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SENATE BI LL 6175

State of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on

By Senators MCaslin, Strannigan, Haugen, Sellar, Brown and Lovel and;
by request of State Treasurer

Read first time 01/12/98. Referred to Commttee on Governnent
Oper ati ons.

AN ACT Relating to financing contracts; anending RCW 39.94. 010,
39.94. 020, 39.94.030, 39.94.040, 39.36.060, 52.16.061, 52.16.080, and
53. 36. 030; adding a new section to chapter 39.94 RCW and creating a
new section.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 39.94 RCW
to read as foll ows:

(1) It isthe intent of the legislature that the financing program
aut hori zed by this chapter be self-supporting.

(2) The state treasurer is authorized to levy fees and apply
specified investnent earnings from time to tinme sufficient to pay
program expenses including, but not limted to, costs of issuance, and
to create reserves to assure tinely paynent of financing contracts.
The investnent earnings available for this purpose represent the
earni ngs on paynents received fromstate and ot her agenci es.

Sec. 2. RCW39.94.010 and 1989 c 356 s 1 are each anended to read
as foll ows:
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The purposes of this chapter are to confirmthe authority of the
state, its agencies, departnents, and instrumentalities, the state
board for community ((eeHege—-education)) and technical colleges, and
the state institutions of higher education to enter into contracts for
the acquisition of real and personal property which provide for
paynments over a term of nore than one year and to exclude such
contracts fromthe conputation of indebtedness under RCW 39. 42. 060 and
Article VI11, section 1 of the state Constitution. It is further the
purpose of this chapter to permt the state, its agencies, departnents,
and instrunentalities, the state board for comunity ((eeH-ege
eduecatt+on)) and technical colleges, and the state institutions of
hi gher education to enter into financing contracts whi ch make provi sion
for the issuance of certificates of participation and other financing
structures. Financing contracts of the state, whether or not entered
into under this chapter, shall be subject to approval by the state
finance commttee except as provided in this chapter.

This chapter shall be liberally construed to effect its purposes.

Sec. 3. RCW39.94.020 and 1990 ¢ 47 s 3 are each anmended to read
as follows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout this chapter.

(1) "Credit enhancement” includes insurance, letters of credit,
lines of credit, or other simlar agreenents whi ch enhance the security
for the paynent of the state’s or an other agency’s obligations under
financi ng contracts.

(2) "Financing contract" nmeans any contract entered into by the
state for itself or on behalf of an other agency which provides for the
use and purchase of real or personal property by the state and provi des
for paynment by the state over a termof nore than one year, and which
provides that title to the subject property ((shakl)) nay secure
performance of the state or transfer to the state or _an other agency by
the end of the term upon exercise of an option, for a nom nal anount
or for a price determned wthout reference to fair narket value
Fi nanci ng contracts shall include, but not be limted to, conditional
sales contracts, financing |eases, |ease purchase contracts, or
refinancing contracts, but shall not include operating or true | eases.
For purposes of this chapter, the term"financing contract" shall not
i ncl ude any nonrecourse financing contract or other obligation payable
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only fromnoney or other property received fromprivate sources and not
payable from any public noney or property. The term "financing
contract” shall include a "master financing contract."

(3) "Master financing contract" neans a financing contract which
provi des for the use and purchase of property by the state, and which
may i nclude nore than one financing contract and appropriation.

(4) "Other agency" neans any conm ssion established under Title 15
RCW a library or regional library, an educational service district,
the superintendent of public instruction, the school directors’
association, a health district, or any county, city, town, school
district, or other nunicipal corporation or quasi nunicipal corporation
described as such by statute.

(5) "State" neans the state, agency, departnent, or instrunmentality
of the state, the state board for community ((eeHege—eduecation)) and
technical colleges, and any state institution of higher education.

((5))) (B6) "State finance conmttee" neans the state finance
comm ttee under chapter 43.33 RCW

((6))) (7) "Trustee" neans a bank or trust conpany, within or
W thout the state, authorized by |law to exercise trust powers.

Sec. 4. RCW39.94.030 and 1989 c 356 s 3 are each anended to read
as follows:

(1) The state may enter into financing contracts for itself or on
behalf of an other agency for the use and acquisition for public
purposes of real and personal property. Paynments under financing
contracts of the state shall be nmade by the state from currently
appropriated funds or funds not constituting "general state revenues”
as defined in Article VIIlI, section 1 of the state Constitution.
Paynent s under financing contracts of the state on behalf of any other
agency shall be nmade from the sources identified in the financing
contract. The treasurer of an other agency shall remt paynents under
financing contracts to the office of the state treasurer or to the
state treasurer’s designee. In the event of any deficiency of paynents
by an other agency under a financing contract, the treasurer of the
ot her agency shall transfer any legally available funds of the other
agency in satisfaction of the other agency’'s obligations under the
financing contract if such funds have been obligated by the other
agency under the financing contract and, if such deficiency is not
thereby cured, the office of the state treasurer is directed to
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withdraw fromthat agency’s share of state revenues for distribution or
ot her money an anount sufficient to fulfill the terns and conditions of

the financing contract. The termof any financing contract shall not
exceed thirty years or the remaining useful life of the property,
whi chever is shorter. Financing contracts may include other terns and
condi ti ons agreed upon by the parties.

(2) The state for itself or on behalf of an other agency may enter
into contracts for credit enhancenment, which shall limt the recourse
of the provider of credit enhancenent solely to the security provided
under the financing contract secured by the credit enhancenent.

(3) The state or an other agency may grant a security interest in
real or personal property acquired under financing contracts. The
security interest may be perfected as provided by the wuniform
commerci al code - secured transactions, or otherw se as provi ded by | aw
for perfecting liens on real estate. Oher terns and conditions may be
i ncl uded as agreed upon by the parties.

(4) (a) Except under (b) of this subsection, financing contracts and
contracts for credit enhancenment entered into under the l[imtations set
forthin this chapter shall not constitute a debt or the contracting of
i ndebt edness under RCW 39.42. 060 or any other law limting debt of the

state. It is the intent of the legislature that such contracts al so
shall not constitute a debt or the contracting of indebtedness under
Article VIIl, section 1 of the state Constitution. Certificates of

participation in paynents to be nmade under financing contracts also
shal |l not constitute a debt or the contracting of an i ndebt edness under
RCW39.42. 060 i f paynent is conditioned upon paynent by the state under
the financing contract with respect to which the sane relates. It is
the intent of the legislature that such certificates also shall not
constitute a debt or the contracting of indebtedness under Article
VIIl, section 1 of the state Constitution if paynent of the
certificates is conditioned upon paynent by the state under the
financing contract with respect to which those certificates relate.

(b) A financing contract nmade by the state on behalf of an other
agency may be secured by the pledge of revenues of the other agency or
other agency’s full faith and credit or may, at the option of the state
finance commttee, include a contingent obligation by the state for
paynment under such financing contract.
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Sec. 5. RCW39.94.040 and 1989 c 356 s 4 are each anended to read
as follows:

(1) Except as provided in RCW28B. 10. 022, the state nmay not enter
into any financing contract for itself if the aggregate principa
anount payabl e thereunder is greater than an anount to be established
fromtine to tinme by the state finance commttee or participate in a
program providing for the issuance of certificates of participation,
including any contract for credit enhancenent, wthout the prior
approval of the state finance commttee. Except as provided in RCW
28B. 10. 022, the state finance commttee shall approve the form of al
financing contracts or a standard format for all financing contracts.
The state finance conmmittee al so may:

(a) Consolidate existing or potential financing contracts into
mast er financing contracts with respect to property acquired by one or
nore agenci es, departnents, instrunentalities of the state, the state

board for comunity ((eeHege—-education)) and technical colleges, or a

state institution of higher learning; or to be acquired by an other
agency;

(b) Approve prograns providing for the i ssuance of certificates of
participation in master financing contracts for the state or for other
agenci es;

(c) Enter into agreenents wth trustees relating to nmaster
financing contracts; and

(d) Make appropriate rules for the performance of its duties under
this chapter.

(2) In the performance of its duties under this chapter, the state
finance commttee may consult with representatives fromthe depart nent
of general adm nistration, the office of financial managenent, and the
departnent of information services.

(3) Wth the approval of the state finance conmttee, the state
also may enter into agreenents with trustees relating to financing
contracts and the issuance of certificates of participation.

(4) The state may not enter into any financing contract for real
property of the state without prior approval of the |egislature.

(5) The state may not enter into any financing contract on behalf
of an other agency w thout the approval of such a financing contract by
t he governi ng body of the other agency.
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Sec. 6. RCW39.36.060 and 1987 ¢ 19 s 5 are each anended to read
as follows:

This chapter does not apply to a |loan nade pursuant to a |oan
agreenent under chapter 39.69 RCWor a financing contract under chapter

39. 94 RCW and any conput ati on of i ndebtedness under this chapter shall
excl ude the anmount of any |oan under such a | oan agreenent.

Sec. 7. RCWH52.16.061 and 1993 ¢ 231 s 1 are each anended to read
as follows:

The board of fire commssioners of the district shall have
authority to contract indebtedness and to refund sane for any general
di strict purpose, including expenses of maintenance, operation and
adm nistration, and the acquisition of firefighting facilities, and
evi dence the sane by the i ssuance and sal e of general obligation bonds
of the district payable at such time or tinmes not |onger than twenty
years fromthe issuing date of the bonds. Such bonds shall be issued
and sold in accordance with chapter 39.46 RCW Such bonds shall not
exceed an anount, together with any outstanding nonvoter approved
general obligation indebtedness but excl udi ng financing contracts under

chapter 39.94 RCW equal to three-eighths of one percent of the val ue
of the taxable property within the fire protection district, as the
term "val ue of the taxable property" is defined in RCW 39. 36. 015.

Sec. 8. RCW52.16.080 and 1984 ¢ 186 s 40 are each anended to read
as follows:

Fire protection districts additionally are authorized to incur
general indebtedness for capital purposes and to issue general
obl i gati on bonds not to exceed an anount, together w th any outstandi ng
general obligation indebtedness but excluding financing contracts under

chapter 39.94 RCW equal to three-fourths of one percent of the val ue
of the taxable property within such district, as the term"val ue of the
taxabl e property” is defined in RCW 39. 36. 015, and to provide for the
retirement thereof by excess property tax |evies, when the voters of
the district have approved a proposition authorizing such i ndebt edness
and levies by an affirmative vote of three-fifths of those voting on
the proposition at such el ection, at which el ection the total nunber of
persons voting shall constitute not less than forty percent of the
voters in the fire protection district who voted at the |ast preceding
general state election. The maxi mumtermof such bonds may not exceed
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twenty years. Such bonds shall be issued and sold in accordance with
chapter 39.46 RCW  Such elections shall be held as provided in RCW
39. 36. 050.

Sec. 9. RCWA53.36.030 and 1996 ¢ 66 s 1 are each anended to read
as follows:

(1)(a) Except as provided in (b) of this subsection, a port
district may at any tinme contract indebtedness or borrow noney for
district purposes and nay issue general obligation bonds therefor not
exceeding an anount, together with any existing indebtedness of the
district not authorized by the voters, of one-fourth of one percent of
t he value of the taxable property in the district.

(b) Port districts having |l ess than eight hundred mllion dollars
in value of taxable property during 1991 nmay at any tinme contract
i ndebt edness or borrow noney for port district purposes and may issue
general obligation bonds therefor not exceeding an anount, conbined
with existing indebtedness of the district not authorized by the
voters, of three-eighths of one percent of the value of the taxable
property in the district. Prior to contracting for any indebtedness
authorized by this subsection (1)(b), the port district nust have a
conprehensive plan for harbor inprovenents or industrial devel opnent
and a long-termfinancial plan approved by the departnent of community,
trade, and econom c devel opnent. The departnent of community, trade,
and econom ¢ devel opnent is imune fromany liability for its part in
reviewing or approving port district’s inprovenent or devel opnent
pl ans, or financial plans. Any i ndebtedness authorized by this
subsection (1)(b) may be used only to acquire or construct a facility,
and, prior to contracting for such i ndebt edness, the port district nust
have a | ease contract for a mninmumof five years for the facility to
be acquired or constructed by the debt.

(2) Wth the assent of three-fifths of the voters voting thereon at
a general or special port election called for that purpose, a port
district may contract indebtedness or borrow noney for district
pur poses and may issue general obligation bonds therefor provided the
total indebtedness of the district at any such tine shall not exceed
three-fourths of one percent of the value of the taxable property in
the district.

(3) In addition to the indebtedness authorized under subsections
(1) and (2) of this section, port districts having less than two
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hundred mllion dollars in value of taxable property and operating a
muni ci pal airport may at any tinme contract i ndebtedness or borrow noney
for airport capital inprovenent purposes and nmay issue general
obl i gati on bonds therefor not exceedi ng an addi ti onal one-ei ghth of one
percent of the value of the taxable property in the district wthout
aut hori zation by the voters; and, wth the assent of three-fifths of
the voters voting thereon at a general or special port election called
for that purpose, may contract indebtedness or borrow noney for airport
capital inprovenment purposes and may issue general obligation bonds
therefor for an additional three-eighths of one percent provided the
total indebtedness of the district for all port purposes at any such
time shall not exceed one and one-fourth percent of the value of the
taxabl e property in the district.

(4) Any port district may issue general district bonds evidencing
any indebtedness, payable at any tine not exceeding fifty years from
the date of the bonds. Any contract for indebtedness or borrowed noney
aut hori zed by RCW53. 36.030(1)(b) shall not exceed twenty-five years.
The bonds shall be issued and sold in accordance with chapter 39.46
RCW

(5) Elections required under this section shall be held as provided
i n RCW 39. 36. 050.

(6) For the purpose of this section, "indebtedness of the district"”
shal |l not include any debt of a county-wi de district with a popul ation
|l ess than twenty-five hundred people when the debt is secured by a
nmortgage on property leased to the federal governnment; and the term
"val ue of the taxable property"” shall have the nmeaning set forth in RCW
39. 36. 015.

(7) This section does not apply to a loan nmade under a |oan
agreenent under chapter 39.69 RCWor a financing contract under chapter
39.94 RCW and a conputation of indebtedness under this chapter nust
excl ude the anount of a | oan under such a | oan agreenent.

NEW SECTION.  Sec. 10. Chapter . . ., Laws of 1998 (this act) is
applicable to an other agency, as defined in RCW 39.94.020, for the
financi ng of equi pnment on Septenber 1, 1998, and for the financing of
real estate on July 1, 2000.
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