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HOUSE BI LL 2652

Passed Legislature - 2008 Regul ar Session
State of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on

By Representatives Morrell, Fromhold, Meller, MlIntire, Sinpson, and
Kenney; by request of Health Care Authority and Departnent of
Retirenent Systens

Read first tinme 01/15/08. Referred to Commttee on Appropriations.

AN ACT Relating to coordination of benefit plans that allow state
and public enployees to pay on a pretax basis to participate in
benefits offered under sections 125 and 129 of the internal revenue
code, including transfer of the dependent care assistance programto
the health care authority; anmending RCW 41.05.300, 41.05. 310,
41. 05. 320, 41.05.123, 41.05.330, 41.05.340, 41.05.350, 41.05.360,
28B. 50. 874, and 41.50.780; reenacting and amending RCW 41.05.011
adding a new section to chapter 41.05 RCW creating a new section;
repeal ing RCW 41.04. 600, 41.04.605, 41.04.610, 41.04.615, 41.04.620,
41. 04.625, 41.04.630, 41.04.635, 41.04.640, and 41.04.645; and
provi ding an effective date.

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

NEW SECTION. Sec. 1. A new section is added to chapter 41.05 RCW
to read as foll ows:

(1) Al powers, duties, and functions of the departnent of
retirement systens pertaining to the dependent care assi stance program
are transferred to the health care authority.

(2)(a) Al reports, docunents, surveys, books, records, files,
papers, or witten material in the possession of the departnent of
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retirement systens pertaining to the powers, functions, and duties
transferred shall be delivered to the custody of the health care
authority. Al funds, credits, or other assets held in connection with
the powers, functions, and duties transferred shall be assigned to the
heal th care authority.

(b) Whenever any question arises as to the transfer of any funds,
books, docunents, records, papers, files, or other tangible property
used or held in the exercise of the powers and the performance of the
duties and functions transferred, the director of financial nmanagenent
shall make a determ nation as to the proper allocation and certify the
sane to the state agenci es concer ned.

(3) Al rules and all pending business before the departnment of
retirement systens pertaining to the powers, functions, and duties
transferred shall be continued and acted upon by the health care
authority. Al existing contracts and obligations shall remain in ful
force and shall be performed by the health care authority.

(4) The transfer of the powers, duties, and functions of the
department of retirement systens shall not affect the validity of any
act perfornmed before the effective date of this section.

(5) Nothing contained in this section nay be construed to alter any
exi sting collective bargaining unit or the provisions of any existing
collective bargaining agreenent until the agreenment has expired or
until the bargaining unit has been nodified by action of the public
enpl oynent rel ati ons conm ssion as provided by | aw.

Sec. 2. RCW41.05.011 and 2007 ¢ 488 s 2 and 2007 c 114 s 2 are
each reenacted and anended to read as foll ows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Admi nistrator"” nmeans the adm nistrator of the authority.

(2) "State purchased health care" or "health care" neans nedica
and health care, pharnmaceuticals, and nedical equipnment purchased with
state and federal funds by the departnment of social and health
services, the departnent of health, the basic health plan, the state
health care authority, the departnent of |abor and industries, the
departnent of corrections, the departnent of veterans affairs, and
| ocal school districts.

(3) "Authority" neans the Washington state health care authority.

HB 2652. SL p. 2
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(4) "Insuring entity" means an insurer as defined in chapter 48.01
RCW a health care service contractor as defined in chapter 48.44 RCW
or a health mai ntenance organi zation as defined in chapter 48.46 RCW

(5 "Flexible benefit plan" nmeans a benefit plan that allows
enpl oyees to choose the |l evel of health care coverage provided and the
anount of enpl oyee contributions fromanong a range of choices offered
by the authority.

(6) "Enployee" includes all full-tinme and career seasonal enployees
of the state, whether or not covered by civil service; elected and
appointed officials of the executive branch of governnent, including
full-time nmenbers of boards, conmm ssions, or commttees; and includes
any or all part-tinme and tenporary enployees under the ternms and
conditions established under this chapter by the authority; justices of
the suprenme court and judges of the court of appeals and the superior
courts; and nmenbers of the state legislature or of the legislative
authority of any county, city, or town who are elected to office after
February 20, 1970. "Enpl oyee"” al so includes: (a) Enployees of a
county, municipality, or other political subdivision of the state if
the legislative authority of the county, nunicipality, or other
political subdivision of the state seeks and receives the approval of
the authority to provide any of its insurance prograns by contract with
the authority, as provided in RCW 41.04.205 and 41.05.021(1)(9g); (b)
enpl oyees of enployee organi zations representing state civil service
enpl oyees, at the option of each such enployee organization, and,
effective October 1, 1995, enployees of enployee organizations
currently pooled with enpl oyees of school districts for the purpose of
purchasi ng insurance benefits, at the option of each such enployee
organi zation; (c) enployees of a school district if the authority
agrees to provide any of the school districts' insurance prograns by
contract with the authority as provided in RCW 28A. 400.350; and (d)
enpl oyees of a tribal government, if the governing body of the tribal
gover nnment seeks and receives the approval of the authority to provide
any of its insurance prograns by contract with the authority, as
provided in RCW41.05.021(1) (f) and (g).

(7) "Board" nmeans the public enployees' benefits board established
under RCW 41. 05. 055.

(8) "Retired or disabled school enployee" neans:

p. 3 HB 2652. SL
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(a) Persons who separated fromenploynent with a school district or
educational service district and are receiving a retirenment all owance
under chapter 41.32 or 41.40 RCWas of Septenber 30, 1993;

(b) Persons who separate fromenploynent with a school district or
educational service district on or after GCctober 1, 1993, and
i medi ately wupon separation receive a retirenment allowance under
chapter 41.32, 41.35, or 41.40 RCW

(c) Persons who separate fromenploynment with a school district or
educational service district due to a total and permanent disability,
and are eligible to receive a deferred retirenment allowance under
chapter 41.32, 41.35, or 41.40 RCW

(9) "((Benet+ts—eontributioen)) Premum paynent plan" neans a
(( i | Cbut Lan. i cal L oxibl i
arrangerent—or—a—cafeterta)) benefit plan whereby state and public
enpl oyees may ((agree—to—a—contribution—to—benefit—costs—which—wHH
aH-ew-t-he—enployee—to—participate—+nbenetits—offered)) pay their share

of group health plan premuns with pretax dollars as provided in the
salary reduction plan under this chapter pursuant to 26 U.S.C. Sec. 125
or other sections of the internal revenue code.

(10) "Salary" nmeans a state enployee's nonthly salary or wages.

(11) "Participant” neans an individual who fulfills the eligibility
and enrol |l nent requirenents under the ((benefHts—eontribution)) salary
reduction pl an.

(12) "Plan year" neans the tinme period established by the
authority.

(13) "Separated enployees”™ neans persons who separate from
enpl oynent wth an enpl oyer as defined in:

(a) RCW41.32.010(11) on or after July 1, 1996; or

(b) RCW41.35.010 on or after Septenber 1, 2000; or

(c) RCW41.40.010 on or after March 1, 2002;
and who are at least age fifty-five and have at |east ten years of
service under the teachers' retirenent systemplan 3 as defined in RCW
41. 32.010(40), the Washi ngton school enpl oyees' retirenment system plan
3 as defined in RCW 41.35.010, or the public enployees' retirenent
system plan 3 as defined in RCW41. 40. 010.

(14) "Emergency service personnel killed in the |line of duty" neans
| aw enforcenent officers and firefighters as defined in RCW41. 26. 030,
menbers of the Washington state patrol retirenment fund as defined in

HB 2652. SL p. 4
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RCW 43. 43. 120, and reserve officers and firefighters as defined in RCW
41. 24.010 who die as a result of injuries sustained in the course of
enpl oynent as determ ned consistent with Title 51 RCWby the depart nent
of | abor and industries.

(15) "Enployer" neans the state of \Washi ngton.

(16) "Enpl oyi ng agency"” neans a division, departnment, or separate
agency of state governnent; a county, nunicipality, school district,
educational service district, or other political subdivision; and a
tribal governnent covered by this chapter.

(17) "Tribal governnent" neans an Indian tribal governnment as
defined in section 3(32) of the enployee retirenent incone security act
of 1974, as anended, or an agency or instrunentality of the triba
governnment, that has governnment offices principally located in this
state.

(18) "Dependent care assistance progrant neans a benefit plan
whereby state and public enployees may pay for certain enploynent
related dependent care with pretax dollars as provided in the salary
reduction plan under this chapter pursuant to 26 U.S.C. Sec. 129 or
other sections of the internal revenue code.

(19) "Salary reduction plan" neans a benefit plan whereby state and
public enployees may agree to a reduction of salary on a pretax basis
to participate in the dependent care assistance program nedical
flexi ble spending arrangenent, or prem um paynent plan offered pursuant
to 26 U S.C. Sec. 125 or other sections of the internal revenue code.

(20) "Medical flexible spending arrangenent” neans a benefit plan
whereby state and public enployees may reduce their salary before taxes
to pay for nedical expenses not reinbursed by insurance as provided in
the salary reduction plan under this chapter pursuant to 26 U S. C Sec.
125 or other sections of the internal revenue code.

Sec. 3. RCW41.05.300 and 1995 1st sp.s. ¢ 6 s 11 are each anended
to read as foll ows:

(1) The state of Washington may enter into ((benretHts—econtribution
plans)) salary reduction agreenents wth enployees of the state
pursuant to the internal revenue code, ((26Y-S-C—See—125;)) for the
purpose of making it possible for enployees of the state to select on
a "before-tax basis" certain taxable and nontaxabl e benefits ((pursuant
to—26U-SC—See—125)). The purpose of the ((benretHts—econtribution))
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salary reduction plan established in this chapter is to attract and
retain individuals in governnental service by permtting themto enter
into agreenents with the state to provide for benefits pursuant to 26
U S C Sec. 125, 26 U.S.C. Sec. 129, and other applicable sections of
the internal revenue code.

(2) Nothing in the ((benreftits—eontributien)) salary reduction plan
constitutes an enploynent agreenment between the participant and the
st at e, and nothing contained in the participant's ((benetts
contributi+oen)) salary reduction agreenent, the plan, this section, or
RCW 41. 05. 123, 41.05. 310 through 41.05.360, and section 1 of this act
gives a participant any right to be retained in state enpl oynent.

Sec. 4. RCW41.05.310 and 1995 1st sp.s. ¢ 6 s 12 are each anmended
to read as foll ows:

The authority shall have responsibility for the fornulation and
adoption of a plan, policies, and procedures designed to guide, direct,
and adm nister the ((beretits—contribution)) salary reduction plan
For the plan year beginning January 1, 1996, the adm nistrator may
establish a premum only ((eent+ibutien)) plan. Expansi on of the
(( benet+ts—econt+ibution)) salary reduction plan ((te—arediecal—FHexible
spendi-hg—arrangerent)) or cafeteria plan during subsequent plan years
shal| be subject to approval by the director of the office of financial
managenent .

(1) A plan docunent describing the benefits ((eenrt+ibution))
offered under the salary reduction plan shall be adopted and
adm ni stered by the authority. The authority shall represent the state
in all matters concerning the admnistration of the plan. The state,
through the authority, may engage the services of a professional
consultant or admnistrator on a contractual basis to serve as an agent
to assist the authority or perform the admnistrative functions
necessary in carrying out the purposes of RCW 41.05.123, 41.05.300
t hrough 41.05.350, and section 1 of this act.

(2) The authority shall fornulate and establish policies and
procedures for the admnistration of the ((beretits—eontribution))
salary reduction plan that are consistent with existing state |l aw, the
internal revenue code, and the regulations adopted by the internal
revenue service as they may apply to the benefits offered to
participants under the plan.

HB 2652. SL p. 6
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(3) Every action taken by the authority in admnistering RCW
41.05.123, 41.05.300 through 41.05.350, and section 1 of this act shal
be presuned to be a fair and reasonable exercise of the authority
vested in or the duties inposed upon it. The authority shall be
presuned to have exerci sed reasonable care, diligence, and prudence and
to have acted inpartially as to all persons interested unless the
contrary be proved by clear and convincing affirmative evidence.

Sec. 5. RCWA41.05.320 and 2007 ¢ 492 s 6 are each anended to read
as follows:

(1) Elected officials and ((aH)) pernanent enployees of the state
are eligible to participate in the ((beretits—eontributien)) salary
reduction plan and ((eent+ibute—ampunt{s))) reduce their salary by
agreenent with the authority. The authority may adopt rules to: (a)
Limt the participation of enploying agencies and their enployees in
the plan; and (b) permt participation in the plan by tenporary
enpl oyees of the state.

(2) Persons eligible under subsection (1) of this section may enter
into ((benetits—eont+ributien)) salary reduction agreenents with the
state.

arrangerent—or—cateteria—plan—t—authertzed)) An eligible person may

becone a participant of the salary reduction plan for a full plan

year((y)) with annual benefit plan selection for each new plan year
made before the beginning of the plan year, as determned by the
aut hority, or upon becom ng eligible.

((€e))) (b) Once an eligible person elects to participate in the
salary reduction plan and determ nes the anmount ((ef)) his or her gross
salary ((that—he—or—she)) shall ((eent+ibute)) be reduced and the
benefit plan for which the funds are to be used during the plan year
((+s—determned)), the agreenent shall be irrevocable and may not be
anmended during the plan year except as provided in ((&43)) (c) of this

p. 7 HB 2652. SL
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subsecti on. Prior to meking an election to participate in the
(( benetits—eontributien)) salary reduction plan, the eligible person
shall be infornmed in witing of all the benefits and ((eent+ibuttons))
reductions that will occur as a result of such election.

((€6))) (c) The authority shall provide in the ((benrettts
contribut+oen)) salary reduction plan that a participant may enroll,
termnate, or change his or her election after the plan year has begun
if there is a significant change in a participant's status, as provided
by 26 U S.C. Sec. 125 and the regul ati ons adopted under that section
and defined by the authority.

(4) The authority shall establish as part of the ((benetts
cont+rbuti+oen)) salary reduction plan the procedures for and effect of
wi thdrawal from the plan by reason of retirenent, death, |eave of
absence, or termnation of enploynent. To the extent possible under
federal law, the authority shall protect participants fromforfeiture
of rights under the plan.

(5) Any ((eentributien)) reduction of salary under the ((benretts
cont+rbuti+oen)) salary reduction plan shall ((eentinue—to—be—+tneluded
as)) not reduce the reportable conpensation for the purpose of
conputing the state retirenent and pension benefits earned by the
enpl oyee pursuant to chapters 41.26, 41.32, 41.35, 41.37, 41.40, and
43. 43 RCW

Sec. 6. RCW41.05.123 and 2005 ¢ 143 s 2 are each anended to read
as follows:

(1) The ((redieal)) flexible spending administrative account is
created in the custody of the state treasurer. All receipts fromthe
followng must be deposited in the account: (a) Revenues from
enpl oying agencies for costs associated wth operating the nedical
flexible spendi ng arrangenent program and the dependent care assi stance
program provided through the salary reduction plan authorized under
this chapter; (b) funds transferred from the dependent care
adm ni strative account; and (({8)})) (c) unclai ned noneys at the end of
the plan year after all tinmely submtted clains for that plan year have
been processed. Expenditures from the account may be used only for
admnistrative and other expenses related to operating the nedical
fl exi ble spending ((aeeeunt)) arrangenent program and the dependent
care assistance program provided through the salary reduction plan

HB 2652. SL p. 8
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authorized under this chapter. Only the admnistrator or the
adm nistrator's designee nay authorize expenditures from the account.
The account is subject to allotnment procedures under chapter 43.88 RCW
but an appropriation is not required for expenditures.

(2) The salary reduction account is established in the state
treasury. Enployee salary reductions paid to reinburse participants or
service providers for benefits provided by the nedical flexible
spendi ng arrangenent program and the dependent care assi stance program
provided through the salary reduction plan authorized under this
chapter shall be paid from the salary reduction account. The funds
held by the state to pay for benefits provided by the nedical flexible
spendi ng arrangenent program and the dependent care assi stance program
provided through the salary reduction plan authorized under this
chapter shall be deposited in the salary reduction account. Uncl ai ned
noneys renaining in the salary reduction account at the end of a plan
year after all tinely submtted clains for that plan year have been
processed shall becone a part of the flexible spending adm nistrative
account. Only the admnistrator or the administrator's designee nay
aut hori ze expenditures fromthe account. The account is not subject to
allotment procedures under chapter 43.88 RCW and an appropriation is
not required for expenditures.

(3) Programclains reserves and noney necessary for start-up costs
transferred fromthe public enployees' and retirees' insurance account
established in RCW41.05. 120 may be deposited in the flexible spending
adm ni strative account. Moneys in excess of the anmobunt necessary for
adm ni strative and operating expenses of the nedical flexible spending
((aeeount)) arrangenent program may be transferred to the public
enpl oyees' and retirees' insurance account.

((3))) (4) The authority may periodically bill enploying agencies
for costs associated with operating the nedical flexible spending
((aeeount)) arrangenent program and the dependent care assistance
program provided through the salary reduction plan authorized under
this chapter.

Sec. 7. RCW41.05.330 and 1995 1st sp.s. ¢ 6 s 14 are each anended
to read as foll ows:
The authority shall keep or cause to be kept full and adequate

p. 9 HB 2652. SL
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accounts and records of the assets, obligations, transactions, and
affairs of a ((benetits—cont+ibutioen)) salary reduction plan created
under RCW 41. 05. 300.

Sec. 8. RCW41.05.340 and 1995 1st sp.s. ¢ 6 s 15 are each anended
to read as foll ows:

(1) The state may termnate the ((benefits—contribution)) salary
reduction plan at the end of the plan year or upon notification of
federal action affecting the status of the plan.

(2) The authority may anmend the ((benrefHts—eontributioen)) salary
reduction plan at any tinme if the anmendnent does not affect the rights
of the participants to receive eligible reinbursenent from the
participants' ((benrefHts—eont+ibution)) accounts.

Sec. 9. RCW41.05.350 and 1995 1st sp.s. ¢ 6 s 16 are each anended
to read as foll ows:

The authority shall adopt rules necessary to inplement RCW
41.05.123, 41.05.300 through 41.05.340, and section 1 of this act.

Sec. 10. RCW 41.05.360 and 1995 1st sp.s. ¢ 6 s 17 are each
anmended to read as foll ows:

RCW 41. 05.123, 41.05.300 through 41.05.350, and section 1 of this
act shall be construed to effectuate the purposes of 26 U S.C. Sec. 125
and ot her applicable sections of the internal revenue code as required.

Sec. 11. RCW 28B.50.874 and 1998 c¢ 116 s 14 are each amended to
read as foll ows:

When the state system of community and technical coll eges assunes
admnistrative control of the vocational -technical i nstitutes,
personnel enployed by the vocational -technical institutes shall:

(1) Suffer no reduction in conpensation, benefits, seniority, or
enpl oynent status. After Septenber 1, 1991, classified enpl oyees shal
continue to be covered by chapter 41.56 RCW and faculty nenbers and
adm ni strators shall be covered by chapter 28B.50 RCW

(2) To the extent applicable to faculty nenbers, any faculty
currently enployed on a "continuing contract"” basis wunder RCW
28A. 405. 210 be awarded tenure pursuant to RCW 28B.50.851 through

HB 2652. SL p. 10
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28B. 50.873, except for any faculty nenbers who are provisional
enpl oyees under RCW 28A. 405. 220;

(3) Be eligible to participate in the health care and other
i nsurance plans provided by the health care authority and the ((state))
public enpl oyees' benefits board pursuant to chapter 41.05 RCW

(4) Be eligible to participate in old age annuities or retirenent
inconme plans under the rules of the state board for comunity and
technical colleges pursuant to RCW 28B.10.400 or the teachers
retirenment systemplan 1 for personnel enployed before July 1, 1977, or
plan 2 for personnel enployed after July 1, 1977, under chapter 41.32
RCW however, no affected vocational -technical institute enployee shal
be required to choose fromanong any avail able retirenent plan options
prior to six nonths after Septenber 1, 1991;

(5) Have transferred to their new adm nistrative college district
all accrued sick and vacation |eave and thereafter shall earn and use
all such | eave under the rule established pursuant to RCW 28B. 50. 551;

(6) Be eligible to participate in the deferred conpensation plan
and ((t+he—dependent—eare)) prograns pursuant to RCW ((43-04-600))
41. 05.123, 41.05.300 through 41.05.360, and section 1 of this act under
t he applicable rules.

An exclusive bargaining representative certified to represent a
bargai ning unit covering enpl oyees of a vocational technical institute
on Septenber 1, 1991, shall remain the exclusive representative of such
enpl oyees thereafter until and unless such representative is replaced
or decertified in accordance with state | aw.

Any collective bargaining agreenment in effect on June 30, 1991,
shall remain in effect as it applies to enployees of vocational
technical institutes until its expiration or renewal date or until
renegoti ated or renewed in accordance wth chapter 28B.52 or 41.56 RCW
After the expiration date of a collective bargai ning agreenent, all of
the ternms and conditions specified in the collective bargaining
agreenent, as it applies to enployees of vocational-technica
institutes, shall remain in effect until the effective date of a
subsequent agreenent, not to exceed one year fromthe term nation date
stated in the agreenent. The board of trustees and the enpl oyees nmay
mutually agree to continue the ternms and conditions of the agreenent
beyond the one year extension. However, nothing in this section shal
be construed to deny any enpl oyee right granted under chapter 28B.52 or

p. 11 HB 2652. SL
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41.56 RCW Labor rel ations processes and agreenents covering faculty
menbers of vocational technical institutes after Septenber 1, 1991
shal | be governed by chapter 28B.52 RCW Labor relations processes and
agreenents covering classified enployees of vocational technical
institutes after Septenber 1, 1991, shall continue to be governed by
chapter 41.56 RCW

Sec. 12. RCW41.50.780 and 2001 ¢ 181 s 2 are each anmended to read
as follows:

(1) The deferred conpensation principal account is hereby created
in the state treasury.

(2) The anmount of conpensation deferred by enployees under
agreenents entered into under the authority contained in RCW41.50.770
shall be paid into the deferred conpensation principal account and
shall be sufficient to cover costs of admnistration and staffing in
addition to such other amounts as determ ned by the departnent. The
deferred conpensation principal account shall be used to carry out the
pur poses of RCW41.50.770. Al eligible state enpl oyees shall be given
the opportunity to participate in agreenents entered into by the
departnment under RCW 41.50. 770. State agencies shall cooperate with
the departnment in providing enployees wth the opportunity to
partici pate.

(3) Any county, municipality, or other subdivision of the state may
elect to participate in any agreenents entered into by the departnent
under RCW 41.50.770, including the making of paynments therefromto the
enpl oyees participating in a deferred conpensation plan upon their
separation from state or other qualifying service. Accordi ngly, the
deferred conpensation principal account shall be considered to be a
public pension or retirenent fund within the nmeaning of Article XXX,
section 1 of the state Constitution, for the purpose of determning
eligible investnents and deposits of the noneys therein.

(4) Al noneys in the state deferred conpensation principal account
and the state deferred conpensation admnistrative account, al
property and rights purchased therewith, and all income attributable
thereto, shall be held in trust by the state investnent board, as set
forth under RCW 43.33A. 030, for the exclusive benefit of the state
deferred conpensation plan's participants and their beneficiaries.
Neither the participant, nor the participant's beneficiary or
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beneficiaries, nor any other designee, has any right to commute, sell,
assign, transfer, or otherw se convey the right to receive any paynents
under the plan. These paynents and right thereto are nonassi gnabl e 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.

(5) The state investnent board has the full power to invest nobneys
in the state deferred conpensation principal account and the state
deferred conpensation adm nistrative account in accordance with RCW
43. 84. 150, 43.33A 140, and 41.50.770, and cunulative investnent
directions received pursuant to RCW 41.50.770. Al investnent and
operating costs of the state investnent board associated with the
investnment of the deferred conpensation plan assets shall be paid
pursuant to RCW 43. 33A. 160 and 43.84.160. Wth the exception of these
expenses, one hundred percent of all earnings from these investnents
shal |l accrue directly to the deferred conpensation principal account.

(6)(a) No state board or comm ssion, agency, or any officer,
enpl oyee, or nenber thereof is liable for any loss or deficiency
resulting from participant investnents selected pursuant to RCW
41.50. 770(3).

(b) Neither the enployee retirenent benefits board nor the state
i nvestment board, nor any officer, enployee, or nenber thereof is
liable for any |l oss or deficiency resulting fromreasonable efforts to
i npl enent i nvestnent directions pursuant to RCW41.50. 770(3).

(7) The deferred conpensation admnistrative account is hereby
created in the state treasury. Al expenses of the departnent
pertaining to the deferred conpensation plan including staffing and
adm ni strati ve expenses shall be paid out of the deferred conpensation
adm ni strative account. Any excess bal ances credited to this account
over admnistrative expenses disbursed from this account shall be
transferred to the deferred conpensation principal account at such tine
and in such anmounts as may be determined by the department with the
approval of the office of financial managenent. Any deficiency in the
deferred conpensation adm nistrative account caused by an excess of
adm nistrative expenses disbursed from this account shall be
transferred to this account from the deferred conpensation principa
account .
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(8) ((+tr—additiontotheduties—spectedinths—section—andRCW
41 50+4+0—the—departrent—shalH—admntster—the—salary—reduction—plan
estabH-shed—+rRON-41-04-600throuwgh—41-04-645—

9Y))(a) (i) The departnent shall keep or cause to be kept full and
adequate accounts and records of the assets of each individual
participant, obligations, transactions, and affairs of any deferred
conpensation plans created under RCW41.50.770 and this section. The
departnent shall account for and report on the investnment of state
deferred conpensation plan assets or may enter into an agreenent with
the state investnment board for such accounting and reporting.

(ii) The departnent'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 firnmns.

(iii1) The departnment has sole responsibility for contracting with
any recordkeepers for individual participant accounts and shall nanage
the performance of recordkeepers under those contracts.

(b) (i) The departnment's duties under (a)(ii) of this subsection do
not limt the authority of the state investnent board to conduct its
responsibilities for asset managenent and bal ancing of the deferred
conpensati on funds.

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

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

((283)) (9) The departnment nmay adopt rul es necessary to carry out
its responsibilities under RCW41.50.770 and this section.

NEW SECTION. Sec. 13. On the effective date of this section, the
treasurer shall transfer all funds in the dependent care admnistrative
account into the flexible spending adm nistrative account.

NEW SECTION. Sec. 14. The follow ng acts or parts of acts, as now
exi sting or hereafter anended, are each repeal ed:

(1) RCWA41.04.600 (Dependent care--Salary reduction plan--Purpose)
and 1987 c 475 s 1,
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(2) RCW 41.04.605 (Dependent <care--Salary reduction plan--
Definitions) and 1998 ¢ 116 s 3 & 1987 ¢ 475 s 2;

(3) RCW 41.04.610 (Dependent care--Salary reduction plan--Powers
and duties of departnent) and 1998 ¢ 116 s 4 & 1987 c 475 s 3;

(4) RCWA41.04.615 (Dependent care--Sal ary reduction plan docunent--
Funds, fees, and appropriations--Dependent care adm ni strative account
created--Presunptions) and 1998 ¢ 116 s 5, 1993 ¢ 34 s 1, & 1987 c 475
s 4,

(5 RCW 41.04.620 (Dependent <care--Salary reduction plan--
Participation by eligible persons--Enrollnent, term nation, or
nodi fication) and 1998 ¢ 116 s 6 & 1987 ¢ 475 s 5;

(6) RCW 41.04.625 (Dependent care--Salary reduction account) and
1987 c 475 s 6;

(7) RCW 41.04. 630 (Dependent care--Salary reduction plan--Records
and reports) and 1998 ¢ 245 s 36, 1998 ¢ 116 s 7, & 1987 c¢ 475 s 7,

(8 RCW 41.04.635 (Dependent <care--Salary reduction plan--
Term nation or anmendnent of plan) and 1998 ¢ 116 s 8 & 1987 ¢ 475 s 8;

(9) RCWA41.04.640 (Dependent care--Sal ary reduction plan--Adoption
of rules) and 1998 ¢ 116 s 9 & 1987 ¢ 475 s 9; and

(10) RCW 41.04.645 (Dependent care--Salary reduction plan--
Construction of statutes) and 1987 ¢ 475 s 10.

NEW SECTION. Sec. 15. This act takes effect January 1, 20009.

Passed by the House February 13, 2008.

Passed by the Senate March 13, 2008.

Approved by the Governor March 28, 2008.

Filed in Ofice of Secretary of State March 28, 2008.
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