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ENGROSSED SECOND SUBSTI TUTE SENATE BI LL 5895

State of WAshi ngton 61st Legislature 2009 Regul ar Session

By Senate Ways & Means (originally sponsored by Senators Tom Kohl -
Wel |l es, Fraser, and MDernott)

READ FI RST TI ME 03/ 02/ 09.

AN ACT Relating to inproving residential real property construction
by creating the office of consuner education for hone construction,
strengthening warranty protections applicable to residential real
property construction, creating renedies, requiring third-party
i nspecti ons, enhanci ng contractor regi stration requirenents,
establishing worker certification standards, and enhancing bonding
requi renments; anendi ng RCW 18.27.075, 4.16.310, 64.50.010, 18.27.030,
and 18. 27.040; reenacting and anmendi ng RCW 43. 79A. 040 and 43. 79A. 040;
adding new sections to chapter 43.10 RCW adding new sections to
chapter 64.50 RCW adding a new section to chapter 19.27 RCW adding a
new section to chapter 18.27 RCW creating new sections; providing an
effective date; and providing an expiration date.

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

NEW SECTION. Sec. 1. A new section is added to chapter 43.10 RCW
to read as foll ows:

(1) The office of consumer education for honme construction is
created in the office of the attorney general.

(2) The office of consuner education for honme construction shal
exam ne issues involved in establishing a recovery fund to provide
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conpensation to residential real property honmeowners through a claim
filing process. The office of consuner education for hone construction

shall consult wth appropriate agencies and representatives from
organi zations involved in the area of residential construction. The
office of consunmer education for honme construction shall make

recommendations to the |legislature on the creation of a recovery fund
by Decenber 1, 2010.

Sec. 2. RCW18.27.075 and 2001 ¢ 159 s 14 are each anended to read
as follows:

(1) The departnent shall charge a fee of one hundred dollars for
issuing or renewing a certificate of registration during the 2001-2003
bi ennium The department shall revise this anbunt at | east once every
two years for the purpose of recogni zing econom ¢ changes as reflected
by the fiscal growmh factor under chapter 43. 135 RCW

(2) The departnment shall also _charge a consuner education fee of
one hundred dollars per year for _issuing or renewing a certificate of
registration. The departnent shall deposit_the fee in_the_ consuner
education for_ honme construction account created in section 3 of this
act .

NEW SECTION. Sec. 3. A new section is added to chapter 43.10 RCW
to read as foll ows:

The consuner education for home construction account is created in
the custody of the state treasury for the purpose of funding the office
of consunmer education for honme construction. All fees charged under
RCW 18. 27.075(2) and filing fees charged under section 9 of this act
must be deposited into the account. Expenditures fromthe account nmay
be used only to fund the office of consuner education for hone
construction. Only the hone construction board created under section
7 of this act or the board's designee may authorize expenditures from
the account. The account is subject to the allotnment procedures under
chapter 43.88 RCW but an appropriation is not required for
expendi t ur es.

Sec. 4. RCW 43. 79A. 040 and 2008 ¢ 208 s 9, 2008 ¢ 128 s 20, and
2008 ¢ 122 s 24 are each reenacted and anended to read as foll ows:
(1) Money in the treasurer's trust fund nmay be deposited, invested,
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and reinvested by the state treasurer in accordance with RCW 43. 84. 080
in the sane manner and to the sane extent as if the noney were in the
state treasury.

(2) Al income received frominvestnment of the treasurer's trust
fund shall be set aside in an account in the treasury trust fund to be
known as the investnent inconme account.

(3) The investnent incone account may be utilized for the paynent
of purchased banking services on behalf of treasurer's trust funds
i ncl udi ng, but not limted to, depository, saf ekeepi ng, and
di sbursenent functions for the state treasurer or affected state
agencies. The investnent inconme account is subject in all respects to
chapter 43.88 RCW but no appropriation is required for paynents to
financial institutions. Paynments shall occur prior to distribution of
earnings set forth in subsection (4) of this section.

(4)(a) Monthly, the state treasurer shall distribute the earnings
credited to the investnent inconme account to the state general fund
except under (b) and (c) of this subsection.

(b) The following accounts and funds shall receive their
proportionate share of earnings based upon each account's or fund's
average daily balance for the period: The Washington prom se

scholarship account, the <college savings program account, the
Washi ngton advanced college tuition paynent program account, the
agricultural local fund, the Anerican Indian scholarship endowrent
fund, the foster care scholarship endowent fund, the foster care
endowed scholarship trust fund, the students wth dependents grant
account, the basic health plan self-insurance reserve account, the
contract harvesting revolving account, the Washington state conbi ned
fund drive account, the comrenorative works account, the WAshington
i nternational exchange schol arshi p endowrent fund, the toll collection
account, the developnental disabilities endowrent trust fund, the
energy account, the fair fund, the famly | eave insurance account, the
food ani mal veterinarian conditional schol arship account, the fruit and
vegetable inspection account, the future teachers conditiona

schol arshi p account, the gane farm alternative account, the GET ready
for math and science scholarship account, the grain inspection
revolving fund, the juvenile accountability incentive account, the |aw
enforcenent officers' and firefighters' plan 2 expense fund, the | ocal

tourismpronotion account, the pilotage account, the produce railcar
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pool account, the regional transportation investnent district account,
the rural rehabilitation account, the stadium and exhibition center
account, the youth athletic facility account, the self-insurance
revolving fund, the sulfur dioxide abatenent account, the children's
trust fund, the Washington horse racing comm ssion Washington bred
owners' bonus fund account, the Wshington horse racing conm ssion
class C purse fund account, the individual devel opnment account program
account, the Washington horse racing conm ssion operating account
(earnings fromthe Washi ngton horse raci ng comm ssi on operating account
must be credited to the Washington horse racing commssion class C
purse fund account), the life sciences discovery fund, the Washi ngton
state heritage center account, the_consuner education_for _hone
construction account, and the readi ng achi evenent account. However
the earnings to be distributed shall first be reduced by the allocation
to the state treasurer's service fund pursuant to RCW43. 08. 190.

(c) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account's or
fund's average daily balance for the period: The advanced ri ght-of -way
revolving fund, the advanced environnental mtigation revolving
account, the city and county advance right-of-way revolving fund, the
federal narcotics asset forfeitures account, the high occupancy vehicle

account, the 1ocal rail service assistance account, and the
m scel | aneous transportati on progranms account.
(5 In conformance with Article Il, section 37 of the state

Constitution, no trust accounts or funds shall be allocated earnings
w thout the specific affirmative directive of this section.

Sec. 5. RCW43.79A.040 and 2008 ¢ 239 s 9, 2008 ¢ 208 s 9, 2008 c
128 s 20, and 2008 c 122 s 24 are each reenacted and anended to read as
fol | ows:

(1) Money in the treasurer's trust fund may be deposited, invested,
and reinvested by the state treasurer in accordance with RCW 43. 84. 080
in the sane manner and to the sane extent as if the noney were in the
state treasury.

(2) Al income received frominvestnment of the treasurer's trust
fund shall be set aside in an account in the treasury trust fund to be
known as the investnent inconme account.
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(3) The investnent inconme account may be utilized for the paynent
of purchased banking services on behalf of treasurer's trust funds
i ncl udi ng, but not limted to, depository, saf ekeepi ng, and
di sbursenent functions for the state treasurer or affected state
agencies. The investnent inconme account is subject in all respects to
chapter 43.88 RCW but no appropriation is required for paynents to
financial institutions. Paynments shall occur prior to distribution of
earnings set forth in subsection (4) of this section.

(4)(a) Monthly, the state treasurer shall distribute the earnings
credited to the investnent inconme account to the state general fund
except under (b) and (c) of this subsection.

(b) The following accounts and funds shall receive their
proportionate share of earnings based upon each account's or fund's
average daily balance for the period: The Washington prom se

scholarship account, the college savings program account, the
Washi ngton advanced college tuition paynent program account, the
agricultural local fund, the Anerican Indian scholarship endowrent
fund, the foster care scholarship endowent fund, the foster care
endowed scholarship trust fund, the students wth dependents grant
account, the basic health plan self-insurance reserve account, the
contract harvesting revolving account, the Washington state conbi ned
fund drive account, the comrenorative works account, the WAshington
i nternational exchange schol arship endowrent fund, the toll collection
account, the developnental disabilities endowrent trust fund, the
energy account, the fair fund, the famly | eave insurance account, the
food ani mal veterinarian conditional schol arship account, the fruit and
vegetable inspection account, the future teachers conditiona

schol arshi p account, the gane farmalternative account, the GET ready
for math and science scholarship account, the grain inspection
revolving fund, the juvenile accountability incentive account, the |aw
enforcenent officers' and firefighters' plan 2 expense fund, the | ocal

tourismpronotion account, the pilotage account, the produce railcar
pool account, the regional transportation investnent district account,
the rural rehabilitation account, the stadium and exhibition center
account, the youth athletic facility account, the self-insurance
revolving fund, the sulfur dioxide abatenent account, the children's
trust fund, the Washington horse racing comm ssion Washington bred
owners' bonus fund account, the Wshington horse racing conm ssion
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class C purse fund account, the individual devel opnment account program
account, the Washington horse racing conm ssion operating account
(earnings fromthe Washi ngton horse raci ng comm ssi on operating account
must be credited to the Washington horse racing commssion class C
purse fund account), the life sciences discovery fund, the Washi ngton
state heritage center account, the reduced <cigarette ignition
propensity account, the_ consuner education_for hone_construction
account, and the readi ng achi evenent account. However, the earnings to
be distributed shall first be reduced by the allocation to the state
treasurer's service fund pursuant to RCW43. 08. 190.

(c) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account's or
fund's average daily balance for the period: The advanced ri ght-of -way
revolving fund, the advanced environnmental mtigation revolving
account, the city and county advance right-of-way revolving fund, the
federal narcotics asset forfeitures account, the high occupancy vehicle

account, the 1ocal rail service assistance account, and the
m scel | aneous transportation progranms account.
(5 In conformance with Article Il, section 37 of the state

Constitution, no trust accounts or funds shall be allocated earnings
w thout the specific affirmative directive of this section.

NEW SECTION. Sec. 6. A new section is added to chapter 43.10 RCW
to read as foll ows:

For the purposes of sections 7 through 12 of this act, the
follow ng definitions apply:

(1) "Board" neans the honme construction board created in section 7
of this act.

(2) "daimt neans a claim filed with the board against a
construction professional under section 9 of this act and does not nean
a conplaint as that termis used in section 1 of this act.

(3) "Construction professional” has the sane neaning as in section
15 of this act.

(4) "Contractor"™ means a contractor, as defined in RCW18.27.010,
that is registered with the departnent of |abor and industries under
chapter 18.27 RCW

(5) "Damages" neans the cost of repairs, or if the cost of repairs
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is clearly disproportionate to the loss in market val ue, danages is the
| oss in market val ue.

(6) "Defect" neans a deficiency, an i nadequacy, or an insufficiency
arising out of or relating to the construction, alteration, or repair
of residential real property. "Defect" also includes a deficiency, an
i nadequacy, or an insufficiency in a system conponent, or materia
incorporated into residential real property.

(7) "Homeowner" neans a person or persons owning residential rea
property. "Honeowner" does not include governnent agencies, political
subdi visions, financial institutions, and any other entity that
purchases, guarantees, or insures a |loan secured by real property.
"Honeowner" also does not include the spouse, donestic partner, or
personal representative of the contractor named in the claim filed
under section 9 of this act.

(8) "Residential real property"” has the sanme nmeaning as in section
15 of this act.

NEW SECTION. Sec. 7. A new section is added to chapter 43.10 RCW
to read as foll ows:

(1) The hone construction board is established within the office of
consuner education for hone construction to admnister a residential
real property homeowner and construction professional early resolution
medi ati on program

(2) The purpose of the board is to provide honeowners and
construction professionals with a cost-effective and tinme efficient
process to resolve disputes arising fromall eged construction.

(3) The board consists of the foll owi ng seven nenbers:

(a) Three nmenbers possessing a mninmum of ten years of experience
in the construction of residences and directly, or as enployees or
officers of afirm registered under chapter 18.27 RCW

(b) One nenber possessing a mninmum of ten years of experience in
the renodeling of residences and directly, or as enployees or officers
of afirm registered under chapter 18.27 RCW

(c) One architect |icensed under chapter 18.08 RCWor professional
engi neer registered under chapter 18.43 RCW

(d) One building inspector enployed by a city or county; and

(e) One nenber of the general public.

p. 7 E2SSB 5895
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(4) Menbers of the board shall be appointed by the governor with
consent of the senate. The governor shall appoint initial nmenbers of
the board to staggered terns of fromtwo to four years. Thereafter
all nmenbers shall be appointed to full four-year terns. Menbers of the
board hold office until their successors are appointed. A vacancy
shall be filled by appointnment by the governor for the unexpired
portion of the termin which the vacancy occurs.

(5) The board shall select fromits nenbers a chair person, vice-
chair person, and any other officer the board determ nes is necessary
to performits duties.

(6) The board shall neet a m ninmum of four tines per year to carry
out its functions.

(7) The board may adopt rules to inplenment the board's duties.

NEW SECTION. Sec. 8. A new section is added to chapter 43.10 RCW
to read as foll ows:

(1) The board shall investigate and nediate clainms filed by a
homeowner agai nst a construction professional for alleged construction
defects to residential real property.

(2) The board may use the services of neutral third-party experts
to assist the board in investigating, assessing, and nedi ating cl ai ns.
The board may rely on the national building standards and other
recogni zed standards or codes that the board finds appropriate.

NEW SECTION. Sec. 9. A new section is added to chapter 43.10 RCW
to read as foll ows:

(1) A homeowner of residential real property alleging that a
construction professional has perfornmed defective work nmust, prior to
comencing an action against the construction professional, file a
cl ai m agai nst the construction professional with the board.

(2) The claimshall be inthe formrequired by the board, and shal
i ncl ude, at a m ni num

(a) The name and mnmailing address of the honmeowner or the
homeowner's | egal representative, if any;

(b) The address and | ocation of the residential real property;

(c) The nanes and addresses of the construction professionals, to
t he extent known to the honeowner, who perforned the work;

E2SSB 5895 p. 8
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(d) Whether the work perfornmed involved construction of new
residential real property or a substantial renodel of residential real
property and the date that the honmeowner took possession of the new
residential real property or, for a substantial renodel, the date the
wor k was substantially conpleted or the project was term nated,

(e) A description of the defective work perfornmed and the actual or
estimated costs of repair;

(f) Any report, estimates, and other docunents evidencing the
defect and the costs of repair;

(g) Whether there is a witten contract between the construction
prof essional and the honmeowner and whether the contract contains
warranties related to the work perfornmed or the nmaterial s used.

(3) The board may not process a claim against a construction
professional unless the claim is filed with the board within the
applicable statute of limtations.

(4) Wien a claimis filed with the board within the applicable
statute of limtations, the filing of the claimtolls any applicable
statute of I|imtations and any applicable statute of repose for
construction-related clains for the period of tinme until fifteen days
after the board provides witten notice of conpletion of nediation.

(5 Any action comrenced in court by a honmeowner prior to
conpliance with the requirenents of this section shall be subject to
di smssal wthout prejudice, and nmay not be recommenced until the
homeowner has conplied with the requirenments of this section.

(6) The board by rule may inpose a processing fee for clains filed
under this section not to exceed one hundred dollars. The fee shall be
deposited into the consuner education for hone construction account
created under section 3 of this act.

NEW SECTION. Sec. 10. A newsection is added to chapter 43.10 RCW
to read as foll ows:

(1) Upon receipt of a claim the board shall give witten notice to
the construction professional against whom the claim is nade. The
notice of the claim shall describe the claim in reasonable detail
sufficient to determ ne the nature of the defect.

(2) Wthin twenty-one days after service of the notice of claim
the construction professional shall serve a witten response on the

p. 9 E2SSB 5895
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homeowner by registered mail or personal service. The witten response
shal | :

(a) Propose to inspect the residence that is the subject of the
claimand to conplete the inspection within a specified tinme frane.
The proposal shall include the statenent that the construction
prof essional shall, based on the inspection, offer to renmedy the
defect, conprom se by paynent, or dispute the claim

(b) Ofer to conprom se and settle the claim by nonetary paynent
W thout inspection. A construction professional's offer under this
subsection (2)(b) to conpromse and settle a honeowner's claim may
include, but is not |limted to, an express offer to purchase the
homeowner's residence that is the subject of the claim and to pay the
homeowner's reasonabl e rel ocation costs; or

(c) State that the construction professional disputes the claimand
will neither renedy the defect nor conprom se and settle the claim

(3)(a) If the construction professional disputes the claimor does
not respond to the notice of claimwthinthe tinme stated in subsection
(2) of this section, the board shall comence an investigation and
medi ati on of the claim

(b) If the honmeowner rejects the inspection proposal or the
settlenment offer nmade by the construction professional pursuant to
subsection (2) of this section, the honeowner shall serve witten
notice of the rejection on the construction professional and the board.
After service of the rejection, the board shall comence an
i nvestigation and nedi ation of the claim

(c) If the construction professional has not received from the
homeowner, within thirty days after the honeowner's receipt of the
construction professional's response, either an acceptance or rejection
of the inspection proposal or settlenment offer, then at anytinme
thereafter the construction professional may term nate the proposal or
offer by serving witten notice to the honmeowner, and the board shall
commence an i nvestigation and nedi ation of the claim

(4)(a) If the honeowner elects to allow the construction
pr of essi onal to inspect in accordance wth the construction
pr of essi onal 's proposal pursuant to this section, the honeowner shall
provide the construction professional and its contractors or other
agents reasonable access to the honeowner's residence during nornal
wor ki ng hours to inspect the prem ses and the cl ai med defect.

E2SSB 5895 p. 10
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(b) Wthin fourteen days follow ng conpletion of the inspection
the construction professional shall serve on the honmeowner:

(1) A witten offer to renmedy the defect at no cost to the
homeowner, including a report of the scope of the inspection, the
findings and results of the inspection, a description of the additional
construction necessary to renedy the defect, and a tinetable for the
conpl etion of such construction;

(1i) Awitten offer to conprom se and settle the claimby nonetary
paynment pursuant to subsection (2)(b) of this section; or

(iti) Awitten statenent that the construction professional wll
not proceed further to renedy the defect.

(c) If the construction professional does not proceed further to
remedy the defect within the agreed tinetable, or if the construction
professional fails to conply with the provisions of (b) of this
subsection, the honeowner shall provide witten notification to the
board. The board shall commence an investigation and nedi ati on of the
claim

(d) I'f the honeowner rejects the offer made by the construction
prof essional pursuant to (b)(i) or (ii) of this subsection to either
remedy the defect or to conpromi se and settle the claim by nonetary
paynment, the honeowner shall serve witten notice of the rejection on
the construction professional and the board. After service of the
rejection notice, the board shall comence an investigation and
medi ati on of the claim

(e) If the construction professional has not received from the
homeowner, within thirty days after the honeowner's receipt of the
construction professional's response, either an acceptance or rejection
of the offer nmade pursuant to (b)(i) or (ii) of this subsection, then
at anytime thereafter the construction professional may term nate the
offer by serving witten notice to the honeowner

(5 (a) Any honeowner accepting the offer of a construction
prof essional to renedy the defect pursuant to subsection (4)(b)(i) of
this section shall do so by serving the construction professional with
a witten notice of acceptance within a reasonable tinme period after
receipt of the offer, and no later than thirty days after receipt of
the offer. The honeowner shall al so send a copy of the witten notice
of acceptance to the board. The homeowner shall provide the
construction professional and its contractors or other agents

p. 11 E2SSB 5895
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reasonabl e access to the honmeowner's residence during normal worKking
hours to performand conplete the construction by the tinetable stated
in the offer.

(b) The honeowner and construction professional nmay, by witten
mut ual agreenent, alter the extent of construction or the tinetable for
conpletion of construction stated in the offer including, but not
l[imted to, repair of additional defects.

(6) Conpliance with this section satisfies the requirenents of RCW
64. 50. 020.

NEW SECTION. Sec. 11. A newsection is added to chapter 43.10 RCW
to read as foll ows:

(1) If after conpliance with the procedures established in section
10 of this act, a resolution has not been reached between t he honmeowner
and construction professional, the board shall investigate the claim

(2) The board may use the services of neutral third-party experts
to conduct on-site investigations, nmake recomrendati ons to the board,
and assist the board in investigating and nedi ating cl ai ns.

(3) After the investigation is conplete, the board shall provide
the parties with notification of the findings of the investigation. |If
the parties do not provide the board with witten notification within
fourteen days after receipt of the findings that the parties have
resolved the claim the board shall nediate the claim

(4) The nedi ation shall be conducted by a panel of three nenbers of
the board in accordance with rul es adopted by the board.

(5 Al proceedings of the nediation conference, including any
statenent made by any party, attorney or other participant, shall be
privileged and not reported, recorded, placed in evidence, used for
i npeachnent, nmade known to a court or jury, or construed for any
purpose as an adm ssion. No party shall be bound by anything done or
said at the nediation conference unless a settlenent is reached, in
whi ch event the agreenent upon a settlenent shall be reduced to witing
and shall be binding upon all parties to that agreenent.

(6) At the conclusion of the nediation, the board shall provide a
witten notice of the conpletion of nediation to the parties. The
notice shall include a statenment of the results of the nediation and a
copy of any witten settlenent agreenent between the parties. |If the

E2SSB 5895 p. 12
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parties did not reach an agreenent, the notice shall include a
statenent that the parties may pursue any other right or renedy
provi ded by statutory or common | aw.

NEW SECTION. Sec. 12. A new section is added to chapter 43.10 RCW
to read as foll ows:

The board shall maintain and nake available to the office of
consumer education for honme construction a record of all clains filed
with the board against construction professionals under this chapter
and the outcones of those clains.

NEW SECTION. Sec. 13. A newsection is added to chapter 64.50 RCW
to read as foll ows:

The provisions of RCW64.50.020 do not apply toa claimfiled with
t he hone construction board under sections 9 through 11 of this act.

PART |1. RESI DENTI AL REAL PROPERTY WARRANTI ES,
LEGAL REMEDI ES, AND THI RD- PARTY | NSPECTI ONS

NEW SECTION. Sec. 14. A new section is added to chapter 64.50 RCW
to read as foll ows:

(1) The legislature intends by this section to nodify the conmon
law i nplied warranty of habitability to provide that this warranty may
not be contractually disclainmd, waived, nodified, or limted. The
| egi sl ature does not intend to nodify any other aspect of the commpn
law i nplied warranty of habitability as devel oped through case | aw.

(2) The common law inplied warranty of habitability may not be
di scl ai nred, waived, nodified, or limted by contractual agreenent. A
provi sion of any contract for the purchase or sale of newy constructed
residential property that purports to disclaim waive, nodify, or limt
the inplied warranty of habitability is void and unenforceabl e.

NEW SECTION. Sec. 15. A newsection is added to chapter 64.50 RCW
to read as foll ows:

(1) A construction professional involved in the construction of new
residential real property, or the substantial renpdel of existing
residential real property, warrants that the work, and any part
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thereof, will be suitable for the ordinary uses of real property of its
type and that the work will be:

(a) Free fromdefective materi al s;

(b) Constructed in accordance wth sound engineering and
construction standards;

(c) Constructed in a work-1ike manner; and

(d) Constructed in conpliance with all [aws then applicable to the
I nprovenents.

(2) If a construction professional breaches a warranty arising
under this section and the breach results in damge to any portion of
the residential real property, the current owner of the residential
real property may bring a cause of action for damages against the
construction professional. Absence of privity of contract between the
owner and the construction professional is not a defense to the
enforcement of a warranty arising under this section.

(3) Inajudicial proceeding for breach of a warranty ari si ng under
this section, the plaintiff nust show that the alleged breach has
adversely affected or will adversely affect the performance of that
portion of the property alleged to be in breach. To establish an
adverse effect, the person alleging the breach is not required to prove
that the breach renders the property unfit for occupancy. As used in
this subsection, "adverse effect” nust be nore than technical and nust
be significant to a reasonabl e person

(4) Proof of breach of a warranty arising under this section is not
proof of damages. Danmges awarded for a breach of a warranty ari sing
under this section are the cost of repairs. However, if it 1is
established that the cost of repairs is clearly disproportionate to the
| oss in market val ue caused by the breach, damages are limted to the
| oss in market val ue.

(5)(a) Ajudicial proceeding for breach of a warranty arising under
this section nust be commenced within four years after the cause of
action accrues. This period may not be reduced by either oral or
witten agreenent, or through the use of contractual clainms or notice
procedures that require the filing or service of any claim or notice
prior to the expiration of the period specified in this section.

(b) Except as provided under (c) of this subsection, a judicial
proceedi ng for breach of a warranty arising under this section accrues,
regardl ess of the owner's | ack of know edge of the breach:

E2SSB 5895 p. 14
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(i) I'n the case of the purchase of newly constructed residentia
real property, on the date the initial owner enters into possession of
the property; or

(i1) I'nthe case of the substantial renodel of existing residential
real property, on the date of substantial conpletion of construction or
term nation of the construction project, whichever is later.

(c) A cause of action for breach of a warranty arising under this
section that is based on a latent structural defect or a |latent water
penetrati on defect accrues when the claimnt discovers or reasonably
shoul d have discovered the l|latent structural defect or l|atent water
penetration defect.

(d) An action for breach of warranty under this section is subject
tothetinme limtations provided in RCW4. 16. 310.

(6) If a witten notice of claimis served under RCW 64.50.020
within the tine prescribed for the filing of an action under this
section, the statute of Iimtations in this section and any applicable
statute of repose for construction-related clains are tolled until
sixty days after the period of time during which the filing of an
action is barred under RCWG64. 50. 020.

(7) The warranties provided under this section are in addition to
any other rights or renedi es avail able under statutory |aw or comon
| aw or provided for under contract. The warranties provided under this
section may not be waived, disclained, nodified, or |imted.

(8 In a judicial proceeding under this section, the court may
award reasonabl e attorneys' fees and costs to the prevailing party.

(9) This section is not intended to create an i ndependent right to
mai ntain a class action agai nst any construction professional.

(10) This section does not apply to condom ni uns subject to chapter
64. 34 RCW

(11) This section does not affect the application of the notice and
opportunity to cure requirenents and procedures inposed under RCW
64. 50. 010 t hrough 64. 50. 050.

(12) An action for breach of a warranty created under this section
i's subject to any requirenents for mandatory arbitration inposed under
chapter 7.06 RCWor state or local court rules.

(13) For the purposes of this section:

(a) "Construction professional” neans an architect, builder,
bui |l der vendor, contractor, subcontractor, engineer, or inspector,
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performng or furnishing the design, super vi si on, i nspecti on,
construction, or observation of the construction, of any inprovenment to
residential real property, whether operating as a sole proprietor,

partnership, corporation, or other business entity. "Construction
professional” does not include a supplier of materials who has
ot herw se had no involvenment in performng or furnishing the design

supervi si on, i nspecti on, constructi on, or observation of t he

construction, of any inprovenent to residential real property.

(b) "Residential real property" neans a single-famly hone, a
dupl ex, a triplex, or a quadrapl ex.

(c) "Substantial conpletion of construction” neans the state of
conpl eti on reached when an i nprovenent upon real property may be used
or occupied for its intended use.

Sec. 16. RCW4.16.310 and 2002 ¢ 323 s 9 are each anended to read
as follows:

(1) Al clainms or causes of action as set forth in RCW4.16. 300
shall accrue, and the applicable statute of limtation shall begin to
run only during the period wthin six years after substantial
conpl etion of construction, or during the period within six years after
the term nation of the services enunerated in RCW 4. 16. 300, whi chever
is later. The phrase "substantial conpletion of construction” shal
mean the state of conpletion reached when an inprovenent upon rea
property nmay be used or occupied for its intended use. Any cause of
action which has not accrued within six years after such substanti al
conpl etion of construction, or within six years after such term nation
of services, whichever is later, shall be barred: PROVIDED, That this
limtation shall not be asserted as a defense by any owner, tenant or
ot her person in possession and control of the inprovenent at the tinme
such cause of action accrues. The limtations prescribed in this
section apply to all clains or causes of action as set forth in RCW
4.16. 300 brought in the nane or for the benefit of the state which are
made or commrenced after June 11, 1986.

If a witten notice is filed under RCW 64.50.020 within the tine
prescribed for the filing of an action under this chapter, the period
of time during which the filing of an action is barred under RCW
64. 50. 020 plus sixty days shall not be a part of the period|limted for
t he commencenent of an action, nor for the application of this section.

E2SSB 5895 p. 16
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(2) Actions and clains for fraud arising fromincluding, but not
limted to, construction, alteration, repair, design, planning, Ssurvey,
and the engineering of inprovenents upon real property are not subject
to the tine limtations under subsection (1) of this section. Such
actions and clains are governed under RCW 4. 16. 080.

Sec. 17. RCW64.50.010 and 2002 ¢ 323 s 2 are each anended to read
as follows:

Unl ess the context clearly requires otherwise, the definitions in
this section apply throughout this chapter.

(1) "Action" nmeans any civil lawsuit or action in contract or tort
for damages or indemnity brought against a construction professional to
assert a claim whether by conplaint, counterclaim or cross-claim for
danmage or the | oss of use of real or personal property caused by a
defect in the construction of a residence or in the substantial renodel
of a residence. "Action" does not include any civil action in tort
all eging personal injury or wongful death to a person or persons
resulting froma construction defect.

(2) "Association" means an association, master association, or
subassociation as defined and provided for in RCW 64.34.020(4),
64.34.276, 64.34.278, and 64. 38.010(1).

(3) "Building enclosure"” has the sane neaning as in RCW64. 55. 010.

(4) "Building enclosure design_docunents" has the sanme neani ng as
in RCW64.55. 010.

(5) "daimnt" neans a honmeowner or associ ation who asserts a claim
against a construction professional concerning a defect in the
construction of a residence or in the substantial renodel of a
resi dence.

((64»)) (6) "Construction professional” neans an architect,
buil der, builder vendor, contractor, subcontractor, engineer, or
i nspector, including, but not limted to, a dealer as defined in RCW

64.34. 020( (22))) (13) and a declarant as defined in RCW
64. 34. 020( (+3))) (14), performng or furnishing the design,
supervi si on, i nspecti on, constructi on, or observation of t he
construction of any inprovenent to real property, whether operating as
a sol e proprietor, partnership, corporation, or other business entity.
((65))) (7)) "Honeowner" neans: (a) Any person, conpany, firm
partnership, corporation, or association who contracts wth a
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construction professional for the construction, sale, or construction
and sale of a residence; and (b) an "association" as defined in this
section. "Homeowner" includes, but is not limted to, a subsequent
purchaser of a residence fromany honeowner

((66))) (8) "Qualified building inspector"” has the sanme neaning as
in RCW64.55. 010.

(9) "Residence" neans a building, including a single-fam |y house,
duplex, triplex, quadraplex, or a unit in a multiunit residential
structure in which title to each individual unit is transferred to the
owner under a condom nium or cooperative system and shall include
comon elenents as defined in RCW 64.34.020(6) and conmon areas as
defined in RCW64. 38. 010(4).

((6H)) (10) "Serve" or "service" neans personal service or
delivery by certified nmail to the | ast known address of the addressee.

((68))) (11) "Stanped” has the sane neaning as in ROWV64. 55. 010.

(12) "Substantial renodel" neans a renodel of a residence, for
which the total cost exceeds one-half of the assessed value of the
resi dence for property tax purposes at the tinme the contract for the
renmodel work was made.

NEW SECTION. Sec. 18. A newsection is added to chapter 64.50 RCW
to read as foll ows:

(1) Any person applying for a building permt for construction of
a residential building or substantial renodel shall submt building
encl osure desi gn docunents to the appropriate buil ding departnent prior
to the start of construction or substantial renodel. |f construction
work on a building is not a substantial renodel because the cost of
t her eof does not exceed one-half of the assessed val ue of the residence
for property tax purposes at the tinme the contract for the renodel work
was made, the person applying for a building permt shall submt to the
building departnment a letter so certifying. Any changes to the
bui | di ng encl osure desi gn docunents that alter the manner in which the
building or its conponents 1is waterproofed, weatherproofed, and
ot herwi se protected fromwater or noisture intrusion nust be stanped by
the architect or engineer and nust be provided to the building
departnment and to the person conducting the course of construction
inspection in a tinmely manner to permt such person to inspect for

E2SSB 5895 p. 18
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conpliance therewith, and may be provided through individual updates,
cunul ative updates, or as-built updates.

(2) The building departnent shall not issue a building permt for
construction of the building enclosure of a residential building or a
substantial renodel unless the building enclosure design docunents
contain a stanped statenment by the person stanping the building
encl osure design docunents in substantially the followng form "The
undersi gned has provided building enclosure docunents that in ny
prof essi onal judgnment are appropriate to satisfy the requirenents of
sections 18 through 24 of this act."

(3) The building departnent is not charged with determ ni ng whet her
the buil ding encl osure design docunents are adequate or appropriate to
satisfy the requirenents of this section and sections 19 through 24 of
this act. This section and sections 19 through 24 of this act do not
require a building departnent to review, approve, or disapprove
encl osure desi gn docunents.

NEW SECTION. Sec. 19. A newsection is added to chapter 64.50 RCW
to read as foll ows:

Al residential buildings nust have the building enclosure
inspected by a qualified inspector during the course of initial
construction and during a substantial renodel.

NEW SECTION. Sec. 20. A new section is added to chapter 64.50 RCW
to read as foll ows:

(1) Aqualified building enclosure inspector:

(a) Must be a person with substantial and verifiable training and
experience in building enclosure design and construction;

(b) Must be free frominproper interference or influence relating
to the i nspections; and

(c) May not be an enployee, officer, or director of, or have any
pecuniary interest in, the declarant, devel oper, association, or any
party providing services or materials for the project, or any of their
respective affiliates, except that the qualified inspector nay be the
architect or engineer who approved the building enclosure design
docunents or the architect or engineer of record. The qualified
i nspector may, but is not required to, assist with the preparation of
t he desi gn docunents.

p. 19 E2SSB 5895
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(2) This section does not alter the requirenents for |icensure of
any architect, engineer, or other professional, and does not alter the
jurisdiction, authority, or scope of practice of architects, engineers,
ot her professionals, or general contractors.

NEW SECTION. Sec. 21. A newsection is added to chapter 64.50 RCW
to read as foll ows:

(1) An inspection required under this chapter nust include, at a
m ni mum the foll ow ng:

(a) Water penetration resistance testing of a representative sanple
of windows and w ndow installations. These tests nust be conducted
according to industry standards. \Were appropriate, tests nust be
conducted with an i nduced air pressure difference across the w ndow and
wi ndow i nstallation. Additional testing is not required if the sane
assenbly has previously been tested in situ within the previous two
years in the project under construction by the builder, by another
menber of the construction team such as an architect or engineer, or by
an i ndependent testing | aboratory; and

(b) An independent periodic reviewof the building enclosure during
the course of construction or rehabilitative construction to ascertain
whether the residential building has been constructed, or the
substanti al renodel has been perfornmed, in substantial conpliance with
t he buil di ng encl osure desi gn docunents.

(2) Subsection (1)(a) of this section does not apply to substanti al
renodels if the wi ndows and adj acent cladding are not altered in the
substanti al renodel

(3) For the purposes of this section, "project" neans one or nore
parcels of land in a single ownership, which are under devel opnent
pursuant to a single | and use approval or building permt, where w ndow
installation is performed by the owner with its own forces, or by the
sanme general contractor, or, if the owner is contracting directly wth
trade contractors, is perfornmed by the sane trade contractor.

NEW SECTION. Sec. 22. A new section is added to chapter 64.50 RCW
to read as foll ows:

Upon conpl etion of an inspection required under this chapter, the
qualified inspector shall prepare and submt to the appropriate
buil ding departnment a signed letter certifying that the building

E2SSB 5895 p. 20
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encl osure has been inspected during the course of construction or
substantial renodel and that it has been constructed or reconstructed
i n substantial conpliance with the buil ding encl osure desi gn docunents,
as updat ed under section 18 of this act. The building departnment shal
not issue a final certificate of occupancy or other equivalent fina
acceptance until the letter required under this section has been
subm tted. The building departnent is not charged with and has no
responsibility for determning whether the building enclosure
i nspection is adequate or appropriate to satisfy the requirenments of
this chapter.

NEW SECTION. Sec. 23. A newsection is added to chapter 64.50 RCW
to read as foll ows:

(1) This chapter is not intended to and does not:

(a) Create a private right of action against an inspector,
architect, or engineer based upon conpliance or nonconpliance with this
chapter; or

(b) Create an i ndependent basis for liability against an i nspector,
architect, or engineer.

(2) The qualified inspector, architect, or engineer and the
devel oper that retained the inspector, architect, or engineer nmay
contractually agree to the anmount of their liability to the devel oper.

NEW SECTION. Sec. 24. A new section is added to chapter 64.50 RCW
to read as foll ows:

A qualified inspector's report or testinony regarding an i nspection
conducted under this chapter is not entitled to an evidentiary
presunption in any arbitration or court proceeding. This chapter does
not restrict the admssibility of the qualified inspector's report or
testinmony, and questions of the admssibility of the report or
testinmony are determ ned under the rules of evidence.

NEW SECTI ON. Sec. 25. A newsection is added to chapter 19.27 RCW
to read as foll ows:

(1) The state building code council nust adopt rules requiring that
natural or manufactured wood framng nenbers wused in residential
construction be tested by a special inspector or the |ocal building
jurisdiction for maxi mum al |l owabl e noi sture content prior to enclosing
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the framng. The rules adopted under this section nmust provide for the
maxi mum percentage of noisture allowed, the various locations in a
buil ding that nust be tested, the standards that need to be applied
during testing, and procedures for retesting the structure if the
noi sture content exceeds the maxi num all owabl e anmobunt at the tine of
i nspecti on. The rules may include a requirenent that the special
i nspector be tested and certified by the Wshington association of
building officials certification and registration program and be
approved by the | ocal building official.

(2) After the inspection, the special inspector nust provide a
certificate of conpliance to the local building official show ng
conpliance with the requirenents of this section and the rul es adopted
under this section.

PART I11. CONTRACTOR REG STRATI ON,
WORKER CERTI FI CATI ON, AND BONDI NG

NEW SECTION. Sec. 26. (1) The legislature finds that there is
i nadequate protection for consuners in the area of residential
construction. The legislature further finds that a significant anount
of the problens in the construction of new residential real property,
or the substantial renpdel of existing residential real property,
pertain to water intrusion and unstable foundations and devel op from
poor installation of roofing, siding, fram ng, foundations, doors, and
w ndows. The legislature recognizes that it is inportant to assure
consuners that those doing construction work are properly trained. The
| egislature, therefore, intends to establish a worker certification
requi renent for those doing construction work in the areas of roofing,
siding, fram ng, foundations, doors, and w ndows.

(2) The departnent of |abor and industries shall contract for
consul tant services to develop recommendations to the |legislature on
t he education, experience, and exam nation requirenents of the program
to certify workers engaged in the installation of roofing, siding,
fram ng, f oundat i ons, doors, and w ndows. In developing the
recommendations, the consultant and the departnment shall closely
involve and consult wth stakeholders. The recommendations nust be
submtted to the | egi sl ature by Novenber 1, 2009.

(3) This section expires Decenber 31, 20009.
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Sec. 27. RCW18.27.030 and 2008 ¢ 120 s 1 are each anended to read
as follows:

(1) An applicant for registration as a contractor shall submt an
application under oath upon a formto be prescri bed by the director and
which shall include the followng information pertaining to the
appl i cant:

(a) Enpl oyer social security nunber.

(b) Unified business identifier nunber.

(c) Evidence of workers' conpensation coverage for the applicant's
enpl oyees wor ki ng i n Washi ngton, as foll ows:

(i) The applicant's industrial insurance account nunber issued by
t he departnent;

(ii) The applicant's self-insurer nunber issued by the departnent;
or

(ii1) For applicants domciled in a state or province of Canada
subject to an agreenent entered into under RCW 51.12.120(7), as
permtted by the agreenent, filing a certificate of coverage i ssued by
the agency that admnisters the workers' conpensation law in the
applicant's state or province of domcile certifying that the applicant
has secured the paynent of conpensation under the other state's or
provi nce's workers' conpensation | aw.

(d) Enpl oynent security departnment nunber.

(e) Unified business identifier (UBI) account nunber may be
substituted for the information required by (c) and (d) of this
subsection if the applicant will not enpl oy enpl oyees i n Washi ngt on.

(f) Type of contracting activity, whether a general or a specialty
contractor and if the latter, the type of specialty.

(g) Type of work perforned, whether residential, comercial, or
bot h.

(h) The nane ((and)), address, social security nunber, date_ of
birth, and driver's |license nunber of each partner if the applicant is
a firmor partnership, or the nane ((and)), address, social security
nunber, date of birth, and driver's |icense nunber of the owner if the
applicant is an individual proprietorship, or the nane ((anrd)).
address, social security nunber, date_of birth, and _driver's |license
nunber of the corporate officers and statutory agent, if any, if the
applicant is a corporation, or the nane ((and)), address, social
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security nunber, date_of birth, and driver's |icense_ nunber of all
menbers of other business entities. The information contained in such
application is a matter of public record and open to public inspection.

(i) The registration nunmbers and wunified business identifier
account nunbers of previously or currently reqgistered businesses
involving the sane owner, principal, or officer as the applicant.

(j) Disclosure_of any bankruptcy proceedings filed by or against
the applicant.

(K) Infornmation about any construction Iicenses, certifications, or

registrations that have been issued to the applicant by other states.
The applicant shall also provide details about any denials,
suspensi ons, revocations, or any enforcenent actions related to
construction against the applicant by other states.

(2) The departnment nmay verify the workers' conpensation coverage
i nformati on provided by the applicant under subsection (1)(c) of this
section, including but not |imted to information regarding the
coverage of an individual enployee of the applicant. | f coverage is
provi ded under the | aws of another state, the departnent may notify the
other state that the applicant is enploying enployees i n Washi ngt on.

(3)(a) The departnent shall deny an application for registration
if: (i) The applicant has been previously perform ng work subject to
this chapter as a sole proprietor, partnership, corporation, or other
entity and the departnment has notice that the applicant has an
unsatisfied final judgnent against himor her in an action based on
work performed subject to this chapter or the applicant owes the
departnment noney for penalties assessed or fees due under this chapter
as a result of a final judgnent; (ii) the applicant was an owner,
principal, or officer of a partnership, corporation, or other entity
that either has an unsatisfied final judgnent against it in an action
that was incurred for work perfornmed subject to this chapter or owes
the departnent noney for penalties assessed or fees due under this
chapter as a result of a final judgnent; (iii) the applicant does not
have a valid unified business identifier nunber; (iv) the departnent
determines that the applicant has falsified information on the
application, unless the error was inadvertent; ((er)) (v) the applicant
does not have an active and valid certificate of registration wth the
departnent of revenue, or (vi) the departnent has determ ned that a
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different state has taken enforcenent action against the applicant for
activities that would be_ _a_violation_of this_ chapter if_ they had
occurred in Washi ngton state.

(b) The departnent shall suspend an active registration if. (i)
The departnent has determ ned that the registrant has an unsatisfied
final judgnent against it for work within the scope of this chapter;
(1i) the departnment has determned that the registrant is a sole
proprietor or an owner, principal, or officer of a registered
contractor that has an unsatisfied final judgnent against it for work
within the scope of this chapter; (iii) the registrant does not
maintain a valid wunified business identifier nunber; (iv) the
departnment has determ ned that the registrant falsified i nformati on on
the application, unless the error was inadvertent; ((er)) (v) the
registrant does not have an active and valid certificate of
registration with the departnent of revenue; (vi)_ the departnent has
determ ned that a different state has taken enforcenent action agai nst
the registrant for activities that would be a violation of this chapter
if they had occurred in Washington_state; or (vii) the departnent has
determned that the registrant failed to reasonably supervise
enpl oyees, agents, or_subcontractors_or_perfornmed negligently or_in
breach of contract so as to cause injury or harmto the public.

(c) The departnent may suspend an active registration if the
departnment has determ ned that an owner, principal, partner, or officer
of the registrant was an owner, principal, or officer of a previous
partnership, corporation, or other entity that has an unsatisfied final
j udgnent agai nst it.

(4) The departnment shall not deny an application or suspend a
registration because of an unsatisfied final judgnent if the
applicant's or registrant's unsatisfied final judgnent was determ ned
by the director to be the result of the fraud or negligence of another

party.

NEW SECTI ON. Sec. 28. A newsection is added to chapter 18.27 RCW
to read as foll ows:

A registered contractor, by or against whom a petition in
bankruptcy has been filed, shall notify the departnment of the
proceedi ngs in bankruptcy, including the identity and | ocation of the
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court in which the proceedings are pending, within ten days of the
filing.

Sec. 29. RCW18.27.040 and 2007 ¢ 436 s 4 are each anended to read
as follows:

(1) Each applicant shall file with the departnent a surety bond
i ssued by a surety insurer who neets the requirenents of chapter 48.28
RCW in the sum of ((+welwe)) twenty-four thousand dollars if the
applicant is a general contractor and ((s+x)) twelve thousand dollars
if the applicant is a specialty contractor. If no valid bond is
already on file with the departnment at the tine the application is
filed, a bond nust acconpany the registration application. The bond
shall have the state of Washington nanmed as obligee with good and
sufficient surety in a formto be approved by the departnent. The bond
shall be continuous and may be cancel ed by the surety upon the surety
giving witten notice to the director. A cancellation or revocation of
the bond or wthdrawal of the surety from the bond automatically
suspends the registration issued to the contractor until a new bond or
reinstatenent notice has been filed and approved as provided in this
section. The bond shall be conditioned that the applicant will pay al
persons performng Ilabor, including enployee benefits, for the
contractor, will pay all taxes and contributions due to the state of
Washi ngton, and will pay all persons furnishing material or renting or
suppl yi ng equi pnment to the contractor and will pay all anmounts that may
be adjudged against the contractor by reason of breach of contract
i ncluding i nproper work in the conduct of the contracting business. A
change in the nane of a business or a change in the type of business
entity shall not inpair a bond for the purposes of this section so | ong
as one of the original applicants for such bond maintains partial
ownership in the business covered by the bond.

(2) At the tinme of initial registration or renewal, the contractor
shall provide a bond or other security deposit as required by this
chapter and conmply with all of the other provisions of this chapter
before the departnent shall issue or renew the contractor's certificate
of registration. Any contractor registered as of July 1, 2001, who
mai ntains that registration in accordance with this chapter is in
conpliance wth this chapter until the next renewal of the contractor's
certificate of registration.
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(3) Any person, firm or corporation having a claim against the
contractor for any of the itens referred to in this section may bring
suit against the contractor and the bond or deposit in the superior
court of the county in which the work was done or of any county in
which jurisdiction of the contractor may be had. The surety issuing
the bond shall be named as a party to any suit upon the bond. Action
upon the bond or deposit brought by a residential honeowner for breach
of contract by a party to the construction contract shall be commenced
by filing the summons and conplaint with the clerk of the appropriate
superior court within tw years fromthe date the cl ai ned contract work
was substantially conpleted or abandoned, whichever occurred first.
Action upon the bond or deposit brought by any other authorized party
shall be comrenced by filing the summons and conplaint with the clerk
of the appropriate superior court within one year fromthe date the
claimed |abor was perforned and benefits accrued, taxes and
contributions ow ng the state of Washi ngton becanme due, materials and
equi pnent  were furnished, or the «clained contract work was
substantially conpleted or abandoned, whichever occurred first.
Service of process in an action filed under this chapter against the
contractor and the <contractor's bond or the deposit shall be
exclusively by service upon the departnent. Three copies of the
sumons and conplaint and a fee adopted by rule of not less than fifty
dollars to cover the costs shall be served by registered or certified
mai |, or other delivery service requiring notice of receipt, upon the
departnment at the tine suit is started and the departnent shal
mai ntain a record, available for public inspection, of all suits so
comrenced. Service is not conplete until the departnment receives the
fee and three copies of the sumons and conplaint. The service shall
constitute service and confer personal jurisdiction on the contractor
and the surety for suit on claimnt's claimagainst the contractor and
the bond or deposit and the departnent shall transmt the summobns and
conplaint or a copy thereof to the contractor at the address listed in
the contractor's application and to the surety within two days after it
shal | have been received.

(4) The surety upon the bond shall not be liable in an aggregate
anount in excess of the anopunt naned in the bond nor for any nonetary
penalty assessed pursuant to this chapter for an infraction. The
l[itability of the surety shall not cunulate where the bond has been
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renewed, continued, reinstated, reissued or otherw se extended. The
surety wupon the bond may, upon notice to the departnent and the
parties, tender to the clerk of the court having jurisdiction of the
action an anount equal to the clains thereunder or the anount of the
bond |less the amount of judgnents, if any, previously satisfied
therefromand to the extent of such tender the surety upon the bond
shall be exonerated but if the actions commenced and pending and
provided to the departnent as required in subsection (3) of this
section, at any one tinme exceed the amount of the bond then uninpaired,
clainms shall be satisfied fromthe bond in the follow ng order:

(a) Enployee labor and clains of I|aborers, including enployee
benefits;

(b) Clains for breach of contract by a party to the construction
contract;

(c) Registered or licensed subcontractors, material, and equi pnent;

(d) Taxes and contri butions due the state of WAshi ngton;

(e) Any court costs, interest, and attorneys' fees plaintiff nay be
entitled to recover. The surety is not |liable for any anount in excess
of the penal limt of its bond.

A paynment made by the surety in good faith exonerates the bond to
the extent of any paynent nade by the surety.

(5 The total anobunt paid from a bond or deposit required of a
general contractor by this section to claimnts other than residenti al
homeowners nust not exceed one-half of the bond amount. The tota
anmount paid froma bond or deposit required of a specialty contractor
by this section to claimnts other than residential honmeowners nust not
exceed one-half of the bond anmobunt or four thousand dollars, whichever
is greater.

(6) The prevailing party in an action filed under this section
agai nst the contractor and contractor's bond or deposit, for breach of
contract by a party to the construction contract involving a
residential honmeowner, is entitled to costs, interest, and reasonable
attorneys' fees. The surety upon the bond or deposit is not liable in
an aggregate anount in excess of the amobunt naned in the bond or
deposit nor for any nonetary penalty assessed pursuant to this chapter
for an infraction.

(7) If a final judgnent inpairs the liability of the surety upon
t he bond or deposit so furnished that there is not in effect a bond or
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deposit in the full anmount prescribed in this section, the registration
of the contractor is automatically suspended until the bond or deposit
liability in the required amount wuninpaired by unsatisfied judgnent
clainms is furnished.

(8 In lieu of the surety bond required by this section the
contractor may file with the departnent an assigned savings account,
upon formnms provided by the departnent.

(9) Any person having filed and served a summons and conpl ai nt as
required by this section having an unsatisfied final judgnent agai nst
the registrant for any itens referred to in this section may execute
upon the security held by the departnent by serving a certified copy of
the unsatisfied final judgnent by registered or certified mail upon the
departnment wthin one year of the date of entry of such judgnent. Upon
the recei pt of service of such certified copy the departnment shall pay
or order paid from the deposit, through the registry of the superior
court which rendered judgnent, towards the anobunt of the unsatisfied
judgnent. The priority of paynent by the departnent shall be the order
of receipt by the departnent, but the departnent shall have no
liability for paynment in excess of the anount of the deposit.

(10) Wthin ten days after resolution of the case, a certified copy
of the final judgnent and order, or any settlenment docunents where a
case is not disposed of by a court trial, a certified copy of the
di spositive settlenent docunents nmust be provided to the departnent by
the prevailing party. Failure to provide a copy of the final judgnent
and order or the dispositive settlenent docunents to the departnent
within ten days of entry of such an order constitutes a violation of
this chapter and a penalty adopted by rule of not |ess than two hundred
fifty dollars may be assessed against the prevailing party.

(11) The director may require an applicant applying to renew or
reinstate a registration or applying for a new registration to file a
bond of up to three tines the normally required anount, if the director
determ nes that an applicant, or a previous registration of a corporate
of ficer, owner, or partner of a current applicant, has had in the past
five years a total of three final judgnments in actions under this
chapter involving a residential single-famly dwelling on two or nore
di fferent structures.

(12) The director nay adopt rules necessary for the proper
adm ni stration of the security.
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31.

Sections 6 through 13 of this act take

Part headings used in this act are not any
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