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SECOND SUBSTI TUTE SENATE BI LL 5367

Passed Legislature - 2013 2nd Speci al Sessi on
State of WAshi ngton 63rd Legislature 2013 2nd Speci al Session

By Senate Ways & Means (originally sponsored by Senators Honeyford
Hatfield, King, Nelson, Delvin, and Shin; by request of Governor Inslee)

READ FI RST TI ME 06/ 28/ 13.

AN ACT Relating to Yakima river basin water resource managenent;
authorizing the acquisition of public lands by the departnent of
natural resources and managenent of comunity forest trust land to
preserve water basin function; anmending RCW 90.38.005, 90.38.010,
90. 38.900, 90.38.902, and 84.33.140; reenacting and anending RCW
43.84.092 and 43.84.092; adding new sections to chapter 90.38 RCW
adding a new section to chapter 79.155 RCW providing a contingent
effective date; providing expiration dates; and providing a contingent
expiration date.

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

Sec. 1. RCW90.38.005 and 1989 ¢ 429 s 1 are each anended to read
as follows:

(1) The legislature finds that:

(a) Under present physical conditions in the Yakima river basin
there is an insufficient supply of ground and surface water to satisfy
the present needs of the basin, and that the general health, welfare,
and_safety of the people of the Yakinma river_ basin depend upon the
conservation, nanagenment, developnent, and_ optimm use of all the
basin's water resources;

p. 1 2SSB 5367. SL
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(b) ((Purstvant—tePL—96-162-)) The future conpetition for water
anong nuni ci pal, donestic, industrial, agricultural, and i nstream water

interests in the Yakinma river basin will be intensified by continued
popul ation_growh, and_by changes_in_climate_ and_precipitation
anticipated to reduce_the basin's snow pack and_thereby reduce the
total water supply available to existing water users, instreamfl ows,
and carryover storage;

(c) To_ address_the challenges_ described in_this_subsection,
congress has enacted several bills to pronpte Yakina river basin water
enhancenent, each of which was urged for enactnent by this state, the
United States ((+s—rnoew-condueting)) has conpleted a study of ways to
provi de needed waters through i nprovenents of the federal water project
presently existing in the Yakinma river basin, _and federal, tribal
state, and_ |ocal cooperators have developed an_integrated water
resource_ nmnagenment plan for inproving water supply, habitat, and
streamflow conditions in the Yakina river basin;

(d) As part of the_ Yakina river basin_water enhancenent project,
the United States departnent of the interior's bureau of reclanmation is
now seeking funding to_support inplenentation of the integrated water
resource nmanagenent plan for the Yakina river basin, which was jointly
prepared by the Washington state departnment of ecology and the United
States bureau_of reclamation and_ published in_a final progranmatic
environnental inpact statenent in March 2012;

((€e))) (e) The interests of the state will be served by devel opi ng
prograns, in cooperation with the United States and the various water
users in the basin, that increase the overall ability to manage basin
waters in order to better satisfy both present and future needs for
water in the Yakima river basin,

(f) The interests of the state wll also be served through
coordination of federal and state policies and procedures in order to
devel op and inplenent projects within the franework of the integrated
wat er resource nanagenent plan for the Yakima river basin. The pace of
integrated plan inplenentation over the long term depends upon adequate
funding and is subject to the availability of ampunts appropriated for
this purpose;

(g) The current real estate narket provides opportunities to
acquire comunity forest lands_that are useful for_ protecting and
enhanci ng wat ershed function at affordable prices;

2SSB 5367. SL p. 2
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(h) Although significant benefits are_anticipated to result from
the inplenentation_of the Yakina integrated plan, in_light of its
substantial costs_and_the state's |imted capacity to_absorb_them
within existing resources, there is a need to identify and evaluate
potential new state and |local revenue_sources to assist in paying the
state and | ocal share of inplenentation costs.

(2) It is the purpose of this chapter, consistent with these
findings, to_

(a) Inmprove the ability of the state to work with the United States
and various water users of the Yakima river basin in a programdesi gned
to satisfy both existing rights, and other presently unnmet as well as
future needs of the basin,

(b) Establish legislative intent to pronpte tinely and effective
inplenentation of the integrated plan in the Yakina river basin, and to
pronote the aggressive pursuit of water supply solutions that provide
concurrent benefits to_both instream and out-of-stream uses_in_the
Yakima river basin as rapidly as possible; and

(c) Take advantage of affordable real estate prices_to_acquire
community forest lands that are useful for_ protecting and enhancing
wat er shed function.

(3) The provisions of this chapter apply only to waters of the
Yaki ma river basin.

Sec. 2. RCW90.38.010 and 1989 c 429 s 2 are each anended to read
as follows:

((YUnlesstheecontext—eleartyrequiresotherwise)) The definitions
in this section apply throughout this chapter wunless_the_ context
clearly requires otherw se

(1) "Departnment" neans the departnent of ecol ogy.

(2) "Integrated plan" neans the Yakima river basin integrated water
resource managenent plan_devel oped through a consensus-based approach
by a_ diverse work group of representatives of the_ Yakama_ Nation,
federal, state, county, and city governnents,  environnental
organi zations, and irrigation districts, which is to be_ inplenented
consistent with congressional Yakinma_river basin_water enhancenent
project enactnents and for which the final programmatic environnental
i npact statenent was nmade available for review through public notice
published in the federal register (77 FR 12076 (2012)).

p. 3 2SSB 5367. SL
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(3) "Net water savings" neans the anmount of water that through
hydrol ogi cal analysis is determned to be conserved and usable for
ot her purposes without inpairing existing water rights, reducing the
ability to deliver water, or reducing the supply of water that
ot herwi se woul d have been avail abl e to other water users.

((3))) (4) "Trust water right" neans that portion of an existing
wat er right, constituting net water savings, that is no | onger required
to be diverted for beneficial use due to the installation of a water
conservation project that i nproves an existing system The term"trust
water right" also applies to any other water right acquired by the
departnment under this chapter for nanagenent in the Yakim river basin
trust water rights program

((4))) (5) "Water conservation project” neans any project funded
to further the purposes of this chapter and that achi eves physical or

operational inprovenments of efficiency in existing systens for
di versi on, conveyance, or application of water under existing water
rights.

(6) "Water supply facility permt and funding nilestone" neans a
date prior to June 30, 2025, when required pernits have been approved,
and funding has been secured to begin construction on one or nore water
supply facilities designed to provide at least two hundred fourteen
t housand acre feet of water to_be used for instream and out-of-stream
uses.

(7) "Yakima river basin_water enhancenent project” neans a series
of congressional enactnents, originally initiated by the United States
congress _in_ 1979 under P.L. 96-162, wth_subsequent federa
inplenmenting | egislation being passed in 1984 under section 109 of P.L.
98-381 to pronote fish passage inprovenents, and in 1994 under P.L.
103-434, as anended by P. L. 105-62 in 1997 and P.L. 106-372 in 2000, to
pronote water conservation, water supply, habitat, and stream
enhancenent i nprovenents in the Yakinma river basin.

NEW SECTION. Sec. 3. A new section is added to chapter 90.38 RCW
to read as foll ows:

The departnment is authorized to inplenent the integrated water
resource nmanagenent plan in the Yakima river basin, through a
coordinated effort of affected federal, state, and | ocal agencies and
resources, to develop water supply solutions that provide concurrent

2SSB 5367. SL p. 4
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benefits to both instream and out-of-stream uses, and to address a
variety of water resource and ecosystem problens affecting fish
passage, habitat functions, and agricultural, nmunicipal, and donestic
wat er supply in the Yakim river basin, consistent with the integrated
pl an.

(1) Authorized departnent actions include, but are not limted to:

(a) Accepting funds from any entity, public or private, as
necessary to i npl enent the objectives of this chapter;

(b) Assessing, planning, and devel oping projects under the Yakina
river basin integrated water resource managenent plan, or for any ot her
action designed to provide access to new water supplies wthin the
Yaki ma river basin, consistent with the integrated plan and incl uding
but not Ilimted to: Enhanced water conservation and efficiency
measures, water reallocation markets, in-basin surface and groundwat er
storage facilities, fish passage at existing in-basin reservoirs,
structural and operational nodifications to existing facilities,
habitat protection and restoration, and general watershed enhancenents
as necessary to inplenment the objectives of this chapter and the
i ntegrated plan; and

(c) Entering into contracts to ensure the effective delivery of
water and to provide for the design and construction of facilities
necessary to i nplenent the objectives of the integrated plan and this
chapter.

(2) Consistent with the integrated plan, the goals and objectives
of departnent actions authorized under this chapter include, but are
not limtedto:

(a) Protection, mtigation, and enhancenent of fish and wldlife
t hrough inproved water managenent; inproved instream flows; inproved
water quality; protection, creation, and enhancenent of wetlands;
i nproved fish passage, and by other appropriate neans of habitat
i nprovenent, including the protection and enhancenent of natural
wet | ands, fl oodpl ai ns, and groundwat er storage systens;

(b) Inproved water availability and reliability, and inproved
efficiency of water delivery and use, to enhance basin water supplies
for agricultural irrigation, muni ci pal , commerci al , i ndustri al
donestic, and environnental water uses;

(c) Establishment of nore efficient water markets and nore
effective operational and structural changes to manage variability of

p. 5 2SSB 5367. SL
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wat er supplies and to prepare for the uncertainties of climte change,
including but not limted to the facilitation of water banking, water
right transfers, dry year options, the voluntary sale and |ease of
| and, water, or water rights fromany entity or individual willing to
limt or forego water use on a tenporary or pernmanent basis, and any
ot her innovative water allocation tools used to maxim ze the utility of
existing Yakima river basin water supplies, as long as the
establishnment and use of these tools is consistent with the integrated
pl an.

(3) Water supplies secured through the devel opnent of new storage
facilities or expansion of existing storage facilities nade possible
with funding from the Yakima integrated plan inplenentation account,
the Yakima integrated plan inplenentation taxable bond account, and the
Yaki ma integrated plan inplenmentation revenue recovery account nust be
allocated for out-of-stream uses and to augnent instream flows
consistent with the Yakima river basin integrated water resource
managenent plan. Water to be nade avail able to benefit out-of-stream
uses under this subsection, but not yet appropriated, nmust be
tenporarily available to augnent instream flows to the extent that it
does not inpair existing water rights and is consistent with the
i ntegrated pl an.

NEW SECTION. Sec. 4. A new section is added to chapter 90.38 RCW
to read as foll ows:

(1) The Yakima integrated plan inplenentation account is created in
the state treasury. All receipts fromdirect appropriations fromthe
| egi sl ature, noneys directed to the account pursuant to this chapter,
or noneys directed to the account from any other sources nust be
deposited in the account. The account is intended to fund projects
usi ng tax exenpt bonds. Mneys in the account may be spent only after
appropriation. Expenditures from the account nay be used only as
provided in this section. Interest earned by deposits in the account
will be retained in the account.

(2) Expenditures from the account created in this section may be
used to assess, plan, and devel op projects under the Yakinma river basin
integrated water resource managenent plan or for any other actions
designed to provide access to new water supplies within the Yakinm

2SSB 5367. SL p. 6
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river basin for both instream and out-of-stream uses, consistent with
the integrated plan and the authorities, goals, and objectives set
forth in section 3 of this act.

(3)(a) Funds may not be expended from the account for the
construction of a new storage facility until the departnment eval uates
the fol |l ow ng:

(1) Water uses to be served by the facility;

(ii1) The quantity of water necessary to neet the needs of those
uses;

(iii) The benefits and costs to the state of serving those uses,
i ncl udi ng short-term and | ong-term economc, cul tural, and
environmental effects; and

(iv) Alternative neans of supplying water to neet those uses,
i ncluding the costs of those alternatives and an anal ysis of the extent
to which the long-term water supply needs are able to be net using
those alternatives.

(b) The departnment may rely on studies and information devel oped
t hrough conpliance wth other state and federal requirements and ot her
sources. The departnent shall conpile its findings and concl usi ons and
provide a summary of the information it revi ewed.

(c) Before finalizing its evaluation under the provisions of this
subsection, the departnent shall make the prelimnary evaluation
available to the public. Public comment may be nmade to the departnent
within thirty days of the date the prelimnary evaluation is nmade
public.

(4) For water supplies developed under the integrated plan to
support future municipal and donestic water needs, the departnent shal
give preference to other entities in managi ng water service contracts.
Where the departnment determ nes that the managenment of such contracts
by other entities is not feasible or suitable, the departnent nmay enter
into water service contracts with applicants receiving water fromthe
programto recover all or a portion of the cost of devel opi ng water
supplies nade possible with funding from the account created in this
section. The departnent nay deny an application if the applicant does
not enter into a water service contract. Revenue collected from water
service contracts nust be deposited into the Yakima integrated plan
i npl enentati on revenue recovery account created in section 6 of this
act. The departnment may adopt rules describing the nethodol ogy as to

p. 7 2SSB 5367. SL
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how charges will be established and direct costs recovered for water
supply devel oped under the Yakinma river basin integrated water resource
managenent plan i npl enent ati on program

NEW SECTION. Sec. 5. A new section is added to chapter 90.38 RCW
to read as foll ows:

(1) The Yakima integrated plan inplenentation taxable bond account
is created in the state treasury. All  receipts from direct
appropriations from the |egislature, noneys directed to the account
pursuant to this chapter, or noneys directed to the account from any
other sources nust be deposited in the account. The account is
intended to fund projects using taxable bonds. Mneys in the account
may be spent only after appropriation. Expenditures fromthe account
may be used only as provided in this section. I nterest earned by
deposits in the account will be retained in the account.

(2) Expenditures from the account created in this section may be
used to assess, plan, and devel op projects under the Yakinma river basin
integrated water resource managenent plan or for any other actions
designed to provide access to new water supplies within the Yakinm
river basin for both instream and out-of-stream uses, consistent with
the integrated plan and the authorities, goals, and objectives set
forth in section 3 of this act.

(3)(a) Funds may not be expended from the account for the
construction of a new storage facility until the departnment eval uates
the fol |l ow ng:

(1) Water uses to be served by the facility;

(ii) The quantity of water necessary to neet the needs of those
uses;

(iii) The benefits and costs to the state of serving those uses,
i ncl udi ng short-term and | ong-term econom c, cul tural, and
envi ronmental effects; and

(iv) Aternative neans of supplying water to neet those uses,
including the costs of those alternatives and an anal ysis of the extent
to which the long-term water supply needs are able to be net using
t hose al ternatives.

(b) The departnment may rely on studies and information devel oped
t hrough conpliance wth other state and federal requirements and ot her

2SSB 5367. SL p. 8
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sources. The departnent shall conpile its findings and concl usi ons and
provide a summary of the information it revi ewed.

(c) Before finalizing its evaluation under the provisions of this
subsection, the departnent shall make the prelimnary evaluation
available to the public. Public coment may be nmade to the departnent
within thirty days of the date the prelimnary evaluation is nmade
public.

(4) For water supplies devel oped under the integrated plan to
support future municipal and donestic water needs, the departnent shal
give preference to other entities in managi ng water service contracts.
Were the departnment determ nes that the managenment of such contracts
by other entities is not feasible or suitable, the departnent may enter
into water service contracts with applicants receiving water fromthe
programto recover all or a portion of the cost of devel opi ng water
supplies nmade possible with funding from the account created in this
section. The departnent nay deny an application if the applicant does
not enter into a water service contract. Revenue collected from water
service contracts nust be deposited into the Yakima integrated plan
i npl enent ati on revenue recovery account created in section 6 of this
act. The departnent may adopt rules describing the nethodol ogy as to
how charges will be established and direct costs recovered for water
supply devel oped under the Yakinma river basin integrated water resource
managenent plan i npl enent ati on program

NEW SECTION. Sec. 6. A new section is added to chapter 90.38 RCW
to read as foll ows:

(1) The Yakima integrated plan inplenmentation revenue recovery
account is created in the state treasury. All receipts from direct
appropriations from the |egislature, noneys directed to the account
pursuant to this chapter, or noneys directed to the account from any
other sources nust be deposited in the account. The account is
intended to fund projects using revenues from water service contracts
as authorized in this chapter. Mneys in the account may be spent only
after appropriation. Expenditures fromthe account may be used only as
provided in this section. Interest earned by deposits in the account
will be retained in the account.

(2) Expenditures from the account created in this section may be
used to assess, plan, and devel op projects under the Yakinma river basin

p. 9 2SSB 5367. SL
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integrated water resource managenent plan or for any other actions
designed to provide access to new water supplies within the Yakinm
river basin for both instream and out-of-stream uses, consistent with
the integrated plan and the authorities, goals, and objectives set
forth in section 3 of this act.

(3)(a) Funds may not be expended from the account for the
construction of a new storage facility until the departnment eval uates
the foll ow ng:

(1) Water uses to be served by the facility;

(ii) The quantity of water necessary to neet the needs of those
uses;

(iii) The benefits and costs to the state of serving those uses,
i ncl udi ng short-term and | ong-term economc, cul tural, and
environmental effects; and

(tv) Alternative neans of supplying water to neet those uses,
including the costs of those alternatives and an anal ysis of the extent
to which the long-term water supply needs are able to be net using
those alternatives.

(b) The departnment may rely on studies and information devel oped
t hrough conpliance wth other state and federal requirements and ot her
sources. The departnent shall conpile its findings and concl usi ons and
provide a summary of the information it revi ewed.

(c) Before finalizing its evaluation under the provisions of this
subsection, the departnent shall make the prelimnary evaluation
available to the public. Public coment may be nmade to the departnent
within thirty days of the date the prelimnary evaluation is nmade
public.

(4) For water supplies developed under the integrated plan to
support future nunicipal and donestic water needs in the Yaki ma basin,
the departnent shall give preference to other entities in managing
wat er service contracts. Were the departnent determines that the
managenent of such contracts by other entities is not feasible or
suitable, the departnent may enter into water service contracts with
applicants receiving water fromthe programto recover all or a portion
of the cost of developing water supplies nade possible with funding
fromthe account created in this section. The departnent may deny an
application if the applicant does not enter into a water service
contract. Revenue collected from water service contracts nust be

2SSB 5367. SL p. 10
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deposited into the Yakima integrated plan inplenentation revenue
recovery account created in this section. The departnment nmay adopt
rul es describing the nethodology as to how charges wll be established
and direct costs recovered for water supply devel oped under the Yakina
river basin integrated water resource nanagenent plan inplenentation
program

Sec. 7. RCW90.38.900 and 1989 c 429 s 7 are each anended to read
as follows:

The policies and purposes of this chapter shall not be construed as
replacing or anending the policies or the purposes for which funds
avai |l abl e under chapter 43.83B ((e+)), 43.99E, or 90.90 RCWnay be used
within or without the Yakima river basin.

Sec. 8. RCW90.38.902 and 1989 ¢ 429 s 9 are each anended to read
as follows:

(1) Nothing in this chapter shall authorize the inpairment of, or
operate to inpair, any existing water rights.

(2) Nothing in this chapter nmay be construed to |limt, inpair,
wai ve, abrogate, or dim nish:

(a) Any treaty or other rights of the Yakana Nati on;

(b) Any powers, rights, or authorities conferred upon_irrigation
districts under existing | aw,

(c) Any rights or jurisdictions of the United States, the state of
Washi ngton, or other person or entity over waters in the Yakina river
basi n.

NEW SECTION. Sec. 9. A new section is added to chapter 90.38 RCW
to read as foll ows:

(1) By Decenber 1, 2015, and by Decenber 1st of every odd-nunbered
year thereafter, and in conpliance with RCW43.01. 036, the departnent,
in consultation with the United States bureau of reclamation, the
Yakama Nation, Yakima river basin |ocal governnents, and key basin
stakehol ders, shall provide a Yakima river basin integrated water
resource nmanagenent plan inplenentation status report to the
| egislature and to the governor that includes: A description of
nmeasures that have been funded and inplenented in the Yakima river
basin and their effectiveness in neeting the objectives of this act, a

p. 11 2SSB 5367. SL
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project funding list that represents the state's percentage cost share
to inplement the integrated plan neasures for the current biennium and
cost estimates for subsequent biennia, a description of progress toward
concurrent realization of the integrated plan's fish passage, watershed
enhancenent, and water supply goals, and an annual sumary of all
associ ated costs to devel op and i npl ement projects within the framework
of the integrated water resource managenent plan for the Yakim river
basi n.

(2) The status report required in this section for Decenber 1,
2021, nust include a statenment of progress in achieving the water
supply facility permt and funding mlestone, as defined in RCW
90.38.010. |If, after a good faith effort to achieve the water supply
facility permt and funding mlestone, it appears that the m |l estone
cannot or may not be net, the departnent, in consultation with the
United States bureau of reclamation, the Yakama Nation, Yakima river
basin |l ocal governnents, and key basin stakeholders, shall provide a
detailed description of the inpedinents to achieving the mlestone
describe the strategy for resolving the identified inpedinents, and, if
necessary, recommend nodifications to the m | estone.

(3) This section expires Decenber 31, 2045.

NEW SECTION. Sec. 10. A newsection is added to chapter 90.38 RCW
to read as foll ows:

(1) Prior to the appropriation of funding for the construction of
a water supply project proposed in the integrated plan with a cost of
greater than one hundred mllion dollars, the state of WAshi ngton water
research center shall review, evaluate, and prepare coments on the
cost benefit analysis prepared for the project by the departnment and
the United States bureau of reclamation.

(2) To the greatest extent possible, the center nust wuse
informati on fromexisting studies, supplenented by primary research, to
measure and eval uate each project's benefits and costs.

(3) The center nust neasure and report the econom c benefits of
each project subject to subsection (1) of this section, so that it is
clear the extent to which an individual project is expected to result
in increases in fish populations, increases in the reliability of
irrigation water during severe drought years, and inprovenents in
muni ci pal and donestic water supply.

2SSB 5367. SL p. 12



© 00 N O Ol WDN P

[
o

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

(4) The <center may enter into agreenents wth other state
universities and with private consultants as needed to acconplish the
scope of work.

(5) The center mamy consult, as necessary, with the departnent of
ecology and the Yakima river basin water enhancenent project work
group.

(6) No nore than twel ve percent of any appropriations provided for
the inplenmentation of this section may be retained for admnistrative
over head expenses.

(7) This section expires July 1, 2025.

NEW SECTION. Sec. 11. A newsection is added to chapter 90.38 RCW
to read as foll ows:

(1)(a) It is theintent of the legislature for the state to pay its
fair share of the cost to inplenent the integrated plan. At | east
one-half of the total costs to finance the inplenentation of the
integrated plan nust be funded through federal, private, and other
nonstate sources, including a significant contribution of funding from
| ocal project beneficiaries. This section applies to the total costs
of the integrated plan and not to individual projects within the plan.

(b) The state's continuing support for the integrated plan shall be
formal |y reeval uated i ndependently by the governor and the |egislature
if, after Decenmber 31, 2021, and periodically thereafter, the actua
fundi ng provided through nonstate sources is | ess than one-half of al
costs and if funding fromlocal project beneficiaries does not conprise
a significant portion of the nonstate sources.

(2) The departnment shall deliver, consistent with the intent of
this section, a cost estimate and financing plan that addresses the
total estimated cost to inplenent the integrated plan and anal yzes
various financing options. The cost estimate and financing plan nust
i nclude a description of state expenditures as of the effective date of
this section incurred inplenenting the integrated plan and proposed
state expenditures in the 2015-2017 bi ennium and beyond with proposed
financi ng sources for each project.

(3) In addition, the office of the state treasurer shall prepare
suppl ementary chapters to the cost estimte and financing plan for the
departnent that:
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(a) ldentifies and eval uates potential new state financing sources
to pay for the state's contribution towards the overall costs of the
Yaki ma i ntegrated plan's inplenentation;

(b) Identifies and eval uates potential new | ocal financing sources
to pay for a significant |ocal contribution towards the overall costs
of the Yakima integrated plan's inplenentation;

(c) Considers the viability, and evaluates the advantages and
di sadvant ages of various financing nechani snms such as revenue bonds,
general obligation bonds, and ot her financi ng nodel s;

(d) ldentifies past, current, and anticipated future costs that
wll be, or are anticipated to be, paid by nonstate sources such as
federal sources, private sources, and | ocal sources; and

(e) Considers how cost overruns of projects associated with the
integrated plan could affect long-term financing of the overall
integrated plan and provides options for how cost overruns can be
addr essed.

(4) The departnent may, in the sole discretion of the departnent,
contract with state universities or private consultants for any part of
the cost estimate and fi nanci ng plan required under this section.

(5) The initial cost estimate and financing plan required by this
section must be provided to the governor and the |egislature,
consistent wwth RCW43.01. 036, by no |ater than Decenber 15, 2014, for
consideration in preparing the 2015-2017 biennial budget and future
budgets. The cost estimate and financing plan nust be updated by
Sept enber 1st of each successive even- nunbered year

NEW SECTION. Sec. 12. A new section is added to chapter 90.38 RCW
to read as foll ows:

(1) Subject to the availability of amounts appropriated for this
speci fic purpose, the departnent of natural resources is authorized to
purchase land to be held in the community forest trust under RCW
79.155.040 to serve the purposes of the community forest trust
including the protection of Yakima river basin functioning, wthout
conplying with the requirenments of RCW 79.155.030(1), 79.155.060, or
79.155.070, relating to the identification, prioritization, |ocal
commtnent, and financial contribution normally prerequisite to
nom nating and acquiring comunity forest trust |ands. The purchase
must be reviewed and approved by the board of natural resources. In
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its evaluation of this acquisition pursuant to RCW 79. 155. 040(3), the
board is relieved from considering the criteria for identifying and
prioritizing land set forth in RCW 79.155.050. Once purchased, the
land nust be nmanaged by the departnent of natural resources in
consultation with the departnment of fish and wildlife. Any investnent
in the land purchase with funds belonging to the comopn school trust
constitutes a loan fromthe irreduci ble principal of the comopn school
trust and may only be nmade if first determined to be a prudent
investnment by the board of natural resources. An annual interest
paynment on the loan of nine percent nust be paid, with six percent
deposited into the comon school construction account and three percent
deposited into the real property replacenent account. Interest begins
to accrue on the date the land purchase is conpleted and is due and
payable July 1st followng the conpletion of the state fiscal year.
The principal of the loan nust be repaid in accordance with the
provi si ons of subsection (3) of this section.

(2) The | and purchased under this authority must be managed under
a transitional postacquisition managenent plan during the period
bet ween the date of purchase and the water supply facility permt and
funding mlestone or until June 30, 2025, whichever is sooner. The
pl an nust be consistent with RCW79. 155.080(1), provided that the |ands
acquired as community forest trust |lands are not required to generate
financial support for their managenent as woul d otherw se be required
by RCW79. 155.020(2), 79.155.030(2)(d), and 79.155.080(3), and provided
further that the authority granted to the departnent to divest of the
property under RCW 79. 155.080(4) does not apply to these lands. The
departnment of natural resources nust develop the transitiona
post acqui siti on managenent plan in consultation with the departnent of
fish and wildlife.

(a) The plan nust ensure that the land is managed i n a manner that
is consistent with the Yakima basin integrated plan principles for
forest |and acquisitions, including the follow ng:

(1) To protect and enhance the water supply and protect the
wat er shed;

(1i) To mintain working lands for forestry and grazing while
protecting key watershed functions and aquatic habitat;

(tit) To mintain and where possible expand recreationa

p. 15 2SSB 5367. SL
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opportunities consistent with watershed protection, for activities such
as hi king, fishing, hunting, horseback riding, canping, birding, and
snownobi | i ng;

(iv) To conserve and restore vital habitat for fish, 1including
st eel head, spring chinook, and bull trout, and wldlife, including
deer, elk, large predators, and spotted ow s; and

(v) To support a strong comrunity partnership, in which the Yakama
Nation, residents, business owners, |ocal governnments, conservation
groups, and ot hers provi de advi ce about ongoi ng | and managenent .

(b) The departnent of natural resources, in consultation with the
departnent of fish and wildlife, nmust establish the Teanaway community
forest advisory commttee that includes representatives from the
departnment of ecology, the |ocal communi ty, | and conservation
organi zations, the Yakama Nation, the Kittitas county comm ssion, and
| ocal agricultural interests.

(c) By June 30, 2015, the departnent of natural resources nust
conplete the transitional postacquisition managenent plan with a public
process that involves interested stakeholders, particularly residents
fromKittitas county, friends of the Teanaway, back country horsenen,
of f-road vehicle and snowmbile users, a representative fromKittitas
field and stream hikers and wldlife watchers, and ranchers who graze
cattle.

(3) After the water supply facility permt and funding m | estone or
June 30, 2025, whichever is sooner, the |land nust be di sposed of in the
fol | owm ng manner:

(a) If the water supply facility permt and funding mlestone
conditions have been net, the land remains in the comunity forest
trust and the transitional postacquisition nanagenent plan nust be
converted to a permanent postacquisition managenent plan w th whatever
updates and anendnents are periodically adopted. Under these
conditions, the remaining principal of any investnent in the |and
purchased with funds belonging to the comon school trust nust be
repaid to the real property replacenent account.

(b) If the water supply facility permt and funding mlestone
conditions have not been net, the board of natural resources nust
deci de between the foll owi ng dispositions of the |and:

(1) Deposit of the entire anmpunt of |and purchased into the

2SSB 5367. SL p. 16
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ownership of the common school trust for managenent or disposition for
t he benefit of the common schools; or
(11) Disposition under the ternms of (a) of this subsection.

Sec. 13. RCW84.33.140 and 2012 ¢ 170 s 1 are each anended to read
as follows:

(1) When land has been designated as forest |and under RCW
84.33.130, a notation of the designation nust be made each year upon
the assessnment and tax rolls. A copy of the notice of approval
together with the |egal description or assessor's parcel nunbers for
the land nust, at the expense of the applicant, be filed by the
assessor in the same manner as deeds are recorded.

(2) In preparing the assessnent roll as of January 1, 2002, for
taxes payable in 2003 and each January 1st thereafter, the assessor
must |ist each parcel of designated forest |land at a value with respect
to the grade and class provided in this subsection and adjusted as
provided in subsection (3) of this section. The assessor nust conpute
t he assessed value of the | and using the sane assessnent ratio applied
generally in conputing the assessed value of other property in the
county. Values for the several grades of bare forest land are as
fol | ows:

LAND OPERABILITY VALUES
GRADE CLASS PER ACRE
1 $234
229
217
157
198
190
183
132
154
149
148
113

R A WO N PFP A ODNEFEP MDD

117
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114

113
86
85
78
77
52
43
39
39
37
21
21
20
20
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(3) On or before Decenber 31, 2001, the departnent nust adjust by
rule under chapter 34.05 RCW the forest land values contained in
subsection (2) of this section in accordance with this subsection, and
must certify the adjusted values to the assessor who wll use these
val ues in preparing the assessnent roll as of January 1, 2002. For the
adj ustnent to be made on or before Decenber 31, 2001, for use in the
2002 assessnent year, the departnent nust:

(a) Divide the aggregate value of all tinber harvested within the
state between July 1, 1996, and June 30, 2001, by the aggregate harvest
vol une for the sanme period, as determined fromthe harvester excise tax
returns filed with the departnment under RCW 84. 33. 074; and

(b) Divide the aggregate value of all tinber harvested within the
state between July 1, 1995, and June 30, 2000, by the aggregate harvest
vol une for the sane period, as determined fromthe harvester excise tax
returns filed with the departnment under RCW 84. 33. 074; and

(c) Adjust the forest |land values contained in subsection (2) of
this section by a percentage equal to one-half of the percentage change
in the average values of harvested tinber reflected by conparing the
resul tant val ues cal cul ated under (a) and (b) of this subsection.

(4) For the adjustnents to be made on or before Decenber 31, 2002,
and each succeedi ng year thereafter, the sane procedure described in

2SSB 5367. SL p. 18
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subsection (3) of this section nust be foll owed using harvester excise
tax returns filed under RCW 84.33.074. However, this adjustnent nust
be made to the prior year's adjusted value, and the five-year periods
for calculating average harvested tinber values nust be successively
one year nore recent.

(5) Land graded, assessed, and valued as forest |and nust continue
to be so graded, assessed, and valued until renoval of designation by
t he assessor upon the occurrence of any of the foll ow ng:

(a) Receipt of notice fromthe owner to renove the designation

(b) Sale or transfer to an ownershi p maki ng the | and exenpt fromad
val orem t axati on;

(c) Sale or transfer of all or a portion of the land to a new
owner, unless the new owner has signed a notice of forest |and
desi gnati on conti nuance, except transfer to an owner who is an heir or
devi see of a deceased owner, does not, by itself, result in renpoval of
designation. The signed notice of continuance nust be attached to the
real estate excise tax affidavit provided for in RCW 82.45.150. The

noti ce of continuance nust be on a formprepared by the departnent. |If
the notice of continuance is not signed by the new owner and attached
to the real estate excise tax affidavit, all conpensating taxes

cal cul at ed under subsection (11) of this section are due and payabl e by
the seller or transferor at tine of sale. The auditor may not accept
an instrument of conveyance regardi ng designated forest land for filing
or recording unless the new owner has signed the notice of continuance
or the conpensating tax has been paid, as evidenced by the real estate
excise tax stanp affixed thereto by the treasurer. The seller,
transferor, or new owner nay appeal the new assessed valuation
cal cul at ed under subsection (11) of this section to the county board of
equalization in accordance with the provisions of RCW 84.40.038.
Jurisdiction is hereby conferred on the county board of equalization to
hear these appeal s;

(d) Determ nation by the assessor, after giving the owner witten
noti ce and an opportunity to be heard, that:

(i) The land is no longer primarily devoted to and used for grow ng
and harvesting tinber. However, Jland may not be renoved from
designation if a governnmental agency, organi zation, or other recipient
identified in subsection (13) or (14) of this section as exenpt from
t he paynent of conpensating tax has manifested its intent in witing or

p. 19 2SSB 5367. SL
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by other official action to acquire a property interest in the
designated forest |and by neans of a transaction that qualifies for an
exenption under subsection (13) or (14) of this section. The
gover nnent al agency, organization, or recipient nmust annually provide
the assessor of the county in which the land is |ocated reasonable
evidence in witing of the intent to acquire the designated |and as
long as the intent continues or within sixty days of a request by the
assessor. The assessor may not request this evidence nore than once in
a cal endar year

(i11) The owner has failed to conmply with a final adm nistrative or
judicial order with respect to a violation of the restocking, forest
managenent, fire protection, insect and disease control, and forest
debris provisions of Title 76 RCW or any applicable rules under Title
76 RCW or

(ii1) Restocking has not occurred to the extent or within the tine
specified in the application for designation of such | and.

(6) Land nmay not be renpoved from designation if there is a
governmental restriction that prohibits, in whole or in part, the owner
from harvesting tinber from the owner's designated forest |and. | f
only a portion of the parcel is inpacted by governnental restrictions
of this nature, the restrictions cannot be used as a basis to renove
the remai nder of the forest |and from designation under this chapter.
For the purposes of this section, "governnmental restrictions" includes:
(a) Any law, regulation, rule, ordinance, program or other action
adopted or taken by a federal, state, county, city, or other
governnental entity; or (b) the land's zoning or its presence within an
urban growt h area desi gnated under RCW36. 70A. 110.

(7) The assessor has the option of requiring an owner of forest
land to file a tinber nanagenent plan with the assessor upon the
occurrence of one of the foll ow ng:

(a) An application for designation as forest land is submtted; or

(b) Designated forest land is sold or transferred and a notice of
conti nuance, described in subsection (5)(c) of this section, is signed.

(8 If land is renoved from designation because of any of the
circunstances listed in subsection (5)(a) through (c) of this section,
the renoval applies only to the land affected. If land is renoved from
desi gnati on because of subsection (5)(d) of this section, the renoval
applies only to the actual area of land that is no longer primarily
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devoted to the growi ng and harvesting of tinber, w thout regard to any
other land that may have been included in the application and approved
for designation, as long as the remai ning designated forest | and neets
the definition of forest |and contained in RCW84. 33. 035.

(9) Wthin thirty days after the renoval of designation as forest
| and, the assessor nust notify the owner in witing, setting forth the
reasons for the renoval. The seller, transferor, or owner may appea
the renoval to the county board of equalization in accordance with the
provi si ons of RCW84. 40. 038.

(10) Unless the renoval is reversed on appeal a copy of the notice
of renoval with a notation of the action, if any, upon appeal, together
with the | egal description or assessor's parcel nunbers for the | and
renmoved from designation nust, at the expense of the applicant, be
filed by the assessor in the sane manner as deeds are recorded and a
notation of renoval from designation nust inmedi ately be nade upon the
assessnent and tax rolls. The assessor nust revalue the land to be
renmoved with reference to its true and fair value as of January 1st of
the year of renoval from designation. Both the assessed val ue before
and after the renoval of designation nust be listed. Taxes based on
the value of the land as forest |and are assessed and payable up until
the date of renmpval and taxes based on the true and fair value of the
land are assessed and payable from the date of renoval from
desi gnation

(11) Except as provided in subsection (5)(c), (13), or (14) of this
section, a conpensating tax is inposed on |and renoved from desi gnhati on
as forest |I|and. The conpensating tax is due and payable to the
treasurer thirty days after the owner is notified of the anount of this
tax. As soon as possible after the land is renoved from designation,
the assessor nust conpute the anmount of conpensating tax and mail a
notice to the owner of the anobunt of conpensating tax owed and t he date
on which paynent of this tax is due. The anount of conpensating tax is
equal to the difference between the anobunt of tax last levied on the
| and as designated forest | and and an anobunt equal to the new assessed
value of the land nmultiplied by the dollar rate of the last |evy
extended against the land, nultiplied by a nunber, in no event greater
than nine, equal to the nunber of years for which the land was
designated as forest land, plus conpensating taxes on the l|and at
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forest |land values up until the date of renoval and the prorated taxes
on the land at true and fair value fromthe date of renoval to the end
of the current tax year.

(12) Conpensating tax, together with applicable interest thereon,
becones a lien on the land, which attaches at the tine the land is
renoved from designation as forest |land and has priority and nmust be
fully paid and satisfied before any recogni zance, nortgage, judgnent,
debt, obligation, or responsibility to or with which the |and my
becone charged or liable. The lien may be forecl osed upon expiration
of the sanme period after delingquency and in the sane manner provi ded by
|law for foreclosure of liens for delinquent real property taxes as
provided in RCW84. 64. 050. Any conpensating tax unpaid on its due date
wi || thereupon becone delinquent. From the date of delinquency unti
paid, interest is charged at the sane rate applied by | aw to del i nquent
ad val oremproperty taxes.

(13) The conpensating tax specified in subsection (11) of this
section may not be inposed if the renoval of designation under
subsection (5) of this sectionresulted solely from

(a) Transfer to a government entity in exchange for other forest
| and | ocated within the state of Washi ngton;

(b) A taking through the exercise of the power of em nent donain,
or sale or transfer to an entity having the power of em nent domain in
anticipation of the exercise of such power;

(c) A donation of fee title, developnent rights, or the right to
harvest tinber, to a governnent agency or organi zation qualified under
RCW 84.34.210 and 64.04.130 for the purposes enunerated in those
sections, or the sale or transfer of feetitle to a governnental entity
or a nonprofit nature conservancy corporation, as defined in RCW
64.04. 130, exclusively for the protection and conservation of |ands
recommended for state natural area preserve purposes by the natura
heritage council and natural heritage plan as defined in chapter 79.70
RCW or approved for state natural resources conservati on area purposes
as defined in chapter 79.71 RCW_or for acquisition and managenent as
a comunity forest trust as defined in chapter 79.155 RCW At such
time as the land is not wused for the purposes enunerated, the
conpensating tax specified in subsection (11) of this section is
i nposed upon the current owner;
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(d) The sale or transfer of fee title to the parks and recreation
comm ssion for park and recreation purposes;

(e) Oficial action by an agency of the state of WAshington or by
the county or city within which the land is |ocated that disallows the
present use of the |and;

(f) The creation, sale, or transfer of forestry riparian easenents
under RCW76. 13. 120;

(g) The creation, sale, or transfer of a conservation easenent of
private forest lands wthin unconfined channel mgration zones or
containing critical habitat for threatened or endangered speci es under
RCW 76. 09. 040;

(h) The sale or transfer of land within two years after the death
of the owner of at least a fifty percent interest in the land if the
| and has been assessed and val ued as classified forest |and, designated
as forest |land under this chapter, or classified under chapter 84.34
RCW conti nuously since 1993. The date of death shown on a death
certificate is the date used for the purposes of this subsection
(13)(h); or

(1)(i) The discovery that the land was designated under this
chapter in error through no fault of the owner. For purposes of this
subsection (13)(i), "fault"™ nmans a knowngly false or msleading
statenent, or other act or om ssion not in good faith, that contributed
to the approval of designation under this chapter or the failure of the
assessor to renove the | and fromdesi gnati on under this chapter

(11) For purposes of this subsection (13), the discovery that |and
was designated under this chapter in error through no fault of the
owner is not the sole reason for renoval of designation under
subsection (5) of this section if an independent basis for renoval
exists. An exanple of an independent basis for renoval includes the
| and no | onger being devoted to and used for growi ng and harvesting
ti nmber.

(14) In a county with a population of nore than six hundred
t housand i nhabitants or in a county with a popul ation of at |east two
hundred forty-five thousand inhabitants that borders Puget Sound as
defined in RCW90. 71. 010, the conpensating tax specified in subsection
(11) of this section may not be inposed if the renoval of designation
as forest |and under subsection (5) of this section resulted solely
from

p. 23 2SSB 5367. SL



©O© 00 N O Ol WDN P

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

(a) An action described in subsection (13) of this section; or

(b) Atransfer of a property interest to a governnent entity, or to
a nonprofit historic preservation corporation or nonprofit nature
conservancy corporation, as defined in RCW 64.04.130, to protect or
enhance public resources, or to preserve, maintain, inprove, restore,
limt the future use of, or otherwise to conserve for public use or
enjoynment, the property interest being transferred. At such tine as
the property interest is not used for the purposes enunerated, the
conpensating tax is i nposed upon the current owner.

NEW SECTION. Sec. 14. A new section is added to chapter 79.155
RCWto read as foll ows:

The state treasurer, on behalf of the departnent, nust distribute
to counties for all lands acquired from private |andowners for the
pur poses of this chapter an anmount in |lieu of real property taxes equal
to the anpbunt of tax that would be due if the | and were taxabl e as open
space | and under chapter 84.34 RCW except taxes levied for any state
pur pose, plus an additional anmount equal to the anmount of weed control
assessnent that would be due if such | ands were privately owned. The
county assessor and county legislative authority shall assist in
determ ning the appropriate cal cul ati on of the amount of tax that would
be due. The county shall distribute the anmount received under this
section in lieu of real property taxes to all property taxing districts
except the state in appropriate tax code areas the sane way it would
distribute local property taxes from private property. The county
shall distribute the anount received under this section for weed
control to the appropriate weed district.

Sec. 15. RCW43.84.092 and 2013 ¢ 251 s 3 and 2013 c 96 s 3 are
each reenacted and anmended to read as foll ows:

(1) Al earnings of investnents of surplus balances in the state
treasury shall be deposited to the treasury income account, which
account is hereby established in the state treasury.

(2) The treasury incone account shall be utilized to pay or receive
funds associated wth federal progranms as required by the federal cash
managenent i nprovenent act of 1990. The treasury incone account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
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© 00 N O Ol WDN P

W W W W W W W W WNDNDNDNDDDNDNDNDNDNMDNMNDNNNMNMNdNMNPEPEPPRPPRPPRPERPPRPRPRPRERPRERPR
0O N Ol W NPEFP O OOWwNOD O P WNPEPOOOOOWNO O wdNNEe. o

the cash nmanagenent inprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall under RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anobunts due to or
fromthe federal governnent pursuant to the cash nanagenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deened necessary to i npl enent the provisions of the
cash nmanagenent inprovenent act, and this subsection. Ref unds or
all ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43.84. 160, the treasury incone
account may be utilized for the paynent of purchased banking services
on behalf of treasury funds including, but not limted to, depository,
saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury incone account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynents to financial institutions. Payments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shall
credit the general fund with all the earnings credited to the treasury
i ncone account except:

(a) The followng accounts and funds shall receive their
proportionate share of earnings based upon each account's and fund's
average daily balance for the period: The aeronautics account, the
aircraft search and rescue account, the Al askan Way vi aduct repl acenent
proj ect account, the budget stabilization account, the capital vessel
repl acenent account, the capitol building construction account, the
Cedar River channel construction and operation account, the Centra
Washi ngton University capital projects account, the charitable,
educational, penal and reformatory institutions account, the cleanup
settl enent account, the Colunbia river basin water supply devel opnent
account, the Colunbia river basin taxabl e bond water supply devel opnent
account, the Colunbia river basin water supply revenue recovery
account, the comon school construction fund, the county arterial
preservation account, the county crimnal justice assistance account,
the deferred conpensation admnistrative account, the deferred
conpensation principal account, the departnent of |icensing services
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account, the departnment of retirenment systens expense account, the
devel opnental disabilities community trust account, the drinking water
assi stance account, the drinking water assistance admnistrative
account, the drinking water assistance repaynent account, the Eastern
Washi ngton University capital projects account, the Interstate 405
express toll | anes operations account, the education construction fund,
the education | egacy trust account, the election account, the energy
freedom account, the energy recovery act account, the essential rai

assi stance account, The Evergreen State College capital projects
account, the federal forest revolving account, the ferry bond
retirement fund, the freight nobility investnent account, the freight
mobi ity rmulti nodal account, the grade crossing protective fund, the
public health services account, the high capacity transportation
account, the state higher education construction account, the higher
education construction account, the highway bond retirenment fund, the
hi ghway infrastructure account, the highway safety fund, the high
occupancy toll lanes operations account, the hospital safety net
assessnent fund, the industrial insurance prem um refund account, the
judges' retirenent account, the judicial retirement admnistrative
account, the judicial retirement principal account, the |ocal |easehold
exci se tax account, the local real estate excise tax account, the | ocal
sales and use tax account, the marine resources stewardship trust
account, the nedical aid account, the nobile hone park rel ocation fund,
the notor vehicle fund, the notorcycle safety education account, the
mul ti nodal transportation account, the municipal crimnal justice
assi stance account, the natural resources deposit account, the oyster
reserve |and account, the pension funding stabilization account, the
per petual surveillance and mai ntenance account, the public enpl oyees’

retirement system plan 1 account, the public enployees' retirenent
system conbined plan 2 and plan 3 account, the public facilities
construction | oan revol ving account beginning July 1, 2004, the public
heal t h suppl enental account, the public works assistance account, the
Puget Sound capital construction account, the Puget Sound ferry
operations account, the real estate appraiser comm ssion account, the
recreational vehicle account, the regional nobility grant program
account, the resource nanagenent cost account, the rural arterial trust
account, the rural nobility grant programaccount, the rural WAshi ngton
loan fund, the site closure account, the skilled nursing facility

2SSB 5367. SL p. 26



© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWwWMNDNDNDNDDNMNDNDMDDNMNDMNMDNMNMNMNMDNEPRPPRPEPRPRPRPPRPERPRRERPPRPRE
0O N O Ol A W NPEFP O OOWuNO O P WNPEPEOOOWOOWwWNO O~ owDNDEe. o

safety net trust fund, the small city pavenent and sidewal k account,

t he speci al category C account, the special wildlife account, the state
enpl oyees' insurance account, the state enployees' insurance reserve
account, the state investnent board expense account, the state
i nvestnment board comm ngled trust fund accounts, the state patrol

hi ghway account, the state route nunmber 520 civil penalties account,

the state route nunber 520 corridor account, the state wldlife
account, the supplenental pension account, the Tacoma Narrows toll

bri dge account, the teachers' retirenent system plan 1 account, the
teachers' retirenent system conbined plan 2 and plan 3 account, the
t obacco prevention and control account, the tobacco settl enent account,

the toll facility bond retirenment account, the transportation 2003
account (nickel account), the transportation equipnent fund, the
transportation fund, the transportation inprovenent account, the
transportation inprovenent board bond retirenent account, t he
transportation infrastructure account, the transportation partnership
account, the traumatic brain injury account, the tuition recovery trust
fund, the University of Washington bond retirenent fund, the University
of Washi ngton buil di ng account, the volunteer firefighters' and reserve
of ficers' relief and pension principal fund, the volunteer
firefighters' and reserve officers’' admnistrative fund, the Washi ngton
judicial retirenent system account, the Wshington |aw enforcenent
officers' and firefighters' system plan 1 retirenent account, the
Washi ngton | aw enforcenent officers' and firefighters' systemplan 2
retirement account, the Wshington public safety enployees' plan 2
retirenment account, the Washi ngton school enpl oyees' retirenent system
conbined plan 2 and 3 account, the Wshington state economc
devel opnment conm ssi on account, the WAshington state health i nsurance
pool account, the Wshington state patrol retirenent account, the
Washi ngton State University building account, the Wshington State
University bond retirenment fund, the water pollution control revolving
adm ni stration account, the water pollution control revolving fund

((and)) the Western Washington University capital projects account, the
Yakima integrated plan inplenentation account, the Yakinma integrated
plan inplenentation revenue recovery account, and the Yakim integrated
plan_ inplenentation_ taxable bond account. Earnings derived from
investing balances of the agricultural permanent fund, the nornmal

school permanent fund, the permanent common school fund, the scientific
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permanent fund, the state university permanent fund, and the state
recl amati on revol ving account shall be allocated to their respective
beneficiary accounts.

(b) Any state agency that has independent authority over accounts
or funds not statutorily required to be heldin the state treasury that
deposits funds into a fund or account in the state treasury pursuant to
an agreenent with the office of the state treasurer shall receive its
proportionate share of earnings based upon each account's or fund's
aver age daily bal ance for the period.

(5 In conformance with Article Il, section 37 of the state
Constitution, no treasury accounts or funds shall be allocated earnings
W thout the specific affirmative directive of this section.

Sec. 16. RCW43.84.092 and 2013 ¢ 251 s 4 and 2013 c 96 s 4 are
each reenacted and anended to read as foll ows:

(1) Al earnings of investnents of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury incone account shall be utilized to pay or receive
funds associated with federal prograns as required by the federal cash
managenent i nprovenent act of 1990. The treasury incone account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash nmanagenent inprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall under RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anobunts due to or
fromthe federal governnent pursuant to the cash nmanagenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deened necessary to i npl enent the provisions of the
cash nmanagenent inprovenent act, and this subsection. Ref unds or
al l ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43.84. 160, the treasury incone
account may be utilized for the paynent of purchased banking services
on behal f of treasury funds including, but not limted to, depository,
saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury incone account is subject in al
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respects to chapter 43.88 RCW but no appropriation is required for
paynments to financial institutions. Paynments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shall
credit the general fund with all the earnings credited to the treasury
i nconme account except:

(a) The followng accounts and funds shall receive their
proportionate share of earnings based upon each account's and fund's
average daily balance for the period: The aeronautics account, the
aircraft search and rescue account, the Al askan Way vi aduct repl acenent
proj ect account, the budget stabilization account, the capital vessel
repl acenent account, the capitol building construction account, the
Cedar River channel construction and operation account, the Centra
Washi ngton University capital projects account, the charitable,
educational, penal and reformatory institutions account, the cleanup
settl enent account, the Colunbia river basin water supply devel opnent
account, the Colunbia river basin taxabl e bond water supply devel opnent
account, the Colunbia river basin water supply revenue recovery
account, the Colunbia river crossing project account, the common school
construction fund, the county arterial preservation account, the county

crimnal justice assistance account, the deferred conpensation
adm ni strative account, the deferred conpensation principal account,
the departnent of |I|icensing services account, the departnent of

retirement systens expense account, the developnental disabilities
community trust account, the drinking water assistance account, the
drinking water assistance adm nistrative account, the drinking water
assi stance repaynent account, the Eastern Washi ngton University capital
projects account, the Interstate 405 express toll [|anes operations
account, the education construction fund, the education |egacy trust
account, the election account, the energy freedom account, the energy
recovery act account, the essential rail assistance account, The
Evergreen State College capital projects account, the federal forest
revol ving account, the ferry bond retirenent fund, the freight nobility
i nvestment account, the freight nobility nmultinodal account, the grade
crossing protective fund, the public health services account, the high
capacity transportation account, the state higher educati on
construction account, the higher education construction account, the
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hi ghway bond retirenent fund, the highway infrastructure account, the
hi ghway safety fund, the high occupancy toll |anes operations account,
the hospital safety net assessnent fund, the industrial insurance
prem um refund account, the judges' retirenment account, the judicial
retirement admnistrative account, the judicial retirement principa
account, the |ocal |easehold excise tax account, the [ocal real estate
exci se tax account, the local sales and use tax account, the marine
resources stewardship trust account, the nedical aid account, the
mobile honme park relocation fund, the notor vehicle fund, the
nmotorcycle safety education account, the nultinodal transportation
account, the nunicipal crimnal justice assistance account, the natural
resources deposit account, the oyster reserve | and account, the pension
funding stabilization account, the perpetual surveillance and
mai nt enance account, the public enployees' retirenent system plan 1
account, the public enployees' retirenment system conbined plan 2 and
plan 3 account, the public facilities construction |oan revolving
account beginning July 1, 2004, the public health suppl enental account,
the public works assistance account, the Puget Sound capital
construction account, the Puget Sound ferry operations account, the
real estate appraiser comm ssion account, the recreational vehicle
account, the regional nobility grant program account, the resource
managenent cost account, the rural arterial trust account, the rural
mobility grant program account, the rural Wshington |oan fund, the
site closure account, the skilled nursing facility safety net trust
fund, the small city pavenent and sidewalk account, the special
category C account, the special wildlife account, the state enpl oyees
I nsurance account, the state enpl oyees' insurance reserve account, the
state investnment board expense account, the state investnent board
comm ngl ed trust fund accounts, the state patrol highway account, the
state route nunber 520 civil penalties account, the state route nunber
520 corridor account, the state wldlife account, the supplenental
pensi on account, the Tacoma Narrows toll bridge account, the teachers
retirement system plan 1 account, the teachers' retirenment system
conbi ned plan 2 and plan 3 account, the tobacco prevention and control
account, the tobacco settlement account, the toll facility bond
retirenment account, the transportation 2003 account (nickel account),
the transportation equipnent fund, the transportation fund, the
transportation inprovenent account, the transportation inprovenent
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board bond retirenment account, the transportation infrastructure
account, the transportation partnership account, the traumatic brain
injury account, the tuition recovery trust fund, the University of
Washi ngton bond retirenment fund, the University of Washi ngton buil di ng
account, the volunteer firefighters' and reserve officers' relief and
pension principal fund, the volunteer firefighters' and reserve
officers' admnistrative fund, the Wshington judicial retirenent
system account, the Washington |aw enforcenent officers’ and
firefighters' system plan 1 retirenent account, the Wshington |aw
enforcement officers' and firefighters' system plan 2 retirenent
account, the Washington public safety enployees' plan 2 retirenent
account, the Washi ngton school enployees' retirenment system conbi ned
plan 2 and 3 account, the Wshington state econom c devel opnent
conmmi ssi on account, the Washi ngton state health i nsurance pool account,
t he Washington state patrol retirenent account, the Washington State
University building account, the Washington State University bond
retirement fund, the water pollution control revolving adm nistration
account, the water pollution control revolving fund, ((anrd)) the
Western Washington University capital projects account, the_ Yakim
integrated_plan_inplenentation_ account, the_ Yakinma_integrated_plan
i npl ementation revenue recovery account, and the Yakinma integrated plan
i npl enentation taxable bond_account. Earnings derived from investing
bal ances of the agricultural permanent fund, the normal school
permanent fund, the permanent comon school fund, the scientific
permanent fund, the state university permanent fund, and the state
recl amati on revol ving account shall be allocated to their respective
beneficiary accounts.

(b) Any state agency that has independent authority over accounts
or funds not statutorily required to be heldin the state treasury that
deposits funds into a fund or account in the state treasury pursuant to
an agreenent with the office of the state treasurer shall receive its
proportionate share of earnings based upon each account's or fund's
aver age daily bal ance for the period.

(5 In conformance with Article Il, section 37 of the state
Constitution, no treasury accounts or funds shall be allocated earnings
W thout the specific affirmative directive of this section.
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NEW SECTION. Sec. 17. Section 15 of this act expires if the
requi renents set out in section 7, chapter 36, Laws of 2012 are net.

NEW SECTION. Sec. 18. Section 16 of this act takes effect if the
requi renents set out in section 7, chapter 36, Laws of 2012 are net.

Passed by the Senate June 28, 2013.

Passed by the House June 29, 2013.

Approved by the Governor June 30, 2013.

Filed in Ofice of Secretary of State July 1, 2013.
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