HOUSE BILL REPORT
HB 1486

As Reported by House Committee On:
Labor & Workplace Standards

Title: An act relating to establishing wage liens.

Brief Description: Creating the Washington wage recovery act.

Sponsors: Representatives Gregerson, Ryu, Peterson, Orwall, Sells, Stonier, Dolan, Frame,
Chapman, Goodman, Macri, Cody, Appleton, Tarleton, Ormsby, Bergquist, Hudgins, Doglio
and Stanford.

Brief History:

Committee Activity:
Labor & Workplace Standards: 1/23/17, 1/31/17 [DPS].

Brief Summary of Substitute Bill

* Creates a statutory wage lien for claims on unpaid wages.

* Creates procedures for establishing, foreclosing, extinguishing, and
prioritizing wage liens.

HOUSE COMMITTEE ON LABOR & WORKPLACE STANDARDS

Majority Report: The substitute bill be substituted therefor and the substitute bill do pass.
Signed by 4 members: Representatives Sells, Chair; Gregerson, Vice Chair; Doglio and
Frame.

Minority Report: Do not pass. Signed by 3 members: Representatives McCabe, Ranking
Minority Member; Pike, Assistant Ranking Minority Member; Manweller.

Staff: Trudes Tango (786-7384).
Background:
Various laws, such as the Minimum Wage Act and Wage Payment Act, establish standards for

the payment of wages. It is unlawful for an employer to deprive an employee of his or her
wages. An aggrieved employee may file a wage complaint with the Department of Labor and

This analysis was prepared by non-partisan legislative staff for the use of legislative
members in their deliberations. This analysis is not a part of the legislation nor does it
constitute a statement of legislative intent.
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Industries (Department). The Department must investigate wage complaints and has
authority to order citations and notices of assessment against employers.

An employee also has the option of bringing a civil action in court to enforce his or her wage
claim against the employer. Depending on the circumstances, an employer and the
employer's vice principal, officer, or agent may be liable for additional damages if the wage
violation was willful and intentional.

A lien gives a lien claimant rights to another's property as a means to enforce a debt owed to
the lien claimant. There are a variety of liens created by statute. One of the more common
liens is the materialmen's lien (or construction lien) that may be used by persons furnishing
labor, professional services, materials, or equipment for the improvement of real property. If
the person is not paid for services or materials, the person may have a lien on the real
property. Notice and recording requirements must be met. To foreclose on the lien, the
person claiming the lien must file a civil action in court. Other lien statutes include, for
example, crop liens, liens on timber and lumber, and liens on orchard land.

Summary of Substitute Bill:
A lien for wage claims is created. A wage claim is a claim for any unpaid wages, and any
other compensation, interest, statutory damages, liquidated damages, or statutory penalties

owed for a violation of state or federal wage laws.

Property Affected by Wage Liens.

Property subject to a wage lien include:

* real and personal property in the state that is owned or acquired by the claimant's
employer;

* real and personal property in the state owned or acquired by the employer's vice
principal, officer, or agent (if he or she is liable because the wage violation was
willful and intentional); and

* real property in the state that the wage claimant has maintained (for wage claims for
maintenance of the real property).

A wage lien does not apply to any property that is or would be subject to a lien by that person
under the construction lien statutes. Washington's Uniform Commercial Code on secured
transactions (UCC) does not apply to wage liens on personal property. In addition, certain
limitations apply regarding wage liens against goods and accounts receivables subject to the
UCC.

Wage liens do not affect the ownership or title in personal or real property of the state or
other public ownership.

Recording Requirements.

Procedures are established for recording wage liens, including requirements to file a notice of
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wage lien with the appropriate entity. For wage liens on real property and vehicles or
vessels, the notice must be filed in the county auditor's office where the property is located.
For personal property other than vehicles or vessels, the notice must be filed with the
Department of Licensing. In addition to filing a notice of wage lien, the claimant must
provide notice to the employer. A wage lien may be filed at any time before the expiration of
the statute of limitations on the wage claim. Statutory forms for notice are provided.

Foreclosure of a Wage Lien.

Generally, an action to foreclose on a wage lien must be filed within one year of the date the
wage lien was recorded. A wage lien may be foreclosed by bringing an action: (1) in district
court in the county in which the personal property is located if the value of the claim does not
exceed the district court's jurisdiction; or (2) in the superior court in the county in which the
real property is located or if the value of the claim exceeds the jurisdictional limit of district
court. In an action to foreclose a wage lien on a vessel or vehicle, the claimant must comply
with requirements of the Department of Licensing regarding transferring title.

A foreclosure action may be brought by the employee, the Department, the United States
Department of Labor, the Office of the Attorney General, or a representative of the employee
such as a union representative. A lien claimant who prevails in a foreclosure action is
entitled to reasonable attorneys' fees and costs.

If an employee pursues a wage claim in an administrative proceeding with the Department, a
final and binding citation from the Department establishes the amount owed for purposes of
foreclosing the lien only if the Department brings the foreclosure action on behalf of the
employee.

Extinguishing a Wage Lien.

A wage lien is extinguished if an action for the underlying wage claim is not brought within
one year of filing the wage lien. A wage lien is also extinguished if the wage claim is
dismissed with prejudice or upon payment and acceptance of the wage claim. Requirements,
such as notice provisions, to file a release of an extinguished wage lien are provided.
Statutory forms to release the wage lien are provided.

Priority.

With certain exceptions, wage liens have priority over all other debts, judgments, decrees,
liens, or security interests against the property subject to the wage lien, whether or not the
other debts originated or were perfected before or after the wage lien. For security interests
held by a financial institution, a wage lien has priority only up to 4 percent of the financial
institution's security interest in the property that is encumbered by the wage lien.

A wage lien does not have priority over tax liens originating before the wage lien and liens or
income withholding for child support obligations.

Other specified statutory liens dealing with money owed to employees, such as construction
liens, crop liens, and timber liens, rank in priority according to the time the liens were filed.
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Miscellaneous.

A contract between an employer and employee may not waive the right to a wage lien. A
properly filed notice of wage lien constitutes notice to the spouse or domestic partner of the
owner of the property and subjects all community property interest of both spouses or
domestic partners to the wage lien.

The wage lien provisions must be liberally construed to provide security for all persons
intended to be protected by the provisions.

Substitute Bill Compared to Original Bill:
The substitute bill clarifies that the county auditor, rather than the Department of Licensing,

sets the filing fee and records the notices of wage liens on vehicles and vessels filed with the
county auditor.

Appropriation: None.
Fiscal Note: Available.

Effective Date of Substitute Bill: The bill takes effect 90 days after adjournment of the
session in which the bill is passed.

Staff Summary of Public Testimony:

(In support) The average wage theft case is about $1,800. Many of the workers affected are
women of color and typically low-wage workers. This bill allows workers to put a hold on
assets so that the assets are still there when the workers are finally able to collect on their
wage claims. Being able to collect on wage claims is one of the most significant issues for
workers. The wage collection rate is not very high in the Department's system. Wisconsin
has a similar bill and 80 percent of workers recover some of their wages. This bill provides
certainty in the lending process by placing a 4 percent cap on a financial institution’s security
interest. This bill offers a real tool for workers.

(Opposed) There are numerous factors that go into business lending, and this bill would
increase the risk of lenders. The bill is changing long standing practices around lien rights
and places wage liens in superior positions of a financial institution's liens. The financial
institution would be placed in an inferior lien position on disputes that the financial
institution had no control over and where the financial institution is not at fault. The bill
allows for multiple claims and can result in a loss of all the financial institution's security
interest. A third party should have to make a determination about the legitimacy of a wage
claim before a lien can be filed.

Persons Testifying: (In support) Representative Gregerson, prime sponsor; Joe Kendo,
Washington State Labor Council; Rebecca Smith, National Employment Law Project; Andrea
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Schmitt, Columbia Legal Services; Carifio Barragan, Casa Latina; and Paul Benz, Faith
Action Network.

(Opposed) Denny Eliason, Washington Bankers Association and United Financial Lobby;
Gary Smith, Independent Business Association; and Bob Battles, Association of Washington
Business.

Persons Signed In To Testify But Not Testifying: None.
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