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S-1405.1

SENATE BI LL 5774

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on
By Senators Carlson and Esser

Read first tine 02/11/2003. Referred to Committee on Financial
Services, Insurance & Housing.

AN ACT Relating to creating the Wshington voluntary accounts
program reenacting and anending RCW 43.84.092; and adding a new
chapter to Title 41 RCW

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

NEW SECTION. Sec. 1. The legislature finds that many workers do
not have access to an enpl oynent-based retirenent plan. Wor kers who
are unable to build up pensions and savings risk living on | ow incones
in their old age and are nore likely to becone dependent on state
servi ces. The Washington voluntary accounts program will provide a
sinple and inexpensive way for workers to save for retirenent and
enpl oyers to offer an enpl oyee benefit.

NEW SECTION. Sec. 2. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Progranf nmeans the Washington voluntary accounts program
created under section 3 of this act.

(2) "Director" neans the director of the departnent of retirenent
systens.
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(3) "Participating enployee" neans any workers in this state that
choose to participate in the program

(4) "Participating enployer” neans any private enployer, wth a
pl ace of business in this state, and wth enpl oyees that have chosen to
participate in the program

NEWSECTION. Sec. 3. The Washi ngton voluntary accounts programis
created. The director may adopt rules as necessary to inplenent this
chapter. Sections 4 and 5 of this act may not be inplenented until any
approvals from federal agencies that may be necessary, including the
favorabl e tax treatnent of the plan, have been granted, and appropriate
funds for start-up costs of the program have been identified.

NEW SECTION. Sec. 4. (1) Private enployers shall cooperate with
the departnment in providing enployees wth the opportunity to
participate in the Washington voluntary accounts program including
payroll deductions to those enployees who elect to contribute to
i ndividual retirenent accounts. Each participating enployer is
authorized to contract with a participating enployee to defer a portion
of that enployee's inconme, in accordance with the internal revenue
service code or other relevant federal regul ations.

(2) Participating enployees shall self-direct the investnent of the
deferred portion of their income through the selection of investnent
options as set forth in subsection (3) of this section.

(3) The director may provide those individual retirenment account

pl ans determned to be in the interests of participating enployees. In
addition to the types of investnents described in this section, the
state investnent board, wth respect to the program shall invest the

deferred portion of participating enpl oyees' inconme, without limtation
as to anmount, in accordance with RCW 43.84.150, 43.33A 140, and
41.50.780, and pursuant to investnent policy established by the state
i nvestnment board for the program The state investnment board shall
provide a set of options for participants to choose fromfor investnent
of the deferred portion of their incone.

NEW SECTION. Sec. 5. The director may also provide plans,
including 401(k) and savings incentive match plan for enployees
i ndividual retirenment account plans, the enployers may elect to
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participate in for the benefit of their enployees. However, this
section and section 4 of this act do not require private enployers to
provi de these plans for their enployees. Those enployers that elect to
participate in the plans are responsible for conplying with any
appl i cabl e federal regul ations.

NEW SECTION. Sec. 6. (1) The Washington voluntary accounts
program princi pal account is created in the state treasury.

(2) The ampunt of conpensation deferred by participating enpl oyees
under agreenents entered into under sections 3 and 4 of this act shal
be paid into the Wshington voluntary accounts program principal
account and shall be sufficient to cover costs of admnistration and
staffing in addition to such other anmounts as determned by the
director. The account shall be used to carry out the purposes of this
chapter.

(3) Al noneys in the Wshington voluntary accounts program
principal account and the Wshington voluntary accounts program
adm ni strative account, all property and rights purchased therewth,
and all inconme attributable thereto, shall be held in trust by the
state investnent board, as set forth under RCW 43.33A. 030, for the
exclusive Dbenefit of the Wshington voluntary accounts program
participants and their beneficiaries. Neither the enployee
partici pant, nor t he enpl oyee participant's beneficiary or
beneficiaries, nor any other designee, has any right to conmute, sell,
assign, transfer, or otherw se convey the right to receive any paynents
under the program These paynents and rights are nonassignable and
nont r ansf er abl e. Unpaid accunul ated deferrals are not subject to
attachnment, garnishnent, or execution and are not transferable by
operation of law in event of bankruptcy or insolvency, except to the
extent otherw se required by | aw.

(4) The state investnent board has the full power to invest noneys
in the Washi ngton voluntary accounts program princi pal account and the

Washi ngton voluntary accounts program admnistrative account in
accordance wth RCW 43.84.150, 43.33A 140, and 41.50.770, and
cunmul ative investnent directions received under this chapter. Al

i nvestment and operating costs of the state investnent board associ at ed
with the investnent of the program assets shall be paid under RCW
43. 33A. 160 and 43. 84. 160. Wth the exception of these expenses, one
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hundred percent of all earnings from these investnents shall accrue
directly to the Wshington voluntary accounts program principal
account .

(5 (a) No state board, comm ssion, or agency, or any officer,
enpl oyee, or nenber is liable for any | oss or deficiency resulting from
participant investnents selected under this chapter

(b) The state investnent board, or any officer, enployee, or nenber
is not liable for any loss or deficiency resulting from reasonable
efforts to inplenment investnent directions under this chapter.

(6) The Washington voluntary accounts program admnistrative
account is created in the state treasury. Al'l expenses of the
departnment pertaining to the Wshington voluntary accounts program
i ncluding staffing and adm ni strative expenses shall be paid out of the
Washi ngton voluntary accounts program adm nistrative account. Any
excess bal ances credited to this account over admnistrative expenses
di sbursed from this account shall be transferred to the Washington
voluntary accounts program principal account at such time and in such
anounts as may be determ ned by the director wwth the approval of the

director of financial managenent. Any deficiency in the Washington
vol untary accounts program adm nistrative account caused by an excess
of admnistrative expenses disbursed from this account shall be

transferred to this account from the Wshington voluntary accounts
program princi pal account.

(7)(a)(i) The director shall keep or cause to be kept full and
adequate accounts and records of the assets of each individual
partici pant, obligations, transactions, and affairs of the program
The departnent shall account for and report on the investnent of
program assets or may enter into an agreenent with the state i nvestnent
board for accounting and reporting.

(1i) The director's duties related to individual participant
accounts include conducting the activities of trade instruction,
settlenment activities, and direction of cash novenent and related wre
transfers with the custodi an bank and outside investnent firns.

(ti1) The director has sole responsibility for contracting wth any
recordkeepers for individual participant accounts and shall nanage the
performance of recordkeepers under those contracts.

(b)(i) The director's duties under (a)(ii) of this subsection do

SB 5774 p. 4



0 N O O A WDN P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

not limt the authority of the state investnent board to conduct its
responsibilities for asset managenent and bal anci ng of program funds.

(1i) The state investnent board has sole responsibility for
contracting wth outside investnent firns to provide investnent
managenent for program funds and shall rmanage the performance of
i nvest ment managers under those contracts.

(c) The state treasurer shall designate and define the terns of
engagenent for the custodial banks.

Sec. 7. RCW 43.84.092 and 2002 c 242 s 2, 2002 c 114 s 24, and
2002 ¢ 56 s 402 are each reenacted and anmended to read as foll ows:

(1) Al earnings of investnments of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury inconme account shall be utilized to pay or receive
funds associated with federal prograns as required by the federal cash
managenent i nprovenent act of 1990. The treasury incone account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash managenent | nprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall wunder RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anounts due to or
fromthe federal governnent pursuant to the cash managenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deened necessary to i npl enent the provisions of the
cash managenent inprovenent act, and this subsection. Ref unds or
al l ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43.84. 160, the treasury incone
account may be utilized for the paynent of purchased banking services
on behalf of treasury funds including, but not limted to, depository,
saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury incone account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynments to financial institutions. Paynments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.
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(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shall
credit the general fund with all the earnings credited to the treasury
i ncome account except:

(a) The followng accounts and funds shall receive their
proportionate share of earnings based upon each account's and fund's
average daily balance for the period: The capitol building

construction account, the Cedar R ver channel construction and
operation account, the Central Washington University capital projects
account, the charitable, educat i onal , penal and reformatory
institutions account, the conmmon school construction fund, the county
crimnal justice assistance account, the county sales and use tax
equal i zation account, the data processing building construction
account, the deferred conpensation adm ni strative account, the deferred
conpensation principal account, the departnent of retirenent systens
expense account, the drinking water assistance account, the drinking
wat er assi stance adm nistrative account, the drinking water assistance
repaynent account, the Eastern Washington University capital projects
account, the education construction fund, the energency reserve fund,
the federal forest revolving account, the health services account, the
public health services account, the health systemcapacity account, the
per sonal health services account, the state higher education
construction account, the higher education construction account, the
hi ghway i nfrastructure account, the industrial insurance prem umrefund
account, the judges' retirenent account, the judicial retirenent
adm ni strative account, the judicial retirenent principal account, the
| ocal | easehold excise tax account, the local real estate excise tax
account, the local sales and use tax account, the nedical aid account,
the nmobile honme park relocation fund, the nultinodal transportation
account, the nunicipal crimnal justice assistance account, the
muni ci pal sal es and use tax equalization account, the natural resources
deposit account, the oyster reserve |and account, the perpetual
surveill ance and mai nt enance account, the public enployees' retirenent
systemplan 1 account, the public enployees' retirenent system conbi ned
plan 2 and plan 3 account, the public facilities construction |oan
revol ving account beginning July 1, 2004, the public health
suppl enmental account, the Puyallup tribal settlenent account, the
regional transportation investnent district account, the resource
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managenent cost account, the site closure account, the special wldlife
account, the state enployees' insurance account, the state enpl oyees'
I nsurance reserve account, the state investnent board expense account,
the state investnment board commngled trust fund accounts, the
suppl enent al pension account, the Taconma Narrows toll bridge account,
the teachers' retirement system plan 1 account, the teachers’
retirement system conbined plan 2 and plan 3 account, the tobacco
prevention and control account, the tobacco settlenment account, the
transportation infrastructure account, the tuition recovery trust fund,
the University of Washington bond retirenent fund, the University of
Washi ngton building account, the volunteer fire fighters' and reserve
officers' relief and pension principal fund, the volunteer fire
fighters' and reserve officers’' admnistrative fund, the Wshington
fruit express account, the Washington judicial retirenment system
account, the Washington |aw enforcenent officers' and fire fighters'
system plan 1 retirenent account, the Wshington |aw enforcenent
officers' and fire fighters' system plan 2 retirenent account, the
Washi ngton school enployees' retirement system conbined plan 2 and 3
account, the Wshington state health insurance pool account, the
Washi ngton state patrol retirenent account, the Wshington State
University building account, the Wshington State University bond
retirement fund, t he WAshi ngt on vol untary accounts program
adm nistrative account, the Washington voluntary accounts program
principal account, the water pollution control revolving fund, and the
Western Washington University capital projects account. Ear ni ngs
derived frominvesting bal ances of the agricultural permanent fund, the
normal school permanent fund, the permanent common school fund, the
scientific permanent fund, and the state university permanent fund
shall be allocated to their respective beneficiary accounts. Al
earnings to be distributed under this subsection (4)(a) shall first be
reduced by the allocation to the state treasurer's service fund
pursuant to RCW 43. 08. 190.

(b) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account's or
fund's average daily bal ance for the period: The aeronautics account,
the aircraft search and rescue account, the county arterial
preservation account, the departnent of |icensing services account, the
essential rail assistance account, the ferry bond retirenent fund, the
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grade <crossing protective fund, the high capacity transportation
account, the highway bond retirenent fund, the highway safety account,
the notor vehicle fund, the notorcycle safety education account, the
pi | ot age account, the public transportation systens account, the Puget
Sound capital construction account, the Puget Sound ferry operations
account, the recreational vehicle account, the rural arterial trust
account, the safety and education account, the special category C
account, the state patrol hi ghway account, the transportation equi pnent
fund, the transportation fund, the transportation inprovenent account,
the transportation inprovenent board bond retirenent account, and the
urban arterial trust account.

(5 In conformance with Article Il, section 37 of the state
Constitution, no treasury accounts or funds shall be all ocated earnings
W thout the specific affirmative directive of this section.

NEW SECTION. Sec. 8. Sections 1 through 6 of this act constitute
a new chapter in Title 41 RCW

~-- END ---
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