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SUBSTI TUTE HOUSE BI LL 1325

Passed Legislature - 1997 Regul ar Session
AS AMENDED BY THE SENATE
State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on

By House Commttee on Capital Budget (originally sponsored by
Represent ati ves Ogden, Mtchell, Costa, Hankins, O Brien and Mason)

Read first tine 03/05/97.

AN ACT Relating to capital projects for social service
or gani zati ons; addi ng a new section to chapter 43. 63A RCW addi ng a new
section to chapter 43.88 RCW and creating a new section.

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

NEW SECTI O\ Sec. 1. The legislature finds that nonprofit
organi zations provide a variety of social services that serve the needs
of the citizens of Wshington, including nmany services inplenented
under contract with state agencies. The legislature also finds that
the efficiency and quality of these services may be enhanced by the
provi sion of safe, reliable, and sound facilities, and that, in certain
cases, it may be appropriate for the state to assist in the devel opnent
of these facilities.

NEWSECTION. Sec. 2. A newsectionis added to chapter 43. 63A RCW
to read as foll ows:

If the legislature provides an appropriation to assist nonprofit
organi zations in acquiring, constructing, or rehabilitating facilities
used for the delivery of nonresidential social services, the
| egi sl ature may direct the departnment of community, trade, and econonic
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devel opment to establish a conpetitive process to prioritize
applications for the assistance as foll ows:

(1) The departnment shall conduct a state-wide solicitation of
project applications fromlocal governnents, nonprofit organizations,
and other entities, as determ ned by the departnent. The depart nent
shal |l evaluate and rank applications in consultation with a citizen
advi sory conm ttee using objective criteria. At a mninmum applicants
must denonstrate that the requested assistance wll 1increase the
efficiency or quality of the social services it provides to citizens.
The eval uati on and ranki ng process shall al so i ncl ude an exam nati on of

existing assets that applicants may apply to projects. G ant
assi stance under this section shall not exceed twenty-five percent of
the total cost of the project. The nonstate portion of the tota

project cost may include, but is not limted to, land, facilities, and
i n-kind contributions.

(2) The departnent shall submt a prioritized Iist of recomrended
projects to the legislature by Novenber 1st follow ng the effective

date of the appropriation. The list shall include a description of
each project, the anmpbunt of reconmmended state funding, and
docunentation of nonstate funds to be used for the project. The

departnent shall not sign contracts or otherwi se financially obligate
funds under this section until the | egislature has approved a specific
list of projects.

(3) In contracts for grants authorized under this section the
departnment shall include provisions which require that capital
i nprovenents shall be held by the grantee for a specified period of
time appropriate to the amount of the grant and that facilities shal
be used for the express purpose of the grant. |If the grantee is found
to be out of conpliance with provisions of the contract, the grantee
shall repay to the state general fund the principal anmount of the grant
plus interest calculated at the rate of interest on state of Washi ngt on
general obligation bonds issued nost closely to the date of
aut horization of the grant.

(4) The departnment shall develop nodel contract provisions for
conpliance with subsection (3) of this section and shall distributeits
recomendations to the appropriate legislative conmttees, the office
of financial managenent, and to all state agencies which provide
capital grants to nonstate entities.

SHB 1325. SL p. 2
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NEW SECTION. Sec. 3. A new section is added to chapter 43.88 RCW
to read as foll ows:

(1) Each state agency shall submt a report to the office of the
state auditor |isting each nongovernnent entity that received over
three hundred thousand dollars in state noneys during the previous
fiscal year under contract with the agency for purposes related to the
provi sion of social services. The report mnust be submtted by
Septenber 1 each year, and nust be in a formprescribed by the office
of the state auditor.

(2) The office of the state auditor shall select two groups of
entities fromthe reports for audit as foll ows:

(a) The first group shall be selected at random using a procedure
prescribed by the office of the state auditor. The office of the state
audi tor shall ensure that the nunber of entities selected under this
subsection (2)(a) each year is sufficient to ensure a statistically
representative sanple of all reported entities.

(b) The second group shall be selected based on a risk assessnent
of entities conducted by the office of the state auditor in
consultation wth state agencies. The office of the state auditor
shall consider, at a mninum the follow ng factors when conducting
ri sk assessnments: Findings fromprevious audits; decentralization of
deci si on maki ng and controls; turnover in officials and key personnel;
changes i n managenent structure or operations; and the presence of new
prograns, technol ogies, or funding sources.

(3) Each entity sel ected under subsection (2) of this section shal
be required to conpl ete a conprehensive entity-w de audit in accordance
wi th generally accept ed governnent auditing standards. The audit shal
determ ne, at a m ninum whet her:

(a) The financial statenents of the entity are presented fairly in
all material respects in conformty with generally accepted accounting
pri nci pl es;

(b) The schedule of expenditures of state noneys is presented
fairly inall material respects inrelationto the financial statenents
taken as a whol e;

(c) Internal accounting controls exist and are effective; and

(d) The entity has conplied with |aws, regulations, and contract
and grant provisions that have a direct and material effect on
performance of the contract and the expenditure of state noneys.
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(4) The office of the state auditor shall prescribe policies and
procedures for the conduct of audits under this section. The office of
the state auditor shall deemsingle audits conpleted in conpliance with
federal requirenents to be in fulfillnment of the requirenments of this
section if the audit neets the requirenents of subsection (3)(a)
t hrough (d) of this section.

(5) Conpleted audits must be delivered to the office of the state
auditor and the state agency by April 1 in the year followng the
selection of the entity for audit. Entities nust resolve any findings
contained in the audit within six nonths of the delivery of the audit.
Entities may not enter into newcontracts wth state agencies until al
maj or audit findings are resol ved.

(6) Nothing in this section limts the authority of the state
auditor to carry out statutorily and contractually prescribed powers
and duti es.

Passed the House April 19, 1997.

Passed the Senate April 15, 1997.

Approved by the Governor May 15, 1997.

Filed in OOfice of Secretary of State May 15, 1997.

SHB 1325. SL p. 4



