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HOUSE BI LL 1039

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on
By Representative Sommers; by request of Ofice of Financial Managenent

Read first time 01/11/2005. Referred to Commttee on Appropriations.

AN ACT Relating to a general fund working capital designation;
anmendi ng RCW 43. 88. 260; reenacting and anending RCW 43.135.035; and
addi ng new sections to chapter 43.88 RCW

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

NEW SECTION. Sec. 1. A new section is added to chapter 43.88 RCW
to read as foll ows:

(1) The ready reserve account is created in the state treasury.
Beginning with fiscal year 2006, at the end of each fiscal year, the
state treasurer shall deposit in the ready reserve account all general
fund-state revenues in excess of the expenditures from general fund-
state appropriations for that fiscal year, up to the state expenditure
limt for that fiscal year. The office of financial managenent shal
determne the ambunt that is in excess of the expenditures from the
general fund-state appropriation for that fiscal year and shall inform
the state treasurer

(2) The ready reserve account fund bal ance shall not exceed five
percent of annual general fund-state revenues. Any bal ance in excess
of five percent shall be transferred upon notice by the office of
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financial managenent, but no less than once per fiscal year by the
state treasurer, to the energency reserve fund.

(3) The legislature may appropriate noneys fromthe ready reserve
account with a sinple majority vote of both houses of the |egislature.

NEW SECTION. Sec. 2. A new section is added to chapter 43.88 RCW
to read as foll ows:

(1) The general fund working capital designation is not avail able
for expenditures. For fiscal year 2005, the general fund working
capital designation base shall be the ampbunt equal to the state share
of the June 30, 2003, gross receipts tax accruals.

(2) For fiscal year 2005, the general fund working capital
designation shall be equal to the base as calculated in subsection (1)
of this section adjusted for the difference between the general fund
cash and general ly accepted accounting principles forecast for fisca
year 2005 as determ ned by the economi c and revenue forecast counci
and the anmount of the fair value adjustnment to general fund tenporary
investnments as determned by the office of the state treasurer. For
fiscal year 2006 and thereafter, the general fund working capita
designation shall be the previous fiscal year's general fund working
capital designation adjusted for the difference between general fund
cash and generally accepted accounting principles forecast as
determ ned by the econom c and revenue forecast council and the anount
of the fair value adjustnent to general fund tenporary investnents as
determ ned by the office of the state treasurer

(3) In fiscal year 2005, the difference between the general fund
wor ki ng capital designation as recorded for fiscal year 2004 and the
anount determned as a result of subsection (1) of this section shal
be designated for subsequent transfer to the ready reserve account

established in section 1 of this act. In fiscal year 2006, forty
percent of this difference shall be transferred to the ready reserve
account. In fiscal year 2007, sixty percent of this difference shall

be transferred to the ready reserve account. The office of financial
managenent shall provide the state treasurer wth the anobunts to be
transferred. For subsequent fiscal years, the general fund working
capi tal designation shall not be available for appropriation or other
expenditure authority.
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Sec. 3. RCW43.88.260 and 1987 ¢ 502 s 7 are each anended to read
as follows:

(1) It shall be unlawful for any agency head or disbursing officer
to incur any cash deficiency and any appointive officer or enployee
violating the provisions of this section shall be subject to summary
removal .

(2) This section does not apply to:

(a) Tenporary cash deficiencies resulting from di sbursenents under
((a&)) an expenditure plan approved under RCW 43. 88. 110.

(b) Tenporary cash deficiencies authorized by the director of
financi al managenent for funds and accounts in the state treasury or in
the custody of the state treasurer. Each authorization under this
subsection (b) shall distinctly specify the fund or account for which
a deficiency is authorized, the maxi num anount of cash deficiency which
may be incurred, and the maxinum tinme period during which the cash
deficiency may continue. Each authorization shall expire at the end of
each fiscal biennium unless renewed by the director of financial
managenent . The director of financial managenent shall report each
aut hori zation and renewal to the legislative fiscal conmttees.

(c) Tenporary cash deficiencies in funds or accounts which are
neither in the state treasury, nor in the custody of the treasurer, if
the cash deficiency does not continue past the end of the fiscal
bi enni um

(3) Nothing in this section permts the expenditure of noneys in
excess of an applicabl e appropriation.

(4) For purposes of determ ning whether a cash deficiency exists,
the general fund cash bal ance shall be the sumof the general fund and
the ready reserve account bal ances.

Sec. 4. RCW43.135.035 and 2001 ¢ 3 s 8 and 2000 2nd sp.s. ¢ 2 s
2 are each reenacted and anended to read as foll ows:

(1) After July 1, 1995, any action or conbination of actions by the
| egislature that raises state revenue or requires revenue-neutral tax
shifts may be taken only if approved by a two-thirds vote of each
house, and then only if state expenditures in any fiscal year,
i ncluding the new revenue, wll not exceed the state expenditure |imts
establ i shed under this chapter.
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(2)(a) If the legislative action under subsection (1) of this
section will result in expenditures in excess of the state expenditure
l[imt, then the action of the legislature shall not take effect until
approved by a vote of the people at a Novenber general election. The
of fice of financial managenent shall adjust the state expenditure limt
by the anmount of additional revenue approved by the voters under this

section. This adjustnent shall not exceed the anobunt of revenue
generated by the legislative action during the first full fiscal year
in which it is in effect. The state expenditure limt shall be

adj ust ed downward upon expiration or repeal of the legislative action.
(b) The ballot title for any vote of the people required under this
section shall be substantially as foll ows:

"Shall taxes be inposed on . . . . . . . in order to allow a
spendi ng increase above |last year's authorized spending adjusted for
inflation and popul ati on increases?"

(3)(a) The state expenditure limt may be exceeded upon decl aration
of an energency for a period not to exceed twenty-four nonths by a | aw
approved by a two-thirds vote of each house of the legislature and
signed by the governor. The law shall set forth the nature of the
energency, which is limted to natural disasters that require i mediate
governnent action to alleviate human suffering and provi de humanitari an
assistance. The state expenditure limt my be exceeded for no nore
than twenty-four nonths foll ow ng the declaration of the enmergency and
only for the purposes contained in the energency decl aration.

(b) Additional taxes required for an energency under this section
may be inposed only until thirty days following the next general
el ection, unless an extension is approved at that general election.
The additional taxes shall expire upon expiration of the declaration of
ener gency. The legislature shall not inpose additional taxes for
ener gency purposes under this subsection unless funds in the education
construction fund have been exhaust ed.

(c) The state or any political subdivision of the state shall not
i npose any tax on intangi ble property listed in RCW84. 36.070 as that
statute exists on January 1, 1993.

(4) If the cost of any state program or function is shifted from
the state general fund on or after January 1, 1993, to another source
of funding, or if noneys are transferred fromthe state general fund to
anot her fund or account, the state expenditure |imt commttee, acting
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pursuant to RCW43. 135.025(5), shall lower the state expenditure limt
to reflect the shift. For the purposes of this section, a transfer of
nmoney fromthe state general fund to another fund or account includes
any state legislative action taken after July 1, 2000, that has the
effect of reducing revenues from a particular source, where such
revenues would otherwi se be deposited into the state general fund

while increasing the revenues from that particular source to another
state or |ocal government account. This subsection does not apply to
the dedication or use of lottery revenues under RCW 67.70.240(3) or
property taxes under RCW 84.52.068, in support of education or
education expenditures or to transfers made to the ready reserve
account fromthe state general fund as provided for in sections 1 and
2 of this act.

(5) If the cost of any state programor function is shifted to the
state general fund on or after January 1, 2000, from another source of
funding, or if noneys are transferred to the state general fund from
anot her fund or account, the state expenditure |imt commttee, acting
pursuant to RCW 43.135.025(5), shall increase the state expenditure
limt to reflect the shift. This subsection does not apply to
transfers nmade to the state general fund fromthe ready reserve account
as provided for in sections 1 and 2 of this act.

~-- END ---
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