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HOUSE BI LL 1835

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on

By Representatives Al exander, Anderson, Cenents, Crouse, Condotta,
Schindler, Ahern, Ericksen, Newhouse, Kristiansen, N xon, Roach,
H nkle, Bailey, Talcott, Cox, Holnguist, Wods, Strow, Dunn, Buri,
Curtis, Shabro, Sunp, Haler, Pearson and MCune

Read first tinme 02/08/2005. Referred to Commttee on Appropriations.

AN ACT Relating to strengthening the state expenditure limt;
amendi ng RCW 43. 135. 025 and 43. 135.045; reenacting and anmendi ng RCW
43. 135. 035 and 43.135.045; providing an effective date; providing an
expiration date; and declaring an energency.

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

Sec. 1. RCW43.135.025 and 2000 2nd sp.s. ¢ 2 s 1 are each anended
to read as foll ows:

(1) The state shall not expend from the general fund during any
fiscal year state noneys in excess of the state expenditure l[imt
establ i shed under this chapter.

(2) Except pursuant to a declaration of energency under RCW
43.135. 035 or pursuant to an appropriation under RCW 43. 135. 045(4) (b),
the state treasurer shall not issue or redeem any check, warrant, or
voucher that will result in a state general fund expenditure for any
fiscal year in excess of the state expenditure Iimt established under
this chapter. A violation of this subsection constitutes a violation
of RCW43.88.290 and shall subject the state treasurer to the penalties
provi ded in RCW 43. 88. 300.
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(3) The state expenditure limt for any fiscal year shall be the
previous fiscal year's state expenditure Ilimt increased by a
percentage rate that equals the fiscal growh factor

(4) For purposes of conputing the state expenditure limt for the
fiscal year beginning July 1, ((3995)) 2005, the phrase "the previous
fiscal vyear's state expenditure I|limt" nmeans the total state

expenditures from the state general fund((;—net—inetuding—federal
funds;-)) for the fiscal year beginning July 1, ((4989)) 2004, plus the

fiscal growth factor. ((This calculation is then conputed for the

and—as—+eaured—under—ROM43-135-035(4)—) )

(5 A state expenditure |imt commttee is established for the
purpose of determning and adjusting the state expenditure limt as
provided in this chapter. The six nmenbers of the state expenditure
limt commttee are the director of financial nanagenent, the attorney
general or the attorney general's designee, and the chairs and ranking
mnority nmenbers of the senate commttee on ways and neans and the
house of representatives commttee on appropriations. Al actions of
the state expenditure |limt commttee taken pursuant to this chapter
require an affirmative vote of at |east ((t+hree)) four nenbers.

(6) Each Novenber, the state expenditure limt comittee shal
adjust the expenditure limt for the preceding fiscal year based on
actual expenditures and known changes in the fiscal growth factor and
then project an expenditure limt for the next two fiscal years. I f,
by Novenber 30th, the state expenditure limt conmttee has not adopted
the expenditure Iimt adjustnment and projected expenditure limt as
provided in subsection (5) of this section, the attorney general or his
or her designee shall adjust or project the expenditure limt, as
necessary.

(7) "Fiscal growth factor” neans the average of the sum of
i nflati on and popul ati on change for each of the ((pr+er)) three fiscal
years prior to the year for which the state expenditure limt is being
adopt ed.

(8) "Inflation" neans the percentage change in the inplicit price
deflator for the United States for each fiscal year as published by the
federal bureau of |abor statistics.

(9) "Population change" neans the percentage change in state

HB 1835 p. 2



© 00 N O Ol bW

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28
29
30
31
32
33
34
35
36
37

popul ation for each fiscal year as reported by the office of financial
managenent .

Sec. 2. 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
est abl i shed under this chapter.

(2)(a) If the legislative action under subsection (1) of this
section will result in expenditures in excess of the state expenditure
limt, then the action of the legislature shall not take effect until
approved by a vote of the people at a Novenber general election. The
( (etHHece—of—FHnanctal—managerent)) state expenditure |limt commttee
shal |l adjust the state expenditure limt by the anount of additiona
revenue approved by the voters under this section. Thi s adj ust nent
shall not exceed the amount of revenue generated by the |egislative
action during the first full fiscal year in which it is in effect. The
state expenditure limt shall be adjusted 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
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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 ((er—er—aftter—Janvary—1—1993;)) to another
source of funding, or if noneys are transferred fromthe state general
fund to another fund or account, the state expenditure limt conmttee,
acting 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 noney from the state general fund to another fund or
account includes any state |egislative action taken after July 1, 2000,
that has the effect of reducing revenues from a particular source
where such revenues woul d otherw se be deposited into the state general
fund, while increasing the revenues from that particular source to

another state or |ocal governnent account. For purposes of this
section, a shift of programcosts neans the shift of any portion of the
program cost, including the shift of any expenditure growh in the

program  This subsection does not apply to the dedication or use of
|ottery revenues under RCW 67.70.240(3) or property taxes under RCW
84.52.068, in support of education or education expenditures.

(5) If the cost of any state programor function is shifted to the
state general fund on or after January 1, ((2666)) 2005, from another
source of funding, ((er—++reneys—aretransterredtothe stategeneral
fund—from—aneother—fund—or—acecounts)) the state expenditure limt
commttee, acting pursuant to RCW 43.135.025(5), shall increase the
state expenditure limt to reflect the shift. However, the limt nmay
be increased for such a program cost shift only if:

(a) The legislature requires the deposit in the general fund of an
ongoi ng revenue source that would otherwi se be deposited in the fund or
account that previously supported the program in an anpbunt equal to
the cost of the program shifted; and

(b) The redirection of the ongoing revenue source takes effect on
the sanme date that the cost of the programis shifted.
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Sec. 3. RCW43.135.045 and 2003 1st sp.s. ¢ 26 s 919 and 2003 1st
Sp.s. ¢ 25 s 920 are each reenacted and anended to read as foll ows:

(1) The energency reserve fund is established in the state
treasury. During each fiscal year, the state treasurer shall deposit
in the energency reserve fund all general fund--state revenues in
excess of the state expenditure limt for that fiscal year. Deposits
shall be nmade at the end of each fiscal quarter based on projections of
state revenues and the state expenditure limt. The treasurer shal
make transfers between these accounts as necessary to reconcil e actual
annual revenues and the expenditure limt for fiscal year 2000 and
thereafter.

(2) The legislature nmay appropriate noneys from the energency
reserve fund only with approval of at |east two-thirds of the nenbers
of each house of the legislature, and then only if the appropriation
does not cause total expenditures to exceed the state expenditure limt
under this chapter

(3) The energency reserve fund balance shall not exceed five
percent of annual general fund--state revenues as projected by the
official state revenue forecast. Any bal ance in excess of five percent
shall be transferred on a quarterly basis by the state treasurer as
follows: Seventy-five percent to the student achievenent fund hereby
created in the state treasury and twenty-five percent to the genera
fund bal ance. The treasurer shall make transfers between these
accounts as necessary to reconcile actual annual revenues for fisca
year 2000 and thereafter. When per-student state funding for the
mai nt enance and operation of K-12 education neets a |level of no |ess
than ninety percent of the national average of total funding from al
sources per student as determned by the nobst recent published data
fromthe national center for education statistics of the United States
departnment of education, as calculated by the office of financial
managenent, further deposits to the student achi evenent fund shall be
required only to the extent necessary to maintain the ninety-percent
level. Remaining funds are part of the general fund bal ance and these
funds are subject to the expenditure limts of this chapter.

(4) The education construction fund is hereby created in the state
treasury.

(a) Funds may be appropriated fromthe education construction fund
exclusively for comon school construction or higher education
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construction. During the fiscal years beginning July 1, 2003, and
ending June 30, 2005, funds may also be used for higher education
facilities preservation and nmai nt enance.

(b) Funds may be appropriated for any other purpose only if
approved by a two-thirds vote of each house of the legislature and if
approved by a vote of the people at the next general election. An
appropriation approved by the people under this subsection shall result
in an adjustnment to the state expenditure limt only for the fisca
period for which the appropriation is made and shall not affect any
subsequent fiscal period.

(5) Funds fromthe student achi evenent fund shall be appropriated
to the superintendent of public instruction strictly for distribution
to school districts to neet the provisions set out in the student
achi evenent act. Allocations shall be made on an equal per full-tinme
equi val ent student basis to each school district.

(({6)y Earnings of the energency reserve fund under RCW
43.84.092(4)(a) shall be transferred quarterly to the nultinodal

I ‘i | b . )
Sec. 4. RCW 43.135.045 and 2003 1st sp.s. ¢ 25 s 920 are each

anmended to read as foll ows:
(1) The energency reserve fund is established in the state
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treasury. During each fiscal year, the state treasurer shall deposit
in the energency reserve fund all general fund--state revenues in
excess of the state expenditure limt for that fiscal year. Deposits
shall be nmade at the end of each fiscal quarter based on projections of
state revenues and the state expenditure limt. The treasurer shal
make transfers between these accounts as necessary to reconcil e actual
annual revenues and the expenditure limt for fiscal year 2000 and
thereafter.

(2) The legislature nmay appropriate noneys from the energency
reserve fund only with approval of at |east two-thirds of the nenbers
of each house of the legislature, and then only if the appropriation
does not cause total expenditures to exceed the state expenditure limt
under this chapter

(3) The energency reserve fund balance shall not exceed five
percent of annual general fund--state revenues as projected by the
official state revenue forecast. Any bal ance in excess of five percent
shall be transferred on a quarterly basis by the state treasurer as
follows: Seventy-five percent to the student achi evenent fund hereby
created in the state treasury and twenty-five percent to the genera
fund bal ance. The treasurer shall make transfers between these
accounts as necessary to reconcile actual annual revenues for fisca
year 2000 and thereafter. When per-student state funding for the
mai nt enance and operation of K-12 education neets a |level of no |ess
than ninety percent of the national average of total funding from al
sources per student as determned by the nobst recent published data
fromthe national center for education statistics of the United States
departnment of education, as calculated by the office of financial
managenent, further deposits to the student achi evenent fund shall be
required only to the extent necessary to maintain the ninety-percent
level. Remaining funds are part of the general fund bal ance and these
funds are subject to the expenditure limts of this chapter.

(4) The education construction fund is hereby created in the state
treasury.

(a) Funds may be appropriated fromthe education construction fund
exclusively for comon school construction or higher education
construction.

(b) Funds may be appropriated for any other purpose only if
approved by a two-thirds vote of each house of the legislature and if
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approved by a vote of the people at the next general election. An
appropriation approved by the people under this subsection shall result
in an adjustnment to the state expenditure limt only for the fisca
period for which the appropriation is made and shall not affect any
subsequent fiscal period.

(5) Funds fromthe student achi evenent fund shall be appropriated
to the superintendent of public instruction strictly for distribution
to school districts to neet the provisions set out in the student
achi evenent act. Allocations shall be made on an equal per full-tinme
equi val ent student basis to each school district.

(({6)y Earnings of the energency reserve fund under RCW
43.84.092(4)(a) shall be transferred quarterly to the nultinodal

I i seal_biennitm))

NEW SECTION. Sec. 5. Section 3 of this act expires June 30, 2005.

NEW SECTION. Sec. 6. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
i mredi ately, except for section 4 of this act which takes effect June
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