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SENATE BI LL 6355

Passed Legislature - 1998 Regul ar Session
AS AMENDED BY THE HOUSE
State of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on

By Senators Wnsley, Prentice, Sellar, Heavey, Benton and Hale; by
request of Departnment of Financial Institutions

Read first time 01/16/98. Referred to Commttee on Financial
I nstitutions, |nsurance & Housi ng.

AN ACT Rel ating to share insurance for credit unions; anmendi ng RCW
31.12A. 007, 31.12.407, and 31.12.408; adding new sections to chapter
31. 12A RCW adding a new section to chapter 31.12 RCW and providing
expiration dates.

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

Sec. 1. RCW31l.12A. 007 and 1996 ¢ 5 s 4 are each anended to read
as follows:

(1) Menbers with a conposite capital, asset quality, nanagenent,
earnings, and liquidity rating by the departnment of three, four, or
five shall, by Septenber 1, 1996, file a:

(a) Conpl eted application for insurance of share accounts with the
national credit wunion admnistration to becone insured under the
federal share insurance program wth a copy pronptly forwarded to the
director by the applicant;

(b) Conpleted application to nerge into a credit union with the
di rector under RCW ((3%-32-695)) 31.12.461; or

(c) Detailed notice of liquidation of the credit union with the
di rector under RCW ((3%+32—+25)) 31.12.474.

p. 1 SB 6355. SL
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Menmbers wth a conposite capital adequacy, asset quality,
managenent, earnings, and liquidity rating of one or tw shal
acconplish one of the acts set forth in (a) through (c) of this
subsection by Decenber 1, 1996

Each nenber shall pronmptly forward a copy of the application or
notice to the association.

If a nmenber fails to file the application or notice as required by
this section the failure wll constitute an unsafe and unsound
condition or practice that seriously jeopardizes the interests of the
menber’s depositors and sharehol ders. The failure shall constitute
grounds for the director to i ssue a tenporary order under RCW31. 12. 595
requiring the nenber to conplete the application or notice and to take
such ot her action as the director deens necessary, and shall constitute
grounds for the director to issue a notice of charges under RCW
31.12.585.

(2) The associ ation’s guarantee of a nenber credit union wll cease
upon the earlier of: (a) The nenber’s conpletion of conversion to
i nsurance of share accounts under the federal share insurance program
or merger into a federally insured credit union, or liquidation, as
applicable; or (b) Decenber 31, 1998.

(3) If a nmenber whose application for insurance of share accounts
is approved by the national credit union admnistration fails to
conpl ete the insurance conversion in the tine allowed by the national
credit union admnistration, the failure will constitute an unsafe and
unsound condition or practice that seriously jeopardizes the interests
of the nenber’s depositors and sharehol ders. The failure shall
constitute grounds for the director to issue a tenporary order under
RCW31. 12.595 requiring the menber to conplete the i nsurance conver si on
and to take such other action as the director deens necessary, and
shal |l constitute grounds for the director to i ssue a notice of charges
under RCW31.12.585. The authority granted to the director under this
subsection may be exercised only after January 1, 1998.

(4) In addition to the action authorized in subsection (3) of this
section, if a nenber fails to obtain federal share insurance, nerge
into a federally insured credit union, or liquidate by Decenber 31,
1998, the director may appoint a liquidating agent, conservator, or
recei ver for ((the+nveluntarytHguidatien—-of)) the nenber under ((REW
31+-12675—and—31-312-685)) chapter 31.12 RCW as if the nenber were
insolvent, unless the nenber is insured or guaranteed by an interim

SB 6355. SL p. 2



© 00 N O Ol WDN P

[ = S S
a b WO N R O

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

share insurance or guaranty program approved by the director under
section 7 of this act.

(5) Menbers that obtain share insurance under the federal share
i nsurance program or nerge with a credit union insured under the
federal share insurance program shall continue to naintain their
contingency reserve under RCW31. 12A. 050, and capital reserve required
by the association, and shall continue to be liable for assessnents
under RCW31.12A. 090, as if they were nenbers, until Decenber 31, 1998.
The amount of these reserves is based on the nenber’s guaranteeable
out st andi ng share and deposit bal ances as of Decenber 31st of the year
prior to the conversion or nerger, as appropriate.

(6) The contingency and capital reserve required by the associ ation
shall be included as capital for determning conposite capital
adequacy, asset quality, nanagenent, and earnings and liquidity ratings
by regul atory authorities.

NEWSECTION. Sec. 2. A newsection is added to chapter 31.12A RCW
to read as foll ows:

(1) Definition. As usedinthis chapter, "qualified forner nenber”
means a nenber as of Decenber 31, 1995.

(2) Dissolution--Liquidation. The association shall dissolve
ef fective Decenber 31, 1998, and be fully |iquidated by Decenber 31,
2000, in accordance with a witten plan to be adopted by the

association’s board of directors and approved by the director.

(3) Effect of dissolution. (a) During the period of |iquidation,
t he association shall continue its existence but may not carry on any
busi ness except that appropriate to wind up and |iquidate its business
and affairs, including:

(1) Collecting its assets;

(1i) Converting to cashits properties that will not be distributed
i n Kind;

(1i1) Discharging or making provision for discharging its debts,
liabilities, and obligations; and

(tv) Distributing or making provision for the distribution of its
property and assets.

(b) After discharging or making provision for discharging al
debts, liabilities, and obligations, including but not limted to
paynment or provision for paynent of all contracted assistance or
guarantees, any renmaining property and assets of the association,

p. 3 SB 6355. SL
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including but not limted to funds representing the capital reserves
mai ntai ned by qualified former nenbers or their successors, shall be
distributed pro rata to qualified fornmer nenbers of the association or
their successors. The pro rata distribution shall be based on
guar ant eeabl e outstanding share and deposit balances of qualified
former nmenbers as of Decenber 31, 1995, except to the extent any
contracted assistance or guarantees with a qualified fornmer nmenber or
its successor expressly provides otherw se.

(4) Not affected by dissolution. The association’ s dissolution
does not:

(a) Transfer title to its property;

(b) Prevent transfer of its assets;

(c) Subject its directors or officers to standards of conduct ot her
than those prescribed in this chapter;

(d) Change quorumor voting requirenents for its board of directors
or menber credit unions; change provisions for selection, resignation,
or renoval of its directors or officers or both; or change provisions
for anending its byl aws;

(e) Prevent commencenent of a proceeding by or against it inits
nane; or

(f) Abate or suspend proceedi ngs pending by or against it or to
which it is a party as agent or otherwise on the effective date of
di ssol uti on.

(5) This section expires Decenber 31, 2000.

NEWSECTION. Sec. 3. A newsection is added to chapter 31.12A RCW
to read as foll ows:

(1) Notice to creditors--Mnner. The association shall wthin
thirty days after the effective date of dissolution give a notice to
the association’s creditors informng them of the dissolution and
requiring all those with clainms against the association to serve the
claimon the association within one hundred twenty days after the date
of the first publication of the notice, known and referred to as the
one hundred twenty-day |limtation period. This notice shall be given
as follows:

(a) The association wll give actual notice, as provided in
subsection (3) of this section, to the creditors that it knows of and
to those creditors who becone known to the association within the one
hundred twenty-day limtation period; and

SB 6355. SL p. 4
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(b) The association will cause the notice to be published once in
each week for three successive weeks in a | egal newspaper of general
circulation in the county in which the association’s principal place of
busi ness is | ocated.

Except as otherw se provided i n subsection (3) of this section, any
claimnot filed within the one hundred twenty-day limtation periodis
forever barred, if not already barred by any otherw se applicable
statute of limtations.

(2) Known and ascertainable creditors. The association shall
exercise due diligence within the one hundred twenty-day limtation
period to discover reasonably ascertainable «creditors of the
associ ati on. The association will have exercised due diligence in
ascertaining creditors upon (a) conducting, within the one hundred
twenty-day limtation period, a reasonable review of the association’s
books, records, accounts, resolutions, mnutes, and correspondence,
including correspondence received after the effective date of
dissolution, and financial records, including checkbooks, bank
statenents, etc., that are in the association’s possession or are
reasonably available to it, and (b) having made reasonable inquiry of
the association’ s directors, officers, enployees, and agents regarding
cl ai mant s. If the association conducts the review and nakes the
inquiry, it is presuned to have exercised reasonable diligence to
ascertain creditors of the association and creditors not ascertained in
the reviewor in an inquiry are presunmed not reasonably ascertai nable.
These presunptions may be rebutted only by clear, cogent, and
convi nci ng evidence. In any proceeding against the association
involving a late claim the association may, in addition to any other
met hods of proof available under the rules of evidence, prove the
reviewand inquiry by filing an affidavit or declaration to that effect
in the proceedi ng.

(3) Notice to creditors--Tine limts. The actual notice described
in subsection (1)(a) of this section, as to creditors known and those
becom ng known to the association wthin the one hundred twenty-day
[imtation period, shall be given to the creditors by personal service
or regular first class mail, addressed to the creditor’s |ast known
address, postage prepaid. The actual notice shall be given before the
| ater of the expiration of the one hundred twenty-day Iimtation period
or thirty days after any creditor becane known to the association
within the one hundred twenty-day limtation period. Any known

p. 5 SB 6355. SL
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creditor is barred unless the creditor has filed a claim as otherw se
provided in this section, wwthin the one hundred twenty-day limtation
period or within thirty days followng the date of actual notice to
that creditor, whichever is later. | f notice is given by mail, the
date of mailing shall be the date of notice.

(4) dains against the association--Tinme limts. \Wether or not
noti ce under subsection (1) of this section has been given or should
have been given, any person having a cl ai magai nst the associ ati on who
has not filed a claimwthin twelve nonths fromthe effective date of
the association’s dissolution shall be forever barred from nmaking a
cl aim agai nst the association, or commencing an action against the
association, if the claim or action is not already barred by any
ot herwi se applicable statute of [imtations. However, the twelve-nonth
[imtation does not apply to any clains where the associati on has not
gi ven the actual notice described in subsection (1) of this section and
during the twelve-nmonth period following the effective date of the
association’s dissolution, partial performance has been made on the
obligation underlying the claim An otherw se applicable statute of
[imtations applies without regard to the tolling provisions of RCW
4.16.190. Any claimfiled wthin twelve nonths fromthe effective date
of the association’s dissolution and not otherw se barred under this
chapter shall be made in the formand manner provi ded under subsection
(6) of this section, as if the notice under subsection (1) of this
section had been given.

(5) Deposit with state treasurer. Association assets that should
be transferred to a creditor or claimant of the association who cannot
be found or who is not conpetent to receive themmay be reduced to cash
and deposited with the state treasurer, and if the creditor or clai mant
furni shes satisfactory proof of entitlement to the anmount deposited,
the state treasurer or other appropriate state official shall pay that
person or that person’s representative that anount.

(6) Notice--Form Notice under RCW 31.12A. ---(1) (subsection (1)
of this section) shall be in substantially the follow ng form

Washi ngton Credit Union Share GQuaranty Association
(hereafter referred to as WCUSGA) has been di ssol ved by section
2 of this act. The effective date of dissolution is Decenber
31, 1998. Persons having cl ai ns agai nst WCUSGA nust, prior to
the time such clains would be barred by any otherw se
applicable statute of limtations, serve their clai ns on WCUSGA

SB 6355. SL p. 6
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at the address stated below within one hundred twenty days

after
under

t he date
t hose

(subsection 3
barred. C ai ns

of first publication of this notice or, except
provisions included in RCW 31.12A ---(3)
of this section), the claim wll be forever
subm tted nust contain the information required

bel ow.
DATE OF FI RST
PUBLI CATI ON:
WCUSGA ADDRESS: (Here designate WCUSCGA' s
address for notice purposes)

| NFORMATI ON REQUI RED | N CLAI M5:

1. The nane and address of the clai mant;

2. The nane, business address (if
different fromthat of the claimant),
and nature of authority of any person
signing the claim on behalf of the
cl ai mant ;

3. Awitten statenment of the facts or
circunstances constituting the basis
upon which the claimis submtted;

4. The anount of the claim and

5. \Whether the <claim is secured,
unl i qui dated or contingent, or not yet
due; the nature of the security; the
nature of any uncertainty; and the due
date of the claim Provided however,
That failure to describe correctly the
security, nature of any uncertainty,
or the due date of a claim not yet
due, i f such failure IS not
substantially msleading, does not
i nval i date the claim

(7) Alowance or rejection of clainms--Tine
rejection--Notification of rejection--Requirenents--Conpromse of
claim The associ ation nay accept clainms, reject cl
clainms in part and reject themin part.

limtations for

ai ms, or accept

SB 6355. SL



© 00 N O Ol WDN P

W W W W W W WwWwWWwWwWwWMNDNDNDNDNMDMNDNDNDNDNMNNMDNNMNMNNMNMNNNREPRPRPPRPPRPEPRPPERPPRPRPRERPR
© 00 N O Ol WNPEFEP O O 0w NO UG WODNPEFEP O O W NO O N - O

(a) If the association rejects a claim in whole or in part, it
shall notify the claimant of the rejection. |If the rejection is for
part of the claim the notification shall state the anmount of the claim
rejected and the amount of the claimaccepted. The notification shal
be by certified mail, postage prepaid, addressed to the claimant at the
claimant’s address stated in the claim if a person other than the
claimant signed the claimfor or on behalf of the claimnt, and that
person’s business address as stated inthe claimis different fromthat
of the claimant, notification of rejection shall also be made by
certified mail, postage prepaid, upon that person; the date of the
postmark is the date of notification. The notification of rejection
shal | advise the claimant, and the person making claimon his, her, or
its behalf, if any, that the claimant nust bring suit in the proper
court against the association within thirty days after notification of
rejection or before expiration of the tinme for serving and filing
cl ai rs agai nst the association, whichever period is |onger, and that
otherwise the claimw || be forever barred.

(b) The association may, either before or after rejection of any
claim conpromse the claim whether due or not, absolute or
contingent, or liquidated or wunliquidated, if it appears to the
associ ation that such a conpromse is in its best interests.

(8) Effect of acceptance. Every claimthat has been accepted by
the association shall be ranked anong the association’ s acknow edged
debts to be paid in the course of |iquidation.

(9) Suit on rejected claim Wen a claimis rejected by the
associ ation, the holder nust bring suit in the proper court against the
association within thirty days after notification of the rejection or
before expiration of the time for serving and filing cl ains agai nst the
associ ati on, whichever periodis |onger, otherwise the claimis forever
barr ed.

(10) Qutlawed clains. No claimthat is barred by the statutes of
limtation shall be accepted by the association or by a court.

(11) dainms nmust be presented. A holder of any clai magainst the
associ ation shall not maintain an action thereon unless the claimhas
been first presented as provided in this chapter.

(12) Partial acceptance of claim-Costs. Whenever any claimis
presented to the association and a part thereof Iis accepted, as
reflected in the association’s notice of rejection, and if the cl ai mant
rejects the anount so offered by the association in satisfaction of the

SB 6355. SL p. 8
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claim the claimant shall recover no costs in any action brought
agai nst the association unless the claimant’s recovery, exclusive of

interest and costs, is greater than the anmount accepted by the
associ ati on.

(13) Judgnent agai nst association--Paynment. [|If any judgnent has
been rendered against the association prior to the effective date of
its dissolution, no execution shall issue thereon after the effective
date of its dissolution. The claim shall be presented to the

association as any other claim but need not be supported by the
information otherwise required to be included in creditors’ clainms. |If
the claimis justly due and unsatisfied, it shall be paid in due course
of liquidation. |If thereis alien on any property of the association,
that property may be sold for the satisfaction of the lien, and the
officer making the sale shall account to the association for any
sur pl us.
(14) This section expires Decenber 31, 2000.

NEW SECTI ON. Sec. 4. A newsection is added to chapter 31.12A RCW
to read as foll ows:

(1) After the dissolution and |iquidation of the association have
been conpleted in accordance wth this chapter, an officer of the
associ ation shall execute articles of dissolution and file the articles
with the director. The articles of dissolution shall set forth:

(a) The nane of the association;

(b) The approved plan for the dissolution of the association;

(c) That all debts, liabilities, and obligations of the association
have been paid and di scharged or that adequate provision has been made
in accordance with this chapter

(d) That all the remaining property and assets of the association
have been transferred, conveyed, or distributed, or that adequate
provi sion has been made in accordance with this chapter;

(e) That there are no suits pendi ng agai nst the association in any
court or, if any suits are pending against it, that adequate provision
has been made for the satisfaction of any judgnent, order, or decree
whi ch may be entered; and

(f) That a copy of a revenue clearance certificate issued under
chapter 82.32 RCW if applicable, is included.

p. 9 SB 6355. SL
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Upon the filing of the articles of dissolution with the director,
the dissolution and |iquidation of the association shall be deened
conpl et e.

(2) This section expires Decenber 31, 2000.

Sec. 5. RCW31.12.407 and 1996 ¢ 5 s 5 are each anended to read as
fol | ows:

Credit unions nust be insured by the federal share insurance
program under the national credit union adm nistration, or be insured
or guaranteed by an interim share insurance or guaranty program

approved by the director under section 7 of this act, on or before

December 31, 1998.

Sec. 6. RCW31.12.408 and 1996 ¢ 5 s 6 are each anended to read as
fol |l ows:

(1) After Decenber 31, 1998, credit unions nust be insured under
the federal share insurance program or an equival ent share insurance
program as defined in this section, or an interim share insurance or
guaranty program approved by the director under section 7 of this act.

For the purposes of this section an equival ent share i nsurance program
is a program that: (a) Holds reserves proportionately equal to the
federal share insurance program (b) maintains adequate reserves and
access to additional sources of funds through replenishnent features,
rei nsurance, or other sources of funds; and (c) has share insurance
contracts that reflect a national geographic diversity.

(2) Before any credit union may insure its share deposits with a
share insurance program other than (a) the federal share insurance
programor (b) an interimshare insurance or guaranty program approved
under section 7 of this act, the director nmust make a finding that the
alternative share insurance program neets the standards set forth in
this section, following a public hearing and a report on the basis for
such finding to the appropriate standing commttees of the | egislature.
Al such findings shall be nmade before Decenber 1st of any year and
shall not take effect until the end of the regular |egislative session
of the follow ng year.

(3) Any alternative share insurance program approved under this
section shall be reviewed annually by the director to determ ne whet her
the program currently neets the standards in this section. The
director shall prepare a witten report of his or her findings

SB 6355. SL p. 10
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i ncl udi ng supporting anal ysis and forward the report to the appropriate
standing conmttees of the legislature. |If the director finds that the
alternative share insurance program does not currently neet the
standards of this section the director shall notify all credit unions
that insure their shares under the alternative share i nsurance program
and shall include notice of a public hearing for the purpose of
recei ving cooment on the director’s finding. Follow ng the hearing the
director may either rescind his or her finding or reaffirmthe finding
that the alternative share insurance program does not neet the

standards in this section. |If the finding is reaffirnmed, the director
shall order all credit unions whose shares are insured with the
alternative share insurance program to file, i mredi at el vy, an

application with the national credit union adm nistration to convert to
the federal share insurance program

NEW SECTION. Sec. 7. A new section is added to chapter 31.12 RCW
to read as foll ows:

(1) A credit union with a conposite capital adequacy, asset
quality, managenent, earnings, and liquidity rating of one or two,
whi ch has filed a conpl eted application for i nsurance of share accounts
with the national credit union adm nistration in conpliance with RCW
31.12A.007(1), and which has not been approved for such insurance by
Septenber 30, 1998, may obtain a form of interim share insurance or
guaranty substantially simlar to the coverage of the federal share
i nsurance program wth the prior approval of the director, for the
period from Decenber 31, 1998, through July 1, 2001. An interimshare
i nsurance or guaranty program approved by the director under this
section is not subject to RCW31.12. 408.

(2) If a credit union insured or guaranteed by an interim share
i nsurance or guaranty program approved by the director under this
section fails to obtain federal share i nsurance, nerge into a federally
insured credit union, or liquidate by July 1, 2001, or fails to obtain
i nsurance under an equivalent share insurance program under RCW
31.12.408 by July 1, 2001, the director may appoint a |iquidating
agent, conservator, or receiver for the credit union under this chapter
as if the credit union were insolvent.

(3) This section expires Septenber 1, 2001.

p. 11 SB 6355. SL



N

A W

NEW SECTI1 ON.

2000.

NEW SECTI O\

2001.

Sec.

Sec.

8.

9.

Section 1 of this act expires Decenber 31,

Sections 5 and 6 of this act expire July 1,

Passed the Senate March 7, 1998.

Passed the House February 27, 1998.

Approved by the Governor March 23, 1998.

Filed in OOfice of Secretary of State March 23, 1998.
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