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THI RD ENGROSSED SUBSTI TUTE HOUSE BI LL 1053

State of WAshi ngt on 58th Legislature 2004 Regul ar Session

By House Conmittee on State Governnment (originally sponsored by
Representatives M osci a, Ar st r ong, Hai gh, Si npson, Schoesl er,
Quall, OBrien, Kirby, Cox, Eicknmeyer, Berkey, MCoy, Rudernman
Hatfield, Sullivan, Morris, Linville, Ahern, Veloria, Bush, Conway,
Di ckerson, Lovick, Fromhold, Dunshee, Gonbosky, Kenney, Kagi, Schual -
Ber ke and Canpbel |)

READ FI RST TI ME 01/ 23/ 03.

AN ACT Rel ating to governnent accountability; adding a new section
to chapter 43.88 RCW adding new sections to chapter 43.131 RCW addi ng
a new chapter to Title 43 RCW and creating new sections.

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

NEW SECTION. Sec. 1. The legislature finds that:

(1) CGtizens demand and deserve nore accountability of public
pr ogr amns;

(2) Washington state government and other entities that receive tax
dollars nust continuously inprove the way they operate and deliver
services so citizens receive maxi numvalue for their tax dollars;

(3) A conprehensive system of neasuring performance i s necessary to
eval uate the effectiveness of agency prograns and agency performance
managenent practices, and to denonstrate accountability; and

(4) Fair, i ndependent , and professional audits of agency
performance are necessary to ensure that government prograns are
achieving their intended goals and using their resources in the nost
producti ve manner.

p. 1 3ESHB 1053



© 00 N O Ol WDN P

W WNNNNMNNNMNNMNNNNRRRRRRERERPR PR
P O © 0 N U WNEROOOO-NOOOUDAWRINIERO

32
33
34
35
36
37

NEW SECTION. Sec. 2. For purposes of sections 3 through 6 of this
act:

(1) "Board" neans the citizen oversight board created in section 3
of this act.

(2) "Draft work plan" neans the work plan for conducting
performance audits of state agencies proposed by the board based on the
st atewi de perfornmance systemrevi ew.

(3) "Final performance audit report”™ neans a witten docunent
rel eased by the citizen oversight board that includes the findings and
coments fromthe prelimnary performance audit report.

(4) "Final work plan" neans the work plan for conducting
performance audits of state agencies adopted by the board.

(5 "Performance audit" neans an objective and systematic
assessnent of a state agency or any of its prograns, functions, or
activities by an independent evaluator in order to help public
officials inprove efficiency, effectiveness, and accountability.
Performance audits include econony and efficiency audits and program
effectiveness audits.

(6) "Performance systemreview' neans an objective and systematic
assessnent of a state agency's performance and outconme neasures and its
systens for managi ng towards acconplishnment of the outcones.

(7) "Prelimnary performance audit report” nmeans a witten docunent
prepared after the conpletion of a performance audit to be submtted
for cooment before the final performance audit report. The prelimnary
performance audit report nust contain the audit findings and any
proposed recommendations to inprove the efficiency, effectiveness, or
accountability of the state agency bei ng audited.

(8) "State agency" or "agency" neans a state agency, departnent,
office, officer, board, comm ssion, bureau, division, institution, or
institution of higher education. "State agency" includes all elective
offices in the executive branch of state governnent.

NEW SECTION. Sec. 3. (1) The citizen oversight board is created
to inprove efficiency, effectiveness, and accountability in state
gover nnent .

(2) The board shall consist of eight nenbers as foll ows:

(a) One nenber shall be the state auditor, who shall be a nonvoting
menber ;
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(b) One nenber shall be the chair of the joint l|legislative audit
and review commttee, or his or her designee, who shall be a nonvoting
menber ;

(c) One nenber shall be the director of the office of financia
managenent, who shall be a nonvoting nenber;

(d) Four of the nenbers shall be selected by the governor as
fol |l ows: Each major caucus of the house of representatives and the
senate shall submt a list of three names. The lists may not include
t he names of nenbers of the legislature. The governor shall select a
person fromeach |ist provided by each caucus; and

(e) The governor shall select one additional nenber.

(3) The board shall elect a chair. Neither the chair of the joint
| egislative audit and review conmttee, the director of the office of
financi al managenent, nor the state auditor may serve as chair.

(4) Appointees shall be individuals who have a basi c under st andi ng
of state governnment operations wth know edge and expertise in
performance nmanagenent, quality managenent, strategic planning,
performance assessnents, or closely related fields.

(5 Menbers selected under subsection (2)(d) and (e) of this
section shall serve for terns of four years, with the terns expiring on
June 30th on the fourth year of the term However, in the case of the
initial nmenbers, two nenbers shall serve four-year terns, two nenbers
shall serve three-year terns, and one nenber shall serve a two-year
term wth each of the ternms expiring on June 30th of the applicable
year. Appointees may be reappointed to serve nore than one term

(6) The joint legislative audit and review conmttee and the office

of financial managenent shall provide «clerical, technical, and
managenent personnel to the board to serve as the board' s staff
jointly.

(7) The board shall neet at |east once a quarter and may hold
addi tional neetings at the call of the chair or by a majority vote of
t he nenbers of the board.

(8) The nmenbers of the board shall be conpensated in accordance
with RCW 43.03.220 and reinbursed for travel expenses in accordance
wi th RCW 43. 03. 050 and 43. 03. 060.

NEW SECTION. Sec. 4. (1) The board will work with the office of
financial mnagenent and the joint legislative audit and review
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commttee regarding reviews of agency perfornmance neasurenent systens.
The reviews shall include regular assessnents of the neasures and
methods that state agencies wuse to nanage program and agency
per f or mance.

(a) The office of financial managenent shall review the performance
measur enent systens of state agencies. The purpose of these reviews is
to ensure that the governor, agency nanagenent, and the |egislature
have the neans to adequately and accurately assess the perfornmance and
out comes of those agencies and departnents. Were two or nore agencies
have shared responsibility for functions or priorities of governnent,
these reviews can also ensure that effective interagency cooperation
and collaboration occurs in areas such as program coordination,
adm ni strative structures, information systens, and adm nistration of
grants and | oans.

(b) The office of financial managenent shall review the performance
measur enent system of each agency, board, departnment, or institution
not less than every five years. 1In setting the schedul e and the extent
of reviews, the office of financial managenent shall consider the
timng and results of other recent reviews and audits conducted by the
joint legislative audit and review commttee and performance audits
under subsection (2) of this section, the seriousness of past findings,
any inadequate renedial action taken by an agency, departnent, or
institution, whether a state agency |acks performance and outconme
measures, and the desirability to include a diverse range of agencies
each year

(c) The office of financial nmanagenent shall work with the board to
develop the criteria, schedule, and nethodol ogy for conducting these
revi ews. The reviews may include, but not be limted to, the
fol | ow ng:

(i) A determ nation of whether the performance and out cone neasures
are consistent with legislative mandates, strategic plans, mssion
statenents, and goal s and objectives, and whether the |egislature has
established clear mandates, strategic plans, mssion statenents, and
goal s and objectives that |lend thenselves to performnce and outcone
neasur e;

(ii1) An exam nation of how agency managenent uses the neasures to
manage resources in an efficient and effective manner;
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(ti1) An assessnent of how performance benchmarks are used to
assess overall performance conpared to external standards and
benchmar ks;

(tv) An examnation of how neasurenent data is used to nake
pl anni ng and operational inprovenents;

(v) A determnation of how performance neasures are used in the
budget pl anni ng, devel opnent, and allotnent process and the extent to
whi ch the agency is in conpliance with its responsibilities under RCW
43. 88. 090;

(vi) A review of how performance data are reported to the
| egi sl ature;

(vii) An assessnent of whether the performance neasure data are
reliable and collected in a uniformand tinmely manner;

(viii) An assessnent of whether the collection of nmeasures used by
an agency is balanced and reflects service quality, internal and
external custonmer satisfaction, productivity, efficiency, program
ef fecti veness, and regul atory conpli ance;

(i x) An assessnment of the effectiveness of agency prograns rel ated
to pl anni ng, resourcing, organizing, directing, and controlling program
operations, and the systens put in place for neasuring, evaluating
reporting, and nonitoring program performance. Such systens include
per sonnel systens, pur chasi ng systens, contracting systens,
organi zati onal structures, and information technol ogy systens; and

(x) Recomrendati ons as necessary or appropriate.

(d) Conpleted performance neasurenent system reviews shall be
presented to the board and the governor and published on the internet.
Final reports shall also be transmitted to the joint |egislative audit
and review commttee and the appropriate policy and fiscal standing
commttees of the legislature.

(e) The office of financial managenent shall provide gui dance and
training to state agencies to support their devel opnent of performance
nmeasur enent systens.

(2) The board shall work with the state auditor's office and the
joint legislative audit and review conmttee regarding performance
audits of state governnent.

(a) The board shall establish criteria for performance audits.
Agencies shall be audited using criteria that include generally

p. 5 3ESHB 1053



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNDNMNMNMNMNMNNNMNPEPPRPPRPPRPRPRPERPEPRPPRPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O WD Ee o

accepted governnment auditing standards. Audits may evaluate the
ef fectiveness of agency prograns as well as agency internal performance
managenent systens and control s.

(b) The board shall wuse the results of the performance system
reviews conducted by the office of financial managenent, as well as
input from citizens, state enployees, state nmanagers, the joint
| egislative audit and review commttee, public officials, and others to
prepare a draft work plan for conducting perfornmance audits. The board
shal | develop a schedul e and common net hodol ogy for conducting these
audi t s.

(c) The draft work plan may include a |list of agencies, prograns,
or systens to be audited on a tineline decided by the board based on a
nunber of factors including risk, inportance, and citizen concerns
Al audits shall be designed to be conpleted within a six-nonth period.

(d) Before adopting the final work plan, the board shall consult
with the legislative auditor and other appropriate oversight and audit
entities to coordinate work plans and avoid duplication of effort in
their planned performance audits of state governnent agencies. The
board shall defer to the joint |egislative audit and review conm ttee
work plan if a simlar audit is included on both work plans for
audi ti ng.

(e) The state auditor shall contract with qualified independent
eval uators to conduct the performance audits included in the final work
pl an approved by the board. In conducting the audits, the independent
evaluator may consult with agency front-line enployees and interna
audi t ors.

(f) The audits may evaluate efficiency as well as program
ef fecti veness and may i ncl ude:

(1) The extent to which legislative, regulatory, or organizational
goal s and objectives are being achi eved;

(i1) The relative ability of alternative approaches to yield better
program performance or elimnate factors that inhibit program
ef fecti veness;

(ti1) The relative cost and benefits or cost-effectiveness of
pr ogr am per f or mance,;

(tv) Wether a program produced intended results or produced
effects that were not intended by the program s objectives;
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(v) The extent to which prograns duplicate, overlap, or conflict
with other related prograns;

(vi) The wvalidity and reliability of perfornmance neasures
concerning program effectiveness and results, or econony and
ef ficiency.

(g) Audits may al so identify and recogni ze best practices.

(h) The state auditor shall solicit coments on prelimnary
performance audit reports fromthe audited state agency, the office of
the governor, the office of financial managenent, the board, and the
joint legislative audit and review conmttee for conment. Comrent s
must be received wthin thirty days after receipt of the prelimnary
performance audit report unless a different tine period is approved by
the state auditor. All coments shall be incorporated into the final
performance audit report. The final audit report shall include the
obj ectives, scope, and nethodology; the audit results, including
findings and recomendati ons; conclusions; and identification of best
practices.

(1) The final reports shall be submtted to the board by the state
audi t or. The board shall release final reports to the citizens of
Washi ngton, the governor, and the appropriate legislative conmttees.
Fi nal performance audit reports shall be posted on the internet.

NEW SECTION. Sec. 5. The citizen oversight board shall establish
an annual assessnent and performance grading program The program
shal | consi st of conducting annual performance assessnents and gradi ng

state agency performance. Assessnents shall be inplenmented on a
phased-in schedule. Initial areas to be assessed shall include quality
managenent, productivity and fiscal efficiency, programeffectiveness,
contract nmanagenent and oversight, internal audit, internal and

external custoner satisfaction, statutory and regulatory conpliance,
and technol ogy systens and on-line services. As part of this program
t he board shall

(1) Consult with and seek input from elected officials, state
enpl oyees, and professionals wth a background 1in performance
managenent for establishing the grading standards. [In devel oping the
criteria, the board shall consider already devel oped best practices and
audit criteria used by governnent or nongovernnment organizations.
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Before the assessnent, the agencies shall be given the criteria for the
assessnment and the standards for grading;, and

(2) Contract or partner with public or private entities that have
expertise in public sector reviews and/or technical expertise in
i ndi vi dual assessnent areas to performthe assessnents and gradi ng of
all state agencies. The board may contract or partner with nore than
one entity for different assessnent areas.

The board shall submt the results of the assessnment and grading
program to the governor, the appropriate legislative commttees, and
the public by Decenber 15th of each year. The results of the annua
assessnents and performance gradi ng shall be posted on the internet.

NEW SECTION. Sec. 6. (1) The reviewed agency is responsible for
followup and corrective action on perfornmance neasurenent system
reviews. Agencies under the authority of or appointed by the governor
shall submt periodic progress reports detailing actions undertaken
toward achieving resolution to the governor and the board until al
resolution has occurred. Agencies under the authority of an elected
official other than the governor shall submt periodic progress reports
detailing actions undertaken toward achi eving resolution to the board
until all resolution has occurred. Progress reports shall be avail able
on the internet.

(2) The audited agency is responsible for followup and corrective
action on all performance audit findings and recomendations. The
audited agency's plan for addressing each audit finding and
recomrendati on shall be included in the final audit report. The plan
shall provide the nane of the contact person responsible for each
action, the action planned, and the anticipated conpletion date. | f
the audited agency does not agree with the audit findings and
recommendations or believes action is not required, then the action
pl an shall include an expl anation and specific reasons.

Agenci es under the authority of or appointed by the governor, shall
submt periodic progress reports to the governor and the board unti

all resolution has occurred. Agencies under the authority of an
el ected official other than the governor shall submt periodic reports
to the board of the action taken by the audited agency until all

resol ution has occurred. Progress reports shall be available on the
i nternet.
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NEW SECTION. Sec. 7. A new section is added to chapter 43.88 RCW
to read as foll ows:

In addition to the authority given the state auditor in RCW
43. 88.160(6), the state auditor is only authorized to contract for and
oversee performance audits pursuant to section 4 of this act.

NEW SECTION. Sec. 8. A new section is added to chapter 43.131 RCW
to read as foll ows:

The citizen oversight board created in section 3 of this act and
its powers and duties shall be term nated June 30, 2011, as provided in
section 9 of this act. The joint legislative audit and review
commttee shall contract with a private entity for the reviewin this
section.

NEW SECTION. Sec. 9. A new section is added to chapter 43.131 RCW
to read as foll ows:

The follow ng acts or parts of acts, as now existing or hereafter
anended, are each repeal ed, effective June 30, 2012:

(1) Section 2 of this act;

(2) Section 3 of this act;
(3) Section 4 of this act;
(4) Section 5 of this act;
(5) Section 6 of this act; and
(6) Section 7 of this act.

NEW SECTION. Sec. 10. |If specific funding for the purposes of
this act, referencing this act by bill or chapter nunber, is not
provi ded by June 30, 2004, in the omi bus appropriations act, this act
is null and voi d.

NEW SECTION. Sec. 11. Sections 2 through 6 of this act constitute
a new chapter in Title 43 RCW

~-- END ---
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