty in district court, like functions as the secretary
performs in regard to probation may be performed by probation officers
employed for that purpose by the county legislative authority of the county
wherein the court is located.
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Passed the Senate March 13, 1995.

Passed the House April 4, 1995.

Approved by the Governor April 13, 1995,

Filed in Office of Secretary of State April 13, 1995.

CHAPTER 34
{Substitute Senate Bill 5419}
HEALTH INSURANCE—COVERAGE OF DEPENDENT CHILDREN

AN ACT Relating to federal financial participation related to health insurer’s and children’s
health care; amending RCW 48.01.180, and 48.41.100, and 26.18.170; adding new sections to chapter
48.01 RCW; and adding a new scction to chapter 74.09 RCW.

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

NEW SECTION. Sec. I. "Issuer" as used in this title and chapter 26.18
RCW means insurer, fraternal benefit society, certified heaith plan, health
maintenance organization, and health care service contractor.

NEW SECTION. Sec. 2. An issuer and an employee welfare benefit plan,
whether insured or self funded, as defined in the employee retirement income
security act of 1974, 29 U.S.C. Sec. 1101 et seq. may not consider the
availability of eligibility for medical assistance in this state under medical
assistance, RCW 74.09.500, or any other state under 42 U.S.C. Sec. 1396a,
section 1902 of the social security act, in considering eligibility for coverage or
making payments under its plan for eligible enrollees, subscribers, policyholders,
or certificate holders.

NEW SECTION. Sec. 3. (1) An issuer and an employee welfare benefit
plan, whether insured or self funded, as defined in the employee retirement
income security act of 1974, 29 U.S.C. Sec. 110! et seq. may not deny
enrollment of a child under the health plan of the child’s parent on the grounds
that:

(a) The child was born out of wedlock;

(b) The child is not claimed as a dependent on the parent’s federal tax
return; or

(c) The child does not reside with the parent or in the issuer’s, or insured
or self funded employee welfare benefit plan’s service area.

(2) Where a child has health coverage through an issuer, or an insured or
self funded employee welfare benefit plan of a noncustodial parent the issuer, or
insured or self funded employee welfare benefit plan, shall:

(a) Provide such information to the custodial parent as may be necessary for
the child to obtain benefits through that coverage;

(b) Permit the provider or the custodial parent to submit claims for covered
services without the approval of the noncustodial parent. If the provider submits
the claim, the provider will obtain the custodial parent’s assignment of insurance
benefits or otherwise secure the custodial parent’s approval.
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For purposes of this subsection the department of social and health services
as the state medicaid agency under RCW 74.09.500 may reassign medical
insurance rights to the provider for custodial parents whose children are eligible
for services under RCW 74.09.500; and

(c) Make payments on claims submitted in accordance with (b) of this
subsection directly to the custodial parent, to the provider, or to the department
of social and health services as the state medicaid agency under RCW 74.09.500.

(3) Where a child does not reside in the issuer's service area, an issuer shall
cover no less than urgent and emergent care. Where the issuer offers broader
coverage, whether by policy or reciprocal agreement, the issuer shall provide
such coverage to any child otherwise covered that does not reside in the issuer’s
service area.

(4) Where a parent is required by a court order to provide health coverage
for a child, and the parent is eligible for family health coverage, the issuer, or
insured or self funded employee welfare benefit plan, shall:

(a) Permit the parent to enroll, under the family coverage, a child who is
otherwise eligible for the coverage without regard to any enrollment season
restrictions;

(b) Enroll the child under family coverage upon application of the child’s
other parent, department of social and health services as the state medicaid
agency under RCW 74.09.500, or child support enforcement program as defined
under RCW 26.18.170, if the parent is enrolled but fails to make application to
obtain coverage for such child; and

(c) Not disenroll, or eliminate coverage of, such child who is otherwise
eligible for the coverage unless the issuer or insured or self funded employee
welfare benefit plan is provided satisfactory written evidence that:

(i) The court order is no longer in effect; or

(ii) The child is or will be enrolled in comparable health coverage through
another issuer, or insured or self funded employee welfare benefit plan, which
will take effect not later than the effective date of disenrollment.

(5) An issuer, or insured or self funded employee welfare benefit plan, that
has been assigned the rights of an individual eligible for medical assistance under
medicaid and coverage for health benefits from the issuer, or insured or self
funded employee welfare benefit plan, may not impose requirements on the
department of social and health services that are different from requirements
applicable to an agent or assignee of any other individual so covered.

Sec. 4. RCW 48.01.180 and 1986 ¢ 140 s 1 are each amended to read as
follows:

(1) A child of an insured, subscriber, or enrollee shall be considered a
dcpendcnt child for msurancc purposcs under this mlc((ﬂ—(-}-)—-Upen—bemg

feﬁdess-&nd-e-))) upon assumptlon by the insured, subscnber, or enrollcc of ((fhe
finaneial-respensibility-forthe-medieal-expenses)) a legal obligation for total or
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partial support of a child in_anticipation of adoption of the child. Upon the
termination _of such legal obligations, the child shall not be considered a

dependenl chxld for i msuranceJ)urgoses

meludmg—enres&ebhshed—&nﬁwa&mg—gmdehnes—)) (2) Every pohcy or comract

providing coverage for health benefits to a resident of this state shall provide
coverage for dependent children placed for adoption under the same terms and
conditions as apply to the natural, dependent children of the insured, subscriber,
or enrollee whether or not the adoption has become final,

(3) No policy or contract may restrict coverage of any dependent child
adopted by, or placed for adoption with, an insured, subscriber, or enrollee solely
on the basis of a preexisting condition of the child at the time that the child
would otherwise become eligible for coverage under the plan if the adoption or
placement for adoption occurs while the insured, subscriber, or enrollee is
eligible for coverage under the plan.

Sec. 5. RCW 48.41.100 and 1989 ¢ 121 s 7 are each amended to read as
follows:

(1) Any individual person who is a resident of this state is eligible for
coverage upon providing evidence of rejection for medical reasons, a requirement
of restrictive riders, an up-rated premium, or a preexisting conditions limitation
on health insurance, the effect of which is to substantially reduce coverage from
that received by a person considered a standard risk, by at least one member
within six months of the date of application, Evidence of rejection may be
waived in accordance with rules adopted by the board.

2) The followmg persons are not ehg:ble for coverage by the pool

€6))) Any person having terminated coverage in the pool unless (i) twelve
months have lapsed since termination, or (ii) that person can show continuous
other coverage which has been involuntarily terminated for any reason other than
nonpayment of premiums;

((¢e)) (b) Any person on whose behalf the pool has paid out five hundred
thousand dollars in benefits;

((¢d))) (c) Inmates of public institutions and persons whose benefits are
duplicated under public programs.

(3) Any person whose health insurance coverage is involuntarily terminated
for any reason other than nonpayment of premium may apply for coverage under
the plan.

NEW SECTION. Sec. 6. A new section is added to chapter 74.09 RCW
to read as follows:

To the extent that payment for covered expenses has been made under
medical assistance for health care items or services furnished to an individual,
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in any case where a third party has a legal liability to make payments, the state
is considered to have acquired the rights of the individual to payment by any
other party for those health care items or services. Recovery pursuant to the
subrogation rights, assignment, or enforcement of the lien granted to the
department by this section shall not be reduced, prorated, or applied to only a
portion of a judgment, award, or settlement, except as provided in RCW
43.20B.050 and 43.20B.060. The doctrine of equitable subrogation shall not
apply to defeat, reduce, or prorate recovery by the department as to its
assignment, lien, or subrogation rights.

Sce. 7. RCW 26.18.170 and 1994 ¢ 230 s 7 are each amended to read as
follows:

(1) Whenever an obligor parent who has been ordered to provide health
insurance coverage for a dependent child fails to provide such coverage or lets
it lapse, the department or the obligee may seek enforcement of the coverage
order as provided under this section.

(2)(a) If the obligor parent’s order to provide health insurance coverage
contains language notifying the obligor that failure to provide such coverage or
proof that such coverage is unavailable may result in direct enforcement of the
order and orders payments through, or has been submitted to, the Washington
state support registry for enforcement, then the department may, without further
notice to the obligor, send a notice of enrollment to the obligor’s employer or
union by certified mail, return receipt requested.

The notice shall require the employer or union to enroll the child in the
health insurance plan as provided in subsection (3) of this section.

(b) If the obligor parent’s order to provide health insurance coverage does
not order payments through, and has not been submitted to, the Washington state
support registry for enforcement:

(i) The obligee may, without further notice to the obligor send a certified
copy of the order requiring health insurance coverage to the ohligor’s employer
or union by certified mail, return receipt requested; and

(ii) The obligee shall attach a notarized statement to the order declaring that
the order is the latest order addressing coverage entered by the court and require
the employer or union to enroll the child in the health insurance plan as provided
in subsection (3) of this section.

(3) Upon receipt of an order that provides for health insurance coverage, or
a notice of enrollment:

(a) The obligor’s employer or union shall answer the party who sent the
order or notice within thirty-five days and confirm that the child:

(i) Has been enrolled in the health insurance plan;

(ii) Will be enrolled ((in-the-next-open-enrollment-peried)); or

(iii) Cannot be covered, stating the reasons why such coverage cannot be
provided;

(b) The employer or union shall withhold any required premium from the
obligor’s income or wages;

(101]



Ch. 34 WASHINGTON LAWS, 1995

(c) If more than one plan is offered by the employer or union, and each plan
may be extended to cover the child, then the child shall be enrolled in the
obligor’s plan. If the obligor's plan does not provide coverage which is
accessible to the child, the child shall be enrolled in the least expensive plan
otherwise available to the obligor parent;

(d) The employer or union shall provide information about the name of the
health insurance coverage provider or ((insurer)) issuer and the extent of
coverage available to the obligee or the department and shall make available any
necessary claim forms or enrollment membership cards.

(4) If the order for coverage contains no language notifying the obligor that
failure to provide health insurance coverage or proof that such coverage is
unavailable may result in direct enforcement of the order, the department or the
obligee may serve a written notice of intent to enforce the order on the obligor
by certified mail, return receipt requested, or by personal service. If the obligor
fails to provide written proof that such coverage has been obtained or applied for
or fails to provide proof that such coverage is unavailable within twenty days of
service of the notice, the department or the obligee may proceed to enforce the
order directly as provided in suhsection (2) of this section,

(5) If the obligor ordered to provide heaith insurance coverage elects to
provide coverage that will not be accessible to the child because of geographic
or other limitations when accessible coverage is otlierwise available, the
department or the obligee may serve a written notice of intent to purchase health
insurance coverage on the obligor by certified mail, return receipt requested. The
notice shall also specify the type and cost of coverage.

(6) If the department serves a notice under subsection (5) of this section the
obligor shall, within twenty days of the date of service:

(a) File an application for an adjudicative proceeding; or

(b) Provide written proof to the department that the obligor has either
applied for, or obtained, coverage accessible to the child.

(7) If the obligee serves a notice under subsection (5) of this section, within
twenty days of the date of service the obligor shall provide written proof to the
obligee that the obligor has either applied for, or obtained, coverage accessible
to the child.

(8) If the obligor fails to respond to a notice served under subsection (5) of
this section to the party who served the notice, the party who served the notice
may purchase the health insurance coverage specified in the notice directly. The
amount of the monthly premium shall be added to the support debt and be
collectible without further notice. The amount of the monthly premium may be
collected or accrued until the obligor provides proof of the required coverage.

(9) The signature of the obligee or of a department employee shall be a
valid authorization to the coverage provider or ((irsurer)) issuer for purposes of
processing a payment to the child’s health services provider. An order for health
insurance coverage shall operate as an assignment of all benefit rights to the
obligee or to the child's health services provider, and in any claim against the
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coverage provider or ((tnsurer)) issuer, the obligee or the obligee’s assignee shall
be subrogated to the rights of the obligor. Notwithstanding the provisions of this
section regarding assignment of benefits, this section shall not require a health
care service contractor authorized under chapter 4844 RCW or a health
maintenance organization authorized under chapter 48.46 RCW to deviate from
their contractual provisions and restrictions regarding reimbursement for covered
services. If tbe coverage is terminated, the employer shall mail a notice of
termination to the department or the obligee at the obligee's last known address
within thirty days of the termination date.

(10) This section shall not be construed to limit the right of the obligor or
the obligee to bring an action in superior court at any time to enforce, modify,
or clarify the original support order.

(11) (Nething—in—this—seetion—shall—be—econstrued—to—require—a—health
muintenanee-organizationor-health-eare-serviee-contractor—to-extend-coverage
to-u-child-who-resides-outside—ts—service-area:)) Where a child does not reside
in_the issuer’s service area, an issuer shall cover no_less than urgent and
emergent care. Where the issuer offers broader coverage, whether by policy or
reciprocal _agreement, the issuer shall provide such coverage to any child
otherwise covered that does not reside in the issuer’s service area,

(12) If an obligor fails to pay his or her portion of any deductible required
under the health insurance coverage or fails to pay his or her portion of medical
expenses incurred in excess of the coverage provided under the plan, the
department or the obligee may enforce collection of the obligor’s portion of the
deductible or the additional medical expenses through a wage assignment order.
The amount of the deductible or additional medical expenses shall be added to
the support debt and be collectible without further notice if the obligor’s share
of the amount of the deductible or additional expenses is reduced to a sum
certain in a court order.

NEW SECTION. Sec. 8. Sections | through 3 of this act are each added
to chapter 48.01 RCW.,

Passed the Senate March 7, 1995,

Passed the House April 4, 1995,

Approved by the Governor April 13, 1995.

Filed in Office of Secretary of State April 13, 1995.

CHAPTER 35
[Senate Bill 5432}
INSURANCE COMPANY RESERVES

AN ACT Relating to uneamed premium, loss, and loss expense reserves of insurance
companics; and amending RCW 48.12.040, 48.12.090, 48.12.100, 48.12.120, and 48.12.130.

Be it enacted by the Legislature of the State of Washington:
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Sec. 1. RCW 48.12.040 and 1973 Ist ex.s. ¢ 162 s 2 are each amended to
read as follows:

(1) With reference to insurances against loss or damage to property, except
as provided in RCW 48,12.050, and with reference to all general casualty
insurances, and surety insurances, every insurer shall maintain an unearned
premium reserve on all policies in force.

(2) The commissioner may require that such reserve shall be equal to the
unearned portions of the gross premiums in force after deducting authorized
reinsurance, as computed on each respective risk from the policy’s date of issue,
If the commissioner does not so require, the portions of the gross premiums in
force, less authorized reinsurance, to be held as a premium reserve, shall be
computed according to the following table:

Term for which policy Reserve for
was written unearned premium
Oneyear,orless ...........coivivnnunn 172
TWO YEars ... e e e First year 3/4
Second year 1/4
Three years ... . ... vt ir e First year 5/6
Second year 12
Third year 1/6
Fouryears......... ..ot First year 7/8
Second year 5/8
Third year 3/8
Fourth year 1/8
Fiveyears . ...... ... i First year 9/10
Second year 710
Third year 172
Fourth year 310
Fifth year 1710
Overfiveyears ............ccviuuvennnn Pro rata

(3) In lieu of computation according to such table, all of such reserves may
be computed, at the insurer's option, on a monthly pro rata basis.

(4) After adopting any one of the methods for computing such reserve an
insurer shall not change methods without the commissioner’s approval,

(5) If, for certain policies, the insurer’s exposure to loss is uneven over the
policy term, the commissioner may grant permission to the insurer to use a
different method of calculating the unearned premium reserve on those certain
policies.

Sec. 2. RCW 48.12.090 and 1947 ¢ 79 s ,12.09 are each amended to read
as follows:

The reserves for outstanding losses and loss expenses under policies of
personal injury liability insurance and under policies of employer’s liability
insurance shall be computed as follows:

(104 ]



WASHINGTON LAWS, 1995 Ch. 35

(1) ((Fer-aliability-suits-being-defended-under—policies—written:

. ITT} . . s e .
g
. . .
v O e-pPrio O -ge Ssam () vigre - +

The reserves for outstanding losses and loss expenses under policies of personal
injury liability insurance and under policies of employer’s liability insurance shall
be computed in accordance with accepted loss-reserving standards and principles
and shall make a reasonable provision for all unpaid loss and loss expense
obligations of the insurer under the terms of such policies.

{2) Reserves under liability policies written during the three vyears
immediately preceding the date of determination shall include any additional
reserves required by the annual statement instructions of the national association
of insurance commissioners.

Sec. 3. RCW 48.12.100 and 1947 ¢ 79 s .12.10 are each amended to read
as follows:

((th-AH-unatoeated-HabilityJoss-expense-payments-shall-be-distributed-as
feHows:
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Subject to any restrictions contained in the annual statemeat instructions or

accounting practices and procedures manuals of the naticnal association of
insurance commissioners, all unallocated liability loss expense payments shall be
distributed as follows:

{1) All payments associated with particular claims shall be distributed to the
year in which the claim was covered; and

(2) All other payments shall be distributcd Uy year in a reasonable manner.

Sec. 4. RCW 48,12,120 and 1987 ¢ 185 s 20 are each amended to read as
follows:

The loss reserve for workers’ compensation insurance shall be as follows:

(1) For all compensation claims under policies of compensation insurance
written more than thtee years prior to the date ((as~of-whieh-thestatement—is
made)) of determination, the loss reserve shall be pot less than the present values
at four percent interest of the determined and the estimated future payments.

(2) For all compensation claims under policies of compensation insurance
written in the three years immediately preceding the date ((as—ef—whieh—the
ﬁ&etemeﬁhsmde)) of determmatlon the loss reserve shall be ((&i*&y-ﬁ-ve-pefeen&

wmeem-ihe-eeﬁespendmg-yeafs*—but-m-aﬂfevem—suemesef' i i i VHhalHae)) not
less than the present value at three and one-half percent interest of the
determined and the estimated ((unpaid—eempensation—eclaims—under—policies
written—during—eaeh—ef—sueh—years)) future payments, and shall include any

additional reserves required by the annual statement instructions of the national
association of insurance commissioners.

Sec. 5. RCW 48.12.130 and 1987 ¢ 185 s 21 are each amended to read as
follows:

.((GHM-uﬁaHeeewdwﬂmﬁleempeﬂseﬁeﬂmepeﬁse-paymemSﬁha%e
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statements))
Subject to any restrictions contained in the annual statement instructions or

accounting practices and procedures manuals of the national association of
insurance commissioners, all unallocated workers’ compensation loss expense
payments shall be distributed as follows:

(1) All payments associated with particular claims shall be distributed to the
year in which the claim was covered; and

(2) All other payments shall be distributed by year in a reasonable manner.

Passed the Senate March 7, 1995,

Passed the House April 4, 1995.

Approved by the Gavernor April 13, 1995.

Filed in Office of Secretary of State April 13, 1995.

CHAPTER 36
|Substitute Senate Bill 6002}
COMMUNITY AND TECHNICAL COLLEGE TUITION REFUNDS
AND FEE CANCELLATIONS

AN ACT Relating to community and tecbnical college tuition refunds or fee cancellations;
amending RCW 28B.15.600; adding a new section to cbapter 28B.15 RCW; and declaring an
emergency.

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

Sec. 1. RCW 28B.15.600 and 1993 sp.s. ¢ 18 s 22 are each amended to
read as follows:

The governing boards of the state universities, the regional universities, and
The Evergreen State College((—end—the—eommunity—eeHeges)) may refund or
cancel in full the tuition and services and activities fees if the student withdraws
from a university or college course or program prior to the sixth day of
instruction of the quarter or semester for which the fees have been paid or are
due. If the student withdraws on or after the sixth day of instruction, the
governing boards may refund or cancel up to one-half of the fees, provided such
withdrawal occurs within the first thirty calendar days following the beginning
of instruction. However, if a different policy is required by federal law in order
for the institution of higher education to maintain eligibility for federal funding
of programs, the governing board may adopt a refund policy that meets the
minimum requirements of the federal law, and the policy may treat all students
attending the institution in the same manner,
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The governing boards of the respective universities and college((s)) may
adopt rules for the refund of tuition and fees for courses or programs that begin
after the start of the regular quarter or semester. The governing boards may
adopt rules to comply with RCW 28B.15.623 and may extend the refund or
cancellation period for students who withdraw for medical reasons or who are
called into the military service of the United States and may refund other fees
pursuant to such rules as they may prescribe.

NEW SECTION. Sec. 2. A new section is added to chapter 28B.15 RCW
to read as follows:

(1) The governing boards of the community colleges and technical colleges
shall refund or cancel up to one hundred percent but no less than eighty percent
of the tuition and services and activities fees if the student withdraws from a
college course or program before the sixth day of instruction of the regular
quarter for which the fees have been paid or are due. If the student withdraws
on or after the sixth day of instruction, the governing boards shall refund or
cancel up to fifty percent but no less than forty percent of the fees provided such
withdrawal occurs within the first twenty calendar days following the beginning
of instruction. However, if a different policy is required by federal law in order
for the college to maintain eligibility for federal funding of programs, the
governing board may adopt a refund policy that meets the minimum requirements
of the federal law and the policy may treat all students attending the institution
in the same manner.

(2) The governing boards of the respective community college or technical
college shall adopt rules consistent with subsection (1) of this section for the
refund of tuition and fees for the summer quarter and for courses or programs
that begin after the start of the regular quarter.

(3) The governing boards of community colleges and technical colleges may
adopt rules to comply with RCW 28B.15.623 and may extend the refund or
cancellation period for students who withdraw for medical reasons or who are
called into the military service of the United States.

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

Passed the Senate March 11, 1995.

Passed the House April 4, 1995,

Approved by the Governor April 13, 1995.

Filed in Office of Secretary of State April 13, 1995.
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CHAPTER 37
[Substitute Senate Bill 5040]
DISTRICT COURT DISTRICTING COMMITTEES—SELECTION OF MEMBERS

AN ACT Relating to district court districting committee; and reenacting and amending RCW
3.38.010.

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

Sec. I. RCW 3.38.010 and 1994 ¢ 81 s | and 1994 ¢ 32 s 2 are each
reenacted and amended to read as follows:

There is established in each county a district court districting committee
composed of the following:

(1) The judge of the superior court, or, if there be more than one such judge,
then one of the judges selected by that court;

(2) The prosecuting attorney, or a deputy selected by the prosecuting
attorney;

(3) A practicing lawyer of the county selected by the president of the largest
local bar association, if there be one, and if not, then by the county legislative
authority;

(4) A judge of a court of limited jurisdiction in the county selected by the
president of the Washington state district and municipal court judges’ association;
and

(5) The mayor, or representative appointed by the mayor, of each city or
town with a population of three thousand or more in the county;

(6) One person to represent the cities and towns with populations of three

thousand or less in the county, if any, to be ((designated-by-the-president-of-the
asseeintion-of—Washington-eities—PROVIDED—That)) selected by a majority

vote of the mayors of those cities and towns with a population of less than three
thousand. However, if there should not be a city in the county with a population
of ten thousand or more, the mayor, or the mayor's representative, of each city
or town with a population of less than three thousand shall be a member;

(7) The chair of the county legislative authority; and

(8) The county auditor.

Passed the Senate March 7, 1995.

Passed the House April 5, 1995,

Approved by the Governor April 17, 1995.

Filed in Office of Secretary of State April 17, 1995,

CHAPTER 38
[Senate Bill 5098]
COUNTY FINANCIAL FUNCTIONS REVISED

AN ACT Relating to county financial functions; reenacting RCW 3.02.045, 35.49.130,
36.17.042, 36.29.010, 39.44.130, 39.46.020, 39.46.030, 39.46.110, 39.50.030, 43.80.125, and
46.44.175; and creating a new section.

Be it enacted by the Legislature of the State of Washington:
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Sec. 1. RCW 3.02.045 and 1994 ¢ 301 s | are each reenacted to read as
follows:

(1) Courts of limited jurisdiction may use collection agencies under chapter
19.16 RCW for purposes of collecting unpaid penalties on infractions, criminal
fines, costs, assessments, civil judgments, or forfeitures that have been imposed
by the courts. Courts of limited jurisdiction may enter into agreements with one
or more attorneys or collection agencies for collection of outstanding penalties,
fines, costs, assessments, and forfeitures. These agreements may specify the
scope of work, remuneration for services, and other charges deemed appropriate.

(2) Courts of limited jurisdiction may use credit cards or debit cards for
purposes of billing and collecting unpaid penalties, fines, costs, assessments, and
forfeitures so imposed. Courts of limited jurisdiction may enter into agreements
with one or more financial institutions for the purpose of the collection of
penalties, fines, costs, assessments, and forfeitures, The agreements may specify
conditions, remuneration for services, and other charges deemed appropriate.

(3) Servicing of delinquencies by collection agencies or hy collecting
attorneys in which the court retains control of its delinquencies shall not consti-
tute assignment of debt.

(4) For purposes of this section, the term debt shall include penalties, fines,
costs, assessments, or forfeitures imposed by the courts.

(5) The court may assess as court costs the moneys paid for remuneration
for services or charges paid to collecting attorneys, to collection agencies, or, in
the case of credit cards, to financial institutions.

Sec. 2. RCW 35.49.130 and 1994 ¢ 301 s 4 are each reenacted to read as
follows:

If any property situated in a local improvement district or utility local
improvement district created by a city or town is offered for sale for general
taxes by the county treasurer, the city or town shall have power to protect the
lien or liens of any local improvement assessments outstanding against the whole
or portion of such property by purchase at the treasurer’s foreclosure sale.

Sec. 3. RCW 36.17.042 and 1994 ¢ 301 s 5 are each reenacted to read as
follows:

In addition to the pay periods permitted under RCW 36.17.040, the
legislative authority of any county may establish a biweekly pay period where
county officers and employees receive their compensation not later than seven
days following the end of each two week pay period for services rendered during
that pay period.

However, in a county that has assumed the rights, powers, functions, and
obligations of a metropolitan municipal corporation under chapter 36.56 RCW,
the county legislative authority may establish a biweekly pay period where the
county officers and employees receive their compensation not later than thirteen
days following the end of each two-week pay period for services rendered during
that pay period.
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Sec. 4. RCW 36.29.010 and 1994 ¢ 301 s 7 are each reenacted to read as
follows:

The county treasurer:

(1) Shall receive all money due the county and disburse it on warrants
issued and attested by the county auditor;

(2) Shall issue a receipt in duplicate for all money received other than taxes;
the treasurer shall deliver immediately to the person making the payment the
original receipt and the duplicate shall be retained by the treasurer;

(3) Shall affix on the face of all paid warrants the date of redemption or, in
the case of proper contract between the treasurer and a qualified public
depositary, the treasurer may consider the date affixed by the financial institution
as the date of redemption;

(4) Shall indorse, before the date of issue by the county or by any taxing
district for whom the county treasurer acts as treasurer, on the face of all
warrants for which there are not sufficient funds for payment, "interest bearing
warrant." When there are funds to redeem outstanding warrants, the county
treasurer shall give notice:

(a) By publication in a legal newspaper published or circulated in the
county; or

(b) By posting at three public places in the county if there is no such
newspaper; or

(c) By notification to the financial institution holding the warrant;

(5) Shall pay interest on all interest-bearing warrants from the date of issue
to the date of notification;

(6) Shall maintain financial records reflecting receipts and disbursement by
fund in accordance with generally accepted accounting principles;

(7) Shall account for and pay all bonded indebtedness for the county and all
special districts for which the county treasurer acts as treasurer;

(8) Shall invest all funds of the county or any special district in the
treasurer’s custody, not needed for immediate expenditure, in a manner consistent
with appropriate statutes. If cash is needed to redeem warrants issued from any
fund in the custody of the treasurer, the treasurer shall liquidate investments in
an amount sufficient to cover such warrant redemptions; and

(9) May provide certain collection services for county departments.

The treasurer, at the cxpiration of the term of office, shall make a complete
settlement with the county legislative authority, and shall deliver to the successor
all public money, books, and papers in the treasurer's possession.

Sec. 5. RCW 39.44.130 and 1994 ¢ 301 s 9 are each reenacted to read as
follows:

(1) The duties prescribed in this chapter as to the registration of bonds of
any city or town shall be performcd by the treasurer thereof, and as to those of
any county, port or school district by the county treasurer of the county in which
such port or school district lies; but any treasurer as defined in RCW 39.46.020
may designate its legally designated fiscal agency or agencies for the perfor-
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mance of such duties, after making arrangements with such fiscal agency
therefor, which arrangements may include provision for the payment by the bond
owner of a fee for each registration.

(2) The county treasurer as ex officio treasurer of a special district shall act
as fiscal agent or may appoint the fiscal agent to be used by the county.

Sec. 6. RCW 39.46.020 and 1994 ¢ 301 s 10 are each reenacted to read as
follows:

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

(1) "Bond" means any agreement which may or may not be represented by
a physical instrument, including notes, warrants, or certificates of indebtedness,
that evidences an indebtedness of the state or a local government or a fund
thereof, where the state or local government agrees to pay a specified amount of
money, with or without interest, at a designated time or times to either registered
owners or bearers.

(2) "Local government” means any county, city, town, special purpose
district, political subdivision, municipal corporation, or quasi municipal
corporation, including any public corporation created by such an entity.

(3) "Obligation” means an agreement that evidences an indebtedness of the
state or a local government, other than a bond, and includes, but is not limited
to, conditional sales contracts, lease obligations, and promissory notes.

(4) "State” includes the state, agencies of the state, and public corporations
created by the state or agencies of the state.

(5) "Treasurer” means the state treasurer, county treasurer, city treasurer, or
treasurer of any other municipal corporation.

Sec. 7. RCW 39.46.030 and 1994 ¢ 301 s 11 are each reenacted to read as
follows:

(1) The state and local governments are authorized to establish a system of
registering the ownership of their bonds or other obligations as to principal and
interest, or principal only. Registration may include, without limitation: (a) A
book entry system of recording the ownership of a bond or other obligation
whether or not a physical instrument is issued; or (b) recording the ownership of
a bond or other obligation together with the requirement that the transfer of
ownership may only be effected by the surrender of the old bond or other.
obligation and either the reissuance of the old bond or other obligation or the
issuance of a new bond or other obligation to the new owner.

(2) The system of registration shall define the method or methods by which
transfer of the registered bonds or other obligations shall be effective, and by
which payment of principal and any interest shall be made. The system of
registration may permit the issuance of bonds or other obligations in any
denomination to represent several registered bonds or other obligations of smaller
denominations. The system of registration may also provide for any writing
relating to a bond or other obligation that is not issued as a physical instrument,
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for identifying numbers or other designations, for a sufficient supply of
certificates for subsequent transfers, for record and payment dates, for varying
denominations, for communications to the owners of bonds or other obligations,
for accounting, canceled certificate destruction, registration and release of
securing interests, and for such other incidental matters pertaining to the
registration of bonds or other obligations as the issuer may deem to be necessary
or appropriate.

(3)(a) The state treasurer or a local treasurer may appoint (i) one or more
of the fiscal agencies appointed from time to time by the state finance committee
in accordance with chapter 43.80 RCW or (ii) other fiscal agents to act with
respect to an issue of its bonds or other obligations as authenticating trustee,
transfer agent, registrar, and paying or other agent and specify the rights and
duties and means of compensation of any such fiscal agency so acting., The state
treasurer or local treasurers may also enter into agreements with the fiscal agency
or agencies in connection with the establishment and maintenance by such fiscal
agency or agencies of a central depository system for the transfer or pledge of
bonds or other obligations.

(b) The county treasurer as ex officio treasurer of a special district shall act
as fiscal agent for such special district, unless the county treasurer appoints either
one or more of the fiscal agencies appointed from time to time by the state
finance committee in accordance with chapter 43.80 RCW or other fiscal agents
selected in a manner consistent with RCW 43.80.120 to act with respect to an
issue of its bonds or other obligations as authenticating trustee, transfer agent,
registrar, and paying or other agent and specify the rights and duties and means
of compensation of any such fiscal agency.

(4) Nothing in this section precludes the issuer, or a trustee appointed by the
issuer pursuant to any other provision of law, from itself performing, either alone
or jointly with other issuers, fiscal agencies, or trustees, any transfer, registration,
authentication, payment, or other function described in this section.

Sec. 8. RCW 39.46.110 and 1994 ¢ 301 s 12 are each reenacted to read as
follows:

(1) General obligation bonds of local governments shall be subject to this
section. Unless otherwise stated in law, the maximum term of any general
obligation bond issue shall be forty years.

(2) General obligation bonds constitute an indebtedness of the local
government issuing the bonds that are subjcct to the indebtedness limitations
provided in Article VIII, section 6 of the state Constitution and are payable from
tax revenues of the local government and such other money lawfully available
and pledged or provided by the governing body of the local government for that
purpose. Such governing body may pledge the full faith, credit and resources of
the local government for the payment of general obligation bonds. The payment
of such bonds shall be enforceable in mandamus against the local government
and its officials. The officials now or hereafter charged by law with the duty of
levying taxes pledged for the payment of general obligation bonds and interest
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thereon shall, in the manner provided by law, make an annual levy of such taxes
sufficient together with other moneys lawfully available and pledge therefor to
meet the payments of principal and interest on said bonds as they come due.

(3) General obligation bonds issued as physical instruments shall be
executed in the manner determined by the governing body or legislative body of
the issuer. If the issuer is a special district for which the county treasurer is the
treasurer, the issuer shall notify the county treasurer at least thirty days in
advance of authorizing the issuance of bonds or the incurrence of other
certificates of indebtedness.

(4) Unless aunother statute specifically provides otherwise, the owner of a
general obligation bond, or the owner of an interest coupon, issued by a local
government shall not have any claim against the state arising from the general
obligation bond or interest coupon.

(5) As used in this section, the term "local government" means every unit
of local government, including municipal corporations, quasi municipal
corporations, and political subdivisions, where property ownership is not a
prerequisite to vote in the local government's elections.

Sec. 9. RCW 39.50.030 and 1994 ¢ 301 s 13 are each reenacted to read as
follows:

(1) The issuance of short-term obligations shall be authorized by ordinance
of the governing body which ordinance shall fix the maximum amount of the
obligations to be issued or, if applicable, the maximum amount which may be
outstanding at any time, the maximum term and interest rate or rates to be borne
thereby, the manner of sale, maximum price, form including bearer or registered
as provided in RCW 39.46.030, terms, conditions, and the covenants thereof.
The ordinance may provide for designation and employment of a paying agent
for the short-term obligations and may authorize a designated representative of
the municipal corporation, or if the county, the county treasurer to act on its
behalf and subject to the terms of the ordinance in selling and delivering short-
term obligations authorized and fixing the dates, price, interest rates, and other
details as may be specified in the ordinance. Short-term obligations issued under
this section shall bear such fixed or variable rate or rates of interest as the
governing body considers to be in the best interests of the municipal corporation.
Variable rates of interest may be fixed in relationship to such standard or index
as the governing body designates.

The governing body may make contracts for the future sale of short-term
obligations pursuant to which the purchasers are committed to purchase the short-
term obligations from time to time on the terms and conditions stated in the
contract, and may pay such consideration as it considers proper for the
commitments, Short-term obligations issued in anticipation of the receipt of
taxes shall be paid within six months from the end of the fiscal year in which
they are issued. For the purpose of this subsection, short-term obligations issued
in anticipation of the sale of general obligation bonds shall not be considered to
be obligations issued in anticipation of the receipt of taxes.
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(2) Notwithstanding subsection (1) of this section, such short-term obliga-
tions may be issued and sold in accordance with chapter 39.46 RCW.

Sec. 10. RCW 43.80.125 and 1994 ¢ 301 s 14 are each reenacted to read
as follows:

(1) The fiscal agencies designated pursuant to RCW 43.80.110 and
43.80.120 may be appointed by the state treasurer or a local treasurer to act as
registrar, authenticating agent, transfer agent, paying agent, or other agent in
connection with the issuance by the state or local government of registered bonds
or other obligations pursuant to a system of registration as provided by RCW
39.46.030 and may establish and maintain on behalf of the state or local
government a central depository system for the transier or pledge of bonds or
other obligations. The term "local government” shall be as defined in RCW
39.46.020.

(2) Whenever in the judgment of the fiscal agencies, certain services as
registrar, authenticating agent, transfer agent, paying agent, or other agent in
connection with the establishment and maintenance of a central depository
system for the transfer or pledge of registered public obligations, or in
connection with the issuance by any public entity of registered public obligations
pursuant to a system of registration as provided in chapter 39.46 RCW, can be
secured from private sources more economically than by carrying out such duties
themselves, they may contract out all or any of such services to such private
entities as such fiscal agencies deein capable of carrying out such duties in a
responsible manner.

Sec, 11, RCW 46.44.175 and 1994 ¢ 301 s 15 are cach reenacted to read
as follows:

Failure of any person or agent acting for a person who causes to be moved
or moves a mobile home as defined in RCW 46.04.302 upon public highways
of this state and failure to comply with any of the provisions of RCW 46.44.170
and 46.44.173 is a traffic infraction for which a penalty of not less than one
hundred dollars or more than five hundred dollars shall be assessed. In addition
to the above penalty, the department of transportation or local authority may
withhold issuance of a special permit or suspend a continuous special permit as
provided by RCW 46.44.090 and 46.44.093 for a period of not less than thirty
days.

Any person who shall alter, reuse, transfer, or forge the decal required by
RCW 46.44.170, or who shall display a decal knowing it to have been forged,
reused, transferred, or altered, shall be guilty of a gross misdetneanor,

Any person or agent who is denied a special permit or whose special permit
is suspended may upon request reccive a hearing before the department of
transportation or the local authority having jurisdiction. The department or the
local authority after such hearing may revise its previous action.
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NEW SECTION. Sec. 12. Acts of municipal officers before the effective
date of this act that are consistent with its terms, including, but not limited to,
acts consistent with chapter 301, Laws of 1994, are ratified and confirmed.

Passed the Senate March 7, 1995.

Passed the House April 5, 1995.

Approved by the Governor April 17, 1995.

Filed in Office of Secretary of State April 17, 1995.

CHAPTER 39
[Substitute Senate Bill §129)
UTILITY LINE CLEARING—EXCLUSION FROM SALES TAX

AN ACT Relating to excluding utility line clearing from the definition of retail sale; amending
RCW 82.04.050; creating a new section; providing an effective date; and declaring an emergency.

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

*NEW SECTION. Sec. 1. In 1993, the legislature extended retail sales
taxes to discretionary spending on landscape maintenance and horticultural
services. The legislature did not intend to extend, nor did it believe it was
extending, retail sales taxes to pruning, trimming, repairing, removing, and
clearing of trees and brush near electric distribution or transmission lines or
equipment by, or at the direction of, an electric utility. The latter activities
generally require nondiscretionary expenditures by electric utilities in the
interests of public safety and minimizing unplanned power interruptions.

The legislature finds that the department of revenue misinterpreted the
intent of the legislature by adopting a rule extending retail sales taxes to
pruning, trimming, repairing, removing, and clearing of trees and brush near
electric distribution or transmission lines or equipment, performed by, or at the
direction of, an electric utility.

It is therefore the intent of section 2 of this act to clarify that these

activities are not subject to the sales tax.
*Sec. 1 was vetoed. See message at end of chapter,

Sec. 2, RCW 82,04.050 and 1993 sp.s. ¢ 25 s 301 are each amended to read
as follows:

(1) "Sale at retail” or "retail sale" means every sale of tangible personal
property (including articles produced, fabricated, or imprinted) to all persons
irrespective of the nature of their business and including, among others, without
limiting the scope hereof, persons who install, repair, clean, alter, improve,
construct, or decorate real or personal property of or for consumers other than
a sale to a person who presents a resale certificate under RCW 82.04.470 and
who:

(a) Purchases for the purpose of resale as tangible personal property in the
regular course of business without intervening use by such person; or
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(b) Installs, repairs, cleans, alters, imprints, improves, constructs, or
decorates real or personal property of or for consumers, if such tangible personal
property becomes an ingredient or component of such real or personal property
without intervening use by such person; or

(c) Purchases for the purpose of consuming the property purchased in
producing for sale a new article of tangible personal property or substance, of
which such property becomes an ingredient or component or is a chemical used
in processing, when the primary purpose of such chemical is to create a chemical
reaction directly through contact with an ingredient of a new article being
produced for sale; or

(d) Purchases for the purpose of consuming the property purchased in
producing ferrosilicon which is subsequently used in producing magnesium for
sale, if the primary purpose of such property is to create a chemical reaction
directly through contact with an ingredient of ferrosilicon; or .

(e) Purchases for the purpose of providing the property to consumers as part
of competitive telephone service, as defined in RCW 82.04.065. The term sball
include every sale of tangible personal property which is used or consumed or
to be used or consumed in the performance of any activity classified as a "sale
at retail” or "retail sale" even though such property is resold or utilized as
provided in (a), (b), (c), (d), or (e) of this subsection following such use. The
term also means every sale of tangible personal property to persons engaged in
any business which is taxable under RCW 82.04.280 (2) and (7) and 82.04.290.

(2) The term "sale at retail" or "retail sale” shall include the sale of or
charge made for tangible personal property consumed and/or for labor and
services rendered in respect to the following:

(a) The installing, repairing, cleaning, altering, imprinting, or improving of
tangible personal property of or for consumers, including charges made for the
mere use of facilities in respect thereto, but excluding sales of laundry service
to members by nonprofit associations composed exclusively of nonprofit hospi-
tals, and excluding services rendered in respect to live animals, birds and insects;

(b) The constructing, repairing, decorating, or improving of new or existing
buildings or other structures under, upon, or above real property of or for
consumers, including the installing or attaching of any article of tangible personal
property therein or thereto, whether or not such personal property becomes a part
of the realty by virtue of installation, and sball also include the sale of services
or charges made for the clearing of land and the moving of eartb excepting the
mere leveling of land used in commercial farming or agriculture;

(c) The charge for labor and services rendered in respect to constructing,
repairing, or improving any structure upon, above, or under any real property
owned by an owner who conveys the property by title, possession, or any other
means to the person performing such construction, repair, or improvement for the
purpose of performing such construction, repair, or improvement and the property
is then reconveyed by title, possession, or any other means to the original owner;
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(d) The sale of or charge made for labor and services rendered in respect to
the cleaning, fumigating, razing or moving of existing buildings or structures, but
shall not include the charge made for janitorial services; and for purposes of this
section the term "janitorial services" shall mean those cleaning and caretaking
services ordinarily performed by commercial janitor service businesses including,
but not limited to, wall and window washing, floor cleaning and waxing, and the
cleaning in place of rugs, drapes and upholstery. The term "janitorial services"
does not include painting, papering, repairing, furnace or septic tank cleaning,
snow removal or sandblasting;

(e) The sale of or charge made for labor and services rendered in respect to
automobile towing and similar automotive transportation services, but not in
respect to those required to report and pay taxes under chapter 82.16 RCW,;

(f) The sale of and charge made for the furnishing of lodging and all other
services by a hotel, rooming house, tourist court, motel, trailer camp, and the
granting of any similar license to use real property, as distinguished from the
renting or leasing of real property, and it shall be presumed that the occupancy
of real property for a continuous period of one month or more constitutes a rental
or lease of rcal property and not a mere license to use or enjoy the same;

(g) The sale of or charge made for tangible personal property, labor and
services to persons taxable under (a), (b), (c), (d), (e), and (f) of this subsection
when such sales or charges are for property, labor and services which are used
or consumed in whole or in part by such persons in the performance of any
activity defincd as a "sale at retail" or "retail sale" even though such property,
labor and services may be resold after such use or consumption. Nothing
contained in this subsection shall be construed to modify subsection (1) of this
section and nothing contained in subsection (1) of this section shall be construed
to modify this subsection.

(3) The term "sale at retail” or "retail sale” shall include the sale of or
charge made for personal, business, or professional services including amounts
designated as interest, rents, fees, admission, and other service emoluments
however designated, received by persons engaging in the following business
activities:

(a) Amusement and recreation services including but not limited to golf,
pool, billiards, skating, bowling, ski lifts and tows, and others;

(b) Abstract, title insurance, and escrow services;

(c) Credit bureau services;

(d) Automobile parking and storage garage services;

(e) Landscape maintenance and horticultural services but excluding (i)
horticultural services provided to farmers and (ii) pruning, trimming, repairing,
removing, and clearing of trecs and brush near electric transmission or
distribution lines or equipment, if performed by or at the direction of an electric
utility;

(f) Service charges associated with tickets to professional sporting events;

(g) Guided tours and guided charters; and
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(h) The following personal services: Physical fitness services, tanning salon
services, tattoo parlor services, massage services, steam bath services, turkish
bath services, escort services, and dating services.

(4) The term shall also include the renting or leasing of tangible personal
property to consumers and the rental of equipment with an operator.

(5) The term shall also include the providing of telephone service, as defined
in RCW 82.04.065, to consumers.

(6) The term shall not include the sale of or charge made for labor and
services rendered in respect to the building, repairing, or improving of any street,
place, road, highway, easement, right of way, mass public transportation terminal
or parking facility, bridge, tunnel, or trestle which is owned by a municipal
corporation or political subdivision of the state or by the United States and which
is used or to be used primarily for foot or vehicular traffic including mass
transportation vehicles of any kind.

(7) The term shall also not include sales of feed, seed, seedlings, fertilizer,
agents for enhanced pollination including insects such as bees, and spray
materials to persons who participate in the federal conservation reserve program
or its successor administered by the United States department of agriculture, or
to farmers for the purpose of producing for sale any agricultural product, nor
shall it include sales of chemical sprays or washes to persons for the purpose of
post-harvest treatment of fruit for the prevention of scald, fungus, mold, or
decay.

(8) The term shall not include the sale of or charge made for labor and
services rendered in respect to the constructing, repairing, decorating, or
improving of new or existing buildings or other structures under, upon, or above
real property of or for the United States, any instrumentality thereof, or a county
or city housing authority created pursuant to chapter 35.82 RCW, including the
installing, or attaching of any article of tangible personal property therein or
thereto, whether or not such personal property becomes a part of the realty by
virtue of installation. Nor shall the term include the sale of services or charges
made for the clearing of land and the moving of earth of or for the United States,
any instrumentality thereof, or a county or city housing authority.

NEW _ SECTION. Sec. 3. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and shall take effect July 1, 1995.

Passed the Senate March 9, 1995.

Passed the House April 4, 1995,

Approved by the Governor April 17, 1995, with the exception of certain
items which were vetoed.

Filed in Office of Secretary of State April 17, 1995.
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Note: Governor's explanation of partial veto is as follows:

"I am retumning herewith, without my approval as to section 1, Substitute Senate Bill
No. 5129 entitled:

"AN ACT Relating to excluding utility line clearing from the definition of retail
sale;"

This measure removes pruning, trimming, repairing, removing, and clearing trees
and brush near electric transmission or distribution lines or equipiment from the definition
of retail sale, thereby exempting such activity from state and local retail sales taxes. By
doing so, this activity is changed from the retailing classification to the service
classification for purposes of the state's busincss and occupation tax. The measure is
cffective on July I, 1995.

Section | of Substitute Scnate Bill No. 5129 states that the 1993 Legislature did not
intend to extend, nor did it believe it was extending, the sales tax to the trimming and
clearing of trees and brush near power lines. The language further asserts that the
Department of Revenue misinterpreted legislative intent by adopting a rule extending the
sales tax to such services and that it is the intent of section 2 of the bill to clarify that
these activities are not subject to the sales tax.

I believe the Department of Revenue had no alternative authority but to include the
activity in the sales tax base through its rule. The language in the 1993 legislation
pertaining to this question (E2SSB 5967) does not indicate that tree trimming near power
lines was to be excluded from the term “landscape maintenance and horticultural
services.” In addition, there was no expression at the time by the legisiature that the
department could legally rely upon to exclude such activity from the sales tax base. It
should be noted that when the sales tax was applicd to these services by this previous
legislature, horticultura! services "provided to farmers” were excluded from application
of the tax. No comparable explicit exclusion was provided for utility line clearing
services.

As a result, section 2 of Substitute Senate Bill No. 5129 serves as a substantive
change in law with application from July 1, 1995 forward. The presence of section I,
however, creates ambiguity and may encourage those who have paid sales tax on tree
trimming near utility lines since the 1993 law change to belicve they are entitled to
refunds, Administering such claims and potentially litigating this issue would lead to an
unnccessary expenditure of state funds and resources.

For these reasons, | have vetoed section | of Substitute Senate Bill No. 5129,
With the cxception of scction 1, Substitute Senate Bill No. 5129 is approved.”

CHAPTER 40
[Substitute Senate Bill 5234)
JUVENILE OFFENDER BASIC TRAINING CAMP ELIGIBILITY

AN ACT Relating to eligibility for juvenile offender basic training camp; and amending RCW
13.40.320.

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

Sec. 1. RCW 13.40.320 and 1994 sp.s. ¢ 7 s 532 are each amended to read
as follows:

(1) The department of social and health services shall establish and operate
a medium security juvenile offender basic training camp program. The
department shall site a juvenile offender basic training camp facility in the most
cost-effective facility possible and shall review the possibility of using an
existing abandoned and/or available state, federally, or military-owned site or
facility.
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(2) The department may contract under this chapter with private companies,
the national guard, or other federal, state, or local agencies to operate the
juvenile offender basic training camp, notwithstanding the provisions of RCW
41.06.380. Requests for proposals from possible contractors shall not call for
payment on a per diem basis.

(3) The juvenile offender basic training camp shall accommodate at least
seventy offenders. The beds shall count as additions to, and not be used as
replacements for, existing bed capacity at existing department of social and
health services juvenile facilities.

(4) The juvenile offender basic training camp shall be a structured and
regimented model lasting one hundred twenty days emphasizing the building up
of an offender’s self-esteem, confidence, and discipline. The juvenile offender
basic training camp program shall provide participants with basic education,
prevocational training, work-based learning, live work, work ethic skills, conflict
resolution counseling, substance abuse intervention, anger management
counseling, and structured intensive physical training. The juvenile offender
basic training camp program shall have a curriculum training and work schedule
that incorporates a balanced assignment of these or other rehabilitation and
training components for no less than sixteen hours per day, six days a week.

The department shall adopt rules for the safe and effective operation of the
juvenile offender basic training camp program, standards for an offender’s
successful program completion, and rules for the continued after-care supervision
of offenders who have successfully completed the program.

(5) Offenders eligible for the juvenile offender basic training camp option
shall be those with a disposition of ((atdeast-fifty-twe-weeks-but)) not more than
seventy-eight weeks. Violent and sex offenders shall not be eligible for the
juvenile offender basic training camp program.

(6) If the court determines that the offender is eligible for the juvenile
offender basic training camp option, the court may recommend that the
department place the offender in the program. The department shall evaluate the
offender and may place the offender in the program. The evaluation shall
include, at a minimum, a risk assessment developed by the department and
designed to determine the offender’s suitability for the program. No juvenile
who js_assessed as a high risk offender or suffers from any mental or physical
problems that could endanger his or her health or drastically affect his or her
performance in the program shall be admitted to or retained in the juvenile
offender basic training camp program.

(7) All juvenile offenders eligible for the juvenile offender basic training
camp sentencing option shall spend ((the-first)) one hundred twenty days of their
disposition in a juvenile offender basic training camp. If the juvenile offender’s
activities while in the juvenile offender basic training camp are so disruptive to
the juvenile offender basic training camp program, as determined by the secretary
according to rules adopted by the department, as to result in the removal of the
juvenile offender from the juvenile offender basic training camp program, or if
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the offender cannot complete the juvenile offender basic training camp program
due to medical problems, the secretary shall require that the offender be
committed to a juvenile institution to serve the entire remainder oi his or her
disposition, less the amount of time already served in the juvenile offender basic
training camp program.

(8) All offenders who successfully graduate from the one hundred twenty
day juvenile offender basic training camp program shall spend the remainder of
their disposition on parole in a division of juvenile rehabilitation intensive
aftercare program in the local community. The program shall provide for the
needs of the offender based on his or her progress in the aftercare program as
indicated by ongoing assessment of those needs and progress. The intensive
aftercare program shall monitor postprogram juvenile offenders and assist them
to successfully reintegrate into the community. In addition, the program shall
develop a process for closely monitoring and assessing public safety risks. The
intensive aftercare program shall be designed and funded by the department of
social and health services.

(9) The department shall also develop and maintain a data base to measure
recidivism rates specific to this incarceration program. The data base shall
maintain data on all juvenile offenders who complete the juvenile offender basic
training camp program for a period of two years after they have completed the
program. The data base shall also maintain data on the criminal activity,
educational progress, and employment activities of all juvenile offenders who
participated in the program, The department shall produce an outcome
evaluation report on the progress of the juvenile offender basic training camp
program to the appropriate committees of the legislature no later than December
12, 1996.

Passed the Senate March 13, 1995.

Passed the House April 5, 1995.

Approved by the Governor April 17, 1995.

Filed in Office of Secretary of State April 17, 1995.

CHAPTER 41
[Engrossed Senate Bill 5243)
MINIATURE HOBBY BOILER PERMITS
AN ACT Relating to special permits {or miniature boilers; and amending RCW 70.79.070.
Be it enacted by the Legislature of the State of Washington:

Sec. 1. RCW 70.79.070 and 1993 ¢ 193 s | are each amended to read as
follows:

(1) All boilers and unfired pressure vessels which were in use, or installed
ready for use in this state prior to the date upon which the first rules and
regulations under this chapter pertaining to existing installations became
effective, or during the twelve months period immediately thereafter, shall be
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made to conform to the rules and regulations of the board governing existing
installations, and the formulae prescribed therein shall be used in determining the
maximum allowable working pressure for such boilers and unfired pressure
vessels.

(2) This chapter shall not be construed as in any way preventing the use or
sale of boilers or unfired vessels as referred to in subsection (1) of this section,
provided they have been made to conform to the rules and regulations of the
board governing existing installations, and provided, further, they have not been
found upon inspection to be in an unsafe condition.

(3) A special permit may also be granted for miniature hobby boilers
((manufactured-before-January-t+1995;whieh)) that do not comply with the code
requirements of the American society of mechanical engineers adopted under this
chapter((;whieh)) and do not exceed any of the following limits:

(a) Sixteen inches inside diameter of the shell;

(b) Twenty square feet of total heating surface;

(c) Five cubic feet of gross volume of vessel; and

(d) One hundred fifty p.s.i.g. maximum allowable working pressure, and if
the boiler is to be operated exclusively not for commercial or industrial use and
the department of labor and industries finds, upon inspection, that operation of
the boiler for such purposes is not unsafe,

Passed the Senate February 15, 1995.

Passed the House April 5, 1995,

Approved by the Governor April 17, 1995,

Filed in Office of Secretary of State April 17, 1995.

CHAPTER 42
[Senate Bill 5251)
TRANSPORTATION AUTHORITY OF FIRST CLASS CITIES

AN ACT Relating to the transportation authority of first class cities; and amending RCW
35.92.060.

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

Sec. I. RCW 35.92.060 and 1991 ¢ 124 s | are each amended to read as
follows:

A city or town may also construct, condemn and purchase, purchase,
acquire, add to, alter, maintain, operate, or lease cable, electric, and other
railways, automobiles, motor cars, motor buses, auto trucks, and any and all
other forms or methods of transportation of freight or passengers within the
corporate limits of the city or town, and a first class city may also construct,
purchase, acquire, add to, alter, maintain, operate, or lease cable, electric, and
other railways beyond those corporate limits only within the boundaries of the
county m which the cny is located and of any adjommg county ((fhe!—hes—e

{heusend-&nd—&hﬂhs-nﬂ*efsee&eekby—mmfemme-hrghwey)) for the transportatlon
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of freight and passengers above, upon, or underneath the ground. It may also
fix, alter, regulate, and control the fares and rates to be charged therefor; and
fares or rates may be adjusted or eliminated for any distinguishable class of users
including, but not limited to, senior citizens, handicapped persons, and students.
Without the payment of any license fee or tax, or the filing of a bond with, or
the securing of a permit from, the state, or any department thereof, the city or
town may engage in, carry on, and operate the business of transporting and
carrying passengers or freight for hire by any method or combination of methods
that the legislative authority of any city or town may by ordinance provide, with
full authority to regulate and control the use and operation of vehicles or other
agencies of transportation used for such business.

Passed the Senate March 8, 1995.

Passed the House April 5, 1995.

Approved by the Governor April 17, 1995,

Filed in Office of Secretary of State April 17, 1995,

CHAPTER 43
[Engrossed Substitute Senate Bill 5253]
PUBLIC HEALTH IMPROVEMENT PLAN IMPLEMENTATION

AN ACT Relating to implementation of the public health improvement plan; amending RCW
41.05.240, 70.05.030, 70.05.035, 70.05.050, 70.08.040, 70.46.020, 43.72.902, and 43.72.915; adding
a new section to chapler 70.46 RCW; adding new sections to chapter 43.70 RCW; recodiflying RCW
41.05.240; repealing 1993 ¢ 492 s 244; repealing 1993 ¢ 492 s 255; repealing 1993 ¢ 492 5 256
(uncodified); providing cffeclive dates; and declaring an emergency.

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

NEW SECTION. Sec. 1. The legislature declares its intent to implement
the recommendations of the public health improvement plan by initiating a
program to provide the public health system with the necessary capacity to
improve the health outcomes of the population of Washington state and
establishing the methodology by which improvement in the health outcomes and
delivery of public health activities will be assessed.

NEW SECTION. Sec. 2. Unless the context clearly requires otherwise, the
definitions in this section apply throughout sections 1 through 3 of this act.

(1) "Capacity” means actions that public health jurisdictions must do as part
of ongoing daily operations to adequately protect and promote health and prevent
disease, injury, and premature death. The public health improvement plan
identifies capacity necessary for assessment, policy development, administration,
prevention, including promotion and protection, and access and quality.

(2) "Department” means the department of health.

(3) "Local health jurisdiction" means the local health agency, either county
or multicounty, operated hy local government, with oversight and direction from
a local board of health, that provides public health services throughout a defined
geographic area.
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(4) "Health outcomes" means long-term objectives that define optimal,
measurable, future levels of health status, maximum acceptable levels of disease,
injury, or dysfunction, or prevalence of risk factors in areas such as improving
the rate of immunizations for infants and children to ninety percent and
controlling and reducing the spread of tuberculosis and that are stated in the
public health improvement plan.

(5) "Public health improvement plan," also known as the public health
services improvement plan, means the public health services improvement plan
established under RCW 43.70.520, developed by the department, in consultation
with local health departments and districts, the state board of health, the health
services commission, area Indian health services, and other state agencies, health
services providers, and residents concerned about public health, to provide a
detailed accounting of deficits in the core functions of assessment, policy
development, and assurance of the current public health system, how additional
public health funding would be used, and to describe the benefits expected from
expanded expenditures.

(6) "Public health” means activities that society does collectively to assure
the conditions in which people can be healthy. This includes organized
community efforts to prevent, identify, preempt, and counter threats to the
public’s health.

(7) "Public health systein" means the department, the state board of health,
and local health jurisdictions,

NEW SECTION. Sec. 3. The primary responsibility of the public health
system, is to take those actions necessary to protect, promote, and improve the
health of the population. In order to accomplish tbis, the department shall:

(1) Identify, as part of the public health improvement plan, the key health
outcomes sought for the population and the capacity needed by the public health
system to fulfill its responsibilities in improving health outcomes.

(2)(a) Distribute state funds that, in conjunction with local revenues, are
intended to improve the capacity of the public health system. The distribution
methodology shall encourage system-wide effectiveness and efficiency and
provide local health jurisdictions with the flexibility both to determine gover-
nance structures and address their unique needs.

(b) Enter into with each local health jurisdiction performance-based contracts
that establish clear measures of the degree to which the local health jurisdiction
is attaining the capacity necessary to improve health outcomes. The contracts
negotiated between the local health jurisdictions and the department of health
must identify the specific measurable progress that local health jurisdictions will
make toward achieving health outcomes. A community assessment conducted
by the local health jurisdiction according to the public health improvement plan,
which shall include the results of the comprehensive plan prepared according to
RCW 70.190.130, will be used as the basis for identifying the health outcomes.
The contracts shall include provisions to encourage collaboration among local
health jurisdictions. State funds shall be used solely to expand and complement,
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but not to supplant city and county government support for public health
programs.

(3) Develop criteria to assess the degree to which capacity is being achieved
and ensure compliance by public health jurisdictions.

{4) Adopt rules necessary to carry out the purposes of chapter . . ., Laws of
1995 (this act).

(5) Biennially, within the public health improvement plan, evaluate the
effectiveness of the public health system, assess the degree to which the public
health system is attaining the capacity to improve the status of the public’s
health, and report progress made by each local health jurisdiction toward
improving health outcomes.

Sec. 4. RCW 41.05.240 and 1993 ¢ 492 s 468 are each amended to read as
follows:

Consistent with funds appropriated specifically for this purpose, the
{(autherity)) department shall establish in conjunction with the area Indian health
services system and providers an advisory group comprised of Indian and non-
Indian health care facilities and providers to formulate an American Indian health
care delivery plan, The plan shall include;

(1) Recommendations to providers and facilities methods for coordinating
and joint venturing with the Indian health services for service delivery;

{2) Methods to improve American Indian-specific health programming; and

(3) Creation of co-funding recommendations and opportunities for the unmet
health services programming needs of American Indians.

NEW SECTION. Sec. 5. RCW 41.05.240 shall be recodified as a new
section in chapter 43,70 RCW.

Sec. 6. RCW 70.05.030 and 1993 ¢ 492 s 235 are each amended to read as
follows:

In counties without a home rule charter, the board of county commissioners
shall constitute the local board of health, unless the county is part of a health
district pursuant to chapter 70.46 RCW. The jurisdiction of the local board of
health shall be coextensive with the boundaries of said county. 'The board of
county commissioners may, at its discretion, adopt an ordinance expanding the
size and composition of the board of health to include elected officials from
cities and towns and persons other than elected officials as members so long as
persons other than elected officials do not constitute a majority. An ordinance
adopted under this section shall include provisions for the appointment, term, and
compensation, or reimbursement of expenses.

Sec. 7. RCW 70,05.035 and 1993 ¢ 492 s 237 are each amended to read as
follows:

In counties with a home rule charter, the county legislative authority shall
establish a local board of health and may prescribe the membership and selection
process for the board. The county legislative authority may appoint to the board
of health elected officials from cities and towns and persons other than elected

[126]



WASHINGTON LAWS, 1995 Ch. 43

officials as members so long as persons other than elected officials do not
constitute a majority. _The county legislative authority shall specify the appoint-
ment, term, and compensation or reimbursement of expenses. The jurisdiction
of the local board of health shall be coextensive with the boundaries of the
county. The local health officer, as described in RCW 70.05.050, shall be
appointed by the official designated under the provisious of the county charter.
The same official designated under the provisions of the county charter may
appoint an administrative officer, as described in RCW 70.05.045.

Sec. 8. RCW 70.05.050 and 1993 c 492 s 238 are each amended to read as
follows:

The local health officer shall be an experienced physician licensed to
practice medicine and surgery or osteopathy and surgery in this state and who
is qualified or provisionally qualified in accordance with the standards prescribed
in RCW 70.05.051 through 70.05.055 to hold the office of local health officer.
No term of office shall be established for the local health officer but the local
health officer shall not be removed until after notice is given, and an opportunity
for a hearing before the b ~rd or official responsible for his or her appointment
under this section as to the reason for his or her removal. The local health
officer shall act as executive secretary to, and administrative officer for the local
board of health and shall also be empowered to employ such technical and other
personnel as approved by the local board of health except where the local board
of health has appointed an administrative officer under RCW 70.05.040. The
local health officer shall be paid such salary and allowed such expenses as shall
be determined by the local board of health. In home rule counties that are part
of a health district under this chapter and chapter 70.46 RCW the local health
officer and administrative officer shall be a_oipted b _the local board of health.

Sec. 9. RCW 70.08.040 and 1985 ¢ 124 s 4 are each amended to read as
follows:

Notwithstanding any provisions to the contrary contained in any city or
county charter, where a combined department is established under this chapter,
the director of public health under this chapter shall be appointed by the county

executive of the county and the mayor of the city ((for-a-term-of-fouryears-and
WWHM&MMMM

fef-addmenal-feuf—yeef-&ems)) The appomtmcnt shall be effectlvc only upon

a majority vote confirmation of the legislative authority of the county and the
legislative authority of the city. The director may be removed by the county
executive of the county, after consultation with the mayor of the city, upon filing
a statement of reasons therefor with the legislative authorities of the county and
the city.

Sec. 10. RCW 70.46.020 and 1993 ¢ 492 s 247 are each amended to read
as follows:
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Health districts consisting of two or more counties may be created whenever
two or more boards of county commissioners shall by resolution establish a
district for such purpose. Such a district shall consist of all the area of the
combined counties. The district board of health of such a district shall consist
of not less than five members for districts of two counties and seven members
for districts of more than two counties, including two representatives from each
county who are members of the board of county commissioners and who are
appointed by the board of county commissioners of each county within the
district, and shall have a jurisdiction coextensive with the combined boundaries.
The boards of county commissioners may by resolution or ordinance provide for
elected officials from cities and towns and persons other than elected officials as
members of the district board of health so long as persons other than elected
officials do not constitute a majority. A resolution or ordinance adopted under
this _section must_specify the provisions for the appointment, term, and
compensation, or reimbursement of expenses. Any multicounty health district
existing on the effective date of this act shall continue in existence unless and
until changed by affirmative action of all boards of county commissioners or one
or more counties withdraws pursuant to RCW 70.46.090.

At the first meeting of a district board of health the members shall elect a
chair to serve for a period of one year.

NEW SECTION. Sec. 11. A new section is added to chapter 70.46 RCW
to read as follows:

A health district to consist of one county may be created whenever the
county legislative authority of the county shall pass a resolution or ordinance to
organize such a health district under chapter 70.05 RCW and this chapter.

The resolution or ordinance may specify the membership, representation on
the district health board, or other matters relative to the formation or operation
of the health district. The county legislative authority may appoint elected
officials from cities and towns and persons other than elected officials as
members of the health district board so long as persons other than elected
officials do not constitute a majority.

Any single county health district existing on the effective date of this act
shall continue in existence unless and until changed by affirmative action of the
county legislative authority.

Sec. 12. RCW 43.72.902 and 1993 ¢ 492 s 470 are each amended to read
as follows:

The public health services account is created in the state treasury. Moneys
in the account may be spent only after appropriation. Moneys in the account
may be expended only for maintaining and improving the health of Washington
residents through the public health system. For purposes of this section, the
public health system shall consist of the state board of health, the state
department of health, and local health departments and districts, ((Funds
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ef-financial-menagement))
NEW SECTION. Sec. 13. Sections 1 through 3 of this act are each added
to chapter 43.70 RCW.

NEW SECTION. Sec. 14. If any provision of this act or its application to
any person or circumstance is held invalid, the remainder of the act or the
application of the provision to other persons or circumstances is not affected.

Sec. 15. RCW 43.72.915 and 1993 sp.s. ¢ 25 s 603 are each amended to
read as follows:

This act is necessary for the immediate preservation of the public peace,
health, or safety, or support of the state go.ernment and its existing public
institutions, and shall take effect July 1, 1993, except for:

(1) Sections 234 through 243, 245 through 254, and 257 of this act, which
shall take effect ((Fuly—+-1993)) January 1, 1996 or January 1, 1998, if funding
is not provided as set forth in section 17(4) of this act; and

(2) Sections 301 through 303 of this act, which shall take effect January 1,
1994,

NEW SECTION. Sec. 16. The following acts or parts of acts are each
repealed, effective June 30, 1995:

(1) 1993 ¢ 492 s 244;

(2) 1993 c 492 s 256 (uncodified); and

(3) 1993 ¢ 492 s 255.

NEW SECTION. Sec. 17. (1) Sections 15 and 16 of this act are necessary
for the immediate preservation of the public peace, health, or safety, or support
of the state government and its existing public institutions, and shall take effect
June 30, 1995.

(2) Sections 1 through 5, 12, and 13 of this act are necessary for the
immediate preservation of the public peace, health, or safety, or support of the
state government and its existing public institutions, and shall take effect July I,
1995,

(3) Section 9 of this act is necessary for the immediate preservation of the
public peace, health, or safety, or support of the state government and its existing
public institutions, and shall take effect immediately.

(4) Sections 6 through 8, 10, and 11 of this act take effect January 1, 1996,
if funding of at least two million two hundred fifty thousand dollars, is provided
by June 30, 1995, in the 1995 omnibus appropriations act or as a result of the
passage of Senate Bill No. 6058, to implement the changes in public health
governance as outlined in this act. If such funding is not provided, sections 6
through 8, 10, and 11 of this act shall take effect January 1, 1998,
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Passed the Senate March 10, 1995.

Passed the House April 5, 1995.

Approved by the Governor April 17, 1995,

Filed in Office of Secretary of State April 17, 1995.

CHAPTER 44
[Substitute Senate Bill 5278]
AWARDS TO PERSONS FOUND NOT GUILTY BY REASON OF SELF-DEFENSE

AN ACT Relating to awards to persons found not guilty by reason of self-defense; and
amending RCW 9A.16.110.

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

Sec. 1. RCW 9A.16.110 and 1989 ¢ 94 s | are each amended to read as
follows:

(1) No person in the state shall be placed in legal jeopardy of any kind
whatsoever for protecting by any reasonable means necessary, himself or herself,
his or her family, or his or her real or personal property, or for coming to the aid
of another who is in imminent danger of or the victim of assault, robbery,
kidnapping, arson, burglary, rape, murder, or any other ((heineus)) violent crime
as defined in RCW 9. 94A 030

intent-of-this-seetion)) person charged with a crime listed in subsection (1) of this
section is found not guilty by reason of self-defense, the state of Washington
shall ((indemnify-or)) reimburse ((sueh)) the defendant for all reasonable costs,
including loss of time, legal fees incurred, ((e¥)) and other expenses involved in
his or her defense. This ((indemnifieation-of)) reimbursement ((is-an-award-of

To award these reasonable costs the wrier of fact must find that the defendant’s
claim of self-defense was sustained by a preponderance of the evidence((:

PROVUBDED-HOWEMER—That-nething—shall-preelude)). If the trier of fact

makes a determination of self-defense, the judge shall determine the amount of
the award.

(3) Notwithstanding a finding that a defendant’s actions were justified by
self-defense, if the trier of fact also determines that the defendant was engaged
in criminal conduct substantially related to the events giving rise to the charges
filed against the defendant the judge may deny or reduce the amount of the
award. In determining the amount of the award, the judge shall also consider the
seriousness of the initial criminal conduct.

Nothing in_this section precludes the legislature from ((granting—a-higher
aware-threugh)) using the sundry claims process to grant an award where none
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was granted under this section or to prant a higher award than one granted under
this_section,

((63))) (4) Whenever the issue of self-defense under this section is decided
by a judge ((er—whenever—a—judge-exereises—the—diseretion—autherized—under
subseetion-(2)-of-this-section-in-determining-an-award)), the judge shall consider
the same questions as must be answered in the special verdict under subsection
(4) of this section.

(&) (5) Whenever the issue of self-defense under this section has been
submitted to a jury, and the jury has found the defendant not guilty, ((erd-the
wdge—has—wam&ed-&n-&wefd-de&efmmaﬂen—mhe-jafy-)) the court shall instruct

the jury to return a special verdict in substantially the following form:

answer
yes or no
1. Was the finding of not guilty based upon
self-defense? ...
2. If your answer to question | is no, do not answer the
remaining question.
. If your answer to question | is yes, was the defen-
dant:
. Protecting himself or herself? ...,
. Protecting his or her family? ...,
. Protecting his or her property? ...,
. Coming to the aid of another who was in imminent
danger of a heinous crime? ...,
¢. Coming to the aid of another who was the victim of
a heinous crime? ..
f. Engaged in criminal conduct substantially related to
the events piving rise to the crime with which the
defendant is charged? ...

Passed the Senate March 9, 1995.

Passed the House April 5, 1995.

Approved by the Governor April 17, 1995.

Filed in Office of Secretary of State April 17, 1995.

w

oo o

CHAPTER 45
[Senate Bill 5294)
MUNICIPAL FIRE FIGHTERS—RETIREMENT

AN ACT Relating to retirement provisions for municipal fire fighters; and amending RCW
41.24.030.

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

Sec. 1. RCW 41.24.030 and 1992 ¢ 97 s 1 are each amended to read as
follows:
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(1) There is created in the state treasury a trust fund for the benefit of the
fire fighters of the state covered by this chapter, which shall be designated the
volunteer fire fighters’ relief and pension principal fund and shalt consist of:

(a) All bequests, fees, gifts, emoluments, or donations given or paid to the
fund.

(b) An annual fee for each member of its fire department to be paid by each
municipal corporation for the purpose of affording the members of its fire
department with protection from death or disability as provided in this chapter
as follows:;

(i) Ten dollars for each volunteer or part-paid member of its fire department;

(ii) A sum equal to one and one-half of one percent of the annual satary
attached to the rank of each fult-paid member of its fire department, prorated for
1970 on the basis of services prior to March 1, 1970,

(c) Where a municipal corporation bas elected to make available to the
members of its fire department the retirement provisions as provided in this
chapter, an annual fee of sixty dollars for each of its fire fighters electing to
enroll therein, thirty dollars of which shall be paid by the municipality and thirty
doltars of which shall be paid by the fire fighter. However, nothing in this
section prohibits any municipality from voluntarily paying the fire fighters® share
of the retirement provision.

(d) Forty percent of all moneys received by the state from taxes on fire
insurance premiums shall be paid into the state treasury and credited to the
administrative fund created in subsection (2) of this section.

(e) The state investment board, upon request of the state treasurer shall have
full power to invest or reinvest such portion of the amounts credited to the
principat fund as is not, in the judgment of the treasurer, required to meet current
withdrawals. Such investments shalt be made in the manner prescribed by RCW
43.84.150 and not otherwise.

(f) All bonds or other obligations purchased according to (e) of this
subsection shalt be forthwith placed in the custody of the state treasurer, and he
or she shall collect the principal thereof and interest thereon when due,

The state investment board may selt any of the bonds or obligations so
acquired and the proceeds thereof shall be paid to the state treasurer.

The interest and proceeds from the sale and redemption of any bonds or
other obligations held by the fund and invested by the state investment board
shall be credited to and form a part of the principat fund, less the allocation to
the state investment board expense account pursuant to RCW 43,33A.160.

All amounts credited to the principal fund shall be available for making the
benefit payments required by this chapter.

The state treasurer shatl make an annual report showing the condition of the
fund,

(2) The volunteer fire fighters’ relief and pension administrative fund is
hereby created in the state treasury. Moneys in the account, including
unanticipated revenues under RCW 43.79.270, may be spent only after
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appropriation, and may be used only for operating expenses of the volunteer fire
fighters’ relief and pension principal fund, the operating expenses of the
volunteer fire fighters' relief and pension administrative fund, or for transfer
from the administrative fund to the principal fund.

(a) The state board shall compute a percentage of the amounts credited to
the administrative fund to be paid into the principal fund.

(b) For the purpose of providing amounts to be used to defray the cost of
administration of the principal and administrative funds, the state board shall
ascertain at the beginning of each biennium and request from the legislature an
appropriation from the administrative fund sufficient to cover estimated expenses
for the biennium.

Passed the Senate March 2, 1995,

Passed the House April 5, 1995,

Approved by the Governor April 17, 1995.

Filed in Office of Secretary of State April 17, 1995.

CIIAPTER 46
{Senate Bill §332)
SECURITIES—REVISED PROVISIONS

AN ACT Relating to sccurities; and amending RCW 21.20.060, 21.20.090, 21.20.270,
21.20.310, 21.20.340, 21.20.380, and 21.20.390.

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

Sec. 1. RCW 21.20.060 and 1994 ¢ 256 s 7 are each amended to read as
follows:

The application shall contain whatever information the director requires
concerning such matters as;

(1) The applicant’s form and place of organization;

(2) The applicant’s proposed metkod of doing business;

(3) The qualifications and business history of the applicant and in the case
of a broker-dealer or investment adviser, any partner, officer, or director;

(4) Any injunction or administrative order or conviction of a misdemeanor
involving a security or any aspect of the securities business and any conviction
of a felony; ((and))

(5) The applicant’s financial condition and history; and

(6) The address of the principal place of business of the applicant and the
addresses of all branch offices of the applicant in this state.

The director ((efHieenses-or-the-duly-appointed-administrator)) may by rule
require a minimum capital for registered broker-dealers and investment advisers
or prescribe a ratio between net capital and aggregate indebtedness by type or
classification and may by rule allow registrants to maintain a surety bond of
appropriate amount as an alternative method of compliance with minimum capital
or net capital requirements,
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Sec. 2. RCW 21.20.090 and 1994 c 256 s 9 are each amended to read as
follows:

Registration of a broker-dealer, salesperson, investment adviser representa-
tive, or investment adviser may be renewed by filing with the director or his or
her authorized agent prior to the expiration thereof an application containing such
information as the director may require to indicate any material change in the
information contained in the original application or any renewal application for
registration as a broker-dealer, salesperson, investment adviser representative, or
investment adviser filed with the director or his or_her authorized agent by the
appllcant payment of the prescnbed fee and, m thc case of a hroker-dcaler((—e

a—da&e—wﬁhn—mne&y—day&)) or_investment advnser such ﬁnancnal reports as the

director may by rule prescribe. A registered broker-dealer or investment adviser
may file an application for registration of a successor, and the administrator may
at his or her discretion grant or deny the application.

Sec. 3. RCW 21.20.270 and 1975 1st ex.s. ¢ 84 s 14 are each amended to |
read as follows:

(1) The director may require the person who filed the registration statement
to file reports, not more often than quarterly to keep reasonably current the
information contained in the registration statement and to disclose the progress
of the offering with respect to registered securities which (a) are issued by a
face-amount certificate company or a redeemable security issued by an open-end
management company or unit investment trust as those terms are defined in the
investment company act of 1940, or (b) arc being offered and sold directly by

or for the account of the issuer. ((A—ten-delarfee-shall-nceompany-each-such
feport))

(2) During the period of puhlic offering of securities registered under the
provisions of this chapter by qualification financial data or statements corre-
sponding to those required under the provisions of RCW 21.20.210 and to the
issuer's fiscal year shall be filed with the director annually, not more than one
hundred twenty days after the end of each such year. Such statements at the
discretion of the director or administrator shall be certified by a certified public
accountant who is not an employee of the issuer, and the director may verify
them by examining the issuer’s books and records. The certificate of such
independent certified public accountant shall be based upon an audit of not less
in scope or procedures followed than that which independent public accountants
would ordinarily make for the purpose of presenting comprehensive and
dependable financial statements, and shall contain such information as the
director may prescribe, by rules ((end-regulations)) in the public interest or for
the protection of investors, as to the nature and scope of the audit and the
findings and opinions of the accountants. Each such report shall state that such
independent certified public accountant has verified securities owned, either by
actual examination, or hy receipt of a certificate from the custodian, as the

director may prescribe by rules ((and-regilations)).
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Sec. 4. RCW 21,20.310 and 1994 ¢ 256 s 18 are each amended to read as
follows:

RCW 21.20.140 through 21.20.300, inclusive, do not apply to any of the
following securities:

(1) Any security (including a revenue obligation) issued or guaranteed by
the United States, any state, any political subdivision of a state, or any agency
or corporate or other instrumentality of one or more of the foregoing; or any
certificate of deposit for any of the foregoing; but this exemption does not
include any security payable solely from revenues to be received from a
nongovernmental industrial or commercial enterprise unless such payments are
made or unconditionally guaranteed by a person whose securities are exempt
from registration by subsections (7) or (8) of this section. PROVIDED, That the
director, by rule or order, may exempt any security payable solely from revenues
to be received from a nongovernmental industrial or commercial enterprise if the
dircctor finds that registration with respect to such securities is not necessary in
the public interest and for the protection of investors.

(2) Any security issued or guaranteed by Canada, any Canadian province,
any political subdivision of any such province, any agency or corporate or other
instrumentality of one or more of the foregoing, or any other foreign government
with which the United States currently maintains diplomatic relations, if the
security is recognized as a valid obligation by the issuer or guarantor; but this
exemption does not include any security payable solely from revenues to be
received from a nongovernmental industrial or commercial enterprise unless such
payments shall be made or unconditionally guaranteed by a person whose
securities are exempt from registration by subsections (7) or (8) of this section.

(3) Any security issued by and representing an interest in or a debt of, or
guaranteed by, any bank organized under the laws of the United States, or any
bank or trust company organized or supervised under the laws of any state.

(4) Any security issued by and representing an interest in or 2 debt of, or
guaranteed by, any federal savings and loan association, or any building and loan
or similar association organized under the laws of any state and authorized to do
business in this state.

(5) Any security issued by and representing an interest in or a debt of, or
guaranteed by, any insurance company organized under the laws of this state and
authorized to do and actually doing business in this state.

(6) Any security issued or guaranteed by any federal credit union or any
credit union, industrial loan association, or similar association organized and
supervised under the laws of this state,

(7) Any security issued or guaranteed by any railroad, otner common carrier,
public utility, or holding company which is (a) subject to the jurisdiction of the
interstate commerce commission; (b) a registered holding company under the
public utility holding company act of 1935 or a subsidiary of such a company
within the meaning of that act; (c) regulated in respect of its rates and charges
by a governinental authority of the United States or any state or municipality; or
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(d) regulated in respect of the issuance or guarantee of the security by a
governmental authority of the United States, any state, Canada, or any Canadian
province; also equipment trust certificates in respect of equipment conditionally
sold or leased to a railroad or public utility, if other securities issued by such
railroad or public utility would be exempt under this subsection.

(8) Any security which meets the criteria for investment grade securities that
the director may adopt by rule.

(9) Any prime quality negotiable commercial paper not intended to be
marketed to the general public and not advertised for sale to the general public
that is of a type eligible for discounting by federal reserve banks, that arises out
of a current transaction or the proceeds of which have been or are to be used for
a current transaction, and that evidences an obligation to pay cash within nine
months of the date of issuance, exclusive of days of grace, or any renewal of
such paper which is likewise limited, or any guarantee of such paper or of any
such renewal.

(10) Any ((investment—eontraet)) security issued in connection with an
employee’s stock purchase, savings, pension, profit-sharing, or similar benefit
plan if;_(a) The plan meets the requirements for qualification as a pension, profit
sharing, or stoek bonus plan under section 401 of the internal revenue code, as
an incentive stock option plan under seetion 422 of the internal revenue code, or
as an employee stock purchase plan under section 423 of the internal revenue
code; or (b) the director is notified in writing with a copy of the plan thirty days
before offering the plan to employees in this state. In the event of late filing of
notification the director may upon application, for good cause excuse such late
filing if he or she finds it in the public interest to grant such relief,

(11) Any security issued by any person organized and operated as a
nonprofit organization as defined in RCW 84,36.800(4) exclusively for religious,
educational, fraternal, or charitable purposes and which nonprofit organization
also possesses a current tax exempt status under the laws of the United States,
which security is offered or sold only to persons who, prior to their solicitation
for the purchase of said securities, were members of, contributors to, or listed as
participants in, the organization, or their relatives, if such nonprofit organization
first files a notice specifying the terms of the offering and the director does not
by order disallow the exemption within the next ten full business days:
PROVIDED, That no offerings may be made until expiration of the ten full
business days. Every such nonprofit organization which files a notice of
exemption of such securities shall pay a filing fee as set forth in RCW
21.20.340((c2y) (11) as now or hereafter amended.

The notice shall consist of the following:

(a) The name and address of the issuer;

(b) The names, addresses, and telephone numbers of the current officers and
directors of the issuer;

(c) A short description of the security, price per security, and the number of
securities to be offered;
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{d) A statement of the nature and purposes of the organization as a basis for
the exemption under this section;

(e) A statement of the proposed use of the proceeds of the sale of the
security; and

() A statement that the issuer shall provide to a prospective purchaser
written information regarding the securities offered prior to consummation of any
sale, which information shall include the following statements: (i) "ANY
PROSPECTIVE PURCHASER IS ENTITLED TO REVIEW FINANCIAL
STATEMENTS OF THE ISSUER WHICH SHALL BE FURNISHED UPON
REQUEST."; (ii) "RECEIPT OF NOTICE OF EXEMPTION BY THE
WASHINGTON ADMINISTRATOR OF SECURITIES DOES NOT SIGNIFY
THAT THE ADMINISTRATOR HAS APPROVED OR RECOMMENDED
THESE SECURITIES, NOR HAS THE ADMINISTRATOR PASSED UPON
THE OFFERING. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE."; and (iii) "THE RETURN OF THE FUNDS OF THE
PURCHASER IS DEPENDENT UPON THE FINANCIAL CONDITION OF
THE ORGANIZATION."

(12) Any charitable gift annuities issued by a board of a state university,
regional university, or of the state college.

(13) Any charitable gift annuity issued by an insurer or institution holding
a certificate of exemption under RCW 48,38.010.

Sec. 5. RCW 21.20.340 and 1994 ¢ 256 s 20 are each amended to read as
follows:

The following fees shall be paid in advance under the provisions of this
chapter:

(1) For registration of securities by qualification, the fee shall be one
hundred dollars for the first one hundred thousand dollars of initial issue, or
portion thereof in this state, based on offering price, plus one-twentieth of one
percent for any excess over one hundred thousand dollars which are to be offered
during that year: PROVIDED, HOWEVER, That an issuer may upon the
payment of a fifty dollar fee renew for one additional twelve-month period only
the unsold portion for which the registration fee has been paid,

(2) For registration by coordination of securities issued by an investment
company, other than a closed-end company, as those terms are defined in the
Investment Company Act of 1940, the fee shall be one hundred dollars for the
first one hundred thousand dollars of initial issue, or portion thereof in this state,
based on offering price, plus one-twentieth of one percent for any excess over
one hundred thousand dollars which are to be offered in this state during that
year: PROVIDED, HOWEVER, That an issuer may upon the payment of a fifty
dollar fee renew for an additional twelve-month period the unsold portion for
which the registration fee has been paid.

(3) For registration by coordination of securities not covered by subsection
(2) of this section, the initial filing fee shall be one hundred dollars for the first
one hundred thousand dollars of initial issue, or portion thereof in this state,
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based on offering price, plus one-fortieth of one percent for any excess over one
hundred thousand dollars for the first twelve-month period plus one hundred
dollars for each additional twelve months in which the same offering is
continued.

(4) For filing annual financial statements, the fee shall be twenty-five
dollars.

(5)(a) For filing an amended offering circular after the initial registration
permit has been granted the fee shall be ten dollars.

(b) For filing a report under RCW 21.20.270(1) the fee shall be ten dollars.

(6) For registration of a broker-dealer or investment adviser, the fee shall be
one hundred fifty dollars for original registration and seventy-five dollars for
each annual renewal. When an application is denied or withdrawn the director
shall retain one-half of the fee.

(7) For registration of a salesperson or investment adviser representative, the
fee shall be forty dollars for original registration with each employer and twenty
dollars for each annual renewal. When an application is denied or withdrawn the
director shall retain one-half of the fee.

(8) If a registration of a broker-dealer, salesperson, investment adviser, or
investment adviser representative is not renewed on or before December 3 1st of
each year the renewal is delinquent. The director by rule or order may set and
assess a fee for delinquency not to exceed two hundred dollars. Acceptance by
the director of an application for renewal after December 31st is not a waiver of
delinquency. A delinquent application for renewal will not be accepted for filing
after March Ist.

(9)(a) For the transfer of a broker-dealer license to a successor, the fee shall
be fifty dollars.

(b) For the transfer of a salesperson license from a broker-dealer or issuer
to another broker-dealer or issuer, the transfer fee shall be twenty-five dollars,

(c) For the transfer of an investment adviser representative license from an
investment adviser to another investment adviser, the transfer fee shall be twenty-
five dollars.

(d) For the transfer of an investment adviser license to a successor, the fee
shall be fifty dollars,

(10) The director may provide by rule for the filing of notice of claim of
exemption under RCW 21.20.320 (1), (9), and (17) and set fees accordingly not
to exceed three hundred dollars.

(11) For filing of notification of claim of exemption from registration
pursuant to RCW 21.20.310(11), as now or hereafter amended, the fee shall be
fifty dolars for each filing.

(12) For rendering interpretative opinions, the fee shall be thirty-five dollars.

(13) For certified copies of any documents filed with the director, the fee
shall be the cost to the department.

(14) For a duplicate license the fee shall be five dollars.
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All fees collected under this chapter shall be turned in to the state treasury
and are not refundable, except as herein provided,

Sec. 6. RCW 21.20.380 and 1994 ¢ 256 s 22 are each amended to read as
follows:

(1) For the purpose of any investigation or proceeding under this chapter,
the director or any officer designated by the director may administer oaths and
affirmations, subpoena witnesses, compel their attendance, take evidence, and
require the production of any books, papers, correspondence, memoranda,
agreements, or other documents or records which the director deems relevant or
material to the inquiry.

(2) If the activities constituting an alleged violation for which the informa-
tion is sought would be a violation of this chapter had the activities occurred in
this state, the director may issue and apply to enforce subpoenas in this state at
the request of a securities agency or administrator of another state.

(3) In case of disobedience on the part of any person to comply with any
subpoena lawfully issued by the director, or on the refusal of any witness to
testify to any matters regarding which the witness may be lawfully interrogated,
a court of competent jurisdiction of any county or the judge thereof, on
application of the director, and after satisfactory evidence of wilful disobedience,
may compel obedience by proceedings for contempt, as in the case of disobedi-
ence of the requirements of a subpoena issued from such a court on a refusal to
testify therein,

Sec. 7. RCW 21.20.390 and 1994 ¢ 256 s 23 are each amended to read as
follows:

Whenever it appears to the director that any person has engaged or is about
to engage in any act or practice constituting a violation of any provision of this
chapter or any rule or order hereunder, the director may in his or her discretion:

(I) Issue an order directing the person to cease and desist from continuing
the act or practice and to take appropriate affirmative action within a reasonahle
period of time, as prescrihed by the director, to correct conditions resulting from
the act or practice_including, without limitation, a requirement to_provide
restitution: PROVIDED, That reasonable notice of and opportunity for a hearing
shall be given: PROVIDED, FURTHER, That the director may issue a
temporary order pending the hearing which shall remain in effect until ten days
after the hearing is held and which shall become final if the person to whom
notice is addressed does not request a hearing within fifteen days after the receipt
of notice; or

(2) The director may without issuing a cease and desist order, bring an
action in any court of competent jurisdiction to enjoin any such acts or practices
and to enforce compliance with this chapter or any rule or order hereunder. The
court may grant such ancillary relief as it deems appropriate. Upon a proper
showing a permanent or temporary injunction, restraining order, or writ of
mandamus shall be granted and a receiver or conservator may be appointed for
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the defendant or the defendant’s assets. The director may not be required to post
a bond. If the director prevails, the director shall be entitled to a reasonable
attorney's fee to be fixed by the court.

(3) Whenever it appears to the director that any person who has received a
permit to issue, sell, or otherwise dispose of securities under this chapter,
whether current or otherwise, has become insolvent, the director may petition a
court of competent jurisdiction to appoint a receiver or conservator for the
defendant or the defendant’s assets. The director may not be required to post a
bond.

{(4) The director may bring an action for restitution or damages on behalf of
the persons injured by a violation of this chapter, if the court finds that private
civil action would be so burdensome or expensive as to be impractical,

Passed the Senate March 7, 1995.

Passed the House April 4, 1995.

Approved by the Governor April 17, 1995,

Filed in-Office of Secretary of State April 17, 1995.

CHAPTER 47
[Substitute Senate Bill 5334]
BUSINESS CORPORATION ACT—REVISIONS

AN ACT Relating to the Washington business corporation act; amending RCW 23B.14.220,
23B.14,300, 23B.14.330, 23B.14.340, 23B.07.320, 23B.08.080, and 34.08.020; reenacting and
amending RCW 23B.01.400; and adding a new section to chapter 23B.14 RCW,

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

Sec. 1. RCW 23B.01.400 and 1991 ¢ 269 s 35 and 1991 ¢ 72 s 28 are each
reenacted and amended to read as follows:

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

(1) "Articles of incorporation” include amended and restated articles of
incorporation and articles of merger.

(2) "Authorized shares" means the shares of all classes a domestic or foreign
corporation is authorized to issue.

(3) "Conspicuous” means so written that a reasonable person against whom
the writing is to operate should have noticed it. For example, printing in italics
or boldface or contrasting color, or typing in capitals or underlined, is conspicu-
ous.

(4) "Corporation” or "domestic corporation” means a corporation for profit,
which is not a foreign corporation, incorporated under or subject to the
provisions of this title.

(5) "Deliver" includes (a) mailing and (b) for purposes of delivering a
demand, consent, or waiver to the corporation or one of its officers, transmission
by facsimile equipment.
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(6) "Distribution" means a direct or indirect transfer of money or other
property, except its own shares, or incurrence of indebtedness by a corporation
to or for the benefit of its shareholders in respect to any of its shares. A
distribution may be in the form of a declaration or payment of a dividend; a
distribution in partial or complete liquidation, or upon voluntary or involuntary
dissolution; a purchase, redemption, or other acquisition of shares; a distribution
of indebtedness; or otherwise.

(7) "Effective date of notice" has the meaning provided in RCW 23B (:1.410.

(8) "Employee" includes an officer but not a director. A director may
accept duties that make the director also an employee.

(9) "Entity" includes a corporation and foreign corporation, not-foi -profit
corporation, profit and not-for-profit unincorporated association, business trust,
estate, partnership, trust, and two or more persons having a joint or common
economic interest, and the state, United States, and a foreign government,

(10) "Foreign corporation” means a corporation for profit incorporated under
a law other than the law of this state.

(11) "Foreign limited partnership” means a partnership formed under laws
other than of this state and having as partners one or more general partners and
one or more limited partners.

(12) "Governmental subdivision" includes authority, county, district, and
municipality.

(13) "Includes" denotes a partial definition.

(14) "Individual" includes the estate of an incompetent or deceased
individual,

(15) "Limited partnership” or "domestic limited partnership" means a
partnership formed by two or more persons under the laws of this state and
having one or more general partners and one or more limited partners,

(16) "Means" denotes an exhaustive definition.

(17) "Notice" has the meaning provided in RCW 23B.01.410.

(18) "Person" includes an individual and an entity.

(19) "Principal office” means the office, in or out of this state, so designated
in the annual report where the principal executive offices of a domestic or
foreign corporation are located.

(20) "Proceeding” includes civil suit and criminal, administrative, and
investigatory action.

(21) "Public company" means a corporation that has a class of shares
registered with the federal securities and exchange commission pursuant to
section 12 of the securities exchange act of 1934, or section 8 of the investment
company act of 1940, or any successor statute, and that has more than three
hundred holders of record of its shares.

(22) "Record date" means the date established under chapter 23B.07 RCW
on which a corporation determines the identity of its shareholders and their
shareholdings for purposes of this title. The determinations shall be made as of
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the close of business on the record date unless another time for doing so is
specified when the record date is fixed.

(23) "Secretary” means the corporate officer to whom the board of directors
has delegated responsibility under RCW 23B.08.400(3) for custody of the
minutes of the meetings of the board of directors and of the sharcholders and for
authenticating records of the corporation.

(24) "Shares" means the units into which the proprietary interests in a
corporation are divided.

(25) "Sharcholder” means the person in whose name shares are registered
in the records of a corporation or the beneficial owner of shares to the extent of
the rights granted by a nominee certificate on file with a corporation.

(26) "State,” when referring to a part of the United States, includes a state
and commonwealth, and their agencies and governmental subdivisions, and a
territory and insular possession, and their agencies and governmental subdivi-
sions, of the United States.

(27) "Subscriber” means a person who subscribes for shares in a corporation,
whether before or after incorporation.

(28) "United States" includes a district, authority, bureau, commission,
department, and any other agency of the United States.

(29) "Voting group” means all shares of one or more classes or series that
under the articles of incorporation or this title are entitled to vote and be counted
together collectively on a matter at a meeting of shareholders. All shares entitled
by the articles of incorporation or this title to vote generally on the matter are for
that purpose a single voting group.

Sec. 2. RCW 23B.14.220 and 1989 ¢ 165 s 162 are each amended to read
as follows:

(1) A corporation administratively dissolved under RCW 23B.14.210 may
apply to the secretary of state for reinstatement within ((¢we)) five years after the
effective date of dissolution. The application must:

(a) Recite the name of the corporation and the effective date of its
administrative dissolution;

(b) State that the ground or grounds for dissolution either did not exist or
have been eliminated; and

(c) State that the corporation’s name satisfies the requirements of RCW
23B.04.010.

(2) If the secretary of state determines that the application contains the
information required by subsection (1) of this section and that the name is
available, the secretary of state shall reinstate the corporation and give the
corporation written notice of the reinstatement that recites the effective date of
reinstatement. If the name is not available, the corporation must file articles of
amendment changing its name with its application for reinstatement.

(3) When the reinstatement is effective, it relates back to and takes effect
as of the effective date of the administrative dissolution and the corporation
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resumes carrying on its business as if the administrative dissolution had never
occurred.

(4) The application must be authorized either by action of the shareholders,
or of the corporation’s board of directors, membership in both groups determined
as of the date of administrative dissolution, If vacancies in the board of directors
occur after the date of dissolution, the shareholders, or the remaining directors,
even if less than a quorum of the board, may fill the vacancies. A special
meeting of the shareholders for purposes of authorizing the application for
reinstatement, or for purposes of electing directors, may be called by any person
who was an officer, director, or shareholder of the corporation at the time of
administrative dissolution.

Sec. 3. RCW 23B.14.300 and 1993 ¢ 290 s 3 are each amended to read as
follows:

The superior courts may dissolve a corporation:

(1) In a proceeding by the attorney general if it is established that:

(a) The corporation obtained its articles of incorporation through fraud; or

(b) The corporation has continued to exceed or abuse the authority conferred
upon it by law;

(2) In a proceeding by a shareholder if it is established that:

(a) The directors are deadlocked in the management of the corporate affairs,
the shareholders are unable to break the deadlock, and irreparable injury to the
corporation is threatened or being suffered, or the business and affairs of the
corporation can no longer be conducted to the advantage of the shareholders
generally, because of the deadlock;

(b) The directors or those in control of the corporation have acted, are
acting, or will act in a manner that is illegal, oppressive, or fraudulent;

(c) The shareholders are deadlocked in voting power and have failed, for a
period that includes at least two consecutive annual meeting dates, to elect
successors to directors whose terms have expired, and irreparable injury to the
corporation is threatened or being suffered, or the business and affairs of the
corporation can no longer be conducted to the advantage of the shareholders
generally, because of the deadlock;

(d) The corporate assets are being misapplied or wasted; or

(e) The corporation has ceased all business activity and has failed, within a
reasonable time, to dissolve, to liquidate its assets, or to distribute its remaining
assets among its shareholders;

(3) In a proceeding by a creditor if it is established that:

(a) The creditor’s claim has been reduced to judgment, the execution on the
judgment was returned unsatisfied, and the corporation is insolvent; or

(b) The corporation has admitted in writing that the creditor’s claim is due
and owing and the corporation is insolvent; or

(4) In a proceeding by the corporation to have its voluntary dissolution
continued under court supervision.
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Sec. 4. RCW 23B.14.330 and 1989 ¢ 165 s 166 are each amended to read
as follows:

(1) If after a hearing the court determines that one or more grounds for
judicial dissolution described in RCW 23B.14.300 exist, it may enter a decree
dxssolvmg the corporatlon and specxfymg the effecuvc date of the dlssoluuon.

mmry—ef-sfa&e—%e-shaﬂ-ﬁ%e—ﬁ)) or, wnh or wnthout ordcrmg dxssolutlon, may

make such other orders and decrees and issue such injunctions in the case as
justice and equity require.

(2) ((After-entering—the)) The court shall not enter or sign any decree of
dissolution until it receives a copy of a revenue clearance certificate for the
corporation issued pursuant to RCW 82.32.260.

(3) If the court enters a decree of dissolution, the petitioner or moving party
shall deliver a certified copy of the decree and a copy of the revenue clearance
certificate to the secretary of state, who shall file them. The court shall then
direct the winding up and liquidation of the corporation’s business and affairs in
accordance with RCW 23B.14.050 ((ard—the—netifieation—of—elaimanta—in
aeeordanee-with-RCW-23B-14:060)).

Sec. 5. RCW 23B.14.340 and 1990 ¢ 178 s 6 are each amended to read as
follows:

The dissolution of a corporation either: (1) By the ((issuanee-of-a-eertifieate
of)) filing by the secretary of state of its articles of dissolution, (2) by adminis-
trative dissolution by the secretary of state, (2})) (3) by a decree of court, or
((6Y)) (4) by expiration of its period of duration shall not take away or impair
any remedy available against such corporation, its directors, officers, or
shareholders, for any right or claim existing, or any liability incurred, prior to
such dissolution if action or other proceeding thereon is commenced within two
years after the date of such dissolution. Any such action or proceeding against
the corporation may be defended by the corporation in its corporate name.

ol Sec. 6. RCW 23B.07.320 and 1993 ¢ 290 s 4 are each amended to read as
ollows:

(1) An agreement among the shareholders of a corporation that is not
contrary to public policy and that complies with this section is effective among
the shareholders and the corporation even though it is inconsistent with one or
more other provisions of this title in that it:

(a) Eliminates the board of directors or restricts the discretion or powers of
the board of directors;

(b) Governs the authorization or making of distributions whether or not in
proportion to ownership of shares, subject to the limitations in RCW 23B.06.400;

(c) Establishes who shall be directors or officers of the corporation, or their
terms of office or manner of selection or removal;
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(d) Governs, in general or in regard to specific matters, the exercise or
division of voting power by or between the shareholders and directors or by or
among any of them, including use of weighted voting rights or director proxies;

(e) Establishes the terms and conditions of any agreement for the transfer
or use of property or the provision of services between the corporation and any
shareholder, director, officer, or employee of the corporation or among any of
them;

(f) Transfers to one or more shareholders or other persons all or part of the
authority to exercise the corporate powers or to manage the business and affairs
of the corporation;

() ((Reselves-any-issue-nboni—which-there-exists)) Provides a process by
which a deadlock among directors or shareholders may be resolved;

(h) Requires dissolution of the corporation at the request of one or more
shareholders or upon the occurrence of a specified event or contingency; or

(i) Otherwise governs the exercise of the corporate powers or the manage-
ment of the business and affairs of the corporation or the relationship among the
shareholders, the directors, and the corporation, or among any of them((-and-is
not-contrary-to-publie-peliey)).

(2) An agreement authorized by this section shall be:

(a) Set forth in a written agreement that is signed by all persons who are
shareholders at the time of the agreement and is made known to the corporation;

(b) Suhject to amendment only by all persons who are shareholders at the
time of the amendment, unless the agreement provides otherwise; and

(c) Valid for ten years, unless the agreement provides otherwise,

(3) The existence of an agreement authorized by this section shall be noted
conspicuously on the front or back of each certificate for outstanding shares or
on the information statement required by RCW 23B.06.260(2). If at the time of
the agreement the corporation has shares outstanding represented by certificates,
the corporation shall recall the outstanding certificates and issue substitute
certificates that comply with this subsection. The failure to note the existence
of the agreement on the certificate or information statement shall not affect the
vahdlty of the agrcemcnt or any acuon taken pursuant to it. ((Any—purehmef—ef

agrecmcnt prowdcs otherwnc. any person who acquires outstandmg or_newly

issued shares in the corporation after an agreement authorized by this section has
been effected, whether by purchase, gift, operation of law, or otherwise, is
deemed to have assented to the agreement and to be a party to the agreement.
A purchaser of shares who is aggrieved hecause he or she at the time of
purchase did not have actual or constructive knowledge of the existence of the
agreement may either: (a) Bring an action to rescind the purchase within the
earlier of ninety days after discovery of the existence of the agreement or two
years after the purchase of the shares; or (h) continue to hold the shares subject
to the agreement but with a right of action for any damages resulting from
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nondisclosure of the existence of the apreement. A purchaser shall be deemed
to have constructive knowledge of the existence of the agreement if its existence
is noted on the certificate or information statement for the shares in compliance
with this subsection and, if the shares are not represented by a certificate, the
information statement is delivered to the purchaser at or prior to the time of

purchase of lhe shares ((An-eeﬂen—&e—enfefee—the—ﬂght-ef—fesetwen—mﬁhemed

discovery—of-the .»

(4) An agreement authorized by this'section shall cease to be effective when
shares of the corporation are listed on a national securities exchange or regularly
traded in a market maintained by one or more members of a national or affiliated
securities association.

(5) An agreement authorized by this section that limits the discretion or
powers of the board of directors shall relieve the directors of, and impose upon
the person or persons in whom such discretion or powers are vested, liability for
acts or omissions imposed by law on directors to the extent that the discretion
or powers of the directors are limited by the agreement.

(6) The existence or performance of an agreement authorized by this section
shal! not be a ground for imposing personal liability on any shareholder for the
acts or debts of the corporation even if the agreement or its performance treats
the corporation as if it were a partnership or results in failure to observe the
corporate formalities otherwise applicable to the matters governed by the
agreement,

(7) Incorporators or subscribers for shares may act as shareholders with
respect to an agreement authorized by this section if no shares have been issued
when the agreement is made.

Sec. 7. RCW 23B.08.080 and 1989 ¢ 165 s 87 are each amended to read
as follows:

(1) The shareholders may remove one or more directors with or without
cause unless the articles of incorporation provide that directors may be removed
only for cause,

(2) If a director is elected by holders of one or more authorized classes or
series of shares, only the holders of those classes or series of shares may
participate in the vote to remove the director.

(3) If cumulative voting is authorized, ((8)) and if less than the entire board
is to be removed, no director may ((ret)) be removed if the pumber of votes
sufficient to elect the director under cumulative voting is voted apainst the
director’s removal. If cumulative voting is not authorized, a director may be
removed only if the number of votes cast to remove the director exceeds the
number of votes cast not to remove the director.

(4) A director may be removed by the shareholders only at a special meeting
called for the purpose of removing the director and the meeting notice must state
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that the purpose, or one of the purposes, of the meeting is removal of the
director.

NEW SECTION. Sec. 8. A new section is added to chapter 23B.14 RCW
to read as follows:

On the first day of each month, the secretary of state shall prepare a list of
corporations dissolved during the preceding month pursuant to RCW 23B.14.030,
23B.14.210, and 23B.,14.330.

Sec. 9. RCW 34.08.020 and 1987 ¢ 186 s 8 are each amended to read as
follows:

There is hereby created a state publication to be called the Washington State
Register, which shall be published on no less than a monthly basis. The register
shall contain, but is not limited to, the following materials received by the code
reviser's office during the pertinent publication period:

(1)(a) The full text of any proposed new or amendatory rule, as defined in
RCW 34.05.010, and the citation of any existing rules the repeal of which is
proposed, prior to the public hearing on such proposal. Such material shall be
considered, when published, to be the official notification of the intended action,
and no state agency or official thereof may take action on any such rule except
on emergency rules adopted in accordance with RCW 34.05.350, until twenty
days have passed since the distribution date of the register in which the rule and
hearing notice have been published or a notice regarding the omission of the rule
has been published pursuant to RCW 34.05.210(4) as now or hereafter amended;

(b) The small business economic impact statement, if required by RCW
19.85.030, preceding the full text of the proposed new or amendatory rule;

(2) The full text of any new or amendatory rule adopted, and the citation of
any existing rule repealed, on a permanent or emergency basis;

(3) Executive orders and emergency declarations of the governor;

(4) Public meeting notices of any and all agencies of state government,
including state elected officials whose offices are created by Article III of the
state Constitution or RCW 48.02.010;

(5) Rules of the state supreme court which have been adopted but not yet
published in an official permanent codification;

(6) Summaries of attorney general opinions and letter opinions, noting the
number, date, subject, and other information, and prepared by the attorney
general for inclusion in the register;

(7) Juvenile disposition standards and security guidelines proposed and
adopted under RCW 13.40.030;

(8) Proposed and adopted rules of the commission on judicial conduct;
((end))

(9) The maximum allowable rates of interest and retail installment contract
service charges filed by the state treasurer under RCW 19.52.025 and 63.14.135.
In addition, the highest rate of interest permissible for the current month and the
maximum retail installment contract service charge for the current year shall be
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published in each issue of the register. The publication of the maximum
allowable interest rate established pursuant to RCW 19.52.025 shall be
accompanied by the following advisement: NOTICE: FEDERAL LAW
PERMITS FEDERALLY INSURED FINANCIAL INSTITUTIONS IN THE
STATE TO CHARGE THE HIGHEST RATE OF INTEREST THAT MAY BE
CHARGED BY ANY FINANCIAL INSTITUTION IN THE STATE. THE
MAXIMUM ALLOWABLE RATE OF INTEREST SET FORTH ABOVE MAY
NOT APPLY TO A PARTICULAR TRANSACTION; and

(10) A list of corporations dissolved during the preceding mouth filed by the
secretary of state under chapter 23B.14 RCW.

Passed the Senate March 9, 1995.

Passed the House April 5, 1995.

Approved by the Governor April 17, 1995.

Filed in Office of Secretary of State April 17, 1995.

CHAPTER 48
[Substitute Senate Bilt 5335)
UNIFORM COMMERCIAL CODE—INVESTMENT SECURITIES

AN ACT Relating to updating uniform commercial code provisions on investment securities;
amending RCW 62A.8-101, 62A.8-102, 62A.8-103, 62A.8-104, 62A.8-105, 62A.8-106, 62A.8-107,
62A.8-108, 62A.8-201, 62A.8-202, 62A.8-203, 62A.8-204, 62A.8-205, 62A .8-206, 62A.8-207, 62A.8-
208, 62A.8-301, 62A.8-302, 62A 8-303, 62A.8-304, 62A 8-305, 62A 8-306, 62A 8-307, 62A.8-401,
62A.8-402, 62A.8-403, 62A.8-404, 62A.8-405, 62A 8-406, 62A.8-407, 62A.1-206, 62A.4-104, 62A.5-
114, 62A.9-103, 62A.9-105, 62A.9-106, 62A.9-203, 62A.9-301, 62A.9-304, 62A.9-305, 62A.9-306,
62A.9-309, 62A.9-312, and 62A.10-104; reenacting and amending RCW 62A.1-105 and 62A.9-302;
adding new sections to Title 62A RCW; creating a new section; repealing RCW 21.17.010,
21.17.020, 21.17.030, 21.17.040, 21.17.050, 21.17.060, 21.17.070, 21.17.080, 21.17.090, 21.17.900,
21.17.910, 62A.8-308, 62A.8-309,62A.8-310,62A.8-311,62A.8-312, 62A.8-313, 62A.8-314, 62A 8-
315,62A.8-316,62A.8-317,62A.8-318,62A 8-319, 62A.8-320, 62A 8-321, and 62A.8-408; providing
an effective date; and declaring an emergency.

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

PART 1
SHORT TITLE AND GENERAL MATTERS

Sec. 1. RCW 62A.8-101 and 1965 ex.s. ¢ 157 s 8-101 are each amended
to read as follows:

SHORT TITLE. This Article ((shall-be—lenewn—and)) may be cited as
Uniform Commercial Code—Investment Securities.

Sec. 2. RCW 62A.8-102 and (986 ¢ 35 s 1 are each amended to read as
follows:

DEFINITIONS ((AND-INBEX-OE-BEFINITIONS)). (1) In this Article((
unless-the-content-otherwise-requires)):
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(a) (()) "Adverse claim” means a claim that a claimant has a property
interest in a financial asset and that it is a violation of the rights of the claimant
for another person to hold, transfer, or deal with the financial asset.

(b) "Bearer form," as applied to a certificated security, means a form in
which the security is payable to the bearer of the security certificate according
to its terms but not by reason of an indorsement.

(c) "Broker" means a person defined as a broker or dealer under the federal
securities laws, but without excluding a bank acting in that capacity.

(__)_ "Certlﬁcated secunty" ((ﬁ-e-ﬁme—pemefpauen—er—e(-her—mfefest—m

)-An)) a_certificate.
(e) "Clearing corporation" means:
(i) A person that is repistered as a "clearing agency" under the federal

securities laws;
(ii) A federal rescrve bank; or

(iii) Any other person that provides clearance or settlement services with
respect to financial assets that would require it to register as a clearing agency
under the federal securities laws but for an exclusion or exemption from the
registration_requirement, if its activities as a clearing corporation, including
adoption of rules, are subject to regulation by a federal or state governmental
authority.

() "Communicate" means to:

(i) Send a signed writing; or

(ii)_Transmit information by any mechanism agreed upon by the persons
transmitting and receiving the information.

(2) "Entitlement holder" means a person identified in the records of a
securities intermediary as the person having a security entitlement against the
securities intermediary. If a person acquires a security entitlement hy virtue of
section 41(2) (b) or (c) of this act, that person is the entitlement holder.

(h) "Entitlement order" means a notification communicated to a securities
intermediary directing transfer or redemption of a financial asset to which the
entitlement holder has a security entitlement.

(i) "Financial asset,” except as otherwise provided in RCW 62A.8-103,
means:

(i) A security;

(i) An obligation of a person or a share, participation, or other interest in
a person or in property or an enterprise of a person, which is, or is of a type,

[ 149}



Ch. 48 WASHINGTON LAWS, 1995

dealt in or traded on financial markets, or which_is recognized in any area in
which it is issued or dealt in as a medium for investment; or

(iii) Any property that is held by a securities intermediary for another person
in a securities account if the securities intermediary has expressly agreed with the
other person that the property is to be treated as a financial asset under this
Article,
As context requires, the term _means either the interest itself or the means by
which a person’s claim to it is evidenced, including a certificated or
uncertificated security, a security certificate, or a security entitlement.

(i) "Good faith," for purposes of the obligation of good faith in the
performance or enforcement of contracts or duties within this Article, means
honest _in fagt and the observance of reasonable commercial standards of fair

dealing.
(k) "Indorsement” means a signature that alone or accompanied by other

words is made on_a security certificate in registered form or on a separate
document for the purpose of assigning, transferring, or redeeming the security or
granting a power to assign, transfer, or redeem it.

(1) "Instruction" means a notification communicated to the issuer of an
uncertificated security which directs that the transfer of the security be registered
or that the security be redeemed.

(m) "Registered form," as applied to a certificated security, means a form
in which:

(i) The security certificate specifies a person entitled to the security; and

(ii) A transfer of the security may be registered upon books maintained for
that purpose by or on behalf of the issuer, or the security certificate so states.

(n) "Securities intermediary” means;

(i) A clearing corporation; or

(ii) A person, including a bank or broker, that in the ordinary course of its
business maintains securities accounts for others and is acting in that capacity.

(0) "Security,” except as otherwise provided in RCW 62A.8-103, means an
obligation of an issuer or a share, participation, or other interest in an issuer or
in property or an enterprise of an issuer:

(i) Which is represented by a security certificate in bearer or registered form,
or the transfer of which may be registered upon books maintained for that
purpose by or on behalf of the issuer;

(i1) Which is one of a class or series or by its terms is divisible into a class
or series of shares, participations, interests, or obligations; and

(iii) Which:

(A) Is, or is of a type, dealt in or traded on securities exchanges or securities
markets; or

(B) Is a medium for investment and by its terms expressly provides that it
is a security governed by this Article.

(p) "Security certificate" means a certificate representing a security.
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(q) "Security entitlement” means the rights and property interest of an
entitlement holder with respect to a financial asset specified in Part 5 of this
Article.

(r) "Uncertificated security” ((is—a—share;—partieipation,—or-ether—interestin

€3)) means a security that is not represented by ((an—instrument—and-the

1151)
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) a certificate.

(2) Other definitions applying to this Article ((er-te-speeifiedParts-thereof))
and the sections in which they appear are:

((“Adverse-elaim——REW-62A-8-302:

" N "

€6))) Appropriate person RCW 62A.8-107
Control RCW 62A.8-106
Delivery RCW 62A.8-301
Investment company security RCW 62A.8-103
Issuer RCW 62A.8-201
Overissue Section 26 of this act
Protected purchaser RCW 62A.8-303
Securities account Section 41 of this act

(3) In addition Article 1 contains general definitions and principles of
construction and interpretation applicable throughout this Article.

(4) The characterization of a person, business, or transaction for purposes
of this Article does not determine the characterization of the person, business, or
transaction for purposes of any other law, regulation, or rule.

Sec. 3. RCW 62A.8-103 and 1986 ¢ 35 s 2 are each amended to read as
follows:

« . A Lo . .
hd ISSUER'S I:llEl N :'E'.'F'"ﬁg" security-th-favor-of-an-dssuerthereotis
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registered—pledgee:)) RULES FOR DETERMINING WHETHER CERTAIN
OBLIGATIONS AND INTERESTS ARE SECURITIES OR FINANCIAL
ASSETS. (1) A share or similar equity interest issued by a corporation, business
trust, joint stock company, or similar entity is a security.

(2) An "investment company security” is a security. "Investment company
security” means a share or similar equity interest issued by an entity that is
registered as an investment company under the federal investment company laws,
an_interest in_a unit investment trust that is so registered, or a face-amount
certificate_issued by a face-amount certificate_ company that is so registered,
Investment company security does not include an insurance policy or endowment
policy or annuity contract issued by an insurance company.

(3) An interest in a partnership or limited liability company is not a security
unless it is dealt in or traded on securities exchanges or in securities markets, its
terms expressly provide that it is a security poverned by this Article, or it is an
investment company security. However, an interest in a partnership or limited
liability company is a financial asset if it is held in a securities account.

(4) A writing that is a security certificate is governed by this Article and not
by Article 3, even though it also meets the requirements of that Article.
However, a negotiable instrument governed by Article 3 is a financial asset if it
is held in a securities account,

(5) An option or similar obligation issued by a clearing corporation to its
participants is not a security, but is a financial asset.

(6) A commodity contract, as defined in section 61 of this act, is not a
security or a financial asset.

See. 4. RCW 62A.8-104 and 1986 ¢ 35 s 3 are each amended to read as
follows:

" H "

t issuer)) ACQUISITION OF SECURITY OR

FINANCIAL ASSET OR INTEREST THEREIN. (1) A person acquires a
security or an interest therein, under this Article, if:

{a) The person is a purchaser to whom a security is delivered pursuant to
RCW 62A.8-301; or
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(b) The person acquires a security entitlement to the security pursuant to
section 41 of this act.

(2) A person acquires a financial asset, other than a security, or an interest
therein, under this Article, if the person acquires a security entitlement to the
financial asset.

(3) A person who acquires a security entitlement to a security or other
financial asset has the rights specified in Part 5 of this Article, but is a purchaser
of any security, security entitlement, or other financial asset held by the securities
intermediary only to the extent provided in section 43 of this act.

(4) Unless the context shows that a different meaning is intended, a person
who is required by other law, regulation, rule, or agreement to transfer, deliver,
present, surrender, exchange, or otherwise put in the possession of another person
a security or financial asset satisfies that requirement by causing the other person
to acquire an interest in the security or financial asset pursuant to subsection (1)
or (2) of this section.

Sec. 5. RCW 62A.8-105 and 1986 ¢ 35 s 4 are each amended to read as
follows:

ep-ofe ab AR g-thathe-o Se-pea R

agatastwhem-the-defense-or-defeet-is-neffeetive tREW-62A-8-202).)) NOTICE
OF ADVERSE CLAIM. (1) A person has notice of an adverse claim if:

(a) The person knows of the adverse claim;

(b) The person is aware of facts sufficient to indicate that there is a
significant _probability that the adverse claim exists and deliberately avoids

information that would establish the existence of the adverse claim; or
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(c) The person has a duty, imposed by statute or regulation, to investigate
whether an adverse claim exists, and the investigation so required would establish
the existence of the adverse claim,

(2) Having knowledge that a financial asset or interest therein is or has been
transferred by a representative imposes no duty of inquiry into the rightfulness
of a transaction and is not notice of an adverse claim. However, a person who
knows that a representative has transferred a financial asset or interest therein in
a transaction that is, or whose proceeds are being used, for the individual benefit
of the re_resentative or otherwise in breach of dut has notice of an adverse
claim,

(3) An act or event that creates a right to immediate performance of the
principal obligation represented by a security certificate or sets a date on or after
which the certificate is to be resented or surrendered for yedpm tion or
exchan e does not itself constifute notice of an gdverse claim exce tin the case
of a transfer more than:

(a) One year after a date set for presentment or surrender for redemption or
exchange; or

(b) Six months after a date set for payment of money against presentation
or surrender of the certificate, if money was available for payment on that date.

(4) A purchaser of a certificated security has notice of an adverse claim if
the security certificate:

(a) Whether in bearer or registered form, has been indorsed "for collection"
or "for surrender” or for some other purpose not involving transfer; or

(b) Is in bearer form and has on it an unambiguous statement that it is the
property of a person other than the transferor, but the mere writing of a name on
the certificate is not such a statement.

(5) Filing of a financing statement under Article 9 is not notice of an
adverse claim to a financial asset.

Sec. 6. RCW 62A.8-106 and 1986 c 35 s 5 are each amended to read as
follows:
_, (APPLICABILIFY —Thedaw-(including-the-confliet-of-aws-rules)-of-the

. . .
g
. . . T .
i s OFSan aHOR-6 w GHE overRs-the alid ofa ooy lha

= k]

{e)-sending-of-statements-of-uneertificated-seeuritiess)) CONTROL. (1) A

purchaser has "control" of a certificated security in bearer form if the certificated
security is delivered to the purchaser.

(2) A purchaser has "control" of a certificated security in registered form if
the certificated security is delivered to the purchaser, and:

(a) The certificate is indorsed to the purchaser or in blank by an effective

indorsement; or

[155]



Ch. 48 WASHINGTON LAWS, 1995

(b) The certificate is registered in the name of the purchaser, upon original
issue or registration of transfer by the issuer.

(3) A purchaser has "control" of an uncertificated security if:

{a) The uncertificated security is delivered to the purchaser; or

(b) The issuer has agreed that it will comply with instructions originated by
the purchaser without further consent by the registered owner.

(4) A purchaser has "control" of a security entitlement if:

(a) The purchaser becomes the entitlement holder; or

(b) _The_securities intermediary has agreed that it will comply with
entitlement orders originated by the purchaser without further consent by the
entitlement holder.

(5) If an _interest in_a security entitlement is granted by the entitlement
holder to_the entitlement holder’s own_securities intermediary, the securities
intermediary has control.

(6) A purchaser who has satisfied the requirements of subsection (3)(b) or
(4)(b) of this section has control even if the registered owner in the case of
subsection (3)(b) of this section or the entitlement holder in the case of
subsection (4)(b) of this section retains the right to make substitutions for the
uncertificated security or_security entitlement, to originate instructions or
entitlement orders to the issuer or securities intermedia  or ptherwise to deal
with the uncentificated security or security entitlement.

(7) An issuer or a securities intermediary may not enter into an agreement
of the kind described in_subsection (3)(b) or (4)(b) of this section without the
consent of the registered owner or entitlement holder, but an issuer or a securities
intermediary is not required to_enter_into such an agreement even though the
re istered owner or entittement holder so directs. An issuer or securities
intermediary that has entered into such an agreement is not required to confirm
the existence of the agreement to another party uniess requested to do so by the
registered owner or entitlement holder.

Sec. 7. RCW 62A.8-107 and 1986 ¢ 35 s 6 are each amended to read as
follows:

-there-is-no-readily-avatlable-market-for-theirresaler)) WHETHER INDORSE-
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MENT, INSTRUCTION, OR ENTITLEMENT IS EFFECTIVE. (1) "Appropri-
ate person" means:

(a) With respect to an indorsement, the person specified by a security
certificate or by an effective special indorsement to be entitled to the security;

(b) With respect to an instruction, the registered owner of an uncertificated
security;

(c) With respect to an entitlement order, the entitleinent holder;

(d) If the person designated in (a), (b), or (c) of this subsection is deceased,
the designated person's successor taking under other law or the designated
person's personal representative acting for the estate of the decedent; or

(e) If the person designated in (a), (b), or (c) of this subsection lacks
capacity, the designated person's guardian, conservator, or other similar
representative who has power under other law to transfer the security or financial
asset.

(2) An indorsement, instruction, or entitlement order is effective if:

(a) It is made by the appropriate person;

(b) It is made by a person who has power under the law of agency to
transfer the security or financial asset on behalf of the appropriate person,
including, in the case of an instruction or entitlement order, a person who has
control under RCW 62A.8-106 (3)(b) or (4)(b); or

(c) The appropriate person has ratified it or is otherwise precluded from
asserting its ineffectiveness.

(3) An indorsement, instruction, or entitlement order made by a representa-
tive is effective even if:

(2) The representative has failed to comply with a controlling instrument or
with the law of the state having jurisdiction of the representative relationship,
including any law requiring the representative to_obtain court approval of the
transaction; or

(b) The representative's action in making the indorsement, instruction, or
entitlement order or using the proceeds of the transaction is otherwise a breach
of duty.

(4) If a security is registered in the name of or specially indorsed to a
person described as a representative, or if a securities account is maintained in
the name of a person described as a representative, an indorsement, instruction,
or entitlement order made by the person is effective even though the person is
no longer serving in the described capacity.

(5) Effectiveness of an indorsement, instruction, or entitlement order is
determined as of the date the indorsement, instruction, or entitlement order is
made and an indorsement instruction or, entitlement, order does not become
ineffective by reason of any later change of circumstances.

See. 8. RCW 62A.8-108 and 1986 ¢ 35 s 7 are each amended to read as
follows:

(REGISTRAHON-OFPLEDGEAND-REEEASE-OF-UNCERHHCATED
SECURITIES A " . Feated . be-evid |
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underthis-Article-are-terminated-by-the-registration-efrelease:)) WARRANTIES
IN DIRECT HOLDING. (1) A person who transfers a certificated security to
a purchaser for value warrants to the purchaser, and an indorser, if the transfer
is by indorsement, warrants to any subsequent purchaser, that:

(a) The certificate is genuine and has not been materially altered;

(b) The transferor or indorser does not know of any fact that might impair
the validity of the security;

(c) There is no adverse claim to the security;

(d) The transfer does not violate any restriction on transfer;

(e) If the transfer is by indorsement, the indorsement is made by an
appropriate person, or if the indorsement is by an agent, the agent has actual
authority to act on behalf of the appropriate person; and

(f) The transfer is otherwise effective and rightful.

(2) A person who originates an instruction for registration of transfer of an
uncertificated security to a purchaser for value warrants to the purchaser that:

(a) The instruction is made by an appropriate person, or if the instruction is
by an_agent, the agent has actual authority to act on behalf of the appropriate
person;

(b) The security is valid;

(c) There is no adverse claim to the security; and

(d) At the time the instruction is presented to the issuer:

(i) The purchaser will be entitled to the registration of transfer;

(ii) The transfer will be registered by the issuer free from all liens, security
interests, restrictions, and claims other than those specified in the instruction;

(iii) The transfer will not violate any restriction on transfer; and

(iv) The requested transfer will otherwise be effective and rightful,

(3) A person who transfers an uncertificated security to a purchaser for value
and does not originate an_instruction in connection with the transfer warrants
that:

(a) The uncertificated security is valid;

(b) There is no adverse claim to the security;

(¢c) The transfer does not violate any restriction on transfer; and

(d) The transfer is otherwise effective and rightful.

{4) A person who indorses a security certificate warrants to the issuer that:

(a) There is no adverse claim to the security: and

(b) The indorsement is effective.

(5) A person who originates an instruction for registration of transfer of an
uncertificated security warrants to the issuer that:

(a) The instruction is effective; and

.
C
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(b) At the time the instruction is presented to the issuer the purchaser will
be entitled to the registration of transfer.

(6) A person who presents a certificated security for registration of transfer
or for payment or exchange warrants to the issuer that the person is entitled to
the registration, payment, or_exchange, but a purchaser for value and without
notice of adverse claims to whom transfer is registered warrants only that the
person _has no knowledge of any unauthorized signature in_a necessary
indorsement.

(7) If a person acts as agent of another in delivering a certificated security
to a purchaser, the identity of the principal was known to the person to whom
the certificate was delivered and the certificatg delivered b_ the ayent was
received by the agent from the principal or received by the agent from another
person at the direction of the principal, the person delivering the security
certificate warrants only that the delivering person has authority to act for the
principal and does not know of any adverse claim to the certificated security,

(8) A secured party who redelivers a security certificate received, or after
payment and on order of the debtor delivers the security certificate to another
person, makes only the warranties of an apent under subsection (7) of this
section.

(9) Except as otherwise provided in subsection (7) of this section, a broker
acting for a customer makes to the issuer and a purchaser the warranties
provided in subsections (1) through (6) of this section. A broker that delivers
a security certificate to its customer, or causes its customer to be registered as
the owner of an_uncertificated securit__makes to the gustomer the warranties

provided in subsection (1) or (2) of this section, and has the rights and privileges
of a purchaser under tbis section. The warranties of and in favor of the broker
acting as an agent are in addition to applicable warranties given by and in favor
of the customer.

NEW SECTION. Sec. 9. A new section is added to Title 62A RCW, to be
codified as RCW 62A.8-109, to read as follows:

WARRANTIES IN INDIRECT HOLDING. (1) A person who originates
an entitlement order 1o a securities intermediary warrants to the securities
intermediary that;

(a) The entitlement order is made by an appropriate person, or if the
entitlement order is by an agent, the agent has actual authority to act on behalf
of the appropriate person; and

(b) There is no adverse claim to the security entitlement.

(2) A person who delivers a security certificate to a securities intermediary
for credit to a securities account or originates an instruction with respect to an
uncertificated security directing that the uncertificated security be credited to a
securities account makes to the securities intermediary the warranties specified
in RCW 62A.8-108 (1) or (2).

(3) If a securities intermediary delivers a security certificate to its entitle-
ment holder or causes its entitlement holder to be registered as the owner of an
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uncertificated security, the securities intermediary makcs to the entitlement holder
the warranties specified in RCW 62A.8-108 (1) or (2).

NEW SECTION. Sec. 10. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-110, to rcad as follows:

APPLICABILITY; CHOICE OF LAW. (1) The local law of the issuer's
jurisdiction, as specified in subsection (4) of this section, governs:

(a) The validity of a security;

(b) The rights and duties of the issuer with respect to registration of transfer;

(c) The effectiveness of registration of transfer by the issuer;

(d) Whether the issuer owces any duties to an adverse claimant to a security;
and

(¢) Whether an adverse claim can be asserted against a person to whom
transfer of a certificated or uncertificated security is registered or a person who
obtains control of an uncertificated security.

(2) The local law of the securities intermediary’s jurisdiction, as specified
in subsection (5) of this section, governs:

(a) Acquisition of a security entitlement from the sccurities intermediary;

(b) The rights and duties of the securities intermediary and entitlement
holder arising out of a security entitlement;

{c) Whether the securities intermediary owes any duties to an adverse
claimant to a security entitlement; and

{(d) Whether an adverse claim can be asserted against a person who acquires
a security entitlement from the securities intermediary or a person who purchases
a security entitlement or interest therein from an entitlement holder.

(3) The local law of the jurisdiction in which a security certificate is located
at the time of delivery governs whether an adverse claim can be asserted against
a person to whom the security certificate is delivered.

(4) "Issuer’s jurisdiction" means the jurisdiction under which the issuer of
the security is organized or, if permitted by the law of that jurisdiction, the law
of another jurisdiction specified by the issuer. An issuer organized under the law
of this state may specify the law of another jurisdiction as the law governing the
matters specified in subsection (1) (b) through (e) of this section.

(5) The following rules determine a "securities intermediary’s jurisdiction"
for purposes of this section:

(a) If an agreement between the securities intermediary and its entitlement
holder specifies that it is governed by the law of a particular jurisdiction, that
jurisdiction is the securities intermediary’s jurisdiction,

(b) If an agreement betwecn the securities intermediary and its cntitlement
holder does not specify the governing law as provided in (a) of this subsection,
but expressly specifies that the securities account is maintained at an office in a
particular jurisdiction, that jurisdiction is the securities intermediary’s jurisdiction,

(c) If an agreement between the securities intermediary and its entitlement
holder does not specify a jurisdiction as provided in (a) or (b) of this subsection,
the securities intermediary’s jurisdiction is the jurisdiction in which is located the
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office identified in an account statement as the office serving the entitlement
holder's account.

(d) If an agreement between the securities intermediary and its entitlement
holder does not specify a jurisdiction as provided in (a) or (b) of this subsection
and an account statement does not identify an office serving the entitlement
holder’s account as provided in (c¢) of this subsection, the securities
intermediary's jurisdiction is the jurisdiction in which is located the chief
executive office of the securities intermediary.

(6) A securities intermediary's jurisdiction is not determined by the physical
location of certificates representing financial assets, or by the jurisdiction in
which is organized the issuer of the financial asset with respect to which an
entitlement holder has a security entitlement, or by the location of facilities for
data processing or other recordkeeping concerning the account.

NEW SECTION. Sec. 11. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-111, to read as follows:

CLEARING CORPORATION RULES. A rule adopted by a clearing
corporation governing rights and obligations among the clearing corporation and
its participants in the clearing corporation is effective even if the rule conflicts
with this Title and affects another party who does not consent to the rule.

NEW SECTION. Sec. 12. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-112, to read as follows:

CREDITOR'S LEGAL PROCESS. (1) The interest of a debtor in a
certificated security may be reached by a creditor only by actual seizure of the
security certificate by the officer making the attachment or levy, except as
otherwise provided in subsection (4) of this section. However, a certificated
security for which the certificate has been surrendered to the issuer may be
reached by a creditor by legal process upon the issuer.

(2) The interest of a debtor in an uncertificated security may be reached by
a creditor only by legal process upon the issuer at its chief executive office in
the United States, except as otherwise provided in subsection (4) of this section.

(3) The interest of a debtor in a security entitlement may be reached by a
creditor only by legal process upon the securities intermediary with whom the
debtor's securities account is maintained, except as otherwise provided in
subsection (4) of this section.

(4) The interest of a debtor in a certificated security for which the certificate
is in the possession of a secured party, or in an uncertificated security registered
in the name of a secured party, or a security entitlement maintained in the name
of a secured party, may be reached by a creditor by legal process upon the
secured party.

(5) A creditor whose debtor is the owner of a certificated security,
uncertificated security, or security entitlement is entitled to aid from a court of
competent jurisdiction, by injunction or otherwise, in reaching the certificated
security, uncertificated security, or security entitlement or in satisfying the claim
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by means allowed at law or in equity in regard to property that cannot readily
be reached by other legal process.

NEW SECTION. See. 13, A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-113, to read as follows:

STATUTE OF FRAUDS INAPPLICABLE. A contract or modification of
a contract for the sale or purchase of a security is enforceable whether or not
there is a writing signed or record authenticated by a party against whom
enforcement is sought, even if the contract or modification is not capable of
performance within one year of its making.

NEW SECTION. Sec. 14, A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-114, to read as follows:

EVIDENTIARY RULES CONCERNING CERTIFICATED SECURITIES.
The following rules apply in an action on a certificated security against the
issuer:

(1) Unless specifically denied in the pleadings, each signature on a security
certificate or in a necessary indorsement is admitted.

(2) If the effectiveness of a signature is put in issue, the burden of
establishing effectiveness is on the party claiming under the signature, but the
signature is presumed to be genuine or authorized.

(3) If signatures on a security certificate are admitted or established,
production of the certificate entitles a holder to recover on it ualess the defendant
establishes a defense or a defect going to the validity of the security.

(4) If it is shown that a defense or defect exists, the plaintiff has the burden
of establishing that the plaintiff or some person under whom the plaintiff claims
is a person against whom the defense or defect cannot be asserted.

NEW SECTION. Secc. 15. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-115, to read as follows:

SECURITIES INTERMEDIARY AND OTHERS NOT LIABLE TO
ADVERSE CLAIMANT. A securities intermediary that has transferred a
financial asset pursuant to an effective entitlement order, or a broker or other
agent or bailee that has dealt with a financial asset at the direction of its
customer or principal, is not liable to a person having an adverse claim to the
financial asset, unless the securities intermediary, or broker or other agent or
bailee:

(1) Took the action after it had been served with an injunction, restraining
order, or other legal process enjoining it from doing so, issued by a court of
competent jurisdiction, and had a reasonable opportunity to act on the injunction,
restraining order, or other legal process; or

(2) Acted in collusion with the wrongdoer in violating the rights of the
adverse claimant; or

(3) In the case of a security certificate that has been stolen, acted with notice
of the adverse claim,
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NEW SECTION. Sec. 16. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-116, to read as follows:

SECURITIES INTERMEDIARY AS PURCHASER FOR VALUE. A
securities intermediary that receives a financial asset and establishes a security
entitlement to the financial asset in favor of an entitlement holder is a purchaser
for value of the financial asset. A securities intermediary that acquires a security
entitiement to a financial asset from another securities intermediary acquires the
security entitlement for value if the securities intermediary acquiring the security
entitlement establishes a security entitlement to the financial asset in favor of an
entitlement holder.

PART 2
ISSUE((—)) AND ISSUER

Sec. 17. RCW 62A.8-201 and 1986 c 35 s 8 are each amended to read as
follows:

((9)ISSUER((*). (1) With respect to an obligation((s)) on or a defense((s))
to a security, an “issuer” includes a person ((whe)) that:

(a) Places or authorizes the placing of ((his)) its name on a ((eertifieated))
security ((éetherwise)) certificate, other than as authenticating trustee, registrar,
transfer agent, or the like((3)), to evidence ((that—it—represents)) a share,
participation, or other interest in ((his)) its property or in an enterprise, or to
evidence ((his)) its duty to perform an obligation represented by the ((eertifieated
seeurity)) certificate;

(b) Creates a share((s)), participation((s)), or other interest((s)) in ((his)) its
property or in an enterprise, or undertakes an obligation((s)), ((whieh—shares;

participations;-interests—or-ebligations-are)) that is an uncertificated ((seeurities))

security;
(c) Directly or indirectly creates a fractional interest((s)) in ((his)) its rights

or property, ((whieh)) if the fractional interest((s—are)) is represented by
((eertifiented-seeurities)) a security certificate; or

(d) Becomes responsible for, or in place of ((any-ether)), another person
described as an issuer in this section.

(2) With respect to an obligation((s)) on or defense((s)) to a security, a
guarantor is an issuer to the extent of ((his)) its guaranty, whether or not ((his))
its obligation is noted on a ((eertifiented—seeurity—or—on—statements—of
uncertifieated-seentities—sent-pursuant-te-REW-62A-8-408)) security certificate.

(3) With respect to registration of a transfer, ((pledge;-orrelease-(Rart-4-of
this—Artiele)—))issuer((*)) means a person on whose behalf transfer books are

maintained.

Sec. 18. RCW 62A.8-202 and 1986 ¢ 35 s 9 are each amended to read as
follows:
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ISSUER’S RESPONSIBILITY AND DEFENSES; NOTICE OF DEFECT
OR DEFENSE. (1) Even against a purchaser for value and without notice, the
terms of a certificated security include((+

This-subseetion)) terms stated on the certificate and terms made part of the

security by reference on the certificate to another instrument, indenture, or
document or to a constitution, statute, ordinance, rule, regulation, order, or the
like, to the extent the terms referred to do not conflict with terms stated on the
certificate. A reference under this subsection does not of itself charge a
purchaser for value with notice of a defect going to the validity of the security,
even if the certificate expressly states that a person accepting it admits notice.
The terms of an uncertificated securit _include those staged in an instfument
indenture, or document or in a constitution, statute, ordinance, rule, regulation,
order, or the like, pursuant to which the security is issued.
(2) The following rules apply if an jssuer asserts that a security is not valid:
(a) A security other than one issued by a government or governmental
subdivision, agency, or instrumentality, even though issued with a defect going
to its validity, is valid in the hands of a purchaser for value and without notice
of the particular defect unless the defect involves a violation of a constitutional
rovision. Inythat case the securit _is valjd in the hands of a_urchaser for value
and without notice of the defect, other than one who takes by original issue,
{b) Subsection (2)(a) of this section applies to an issuer that is a government
or governmental subdivision, agency, or ((unit)) instrumentality only if ((either))
there has been substantial compliance with the legal requirements governing the
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issue or the issuer has received a substantial consideration for the issue as a
whole or for the particular security and a stated purpose of the issue is one for
which the issuer has power to borrow money or issue the security.

(3) Except as otherwise provided in ((the—ease—of—eertain—tneauthorized
signatures€))RCW 62A.8-205((3)), lack of genuineness of a certificated security
((er—an—initial—transaetion—statement)) is a complete defense, even against a
purchaser for value and without notice.

(4) All other defenses of the issuer of a ((eertifieated-er—unecertifieated))
security, including nondelivery and conditional delivery of a certificated security,
are ineffective against a purchaser for value who has taken the certificated
security without notice of the particular defense.

(5) ((Nething-in)) This section ((shall-be-eonstrued-e)) does not affect the
right of a party to cancel a contract for a security "when, as and if issued" or
((®)) "when distributed" ((eentraci—to—eaneel-the—eontraet)) in the event of a
material change in the character of the security that is the subject of the contract
or in the plan or arrangement pursuant to which the security is to be issued or
distributed.

(6) If a security is held by a securities intermediary against whom an
entitlement holder has a security entitlement with respect to the security, tl.:
issuer may not assert any defense that the issuer could not assert if the
entitlement holder held the security directly.

Sec. 19. RCW 62A.8-203 and 1986 ¢ 35 s 10 are each amended to read as
follows:

STALENESS AS NOTICE OF DEFECT((S)) OR DEFENSE((S)). ((€B))
After an act or event, other than a call that has been revoked, creating a right to
immediate performance of the principal obligation represented by a certificated
security or ((that-sets)) setting a date on or after which the security is to be
presented or surrendered for redemption or exchange, a purchaser is charged with
notice of any defect in its issue or defense of the issuer, if((+

{a))) the act or event ((is-ene-requiring)):

(1) Requires the payment of money, the delivery of a certificated ((seeuri-
ties)) security, the registration of transfer of an uncertificated ((seeurities)) securi-
1y, or any of ((these)) them on presentation or surrender of the ((eertifieated))
security certificate, the ((funds)) money or ((seeurities-are)) security is available
on the date set for payment or exchange, and ((he)) the purchaser takes the
security more than one year after that date; ((end

{b)-the-aet-er-event)) or

(2) Is not covered by ((paragraph—(a))) subsection (1) of this section and
((he)) the purchaser takes the security more than ((2)) two years after the date
set for surrender or presentation or the date on which performancc became due.

((-Areal-that-has-beenreveked-is-net-within-subseetion-(1)))

Sec. 20. RCW 62A.8-204 and 1986 ¢ 35 s 11 are each amended to read as
follows:
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EFFECT OF ISSUER'S RESTRICTIONS ON TRANSFER. A restriction
on transfer of a security imposed by the issuer, even ((theugh)) if otherwise
lawful, is ineffective against ((any)) a person without ((setua})) knowledge of
((#)) the restriction unless:

((fa))) (1) The security is certificated and the restriction is noted conspicu-
ously ((thereen)) on the security certificate; or

((6BY)) (2) The security is uncertificated and ((e-netation-ef-the-restrietionis

inkia%-&aﬁ&ae&ien-sm&emem—sem—te) the registered owner ((
pledgee)) has been notified by the restriction.

Sec. 21. RCW 62A.8-205 and 1986 ¢ 35 s 12 are each amended to read as
follows:

EFFECT OF UNAUTHORIZED SIGNATURE ON ((CERFIEICATED))
SECURITY ((BRINHALTRANSACTION-STATEMENT)) CERTIFICATE.
An unauthorized signature placed on a ((eertifieated)) security ((prier—te))
certificate before or in the course of issue ((er-placed-on-an-initiak-transaetion

statement)) is ineffective, but the signature is effective in favor of a purchaser

for value of the ccmﬁcaled securlly ((mb&—-pﬁrdmef—fbr—ve{ue—ef—aﬁ

xf the purchaser is without notice of the lack of authonty and lhe signing has
been done by:

((¢a) (1) An authenticating trustee, registrar, transfer agent, or other person
entrusted by the issuer with the signing of the security((;)) certificate or of
similar ((seeurities—er—of—tnitialtransaetion—statements)) certificates, or the
immediate preparation for signing of any of them; or

((6bY)) (2) An employee of the issuer, or of any of the ((feregeing)) persons
listed in subsection (1) of this section, entrusted with responsible handling of the
security ((erinitia-transaetion-statement)) certificate.

Sec. 22. RCW 62A.8-206 and 1986 ¢ 35 s 13 are each amended to read as
follows:

COMPLETION OR ALTERATION OF ((EERHHCATED)) SECURITY
((ORINIFHAL—TRANSACHON-STATEMENT)) CERTIFICATE. (i) If a
((eertifiented)) security certificate contains the signatures necessary to its issue
or transfer but is incomplete in any other respect;

(a) Any person may complete it by filling in the blanks as authorized; and

(b) Even though the blanks are incorrectly filled in, the security certificate
as completed is enforceable by a purchaser who took it for value and without
notice of the incorrectness.

(2) A complete ((eertifieated)) security certificate that has been improperly
altered, even ((theugh)) if fraudulently, remains enforceable, but only according
to its original terms.
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Sec. 23. RCW 62A.8-207 and 1986 ¢ 35 s 14 are each amended to read as
follows:

RIGHTS AND DUTIES OF ISSUER WITH RESPECT TO REGISTERED
OWNERS ((AND-REGISTERED-PLEDGEES)). (1) ((Prier—te)) Before due
presentment for registration of transfer of a certificated security in registered
form or of an instruction requesting registration of transfer of an uncertificated
security, the issuer or indenture trustee may treat the registered owner as the
person exclusively entitled to vole, ((18)) receive notifications, and otherwise
((#e)) exercise all the rights and powers of an owner.
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eb)—eﬂy—eemﬁeafed—seeaﬂhmssuehﬂ-e*ehm@e%ﬁeﬁdﬁmbuwd-w&h

P Nething-in)) This Article ((shatl-be-eenstrued-t8)) docs not affect the
liability of the registered owner of a security for a call((s)), assessment((s)), or
the like.

Sec. 24, RCW 62A.8-208 and 1986 ¢ 35 s 15 are each amended to read as
follows:

EFFECT OF SIGNATURE OF AUTHENTICATING TRUSTEE, REGIS-
TRAR, OR TRANSFER AGENT. (1) A person ((placing-his-signature-upon-e
eertifieated)) signing a security ((eran-initinl-transeetion-statement)) certificate
as authenticating trustee, registrar, transfer agent, or the like, warrants to a

purchaser for valuc of the ccrtificated securily ((er—e—pufeheser—ﬁef—ve’:u&ef—aﬂ

if the purchaser is wnthout noucc of ((&he)) a parucular defect, that

(a) The ((eertifieated-seeurity-or-initial-transaction-statement)) certificate is
genuine;
(b) ((his)) The person’s own participation in the issue ((er-registration-of-the

wransfer-pledger-er-telease)) of the security is within ((his)) the person’s capacity
and within the scope of the authority received by ((him)) the person from the

issuer; and
(c) ((ke)) The person has reasonable grounds to believe that the certificated
security is in the form and within the amount the issuer is authorized to issue.
(2) Unless otherwise agreed, a person ((by-se-placing-his-signature)) signing
under subsection (1) of this section does not assume responsibility for the
validity of the security in other respects.

NEW SECTION. Sec. 25. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-209, to read as follows:

ISSUER’S LIEN. A lien in favor of an issuer upon a certificated security
is valid against a purchaser only if the right of the issuer to the lien is noted
conspicuously on the security certificate.

NEW SECTION. Sec. 26. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-210, to read as follows:

OVERISSUE. (1) In this section, "overissue" means the issue of securitics
in excess of the amount the issuer has corporate power to issue, but an overissue
does not occur if appropriate action has cured the overissue,

(2) Except as otherwise provided in subsections (3) and (4) of this section,
the provisions of this Article which validate a security or compel its issue or
reissue do not apply to the extent that validation, issue, or reissue would result
in overissue.

(3) If an identical security not constituting an overissue is reasonably
available for purchase, a person entitled to issue or validation may compel the
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issuer to purchase the security and deliver it if certificated or register its transfer
if uncertificated, against surrender of any security certificate the person holds.

(4) If a security is not reasonahly available for purchase, a person entitled
to issue or validation may recover from the issuer the price the person or the last
purchaser for value paid for it with interest from the date of the person’s
demand.

PART 3
((PUREHASE)) TRANSFER OF CERTIFICATED AND
UNCERTIFICATED SECURITIES

Sec. 27. RCW 62A.8-301 and 1986 ¢ 35 s 16 are each amended to read as
follows:

((WWWW

the-transfer-of-a-limited-interest-in-thatseeurity:)) DELIVERY. (1) Delivery of

a certificated security to a purchaser occurs when:

(a) The purchaser acquires possession of the security certificate;

(b) Another person, other than a securities intermediary, either acquires
possession _of the security certificate on behalf of the purchaser or, having
previously acquired possession of the certificate, acknowledges that it holds for
the purchaser; or

(c) A securities intermediary acting on behalf of the purchaser acquires
possession of the security certificate, only if the certificate is in registered form
and has heen specially indorsed to the purchaser by an effective indorsement,

(2) Delivery of an uncertificated security to a purchaser occurs when;

(a) The issuer registers the purchaser as the registered owner, upon original
issue or registration of transfer; or

(h) Another person, other than a securities intermediary, either becomes the
registered owner of the uncertificated security on_behalf of the purchaser or,
having previously become the registered owner, acknowledges that it holds for

the purchaser.

Sec. 28, RCW 62A.8-302 and 1986 ¢ 35 s 17 are each amended to read as
follows:
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purehasers)) RIGHTS OF PURCHASER. (1) Except as otherwise provided in
subsections (2) and (3) of this section, upon delivery of a certificated or
uncertificated security to a purchaser, the purchaser acquires all rights in the
security that the transferor had or had power to transfer.

(2) A purchaser of a limited interest acquires rights only to the extent of the
interest purchased.

(3) A purchaser of a certificated security who as a previous holder had
notice of an adverse claim does not improve its position hy taking from a
protected purchaser.

Sec. 29. RCW 62A.8-303 and 1986 ¢ 35 s 18 are each amended to read as
follows:

statute-orrule—to—which-the-persenis—subjeet:)) PROTECTED PURCHASER.
(1) "Protected purchaser" means a purchaser of a certificated or uncertificated
security, or of an interest therein, who:

(a) Gives value;

(h) Does not have notice of any adverse claim to the security; and

(c) Obtains control of the certificated or uncertificated security.

(2) In addition to acquiring the rights of a purchaser, a protected purchaser
also acquires its interest in the security free of any adverse claim.

Sec. 30, RCW 62A.8-304 and 1986 ¢ 35 s 19 are each amended to read as
follows:

((NOHCE-TO-PURCHASER-OF-ADVERSE-CEAIMS —(H-A-purehaser

7
. . . .
6 e Bf-buyer—by HaRe-aR-termedifey-ban

Fa-oto
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o

o individual-benefi-of-the—fiduciam—arothe o in-breaah
of-duty;-the-purehaser—is-eharged-with-netiee-of-adverse-elaims:)) INDORSE-
MENT. (1) An indorsement may be in blank or special. An indorsement in
blank includes an _indorsement to bearer. A special indorsement specifies to
whom a security is to be transferred or who has power to transfer it. A holder
may convert a blank indorsement to a special indorsement.

(2) An indorsement purporting to be only of part of a security certificate
representing units intended by the issuer to be separately transferable is effective
to_the extent of the indorseinent,

(3) An _indorsement, whether special or in blank, does not constitute a
transfer until delivery of the certificate on which it appears or, if the indorsement
is on a separate document, until delivery of both the document and the
certificate.

(4) If a security certificate in registered form has been delivered to a
purchaser without a necessary indorsement, the purchaser may become a
protected purchaser only when the indorsement is supplied. However, against
a_transferor, a_transfer is complete upon dclivery and the purchaser has a
specifically enforceable right to have any necessary indorsement supplied.

(5) An indorsement of a security certificate in bearer form may give notice
of an adverse claim to the certificate, but it does not otherwise affect a right to
registration that the holder possesses.

(6) Unless otherwise agreed, a person making an indorsement assumes only
the obligations provided in RCW 62A.8-108 and not an obligation that the
security will be honored by the issuer,
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Sec. 31. RCW 62A.8-305 and 1986 ¢ 35 s 20 are each amended to read as
follows:
(STFAEENESS-ASNOHCE-OFABVERSE-CEAIMS—Anact-erevent-that

=] 0
. . . . . . .
A P+ O-HReatate-pe HHaREEo RC-PHA sjiomnsds gtiofH presSented

that-date:)) INSTRUCTION. (1) If an instruction _has been originated by an
appropriate _person_but is_incomplete in_any other respect, any person may
complete it as_authorized and the issuer may rely on it as completed, even
though it has been completed incorrectly.

(2) Unless otherwise agreed, a person initiating an instruction assumes only
the obligations imposed by RCW 62A.8-108 and not an obligation that the
security will be honored by the issuer.

Sec. 32. RCW 62A.8-306 and 1986 ¢ 35 s 21 are each amended to read as
follows:
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gent-are-tndditento-applieable-warrantiesgiven-by-a
of-his-eustomers)) EFFECT OF GUARANTEEING SIGNATURE, INDORSE-

MENT, OR INSTRUCTION. (1) A person who guarantees a signature of an
indorser of a security certificate warrants that at the time of signing:

[173 ]



Ch. 48 WASHINGTON LAWS, 1995

(a) The signature was penuine;

(b) The signer was an appropriate person to indorse, or if the signature is
by an agent, the agent had actual authority to_act on behalf of the appropriate
person; and

(c) The signer had legal capacity to sign,

(2) A person who guarantees a signature of the originator of an instruction
warrants that at the time of signing:

(a) The signature was genuine;

(b) The signer was an appropriate person to originate the instruction, or if
the signature is by an agent, the agent had actual authority to act on behalf of the
appropriate person, if the person specified in the instruction as the registered
owner was, in fact, the registered owner, as to which fact the signature guarantor
does not make a warranty; and

(c) The signer had legal capacity to sign.

(3) A person who specially guarantees the signature of an originator of an
instruction makes the warranties of a signature guarantor under subsection (2) of
this section and also warrants that at the time the instruction is presented to the
issuer:

(a) The person specified in the instruction as the registered owner of the
uncertificated security will be the registered owner; and :

(b) The transfer of the uncertificated securily requested in the instruction
will be registered by the issuer free from all liens, security interests, restrictions,
and claims other than those specified in the instruction.

(4) A guarantor under subsections (1) and (2) of this section or a special
guarantor under subsection (3) of this section does not otherwise warrant the
rightfulness of the transfer.

(5) A person who guarantees an indorsement of a security certificate makes
the warranties of a signature guarantor under subsection (1) of this section and
also warrants the rightfulness of the transfer in all respects.

(6) A person who guarantees an instruction requesting the transfer of an
uncertificated security makes the warranties of a special signature guarantor
under_subsection (3) of this section and also warrants the rightfulness of the
transfer in all respects.

(7) An issuer may not require a special guaranty of signature, a guaranty of
indorsement, or a guaranty of instruction as a condition to registration of transfer.

(8) The warranties under this section are made to a person taking or dealing
with the security in reliance on the guaranty, and the guarantor is liable to the
person for loss resulting from their breach. An indorser or originator of an
instruction_whose signature, indorsement, or instruction has been guaranteed is
liable to a puarantor for any loss suffered by the guarantor as a result of breach
of the warranties of the guarantor.

Sec. 33. RCW 62A.8-307 and 1986 ¢ 35 s 22 are each amended to read as
follows:
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PURCHASER'S RIGHT TO_ REQUISITES FOR REGISTRATION O
TRANSFER. Unless otherwise agreed, the transferor of a security on due
demand shall supply the purchaser with proof of authority to transfer or with any
other requisite necessary to obtain registration of the transfer of the security, but
if the transfer is not for value, a transferor need not comply unless the purchaser
pays the necessary expenses. If the transferor fails within a reasonable time to

comply with the demand, the purchaser may reject or rescind the transfer.

PART 4
REGISTRATION

Sec. 34. RCW 62A.8-401 and 1986 ¢ 35 s 37 are each amended to read as
follows:

DUTY OF ISSUER TO REGISTER TRANSFER(G—PLEDGE—OR
REEEASE)). (1) If a certificated security in registered form is presented to tbe
issuer with a request to register transfer or an instruction is presented to the
issuer with a request to registcr transfer((G—pledge;—or—telease)) of an
uncertificated security, the issuer shall register the transfer((pledge;errelease))
as requested if?

@ (@ v io—indorsed hei . i oinated—by—i

€))) Under the terms of the security the person seeking registration of
transfer is eligible to have the security registered in its name;

(b) The indorsement or instruction is made by the appropriate person or by
an agent who has actual authority to act on behalf of the appropriate person;

{c) Reasonable assurance is given that ((these)) the indorsement((s)) or
instruction((s-are)) is genuine and ((effeetive)) authorized (RCW 62A.8-402);

REW-62A-8-403)1))

(d) Any applicable law relating to the collection of taxes has been complied
with; ((end))

(e) The transfer does not violate any restriction on transfer imposed by the
issuer in accordance with RCW 62A.8-204;

(f) A demand that the issuer not register transfer has not become effective
under RCW 62A.8-403, or the issuer has complied with RCW 62A.8-403(2) but
no legal process or indemnity bond is obtained as provided in RCW 62A.8-

403(4); and
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(g) The transfer((-pledge—errelense)) is in fact rightful or is to a ((bena
fide)) protected purchaser.

(2) If an issuer is under a duty to register a transfer((-pledgerer-telease))
of a security, the issuer is ((alse)) liable to ((the)) a person presenting a
certificated security or an instruction for registration or ((his)) to_the person's
principal for loss resulting from ((any)) unreasonable delay in registration or

((frem)) failure or refusal to register the transfer((-pledge;-or—+elease)).

| Sec. 35. RCW 62A.8-402 and 1986 c 35 s 38 are each amended to read as
follows:

ASSURANCE THAT INDORSEMENT((S—A-NB)) OR INSTRUCTION((S
ARE)) IS EFFECTIVE. (1) ((Fhe)) An issuer may require the following
assurance that each necessary indorsement ((ef-a-certiieated-seeutity)) or each
instruction (((REW-62A-8-308))) is genuine and ((effeetive)) authorized:

(a) In all cases, a ((guarantee)) guaranty of the signature (((REW-62A-8-312
er-2)))) of the person ((mdefm\g-&eefu-ﬁea&ed-seem&y)) making an indorse-

ment or ongmatmg an mstructlon mcludmg, in the case of an mstructlon. ((a

reasonable assurance of |denmy;

(b) If the indorsement is made or the instruction is originated by an agent,
appropriate assurance of actual authority to sign;

(c) If the indorsement is made or the instruction is originated by a fiduciary
pursuant to RCW 62A.8-107(1) (d) or (e), appropriate evidence of appointment

or incumbency;

(d) If there is more than one fiduciary, reasonable assurance that all who are
required to sign have done so; and

(e) If the indorsement is made or the instruction is originated by a person
not covered by ((any-ef-the—feregeing)) another provision of this subsection,
assurance appropriate to the case corresponding as nearly as may be to the
((feregeing)) provisions of this subsection.

(2) ((A)) An issuer may elect to require reasonable assurance beyond that
specified in_this section,

(3) In this section;

(a) "((guarentee)) Guaranty of the signature" ((in—subseetion-H)) means a
((gusrantee)) guaranty signed by or on behalf of a person reasonably believed by
the issuer to be responsible. ((Fhe)) An issuer may adopt standards with respect
to responsibility if they are not manifestly unreasonable.

((63))) (b) "Appropriate evidence of appointment or incumbency" ((in
subseetion—{)-means)):

((€e) (i) In the case of a fiduciary appointed or qualified by a court, a
certificate issued by or under the direction or supervision of ((that)) the court or
an officer thereof and dated within ((60)) sixty days before the date of
presentation for transfer((-pledge—er-release)); or

((€b))) (ii) In any other case, a copy of a document showing the appomtment
or a certificate issued by or on behalf of a person reasonably believed by ((the))
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an issuer to be responsible or, in the absence of that document or certificate,

other evidence ((reasonably—deemed—by)) the issuer ((te—be)) reasonably
conS|dered appropnate ((%HmeHmy—adepe—s&endafds—wﬁh—fespeeHe-the

eas&))

Sec. 36. RCW 62A.8-403 and 1986 ¢ 35 s 39 are each amended to read as
follows:
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()the—transfer—requested—is—to-the—registered-ownerr)) DEMAND THAT

ISSUER NOT REGISTER TRANSFER. (1) A person who is an appropriate
person to make an indorsement or originate an instruction may demand that the
issuer not register transfer of a security by communicating to_the issuer a
notification that identifies the repistzred owner and the issue of which the
security is a part and provides an address for communications directed to the
person making the demand. The demand is effective only if it is received by the
issuer at a time and in a manner affording the issuer reasonable opportunity to
act on it.

(2) If a certificated security in registered form is presented to an issuer with
a request to register transfer or an instruction is presented to an issuer with a
re_ugst to re_igler transfer of an uncertificated sequrit after a demand that the
issuer not register transfer has become effective, the issuer shall promptly
communicate to (a) the person who initiated the demand at the address provided
in the demand and (b) the person who presented the security for registration of
transfer or initiated the instruction requesting registration of transfer a notification
stating that;

(i) The certificated security has bcen presented for registration of transfer or
instruction for registration of transfer of uncertificated security has been received;

(ii) A demand that the issuer not register transfer had previously been
received; and

(iii) The issuer will withhold registration of transfer for a period of time
stated in the notification in order to provide the person who initiated the demand
an opportunity to obtain legal process or an indemnity bond.

(3) The period described in _subsection (2)(b)(iii) of this section may not
exceed thirty days after the date of communication of the notification. A shorter
period may be specified by the issuer if it is not manifestly unreasonable.

(4) An issuer is not liable to a person who initiated a demand that the issuer
not register transfer for any loss the person suffers as a result of registration of
a transfer ursugnt to an effective indorsement or instruction if the erson whe
initiated the demand does not, within the time stated in the issuer’s communica-

tion, either: .
(a) Obtain an appropriate restraining order, injunction, or other process from

a court of competent jurisdiction enjoining the issuer from registering the

transfer; or
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(b) File with the issuer an indemnity bond, sufficient in the issuer's
judgment to protect the issuer and any transfer agent, registrar, or other agent of
the issuer involved from any loss it or they may suffer by refusing to register the
transfer.

(5) This section _does not_relieve an issuer from liability for registering
transfer pursuant to an indorsement or instruction that was not effective.

Sec. 37. RCW 62A.8-404 and 1986 ¢ 35 s 40 are each amended to read as
follows:

liability-is-governed-by-REW-62A-8-104-)) WRONGFUL REGISTRATION. (1)

Except as otherwise provided in RCW 62A.8-406, an issuer is liable for wrongful
registration of transfer if the issuer has registered a transfer of a security to a
person not entitled to it, and the transfer was registered:

(a) Pursuant to an ineffective indorsement or instruction;

(b) After a demand that the issuer not register transfer became effective
under RCW 62A.8-403(1) and the issuer did not comply with RCW 62A.8-
403(2);

(c) After the issuer had been served with an injunction, restraining order, or
other legal process enjoining it from registering the transfer, issued by a court
of competent jurisdiction, and the issuer had a reasonable opportunity to act on
the injunction, restraining order, or other legal process; or

(d) By an issuer acting in collusion with the wrongdoer.
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(2) An issuer that is liable for wrongful registration of transfer under
subsection (1) of this section on demand shall provide the person entitled to the
security with a like certificated or uncertificated security, and any payments or
distributions that_the person did not receive as a result of the wrongful
registration. If an overissue would result, the issuer’s liability to provide the
person with a like security is governed by section 26 of this act.

(3) Except as otherwise provided in subsection (1) of this section or in a law
relating to the collection of taxes, an issuer is not liable to an owner or other
person suffering loss as a result of the registration of a transfer of a security if
registration was made pursuant to an effective indorsement or instruction.

Sec. 38. RCW 62A.8-405 and 1986 ¢ 35 s 41 are each amended to read as
follows:

REPLACEMENT OF LOST, DESTROYED, ((ANB-STOLEN-CERTIF-
ms&smmss)) OR WRONGFULLY TAKEN SECURITY CERTIFL
CATE, (1)(( o6 heen-lostap : oF

) If ((the)) an owner of a certificated security, whether in registered or
bearer form, claims that the ((seeurity)) certificate has been lost, destroyed, or

wrongfully taken, the issuer shall issue a new ((eemﬁea&ed—seeumy—er—a{—!he

seeuf-ﬂy)) cemf' cate lf the owner:

(a) So requests before the issuer has notice that the ((seeurity)) cedtificate
has been acquired by a ((bena-fide)) protected purchaser;

(b) Files with the issuer a sufficient indemnity bond; and

(c) Satisfies any other reasonable requircments imposed by the issuer,

((63)) (2) If, after the issue of a new ((eertifieated—er—uncertifieated))
security certificate, a ((bena-fide)) protected purchaser of the original ((eertifieat-
ed-seeurity)) certificate presents it for registration of transfer, the issuer shall
register the transfer unless ((registration—weuld—result—in)) an overissue((—in
whieh-event)) would result. In that case, the issuer’s hablhly is governed by
((REW-62A-3-104)) section 25 of this act. In addition to any rights on the
indemnity bond, ((the)) an issuer may recover the new ((eertifieated-seeurity))

certificate from the person to whom it was issued or any person taking under
((him)) m chson, excepl a ((bena—ﬁde)) Qrotected purchaser ((er—mey—eaﬂeel-

thereof)).

Sec. 39. RCW 62A.8-406 and 1986 c 35 s 42 are each amended to read as
follows:
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OBLIGATION TO NOTIFY ISSUER OF LOST, DESTROYED, OR WRONG-
FULLY TAKEN SECURITY CERTIFICATE. If a security certificate has been
lost, apparently destroyed, or wrongfully taken, and the owner fails to notify the
issuer of that fact within a reasonable time after the owner has notice of it and
the issuer registers a transfer of the security before receiving notification, the
owner may not assert against the issuer a claim for registering the transfer under
RCW 62A.8-404 or a claim to a new security certificate under RCW 62A.8-405.

Sec. 40. RCW 62A.8-407 and 1986 ¢ 35 s 43 are each amended to read as
follows:
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{b)-the—registered—pledgee—i—the—uneertifieated—seeurity—was—subjeetto—a
registered—pledge:)) AUTHENTICATING TRUSTEE, TRANSFER AGENT,
AND REGISTRAR. A person acting as authenticating trustee, transfer agent,
registrar, or other agent for an issuer in the registration of a transfer of its
securities, in the issue of new security certificates or uncertificated securities, or
in the cancellation of surrendered security certificates has the same obligation to
the holder or owner of a certificated or uncertificated security with regard to the
particular functions performed as the issuer has in regard to those functions.

PART 5
SECURITY ENTITLEMENTS

NEW SECTION. Sec. 41. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-501, to read as follows:

SECURITIES ACCOUNT; ACQUISITION OF SECURITY ENTITLE-
MENT FROM SECURITIES INTERMEDIARY. (1) "Securities account" means
an account to which a financial asset is or may be credited in accordance with
an agreement under which the person maintaining the account undertakes to treat
the person for whom the account is maintained as entitled to exercise the rights
that comprise the financial asset.

(2) Except as otherwise provided in subsections (4) and (5) of this section,
a person acquires a security entitlement if a securities intermediary:

(a) Indicates by book entry that a financial asset has been credited to the
person’s securities account;

(b) Receives a financial asset from the person or acquires a financial asset
for the person and, in either case, accepts it for credit to the person’s sccurities
account; or

(c) Becomes obligated under other law, regulation, or rule to credit a
financial asset to the person’s securities account.

(3) If a condition of subsection (2) of this section has been met, a person
has a security entitlement even though the securities intermediary does not itself
hold the financial asset.

(4) If a securities intermediary holds a financial asset for another person, and
the financial asset is registered in the name of, payable to the order of, or
specially indorsed to tbe other person, and has not been indorsed to the securities
intermediary or in blank, the other person is treated as holding the financial asset
directly rather than as having a security entitlement with respect to the financial
asset.

(5) Issuance of a security is not establishment of a security entitlement,

NEW SECTION. Sec. 42. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-502, to read as follows:

ASSERTION OF ADVERSE CLAIM AGAINST ENTITLEMENT
HOLDER. An action based on an adverse claim to a financial asset, whether
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framed in conversion, replevin, constructive trust, equitable lien, or other theory,
may not be asserted against a person who acquires a security entitlement under
section 41 of this act for value and without notice of the adverse claim.

NEW SECTION. Sec. 43. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-503, to read as follows:

PROPERTY INTEREST OF ENTITLEMENT HOLDER IN FINANCIAL
ASSET HELD BY SECURITIES INTERMEDIARY. (1) To the extent
necessary for a securities intermediary to satisfy all security entitlements with
respect to a particular financial asset, all interests in that financial asset held by
the securities intermediary are held by the securities intermediary for the
entitlement holders, are not property of the securities intermediary, and are not
subject to claims of creditors of the securities intermediary, except as otherwise
provided in section 51 of this act.

(2) An entitlement holder’s property interest with respect to a particular
financial asset under subsection (1) of this section is a pro rata property interest
in all interests in that financial asset held by the securities intermediary, without
regard to the time the entitlement holder acquired the security entitlement or the
time the securities intermediary acquired the interest in that financial asset.

(3) An entitlement holder's property interest with respect to a particular
financial asset under subsection (1) of this section may be enforced against the
securities intermediary only by exercise of the entitlement holder’s rights under
sections 45 through 48 of this act.

(4) An entitlement holder’s property interest with respect to a particular
financial asset under subsection (1) of this section may be enforced against a
purchaser of the financial asset or interest therein only if:

(a) Insolvency proceedings have been initiated by or against the securities
intermediary;

(b) The securities intermediary does not have sufficient interests in the
financial asset to satisfy the security entitlements of all of its entitlement holders
to that financial asset;

(c) The securities intermediary violated its obligations under section 44 of
this act by transferring the financial asset or interest therein to the purchaser; and
{d) The purchaser is not protected under subsection (5) of this section,
The trustee or other liquidator, acting on behalf of all entitlement holders having
security entitlements with respect to a particular financial asset, may recover the
financial asset, or interest therein, from the purchaser. If the trustee or other
liquidator elects not to pursue that right, an entitlement holder whose security
entitlement remains unsatisfied has the right to recover its interest in the financial

asset from the purchaser.

(5) An action based on the entitlement holder’s property interest with respect
to a particular financial asset under subsection (1) of this section, whether framed
in conversion, replevin, constructive trust, equitable lien, or other theory, may not
be asserted against any purchaser of a financial asset or interest therein who
gives value, obtains control, and does not act in collusion with the securities
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intermediary in violating the securities intermediary’s obligations under section
44 of this act.

NEW SECTION. Sec. 44. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-504, to read as follows:

DUTY OF SECURITIES INTERMEDIARY TO MAINTAIN FINANCIAL
ASSET. (1) A securities intermediary shall promptly obtain and thereafter
maintain a financial asset in a quantity corresponding to the aggregate of all
security entitlements it has established in favor of its entitlement holders with
respect to that financial asset. The securities intermediary may maintain those
financial assets directly or through one or more other securities intermediaries.

(2) Except to the extent otherwise agreed by its entitlement holder, a
securities intermediary may not grant any security interests in a financial asset
it is obligated to maintain pursuant to subsection (1) of this section,

(3) A securities intermediary satisfies the duty in subsection (1) of this
section if:

(a) The securities intermediary acts with respect to the duty as agreed upon
by the entitlement holder and the securities intermediary; or

(b) In the absence of agreement, the securities intermediary exercises due
care in accordance with reasonable commercial standards to obtain and maintain
the financial asset.

(4) This section does not apply 1o a clearing corporation that is itself the
obligor of an option or similar obligation to which its entitlement holders have
security entitlements,

NEW SECTION. Sec. 45. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-505, to read as follows:

DUTY OF SECURITIES INTERMEDIARY WITH RESPECT TO
PAYMENTS AND DISTRIBUTIONS, (1) A securities intermediary shall take
action to obtain a payment or distribution made by the issuer of a financial asset.
A securities intermediary satisfies the duty if:

(a) The securities intermediary acts with respect to the duty as agreed upon
by the entitlement holder and the securities intermediary; or

(b) In the absence of agreement, the securities intermediary exercises due
care in accordance with reasonable commercial standards to attempt to obtain the
payment or distribution.

(2) A securities intermediary is obligated to its entitlement holder for a
payment or distribution made by the issuer of a financial asset if the payment or
distribution is received by the securities intermediary.

NEW SECTION. Sec. 46. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-506, to read as follows;

DUTY OF SECURITIES INTERMEDIARY TO EXERCISE RIGHTS AS
DIRECTED BY ENTITLEMENT HOLDER. A securities intermediary shall
exercise rights with respect to a financial asset if directed to do so by an
entitlement holder. A securities intermediary satisfies the duty if:
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(1) The securities intermediary acts with respect to the duty as agreed upon
by the entitlement holder and the securities intermediary; or

(2) In the absence of agreement, the securities intermediary either places the
entitlement bolder in a position to exercise the rights directly or exercises due
care in accordance with reasonable commercial standards to follow the direction
of the entitlement holder.

NEW SECTION. Sec. 47. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-507, to read as follows:

DUTY OF SECURITIES INTERMEDIARY TO COMPLY WITH
ENTITLEMENT ORDER. (1) A securities intermediary shall comply with an
entitlement order if the entitlement order is originated by the appropriate person,
the securities intermediary has had reasonable opportunity to assure itself that the
entitlement order is genuine and authorized, and tle securities intermediary has
had reasonable opportunity to comply with the entittement order. A securities
intermediary satisfies the duty if:

(a) The securities intermediary acts with respect to the duty as agreed upon
by the entitlement holder and the securities intermediary; or

(b) In the absence of agreement, the securities intermediary exercises due
care in accordance with reasonable commercial standards to comply with the
entitlement order.

(2) If a securities intermediary transfers a financial asset pursuant to an
ineffective entittement order, the securities intermediary shall reestablish a
security entitlement in favor of the person entitled to it, and pay or credit any
payments or distributions that the person did not receive as a result of the
wrongful transfer, If the securities intermediary does not reestablish a security
entitlement, the securities intermediary is liable to the entitlement holder for
damages.

NEW SECTION. Sec. 48. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-508, to read as follows:

DUTY OF SECURITIES INTERMEDIARY TO CHANGE ENTITLE-
MENT HOLDER’S POSITION TO OTHER FORM OF SECURITY HOLDING,
A securities intermediary shall act at the direction of an entitlement holder to
change a security entitlement into another available form of holding for which
the entitlement holder is eligible, or to cause the financial asset to be transferred
to a securities account of the entitlement holder with another securities
intermediary. A seccurities intermediary satisfies the duty if:

(1) The securities intermediary acts as agreed upon by the entitlement holder
and the securities intermediary; or

(2) In the absence of agreement, the securities intermediary exercises due
care in accordance with reasonable commercial standards to follow the direction
of the entitlement holder.

NEW SECTION. Sec. 49. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-509, to read as follows:
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SPECIFICATION OF DUTIES OF SECURITIES INTERMEDIARY BY
OTHER STATUTE OR REGULATION; MANNER OF PERFORMANCE OF
DUTIES OF SECURITIES INTERMEDIARY AND EXERCISE OF RIGHTS
OF ENTITLEMENT HOLDER. (1) If the substance of a duty imposed upon a
securities intermediary by sections 44 through 48 of this act is the subject of
other statute, regulation, or rule, compliance with that statute, regulation, or rule
satisfies the duty.

(2) To the extent that specific standards for the performance of the duties
of a securities intermediary or the exercise of the rights of an entitlement holder
are not specified by other statute, regulation, or rule or by agreement between the
securities intermediary and entitlement holder, the securities intermediary shall
perform its duties and the entitlement holder shall exercise its rights in a
commercially reasonable manner.

(3) The obligation of a securities intermediary to perform the duties impose
by sections 44 through 48 of this act is subject to:

(a) Rights of the securities intermediary arising out of a security interest
under a security agreement with the entitiement holder or otherwise; and

(b) Rights of the securities intermediary under other law, regulation, rule, or
agreement to withhold performance of its duties as a result of unfulfilled
obligations of the entitlement holder to the securities intermediary.

(4) Sections 44 through 48 of this act do not require a securities intermedi-
ary to take any action that is prohibited by other statute, regulation, or rule.

NEW SECTION. Sec. 50. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-510, to read as follows:

RIGHTS OF PURCHASER OF SECURITY ENTITLEMENT FROM
ENTITLEMENT HOLDER. (1) An action based on an adverse claim to a
financial asset or security entitlement, whether framed in conversion, replevin,
constructive trust, equitable lien, or other theory, may not be asserted against a
person who purchases a security entitlement, or an interest therein, from an
entitlement holder if the purchaser gives value, does not have notice of the
adverse claim, and obtains control.

(2) If an adverse claim could not have been asserted against an entitlement
holder under section 42 of this act, the adverse claim cannot be asserted against
a person who purchases a security entitlement, or an interest therein, from the
entitlement holder.

(3) In a case not covered by the priority rules in Article 9, a purchaser for
value of a security entitlement, or an interest therein, who obtains control has
priority over a purchaser of a security entitlement, or an interest therein, who
does not obtain control. Purchasers who have control rank equally, except that
a securities intermediary as purchaser has priority over a conflicting purchaser
who has control unless otherwise agreed by the securities intermediary.

NEW SECTION. Sec. 51. A new section is added to Title 62A RCW, to
be codified as RCW 62A.8-511, to read as follows:
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PRIORITY AMONG SECURITY INTERESTS AND ENTITLEMENT
HOLDERS. (1) Except as otherwise provided in subsections (2) and (3) of this
section, if a securities intermediary does not have sufficient interests in a
particular financial asset to satisfy both its obligations to entitiement holders who
have security entitiements to that financial asset and its obligation to a creditor
of the securities intermediary who has a security interest in that financial asset,
the claims of entitiement holders, other than the creditor, have priority over the
claim of the creditor.

(2) A claim of a creditor of a securities intermediary who has a security
interest in a financial asset held by a securities intermediary has priority over
claims of the securities intermediary’s entitlement holders who have security
entitiements with respect to that financial asset if the creditor has control over
the financial asset.

(3) If a clearing corporation does not have sufficient financial assets to
satisfy both its obligations to entitlement holders who have security entitiements
with respect to a financial asset and its obligation to a creditor of the clearing
corporation who has a security interest in that financial asset, the claim of the
creditor has priority over the claims of entitlement holders,

NEW SECTION. Sec. 52. The following acts or parts of acts are each
repealed:

(1) RCW 21.17.010 and 1961 ¢ 150 s 1;

(2) RCW 21.17.020 and 1961 ¢ 150 s 2;

(3) RCW 21.17.030 and 1961 ¢ 150 s 3;

(4) RCW 21.17.040 and 1961 ¢ 150 s 4;

(5) RCW 21.17.050 and 1961 ¢ 150 s 5;

(6) RCW 21.17.060 and 1961 ¢ 150 s 6;

(7) RCW 21.17.070 and 1961 ¢ 1505 7;

(8) RCW 21.17.080 and 1967 c 208 s 1 & 1961 ¢ 150 s 8;

(9) RCW 21.17.090 and 1961 c 150 s 9;

(10) RCW 21.17.900 and 1961 ¢ 150 s 10;

(11) RCW 21.17.910 and 1961 c 150 s 11;

(12) RCW 62A.8-308 and 1986 ¢ 35 5 23 & 1965 ex.s. ¢ 157 s 8-308;

(13) RCW 62A.8-309 and 1986 c 35 s 24 & 1965 ex.s. ¢ 157 s 8-309;

(14) RCW 62A.8-310 and 1986 ¢ 35 s 25 & 1965 ex.s, ¢ 157 s 8-310;

(15) RCW 62A.8-311 and 1986 c 35 s 26 & 1965 ex.s. ¢ 157 s 8-311;

(16) RCW 62A.8-312 and 1986 c 35 s 27 & 1965 ex.s. ¢ 157 s 8-312;

(17) RCW 62A.8-313 and 1986 c 35 s 28 & 1965 ex.s. ¢ 157 s 8-313;

(18) RCW 62A.8-314 and 1986 ¢ 35 5 29 & 1965 ex.s. ¢ 157 s 8-314;

{19) RCW 62A.8-315 and 1986 c 35 5 30 & 1965 ex.s. ¢ 157 s 8-315;

(20) RCW 62A.8-316 and 1986 ¢ 35 s 31 & 1965 ex.s. ¢ 157 s 8-316;

(21) RCW 62A.8-317 and 1986 ¢ 35 s 32 & 1965 ex.s. ¢ 157 s 8-317;

(22) RCW 62A.8-318 and 1986 ¢ 35 s 33 & 1965 ex.s, c 157 s 8-318;

{23) RCW 62A.8-319 and 1986 c 35 s 34 & 1965 ex.s. ¢ 157 s 8-319;

(24) RCW 62A.8-320 and 1986 ¢ 35 s 35 & 1965 ex.s. ¢ 157 s 8-320;
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(25) RCW 62A.8-321 and 1986 c 35 s 36; and
(26) RCW 62A.8-408 and 1986 c 35 s 44.

PART 6
TRANSITION PROVISIONS FOR REVISED ARTICLE 8 AND
CONFORMING AMENDMENTS TO ARTICLES 1, 5, 9, AND 10

NEW SECTION. Sec. 53. SAVINGS CLAUSE. (1) This act does not
affect an action or proceeding commenced before the effective date of this act,

(2) If a security interest in a security is perfected by the effective date of
this act, and the action by which the security interest was perfected would suffice
to perfect a security interest under this act, no further action is required to
continue perfection. If a security interest in a security is perfected by the
effective date of this act, but the action by which the security interest was
perfected would not suffice to perfect a security interest under this act, the
security interest remains perfected through December 31, 1995, and continues
perfected thereafter if appropriate action to perfect under this act is taken by that
date. If a security interest is perfected by the effective date of this act, and the
security interest can be perfected by filing under this act, a financing statement
signed by the secured party instead of the debtor may be filed within that period
to continue perfection or thereafter to perfect.

Sce. 54. RCW 62A.1-105 and 1993 ¢ 395 s 6-102 and 1993 ¢ 230 s 2A-
601 are each reenacted and amended to read as follows:

TERRITORIAL APPLICATION OF THE TITLE; PARTIES' POWER TO
CHOOSE APPLICABLE LAW. (1) Except as provided hereafter in this section,
when a transaction bears a reasonable relation to this state and also to another
state or nation the parties may agree that the law either of this state or of such
other state or nation shall govern their rights and duties. Failing such agreement
this Title applies to transactions bearing an appropriate relation to this state.

(2) Where one of the following provisions of this Title specifies the
applicable law, that provision governs and a contrary agreement is effective only
to the extent permitted by the law (including the conflict of laws rules) so
specified:

Rights of creditors against sold goods. RCW 62A.2-402.

Applicability of the Article on Leases. RCW 62A.2A-105 and 62A.2A-106.

Applicability of the Article on Bank Deposits and Coltections. RCW 62A 4-
102.

Applicability of the Article on Investment Securities. ((REW-62A-8-106))
Section 10 of this act.

Perfection provisions of the Article on Secured Transactions, RCW 62A.9-
103.

Sec. 55. RCW 62A.1-206 and 1965 ex.s. ¢ 157 s 1-206 are each amended
to read as follows:
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STATUTE OF FRAUDS FOR KINDS OF PERSONAL PROPERTY NOT
OTHERWISE COVERED. (1) Except in the cases described in subsection (2)
of this section a contract for the sale of personal property is not enforceable by
way of action or defense beyond five thousand dollars in amount or value of
remedy unless there is some writing which indicates that a contract for sale has
been made between the parties at a defined or stated price, reasonably identifies
the subject matter, and is signed by the party against whom enforcement is
sought or by his authorized agent.

(2) Subsection (1) of this section does not apply to contracts for the sale of
goods (RCW 62A.2-201) nor of securities ((REW-62A-8-349)) section |3 of this
act) nor to security agreements (RCW 62A.9-203).

Sec. 56. RCW 62A.4-104 and 1993 ¢ 229 s 80 are each amended to read
as follows:

DEFINITIONS AND INDEX OF DEFINITIONS. (a) In this Article, unless
the context otherwise requires:

(1) "Account” means any deposit or credit account with a bank, including
a demand, time, savings, passbook, share draft, or like account, other than an
account evidenced by a certificate of deposit;

(2) "Afternoon” means the period of a day between noon and midnight;

(3) "Banking day” means the part of a day on which a bank is open to the
public for carrying on substantially all of its banking functions, except that it
shall not include a Saturday, Sunday, or legal holiday;

(4) "Clearing house" means an association of banks or other payors regularly
clearing items;

(5) "Customer" means a person having an account with a bank or for whom
a bank has agreed to collect items, including a bank that maintains an account
at another bank;

(6) "Documentary draft” means a draft to be presented for acceptance or
payment if specified documents, certificated securities (RCW 62A.8-102) or
instructions for uncertificated securities (RCW ((62A-8-308)) 62A.8-102), or
other certificates, statements, or the like are to be received by the drawee or
other payor before acceptance or payment of the draft;

(7) "Draft" means a draft as defined in RCW 62A.3-104 or an item, other
than an instrument, that is an order;

(8) "Drawee" means a person ordered in a draft to make payment;

(9) "Item” means an instrument or a promise or order to pay money handled
by a bank for collection or payment. The term does not include a payment order
governed by Article 4A or a credit or debit card slip;

(10) "Midnight deadline” with respect to a bank is midnight on its next
banking day following the banking day on which it receives the relevant item or
notice or from which the time for taking action commences to run, whichever is
later;
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(11) "Settle" means to pay in cash, by clearing-house settlement, in a charge
or credit or by remittance, or otherwise as agreed. A settlement may be either
provisional or final;

(12) "Suspends payments" with respect to a bank means that it has been
closed by order of the supervisory authorities, that a public officer has been
appointed to take it over or that it ceases or refuses to make payments in the
ordinary course of business.

(b) Other definitions applying to this Article and the sections in which they

appear are;

"Agreement for electronic

presentment” RCW 62A .4-110.
"Bank" RCW 62A.4-105.
"Collecting bank" RCW 62A.4-105.
"Depositary bank" RCW 62A.4-105.
"Intermediary bank" RCW 62A 4-105.
"Payor bank" RCW 62A 4-105.
"Presenting bank" RCW 62A.4-105.
"Presentment notice" RCW 62A.4-110.
(c) The following definitions in other Articles apply to this Article:
"Acceptance” RCW 62A.3-409.
"Alteration" RCW 62A.3-407.
"Cashier's check"” RCW 62A.3-104.
"Certificate of deposit" RCW 62A.3-104.
"Certified check" RCW 62A.3-409.
"Check" RCW 62A.3-104.
"Draft" RCW 62A.3-104.
"Good faith" RCW 62A.3-103.
"Holder in due course" RCW 62A.3-302.
"Instrument” RCW 62A.3-104.
"Notice of dishonor" RCW 62A.3-503,
"Order" RCW 62A.3-103.
"Ordinary care" RCW 62A.3-103.
"Person entitled to enforce" RCW 62A.3-301.
"Presentment" RCW 62A.3-501.
"Promise" RCW 62A.3-103.
"Prove" RCW 62A.3-103.
"Teller’s check" RCW 62A.3-104.
"Unauthorized signature" RCW 62A.3-403.

(d) In addition Article 1 contains general definitions and principles of
construction and interpretation applicable throughout this Article.

Sec. 57. RCW 62A.5-114 and 1986 ¢ 35 s 54 are each amended to read as
follows:

ISSUER'S DUTY AND PRIVILEGE TO HONOR; RIGHT TO REIM-
BURSEMENT. (1) An issuer must honor a draft or demand for payment which
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complies with the terms of the relevant credit regardless of whether the goods
or documnents conform to the underlying contract for sale or other contract
between the customer and the beneficiary. The issuer is not excused from honor
of such a draft or demand by reason of an additional general term that all
documents must be satisfactory to the issuer, but an issuer may require that
specified documents must be satisfactory to it.

(2) Unless otherwise agreed when documents appear on their face to comply
with the terms of a credit but a required document does not in fact conform to
the warranties made on negotiation or transfer of a document of title (RCW
62A.7-507) or of a certificated security (RCW ((62A-8-386)) 62A.8-108) or is
forged or fraudulent or there is fraud in the transaction:

(a) the issuer must honor the draft or demand for payment if honor is
demanded by a negotiating bank or other holder of the draft or demand which
has taken the draft or demand under the credit and under circumstances which
would make it a holder in due course (RCW 62A.3-302) and in an appropriate
case would make it a person to whom a document of title has been duly
negotiated (RCW 62A.7-502) or a bona fide purchaser of a certificated security
(RCW 62A.8-302); and

(b) in all other cases as against its customer, an issuer acting in good faith
may honor the draft or demand for payment despite notification from the
customer of fraud, forgery or other defect not apparent on the face of the
documents but a court of appropriate jurisdiction may enjoin such honor.

(3) Unless otherwise agreed an issuer which has duly honored a draft or
demand for payment is entitled to immediate reimbursement of any payment
made under the credit and to be put in effectively available funds not later than
the day before maturity of any acceptance made under the credit.

(4) When a credit provides for payment by the issuer on receipt of notice
that the required documents are in the possession of a correspondent or other
agent of the issuer

(a) any payment made on receipt of such notice is conditional; and

(b) the issuer may reject documents which do not comply with the credit if
it does so within three banking days following its receipt of the documents; and

(c) in the event of such rejection, the issuer is entitled by charge back or
otherwise to return of the payment made.

(5) In the case covered by subsection (4) failure to reject documents within
the time specified in sub-paragraph (b) constitutes acceptance of the documents
and makes the payment final in favor of the beneficiary.

, See. 58, RCW 62A.9-103 and 1986 ¢ 35 s 45 are each amended to read as
follows:

PERFECTION OF SECURITY INTEREST((S)) IN MULTIPLE STATE
TRANSACTIONS. (1) Documents, instruments and ordinary goods.

(a) This subsection applies to documents and instruments and to goods other
than those covered by a certificate of title described in subsection (2), mobile
goods described in subsection (3), and minerals described in subsection (5).
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(b) Except as otherwise provided in this subsection, perfection and the effect
of perfection or nonperfection of a security interest in collateral are governed by
the law of the jurisdiction where the collateral is when the last event occurs on
which is based the assertion that the security interest is perfected or unperfected.

(c) If the parties to a transaction creating a purchase money security interest
in goods in one jurisdiction understand at the time that the security interest
attaches that the goods will be kept in another jurisdiction, then the law of the
other jurisdiction governs the perfection and the effect of perfection or
nonperfection of the security interest from the time it attaches until thirty days
after the debtor receives possession of the goods and thereafter if the goods are
taken to the other jurisdiction before the end of the thirty-day period.

(d) When collateral is brought into and kept in this state while subject to a
security interest perfected under the law of the jurisdiction from which the
collateral was removed, the security interest remains perfected, but if action is
required by Part 3 of this Article to perfect the security interest,

(i) if the action is not taken before the expiration of the period of perfection
in the other jurisdiction or the end of four months after the collateral is brought
into this state, whichever period first expires, the security interest becomes
unperfected at the end of that period and is thereafter decemed to have been
unperfected as against a person who became a purchaser after removal;

(i) if the action is taken before the expiration of the period specified in
subparagraph (i), the security interest continues perfected thereafter;

(iii) for the purpose of priority over a buyer of consumer goods (subsection
(2) of RCW 62A.9-307), the period of the effectiveness of a filing in the
jurisdiction from which the collateral is removed is governed by the rules with
respect to perfection in subparagraphs (i) and (ii).

(2) Certificate of title.

(a) This subsection applies to goods covered by a certificate of title issued
under a statute of this state or of another jurisdiction under the law of which
indication of a security interest on the certificate is required as a condition of
perfection,

(b) Except as otherwise provided in this subsection, perfection and the effect
of perfection or nonperfection of the security interest are governed by the law
(including the conflict of laws rules) of the jurisdiction issuing the certificate
until four months after the goods are removed from that jurisdiction and
thereafter until the goods are registered in another jurisdiction, but in any event
not beyond surrender of the certificate. After the expiration of that period, the
goods are not covered by the certificate of title within the meaning of this
section,

(c) Except with respect to the rights of a buyer described in the next
paragraph, a security interest, perfected in another jurisdiction otherwise than by
notation on a certificate of title, in goods brought into this state and thereafter
covered by a certificate of title issued by this state is subject to the rules stated
in paragraph (d) of subsection (1).
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(d) If goods are brought into this state while a security interest therein is
perfected in any manner under the law of the jurisdiction from which the goods
are removed and a certificate of title is issued by this state and the certificate
does not show that the goods are subject to the security interest or that they may
be subject to security interests not shown on the certificate, the security interest
is subordinate to the rights of a buyer of the goods who is not in the business of
selling goods of that kind to the extent that he gives value and receives delivery
of the goods after issuance of the certificate and without knowledge of the
security interest,

(3) Accounts, general intangibles and mobile goods.

(a) This subsection applies to accounts (other than an account described in
subsection (5) on minerals) and general intangibles (other than uncertificated
securities) and to goods which are mobile and which are of a type normally used
in more than one jurisdiction, such as motor vehicles, trailers, rolling stock,
airplanes, shipping containers, road building and construction machinery and
commercial harvesting machinery and the like, if the goods are equipment or are
inventory leased or held for lease by the debtor to others, and are not covered
by a certificate of title described in subsection (2).

(b) The law (including the conflict of laws rules) of the jurisdiction in which
the debtor is located governs the perfection and the effect of perfection or
nonperfection of the security interest.

(c) If, however, the debtor is located in a jurisdiction which is not a part of
the United States, and which does not provide for perfection of the security
interest by filing or recording in that jurisdiction, the law of the jurisdiction in
the United States in which the debtor has its major executive office in the United
States governs the perfection and the effect of perfection or nonperfection of the
security interest through filing. In the alternative, if the debtor is located in a
jurisdiction which is not a part of the United States or Canada and the collateral
is accounts or general intangibles for money due or to become due, the security
interest may be perfected by notification to the account debtor, As used in this
paragraph, "United States" includes its territories and possessions and the
Commonwealth of Puerto Rico.

(d) A debtor shall be deemed located at his place of business if he has one,
at his chief executive office if he has more than one place of business, otherwise
at his residence. If, however, the debtor is a foreign air carrier under the Federal
Aviation Act of 1958, as amended, it shall be deemed located at the designated
office of the agent upon whom service of process may be made on behalf of the
foreign air carrier.

(e) A security interest perfected under the law of the jurisdiction of the
location of the debtor is perfected until the expiration of four months after a
change of the debtor’s location to another jurisdiction, or until perfection would
have ceased by the law of the first jurisdiction, whichever period first expires.
Unless perfected in the new jurisdiction before the end of that period, it becomes
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unperfected thereafter and is deemed to have been unperfected as against a
person who became a purchaser after the change.

(4) Chattel paper.

The rules stated for goods in subsection (1) apply to a possessory security
interest in chattel paper. The rules stated for accounts in subsection (3) apply
to a nonpossessory security interest in chattel paper, but the security interest may
not be perfected by notification to the account debtor,

(5) Minerals.

Perfection and the effect of perfection or nonperfection of a security interest
which is created by a debtor who has an interest in minerals or the like
(including oil and gas) before extraction and which attaches thereto as extracted,
or which attaches to an account resulting from the sale thereof at the wellhead
or minehead are governed by the law (including the conflict of laws rules) of the
jurisdiction wherein the wellhead or minehead is located.

(6) (Ureertifieated-seeurities:

Fhe—taw—(including—-the—eenfliet—oiJaws—rulesi—of—the—jurisdietion—of
erganizttion-of-the-issuerpgoverns-the-perfeetion-and-the-effeet-efperfection—or
nen-perfeetion—of—n-seeurity—interest—in—uneertifiented—seeuritiess)) Investinent

property.
(a) This subsection applies to investment property.

(b) Except as otherwise provided in paragraph (), during the time that a
security certificate is located in a jurisdiction, perfection of a security interest,
the effect of perfection or non-perfection, and the priority of a security interest
in the certificated security represented thereby are governed by the local law of
that jurisdiction.

(c) Except as otherwise provided in paragraph (), perfection of a security
interest, the effect of perfection or non-perfection, and the priority of a security
interest in an uncertificated security are governed by the locat law of the issuer's
jurisdiction as specified in section 10(4) of this act.

(d) Except as otherwise provided in paragraph (f), perfection of a security
interest, the effect of perfection or non-perfection, and the priority of a security
interest in a security entitlement or securities account are governed by the tocal
law of the securities intermediary's jurisdiction as specified in section 10(5) of
this act.

(e) Except as otherwise provided in paragraph (f), perfection of a security
interest, the effect of perfection or non-perfection, and the priority of a security
interest in a commodity contract or comunodity account are governed by the local
law of the commodity intermediary’s jurisdiction. The following rules determine
a_"commodity intermediary’s jurisdiction" for purposes of this paragraph:

(i) if an apreement between the commodity intermediary and commodity
customer specifies that it is governed by the law of a particular jurisdiction, that
jurisdiction is the commodity intermediary’s jurisdiction.

(ii) if an agreement between the commodity intermediary and commodity
customer does not specify the governing law as provided in subparagraph (i), but
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expressly specifies that the commodity account is maintained at an office in a
particular _jurisdiction, that jurisdiction is the commodity intermediary's
jurisdiction.

(iii) if an agreement between the commodity intermediary and commodity
customer does not specify a jurisdiction as provided in subparagraph (i) or (ii),
the commodity intermediary's jurisdiction is the jurisdiction in which is located
the office identified in an account statement as the office serving the commodity
customer's account,

(iv) if an agreement between the commodity intermediary and commodity
customer does not specify a jurisdiction as provided in subparagraph (i) or (ii)
and an account statement does not identify an office serving the commodity
customer’s account as provided in subparagraph (iii), the commodity
intermediary’s jurisdiction is the jurisdiction in which is located the chief
executive office of the commodity intermediary.

(f) Perfection of a security interest by filing, automatic perfection of a
security interest in investment property granted by a broker or securities interme-
diary, and automatic perfection of a security interest in a commodity contract or
commodity account granted by a commodity intermediary are poverned by the
local law of the jurisdiction in which the debtor is located.

Sec. 59. RCW 62A.9-105 and 1986 ¢ 35 s 46 are each amended to read as
follows:

DEFINITIONS AND INDEX OF DEFINITIONS. (1) In this Article unless
the context otherwise requires:

(a) "Account debtor" means the person who is obligated on an account,
chattel paper or general intangible;

{b) "Chattel paper" means a writing or writings which evidence both a
monetary obligation and a security interest in or a lease of specific goods, but a
charter or other contract involving the use or hire of a vessel is not chattel paper.
When a transaction is evidenced both by such a security agreement or a lease
and by an instrument or a series of instruments, the group of writings taken
together constitutes chattel paper;

(c) "Collateral" means the property subject to a security interest, and
includes accounts and chattel paper which have been sold;

(d) "Debtor” means the person who owes payment or other performance of
the obligation secured, whether or not he owns or has rights in the collateral, and
includes the seller of accounts or chattel paper. Where the debtor and the owner
of the collateral are not the same person, the term "debtor" means the owner of
the collateral in any provision of the Article dealing with the collateral, the
obligor in any provision dealing with the obligation, and may include both where
the context so requires;

(e) "Deposit account” means a demand, time, savings, passbook or like
account maintained with a bank, savings and loan association, credit union or
like organization, other than an account evidenced by a certificate of deposit;
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(f) "Document" means document of title as defined in the general definitions
of Article 1 (RCW 62A.1-201), and a receipt of the kind described in subsection
(2) of RCW 62A.7-201;

(g) "Encumbrance” includes real estate mortgages and other liens on real
estate and all other rights in real estate that are not ownership intcrests;

(h) "Goods" includes all things which are movable at the time the security
interest attaches or which are fixtures (RCW 62A.9-313), but does not include
money, documents, instruments, investment property, commodity contracts,
accounts, chattel paper, general intangibles, or minerals or the like (including oil
and gas) before extraction, "Goods" also includes standing timber which is to
be cut and removed under a conveyance or contract for sale, the unborn young
of animals and growing crops;

(i) "Instrument” means a negotiable instrument (defined in RCW 62A.3-
104), ((er-t—ecertifieated—seeurity—{(definedin—REW-62A-8-102))) or any other
writing which evidences a right to the payment of money and is not itself a
sccurity agreement or lease and is of a type which is in ordinary course of
business transferred by delivery with any necessary indorsement or assignment,
The term does not include investment property;

(j) "Mortgage" means a consensual interest created by a real estate
mortgage, a trust deed on real estate, or the like;

(k) An advance is made "pursuant to commitment” if the secured party has
bound himself to make it, whether or not a subsequent event of default or other
event not within his control has relieved or may relieve him from his obligation;

(1) "Security agreement" means an agreement which creates or provides for
a security interest;

{m) "Secured party” means a lender, seller or other person in whose favor
there is a security interest, including a person to whom accounts or chattel paper
have been sold. When the holders of obligations issued under an indenture of
trust, equipment trust agreement or the like are represented by a trustee or other
person, the representative is the secured party;

(n) "Transmitting utility" means any person primarily engaged in the
railroad, street railway or trolley bus business, the electric or electronics
communications transmission business, the transmission of goods by pipeline, or
the transmission or the production and transmission of electricity, steam, gas or
water, or the provision of sewer service.

(2) Other definitions applying to this Article and the sections in which they

appear are;

"Account”, RCW 62A.9-106.
"Attach". RCW 62A.9-203.
"Commodity contract”. Section 61 of this act.
"Commodity customer", Section 61 of this act.
"Commodity intermediary”. Section 61 of this act.
"Construction mortgage". RCW 62A.9-313(1).
"Consumer goods". RCW 62A.9-109(1).
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"Control".
"Equipment"”.

"Farm products".
"Fixture",

"Fixture filing".
“General intangibles".
“Inventory".
"Investment property".
"Lien creditor".
"Proceeds”.

"Purcbase money security

interest".
"United States".

(3) The following definitions in other Articles apply to this Article:

"Broker".

"Certificated security".
"Check",

"Clearing _corporation”.
"Contract for sale".
"Control".

"Delivery".
"Entitlement holder”.
"Financial asset”.

"Holder in due course”,

WASHINGTON LAWS, 1995

Section 61 of this act.

RCW 62A.9-109(2).
RCW 62A.9-109(3).
RCW 62A.9-313.
RCW 62A.9-313.
RCW 62A.9-106.
RCW 62A.9-109(4).
Section 61 of this act.

RCW 62A.9-301(3).
RCW 62A.9-306(1).

RCW 62A.9-107.
RCW 62A.9-103.

RCW 62A 8-102.

RCW 62A 8-102.

RCW 62A.3-104.
RCW 62A.8-102,
RCW 62A.2-106.
RCW 62A.8-106.

RCW 62A 8-301.

RCW 62A.8-102.

RCW 62A.8-102.

RCW 62A.3-302.

“Note". RCW 62A.3-104.
"Sale", RCW 62A.2-106.
"Securities intermediary". RCW 62A .8-102,
"Security". RCW 62A .8-102,
"Security certificate”. RCW 62A.8-102.
"Security entitlement"”. RCW 62A.8-102.
"Uncertificated security". RCW 62A.8-102.

(4) In addition Article 1 contains general definitions and principles of
construction and interpretation applicable throughout this Article.

Sec, 60. RCW 62A.9-106 and 1981 ¢ 41 s 10 are each amended to read as
follows:

DEFINITIONS: "ACCOUNT"; "GENERAL INTANGIBLES". "Account"
means any right to payment for goods sold or leased or for services rendered
which is not evidenced by an instrument or chattel paper, whether or not it has
been earned by performance. "General intangibles" means any personal property
(including things in action) other than goods, accounts, chattel paper, documents,
instruments,_investment property, and money. All rights to payment earned or
unearned under a charter or other contract involving the use or hire of a vessel
and all rights incident to the charter or contract are accounts.
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NEW SECTION. Sec. 61. A new section is added to Title 62A RCW, to
be codified as RCW 62A.9-115, to read as follows:

INVESTMENT PROPERTY. (1) In this Article;

(a) "Commodity account” means an account maintained by a commodity
intermediary in which a commodity contract is carried for a commodity
customer,

(b) "Commodity contract” means a commodity futures contract, an option
on a coinmodity futures contract, a commodity option, or other contract that, in
each case, is:

(i) traded on or subject to the rules of a board of trade that has been
designated as a contract market for such a contract pursuant to the federal
commodities laws; or

(ii) traded on a foreign commodity board of trade, exchange, or market, and
is carried on the books of a commodity intermediary for a commodity customer.

(c) "Commodity customer” means a person for whom a commodity
intermediary carries a commodity contract on its books,

(d) "Commodity intermediary" means:

(i) a person who is registered as a futures commission merchant under the
federal commodities laws; or

(ii) a person who in the ordinary course of its business provides clearance
or settlement services for a board of trade that has been designated as a contract
market pursuant to the federal commodities laws,

(e) "Control" with respect to a certificated security, uncertificated security,
or security entitlement has the meaning specified in RCW 62A.8-106. A secured
party has control over a commodity contract if by agreement among the
commodity customer, the commodity intermediary, and the secured party, the
commodity intermediary has agreed that it will apply any value distributed on
account of the commodity contract as directed by the secured party without
further consent by the commodity customer. 1f a commodity customer grants a
security interest in a commodity contract to its own commodity intermediary, the
commodity intermediary as secured party has control. A secured party has
control over a securities account or commodity account if the secured party has
control over all security entitiements or commodity contracts carried in the
securities account or commodity account,

(f) "Investment property" means:

(i) a security, whether certificated or uncertificated,;

(ii) a security entitlement;

(iii) a securities account;

(iv) a commodity contract; or

(v) a commodity account.

(2) Attachment or perfection of a security interest in a securities account is
also attachment or perfection of a security interest in all security entitiements
carried in the securities account. Attachment or perfection of a security interest
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in a commodity account is also attachment or perfection of a security interest in
all commodity contracts carried in the commodity account.

(3) A description of collateral in a security agreement or financing statement
is sufficient to create or perfect a security interest in a certificated security,
uncertificated security, security entitlement, securities account, commodity
contract, or commodity account whether it describes the collateral by those terms,
or as investment property, or by description of the underlying security, financial
asset, or commodity contract. A description of investment property collateral in
a security agreement or financing statement is sufficient if it identifies the
collateral by specific listing, by category, by quantity, by a computational or
allocational formula or procedure, or by any other method, if the identity of the
collateral is objectively determinable.

(4) Perfection of a security interest in investment property is governed by
the following rules:

(a) A security interest in investment property may be perfected by control.

(b) Except as otherwise provided in paragraphs (c) and (d), a security
interest in investment property may be perfected by filing.

(c) If the debtor is a broker or securities intermediary a security interest in
investment property is perfected when it attaches. The filing of a financing
statement with respect to a security interest in investment property granted by a
broker or securities intermediary has no effect for purposes of perfection or
priority with respect to that security interest,

(d) If a debtor is a commodity intermediary, a security interest in a
commaodity contract or a commodity account is perfected when it attaches. The
filing of a financing statement with respect to a security interest in a commodity
contract or a commodity account granted by a commodity intermediary has no
effect for purposes of perfection or priority with respect to that security interest.

(5) Priority between conflicting security interests in the same investment
property is governed by the following rules:

(a) A security interest of a secured party who has control over investment
property has priority over a security interest of a secured party who does not
have control over the investment property.

(b) Except as otherwise provided in paragraphs (c) and (d), conflicting
security interests of secured parties each of whom has control rank equally.

(c) Except as otherwise agreed by the securities intermediary, a security
interest in a security entitlement or a securities account granted to the debtor’s
own securities intermediary has priority over any security interest granted by the
debtor to another secured party.

(d) Except as otherwise agreed by the commodity intermediary, a security
interest in a commodity contract or a commodity account granted to the debtor’s
own commodity intermediary has priority over any security interest granted by
the debtor to another secured party.
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(e) Conflicting security interests granted by a broker, a securities intermedi-
ary, or a commodity intermediary which are perfected without control rank
equally.

() In all other cases, priority between conflicting security interests in
investment property is governed by RCW 62A.9-312 (5), (6), and (7). RCW
62A.9-312(4) does not apply to investment property.

(6) If a security certificate in registered form is delivered to a secured party
pursuant to agreement, a written security agreement is not required for attach-
ment or enforceability of the security interest, delivery suffices for perfection of
the security interest, and the security interest has priority over a conflicting
security interest perfected by means other than control, even if a necessary
indorsement is lacking.

NEW SECTION. Sec. 62. A new section is added to Title 62A RCW, to
be codified as RCW 62A.9-116, to read as follows:

SECURITY INTEREST ARISING IN PURCHASE OR DELIVERY OF
FINANCIAL ASSET. (1) If a person buys a financial asset through a securities
intermediary in a transaction in which the buyer is obligated to pay the purchase
price to the securities interiediary at the time of the purchase, and the securities
intermediary credits the financial asset to the buyer's securities account before
the buyer pays the securities intermediary, the securities intermediary has a
security interest in the buyer’s security entitlement securing the buyer’s
obligation to pay. A security agreement is not required for attachment or
enforceability of the security interest, and the security interest is automatically
perfected.

(2) If a certificated security, or other financial asset represented by a writing
which in the ordinary course of business is transferred by delivery with any
necessary indorsement or assignment is delivered pursuant to an agreement
between persons in the business of dealing with such securities or financial assets
and the agreement calls for delivery versus payment, the person delivering the
certificate or other financial asset has a security interest in the certificated
security or other financial asset securing the seller’s right to receive payment,
A security agreement is not required for attachment or enforceability of the
security interest, and the security interest is automatically perfected.

Sec. 63. RCW 62A.9-203 and 1986 ¢ 35 s 47 are each amended to rcad as
follows:

ATTACHMENT AND ENFORCEABILITY OF SECURITY INTEREST;
PROCEEDS((;)); FORMAL REQUISITES. (1) Subject to the provisions of
RCW 62A.4-208 on the security interest of a collecting bank, - (RGW
62A-8-321)) sections 61 and 62 of this act on security interests in ((seeurities))
investment property, and RCW 62A.9-113 on a security interest arising under the
Article on Sales, a security interest is not enforceable against the debtor or third
parties with respect to the collateral and does not attach unless:
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(a) the collateral is in the possession of the secured party pursuant to
agreement, the collateral is investment property and the secured party has control
pursuant to agreement, or the debtor has signed a security agreement which
contains a description of the collateral and in addition, when the security interest
covers crops growing or to be grown or timber to be cut, a description of the
land concerned,

(b) value has been.given; and

(c) the debtor has rights in the collateral.

(2) A security interest attaches when it becomes enforceable against the
debtor with respect to the collateral. Attachment occurs as soon as all of the
events specified in subsection (1) have taken place unless explicit agreement
postpones the time of attaching.

(3) Unless otherwise agreed a security agreement gives the secured party the
rights to proceeds provided by RCW 62A.9-306.

{4) A transaction, although subject to this Article, is also subject to chapters
31.04, ((31:685)) 31.12, 31.16, 31.20, and 31.24 RCW, and in the case of conflict
between the provisions of this Article and any such statute, the provisions of
such statute control. Failure to comply with any applicable statute has only the
effect which is specified therein,

Sec. 64, RCW 62A.9-301 and 1982 ¢ 186 s 2 are each amended to read as
follows:

PERSONS WHO TAKE PRIORITY OVER UNPERFECTED SECURITY
INTERESTS; RIGHTS OF "LIEN CREDITOR". (1) Except as otherwise
provided in subsection (2), an unperfected security interest is subordinate to the
rights of

(a) persons entitled to priority under RCW 62A.9-312;

{(b) a person who becomes a lien creditor before the security interest is
perfected;

(c) in the case of goods, instruments, documents, and chattel paper, a person
who is not a secured party and who is a transferee in bulk or other buyer not in
ordinary course of business, or is a buyer of farm products in ordinary course of
business, to the extent that he gives value and receives delivery of the collateral
without knowledge of the security interest and before it is perfected;

(d) in the case of accounts ((erd)), general intangibles, and investment
property, a person who is not a secured party and who is a transferee to the
extent that he gives value without knowledge of the security interest and before
it is perfected.

(2) If the secured party files with respect to a purchase money security
interest before or within twenty days after the debtor receives possession of the
collateral, he takes priority over the rights of a transferee in bulk or of a lien
creditor which arise between the time the security interest attaches and the time
of filing.

(3) A "lien creditor” means a creditor who has acquired a lien on the
property involved by attachment, levy or the like and includes an assignee for
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benefit of creditors from the time of assignment, and a trustee in bankruptcy
from the date of the filing of the petition or a receiver in equity from the time
of appointment.

(4) A person who becomes a lien creditor while a security interest is
perfected takes subject to the security interest only to the extent that it secures
advances :nade before he becomes a lien creditor or within forty-five days
thereafter or made without knowledge of the lien or pursuant to a commitment
entered into without knowledge of the lien.

Sec. 65. RCW 62A.9-302 and 1987 c 189 s I and 1986 c 35 s 48 are each
reenacted and amended to read as follows:

WHEN FILING IS REQUIRED TO PERFECT SECURITY INTEREST;
SECURITY INTERESTS TO WHICH FILING PROVISIONS OF THIS
ARTICLE DO NOT APPLY. (1) A financing statement must be filed to perfect
all security interests except the following:

(a) a security interest in collateral in possession of the secured party under
RCW 62A.9-305;

(b) a security interest temporarily perfected in instruments, certificated
securities, or documents without delivery under RCW 62A.9-304 or in proceeds
for a ten day period under RCW 62A.9-306;

(c) a security interest created by an assignment of a beneficial interest in a
trust or a decedent’s estate;

(d) a purchase money security interest in consumer goods; but filing is
required for a motor vehicle required to be registered and other property subject
to subsection (3) of this section; and fixture filing is required for priority over
conflicting interests in fixtures to the extent provided in RCW 62A.9-313;

(e) a security interest of a collecting bank (RCW 62A.4-208) ((er—in
securities{(REW—62A-8-321))) or arising under the Article on Sales (RCW
62A.9-113) or covered in subsection (3) of this section;

(f) an assignment for the benefit of all the creditors of the transferor, and
subsequent transfers by the assignee thereunder;

(g) a security interest in investment property which is perfected without
filing under section 61 or 62 of this act.

(2) If a secured party assigns a perfccted security interest, no filing under
this Article is required in order to continue the perfected status of the security
interest against creditors of and transferees from the original debtor,

(3) The filing of a financing statement otherwise required hy this Article is
not necessary or effective to perfect a security interest in property subject to

(a) a statute or treaty of the United States which provides for a national or
international registration or a national or international certificate of title or which
specifies a place of filing different from that specified in this Article for filing
of the security interest; or

(b) the following statute of this state: RCW 46.12.095 or 88.02.070; but
during any period in which collateral is inventory held for sale by a person who
is in the business of selling goods of that kind, the filing provisions of this
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Article (Part 4) apply to a security interest in that collateral created by him as
debtor; or

(c) a certificate of title statute of another jurisdiction under the law of which
indication of a security interest on the certificate is required as a condition of
perfection (subsection (2) of RCW 62A.9-103).

(4) Compliance with a statute or treaty described in subsection (3) is
equivalent to the filing of a financing statement under this Article, and a security
interest in property subject to the statute or treaty can be perfected only by
compliance therewith except as provided in RCW 62A.9-103 on multiple state
transactions. Duration and renewal of perfection of a security interest perfected
by compliance with the statute or treaty are governed by the provisions of the
statute or treaty; in other respects the security interest is subject to this Article.

(5) Part 4 of this Article does not apply to a security interest in property of
any description created by a deed of trust or mortgage made by any corporation
primarily engaged in the railroad or street railway business, the furnishing of
telephone or telegraph service, the transmission of oil, gas or petroleum products
by pipe line, or the production, transmission or distribution of electricity, steam,
gas or water, but such security interest may be perfected under this Article by
filing such deed of trust or mortgage with the departiment of licensing. When so
filed, such instrument shall remain effective until terminated, without the need
for filing a continuation statement. Assignments and releases of such instruments
may also be filed with the department of licensing. The director of licensing
shall be a filing officer for the foregoing purposes.

| Sec. 66. RCW 62A.9-304 and 1986 ¢ 35 s 49 are each amended to read as
follows:

PERFECTION OF SECURITY INTEREST IN INSTRUMENTS, DOCU-
MENTS, AND GOODS COVERED BY DOCUMENTS; PERFECTION BY
PERMISSIVE FILING; TEMPORARY PERFECTION WITHOUT FILING OR
TRANSFER OF POSSESSION. (1) A security interest in chattel paper or
negotiable documents may be perfected by filing. A security interest in money
or instruments (other than ((eertifieated—seeurities—or)) instruments which
constitute part of chattel paper) can be perfected only by the secured party’s
taking possession, except as provided in subsections (4) and (5) of this section
and subsections (2) and (3) of RCW 62A.9-306 on proceeds.

(2) During the period that goods are in the possession of the issuer of a
negotiable document therefor, a security interest in the goods is perfected by
perfecting a security interest in the document, and any security interest in the
goods otherwise perfected during such period is subject thereto.

(3) A security interest in goods in the possession of a bailee other than one
who has issued a negotiable document therefor is perfected by issuance of a
document in the name of the secured party or by the bailee’s receipt of
notification of the secured party’s interest or by filing as to the goods.

(4) A security interest in instruments ((¢other—than)), certificated securi-
ties((3)), or negotiable documents is perfected without filing or the taking of
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possession for a period of twenty-one days from the time it attaches to the extent
that it arises for new value given under a written security agreement.

(5) A security interest remains perfected for a period of twenty-one days
without filing where a secured party having a perfected security interest in an
instrument ((¢otherthan)), a ccrtificated security((3)). a negotiable document or
goods in possession of a bailee other than one who has issued a negotiable
document therefor

(a) makes available to the debtor the goods or documents representing the
goods for the purpose of ultimate sale or exchange or for the purpose of loading,
unloading, storing, shipping, transshipping, manufacturing, processing or
otherwise dealing with them in a manner preliminary to their sale or exchange
but priority between conflicting security interests in the goods is subject to
subsection (3) of RCW 62A.9-312; or

(b) delivers the instrument or_certificated security to the debtor for the
purpose of ultimate sale or exchange or of presentation, collection, renewal, or
registration of transfer.

(6) After the twenty-one day period in subsections (4) and (5) perfection
depends upon compliance with applicable provisions of this Article.

Sec. 67. RCW 62A.9-305 and 1986 ¢ 35 s 50 are each amended to read as
follows:

WHEN POSSESSION BY SECURED PARTY PERFECTS SECURITY
INTEREST WITHOUT FILING. A security interest in letters of credit and
advices of credit (subsection (2)(a) of RCW 62A.5-116), goods, instruments
((tother-than-eertifieated—seeurities))), money, negotiable documents, or chattet
paper may be perfected by the secured party's taking possession of the collateral.
If such collateral other than goods covered by a negotiable document is held by
a bailee, the secured party is deemed to have possession from the time the bailee
receives notification of the secured party’s interest. A security interest is
perfected by possession from the time possession is taken without relation back
and continues only so long as possession is retained, unless otherwise specified
in this Article. The security interest may be otherwise perfected as provided in
this Article before or after the period of possession by the secured party.

Sec. 68. RCW 62A.9-306 and 1981 ¢ 41 s 19 are each amended to read as
follows:

"PROCEEDS"; SECURED PARTY'S RIGHTS ON DISPOSITION OF
COLLATERAL. (1) "Proceeds" includes whatever is received upon the sale,
exchange, collection or other disposition of collateral or proceeds. Insurance
payable by reason of loss or damage to the collateral is proceeds, except to the
extent that it is payable to a person other than a party to the security agreement.
Any payments or distributions made with respect to_investment property
collateral are proceeds. Money, checks, deposit accounts, and the like are "cash
proceeds”. All other proceeds are "non-cash proceeds”.
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(2) Except where this Article otherwise provides, a security interest
continues in collateral notwithstanding sale, exchange or other disposition thereof
unless the disposition was authorized by the secured party in the security
agreement or otherwise, and also continues in any identifiable proceeds including
collections received by the debtor.

(3) The security interest in proceeds is a continuously perfected security
interest if the interest in the original collateral was perfected but it ceases to be
a perfected security interest and becomes unperfected ten days after receipt of the
proceeds by the debtor unless

(a) a filed financing statement covers the original collateral and the proceeds
are collateral in which a security interest may be perfected by filing in the office
or offices where the financing statement has been filed and, if the proceeds are
acquired with cash proceeds, the description of collateral in the financing
statement indicates the types of property constituting the proceeds; ((ef))

(b) a filed financing statement covers the original collateral and the proceeds
are identifiable cash proceeds or instruments; ((ef))

(c) the original collateral was investment property and the proceeds are
identifiable cash proceeds; or

(d) the security interest in the proceeds is perfected before the expiration of
the ten day period.

Except as provided in this section, a security interest in proceeds can be
perfected only by the methods or under the circumstances permitted in this
Atticle for original collateral of the same type.

(4) In the event of insolvency proceedings instituted by or against a debtor,
a secured party with a perfected security interest in proceeds has a perfected
security interest only in the following proceeds:

(a) in identifiable non-cash proceeds and in separate deposit accounts
containing only proceeds;

(b) in identifiable cash proceeds in the form of money which is neither
commingled with other money nor deposited in a deposit account prior to the
insolvency proceedings;

(c) im identifiable cash proceeds in the form of checks and the like which
are not deposited in a deposit account prior to the insolvency proceedings; and

(d) in all cash and deposit accounts of the debtor in which proceeds have
been commingled with other funds, but the perfected security interest under this
paragraph (d) is

(i) subject to any right of set-off; and

(i) limited to an amount not greater than the amount of any cash proceeds
received by the debtor within ten days before the institution of the insolvency
proceedings less the sum of (I) the payments to the secured party on account of
cash proceeds received by the debtor during such period and (II) the cash
proceeds received by the debtor during such period to which the secured party
is entitled under paragraphs (a) through (c) of this subsection (4).
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(5) If a sale of goods results in an account or chattel paper which is
transferred by the seller to a secured party, and if the goods are returned to or
are repossessed by the seller or the secured party, the following rules determine
priorities;

(a) If the goods were collateral at the time of sale for an indebtedness of the
seller which is still unpaid, the original security interest attaches again to the
goods and continues as a perfected security interest if it was perfected at the time
when the goods were sold. If the security interest was originally perfected by
a filing which is still effective, nothing further is required to continue the
perfected status; in any other case, the secured party must take possession of the
returned or repossessed goods or must file.

(b) An unpaid transferee of the chattel paper has a security interest in the
goods against the transferor. Such security interest is prior to a security interest
asserted under paragraph (a) to the extent that the transferee of the chattel paper
was entitled to priority under RCW 62A.9-308.

(c) An unpaid transferee of the account has a security interest in the goods
against the transferor. Such security interest is subordinate to a security interest
asserted under paragraph (a).

(d) A security interest of an unpaid transferee asserted under paragraph (b)
or (c) must be perfected for protection against creditors of the transferor and
purchasers of the returned or repossessed goods.

. Sec. 69. RCW 62A.9-309 and 1986 ¢ 35 s 51 are each amended to read as
follows:

PROTECTION OF PURCHASERS OF INSTRUMENTS, DOCUMENTS,
AND SECURITIES. Nothing in this Article limits the rights of a holder in due
course of a negotiable instrument (RCW 62A.3-302) or a holder to whom a
negotiable document of title has been duly negotiated (RCW 62A.7-501) or a
((benafide)) protected purchaser of a security (RCW ((62A-8-362)) 62A.8-303)
and such holders or purchasers take priority over an earlier security interest even
though perfected. Filing under this Article does not constitute notice of the
security interest to such holders or purchasers. '

Sec. 70. RCW 62A.9-312 and 1989 ¢ 251 s I are each amended to read as
follows:

PRIORITIES AMONG CONFLICTING SECURITY INTERESTS IN THE
SAME COLLATERAL. (1) The rules of priority stated in other sections of this
Part and in the following sections shall govern when applicable: RCW 62A 4-
208 with respect to the security interests of collecting banks in items being
collected, accompanying documents and proceeds; RCW 62A.9-103 on security
interests related to other jurisdictions; RCW 62A.9-114 on consignments; section
61 of this act on security interests in investment property.

(2) Conflicting priorities between security interests in crops shall be
governed by chapter 60.11 RCW.
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(3) A perfected purchase money security interest in inventory has priority
over a conflicting security interest in the same inventory and also has priority in
identifiable cash proceeds received on or before the delivery of the inventory to
a buyer if

(a) the purchase money security interest is perfected at the time the debtor
receives possession of the inventory; and

(b) the purchase money secured party gives notification in writing to the
holder of the conflicting security interest if the holder had filed a financing
statement covering the same types of inventory (i) before the date of the filing
made by the purchase money secured party, or (ii) before the beginning of the
twenty-one day period where the purchase money security interest is temporarily
perfected without filing or possession (subsection (5) of RCW 62A.9-304); and

(c) the holder of the conflicting security interest receives the notification
within five years before the debtor receives possession of the inventory; and

(d) the notification states that the person giving the notice has or expects to
acquire a purchase money security interest in inventory of the debtor, describing
such inventory by item or type.

(4) A purchase money security interest in collateral other than inventory has
priority over a conflicting security interest in the same collateral or its proceeds
if the purchase money security interest is perfected at the time the debtor
receives possession of the collateral or within twenty days thereafter,

(5) In all cases not governed by other rules stated in this section (including
cases of purchase money security interests which do not qualify for the special
priorities set forth in subsections (3) and (4) of this section), priority between
conflicting security interests in the same collateral shall be determined according
to the following rules:

(a) Conflicting security interests rank according to priority in time of filing
or perfection. Priority dates from the time a filing is first made covering the
collateral or the time the security interest is first perfected, whichever is earlier,
provided that there is no period thereafter when there is neither filing nor
perfection.

(b) So long as conflicting security interests are unperfected, the first to
attach has priority. '

(6) For the purposes of subsection (5) a date of filing or perfection as to
collateral is also a date of filing or perfection as to proceeds.

(7) If future advances are made while a security interest is perfected by
filing, the taking of possession, or under (REW—62A-8-321-en—seeurities))
section 61 or 62 of this act on investment property, the security interest has the
same priority for the purposes of subsection (5) with respect to the future
advances as it does with respect to the first advance. If a commitment is made
before or while the security interest is so perfected, the security interest has the
same priority with respect to advances made pursuant thereto. In other cases a
perfected security interest has priority from the date the advance is made.
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Sec. 71. RCW 62A.10-104 and 1965 ex.s. ¢ 157 s 10-104 are each
amended to read as follows:

LAWS NOT REPEALED. (((8)) The Article on Documents of Title
(Article 7) does not repeal or modify any laws prescribing the form or contents
of documents of title or the services or facilities to be afforded by bailees, or
otherwise regulating bailees’ businesses in respects not specifically dealt with
herein; but the fact that such laws are violated does not affect the status of a
document of title which otherwise complies with the definition of a document of
title (RCW 62A.1-201),

(()-This-Tile-does-not-repeat-ehapter150;Laws-ef1961(chapter2+-++
REWS—cited hoUinif Aet—forthe-Simplifieat ¢ Fidueiary—Seetsi

former-Aet-shall-eontrok))
NEW SECTION. Sec. 72. This act is necessary for the immediate

preservation of the public peace, health, or safety, or support of the state
government and its existing public institutions, and shall take effect July 1, 1995.

Passed the Senate March 7, 1995.

Passed the House April 5, 1995.

Approved by the Governor April 17, 1995.

Filed in Office of Secretary of State April 17, 1995.

CHAPTER 49
[Senate Bill 5351]
FAMILY DAY-CARE PROVIDERS’ HOME FACILITIES—CERTIFICATION

AN ACT Relating to requirements of cities regarding certification of family day-care provider's
home facilities; and atnending RCW 35.63.185, 35A.63.215, and 36.70A.450.

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

Sec. I. RCW 35.63.185 and 1994 ¢ 273 s 14 are each amended to read as
follows:

No city may enact, enforce, or maintain an ordinance, development
regulation, zoning regulation, or official control, policy, or administrative practice
which prohibits the use of a residential dwelling, located in an area zoned for
residential or commercial use, as a family day-care provider's home facility.

A city may require that the facility: (1) Comply with all building, fire,
safety, health code, and business licensing requirements; (2) conform to lot size,
building size, setbacks, and lot coverage standards applicable to the zoning
district except if the structure is a legal nonconforming structure; (3) is certified
by the ((state-department-ef-tieensing)) office of child care policy licensor as
providing a safe passenger loading area; (4) include signage, if any, that
conforms to applicable regulations; and (5) limit hours of operations to facilitate
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neighborhood compatibility, while also providing appropriate opportunity for
persons who use family day-care and who work a nonstandard work shift.

A city may also require that the family day-care provider, before state
licensing, require proof of written notification by the provider that the immedi-
ately adjoining property owners have been informed of the intent to locate and
maintain such a facility. 1If a dispute arises between neighbors and the family
day-care provider over licensing requirements, the licensor may provide a forum
to resolve the dispute.

Nothing in this section shall be construed to prohibit a city from imposing
zoning conditions on the establishment ‘and maintenance of a family day-care
provider's home in an area zoned for residential or commercial use, so long as
such conditions are no more restrictive than conditions imposed on other
residential dwellings in the same zone and the establishment of such facilities is
not precluded. As used in this section, "family Jay-care provider" is as defined
in RCW 74,15.020.

Sec, 2, RCW 35A.63.215 and 1994 ¢ 273 s 16 are each amended to read
as follows:

No city may enact, enforce, or maintain an ordinance, dJevelopment
regulation, zoning regulation, or official control, policy, or administrative practice
which prohibits the use of a residential dwelling, located in an area zoned for
residential or commercial use, as a family day-care provider's home facility.

A city may require that the facility: (1) Comply with all building, fire,
safety, health code, and business licensing requirements; (2) conform to lot size,
building size, setbacks, and lot coverage standards applicable to the zoning
district except if the structure is a legal nonconforming structure; (3) is certified
by the ((state-department-of-licensing)) office of child care policy licensor as
providing a safe passenger loading area; (4) include signage, if any, that
conforms to applicable regulations; and (5) limit hours of operations to facilitate
neighborhood compatibility, while also providing appropriate opportunity for
persons who use family day-care and who work a nonstandard work shift.

A city may also require that the family day-care provider, before state
licensing, require proof of written notification by the provider that the immedi-
ately adjoining property owners have been informed of the intent 1o locate and
maintain such a facility. If a dispute arises between neighbors and the family
day-care provider over licensing requirements, the licensor may provide a forum
to resolve the dispute.

Nothing in this section shall be construed to prohibit a city from imposing
zoning conditions on the establishment and maintenance of a family day-care
provider's home in an area zoned for residential or commercial use, so long as
such conditions are no more restrictive than conditions imposed on other
residential dwellings in the same zone and the establishment of such facilities is
not precluded. As used in this section, "family day-care provider" is as defined
in RCW 74.15.020,
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Sec. 3. RCW 36.70A.450 and 1994 ¢ 273 s 17 are each amended to read
as follows;

No city that plans or elects to plan under this chapter may enact, enforce,
or maintain an ordinance, development regulation, zoning regulation, or official
control, policy, or administrative practice which prohibits the use of a residential
dwelling, located in an area zoned for residential or commercial use, as a family
day-care provider's home facility.

A city may require that the facility: (1) Comply with all building, fire,
safety, health code, and business licensing requirements; (2) conform to lot size,
building size, setbacks, and lot coverage standards applicable to the zoning
district except if the structure is a legal nonconforming structure; (3) is certified
by the ((state-department-of-Heensing)) office of child care policy licensor as
providing a safe passenger loading area; (4) include signage, if any, that
conforms to applicable regulations; and (5) limit hours of operations to facilitate
neighborhood compatibility, while also providing appropriate opportunity for
persons who use family day-care and who work a nonstandard work shift.

A city may also require that the family day-care provider, before state
licensing, require proof of written notification by the provider that the immedi-
ately adjoining property owners have been informed of the intent to locate and
maintain such a facility. 1f a dispute arises between neighbors and the family
day-care provider over licensing requirements, the licensor may provide a forum
to resolve the dispute.

Nothing in this section shall be construed to prohibit a city that plans or
clects to plan under this chapter from imposing zoning conditions on the estab-
lishment and maintenance of a family day-care provider's home in an area zoned
for residential or commercial use, so long as such conditions are no more
restrictive than conditions imposed on other residential dwellings in the same
zone and the establishment of such facilities is not precluded. As used in this
section, "family day-care provider” is as defined in RCW 74.15.020.

Passed the Senate March 7, 1995.

Passed the House April 5, 1995,

Approved by the Governor April 17, 1995.

Filed in Office of Secretary of State April 17, 1995,

CHAPTER 50
|Substitute Senate Bill 5367]

FAILURE TO OBEY AN OFFICER—PENALTIES

AN ACT Relating to the penalty for failing to obey an officer; amending RCW 46.61.015 and
46.61.020; and prescribing penaliies.

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

Sec. I. RCW 46.61.015 and 1975 ¢ 62 s 17 are each amended to read as
follows:
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No person shall wilfully fail or refuse to comply with any lawful order or
direction of any duly authorized flagman or any police officer or fire fighter
invested by law with authority to direct, control, or regulate traffic.

A violation of this section is a misdemeanor.

Sec. 2, RCW 46.61.020 and 1989 ¢ 353 s 6 are each amended to read as
follows:

1t is unlawful for any person while operating or in charge of any vehicle to
refuse when requested by a police officer to give his name and address and the
name and address of the owner of such vehicle, or for such person to give a false
name and address, and it is likewise unlawful for any such person to refuse or
neglect to stop when signaled to stop by any police officer or to refuse upon
demand of such police officer to produce his certificate of license registration of
such vehicle, his insurance identification card, or his vehicle driver’s license or
to refuse to permit such officer to take any such license, card, or certificate for
the purpose of examination thereof or to refuse to permit the examination of any
equipment of such vehicle or the weighing of such vehicle or to refuse or neglect
to produce the certificate of license registration of such vehicle, insurance card,
or his vehicle driver’s license when requested by any court. Any police officer
shall on request produce evidence of his authorization as such.

A violation of this section is a_misdemeanor.

Passed the Senate March 7, 1995.

Passed the House April 5, 1995.

Approved by the Governor April 17, 1995.

Filed in Office of Secretary of State April 17, 1995.

CHAPTER 51
[Substitute Senate Bill 5463]
ALCOHOL SERVERS TRAINING

AN ACT Relating to alcohol servers training for on-premises liquor licensees; adding new
sections to chapter 66.20 RCW; {creating a new section;] and prescribing penaltics.

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

NEW SECTION. Sec. 1. The legislature finds that education of alcohol
servers on issues such as the physiological effects of alcohol on consumers,
liability and legal implications of serving alcohol, driving while intoxicated, and
methods of intervention with the problem customer are important in protecting
the health and safety of the public. The legislature further finds that it is in the
best interest of the citizens of the state of Washington to have an alcohol server
education program.

NEW SECTION. Sec. 2. Unless the context clearly requires otherwise, the
definitions in this section apply throughout sections 3 through 7 of this act.
(1) "Alcohol" has the same meaning as "liquor" in RCW 66.04.010.
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(2) "Alcohol server” means any person serving or selling alcohol, spirits,
wines, or beer for consumption at an on-premises retail licensed facility as a
regular requirement of his or her employment, and includes those persons
eighteen years of age or older permitted by the liquor laws of this state to serve
alcohulic beverages with meals.

(3) "Board" means the Washington state liquor control board.

(4) "Training entity" means any liquor licensee associations, independent
contractors, private persons, and private or public schools, that have been
certified by the board.

(5) "Retail licensed premises” means any premises licensed to sell alcohol
by the glass or by the drink, or in orig