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ENGROSSED SUBSTI TUTE HOUSE BI LL 1064

AS AMENDED BY THE SENATE
Passed Legislature - 2005 Regul ar Session
State of WAshi ngt on 59th Legislature 2005 Regul ar Sessi on

By House Conmittee on State Governnment Operations & Accountability
(originally sponsored by Representatives MIloscia, N xon, Haigh,
Shabro, Geen, Hunt, Priest, Linville, Arnmstrong, Sinpson, Bailey,
Kenney, Haler, Springer, Chase, Quall, Mirray, Willace, MDernott,
Upt hegrove, Kilnmer, Meller, Kessler, Appleton, WIIlianms, MCoy,
Bl ake, Dickerson, Conway, Tom P. Sullivan, Kagi, Morris, Wod,
Mcintire, Lantz, Hudgins, Ericks, Darneille, dibborn, Morrell
Takko, O Brien, O nsby, MDonald and B. Sullivan)

READ FI RST TI ME 01/ 24/ 05.

AN ACT Relating to inproving governnent per formance and
accountability; adding new sections to chapter 43.09 RCW adding a new
section to chapter 43.88 RCW adding a new section to chapter 2.56 RCW
and creating a new section.

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

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

(1) G tizens demand and deserve accountability of public prograns.
Publ i c programs nust continuously inprove in quality, efficiency, and
ef fectiveness in order to increase public trust;

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

(3) An independent citizen advisory board is necessary to ensure
t hat governnent services, custoner satisfaction, program efficiency,
and managenent systens are world class in performance;

(4) Fair, independent, professional performance audits of state
agencies are essential to inproving the efficiency and effectiveness of
governnment; and
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(5) The performance audit activities of the joint |egislative audit
and review conm ttee shoul d be suppl enented by making fuller use of the
state auditor's resources and capabilities.

NEW SECTION. Sec. 2. A new section is added to chapter 43.09 RCW
to read as foll ows:

For purposes of sections 3 through 6, 8, 9, and 11 of this act:

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

(2) "Draft work plan" neans the work plan for conducting
performance audits of state agencies proposed by the board and state
auditor after the statew de perfornance review.

(3) "Final performance audit report”™ neans a witten docunent
jointly released by the citizen advisory board and the state auditor
that includes the findings and comments from the prelimnary
per formance audit report.

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

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

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

(7) "State agency" or "agency" neans a state agency, departnent,
office, officer, board, comm ssion, bureau, division, institution, or
institution of higher education. "State agency"” includes all offices
of executive branch state governnent el ected officials.

NEW SECTION. Sec. 3. A new section is added to chapter 43.09 RCW
to read as foll ows:

ESHB 1064. SL p. 2
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(1) The citizen advisory board is created to inprove efficiency,
ef fectiveness, and accountability in state governnent.

(2) The board shall consist of ten nenbers as follows:

(a) One nenber shall be the state auditor, who shall be a nonvoting
menber ;

(b) One nenber shall be the legislative auditor, who shall be a
nonvoti ng nmenber;

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

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

(e) The governor shall select three citizen nmenbers who are not
st ate enpl oyees.

(3) The board shall elect a chair. The legislative auditor, the
state auditor, and the director of the office of financial nmanagenent
may not serve as chair.

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

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

(6) The office of the state auditor shall provide clerical,
technical, and managenent personnel to the board to serve as the
board's staff.

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

p. 3 ESHB 1064. SL
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(8) The nmenbers of the board shall be conpensated in accordance
with RCW 43.03.220 and reinbursed for travel expenses in accordance
wi th RCW 43. 03. 050 and 43. 03. 060.

*NEW SECTION. Sec. 4. A new section is added to chapter 43.09 RCW
to read as foll ows:

The board shall establish an assessnent and performance grading
program The program shall consist of conducting performance
assessnents and gradi ng state agency performance. Assessnents shall be
i npl enented on a phased-in schedul e. Initial areas to be assessed
shall include quality managenent, productivity and fiscal efficiency,
program effectiveness, contract managenent and oversight, internal
audit, internal and external custonmer satisfaction, statutory and
regul atory conpliance, and technol ogy systens and on-line services. As
part of this program the board shall:

(1) Consult with and seek input from elected officials, state
enpl oyees including front-line enployees, and professionals wth a
background in performance managenent for establishing the grading
st andar ds. In developing the criteria, the board shall consider
al ready devel oped best practices and audit criteria used by governnent
or nongovernment organi zations. Before the assessnent, the agencies
shall be given the criteria for the assessnent and the standards for
gr adi ng;

(2) Contract or partner with those public or private entities that
have expertise in devel opi ng public sector reviews applying fact-based
objective criteria and/or technical expertise in individual assessnent
areas to perform the assessnents and grading of all state agencies
The board may contract or partner with nore than one entity for
di fferent assessnent areas; and

(3) Submt the results of the assessnent and grading programto the
governor, the office of financial managenent, appropriate |egislative
commttees, and the public by Decenber 15th of each year. The results
of the assessnents and performance grading shall be posted on the

i nternet.
*Sec. 4 was vetoed. See nmessage at end of chapter.

NEW SECTION. Sec. 5. A new section is added to chapter 43.09 RCW
to read as foll ows:

ESHB 1064. SL p. 4
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(1) The board and the state auditor shall collaborate wth the
joint legislative audit and review conmttee regarding performance
audits of state governnent.

(a) The board shall establish criteria for performance audits
consistent with the criteria and standards followed by the joint
| egislative audit and review commttee. This criteria shall include,
at a mninum the auditing standards of the United States governnent
accountability office, as well as |egislative nandates and performnce
obj ectives established by state agencies and the | egislature. Mndates
include, but are not limted to, agency strategies, tinelines, program
obj ectives, and m ssion and goals as required in RCW 43. 88. 090.

(b) Using the criteria developed in (a) of this subsection, the
state auditor shall contract for a statew de perfornmance review to be
conpl eted as expeditiously as possible as a prelimnary to a draft work
plan for conducting performance audits. The board and the state
audi tor shall devel op a schedul e and comon net hodol ogy for conducting
these reviews. The purpose of these performance reviews is to identify
those agencies, prograns, functions, or activities nost likely to
benefit from performance audits and to identify |ikely areas warranting
early review, taking into account prior performance audits, if any, and
prior fiscal audits.

(c) The board and the state auditor shall develop the draft work
plan for performance audits based on input from citizens, state
enpl oyees, including front-line enployees, state nanagers, chairs and
ranking mnenbers of appropriate legislative conmttees, the joint
| egislative audit and review conmttee, public officials, and others.
The draft work plan may include a list of agencies, programs, or
systens to be audited on a tineline decided by the board and the state
audi tor based on a nunber of factors including risk, inportance, and
citizen concerns. When putting together the draft work plan, there
shoul d be consideration of all audits and reports already required. On
average, audits shall be designed to be conpleted as expeditiously as
possi bl e.

(d) Before adopting the final work plan, the board shall consult
with the |l egislative auditor and other appropriate oversight and audit
entities to coordinate work plans and avoid duplication of effort in
their planned performance audits of state governnent agencies. The

p. 5 ESHB 1064. SL
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board shall defer to the joint |egislative audit and review conm ttee
work plan if a simlar audit is included on both work plans for
audi ti ng.

(e) The state auditor shall contract out for performance audits.
In conducting the audits, agency front-line enployees and interna
audi tors shoul d be invol ved.

(f) Al audits nmust include consideration of reports prepared by
ot her governnent oversight entities.

(g) The audits may incl ude:

(i) Identification of prograns and services that can be elim nated,
reduced, consolidated, or enhanced;

(1i) Ildentification of funding sources to the state agency, to
progr ans, and to services that can be elimnated, reduced,
consol i dat ed, or enhanced;

(ti1) Analysis of gaps and overlaps in prograns and services and
recommendations for inproving, dropping, blending, or separating
functions to correct gaps or overl aps;

(tv) Analysis and recomendations for pooling information
technol ogy systens used within the state agency, and evaluation of
i nformati on processi ng and tel econmuni cati ons policy, organi zation, and
managenent ;

(v) Analysis of the roles and functions of the state agency, its
prograns, and its services and their conpliance wth statutory
authority and recommendations for elimnating or changing those roles
and functions and ensuring conpliance with statutory authority;

(vi) Recommendations for elimnating or changing statutes, rules,
and policy directives as may be necessary to ensure that the agency
carry out reasonably and properly those functions vested in the agency
by statute;

(vii) Verification of the reliability and validity of agency
performance data, self-assessnents, and performance neasurenent systens
as required under RCW 43. 88. 090;

(viii) Identification of potential cost savings in the state
agency, its prograns, and its services;

(ix) Identification and recognition of best practices;

(x) Evaluation of planning, budgeting, and program eval uation
policies and practices;

(xi) Evaluation of personnel systens operation and nmanagenent;

ESHB 1064. SL p. 6
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(xi1) Evaluation of state purchasing operations and managenent
policies and practices; and

(xi1i) Evaluation of organizational structure and staffing |evels,
particularly in terns of the ratio of managers and supervisors to
nonmanagenent personnel.

(h) The state auditor mnust solicit coments on prelimnary
performance audit reports fromthe audited state agency, the office of
t he governor, the office of financial nanagenent, the board, the chairs
and ranking nenbers of appropriate l|legislative commttees, and the
joint legislative audit and review conmttee for comment. Comment s
must be received wthin thirty days after receipt of the prelimnary
performance audit report unless a different tine period is approved by
the state auditor. All comrents shall be incorporated into the final
performance audit report. The final performance audit report shall
i nclude the objectives, scope, and nethodology; the audit results,
i ncl udi ng findings and recomrendati ons; concl usions; and identification
of best practices.

(1) The board and the state auditor shall jointly release fina
performance audit reports to the governor, the citizens of Washi ngton,
the joint legislative audit and review conmttee, and the appropriate
standing |l egislative conmttees. Final performance audit reports shall
be posted on the internet.

(j) For institutions of higher education, performance audits shal
not duplicate, and where applicable, shall nake nmaxi num use of existing
audit records, accreditation reviews, and perfornmance neasures required
by the office of financial managenent , the higher education
coordinating board, and nationally or regionally recognized
accreditation organizations including accreditation of hospitals
i censed under chapter 70.41 RCWand anbul atory care facilities.

(2) The citizen board created under RCW 44.75.030 shall be
responsi ble for performance audits for transportation rel ated agenci es
as defined under RCW 44.75.020.

NEW SECTION. Sec. 6. A new section is added to chapter 43.09 RCW
to read as foll ows:

If the legislative authority of a local jurisdiction requests a
performance audit of prograns under its jurisdiction, the state auditor

p. 7 ESHB 1064. SL
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has the discretion to conduct such a revi ew under separate contract and
funded by | ocal funds.

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

In addition to the authority given the state auditor in RCW
43.88.160(6), the state auditor is authorized to contract for and
oversee performance audits pursuant to section 5 of this act.

NEW SECTION. Sec. 8. A new section is added to chapter 43.09 RCW
to read as foll ows:

By June 30, 2007, and each four years thereafter, the joint
| egislative audit and review commttee shall contract with a private
entity for a performance audit of the perfornmance audit program
established in section 5 of this act and the board's responsibilities
under the performance audit program

NEW SECTION. Sec. 9. A new section is added to chapter 43.09 RCW
to read as foll ows:

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

pl an shall include an expl anation and specific reasons.
For agenci es under the authority of the governor, the governor nay
require periodic progress reports from the audited agency until al

resol uti on has occurred.

For agenci es under the authority of an elected official other than
the governor, the appropriate elected official may require periodic
reports of the action taken by the audited agency until all resolution
has occurr ed.

The board may request status reports on specific audits or
fi ndi ngs.

ESHB 1064. SL p. 8
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NEW SECTION. Sec. 10. A new section is added to chapter 2.56 RCW
to read as foll ows:

The office of the admnistrator for the courts is encouraged to
conduct performance audits of courts under the authority of the suprene
court, in conformty with criteria and nmethods devel oped by the board
for judicial admnistration that have been approved by the suprene
court. In developing criteria and nethods for conducting performance
audits, the board for judicial admnistration is encouraged to consider
quality inprovenent prograns, audits, and scoring. The judicial branch
is encouraged to submt the results of these efforts to the chief
justice of the supreme court or his or her designee, and with any ot her
appl i cabl e boards or conmmttees established under the authority of the
suprene court to oversee governnment accountability.

NEW SECTION. Sec. 11. A new section is added to chapter 43.09 RCW
to read as foll ows:

(1) Each biennium the |egislature shall appropriate such suns as
may be necessary, not to exceed an anobunt equal to two one-hundredths
of one percent of the total general fund state appropriation in that
bi ennium s omi bus operating appropriations act for purposes of the
performance review, performance audits, and activities of the board
aut hori zed by this chapter.

(2) The board and the state auditor shall submt recomended
budgets for their responsibilities under sections 2 through 6, 8, and
9 of this act to the auditor, who shall then prepare a consolidated
budget request, in the form of request legislation, to assist in
determ ning the fundi ng under subsection (1) of this section.

Passed by the House April 19, 2005.

Passed by the Senate April 7, 2005.

Approved by the Governor My 11, 2005, wth the exception of
certain itens that were vetoed.

Filed in Ofice of Secretary of State May 11, 2005.

Note: Governor's explanation of partial veto is as follows:

"I am returning, wthout my approval as to Section 4, Engrossed
Substitute House Bill No. 1064 entitl ed:

"AN ACT Relating to inproving governnent performance and
accountability."

This bill is an inportant step in strengthening accountability in
state governnment agencies. Al ongside the Governnent Managenent,
Accountability, and Performance program (GVAP), the statew de
performance audits contenplated in this bill usher in a new era of
responsi bl e state governance.

p. 9 ESHB 1064. SL



In discussion with our State Auditor, | have decided to veto Section
4 of this bill due to funding considerations. Section 4 establishes
an assessnent and grading program and authorizes the «citizen
advi sory board to contract each year for an assessnent and gradi ng of
all agency managenent systenms, as well as all agency technol ogy,
procurenent, conpliance nonitoring, on-line contracting and interna
audit systens. The performance assessnent and grading program if
inplemented in all agencies every year in a nmeaningful way, is likely
to qui ckly exhaust the appropriated funding for performnce audits.

In addition, with the passage of House Bill 1970, all agencies wll
be required to apply for an independent assessnent of their
managenent systens every three years. The assessnents that would

result wll identify strengths and weaknesses in each agency's
managenent systens, and will give agencies nore actionable feedback
on a regular basis. Section 4 of Engrossed Substitute House Bill No.
1064 therefore duplicates efforts that wll be acconplished nore
costeffectively under House Bill 1970.

For these reasons, | have vetoed Section 4 of Engrossed Substitute
House Bill No. 1064.

Wth the exception of Section 4, Engrossed Substitute House Bill No.

1064 i s approved.™

ESHB 1064. SL p. 10
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