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HOUSE BI LL 2050

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By Representatives Sommers and Fronhold; by request of Ofice of
Fi nanci al Managenent

Read first time 02/20/2003. Referred to Commttee on Appropriations.

AN ACT Relating to the state budgeting, accounting, and reporting
system amending RCW 43.88.020, 43.88.035, 43.88.060, 43.88.090,
43.88. 130, 43.88.150, 43.88.170, 43.88.180, 43.88.190, 43.88.195,
43. 88. 250, 43.88.260, 43.88.030, 43.88.0301, 43.88.145, 43.88.110,
43. 88. 160, 43.79.270, 43.79.280, and 43. 88.550; adding new sections to
chapter 43.88 RCW creating a new section; recodifying RCW 43. 88. 010,
43.88. 020, 43.88.025, 43.88.035, 43.88.060, 43.88.090, 43.88.070,
43. 88. 080, 43.88.130, 43.88.150, 43.88.170, 43.88.180, 43.88.190,
43. 88. 195, 43.88.250, 43.88.260, 43.88.030, 43.88.032, 43.88.033,
43.88. 0301, 43.88.145, 43.88.110, 43.88.037, 43.88.160, 43.88.270,
43. 88. 290, 43.88.300, 43.88.310, 43.88.320, 43.88.570, 43.79.270,
43.79.280, 43.88.550, 43.88.240, 43.88.265, 43.88.027, 43.88.140,
43.88. 175, 43.88.200, 43.88.210, 43.88.220, 43.88.230, 43.88.901,
43.88.902, 43.88.903, and 43.88.910; and repealing RCW 43.88. 050,
43.88.067, 43.88.093, 43.88.094, 43.88.100, 43.88.120, 43.88.122,
43. 88. 205, 43.88.280, 43.88.350, 43.88.500, 43.88.505, 43.88.510,
43. 88. 515, 43.88.560, 43.88.899, 44.40.070, 44.40.080, and 47.08.010.

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

DEFI NI TI ONS
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Sec. 1. RCW43.88.020 and 2000 2nd sp.s.
to read as foll ows:

HB 2050 p. 2
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ROW-44-28-005-))
(1) "Admnistrative expenses" neans expenditures for: (a)

Sal aries, wages, and related costs of personnel and (b) operations and
mai nt enance including but not limted to costs of supplies, nmaterials,
services, and equi pnent.

(2) "Agency" neans and includes every state office, officer, each
institution, whether educational, correctional, or other, and every
departnent, division, board, and comm ssion, except as otherw se
provided in this chapter.

(3) "Annual growh rate in real personal incone"” neans the
estinmated percentage growh in personal incone for the state during the
current fiscal year, expressed in constant value dollars, as published
by the office of financial nanagenent or its successor agency.

(4) "Budget" neans a proposed plan of expenditures for a given
period or purpose and the proposed neans for financing these
expendi tures.

(5) "Budget docunent” neans a fornal statenment, either witten or
provided by any electronic nmedia or both, offered by the governor to
the leqgislature, as provided in this chapter.

(6) "Cash deficit" neans the anpbunt by which the aggregate of
di sbursenents charged to an account wll exceed the aggregate of
estinmated receipts credited to that account in the current fiscal
period, less the extent to which the deficit may have been provided for
from avail abl e begi nning cash surplus.

(7) "Dedicated fund" neans an account in the state treasury, or a
separate account in the general fund in the state treasury, that by | aw
is dedicated, appropriated, or set aside for a limted object or
purpose; but "dedicated fund" does not include a revolving fund or a
trust fund.

(8) "Disbursenents"” neans paynents in cash, including but not
limted to i ssuance of warrants.

(9) "Director of financial managenent” neans the official appointed
by the governor to serve at the governor's pleasure and to whom the
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governor nmy del egate necessary authority to carry out the governor's
duties as provided in this chapter. The director of financial
managenent shall be head of the office of financial nmanagenent which
shall be in the office of the governor.

(10) "Ensuing bi ennium’ neans the fiscal bienniumbeginning on July
1st of the sane year in which a reqular session of the legislature is
held during an odd-nunbered year pursuant to Article Il, section 12 of
the Constitution and whi ch bi enni umnext succeeds the current biennium

(11) "Estinmated receipts"” neans the estinmated receipt of cash in
the nost recent official econom c and revenue forecast prepared under
RCW 82. 33. 020, and prepared by the office of financial managenent for
those funds, accounts, and sources for which the office of the economc
and revenue forecast council does not prepare an official forecast.

(12) "Estinmated revenues" neans estinmates of revenue in the nost
recent official economc and revenue forecast prepared under RCW
82. 33. 020, and prepared by the office of financial nanagenent for those
funds, accounts, and sources for which the office of the econom c and
revenue forecast council does not prepare an official forecast
including estimtes of revenues to support financial plans under
section 28 of this act, that are prepared by the office of financial
managenent in consultation with the transportation revenue forecast
council.

(13) "Fiscal period" neans the period for which an appropriationis
made as specified within the act nmeking the appropriation.

(14) "Fiscal year" neans the year beginning July 1st and ending the
foll ow ng June 30t h.

(15) "CGeneral state revenues" neans the revenues defined by Article
VIIl, section 1(c) of the state Constitution.

(16) "Internal audit"™ neans an independent appraisal activity
within an agency for the review of operations as a service to

managenent, including a systenmatic exam nation of accounting and fiscal
controls to assure that human and material resources are quarded
agai nst waste, loss, or msuse; and that reliable data are gathered,
mai ntained, and fairly disclosed in a witten report of the audit
findi ngs.

(17) "Lapse" neans the termnation of authority to expend an
appropriation.

HB 2050 p. 6
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(18) "Leqgislative fiscal commttees" neans the joint leqgislative

audi t and review committee, t he | eqgi sl ati ve eval uati on and
accountability programcommttee, the ways and neans and transportation
commttees of the senate and the appropriations, capital, and

transportation commttees of the house of representatives, and, where

appropriate, the legislative transportation committee.

(19) "Performance audit” has the sanme neaning as it is defined in
RCW 44. 28. 005.

(20) "Performance verification" neans an analysis that (a) verifies
the accuracy of data used by state agencies in quantifying intended
results and neasuring performance toward those results, and (b)
verifies whether or not the reported results were achieved.

(21) "Public funds," for purposes of this chapter, neans all
noneys, including cash, checks, bills, notes, drafts, stocks, and
bonds, whether held in trust, for operating purposes, or for capita
pur poses, and collected or disbursed under |aw, whether or not such
funds are otherwise subject to legislative appropriation, including
funds mai ntained outside the state treasury.

(22) "Requl ations" neans the policies, standards, and requirenents,
stated in witing, designed to carry out the purposes of this chapter,
as issued by the governor or the governor's designated agent, and which
shal|l have the force and effect of |aw

(23) "Revolving fund” neans an account in the state treasury,
established by law, from which is paid the cost of goods or services
furnished to or by a state agency, and which is replenished through
charges nade for such goods or services or through transfers from ot her
accounts or funds.

(24) "State budgeting, accounting, and reporting systent neans a
system that gathers, nmintains, and communicates fiscal information
The system links fiscal information beginning with devel opnent of
agency budget requests through adoption of legislative appropriations
to tracking actual receipts and expenditures against approved plans.

(25) "State tax revenue linmt" nmeans the linmtation created by
chapter 43.135 RCW

(26) "Statenent of proposed expenditures” or "allotnent” neans a
plan prepared by each agency that breaks each appropriation and
allocation out into nonthly detail representing the best estinmate of
how t he appropriation will be expended.
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(27) "Trust fund"” neans a fund or account in the state treasury in
whi ch desi gnated persons or classes of persons have a vested benefici al
interest or equitable ownership, or which was created or established by
a gift, grant, contribution, devise, or bequest that limts the use of
the fund to designated objects or purposes.

(28) "Undesignated fund balance (or deficit)" neans unreserved and
undesignated current assets or other resources available for
expendi ture over and above any current liabilities which are expected
to be incurred by the close of the fiscal period.

NEW SECTION. Sec. 2. A new section is added to chapter 43.88 RCW
to read as foll ows:

DEFI NI TION. As used in RCWA43.88.290 and 43.88.300 (as recodified
by this act) the term"state officer or enployee" includes the nenbers
of the governing body of any state agency, as state agency is defined
in RCW43.88.020 (as recodified by this act), and those generally known
as executive managenent but excludes nonsupervisory state enployees
covered by civil service under chapter 41.06 RCW

REQUI REMENTS APPLI CABLE TO ALL BUDGETS

NEW SECTION. Sec. 3. A new section is added to chapter 43.88 RCW
to read as foll ows:

FORVAT OF BUDGET DOCUMENT. No change affecting the conparability
of agency or program information relating to expenditures, revenues,
wor kl oad, performance and personnel shall be nade in the format of any
budget docunment or report presented to the |legislature relative to the
format of the budget docunent or report which was presented to the
previ ous regul ar session of the | egislature during an odd-nunbered year
wi thout prior |egislative concurrence. Prior |egislative concurrence
shall consist of (1) a favorable majority vote on the proposal by the
standi ng conm ttees on ways and neans of both houses if the |legislature
is in session or (2) a favorable majority vote on the proposal by
menbers of the legislative evaluation and accountability program
commttee if the legislature is not in session.

Sec. 4. RCW 43.88.035 and 1973 1st ex.s. ¢ 100 s 9 are each
anmended to read as foll ows:
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SPECI AL APPENDI X TO BUDGET DOCUMENTS. Any changes in accounting
met hods and practices or in statutes affecting expenditures or revenues
for the ensuing biennium relative to the then current fiscal period
which the governor may wsh to recommend shall be clearly and
conpletely explained in ((thetext)) a special appendix of the capital
or operating budget docunents((—+hr-a—special—appenrdix—theretoe)) or in
an alternative budget docunent. This explanatory nmaterial shal
include, but need not be |imted to, estimates of revenues and
expenditures based on the sane accounting practices and nethods and
existing statutes relating to revenues and expenditure effective for
the then current fiscal period, together with alternative estimates
requi red by any changes in accounting nethods and practices and by any
statutory changes the governor may wi sh to reconmend.

Sec. 5. RCW43.88.060 and 1977 ex.s. ¢ 247 s 2 are each anended to
read as foll ows:

TI MELI NE FOR SUBM TTI NG BUDGET DOCUMENTS. The governor shall
submt ((the)) to the legislature the proposed capital and operating
budget docunents for ((the1945-—77 bienntumand)) each ((suceeeding))
bi enni um ((te—the—tegisltature)) no later than the twentieth day of
Decenber in the year preceding the session during which the budget is
to be consi dered( (+—PROUDED—Fhat—where)). Wien a budget docunent is
submitted for a fiscal period other than a biennium ((sueh)) the
docunent shall be submtted ((retessthanr)) at | east twenty days prior
to the first day of the session at which ((sueh)) the budget docunent
is to be considered. The governor shall also submt ((a—budget—biH
er)) capital and operating budget bills which for purposes of this
chapter ((+s)) are defined to nean the appropriations proposed by the
gover nor as set forth in the budget docunents. ((Sueh))
Representati ves of agenci es ((as—havebeen)) designated by the governor
for this purpose shall, when requested, by either house of the
| egi sl ature, appear ((to—-be-heardwthrespeet—tothe)) and testify on
a budget docunent and the budget bill or bills and ((+e)) supply
((sueh)) additional information as may be required.

Sec. 6. RCW 43. 88. 090 and 1997 ¢ 372 s 1 are each anended to read
as foll ows:
| NFORVATI ON FROM STATE AGENCI ES TO ASSI ST BUDGET DEVELOPMENT.

p. 9 HB 2050
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(()) For purposes of devel opi ng budget proposals to the | egislature,
t he governor shall have the power, and it shall be the governor's duty,
to require from proper agency officials such detailed estimtes and
other information in such formand at such tinmes as the governor shal

direct. The estimates for the legislature and the judiciary shall be
transmtted to the governor and shall be included in the budget w thout

revi sion. ((The estimates for state pension contributions shall be

j } )) In addition, if the governor believes
the estinates by the judiciary or leqgislature for additional funds are
probl ematic because of the state's econom c conditions, the governor
may propose an alternative to the judiciary's and |l egislature's budget
estimates. The office of financial nanagenent shall transmt copies of

the estimtes to the ((standing)) fiscal commttees ((er—ways—and
means)) of the house of representatives and senate ((at—the—samre—tire

I i ed it I Y ” . ol
managerent)) including, if appropriate, the transportation committees
of both houses, in a tinely manner after the office of financial
managenent receives them

(T . hall_inelud N hich_indi ,

HB 2050 p. 10
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NEW SECTION. Sec. 7. A new section is added to chapter 43.88 RCW
to read as foll ows:

STATE ACGENCY M SSI ONS AND GOALS. (1) Each state agency shal
define its mssion and establish neasurable goals for achieving
desirable results for those who receive its services and the taxpayers
who pay for those services. Each agency shall also develop clear
strategies and tinelines to achieve its goals. This section does not
require an agency to develop a new mssion or goals in place of
identifiable mssions or goals that neet the intent of this section
The mssion and goals of each agency nust conform to statutory
direction and limtations.

(2) For the purpose of assessing program perfornmance, each state
agency shall establish programobjectives for each major programin its
budget. The objectives nmust be consistent with the m ssions and goal s
devel oped under this section. The objectives nust be expressed to the
extent practicable in outcone-based, objective, and neasurable form

(3) Each state agency shall adopt procedures for continuous self-
assessnment of each program and activity, using the mssion, goals,
obj ectives, and neasurenents required under subsections (1) and (2) of
this section.

NEW SECTION. Sec. 8. A new section is added to chapter 43.88 RCW
to read as foll ows:

GOVERNCR- ELECT. In the year of the gubernatorial election, the
governor shall furnish the governor-elect or the governor-elect's

HB 2050 p. 12
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designee with such information as will enabl e the governor-elect or the
governor-elect's designee to gain an understanding of the state's
budget requirenents.

Sec. 9. RCW 43.88. 130 and 1965 ¢ 8 s 43.88.130 are each anended to
read as foll ows:

SPENDI NG | N EXCESS OF APPROPRI ATI ON. No agency shall expend or
contract to expend any noney or incur any liability in excess of the
anounts appropriated for that purpose((+—PROVUWDBED—TFhat—nroething—+n

hi . hall I i : I i :

For—serviece—tor—a—pertod—exceeding) ) . No agency is prohibited from
maki ng contracts, spending noney, or entering into a |ease for capital
i nprovenents for a period |longer than the fiscal period in which such
contract is made, when such contract is permtted by law. Any contract
made in violation of this section shall be null and void.

Sec. 10. RCW 43.88.150 and 1995 ¢ 6 s 1 are each anended to read
as follows:

EXPENDI TURES FROM APPROPRI ATED AND NONAPPROPRI ATED FUNDS. (1) For
those agencies that make expenditures from both appropriated and
nonappropriated funds for the sanme purpose, the governor shall direct
such agencies to charge their expenditures in such ratio, as between
appropriated and nonappropriated funds, as will conserve appropriated
f unds. This subsection does not apply to institutions of higher
education, as defined in RCW28B. 10. 016.

(2)  ((Ynless—otherwse—provided—by—taw—+H—state—npneys—are

£3))) The office of financial managenent shall adopt guidelines for
the inplenmentation of this section and section 26 of this act. The

gui delines may account for federal matching requirenents or other
requirenents to spend other noneys in a particul ar manner.

p. 13 HB 2050
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Sec. 11. RCW 43.88.170 and 1965 ¢ 8 s 43.88.170 are each anmended
to read as foll ows:

REFUND OF FEES BY STATE AGENCY. Whenever any |aw ((whieh))
provi des ((fer—the—ecolleetionof)) that an agency collect fees or other

paynents ((by—an—ageney)) but does not authorize the refund of
erroneous or excessive paynents ((thereets—+refunds—may—be rade—or
att-hortzed—by—the—ageney—whi-ch—colbected—thefees—or—payrents) ), the
agency collecting the fees or paynents may refund or authorize a refund
of all ((sueh)) anounts received by the agency in ((eenrseguence—of))
error ((—either—of fact—or—of—taw)). The regulations issued by the

governor pursuant to this chapter shall prescribe the procedure to be
enpl oyed i n maki ng these refunds.

Sec. 12. RCW 43.88.180 and 1973 1st ex.s. ¢ 100 s 8 are each
amended to read as foll ows:

APPROPRI ATI ON NOT NECESSARY FOR REFUND. Appropriations shall not
be required for refunds((;,—as—provided)) authorized in RCW 43.88.170
(as recodified by this act), ((HGF—+H—%he—GaSG—G#)) or for paynents
(( N .
made)) from trust funds specifically created by |law to discharge
awards, clains, annuities and other liabilities of the state. ((Satd))
Appropriations may be required for paynents fromthese trust funds for
adm nistrative expenses or capital inprovenents. Trust funds shal
i nclude, but shall not be limted to, the accident fund, nedical aid
fund, retirenent system fund, Washington state patrol retirenment fund
and unenpl oynent trust fund. Appropriations may be required in the
case of public service enterprises defined for the purposes of this
section as proprietary functions conducted by an agency of the state.
Under RCW 43.88.190 (as recodified by this act), an appropriation my
be required to permt paynent of obligations by revolving funds((—as

provided in RCW 43.88.190)).

Sec. 13. RCW 43.88.190 and 1965 ¢ 8 s 43.88.190 are each anmended
to read as foll ows:

REVOLVI NG FUNDS. Revol ving funds shall not be created by |aw
except to finance the operations of service units, or units set up to
supply goods and services to other units or agencies. ((Sueh)) These
service units where created shall be self-supporting operations

HB 2050 p. 14
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featuring continuous turnover of working capital. The regul ations
issued by the governor ((pursuant—te)) wunder this chapter shal
prescribe the procedures to be enployed by agencies in accounting and

reporting for revolving funds and nmay provide ((fer—the—keeptng—of
steh)) that these funds be kept in the custody of the treasurer.

Sec. 14. RCW 43.88.195 and 1996 c 186 s 509 are each anmended to
read as foll ows:

LOCAL ACCOUNTS. After August 11, 1969, no state agency, state
institution, state institution of higher education, which shall include
all state wuniversities, regional wuniversities, The Evergreen State
Col l ege, and community coll eges, shall establish any new accounts or
funds which are to be located outside of the state treasury((=
PROV-DED—That) ) . The office of financial managenent shall be
authorized to grant permssion for the establishnent of ((sueh)) an
account or fund outside of the state treasury only when the requesting
agency presents conpelling reasons of econony and efficiency which
could not be achieved by placing ((sueh)) these funds in the state
treasury. Wien the director of financial managenent authorizes the
creation of ((sueh)) the fund or account, the director shal
((forthwith)) imediately give witten notice of the fact to the
standing commttees on ways and neans of the house and senate((:
PROV-DED-FURFHER—Fhat) ). Agenci es authorized to create | ocal accounts
will utilize the services of the state treasurer's office to ensure
that new or ongoing relationships with financial institutions are in
concert wth statewde policies and procedures pursuant to RCW
43.88.160((2))) (2) (as recodified by this act).

Sec. 15. RCW 43.88.250 and 1975-'76 2nd ex.s. ¢ 83 s 1 are each
anmended to read as foll ows:

SPENDI NG | N AN EMERGENCY. Wenever an energency ((shalt)) arises
necessitating ((anr—expenditure)) that a state agency expend funds for
the preservation of peace, health, or safety, or for the ((earrHHhg—on
ef—the)) necessary work required by |aw ((ef—any—state—ageney)) for

whi ch insufficient or no appropriations have been made, the head of

((sueh)) an agency shall subnmit to the governor ((—dupti-cate—copies

ef)) in a manner determ ned by the governor a ((swern)) statenent((7))
setting forth the facts constituting the energency and the estimted

p. 15 HB 2050
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anount of noney required ((t+herefoer)) to manage the energency. |If the
governor approves ((sueh)) the estimate in whole or in part, the
governor shall ((kﬂdeFse—eﬂ—eaeh—eepy—e#—%he—s%a%enen%—%he—geve#ne#—s

: A as)) notify
the agency director and provide an allocation ((##en+any—app#ep#+a%+en

expenditures)) to the agency from funds appropriated for energency

pur poses.

Sec. 16. RCW43.88.260 and 1987 ¢ 502 s 7 are each anended to read
as follows:

| NCURRI NG A CASH DEFI CI ENCY. (1) It ((shalHl—be)) is unlawful for
any agency ((head)) director or disbursing officer to incur any cash
deficiency and any ((appetntive)) director or officer ((er—enployee
vioelating)) who violates the provisions of this section ((shak—be)) is
subj ect to summary renoval

(2) This section does not apply to:

(a) Tenporary cash deficiencies resulting from di sbursenents under
((a)) an expenditure plan approved under RCW 43.88.110 (as recodified
by this act).

(b) Tenporary cash deficiencies authorized by the director of
financi al managenent for funds and accounts in the state treasury or in
the custody of the state treasurer. Each authorization under this
subsection (b) shall distinctly specify the fund or account for which
a deficiency is authorized, the maxi mumanount of cash deficiency which
may be incurred, and the maxinum tinme period during which the cash
deficiency nmay continue. Each authorization shall expire at the end of
each fiscal biennium unless renewed by the director of financial
managenent . The director of financial managenent shall report each
aut hori zation and renewal to the legislative fiscal commttees.

(c) Tenporary cash deficiencies in funds or accounts which are
neither in the state treasury, nor in the custody of the treasurer, if
the cash deficiency does not continue past the end of the fiscal
bi enni um

(3) Nothing in this section permts the expenditure of noneys in
excess of an applicabl e appropriation.
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NEW SECTION. Sec. 17. A new section is added to chapter 43.88 RCW
to read as foll ows:

ESTI MATED REVENUES MUST BE | NCLUDED | N BUDGET. The budget shall be
based on estinmated revenues and casel oads approved by the econom ¢ and
revenue forecast council and caseload forecast council or upon the
estimated revenues and casel oads of the office of financial nmanagenent
for those funds and prograns for which the forecast councils do not
prepare an official forecast. Revenues shall be estimated for such
fiscal period fromthe source and at the rates existing by law at the
time of subm ssion of the governor's proposed biennial or supplenental
budget. However, the estinmated revenues and casel oads for use in the
governor's budget my be adjusted to reflect budgetary revenue
transfers and revenue and casel oad estimtes dependent upon budgetary
assunptions of enroll nents, workloads, and casel oads. All adjustnents
to the approved estinmated revenues and casel oads nust be set forth in
t he budget docunent.

NEW SECTION. Sec. 18. A new section is added to chapter 43.88 RCW
to read as foll ows:

PROPOSED BUDGET MJUST BALANCE. (1) The governor shall submt
proposed biennial or supplenmental budgets that are bal anced for each
account. The total beginning undesignated fund bal ance plus esti nated
revenues nust equal or exceed total proposed expenditures for each

account . In Iimted cases, when disbursenents significantly |ag
expenditures and a stable, long-term revenue source exists, the
governor may propose a budget for an account based on cash bal ance
rat her than fund bal ance. In those cases, the governor nust identify

that the proposed budget is based on cash receipts and disbursenents
and identify how the expenditure obligations of the account will be net
| ong term

(2) If, for any applicable account, the estimated receipts for the
next ensuing fiscal period plus cash beginning balance are | ess than
the aggregate of estinmated disbursenents proposed by the governor for
the next ensuing fiscal period, the governor shall include in the
budget docunent proposals on how the anticipated cash deficit shall be
addressed, whether by increasing the indebtedness of the state,
i nposing new taxes, increasing tax rates or extending them or
enpl oying any other proposal. The governor may propose orderly
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liquidation of the anticipated cash deficit over a period of one or
nore fiscal periods, if, in the governor's discretion that manner of
i quidation woul d best serve the public interest.

(3) The governor may additionally submt a proposal for
expenditures in the ensuing fiscal period fromrevenue sources derived
from proposed changes in existing statutes.

OPERATI NG BUDGET

Sec. 19. RCW 43.88.030 and 2002 ¢ 371 s 911 are each anmended to
read as foll ows:

| NSTRUCTI ONS FOR SUBM TTI NG AGENCY OPERATI NG BUDGET REQUESTS. (1)
The director of financial managenent shall provide all agencies with a
conplete set of instructions for submtting biennial operating budget
requests to the director at |east three nonths before agency budget
docunents are due into the office of financial managenent. ((Fhe

HB 2050 p. 18



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNNMNDNMNMNMNNNNPPRPPRPPRPPRPERPEPRPRERPPRERPE
N o oA WNEFE OO 0o N0 WDNPE OO oo N O W DNPEe O

19

HB 2050



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWMNDNDNDMDNDNMNDNMDDNMNMNDNMDNMNMDNPEPRPPRPEPRPRPRPPRPEPRPRERPPRPRE
0O NO O A W NPEFP O OOWwuNO O P WNEPEOOOWOOLwWNO O~ owDNDE.Oo

HB 2050

20



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWMNDNDNDMDNDNMNDNMDDNMNMNDNMDNMNMDNPEPRPPRPEPRPRPRPPRPEPRPRERPPRPRE
0O NO O A W NPEFP O OOWwuNO O P WNEPEOOOWOOLwWNO O~ owDNDE.Oo

.21

HB 2050



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWMNDNDNDMDNDNMNDNMDDNMNMNDNMDNMNMDNPEPRPPRPEPRPRPRPPRPEPRPRERPPRPRE
0O NO O A W NPEFP O OOWwuNO O P WNEPEOOOWOOLwWNO O~ owDNDE.Oo

HB 2050

22



©O© 00 N O Ol WDN P

e e e e
0o N O o A WOWDN R O

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

(2) Each agency's operating budget request nust be directly |inked

to the agency's stated mnmission, program goals, and objectives.
Consistent with this policy, agency budget requests nust include
integration of performance neasures that all ow objective determ nation
of activities' success in achieving those goals.

NEW SECTI ON. Sec. 20. A new section is added to chapter 43.88 RCW
to read as foll ows:

OTHER REQUI REMENTS OF THE GOVERNOR S PROPOSED OPERATI NG BUDGET
The governor's proposed operating budget docunment or docunents shal
al so contai n:

(1) Revenues classified by account and major source for the
i mredi ately past fiscal period, those received or anticipated for the
current fiscal period, and those anticipated for the ensuing biennium

(2) The undesi gnated fund bal ance or deficit, by account;

(3) Expenditures classified by account, function, and agency
i ncl udi ng nonappropri ated and nonbudgeted accounts outside the state
treasury;

(4) Estimates of all anticipated revenues applicable to proposed
operating or capital expenditures, and all proposed operating or
capital expenditures including but not limted to agency operationa
expenses, debt service charges, and paynents of cl ains;

(5 Oher supporting exhibits or explanatory material that the
governor considers useful to the legislature or the public;
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(6) Expenditures and revenues shall be given in conparative form
showi ng those incurred or received for the imrediately past fisca
period and those anticipated for the current biennium and next ensuing
bi ennium as well as those required to support the six-year prograns
and financial plans required under section 28 of this act;

(7) A showi ng and expl anati on of ampbunts of general fund and ot her
accounts obligations for debt service and any transfers of noneys that
ot herwi se woul d have been avail abl e for appropriation;

(8) Common school expenditures on a fiscal-year basis;

(9) A showing, by agency, of the value and purpose of financing
contracts for the |ease/purchase or acquisition of personal or real
property for the current and ensuing fiscal periods; and

(10) A show ng and explanation of anticipated anounts of genera
fund and other accounts required to anortize the unfunded actuari al
accrued liability of the retirement system specified under chapter
41.45 RCW and the contributions to neet such anortization, stated in
total dollars and as a |evel percentage of total conpensation. The
governor may include proposed changes to rates based on chapter 41.45
RCW as a separate step in the budget.

CAPI TAL BUDGET

Sec. 21. RCW 43.88.0301 and 2002 c 312 s 1 are each anended to
read as foll ows:

CAPI TAL BUDGET DOCUMENT | NSTRUCTI ONS. (1) The director of
financial managenent shall provide all agencies with a conplete set of
instructions for submtting capital budget requests to the director at
| east three nonths before agency capital budget docunents are due into
the office of financial managenent.

(2) The office of financial managenent nmust include in its capital
budget instructions, beginning with its instructions for the 2003-05
capital budget, a request for "yes" or "no" answers for the follow ng
addi tional informational questions from capital budget applicants for
all proposed mmjor capital construction projects valued over five
mllion dollars and required to conplete a predesign

(a) For proposed capital projects identified in this subsection
that are located in or serving city or county planning under RCW
36. 70A. 040:
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(1) Whether the proposed capital project is identified in the host
city or county conprehensive plan, including the capital facility plan,
and i nplementing rul es adopted under chapter 36. 70A RCW

(1i) Whether the proposed capital project is located wthin an
adopt ed urban growth area:

(A) If at all l|ocated within an adopted urban grow h area boundary,
whether a project facilitates, accomodates, or attracts planned
popul ati on and enpl oynent grow h;

(B) If at all located outside an urban growh area boundary,
whet her the proposed capital project nay create pressures for
addi ti onal devel opnent;

(b) For proposed capital projects identified in this subsection
that are requesting state funding:

(1) Wether there was regional coordination during project
devel opnent ;

(1i) Whether | ocal and additional funds were | everaged;

(ti1) Waether environnmental outcones and the reduction of adverse
envi ronment al i npacts were exam ned.

((2r)) (3) For projects subject to subsection ((£3)) (2) of this
section, the office of financial managenent shall request the required
i nformati on be provided during the predesign process of mjor capital
construction projects to reduce long-term costs and increase process
ef ficiency.

((3y)) (4) The office of financial managenent, in fulfilling its
duties under ((REW-43-88-0306{3))) section 22 of this act to create a
capital budget  docunent, must  ( (take—+nteo—aeceount)) consider
i nformati on gat hered under subsections ((H)) (2) and ((&»)) (3) of
this section in an effort to pronote state capital facility
expenditures that mnimze unplanned or uncoordinated infrastructure
and devel opnent costs, support economc and quality of life benefits
for existing communities, and support |ocal governnment planning
efforts.

((4)Y)) (5) The office of conmunity devel opnent nust provide staff
support to the office of financial nmanagenent and affected capital
budget applicants to help collect data required by subsections ((£8))

(2) and ((2))) (3) of this section.
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NEW SECTI ON. Sec. 22. A new section is added to chapter 43.88 RCW
to read as foll ows:

CAPI TAL BUDGET DOCUMENT REQUI REMENTS. (1) The governor shal
submt a proposed biennial or supplenental capital budget docunent or
schedule that will contain the foll ow ng:

(a) A statement setting forth a long-range facilities plan for the
state that identifies and includes the highest priority needs within
af f ordabl e spendi ng | evel s;

(b) A capital program consisting of proposed capital projects for
the next biennium and the two biennia succeeding the next biennium
consistent with the long-range facilities plan. To the extent it is
practical, and recognizing energent needs, the capital program shal
reflect the priorities, projects, and spending levels proposed in
previously submtted capital budget docunents in order to provide a
reliable |long-range planning tool for the legislature and state
agenci es;

(c) A capital plan consisting of proposed capital spending for at
| east two biennia succeedi ng the next biennium

(d) A strategic plan for reducing backlogs of maintenance and
repair projects. The plan shall include a prioritized Iist of specific
facility deficiencies and capital projects to address the deficiencies
for each agency, cost estimates for each project, a schedule for
conpleting projects over a reasonable period of tinme, and
identification of normal rmaintenance activities to reduce future
backl ogs;

(e) A statenent of the reason or purpose for a project;

(f) Verification that a project is consistent wth the provisions
set forth in chapter 36. 70A RCW

(g) A statenent about the proposed site, size, and estinated life
of the project, if applicable;

(h) Estimated total project cost;

(i) For major projects valued over five mllion dollars, estinated
costs for the follow ng project conponents: Acqui sition, consultant
servi ces, construction, equipnent, project nmanagenent, and other costs
included as part of the project. Proj ect conponent costs shall be
displayed in a standard format defined by the office of financial
managenent to all ow conpari sons between projects;
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(j) Estimated total project cost for each phase of the project as
defined by the office of financial managenent;

(k) Estimated ensuing biennium costs;

(1) Estimated costs beyond the ensui ng biennium

(m Estimated construction start and conpl eti on dates;

(n) Source and type of funds proposed;

(o) Estimated ongoi ng operating budget costs or savings resulting
fromthe project, including staffing and nmai ntenance costs;

(p) For any capital appropriation requested for a state agency for
the acquisition of land or the capital inprovenent of Iand in which the
primary purpose of the acquisition or inprovenment is recreation or
w I dlife habitat conservation, the governor's capital budget docunent,
or an omi bus |ist of recreation and habitat acquisitions provided with
t he governor's operating budget document, shall identify the projected
costs of operation and maintenance for at least the two biennia
succeedi ng the next biennium QOmibus lists of habitat and recreation

| and acquisitions shall include individual project cost estinates for
operation and maintenance as well as a total for all state projects
included in the list. The docunent shall identify the source of funds

from which the operation and maintenance costs are proposed to be
f unded;

(q) Such other information bearing upon capital projects as the
governor deens to be useful;

(r) Standard terns, including a standard and uni formdefinition of
normal mai ntenance, for all capital projects;

(s) Such other information as the |egislature may direct by |aw or
concurrent resol ution.

(2) For purposes of this section, the term"capital project” shal
be defi ned subsequent to the analysis, findings, and recommendati ons of
a joint commttee conprised of representatives fromthe house capita
budget conmttee, senate ways and neans conmttee, |legislative
transportation conmmttee, |egislative evaluation and accountability
program conm ttee, and office of financial nanagenent.

NEW SECTION. Sec. 23. A new section is added to chapter 43.88 RCW
to read as foll ows:
MONI TORI NG CAPI TAL APPROPRI ATI ONS AND EXPENDI TURES. (1) The office
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of financial managenent shall develop a nmethod for nonitoring capital

appropriations and expenditures that wll capture at Ileast the
foll ow ng el enents:
(a) Appropri ations made for capital proj ects i ncl udi ng

transportation projects;

(b) Estimates of total project costs including past, current,
ensui ng, and future biennial costs;

(c) Conparisons of actual costs to estimated costs;

(d) Conparisons of estinmated construction start and conpletion
dates with actual dates;

(e) Docunentation of fund shifts between projects.

(2) This data may be incorporated into the existing accounting
system or into a separate project nmanagenent system as deened
appropriate by the office of financial managenent.

(3) State agencies shall submt to the office of financial
managenent an agency mai ntenance report for each najor canpus or site,
as defined by the office of financial nmanagenent. Reports shall be
prepared in a format prescribed by the office of financial managenent,
and shall include but not be limted to: I nformati on describing the
nunber, size, and condition of state-owned facilities; facility
mai nt enance, repair, and operating expenses paid from the state
operating and capital budgets, including maintenance staffing |evels;
the condition of major infrastructure systens; and nmaintenance
managenent initiatives undertaken by the agency over the prior year.
Agenci es shall submt their annual maintenance summary reports to the
of fice of financial managenent by Septenber 1st of each year.

NEW SECTION. Sec. 24. A new section is added to chapter 43.88 RCW
to read as foll ows:

REVI EW OF MAJOR CAPI TAL PRQOIECTS. (1) The office of financial
managenent , prior to approving allotnents for maj or capital
construction projects valued over five mllion dollars, shall institute
procedures for review ng such projects at the predesign stage that w |
reduce long-termcosts and increase facility efficiency.

(2) No expenditure may be incurred or obligation entered into for
such major capital construction projects including, wthout exception,
| and acquisition, site devel opnent, predesign, design, construction
and equi pnent acquisition and installation, until the allotnent of the
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funds to be expended has been approved by the office of financial
managenent . This limtation does not prohibit the continuation of
expenditures and obligations into the succeeding bienniumfor projects
for which allotnents have been approved in the immediate prior
bi enni um

Sec. 25. RCW43.88.145 and 1994 ¢ 219 s 6 are each anended to read
as follows:

TRANSFER OF CAPI TAL APPROPRI ATI ON AUTHORI TY. (1) The capital
appropriations act nay authorize the governor, through the director of
financial managenent, to transfer the appropriation authority for a
capital project that is in excess of the anmount required for the
conpletion of the project to another capital project for which the
appropriation is insufficient.

(a) ((Ne—sueh)) This transfer authority may not be used to expand
the capacity or change the intended use of the project beyond that
intended by the |l egislature in making the appropriation.

(b) The transfer may be effected only between capital projects
within a specific departnment, conm ssion, agency, or institution of
hi gher educati on.

(c) The transfer may be effected only if the project fromwhich the
transfer of funds is made i s substantially conplete and there are funds
remai ni ng, or bids have been Il et on the project fromwhich the transfer
of funds is made and it appears to a substantial certainty that the
project can be conpleted within the bienniumfor |ess than the anount
appropri at ed.

(2) For the purposes of this section, the |egislature intends that
each project be defined as proposed to the legislature in the
governor's capital budget docunent, unless the legislative history
denonstrates that the legislature intended to define the scope of a
project in a different way.

(3) The office of financial managenent shall notify the | egislative
fiscal commttees of the senate and the house of representatives at
least thirty days before any transfer is effected under this section
except energency projects or any transfer under two hundred fifty
t housand dol | ars, and shall prepare a report to such commttees |isting
all conpleted transfers at the close of each fiscal year
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NEW SECTI ON. Sec. 26. A new section is added to chapter 43.88 RCW
to read as foll ows:

MATCHI NG FUNDS FOR CAPI TAL PRQJECTS. Unl ess otherw se provided by
law, if state noneys are appropriated for a capital project and
mat chi ng funds or other contributions are required as a condition of
the recei pt of the state noneys, the state noneys shall be disbursed in
proportion to and only to the extent that the matching funds or other
contributions have been received and are avail able for expenditure.

TRANSPORTATI ON BUDGET

NEW SECTION. Sec. 27. A new section is added to chapter 43.88 RCW
to read as foll ows:

| NSTRUCTI ONS FOR Sl X- YEAR TRANSPORTATI ON PLANS. (1) The director
shal | provide agencies and conmttees that are required under section
28 of this act to devel op conprehensive six-year program and financi al
plans with a conplete set of instructions for submtting these program
and financial plans at the sanme tine that instructions for submtting
ot her budget requests are provided.

(2) The governor's budget shall outline proposed six-year financial
policies, as well as the revenues necessary to support the six-year
transportation program and financial plan. In estimating related
revenues, the office of financial managenent shall rely on information
and advice fromthe transportation revenue forecast council.

(3) Both supplenental and biennial budget docunents shall reflect
a six-year expenditure plan consistent with estimated revenues from
exi sting sources and at existing rates for those agencies required to
submt six-year program and financial plans under section 28 of this
act . Any additional revenue resulting from proposed changes to
exi sting statutes shall be separately identified within the docunent as
well as related expenditures for the six-year period.

NEW SECTION. Sec. 28. A new section is added to chapter 43.88 RCW
to read as foll ows:

DEVELOPMENT OF Sl X- YEAR TRANSPORTATI ON PLAN.  Prior to Cctober 1st
of each even-nunbered year, all state agencies whose nmmjor prograns
consist of transportation activities, including the departnent of
transportation, the transportation inprovenent board, the Wshington
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state patrol, the departnent of licensing, the traffic safety
comm ssion, the county road admnistration board, and the board of
pi | ot age conm ssioners, shall adopt or revise after consultation with
the legislative transportation commttee, a conprehensive six-year
programand financial plan for all transportation activities under each
agency's jurisdiction.

The conprehensive six-year program and financial plan nust state
t he general objectives and needs of each agency's nmjor transportation
prograns, including workload and performance esti nates.

NEW SECTION. Sec. 29. A new section is added to chapter 43.88 RCW
to read as foll ows:

DETAILS OF TRANSPORTATI ON AGENCI ES BUDGET REQUESTS. The
transportati on agenci es' biennial budget requests shall include details
of expenditures, and performance and public service criteria for the
transportation prograns and activities of each agency in consonance
wi th that agency's adopted six-year conprehensive programand financi al
pl an.

NEW SECTION. Sec. 30. A new section is added to chapter 43.88 RCW
to read as foll ows:

H GHVWAY ALLOCATI ONS. When an allocation for the construction or
i nprovenent of state highways is provided, that allocation is under the
sol e charge and direct control of the department of transportation.

NEW SECTION. Sec. 31. A new section is added to chapter 43.88 RCW
to read as foll ows:

AGENCI ES THAT COLLECT REVENUE MUST DEVELOP Sl X- YEAR PROGRANMS.
Those agencies engaged in the collection of revenues under section 28
of this act are required to develop six-year prograns and financia
pl ans under section 28 of this act. These six-year revenue estimates
shall be submtted to the director of financial managenent and the
transportation committees  of the senate and the house of
representatives.

Each agency engaged in the collection of revenues shall prepare
estimated revenues and estimated receipts for the current and ensuing
bi enni um and shall submt the estimates to the director of financial
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managenent and the director of revenue at tinmes and in the form
specified by the directors, along with any other information which the
directors may request.

A copy of such revenue estinmates shall be simultaneously submtted
to the econom c and revenue forecast work group when required by the
office of the econom c and revenue forecast council.

ALLOTMENTS

Sec. 32. RCW43.88.110 and 1997 ¢ 96 s 6 are each anended to read
as follows:

ALLOTMENT I NSTRUCTIONS. This section sets forth the public funds
expenditure prograns and the allotnent and reserve procedures to be
foll owed by the executive branch ((fer—publte—+unds)). The all ot nent
and reserve procedures are applicable to all appropriations.

(1) An expenditure may not be incurred or obligation entered into
by any agency until the allotnent of the funds to be expended has been
approved by the office of financial nanagenent. The office of
financi al managenent may grant tenporary expenditure authority
consistent wth leqgislative appropriations prior to approval of
al | ot nents.

(2) The allotment((s)) of an appropriation for any fiscal period
shall conformto the terns, limts, or conditions of the appropriation.

((2)) (3) The director of financial nanagenent shall provide al
agencies with a conplete set of ((eperating—and—eapttal)) instructions
for preparing a statenment of proposed expenditures at |east thirty days
before the beginning of a fiscal period. The set of instructions need
not include specific appropriation anounts for the agency.

((3»)) (4) Wthin forty-five days after the beginning of the
fiscal period or within forty-five days after the governor signs the
omni bus bi enni al operating appropriations act, the capital budget, or
the transportation budget, whichever is later, all agencies shall
submt to the governor a statenent of proposed expenditures at such
times and in such formas nay be required by the governor.

(( /i hea_o a0 a¥ata aa=Ya¥-V¥alaVasala h devel-op
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(5) Except for the legislative and judicial branches and other
agenci es headed by elective officials, the governor shall review the
statenment of proposed operating expenditures for reasonabl eness and
conformance with legislative intent. The governor may only request

revision of proposed allotnents submitted by the legislative and
judi cial branches and agencies headed by elective officials if those
proposed allotnents contain significant technical errors. Once the
gover nor approves the ((staterents—of)) proposed ((eperating
expenditures)) allotnents, further revisions ((shall)) nmay at the
request of the office of financial managenent or upon the agency's
initiative be made ((enbyr—at—the beginnng—of—the secondtiscal—year
and—rust—be—i+nitiatedby—the—governoer)) on a quarterly basis and nust

be acconpanied by an explanation of the reasons for significant
changes. However, changes in appropriation |evel authorized by the
| egi sl ature, changes required by across-the-board reductions nandated
by the governor, changes caused by executive increases to spending
authority, and changes caused by executive decreases to spending
authority for failure to conply with the provisions of chapter 36.70A
RCW may require additional revisions. Revi sions shall not be nade

retroactively. ((Revisions—caused-by—executive—inereases—to—spending
att-hort+y—shatH—not—be—made—atter—June—36—1987) ) However, the

governor may assign to a reserve status any portion of an agency
appropriation withheld as part of across-the-board reductions nade by
t he governor and any portion of an agency appropriation conditioned on
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a contingent event by the appropriations act. The governor may renove
these anpbunts from reserve status if the across-the-board reductions
are subsequently nodified or if the contingent event occurs.

commttees—))

NEW SECTION. Sec. 33. A new section is added to chapter 43.88 RCW
to read as foll ows:

APPROVAL OF PROPOSED EXPENDI TURE STATEMENTS. (1) The director of
financial nanagenent shall enter approved statenents of proposed
operating expenditures into the state budgeting, accounting, and
reporting systemwthin forty-five days after receipt of the proposed
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statenents from the agencies. If an agency or the director of
financi al managenent is unable to neet these requirenents, the director
of financial managenent shall provide a tinely explanation in witing
to the legislative fiscal commttees.

(2) The director of financial mnanagenent shall nonitor agency
operating expenditures against the approved statenment of proposed
expendi t ur es.

NEW SECTION. Sec. 34. A new section is added to chapter 43.88 RCW
to read as foll ows:

CLOSI NG BOOKS AT END OF FI SCAL YEAR It is expressly provided that
all agencies shall be required to maintain accounting records and to
report in the manner prescribed in this chapter and under the
regul ations issued pursuant to this chapter. Wthin ninety days of the
end of the fiscal year, all agencies shall submt to the director of
financi al managenent their final adjustnents to close their books for
the fiscal year. Prior to submtting fiscal data, witten or oral, to
commttees of the legislature, it is the responsibility of the agency
submtting the data to reconcile it with the budget and accounti ng data
reported by the agency to the director of financial nanagenent.

NEW SECTION. Sec. 35. A new section is added to chapter 43.88 RCW
to read as foll ows:

ALLOTMENT CONTROL EXEMPTI ONS. The director of financial managenent
may exenpt certain public funds fromthe allotnment controls established
under this chapter if it is not practical or necessary to allot the
funds. Allotnent control exenptions expire at the end of the fisca
bi ennium for which they are granted. The director of financial
managenent shall report any exenptions granted under this subsection to
the legislative fiscal commttees.

NEW SECTION. Sec. 36. A new section is added to chapter 43.88 RCW
to read as foll ows:

CASH DEFI CIT. (1) If at any tinme during the fiscal period the
governor projects a cash deficit in any fund or account, the governor
shall nmake across-the-board reductions in allotnments for that
particular fund or account to prevent a cash deficit, unless the
governor projects that a cash deficit will be avoided prior to the end
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of the fiscal period by adjustnents in disbursenents or receipts,
including legislative action, or the legislature has directed the
liquidation of the cash deficit over one or nore fiscal periods. The
governor may mneke nore than one across-the-board reduction as deened
necessary to prevent the cash deficit.

(2) These across-the-board reductions shall also apply to
allotments for agencies headed by elected officials as well as to the
| egi sl ative and judicial branches of state governnent. The governor is
not limted in the nunber of across-the-board reductions he or she nay
order to prevent a cash deficit.

(3) The governor nmay assign to a reserve status any portion of an
agency appropriation withheld as part of across-the-board reductions
made by the governor under this section. The governor shall renove
these anobunts from reserve status if the across-the-board reductions
are subsequently nodifi ed.

(4) The follow ng are not subject to an across the board reduction:

(a) Appropriations for basic education;

(b) Appropriations for funding necessary to nmake the state
retirement systemactuarially sound; and

(c) Appropriations necessary to pay debt service on state bonds.

STATE FI SCAL MANAGEMENT AND CONTRCL

Sec. 37. RCW 43. 88. 160 and 2002 ¢ 260 s 1 are each anended to read
as foll ows:

STATE ACCOUNTI NG SYSTEM ( (Fhis—seetion—sets—torth—the—najor

‘ L I il : e I . Y
exeedutivebranch—)) (1) The regul ations i ssued by the governor pursuant

to this chapter shall provide for a conprehensive, orderly basis for
fiscal managenent and control, including efficient accounting and
reporting ((therefor)), for the executive branch of the state
government and may include, in addition, such requirenents as wll
generally pronote nore efficient public managenent in the state.
((H—©Covernor—di+reector—of—FHnanctal—ranagerent—)) (2) The
governor, through the director of financial managenent, shall devise
and ((supervise)) nmaintain a ((medern—and)) conplete accounting system
for each agency to the end that all revenues, expenditures, receipts,
di sbursenents, resources, and obligations of the state shall be
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properly and systematically accounted for. The accounting systemshal

i ncl ude the devel opnent of accurate, tinely records and reports of al
financial affairs of the state. The system shall also provide for
central accounts in the office of financial managenent at the |evel of
detail deenmed necessary by the director to perform central financia
managenent . The director of financial nmanagenent shall adopt and
periodically update an accounting procedures nmanual. Any agency
mai ntaining its own accounting and reporting system shall conply with
t he updat ed accounti ng procedures manual and the rules of the director
adopted wunder this chapter. An agency nmmy receive a waiver from
conplying with this requirenent if the waiver is approved by the
director. Waivers expire at the end of the fiscal bienniumfor which
they are granted. The director shall forward notice of waivers granted
to the appropriate legislative fiscal conmttees. The director of
financi al managenent may require such financial, statistical, and ot her
reports as the director deens necessary fromall agencies covering any
peri od.
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NEW SECTION. Sec. 38. A new section is added to chapter 43.88 RCW
to read as foll ows:

RESPONSI BILITIES OF THE DI RECTOR OF FI NANCI AL MANAGEMENT. The
director of financial managenent, as agent of the governor, may:

(1) Devel op and maintain a systemof internal controls and internal
audits conprising nethods and procedures to be adopted by each agency
that will safeguard its assets, check the accuracy and reliability of
its accounting data, pronote operational efficiency, and encourage
adherence to prescribed managerial policies for accounting and
financial controls. The systemdevel oped by the director shall include
criteria for determning the scope and conprehensiveness of internal
controls required by classes of agencies, depending on the |evel of
resources at risk

Each agency head or authorized designee shall be assigned the
responsibility and authority for establishing and mai ntaining internal
audits follow ng the standards of internal auditing of the institute of
i nternal auditors;
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(2) Make surveys and analyses of agencies with the object of
determ ning better nethods and increased effectiveness in the use of
manpower and materials; and the director nmay authori ze expendi tures for
enpl oyee training to the end that the state may benefit from training
facilities nade avail able to state enpl oyees;

(3) Report to the governor with regard to duplication of effort or
| ack of coordi nati on anong agenci es;

(4) Review any pay and classification plans, and changes devel oped
by any agency for their fiscal inpact. None of the provisions of this
subsection shall affect nerit systens of personnel managenent now
exi sting or hereafter established by statute relating to the fixing of
qualifications requirenments for recruitnment, appointnent, or pronotion
of enpl oyees of any agency. The director shall advise and confer with
agenci es including appropriate standing commttees of the |legislature
as may be designated by the speaker of the house and the president of
the senate regarding the fiscal inpact of such plans and nmay anend or
alter the plans, except that for agencies headed by el ective officials
no anendnent or alteration of the plans may be nmade wthout the
approval of the agency concerned;

(5) Fix the nunber and cl asses of positions or authorized enpl oyee
years of enploynment for each agency and during the fiscal period anmend
the determ nations previously fixed by the director except that the
director shall not be enmpowered to fix the nunber or the classes for
agenci es headed by el ective officials;

(6) Adopt rules to effectuate provisions contained in subsections
(1) through (5) of this section.

STATE TREASURER

NEW SECTION. Sec. 39. A new section is added to chapter 43.88 RCW
to read as foll ows:

(1) The treasurer shall:

(a) Receive, keep, and disburse all public funds of the state not
expressly required by law to be received, kept, and disbursed by sone
ot her persons. This subsection does not apply to nonappropriated
public funds of higher education institutions;

(b) Receive, disburse, or transfer public funds under the
treasurer's supervision or custody;
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(c) Keep a correct and current account of all noneys received and
di sbursed by the treasurer, classified by fund or account;

(d) Coordinate agencies' acceptance and use of credit cards and
ot her paynent nethods, if the agencies have received authorization
under RCW 43. 41. 180;

(e) Perform such other duties as may be required by law or by
regul ations issued pursuant to this |aw

(2) It is unlawful for the treasurer to disburse public funds in
the treasury except upon forns or by alternative nmeans duly prescribed
by the director of financial managenent. These forns or alternative
means shall provide for authentication and certification by the agency
head or the agency head's designee that (a) the services have been
rendered or the materials have been furnished; (b) in the case of |oans
or grants, the loans or grants are authorized by law, or (c) in the
case of paynents for periodic maintenance services to be perfornmed on
state owned equi pnent, a witten contract for such periodi ¢ mai ntenance
services is currently in effect. The treasurer shall not be liable
under the treasurer's surety bond for erroneous or inproper paynments
made under this subsection.

(3) When services are lawfully paid for in advance of ful
performance by any private individual or business entity other than
equi pnent mai ntenance providers or as provided for by RCW 42.24. 035,
the individual or entity other than central stores rendering the
services shall make a cash deposit or furnish surety bond coverage to
the state in an anmount fixed by law, or if not fixed by law, then in
such amounts as shall be fixed by the director of the departnent of
general adm nistration but in no case shall such required cash deposit
or surety bond be less than an anmount which will fully indemify the
state against any and all |osses on account of breach of promse to
fully perform such services.

(4) No paynents shall be made in advance for any equipnment
mai nt enance services to be perfornmed nore than twel ve nonths after such
paynent . Any such bond so furnished shall be conditioned that the
person, firmor corporation receiving the advance paynent wll apply it
toward performance of the contract.

(5) The responsibility for recovery of erroneous or inproper
paynments made under this section shall lie with the agency head or the
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agency head's designee in accordance with rules issued pursuant to this
chapter.

(6) This section does not permt a public body to advance funds to
a private service provider under a grant or |oan before services have
been rendered or material furnished.

STATE AUDI TOR

NEW SECTION. Sec. 40. A new section is added to chapter 43.88 RCW
to read as foll ows:

(1) The state auditor shall:

(a) Report to the legislature the results of current post audits
t hat have been made of the financial transactions of each agency. To
this end the auditor may, in the auditor's discretion, examne the
books and accounts of any agency, official, or enployee charged with
the receipt, custody, or safekeeping of public funds. Were feasible
i n conducting exam nations, the auditor shall utilize data and fi ndi ngs
fromthe internal control system prescribed by the office of financial
managenent . The current post audit of each agency may include a
section on reconmmendations to the | egislature as provided i n subsection
(3) of this section.

(b) Gve information to the |egislature, whenever required, upon
any subject relating to the financial affairs of the state.

(c) Make the auditor's official report on or before the thirty-
first of Decenber which precedes the legislative session. The report
shall be for the last conplete fiscal period and shall include
determ nations as to whet her agencies, in maki ng expenditures, conplied
wth the laws of this state.

(d) Be enpowered to take exception to specific expenditures that
have been incurred by any agency or to take exception to other
practices related in any way to the agency's financial transactions and
to cause such exceptions to be made a matter of public record,
including disclosure to the agency concerned and to the director of
financial managenent. It shall be the duty of the director of
financi al managenment to cause corrective action to be taken within six
nmont hs. This action may include, as appropriate, the wthhol ding of
funds as provided in RCW 43.88.110 (as recodified by this act). The
director of financial managenent shall annually report by Decenber 31st
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the status of audit resolution to the appropriate commttees of the
| egi slature, the state auditor, and the attorney general. The director
of financial managenent shall include in the audit resolution report
actions taken as a result of an audit including, but not limted to,
types of personnel actions, costs and types of litigation, and val ue of
recouped goods or services.

(e) Pronptly report any irregularities to the attorney general.

(f) I'nvestigate inproper governnmental activity under chapter 42.40
RCW

(2) The state auditor is authorized to perform or participate in
performance verifications and performance audits as expressly
authorized by the legislature in the omibus biennial appropriations
acts or in the performance audit work plan approved by the joint
| egislative audit and review conm ttee.

(3) The state auditor, upon conpleting an audit for |egal and
financial conpliance wunder chapter 43.09 RCW or a perfornance
verification, may report to the joint legislative audit and review
committee or other appropriate commttees of the legislature, in a
manner prescribed by the joint legislative audit and review commttee,
on facts relating to the managenent or performance of governnenta
prograns where such facts are discovered incidental to the legal and
financial audit or performance verification. The auditor nmay make such
a report to a legislative commttee only if the auditor has determ ned
t hat the agency has been given an opportunity and has failed to resol ve
t he managenent or perfornmance issues raised by the auditor. If the
auditor nmakes a report to a legislative commttee, the agency may
submt to the commttee a response to the report. This section shal
not be construed to authorize the auditor to allocate other than de
mnims resources to performance audits except as expressly authorized
in the appropriations acts or in the perfornmance audit work plan. The
results of a performance audit conducted by the state auditor that has
been requested by the joint |legislative audit and review comm ttee nust
only be transmtted to the joint legislative audit and review
comm ttee.

JO NT LEG SLATI VE AUDI T AND REVI EW COW TTEE
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NEW SECTION. Sec. 41. A new section is added to chapter 43.88 RCW
to read as foll ows:

The joint legislative audit and review conmttee may:

(1) Make post audits of the financial transactions of any agency
and managenent surveys and program reviews as provided for in chapter
44,28 RCW as well as performance audits and program eval uati ons. To
this end the joint commttee may in its discretion exam ne the books,
accounts, and other records of any agency, official, or enployee.

(2) Gve information to the Ilegislature or any Ilegislative
commttee whenever required wupon any subject relating to the
performance and managenent of state agencies.

(3) Make a report to the legislature which shall include at | east
the fol |l ow ng:

(a) Determnations as to the extent to which agencies in nmaking
expendi tures have conplied with the will of the legislature and in this
connection, may take exception to specific expenditures or financia
practices of any agencies; and

(b) Such plans as it deens expedient for the support of the state's
credit, for |essening expenditures, for pronoting frugality and econony
in agency affairs, and generally for an inproved level of fiscal
managenent .

UNANTI CI PATED RECEI PTS

NEW SECTI ON. Sec. 42. A new section is added to chapter 43.88 RCW
to read as foll ows:

DEFI NI TIONS. The definitions in this section apply throughout this
chapter unless the context clearly requires otherw se.

(1) "State revenues" neans i nconme or receipts received by the state
fromtaxes, licenses, permts, fees, fines, and forfeitures levied or
charged by the state for the support of a state-sponsored program
"State revenues" also includes (a) any receipts or inconme received by
the state that do not neet the definitions of "federal, private, or
| ocal revenues" devised by the office of financial managenent under RCW
43.88.160 (as recodified by this act), or (b) any receipts or incone
generated from transacti ons when participants receive value for the
resources provided.
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(2) "Nonstate revenues" nmeans any incone or receipts received by
the state that are not included under subsection (1) of this section.

(3) "Unanticipated revenues" neans inconme or receipts received by
the state that were not anticipated or expected at the tinme the
| egi sl ature approved the nost recent budget.

Sec. 43. RCW43.79.270 and 1998 ¢ 177 s 1 are each anended to read
as follows:

UNANTI Cl PATED RECEI PTS--WHEN PERM TTED. ((5)) \Whenever any
((meney)) nonstate revenues, including revenue from the federal
governnment, ((er—frem—other—sourees)) which ((was)) were not
anticipated in the operating or capital budgets approved by the
| egislature ((khas)) have actually been received and ((+s)) are
designated to be spent for a specific purpose, the head of any
departnent, agency, board, or comm ssion through which such an
expenditure shall be nmade is to submt to the governor a statenent
((whieh—mray—be)) in the form ((ef—a—request—Ffor—an—alloetrent
arendrent)) prescribed by the governor setting forth the facts
constituting the need for ((sueh)) the expenditure and the estimted
anount to be expended((—PROWBEB—Fhat—he)). An expenditure under
this section shall not be nade ((+hr—exeess—oef)) unless first approved
by the governor in accordance with RCWA43.79.280 (as recodified by this
act). Expenditures may not exceed the actual anount received, and

((re)) the noney ((shatl)) may be expended only for ((anry—purpese
except)) the specific purpose for which it was received. ((A—ecepy—of
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legtstative—transportation—commttee—)) Unanticipated revenues for

which there is no designated purpose are considered state revenue
subject to leqgislative appropriation. State revenues cannot be
expended as unanticipated receipts unless specifically authorized by
separat e stat utes.

Sec. 44. RCW 43. 79. 280 and 1998 ¢ 177 s 2 are each anended to read
as foll ows:
APPROVI NG AND SPENDI NG UNANTI Cl PATED RECEI PTS. (1) ((H—the
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legistative—transportation—commttee—)) Once the governor receives a

proposal under RCW43.79.270 (as recodified by this act) to spend noney
because of the receipt of unanticipated revenues, the governor shal
transmt a copy of the proposal to the appropriate fiscal commttees of
the house of representatives and senate and to the joint l|eqgislative
audit and review conm ttee.

(2) The director of financial managenent nmay grant to a departnent,
agency, board, or conmssion the authority to expend unanticipated
receipts up to the actual anpbunt received for a specific, designated
purpose. Before the governor approves an expenditure of unantici pated
revenues, the departnent, agency, board, or conm ssion nust denonstrate
to the governor's satisfaction howthe expenditure of the unantici pated

revenues prevents the loss of funds or increased future costs, is
necessary for the public health and safety, or neets other criteria
that may be established by the governor. If the governor approves the

expendi ture authority in whole or part, that infornmation shall be nade
available to the | eqislature.

CLARKE- MCNARY ACCOUNT

Sec. 45. RCW43.88.550 and 1989 ¢ 362 s 3 are each anended to read
as follows:

( { Based—on—schedules—submtted—by—the—ditrector—ol—Hnanetal
managerent—)) If the director of financial managenent, in consultation
with the departnent of natural resources and the mlitary departnent,
determ nes that the appropriations provided by the legislature for
fighting wildland fires are not sufficient to cover expenses incurred
for this purpose, the director shall provide schedules to the state
treasurer who shall transfer from the general fund--state((;—er—such
other—funds—asthe state-treasurer—deens—appropriate;)) to the d arke-

McNary ((fund)) account such anmpbunts as are necessary to neet
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unbudgeted ((ferest)) wildland fire fighting expenses. ((AH—amrounts

state—treasury—durtnrg—Hhe—pertod—the—anpunts—are—Borrowed—) ) Any

anpunts transferred fromthe general fund--state for this purpose are

consi dered general fund--state expenditures under chapter 43.135 RCW

REPEALERS

NEW SECTION. Sec. 46. The followng acts or parts of acts are
each repeal ed:

(1) RCW 43.88.050 (Cash deficit) and 1987 c¢c 502 s 4 & 1965 ¢ 8 s
43. 88. 050;

(2) RCW 43.88.067 (Fee and expense report--Inpact of anounts
awarded to prevailing party in agency action) and 1999 ¢ 372 s 10 &
1995 ¢ 403 s 905;

(3) RCW 43.88.093 (Devel opnment of budget--Tourism devel opnment
di vi sion, departnent of community, trade, and econom c devel opnent) and
1998 ¢ 299 s 3;

(4) RCW 43.88.094 (Devel opnment of budget--Calculation--Tourism
devel opment division, departnment of comunity, trade, and economc
devel opnent) and 1998 c 299 s 4;

(5) RCW43.88.100 (Executive hearings) and 1965 ¢ 8 s 43. 88. 100;

(6) RCW43.88.120 (Revenue estimates) and 2000 2nd sp.s. ¢ 4 s 13,
1991 ¢ 358 s 3, 1987 ¢ 502 s 6, 1984 c 138 s 10, 1981 c 270 s 8, 1973
1st ex.s. ¢ 100 s 7, & 1965 c 8 s 43. 88. 120;

(7) RCW 43.88.122 (Transportation agency revenue forecasts--
Vari ances) and 2000 2nd sp.s. ¢ 4 s 14 & 1991 c 358 s 7,

(8 RCW 43.88.205 (Federal funds and prograns--Participating
agencies to give notice--Progress reports) and 1996 ¢ 288 s 39, 1979 c
151 s 141, 1975 1st ex.s. c¢ 293 s 10, 1973 2nd ex.s. ¢ 17 s 3, & 1967
ex.s. c 41 s 4,

(9) RCW 43.88.280 (Fiscal responsibilities of state officers and
enpl oyees--"State officer or enployee" defined) and 1977 ex.s. ¢ 320 s
1

(10) RCW 43.88.350 (Legal services revolving fund--Genera
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adm ni stration services account--Approval of certain changes required)
and 1998 c¢ 105 s 16 & 1981 c 270 s 14;

(11) RCW 43.88.500 (State boards, comm ssions, councils, and
commttees--Legislative finding and declaration) and 1979 ¢ 151 s 142
& 1977 ¢ 23 s 1,

(12) RCW 43.88.505 (State boards, comm ssions, councils, and
commttees--Conpilation of list, information) and 1979 c¢ 151 s 143 &
1977 ¢ 23 s 2;

(13) RCW 43.88.510 (State boards, conm ssions, councils, and
comm ttees--Subm ssion of |list and data to |egislature) and 1996 c 288
s 42, 1987 c 505 s 37, 1979 c 151 s 144, & 1977 c 23 s 3;

(14) RCW 43.88.515 (State boards, comm ssions, councils, and
comm ttees--Agencies to submt lists, information) and 1979 ¢ 151 s 145
& 1977 c 23 s 4,

(15) RCW 43.88.560 (Information technology projects--Funding
policies and standards) and 1992 c 20 s 7;

(16) RCW43.88.899 (Intent--Periodic review) and 1986 c 215 s §;

(17) RCW 44.40.070 (State transportation agencies--Conprehensive
prograns and financial plans) and 1998 ¢ 245 s 87, 1988 c¢ 167 s 10,
1979 ex.s. ¢ 192 s 3, 1979 c 158 s 112, 1977 ex.s. ¢ 235 s 9, & 1973
1st ex.s. c¢ 201 s 1,

(18) RCW 44.40.080 (State transportation agencies--Recommended
budget - - Preparati on and presentation--Contents) and 1973 1st ex.s. ¢
201 s 2; and

(19) RCW 47.08.010 (Control of allocated funds) and 1984 c¢c 7 s 92
& 1961 c¢ 13 s 47.08.010.

NEW SECTION. Sec. 47. The followng sections are codified or
recodified wwthin chapter 43.88 RCWin the foll ow ng order

RCW 43. 88. 010.

(1) The following sections are codified or recodified and
desi gnated as a subchapter of chapter 43.88 RCW under the subchapter
designation "Definitions":

RCW 43. 88. 020;

section 2 of this act; and

RCW 43. 88. 025.

(2) The following sections are codified or recodified and
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desi
desi

desi
desi

desi
desi

gnated as a subchapter of chapter 43.88 RCW under the subchapter
gnation "Requirenents Applicable to Al Budgets":

section 3 of this act;

RCW 43. 88. 035;

RCW 43. 88. 060;

RCW 43. 88. 090;

section 7 of this act;

section 8 of this act;

RCW 43. 88. 070;

RCW 43. 88. 080;

RCW 43. 88. 130;

RCW 43. 88. 150;

RCW 43. 88. 170;

RCW 43. 88. 180;

RCW 43. 88. 190;

RCW 43. 88. 195;

RCW 43. 88. 250;

RCW 43. 88. 260;

section 17 of this act; and

section 18 of this act.

(3) The following sections are <codified or recodified and
gnated as a subchapter of chapter 43.88 RCW under the subchapter
gnhation "QOperating Budget":

RCW 43. 88. 030;

section 20 of this act;

RCW 43. 88. 032; and

RCW 43. 88. 033.

(4) The following sections are codified or recodified and
gnated as a subchapter of chapter 43.88 RCW under the subchapter
gnation "Capital Budget":

RCW 43. 88. 0301;

section 22 of this act;

section 23 of this act;

section 24 of this act;

RCW 43. 88. 145; and

section 26 of this act.

(5 The followng sections are codified and designated as a
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subchapter of chapter 43.88 RCW under the subchapter designation
"Transportation":

section 27 of this act;

section 28 of this act;

section 29 of this act;

section 30 of this act; and

section 31 of this act.

(6) The following sections are codified or recodified and
desi gnated as a subchapter of chapter 43.88 RCW under the subchapter
designation "All ot nments":

RCW 43. 88. 110;

section 33 of this act;

section 34 of this act;

section 35 of this act; and

section 36 of this act.

(7) The following sections are codified or recodified and
desi gnated as a subchapter of chapter 43.88 RCW under the subchapter
designation "State Fiscal Managenent and Control ":

RCW 43. 88. 037;

RCW 43. 88. 160; and

section 38 of this act.

(8 The following sections are recodified and designated as a
subchapter of chapter 43.88 RCW under the subchapter designation
"Fiscal Responsibilities of State Oficers and Enpl oyees":

RCW 43. 88. 270;

RCW 43. 88. 290;

RCW 43. 88. 300;

RCW 43. 88. 310; and

RCW 43. 88. 320.

(9) The following section is codified and designated as a
subchapt er of chapter 43.88 RCWunder the subchapter designation "State
Treasurer":

section 39 of this act.

(10) The following sections are codified or recodified and
desi gnated as a subchapter of chapter 43.88 RCW under the subchapter
designation "State Auditor":

section 40 of this act; and

RCW 43. 88. 570.
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(11) The followng section is codified and designated as a
subchapt er of chapter 43.88 RCWunder the subchapter designation "Joint
Legi slative Audit and Review Conmttee":

section 41 of this act.

(12) The following sections are codified or recodified and
desi gnated as a subchapter of chapter 43.88 RCW under the subchapter
desi gnation "Unantici pated Recei pts":

section 42 of this act;

RCW 43. 79. 270; and

RCW 43. 79. 280.

(13) The followng section is recodified and designated as a
subchapter of chapter 43.88 RCW under the subchapter designation
"Cl arke-McNary Account™:

RCW 43. 88. 550.

(14) The following sections are recodified and designated as a
subchapter of chapter 43.88 RCW under the subchapter designation
"Exceptions to Application of Chapter":

RCW 43. 88. 240; and

RCW 43. 88. 265.

(15) The following sections are recodified and designated as a
subchapter of chapter 43.88 RCW under the subchapter designation
"M scel | aneous":

RCW 43. 88. 027;

RCW 43. 88. 140;

RCW 43. 88. 175;

RCW 43. 88. 200;

RCW 43. 88. 210;

RCW 43. 88. 220;

RCW 43. 88. 230;

RCW 43. 88. 901,

RCW 43. 88. 902;

RCW 43. 88. 903; and

RCW 43. 88. 910.

NEW SECTI ON. Sec. 48. Captions and subchapter headi ngs as used in
this act are not part of the | aw.

~-- END ---
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