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HOUSE BI LL 3008

St ate of WAshi ngt on 590th Legislature 2006 Regul ar Session

By Representatives Alexander, O-cutt, Haler, MDonald, Arnstrong,
Cl enents, Hinkle, Dunn, Ahern, Newhouse, Hol nguist, Ericksen, MCune,
Ser ben, Kristiansen, Bai | ey, Roach, Ni xon, Anderson, Canpbell,
Condotta, Shabro, Rodne, Wods, Schindler and Pearson

Read first tinme 01/18/2006. Referred to Commttee on Appropriations.

AN ACT Relating to placing limtations on state expenditures;
amendi ng RCW 43.135.025, 43.135.025, 43.135.035, and 43.135.035;
repealing 2005 ¢ 72 s 3; providing an effective date; providing a
contingent effective date; and providing an expiration date.

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, 1995, the phrase "the previous fisca
year's state expenditure imt" means the total state expenditures from
the state general fund, not including federal funds, for the fisca
year beginning July 1, 1989, plus the fiscal growh factor. Thi s
calculation is then conputed for the state expenditure limt for fisca
years 1992, 1993, 1994, and 1995, and as required under RCW
43.135. 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 nmenbers of the state expenditure limt
conmmittee are the director of financial nmanagenent, 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)(@) Prior to final passage of the ommibus operating budget by
the legislature, the expenditure linit comrittee shall neet to adjust
the expenditure limt for transfers and cost shifts under RCW
43.135.035 (4) and (5) and 43.135.060(2). If necessary, the conmttee
shall make further adjustnents after the governor signs the omnibus
operating budget.

(b) Each Novenber, the state expenditure limt commttee 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
inflation and popul ation change for each of the prior three fiscal
years.
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(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
popul ation for each fiscal year as reported by the office of financial
managenent .

Sec. 2. RCW43.135.025 and 2005 ¢ 72 s 4 are each anended to read
as follows:

(1) The state shall not expend from the general fund and rel ated
funds during any fiscal year state noneys in excess of the state
expenditure limt established 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 or related fund
expenditure for any fiscal year in excess of the state expenditure
limt established under this chapter. A violation of this subsection
constitutes a violation of RCW 43.88.290 and shall subject the state
treasurer to the penalties provided in RCW43. 88. 300.

(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, 2007, the phrase "the previous fisca
year's state expenditure imt" means the total state expenditures from
the state general fund and related funds, not including federal funds,
for the fiscal year beginning July 1, 2006, plus the fiscal growth
factor.

(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 nmenbers of the state expenditure [imt
conmmittee are the director of financial managenent, the attorney
general or the attorney general's designee, and the chairs and ranki ng
mnority menbers of the senate conmttee on ways and neans and the
house of representatives commttee on appropriations. All actions of
the state expenditure |limt commttee taken pursuant to this chapter
require an affirmative vote of at |east four nenbers.
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(6)(@) Prior to final passage of the ommibus operating budget by
the legislature, the expenditure linit comrittee shall neet to adjust
the expenditure limt for transfers and cost shifts under RCW
43.135.035 (4) and (5) and 43.135.060(2). If necessary, the conmttee
shall make further adjustnents after the governor signs the omnibus
operating budget.

(b) Each Novenber, the state expenditure limt commttee 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 limt adjustnment and projected expenditure limt as
provi ded 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 growh factor" neans the average ((grewth—+n—state
personral—rreore—for—the—prior—ten—Hseal—vyears)) of the sum of
inflation and population change for each of the prior three fiscal
years.

(8) "Ceneral fund" neans the state general fund.

(9) "Related fund" neans the health services account, violence
reduction and drug enforcenent account, public safety and education
account, water quality account, education |egacy accountant, or student
achi evenent fund.

Sec. 3. RCW43.135.035 and 2005 ¢ 72 s 2 are each anended to read
as follows:

(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
established under this chapter. However, for |egislation enacted
between the effective date of this 2005 act and June 30, 2007, any
action or conbination of actions by the |egislature that rai ses state
revenue or requires revenue-neutral tax shifts may be taken with the
approval of a majority of nenbers elected to each house, so long as
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state expenditures in any fiscal year, including the new revenue, Wl

not exceed the state expenditure Iimts established under this chapter.
(2)(a) ((H—thetegistative—action—under—subsectton—{H—ob—this
. " Lt ' . Y i

Limit ] I . .t he I eais hall I ¥ )

Except as provided in subsection (3) of this section, tota

expenditures fromthe state general fund and related funds may exceed

the expenditure limt only after the expenditures are approved by a

vote of the people at a Novenber general election. ((Fhre—state
' i . hall ' I ' it

(b) The ballot title for any vote of the people required under this
section shall be substantially as follows:

"Shal | ((taxes—be—inposedon——————————inorderto-allowa))

state spendi ng ((+nerease)) be increased above | ast year's authorized
spendi ng adjusted for inflation and popul ati on i ncreases?"

(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 ((t+we-thi+ds)) three-fifths vote of each house of the
| egi slature and signed by the governor. The law shall set forth the
nature of the energency((—wheh—+stHmtedtonatural—disasters—that

a¥a A | e a a ala a asaVa a¥a a a a N aaala a a¥a a¥a
w v/ \/

provi-de—hurmanttartan—asststanee)). The state expenditure limt may be

exceeded for no nore than twenty-four nonths follow ng the declaration
of the energency and only for the purposes contained in the energency
decl arati on.
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{€y)) 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
pursuant to RCW 43. 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 that has the effect of reducing
revenues froma particular source, where such revenues woul d ot herw se
be deposited into the state general fund, while increasing the revenues
from that particular source to another state or |ocal governnent
account. 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, 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.

Sec. 4. RCW43.135.035 and 2005 ¢ 72 s 5 are each anended to read
as follows:

(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.

(2)(a) ((Hf the legislative action under subsection (1) of this
sect-on—wH—resu-—n—expend-tures—n—excess—of—thestate—expenditure
it td I . . the |eois! hall | ¢ )
Except as provided in subsection (3) of this section, tota
expenditures fromthe state general fund and related funds nmay exceed
the expenditure Iimt only after the expenditures are approved by a
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vote of the people at a Novenber general election. ((Fhre—state

(b) The ballot title for any vote of the people required under this
section shall be substantially as follows:

"Shal | ((taxes—be—inposedon—— i norderto-allowa))

state spendi ng ((+nerease)) be increased above | ast year's authorized

spending adjusted for ((persenal—tnecome—growth)) inflation and

popul ati on i ncreases?"

(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 ((t+we-tht+rds)) three-fifths vote of each house of the
| egi slature and signed by the governor. The law shall set forth the
nature of the energency((—wheh—+st+Hmtedtonatural—disasters—that

a¥a A | e a a ala a alasaV¥a a¥a a a a N aaala a a¥a a¥a
w v/ \/

provi-de—hurmanttartan—asststanee)). The state expenditure limt may be

exceeded for no nore than twenty-four nonths follow ng the declaration
of the energency and only for the purposes contained in the energency
decl arati on.

£€))) 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 or a related fund to another source of funding,
or if nmoneys are transferred fromthe state general fund or a related
fund to another fund or account, the state expenditure limt conmttee,
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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 or a related fund to
anot her fund or account includes any state |egislative action taken
that has the effect of reducing revenues from a particular source
where such revenues woul d ot herwi se be deposited into the state genera
fund or a related fund, while increasing the revenues from that
particular source to another state or |ocal governnent 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.

(5) If the cost of any state program or function and the ongoi ng
revenue necessary to fund the program or function are shifted to the
state general fund or a related fund on or after January 1, 2007, the

state expenditure limt committee, acting pur suant to RCW
43.135. 025(5), shall increase the state expenditure limt to reflect
the shift.

NEW SECTION. Sec. 5. 2005 c 72 s 3 is repeal ed.

NEW SECTION. Sec. 6. Sections 1 and 3 of this act expire July 1,
2007.

NEW SECTION. Sec. 7. Sections 2 and 4 of this act take effect
July 1, 2007.

NEW SECTION.  Sec. 8. Except for sections 1, 2, and 5 of this act,
this act takes effect if the proposed amendnent to Article VIII,

section . . . of the state Constitution (HODR . . . ., H4189/06) is
validly submtted to and is approved and ratified by the voters at a
general election held in Novenber 2006. |If the proposed anendnent is

not approved and ratified, sections 3 and 4 of this act are void in
their entirety.

--- END ---
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