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Brief Description: Including nonprofits in the small business economic impact statement
requirement.

Sponsors: Senators Honeyford, Kastama, West, Keiser, Winsley and Rasmussen.

Senate Committee on Commerce & Trade
House Committee on State Government

Background: The Federal Regulatory Flexibility Act of 1980 gave federal agencies the
power to reduce the impact of rules and paperwork requirements on small businesses. The
state of Washington followed the federal practice in enacting the Regulatory Fairness Act in
1982.

Under the Regulatory Fairness Act, in most instances when a state agency proposes to adopt
a rule, the agency must prepare a "small business economic impact statement." The
statement must include a description of how small businesses will be involved in the
development of the rule, an analysis of the costs of complying with the proposed rule,
including whether compliance will result in lost sales or revenue, and whether the rule will
have a disproportionate impact on small businesses. The statement must also identify the
steps, if any, the agency took to reduce the costs of the rule on small businesses, or provide
a "reasonable justification for not doing so."

"Small business" is defined to mean "any business entity, including a sole proprietorship,
corporation, partnership, or other legal entity, that is owned and operated independently from
all other businesses, that has the purpose of making a profit, and that has 50 or fewer
employees."

Summary: For the purposes of the Regulatory Fairness Act, the requirement that an entity
affected by a rule must have "the purpose of making a profit" is deleted from the definition
of "small business." Agencies preparing small business economic impact statements must
consider the effect of rules on nonprofit corporations, charitable organizations and similar
groups with 50 or fewer employees.

Votes on Final Passage:

Senate 49 0
House 98 0

Effective: July 27, 2003
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