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SENATE BI LL 6541

AS AMENDED BY THE HOUSE
Passed Legislature - 2006 Regul ar Session
State of WAshi ngt on 59th Legislature 2006 Regul ar Session
By Senators Prentice and Zarell

Read first time 01/13/2006. Referred to Commttee on Ways & Means.

AN ACT Relating to appeal bond requirenents involving judgnments
agai nst signatories of the tobacco nmaster settlenent agreenent; adding
a new section to chapter 43.340 RCW and creating new sections.

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

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

(a) Over the past five years, Wshington has received nore than
seven hundred mllion dollars from the tobacco naster settlenent
agr eement ;

(b) Wiile the state has securitized a portion of the noneys it was
prom sed under the master settlenment agreenent, the remainder of the
master settlenent agreenent paynents is used to fund inportant health
progranms such as the state's basic health plan, children's health
i nsurance, chil dhood vacci nes, and public health;

(c) Litigation now pending in the state or filed in the future
could result in danage awards against master settlenent agreenent
signatories or their successors or affiliates that are so |arge that
the defendants could obtain a stay of the execution of the judgnent
whi |l e they appeal only by decl aring bankruptcy, rather than posting an
appeal bond under state |aw,
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(d) Should a nmaster settlenent agreenent signatory declare
bankruptcy, issues mght be raised about whether that disrupts or
j eopardi zes the paynents that fund inportant state prograns;

(e) The legislature has the substantive obligation to raise revenue
and to protect the financial well-being of the state and its citizens.
Pursuant to that obligation, it is the legislature's responsibility to
ensure the continued receipt of nmaster settlenent agreenent funds to
t he maxi num ext ent possi bl e.

(2) Therefore, the legislature intends to place a maximumlimt on
the appeal bond a master settlenent agreenent signatory or a successor
or affiliate of a master settlenent agreenent signatory can be required
to post in litigation in order to stay execution of the judgnent
wi thout being forced into bankruptcy while it exercises its right to
appeal an adverse judgnent.

NEW SECTION. Sec. 2. A new section is added to chapter 43.340 RCW
to read as foll ows:

(1) Except as provided in subsection (2) of this section, in order
to secure and protect the noneys to be received as a result of the
mast er settlenent agreenment in civil litigation under any | egal theory
involving a signatory, a successor of a signatory, or any affiliate of
a signatory to the master settlenent agreenent, the supersedeas bond to
be furnished in order to stay the execution of the judgnment during the
entire course of appellate review shall be set in accordance wth
applicable laws or court rules, except that the total bond that is
required of all appellants collectively shall not exceed one hundred
mllion dollars, regardless of the value of the judgnent.

(2) If an appell ee proves by a preponderance of the evidence that
an appellant is dissipating assets outside the ordinary course of
busi ness to avoid the paynent of a judgnent, a court may require the
appel lant to post a bond in an anount up to the anount of the judgnent.

NEW SECTION. Sec. 3. This act applies to all actions pending on
or filed on or after the effective date of this section.

Passed by the Senate March 7, 2006.

Passed by the House March 3, 2006.

Approved by the Governor March 27, 2006.

Filed in Ofice of Secretary of State March 27, 2006.
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