Mount Vernon Chamber of Commer ce
Proposed 2007 Legidative Agenda

Chamber Bill:

The Washington State Attorney General @ Office has on two separate occasionsissued an opinion stating
tha Hotel/Motel Taxes collected by Cities and or Countes can nat be distributed to alocal Chamber of
Commerce for the promotion of tourism if any pottion of said monies would be used to pay for such
thingsas rent and or wages, even when staff and space my bededicated for such purpos. There are
however several entitiesthat are allowed (named in thelegidation governing the use of Hotel/Motel
monies) to collect these moniesfrom cities or courties for the purpose of tourism promotion tha are aso
allowed to alocate a partion of said monies as rental compensation and staffing expenses.

TheMountVernonChamber has been asked by the State Chamber Assodation to take thelead in
working with the L egidature this year to have GChambers of Commerce®@0added to thelist of entities
tha are alowed to berecipients of Hotel/Motel Tax fundsand use these fundsfor overhead expenses.
This Legidation would notrequire any City or County to distribute fundsto any Chamber of Commerce;
it would only alow Cities and Couniesto contract with local Chambers to promote tourism if those were
thewishes of the City or County furthermore it would allow a portion of themonies to beused by the
Chambersfor Staffing and Rental expenses.

Currently there are 3 different bills being drafted and should be QiroppelGand broughtbefore the
appropriate L egidative Committees for the2007Legidative session.

Health Care;

Health care cogs continueto rise at paces far in excess of inflation, causng many employersto either
reduce the benefits they provideto their employees, drop existing coverage, or refrain from purchasing
new coverage Thehigh cods of health care coverage have a direct impact onthe number of uninsured in
the state, and an expengve health care market makes Washington unédtractive to new and existing
bugnesses who want to providegoodbenditsfor thar employees. Exorbitant health care cogs also erode
theability of the state to provideother vital services withoutraising taxes

TheMountVernonChamber suppots bipartisan legidation tha would:
Encouragesthe availability of low cogt, flexible health plans

¥  Oppose new, and support the reduction of, regulatory and legidative requirements that unnecessarily
add cogsto the system.

¥ Promote free market delivery and payment for health care services and oppose government programs
that unfairly compete with private sector businesses.

¥  Support measuresthat alow employers access to hedlth plansthat are relevant to the needs of their
workforce within price ranges they can afford.

¥  Support effortsto create tax incentives to offset the high costs of health care coverage for purchasers.



Suppliesinformation to consumerscurrently isolated from cost

¥ Support innovations that promote consumer education and awareness as to the cost of their health care,
aswell as persond respongbility for healthy consumer lifestyles and employer-based wellness
programs.

¥  Support measures that encourage individua sto seek non-emergency treatment at more cost-efficient
primary care centers, urgent care centers, and community health centersrather than emergency
departments.

Improves productivity/efficiency of the current health care system

¥ Support measures that focus hedlth care spending on the most cost-effective, effective care available.

¥ Support efforts to reduce costs associated with health care liability, and discourage unnecessary and
expensive defensive medicine.

¥ Support efforts that encourage the efficient use of medical technology without inappropriately hindering
accessto quality care.

¥ Do no harm to market-based health coverage plansthat have ahistory of successin Washington State,
including the protection of association plans and individua market successes.

¥ Oppose effortsto mandate the purchasing of hedlth care by employers or the establishment of asingle-
payer hedth care system.

Reduces State Costs and Discour ages Gover nment Cost Shifting

¥  Encourage governments to alocate appropriate funding to reduce uncompensated care, pay adequate
rembursement levels, and dleviate cogt shifting to the private sector.
¥ Encourage exploration of al cost saving opportunitiesin the genera fund budget.

Land Use/lGMA:

The gods and requirements of the Growth Management Act (GMA) form thebasis of local land use
planning and regulation in Washington State. After 15years of experience unde the GMA, however,
many critical questionsremain as open now as they did uponthelaw@ landmerk enactment. Such
guestionsinvolve:

¥ Interaction of GMA requirements and gods with local permitting decisionsand theefficiency and
predictability of thelocal permitting process;

¥ Landuseregulationstha protect important habitat and ecological fundions(Qritical areasQ while
protecting propety rights and adequéae developable land to meet housng and economnic growth;

¥ Theneed for, and timein which to perform, periodc updaes of comprehensve plansand
development regulationsby local govenments,

¥ Concernsove thetimeliness and process of appeals of local govanmentsOplanning, regulating,
and permitting decisions

To addressrising concernsover the GMA, Govenor Gregoire proposd a 6-part legidative agendafor the
2006legidative session. Althoughlegidation passed alowing accessory uses on agricultural land (SHB
2917)and permitting smaller, ower-growing counties and cities additiond time to complete GMA
upddes (ESSB 6427, many issues remain unresolved, paticularly government regulation of pre-existing
useson private land.



Specificaly, problems continueto exist with the application of Best Available Science in protecting
critical areas, which have been highlighted with recent decisionsof the Growth Management Hearings
Boads

TheMountVernon Chambe Suppats:

¥ Streamlining the permit review process through means such as integrating processes at both the local
government and state agency levels to provide coordination between the various agencies to provide
speed, certainty, and predictability in project review and approval.

¥ Reguireloca governmentsto allow sufficient land within urban growth areas to accommodate a variety
of needs and choices, including single family and multifamily housing, as well as sufficient buildable
land for commercia and industria use, while meeting density requirements.

¥ Egablish asystem of performance measures to gauge how jurisdictions are achieving housing and
economic development goals and require accountability for the timely processing of permits.

¥ Protect againgt net loss of economically productive land by expanding urban growth boundaries through
the addition of new land to replace land that has been restricted by the state GMA.

¥ Reduce permitting or planning requirementsthat limit economic devel opment and employment
opportunities.

¥ Ensurethat Best Available Science does not override or undermine the other god's of the GMA.

Regulatory Reform:

Since themid-19903, there has been significant changes to the rulemaking process in Washington state.
Unfortunaely, these changes have not been enoudh to reduce theregulatory burden facing employers.

In 1995landmerk regulatory reform legidation, HB 1010, was passed to:

Require state agendes to base new rules on specific criteria and specific legisative authority. Require
state agendes to judify the need for new rules which exceed federal standards Encouragestate
ingoectors to stress eduation before enforcement. To allow small busnessto recover limited
attorney fees for successfully challenging a state rule andto require state agendes to coordinate new
ruleswith existing local, state andfederal laws.

Despite these reforms, Washington State continues to be a heavily regulated state, puttingusat a
competitive disadvantage. In the 2001 report from Governor Locke® Compeitiveness Coundl, regulatory
reform was highlighted as why our state is non-compditive. Recommendaionsto inarease legidative
authority, appoint a secretary of regulatory reform, establish timely permit decision making, create a pilot
program for permit streamlining, require DOE to formally promulgate its 401 certification rules, expand
the Master busness license program to cities, ensure the state@ energy policy maintains Washington®
competitive advantage in supplying low-cog reliable electricity to theregion, and changing thevenuein
which agency rule chdlenges are brouglt are some of therecommendaionsthe Counal made

Thelegidature passed several of these recommendationsin the 2003session tha were vetoed by
Governor Locke. Other bills tha were signed into law, such as the requirement for notice of new rules,
did notfully implement the Competitiveness Counal recommendaionssince it only applied to alimited
number of agendes.

The benefits of HB 1010 have not been fully redlized by the business community. In addition many
Adminigtrative Procedures Act (APA) questions were raised in the WE CARE v. Department of Labor and
Industries case before the state Supreme Court however these questions were not answered as aresult of 1-841



passing the ballot and the case being declared GnootO Ongoing efforts for meaningful regulatory reform
through legidative and administrative changes are still needed.

TheMountVernonChamber Suppots:
Legidation to improve the regulatory climate in Washington, including:
A. Requiring agenciesto have legidative authority and to cite specific text of law when creating new rules.
B. Clarifying thelevel of burden of proof that an agency hasin demonstrating the need for rulemaking.

Office of Regulatory Assistance (ORA): Support the reauthorization and reasonable funding of the ORA to
target agency-specific reforms to reduce the regul atory burden facing employers, including:

A. Using technica assstance as the preferred solution to compliance issues rather than enforcement.

B. Consolidating permit processing, creating clear deadlines and streamlining land use and environmental

appedls.

C. Implementing methodsfor increased electronic transactionssuch as licenang, compliance
obligations list serves, and web pages for public forums.

D. Continuingthe use of sunset provisionsfor ongoing accountbility to determinethe effectiveness
of the Office.

Governor@ Signature of Significant Rules:

Support legidation to require the sgnature of the Governor on significant rules as defined in RCW
34.05.328 before they become effective.

Equa Accessto Justice:

Expand the existing equal accessto justice laws for small businesses who successfully challenge a state
agency action in Superior Court to al countiesin Washington State and for other gppedals to state agency
actionsor rules,

Contested case proceedings:

Amend the Washington Administrative Procedures Act (APA) to enhance objectivity and
indgpendence in contested case decision making.

State Death Tax:

In early 2005 our state Supreme Court tossed out the state estate tax in Hemphill et all v. Department of
Revenueand Congressisin the process of phasing outthefedera version aswell by 2010.Despite that,
thegovenor and legidators have created a new stand-alonedesath tax in the 2005l egidative session.

No matter howyoulookaat it, to tax deathiswrong A death in thefamily is traumatic enoudh and causes
disruptionsdown onthefarm, at thefactory, or in thefamily store because often thefounde and leader is
gone Whole communities can bedevastated when small busness sell to larger busness or when small



busness close shopto avoid the death tax. Family members often have to come to gripswith who will
carry ontheopeation, butit is very difficult with thetax collector standingin theshadows with a
cripplingtax bill. By thetime the owne of afamily busness dies, heor she has already pad federdl,
state and local taxes onthdr income several timesBB& O taxes, excise taxes, license fees, soda security
taxes, federal income taxes, saes taxes, and state and local propaty taxes, etc. Mog of wha® left goesto
pay wages and ben€fits to employees, who, in turn, pay some of thetaxes all over agan. When small
busnesses prepare for thedesth tax often theresult is unde-investing in thecompany, hurting future
econonic growth and the ability to create jobsand theresulting taxes tha are pad.

The stand-alonestate death tax raises about$127million for the20072009state budgé. Even thowgh the
legidation, ESB 6096from the 2005session, purports to exempt family-owned farms and would not
indudeestates of less than $2 million, some experts looking at thelaw say it may not It still forces
children to literally Gl thefarmOor go deeply in debt to pay the state when mom or dad dies. Often the
family assets are tied up in machinery, equipment, buildings inventory and propaty. In today@world, it
doesn®take too much to hit the $2 million threshdd when many averagefamily homesin Seattle gofor
more than $500000 or a combineon the Palouse goes for a couple hunded thousnd. More often than
not, it isn®as though afamily member can goto the bank and withdraw alarge sum or sell stock or bonds
to pay thetax. Ingead they areforced to sell equipment, propety, or worse Bclose shop!

Thedesth tax needsa pemanent burial. Whileit is tempting to use death taxes to bdance thebudge, our
state would get much more tax revenuein thelongrunif it hdped preserve the small busnesses that
produe the jobsand wages tha suppot the entire econory.

Family businesses are the backbone of America, and we shouldn®tax them to desth Dand beyond.
TheMountVernonChamber Suppots:

The eliminaion of the degth tax.
State Tax Appeals Reform:

Washington state busnesses have become increasingly concerned and frudrated with the existing avenues
available for appedls of tax decisionsmade by the Department of Revenue (Department). Taxpayersthat
desire to contest the Department® determination of arefundclaim or tax liability face obdacles tha
undeminethe pubiic@ perception of thefairness of tax decisions

First, ataxpayer mug present its chalengeto an administrative law judgeemployed by the same taxing
authority tha issued the assessment or denied therefundin thefirst indance. Regardless of the
administrative law judge3 fairness, the judge3 status as an employee and agent of thetax collector
creates an unavoidable perception of bias.

Second, as a precondition to chalenging the state@® determination of atax liability before an indegpendent
decision-maker, ataxpayer mug pay 100% of an asserted liability for tax, interest and pendty or pod a
bond,which can bean expensve and onaousrequirement. Theimpostion of these subdantial cods
uponthetaxpayer@ right to contest state determinaionsbefore an independent decision-maker places a
significant burden ontaxpayers and can discourage legitimate chdlenges to state tax determinations
Furthermore, it has a chilling effect uponataxpayer@ rightto judicia review, especially uponsmall and
mid-sized busnesses tha often find it impossible to produce the subgantial fundsnecessary to pay the tax
to get to court.



The Mount Vernon Chamber of Commerce believes that taxpayers deserve to have tax disputes heard by an
independent and qudified body in afair and inexpendve process, without being required to pre-pay thetax or
post abond. MOUNT VERNON CHAMBER proposes that the Modd State Adminigtrative Tax Court Act be
reviewed and considered as a possible framework for state tax dispute resolution change.

The Mount Vernon Chamber believes:

¥ Taxpayers should have theright to ahearing of the Department@ tax decisions before an independent
tax tribunal.

¥ Taxpayers should not be required to pre-pay an assessment or post abond as a precondition to ahearing
by the tax tribundl.

¥ Taxpayers should not be required to exhaust their Department remedies as a precondition to a hearing
of the Department@tax decisions by the tax tribundl.

¥ One member of the tax tribuna should be amember of the Bar and all members of thetax tribunal
should be members of the Bar or of similar associations that certify the competency and skill of their
members (such as the Washington Society of CPAs or the Ingtitute of Professonalsin Taxation) and
should have ahigh level of knowledge and experience in Washington tax law.

¥ Hearings before the tax tribunal should beinformal and efficient. Taxpayerswith smaller dollar matters

should be entitled to review under astreamlined small claims procedure.

Taxpayers should be entitled to choose their representative in any hearing before the tax tribundl.

Decisons of the tax tribunal should be published and should be followed by the Department.

The Department@ practice of non-acquiescing to tax tribunal decisions should be prohibited.

Tax tribunal s should balance casel oad scheduling with fairness, due process and equity to the taxpayer.

Amend the Administrative Procedures Act (APA) to enhance objectivity and independence in contested

case decision making.
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Unemployment I nsurance Competitiveness.

The Legidature made significant improvements to Washington® unemployment insurance system in
2003,but Ul cogs for Washington®family wage employers remain well abovethe naiond average,
jeopadizing overal busness competitiveness. Thaeisadirect relationship between reasonable
unemployment insurance system cods and a strong state econony. High unemployment cods contribute
to highe unanmployment rates because rising system cogs consime scarce resources for jobsand
equipment as well as create uncertainties tha discourage the hiring of new employees. It is critical tha the
Legidature continueto work toward decreasing high unemployment insurance cogs while maintaining

the stability of Washington® unemployment system.

Background

Washington® unemployment insurance system has undegonea nunmbe of major transormations since
2002btheresult of four significant legidative changes and onereferendum In 2003 2ESB 6097 made
condderable inroads toward a more fair and equitable Ul system for Washington® employers, both in
terms of ther relationahip to each othe within the system as well as with busnesses in competing states.
But these changes aso set the stage for further clashes between the employer community and organized
labor over wha is the appropnate level of bendits. With 2006 came the potentia for longlasting
Qompromise,Obut only time will tell if ESSB 68 is the prope baance between benefits and taxes.



The MountVernonChamber suppotsthefollowing godsin thearea of unamployment insurance:

Strengthen theintegrity and solvency of the Ul system by enauring that bendfits are only available to
workers who:

A. Areunamployed throughno fault of their own,
B. Areunamployed for reasonstha are directly related to the employer-employee relationship,
C. Remain able and available for work, and
D. Engagein stringent active work search requirements.
Achieve cog savingsthrough:

A. Redudion of employer codsfor separationstha are not attributable to the employment
relationdhip,

B. Creation of amore equitable indexing determination for adjugting the maximum benefit and
taxable wage base.

C. Encouragethe pursuit of adequéte federal appropriationsfor Washington State@ Ul system
administration.

D. Oppo% direct or indirect fundtrangers of unemployment insurance monies, and income derived
there from, to fundstate programs urnrelated to unemployment insurance benefit payments and
administration.

E. Strengthen theintegrity of the Ul system by ensuring tha all entities Demployers and employees
alike recelve equitable trestment unde thelaw.

F. Strengthen theintegrity of the Ul system by insuring that eliminaion of theillegd practice of State
Unemployment Tax Avoidance ("SUTA dunping") isvigoroudy pursued.

Water Resour ces:

Adequae and reliable water resources are an essential component of a vibrant econony and an adequate
housng supply. Our water resources system indudes individud water right holders usng water for
commerce, and public water systems tha supply water for domestic, indugrial and commercial uses.
Throughits water resource policies, the state has an oppotunity to design collaborative local programs
that respect private rights, preserve economnic growth and protect the environment. An example of one
such collaborative approach is the effort to replace desp well irrigation from the declining Odessa Aquifer
with surface water from the Columbia Basin Reclamation Project.

Washington@water policies are based primarily on the prior appropriation dodrine and a significant body
of case law. Unde our prior appropriation system, awater rightis established and maintained when a
paticular quantity of water is putto beneficial use. This so-called Quseit or lose itOprindple is now
complicating the ability of individud water right holders to conserve water for avariety of uses while
maintaining an ownership right to the conserved quantity.



Current approaches to public water systemsQwater rights are threatening economic growth in Washington. A
substantial portion of our state® economic growth and devel opment occursin areas supplied by public water
systems. In order to achieve hedlthy economic growth and adequate housing supply, public water systems must
have certainty about their water rightsin order to obtain the financing required to build and maintain
infrastructure, and the flexibility to use water where growth is planned, particularly where mandated by
provisions of our state@® Growth Management Act (GMA). The orderly growth of our economy depends on the
ability to move water to whereit is needed.

The Mount Vernon Chamber Supports:

¥ Policiesthat ensure enough water for agrowing economy, recognize existing water rights as property
rights, and provide flexibility in the use and reuse of existing water rights.

¥ Thedimination of relinquishment policies to remove disincentives for water conservation.

¥ Deveoping timely and effective water management techniques, including storage, to minimize or
eliminate instream flow impacts while mesting the needs of out-of-stream uses.

¥ Legidation that createsflexibility to serve growing populations and economies, and that preservesthe
quantity of water identified in permits and certificates.

¥ Collaborative water management projects that address specific loca water resources problems.

¥ Supportsasireamlined permitting process for implementing and constructing new water storage
facilities.

The Mount Vernon Chamber opposes policies or legidation requiring the implementation of a o net lossOor
greater requirement

Wor ker sOCompensation Reform:

Washington® competitive econony is hampered by aworkersQcompensation system that isrichin
benefits but highin cogs and mired in administrative complexity. For thelast three years, job providers
have experienced unpredictable cog increases and hikes in premium rates and have called for reformsto
Washington®@workersOcompensation system in order to bring greater predictability, certainty and
accountbility to the system. Exanmples of cogs driversthat need to beaddressed indude

An outmoded model of wagecalculation: Themanne in which wages are calculated for full-time, part-
time, and seasond workersis convoluted and thwarts the god of swift and certain benefits for injured
workers. Thelandmerk cases of Cockle and Avundes added further expense and uncertainty to the process
by expanding thetraditiond definition of QvagesOand by complicating the cal culation of benefits for
seasond workers.

Unsustainable pension trends: Washington has historically had oneof the highest pensonratesin the
nation and, despite a1/3 drop in thetotal number of claims since 1990, pendon awardshave increased
ove 150% Thistrendis not sugainable over thelongterm, andis caused by internd claims management
issues aswell asalax statutory framework surrourding vocationd rehabilitation, occupaiond disease,
and theinability to settle claims.

Timeloss duration: Despite a30%redudionin theclaimsload for claims managers at the State Fund
since 1994, averagetimeloss duration has inareased by 25% This trend has increased employer cods by
amog $200million per year, and hurts workers by ddaying return-to-work and contributing to long-term
disabilities.

Inability to settle claims. Washingtonis oneof only afew states that do not permit partiesinvolved in
clamsto voluntarily agree to settle all or some aspects of theclaim. Some injured workers are beng
forced into vocationd programs they don®want and others are receiving ingppropliate pensons



Throughout the spring and summer of 2006, the Department of Labor & Industries has led an improvement
initiative aimed at developing proposals for 2007 in meetings with business, labor unions, and trial lawyers.
While the Department@ proposed |egidlation embraces few of the full system reforms proposed by the
employer community, the Department@ effort ensures that workersQcompensation will be an important subject
of debate during the 2007 legidative session.

The MountVernonChamber is committed to achieving thefollowing reforms:

Wage Simplification/Benefit Calculation

¥ Addressthe Cockle & Avundes decisions by restoring the definition of wage to exclude fringe benefits
and by implementing 52-week averaging with asingle flat rate of compensation.

Self-Insured Expanded Authority

¥ Eliminate duplication and unnecessary delays by alowing sdlf-insured employersto manage their
clams.

Settlement Agreements
¥ Allow employers, employeesand L&| to usefina settlement agreementsto settle clams.
System Cods

¥ Defend the workersQcompensation system from proposals that would increase system costs or
inefficiencies.
Vocational Rehabilitation
¥ Target vocationd rehabilitation to workers who can benefit fromit.
¥ Limit training programs to (ne time throughO
¥  Allow settlement of claimswhere worker is not interested in vocationa rehabilitation.

Pension Trends

¥  Redefine Washington@ extremely broad definition of ecupational diseaseO
¥ Improveinterna pension award management practices to increase return to work options over pensions.

Retrogpective Rating Programs

¥ Defend the operation and integrity of the retrospective ratings program.



