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SUBSTI TUTE SENATE BI LL 5058

Passed Legislature - 1999 Regul ar Session
St ate of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on

By Senate Commttee on Commerce, Trade, Housing & Financia
Institutions (originally sponsored by Senators Prentice and Wnsl ey; by
request of Departnment of Financial Institutions)

Read first tine 02/02/1999.

AN ACT Relating to the establishment and authority to conduct the
business of state-chartered financial institutions; amending RCW
30. 08. 020, 30.08.080, 32.04.020, 32.04.082, 32.08.140, 32.08.142,
32.08. 146, 32.12.020, 32.12.090, 32.16.040, 32.16.050, 32.20.010,
32.20.020, 32.20.330, 32.20.400, 32.20.445, 32.32.500, 32.32.520,
32.34.010, 32.34.020, and 32.34.060; reenacting and anmending RCW
32.04.080 and 32.04.085; adding a new section to chapter 32.20 RCW
adding a new section to chapter 32.34 RCW adding a new chapter to
Title 32 RCW and repealing RCW 32. 20. 160.

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

NEWSECTION. Sec. 1. Wen authorized by the director, one or nore
natural persons, citizens of the United States, may i ncorporate a stock
savi ngs bank in the manner prescribed under this chapter. No stock
savi ngs bank may incorporate for |ess anmount nor comence business
unless it has a paid-in capital stock, surplus and undivided profits in
the anmount as may be determ ned by the director after consideration of
the proposed |ocation, managenent, and the population and economc
characteristics for the area, the nature of the proposed activities and
operation of the stock savings bank, and ot her factors deened perti nent
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by the director. Before comencing business, each stock savi ngs bank
shall have subscribed and paid into it in the same manner as is
required for capital stock, an anpbunt equal to at |east ten percent of
the capital stock required, that shall be carried in the undivided
profit account and may be used to defray organi zation and operating
expenses of the conpany. Any sumnot so used shall be transferred to
the surplus fund of the conpany before any dividend shall be declared
to the stockhol ders.

NEW SECTI ON. Sec. 2. Persons desiring to incorporate a stock
savi ngs bank shall file with the director a notice of their intention
to organize a stock savings bank in such form and containing such
information as the director shall require, together with proposed
articles of incorporation, which shall be submtted for exam nation to
the director at his or her office.

The proposed articles of incorporation shall state:

(1) The nane of the stock savings bank;

(2) The city, village, or locality and county where the head office
of the corporation is to be |ocated,

(3) The nature of its business, that of a stock savings bank;

(4) The amount of its capital stock, which shall be divided into
shares of a par or no par value as may be provided in the articles of
i ncor poration;

(5) The nanes and pl aces of residence and mailing addresses of the
persons who as directors are to nmanage the corporation until the first
annual neeting of its stockhol ders;

(6) If there is to be preferred or special classes of stock, a
statenment of preferences, voting rights, if any, limtations and
relative rights in respect of the shares of each class; or a statenent
that the shares of each class shall have the attributes as shall be
determ ned by the stock savings bank’s board of directors fromtine to
time wwth the approval of the director;

(7) Any provision granting the sharehol ders the preenptive right to
acquire additional shares of the stock savings bank and any provision
granting shareholders the right to cunmulate their votes;

(8 Any provision, not inconsistent wth Jlaw, which the
incorporators elect to set forth in the articles of incorporation for
the regulation of the affairs of the corporation, including any
provision restricting the transfer of shares, any provi si on whi ch under

SSB 5058. SL p. 2
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this title is required or permtted to be set forth in the byl aws, and
any provision permtted by RCW 23B. 17. 030;

(9) Any provision the incorporators elect to so set forth, not
inconsistent with | aw or the purposes for which the stock savings bank
IS organized, or any provision [imting any of the powers granted in
this title.

It is not necessary to set forth in the articles of incorporation
any of the corporate powers granted in this title. The articles of
i ncorporation shall be signed by all of the incorporators.

NEWSECTION. Sec. 3. Wen the notice of intention to organi ze and
proposed articles of incorporation conplying with section 2 of this act
have been received by the director, together with the fees required by
law, the director shall ascertain fromthe best source of information
at his or her command and by such investigation as he or she nay deem
necessary, whet her the character, responsibility and general fitness of
t he persons naned in the articles are such as to command confi dence and
warrant belief that the business of the proposed stock savings bank
will be honestly and efficiently conducted in accordance with the
intent and purpose of this title, whether the resources in the
nei ghbor hood of such place and in the surrounding country afford a
reasonabl e prom se of adequate support for the proposed stock savings
bank, and whet her the proposed stock savings bank is being forned for
other than the legitimte objects covered by this title.

NEWSECTION. Sec. 4. After the director is satisfied of the above
facts, and, within six nonths of the date the notice of intention to
organi ze has been received in his or her office, the director shal
notify the incorporators to file executed articles of incorporation
with the director in triplicate. Unless the director otherw se
consents in witing, such articles shall be in the same formand shal
contain the sane information as the proposed articles and shall be
filed wwth the director wthin ten days of such notice. Wthin thirty
days after the receipt of such articles of incorporation, the director
shall endorse upon each of the copies, over his or her official
signature, the word "approved," or the word "refused,” with the date of
such endorsenent. In case of refusal the director shall imrediately
return one of the copies, so endorsed, together with a statenent
expl aining the reason for refusal to the person fromwhomthe articles

p. 3 SSB 5058. SL
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were received, which refusal shall be <conclusive, unless the
incorporators, within ten days of the issuance of such notice of
refusal, shall request a hearing pursuant to the admnistrative
procedure act, chapter 34.05 RCW

NEW SECTI ON. Sec. 5. In case of approval the director shall
i mredi ately give notice to the proposed incorporators and file one of
the copies of the articles of incorporation in his or her own office,
and shall transmt another copy to the secretary of state, and the | ast
to the incorporators. Upon receipt fromthe proposed incorporators of
the fees as are required for filing and recording other articles of
incorporation, the secretary of state shall file and record the
articles. Upon the filing of articles of incorporation approved by the
director with the secretary of state, all persons named in the articles
and their successors shall becone and be a corporation, which shal
have t he powers and be subject to the duties and obligations prescribed
by this title, and whose existence shall continue fromthe date of the
filing of such articles until termnated pursuant to |aw, but such
corporation shall not transact any business except as is necessarily
prelimnary to its organization until it has received a certificate of
authority.

NEW SECTION. Sec. 6. A stock savings bank anending its articles
of incorporation shall deliver articles of anmendnent to the director
for filing as required for articles of incorporation. The articles of
amendnment shall set forth:

(1) The nane of the stock savings bank;

(2) The text of each anendnment adopt ed;

(3) The date of each anendnent’s adopti on;

(4) If the amendnent was adopted by the incorporators or board of
directors w thout sharehol der action, a statenent to that effect and
t hat sharehol der action was not required; and

(5 |If shareholder action was required, a statenent that the
anendnent was duly approved by the sharehol ders in accordance with the
provi si ons of RCW 32. 32. 490.

NEW SECTI ON. Sec. 7. Before any stock savings bank is authorized
to do business, and wthin ninety days after approval of the articles
of incorporation or such other tine as the director may allow, it shal

SSB 5058. SL p. 4
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furni sh proof satisfactory to the director that such corporation has a
paid-in capital in the amount determ ned by the director, that the
requi site surplus or reserve fund has been accunul ated or paid in cash,
and that it has in good faith conplied with all the requirenents of |aw
and fulfilled all the conditions precedent to comrencing business
i nposed by this title. |If so satisfied, and within thirty days after
recei pt of such proof, the director shall issue under his or her hand
and official seal, in triplicate, a certificate of authority for such
corporation. The certificate shall state that the nanmed corporation
has conplied with the requirenents of law and that it is authorized to
transact the business of a stock savings bank. However, the director
may make his or her issuance of the certificate to a stock savi ngs bank
aut hori zed to accept deposits, conditional upon the granting of deposit
i nsurance by the federal deposit insurance corporation, and in such
event, shall set out such conditionin a witten notice which shall be
delivered to the corporation.

One of the triplicate certificates shall be transmtted by the
director to the corporation and one of the other two shall be filed by
the director in the office of the secretary of state and shall be
attached to the articles of incorporation. However, if the issuance of
the certificate is nmade conditional upon the granting of deposit
i nsurance by the federal deposit insurance corporation, the director
shall not transmt or file the certificate until such condition is
satisfied.

NEW SECTI ON. Sec. 8. Every corporation authorized by the | aws of
this state to do business as a stock savings bank, which corporation
shal |l have failed to organi ze and commence busi ness within six nonths
after certificate of authority to commence busi ness has been issued by
the director, shall forfeit its rights and privileges as such
corporation, which fact the director shall certify to the secretary of
state, and such certificate of forfeiture shall be filed and recorded
in the office of the secretary of state in the sane manner as the
certificate of authority. However, the director may, upon show ng of
cause satisfactory to himor her, issue an order under his or her hand
and seal extending for not nore than three nonths the tinme within which
such organi zati on may be effected and busi ness commenced, such order to
be transmtted to the office of the secretary of state and filed and
recor ded.

p. 5 SSB 5058. SL
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NEW SECTION. Sec. 9. At any tine not |ess than one year prior to
the expiration of the tinme of the existence of any nutual savings bank
or stock savings bank, it may by witten application to the director,
signed and verified by a magjority of its directors and approved in
witing by the owners of not | ess than two-thirds of its capital stock,
apply to the director for l|eave to file anended articles of
i ncorporation, extending its time of existence. Prior to acting upon
such application, the director shall make such investigation of the
applicant as he or she deens necessary. If the director determ nes
that the applicant is in sound condition, that it is conducting its
busi ness in a safe manner and in conpliance wth | aw and that no reason
exists why it should not be permtted to continue, he or she shal
issue to the applicant a certificate authorizing it to file amended
articles of incorporation extending the tine of its existence unti
such tinme as it be dissolved by the act of its sharehol ders owni ng not

less than two-thirds of its stock, or wuntil its certificate of
authority becones revoked or forfeited by reason of violation of |aw,
or until its affairs be taken over by the director for |egal cause and

finally wound up by himor her. OQherwse the director shall notify
the applicant that he or she refuses to grant such certificate. The
applicant may appeal from such refusal in the sanme manner as in the
case of a refusal to grant an original certificate of authority.
O herwi se the determ nation of the director shall be concl usive.

Upon receiving a certificate, as hereinabove provided, the
applicant may file anended articles of incorporation, extending the
time of its existence for the term authorized, to which shall be
attached a copy of the certificate of the director. Such articles
shall be filed in the sane manner and upon paynent of the sane fees as
for original articles of incorporation.

Should any nutual savings bank or stock savings bank fail to
continue its existence in the manner provided and be not previously
di ssolved, the director shall at the end of its original term of
exi stence immedi ately take possession of the corporation and wind up
its affairs in the sanme nmanner as in the case of insolvency.

NEW SECTI ON. Sec. 10. (1) Shares of a stock savings bank may, but
need not be, represented by certificates. Unless this title expressly
provi des otherwi se, the rights and obligations of shareholders are
i dentical whether or not their shares are represented by certificates.

SSB 5058. SL p. 6
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At a mninum each share certificate nust state the information
required to be stated and nust be signed as provided i n RCW 23B. 06. 250
and/ or 23B. 06.270 for corporations.

(2) Unless the articles of incorporation or bylaws provide
ot herw se, the board of directors of a stock savi ngs bank may aut hori ze
the issue of sone or all of the shares of any or all of its classes or
series wthout certificates. The authorization does not affect shares
al ready represented by certificates until they are surrendered to the
stock savi ngs bank.

(3) Wthin a reasonable tine after the issue or transfer of shares
W t hout certificates, the stock savings bank shall send t he sharehol der
a witten statenent of the information required to be stated on
certificates under subsection (1) of this section

Sec. 11. RCW30.08.020 and 1995 ¢ 134 s 3 are each anended to read
as follows:

Persons desiring to incorporate a bank or trust conpany shall file
with the director a notice of their intention to organi ze a bank or
trust conpany in such form and containing such information as the
director shall prescribe by rule, together with proposed articles of
i ncor poration, which shall be submtted for exam nation to the director
at his or her office ((HA—Gympia)).

The proposed articles of incorporation shall state:

(1) The nane of such bank or trust conpany.

(2) The city, village or locality and county where the head office
of such corporation is to be | ocated.

(3) The nature of its business, whether that of a comercial bank,
or a trust conpany.

(4) The amount of its capital stock, which shall be divided into
shares of a par or no par value as may be provided in the articles of
i ncor poration.

(5) The names and pl aces of residence and mailing addresses of the
persons who as directors are to manage the corporation until the first
annual neeting of its stockhol ders.

(6) If there is to be preferred or special classes of stock, a
statenment of preferences, voting rights, if any, limtations and
relative rights in respect of the shares of each class; or a statenent
that the shares of each class shall have the attributes as shall be

p. 7 SSB 5058. SL
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determ ned by the bank’s board of directors fromtine to tinme with the
approval of the director.

(7) Any provision granting the sharehol ders the preenptive right to
acquire additional shares of the bank and any provision granting
sharehol ders the right to cunulate their votes.

(8 Any provision, not inconsistent wth Jlaw, which the
incorporators elect to set forth in the articles of incorporation for
the regulation of the affairs of the corporation, including any
provision restricting the transfer of shares, any provi si on whi ch under
this titleis required or permtted to be set forth in the byl aws, and
any provision permtted by RCW 23B. 17. 030.

(9) Any provision the incorporators elect to so set forth, not
i nconsistent with | aw or the purposes for which the bank is organi zed,
or any provision limting any of the powers granted in this title.

It shall not be necessary to set forth in the articles of
i ncorporation any of the corporate powers granted in this title. The
articles of incorporation shall be signed by all of the incorporators.

Sec. 12. RCW30.08.080 and 1994 c 92 s 49 are each anended to read
as follows:

At any tinme not |less than one year prior to the expiration of the
time of the existence of any bank((;)) or trust conpany ((er—mutual
savihgs—bank)), it may by witten application to the director, signed
and verified by a majority of its directors and approved in witing by
the owners of not less than two-thirds of its capital stock, apply to
the director for leave to file anended articles of incorporation

extending its tinme of existence. Prior to acting upon such
application, the director shall nake such investigation of the
applicant as he or she deens necessary. If the director determ nes

that the applicant is in sound condition, that it is conducting its
busi ness in a safe manner and in conpliance wth | aw and that no reason
exists why it should not be permtted to continue, he or she shal
issue to the applicant a certificate authorizing it to file amended
articles of incorporation extending the tinme of its existence unti
such tinme as it be dissolved by the act of its sharehol ders owni ng not

less than two-thirds of its stock, or wuntil its certificate of
authority becones revoked or forfeited by reason of violation of |aw,
or until its affairs be taken over by the director for |egal cause and

finally wound up by himor her. Qherwise the director shall notify

SSB 5058. SL p. 8
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the applicant that he or she refuses to grant such certificate. The
applicant may appeal from such refusal in the sanme manner as in the
case of a refusal to grant an original certificate of authority.
O herwi se the determ nation of the director shall be concl usive.

Upon receiving a certificate, as hereinabove provided, the
applicant may file anended articles of incorporation, extending the
time of its existence for the term authorized, to which shall be
attached a copy of the certificate of the director. Such articles
shall be filed in the sane manner and upon paynent of the sanme fees as
for original articles of incorporation.

Shoul d any bank((5)) or trust conpany ((er—utual—savihgs—bank))
fail to continue its existence in the manner herein provi ded and be not
previously dissolved, the director shall at the end of its origina
term of existence imedi ately take possession thereof and wi nd up the
sane in the sane manner as in the case of insolvency.

Sec. 13. RCW32.04.020 and 1997 ¢ 101 s 5 are each anended to read
as follows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout this title.

(1) The use of the term "savings bank" or "nmutual savings bank"
refers to ((#utual)) savings banks ((and)) organized under chapter
32.08 or chapter 32.-- RCW (sections 1 through 10 of this act) or
converted ((rutual—savings—banks—enly)) under chapter 32.32 or 33.44
RCW

(2) The use of the words "mutual savings" as part of a nanme under
whi ch busi ness of any kind is or may be transacted by any person, firm
or corporation, except such as were organi zed and in actual operation
on June 9, 1915, or as nmay be thereafter ((erganized—and)) operated
under the requirenents of this title is hereby prohibited.

(3) The use of the term "director” refers to the director of
financial institutions.

(4) The use of the word "branch" refers to an established office or
facility other than the principal office, at which enployees of the
savi ngs bank take deposits. The term "branch"” does not refer to a
machi ne permtting custonmers to |l eave funds in storage or conmunicate
w th savings bank enployees who are not |ocated at the site of that
machi ne, unless enployees of the savings bank at the site of that
machi ne take deposits on a regul ar basis. An office of an entity other

p. 9 SSB 5058. SL
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than the savings bank is not established by the savings bank,
regardl ess of any affiliation, accommodation arrangenent, or other
rel ati onship between the other entity and the savi ngs bank.

Sec. 14. RCW32.04.080 and 1994 ¢ 256 s 95 and 1994 c 92 s 297 are
each reenacted and anended to read as fol |l ows:
A nmutual savings bank may provide for pensions or retirenent

benefits for its disabled or superannuated enployees or health

i nsurance benefits for its enployees and may pay a part or all of the

cost of providing such pensions or benefits in accordance with a plan
adopted by its board of trustees or a board conmttee, none of whose
nenbers is an officer of the bank. The board of trustees of a savings

bank or such a committee of the board may set aside from current
earni ngs reserves in such anounts as the board or the commttee shal
deemwi se to provide for the paynent of future pensions or benefits.

Sec. 15. RCW32.04.082 and 1957 ¢ 80 s 7 are each anended to read
as follows:

Wth respect to pension paynents or retirenment or health i nsurance
benefits payabl e by a mutual savi ngs bank to any enpl oyee heretofore or
hereafter retired, such bank may waive all or any part of any offsets
thereto attributable to social security benefits receivable by such
enpl oyee.

Sec. 16. RCW32.04.085 and 1994 c 256 s 96 and 1994 ¢ 92 s 298 are
each reenacted and anmended to read as foll ows:

Any pension paynent or retirenment or health insurance benefits
payabl e by a nutual savings bank to a fornmer officer or enpl oyee, or to
a person or persons entitled thereto by virtue of service perfornmed by
such officer or enployee, in the discretion of a mgjority of all the
trustees of such bank, may be supplenented fromtine to tine. The
board of trustees of a savings bank or a board commttee, none of whose
nenbers is an officer of the bank, may set aside fromcurrent earnings,
reserves in such amounts as the board or the conmttee shall deem
appropriate to provide for the paynents of future supplenental
payment s.

Sec. 17. RCW32.08.140 and 1996 c 2 s 23 are each anended to read
as foll ows:

SSB 5058. SL p. 10
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Every nutual savi ngs bank i ncorporated under this title shall have,
subject to the restrictions and limtations contained in this title,
the foll owi ng powers

(1) To receive deposits of noney, to invest the sanme in the
property and securities prescribed inthis title, to declare dividends
in the manner prescribed inthis title, and to exercise by its board of
trustees or duly authorized officers or agents, subject to law, all
such incidental powers as shall be necessary to carry on the business
of a savi ngs bank.

(2) To issue transferable certificates showing the anounts
contributed by any i ncorporator or trustee to the guaranty fund of such
bank, or for the purpose of paying its expenses. Every such
certificate shall show that it does not constitute a liability of the
savi ngs bank, except as otherwi se provided in this title.

(3) To purchase, hold and convey real property as prescribed in RCW
32. 20. 280.

(4) To pay depositors as hereinafter provided, and when requested,
pay them by drafts upon deposits to the credit of the savings bank in
any city in the United States, and to charge current rates of exchange
for such drafts.

(5) To borrow noney in pursuance of a resolution adopted by a vote
of a mpjority of its board of trustees duly entered upon its m nutes
whereon shall be recorded by ayes and noes the vote of each trustee,
for the purpose of repaying depositors, and to pledge or hypothecate
securities as collateral for |oans so obtained. | medi ate witten
notice shall be given to the director of all amunts so borrowed, and
of all assets so pl edged or hypot hecat ed.

(6) Subject to such regulations and restrictions as the director
finds to be necessary and proper, to borrow noney in pursuance of a
resolution, policy, or other governing docunent adopted by ((a—vete—-of

a—ﬁareF+%y—e#)) its board of trustees ((dH#y—eﬂ%eFed—Hpeﬂ—+%S—ﬂ+ﬂH%€S
ee) ),

for purposes other than that of repaying dep05|tors and to pl edge or
hypot hecate its assets as collateral for any such | oans, provided that
no anmount shall at any tine be borrowed by a savings bank pursuant to
this subsection (6), if such anobunt, together with the anount then
remai ni ng unpai d upon prior borrow ngs by such savi ngs bank pursuant to
this subsection (6), exceeds thirty percent of the assets of the
savi ngs bank.

p. 11 SSB 5058. SL
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The sale of securities or |oans by a bank subject to an agreenent
to repurchase the securities or loans shall not be considered a
borrowi ng. Borrow ngs fromfederal, state, or nunicipal governnents or
agencies or instrunentalities thereof shall not be subject to the
limts of this subsection.

(7) To collect or protest prom ssory notes or bills of exchange
owned by such bank or held by it as collateral, and remt the proceeds
of the collections by drafts upon deposits to the credit of the savings
bank in any city inthe United States, and to charge the usual rates or
fees for such collection and remttance for such protest.

(8 To sell gold or silver received in paynent of interest or
princi pal of obligations owed by the savings bank or from depositors
in the ordinary course of business.

(9) To act as insurance agent for the purpose of witing fire
i nsurance on property in which the bank has an insurable interest, the
property to be located in the city in which the bank is situated and in
t he i medi at e conti guous suburbs, notw t hst andi ng anyt hi ng i n any ot her
statute to the contrary.

(10) To let vaults, safes, boxes or other receptacles for the
saf ekeeping or storage of personal property, subject to laws and
regul ations applicable to, and with the powers possessed by, safe
deposit conpani es.

(11) To elect or appoint in such manner as it nay determ ne al
necessary or proper officers, agents, boards, and conmttees, to fix
their conpensation, subject to the provisions of this title, and to
define their powers and duties, and to renove themat wll.

(12) To make and anmend bylaws consistent with law for the
managenent of its property and the conduct of its business.

(13) To wind up and liquidate its business in accordance with this
title.

(14) To adopt and use a commopn seal and to alter the sane at
pl easur e.

(15) To exercise any other power or authority perm ssible under
applicable state or federal |aw exercised by other savings banks or by
savi ngs and | oan associ ations with branches in Washington to the sane
extent as those savings institutions if, in the opinion of the
director, the exercise of these powers and authorities by the other
savings institutions affects the operations of savings banks in
Washi ngton or affects the delivery of financial services in Washi ngton.

SSB 5058. SL p. 12
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(16) To exercise the powers and authorities conferred by RCW
30. 04. 215( (+—

(17) To exercise the powers and authorities that may be carried on
by a subsidiary of the nmutual savings bank that has been determ ned to
be a prudent investnent pursuant to RCW 32.20. 380.

(18) To do all other acts authorized by this title.

(19) To exercise the powers and authorities that may be exercised

by an insured state bank in conpliance with 12 U.S.C. Sec. 183la.

Sec. 18. RCW32.08.142 and 1996 ¢ 2 s 24 are each anended to read
as follows:

Not wi t hst andi ng any restrictions, limtations, and requirenments of
law, in addition to all powers, express or inplied, that a nutua
savi ngs bank has under the laws of this state, a nutual savings bank
shall have the powers and authorities that a federal nutual savings
bank had on July 28, 1985, or a subsequent date not |ater than ((June
6—2996)) the effective date of this act. As used in this section

"powers and authorities"™ include wthout Ilimtation powers and
authorities in corporate governance matters.
The restrictions, limtations, and requirenents applicable to

specific powers or authorities of federal nutual savings banks shal
apply to nutual savings banks exercising those powers or authorities
permtted under this section but only insofar as the restrictions,
limtations, and requirenments relate to exercising the powers or
authorities granted nutual savings banks solely under this section.

Sec. 19. RCW32.08.146 and 1996 ¢ 2 s 25 are each anended to read
as follows:

A mutual savings bank may exercise the powers and authorities
granted, after ((June—6,—21996)) the effective date of this act, to
federal nutual savings banks or their successors under federal |aw,
only if the director finds that the exercise of such powers and
authorities:
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(1) Serves the convenience and advantage of depositors and
borrowers; and

(2) Maintains the fairness of conpetition and parity between state-
chartered savi ngs banks and federal savings banks or their successors
under federal |aw

As used in this section, "powers and authorities" include wthout
limtation powers and authorities in corporate governance nmatters.

The restrictions, limtations, and requirenents applicable to
specific powers or authorities of federal nutual savings banks or their
successors under federal l|aw shall apply to nutual savings banks
exerci sing those powers or authorities permtted under this section but
only insofar as the restrictions, limtations, and requirenments rel ate
to exercising the powers or authorities granted nutual savings banks
sol ely under this section.

Sec. 20. RCW32.12.020 and 1996 ¢ 2 s 27 are each anended to read
as follows:

The sunms deposited with any savings bank, together with any
dividends or interest credited thereto, shall be repaid to the
depositors thereof respectively, or to their |egal representatives,
after demand in such manner, and at such tinmes, and under such
regul ations, as the board of trustees shall prescribe, subject to the
provisions of this section and chapter 30.22 RCW These regul ations
shal |l be available to depositors upon request, and shall be posted in
a conspicuous place in the principal office and each branch in this
state or, if the regulations are not so posted, a description of
changes in the regul ations after an account is opened shall be mailed
to depositors pursuant to 12 U S.C. Sec. 4305(c) or otherw se. Al
such rules and regulations, and all anendnents thereto, fromtine to
time in effect, shall be binding upon all depositors.

(1) Such bank may at any tinme by a resolution of its board of
trustees require a notice of not nore than six nonths before repayi ng
deposits, in which event no deposit shall be due or payable until the
required notice of intention to withdraw the same shall have been
personally given by the depositor: PROVI DED, That such bank at its
option may pay any deposit or deposits before the expiration of such
notice. But no bank shall agree with its depositors or any of themin
advance to waive the requirenent of notice as herein provided:

SSB 5058. SL p. 14
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PROVI DED, That the bank may create a special class of depositors who
shall be entitled to receive their deposits upon demand.

(2) ((Bxeept—as—providedin—subdivstons{(3)—(4)—and{5—ofthis
seet+oen)) The savi ngs bank ((shalHt—net)) may pay ((any)) dividend((7))
or interest, or repay a deposit((s)) or portion thereof, ((er)) upon
receipt of information in witten, oral, visual, electronic, or other
form satisfactory to such bank, that the recipient is entitled to
receipt, and may pay any check drawn upon it by a depositor ((unless

Sec. 21. RCW 32.12.090 and 1994 c 256 s 101 are each anended to
read as fol |l ows:
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(1) Every savings bank shall regulate the rate of interest upon the
anounts to the credit of depositors therewith, in such nmanner that
depositors shall receive as nearly as may be all the earnings of the
bank after transferring the anount required by RCW 32.08. 120 and such
further anmbunts as its trustees may deem it expedient and for the
security of the depositors to transfer to the guaranty fund, which to
t he amobunt of ten percent of the anmount due its depositors the trustees
shal | gradually accunul ate and hol d. Such trustees may al so deduct
fromits net earnings, and carry as reserves for |osses, or other
contingencies, or as undivided profits, such additional sunms as they
may deem w se.

(2) Every savings bank may cl assify its depositors according to the
| ocal market, character, anount, regularity, or duration of their
dealings with the savings bank, and may regulate the interest in such
manner that each depositor shall receive the sane ratable portion of
interest as all others of his or her class.

(3) Uninpaired contributions to the initial guaranty fund and to
t he expense fund, nmade by the incorporators or trustees of a savings
bank, shall be entitled to have dividends apportioned thereon, which
may be credited and paid to such incorporators or trustees.

Whenever the guaranty fund of any savings bank is sufficiently
|arge to permt the return of such contributions, the contributors may
receive interest thereon not theretofore credited or paid at the sane
rate paid to depositors.

(4) A savings bank may pay interest on deposits at such rates as
its board or a commttee or officer designated by the board shall from
time to tine determ ne.

(5) The trustees of any savings banks, other than a stock savi ngs
bank, whose undivided profits and guaranty fund, determined in the
manner prescribed in RCW 32.12.070, anount to nore than twenty-five
percent of the anmount due its depositors, shall at |east once in three
years di vi de equi tably the accumul ati on beyond such twenty-five percent
as an extra dividend to depositors in excess of the regular dividend
aut hori zed.

(6) A notice posted conspicuously in a savings bank of a change in
the rate of interest shall be equivalent to a personal notice.

Sec. 22. RCW32.16.040 and 1985 c 56 s 9 are each anended to read
as foll ows:
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© 00 N O Ol WDN P

N NNNNNNRRRRRRRRRR
O O A W NP O OO0 ~NO” O A WDN PP O

27
28
29
30
31
32
33
34
35
36
37
38

((£2)) A quorumat any regul ar or special or adjourned neeting of
the board of trustees shall consist of not |ess than five of whomthe
chief executive officer shall be one, except when he or she is
prevented from attendi ng by sickness or other unavoi dabl e detention,
when he or she may be represented in formng a quorum by such ot her
of ficer as the board may designate; but |ess than a quorum shall have
power to adjourn fromtinme to time until the next regular neeting.
However, a savi ngs bank nmay adopt procedures which provide that, in the
event of a national energency, any trustee may act on behalf of the
board to continue the operations of the savings bank. For purposes of
this subsection, a national energency is an energency declared by the
presi dent of the United States or the person performng the president’s
functions, or a war, or natural disaster.

Regul ar neetings of the board of trustees shall be held as
established fromtinme to tine by the board, not |less than ((nnre)) six
times during each year.

Sec. 23. RCW32.16. 050 and 1985 ¢ 56 s 10 are each anended to read
as follows:

(1) A trustee of a savings bank shall not directly or indirectly
receive any pay or enolunment for services as trustee, except as
provided in this section.

(2) Atrustee may receive, by affirmative vote of a mgjority of al
the trustees, reasonabl e conpensation for (a) attendance at neeti ngs of
the board of trustees; (b) service as an officer of the savings bank,
provided his or her duties as officer require and receive his or her
regular and faithful attendance at the savings bank; (c) service in
appraising real property for the savings bank; and (d) service as a
menber of a commttee of the board of trustees: PROVI DED, That a
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trustee receiving conpensation for service as an officer pursuant to
(b) shall not receive any additional conpensation for service under
(a), (c), or (d).

(3) An attorney for a savings bank, although he or she is a trustee
thereof, my receive a reasonable conpensation for his or her
pr of essi onal services, including exam nations and certificates of title
to real property on which nortgage | oans are nmade by the savi ngs bank;
or if the bank requires the borrowers to pay all expenses of searches,
exam nations, and certificates of title, including the draw ng,
perfecting, and recordi ng of papers, such attorney may coll ect of the
borrower and retain for his or her own use the usual fees for such
servi ces, excepting any comm ssions as broker or on account of placing
or accepting such nortgage | oans.

(4) Al'l incentive conpensation, bonus, or suppl enental conpensation
pl ans for officers and enpl oyees of a savings bank shall be approved by
a mpjority of nonofficer trustees of the savings bank or approved by a
committee of not less than three trustees, none of whom shall be

officers of the savings bank. No such plan shall permt any officer or

enpl oyee of a savings bank who has or exercises final authority with
regard to any | oan or investnent to receive any comm ssi on on such | oan
or investnent.

(5 If an officer or attorney of a savings bank receives, on any
| oan made by t he bank, any comm ssion which he or she is not authorized
by this section to retain for his or her own use, he or she shall
i mredi ately pay the sane over to the savings bank.

Sec. 24. RCW32.20.010 and 1977 ex.s. ¢ 241 s 2 are each anended
to read as foll ows:

The words "nutual savings bank" and "savi ngs bank," whenever used
in this chapter, shall nmean a mutual savings bank organized and
exi sting under the laws of the state of Wshi ngton.

The words "its funds," whenever used in this chapter, shall nean
and i ncl ude noneys deposited with or borrowed by a nutual savi ngs bank,
suns credited to the guaranty fund of a nutual savings bank, and the
i ncome derived from such deposits or fund, or both, and the principal
bal ance of any outstanding capital notes, and capital debentures.

Sec. 25. RCW32.20.020 and 1955 ¢ 13 s 32.20.020 are each anended
to read as foll ows:

SSB 5058. SL p. 18
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A nutual savings bank shall have the power to invest its funds in
the manner ((heretnafter)) set forth in chapter 32.08 RCWand in this

chapter ((speetf+ed)) and not ot herw se.

Sec. 26. RCW32.20.330 and 1985 ¢ 56 s 13 are each anended to read
as follows:

A mutual savings bank may invest in |oans to sole proprietorships,
partnerships, limted liability conpanies, corporations, or other
entities, or in preferred stock((;+)) or ((+n)) discounted or other
i nterest bearing obligations issued, guaranteed, or assuned by limted
liability conpanies or corporations commonly accepted as industria
corporations or engaged i n conmuni cati ons, transportation, agriculture,
f urni shi ng utility ((er——telephone)) pr of essi onal servi ces,
manuf act uri ng, construction, m ni ng, fishing, processi ng or
mer chandi si ng of goods, food, or information, banking, or commercial or
consuner financing, doing business or incorporated under the |aws of
the United States, or any state thereof, or the D strict of Colunbia,
or the Dom nion of Canada, or any province thereof, subject to the
foll ow ng conditions:

(1) Not nore than two percent of ((said)) the bank’s funds shall be
invested, pursuant to this section, in ((seeur+ties—oef—any—one—such
corporation—pursuant—to—this—seeti+on)) the aggregate of | oans to and

preferred stock and obligations of any person, as defined in RCW
32.32.228(1)(c), and such person’s affiliates, as defined in RCW
32.32.025(1), incorporating the definition of control in RCW
32.32.025(8).

(2) Such | oans or securities shall be prudent investnents.

(3) Pursuant to this section, the total anmount a savi ngs bank may
i nvest shall not exceed fifty percent of its funds, and not nore than
fifteen percent of the bank’s funds nmay be invested in such [ oans to or
securities of any industry.

NEWSECTION. Sec. 27. A new section is added to chapter 32. 20 RCW
to read as foll ows:

A mutual savings bank may invest in loans or securities that are
qualified thrift investnents for a savings association subject to the
[imts specified in 12 U S.C. Sec. 1467a(m.
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Sec. 28. RCW32.20.400 and 1981 ¢ 86 s 7 are each anended to read
as follows:

A nmutual savings bank may invest not to exceed twenty percent of
its funds pursuant to this section in loans for home or property
repairs, alterations, appliances, inprovenents, or additions, hone
furni shings, for installation of underground utilities, for educati onal
pur poses, or for nonbusiness famly purposes: PROVI DED, That the
application therefor shall state that the proceeds are to be used for
one of the above purposes.

Sec. 29. RCW32. 20. 445 and 1989 c 180 s 8 are each anended to read
as follows:

A savings bank may invest its funds in the stock and other
securities and obligations of a savings or banking institution or
hol di ng conpany thereof if the deposits of the savings or banking
institution are insured by the federal deposit insurance corporation((;
the—federal—savings—and—toan—+nsurance—corporation-)) or any other
federal instrumentalities established to carry on substantially the
sane functions as such corporati ons((—PROVWDBED—Fhat—thesavingsbank

hall I I v f e " I
havi-ng—veti-ng—power)) .

Sec. 30. RCW32.32.500 and 1996 ¢ 2 s 28 are each anended to read
as follows:

(1) A savings bank may nerge with, consolidate with, convert into,
acquire a branch or branches of, or sell its branch or branches to any
((otd ‘i ol . . I I hori I tobusi .
this—state—under—Fttes—306,—32—or—33—ROW-or—under—thefederal—taws
relatihgte)) depository institutions as defined in 12 U S.C. Sec. 461
or financial institution chartered or authorized to do business under
the laws of any ((ether)) state, territory, province, or other
jurisdiction of the United States or another nation, or to a holding
conpany or subsidiary thereof, subject to the approval of (a) the
director of financial institutions if the surviving institution is one
chartered under Title 30, 31, 32, or 33 RCW or (b) if the surviving
institution is to be a bank, savings bank, savings and |oan
association, or other depository institution that is federally
chartered under the laws of the United States, the federal regul atory
authority having jurisdiction over the transaction under the applicable
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laws, or (c) if the surviving institution is to be a bank, savings
bank, savings and | oan association, or other depository or financial
institution that is chartered under the laws of another state or
territory of the United States, the regulatory authority having
jurisdiction over that transaction under the applicable laws, or (d) if
the surviving institution is to be a bank, savings bank, savings and
| oan associ ation, or other depository or financial institution that is
chartered under the aws of a nation other than the United States or of
a state, territory, province, or other jurisdiction of such nation, the
director of financial institutions, or (e) if the surviving institution
is to be a bank holding conpany, the Federal Reserve Board or its
successor under 12 U S.C. Sec. 1842 (a) and (d).

(2) In the <case of a |liquidation, acqui sition, nmer ger,
consol i dation, or conversion of a converted savi ngs bank, chapter 32. 34
RCW shal I apply.

(3) The concentration limts applicable to these transactions,
pursuant to 12 U . S.C. Sec. 1831u(b)(2)(C) wth respect to interstate
transactions, shall be those inposed pursuant to 12 U S. C  Sec.
1828(c)(5), as applied by the federal regulatory authority having
jurisdiction over that transaction under the applicable law, in |ieu of
the concentration limts of 12 U. S.C. Sec. 1831u(b)(2)(B)

Sec. 31. RCW 32.32. 520 and 1981 c¢c 85 s 103 are each anmended to
read as foll ows:

The "funds" of a converted savings bank, as the termis used in
Title 32 RCW shall nean deposits, sunms credited to the |iquidation
account, capital stock, the principal balance of any outstanding
capital notes, capital debentures, borrow ngs, undivided profits and
i ncone derived fromthe foregoing or the proceeds of the foregoing as

listed in this section.

Sec. 32. RCW 32.34.010 and 1994 c 92 s 406 are each anended to
read as foll ows:

(1) A donestic savings bank formed or converted under this title
may convert itself into a state or federal credit union or a federa
mut ual or stock savi ngs bank, national bank or, within the nmeaning of

chapter 30.49 RCW a resulting state bank. The conversion shall be
ef f ect ed, not wi t hst andi ng any restrictions, limtations, and

requirenents of | aw
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(a) I'n the case of the conversion of a mutual savings bank w t hout
capital stock to a state or federal credit union or a federal nmutua
savi ngs bank, by the vote of two-thirds of the trustees at a regul ar or
special neeting of the trustees called for such purpose;

(b) I'n the case of the conversion of a stock savings bank to a
federal stock savings bank, national bank or, within the neaning of
chapter 30.49 RCW a resulting state bank, by the vote of a majority of
the stockhol ders present, in person or by proxy, at a regular or
speci al neeting of the stockholders called for such purpose;

(c) In the case of the conversion of a savings bank to a federal
credit union, federal savings bank, or national bank, in conpliance
with the procedure, if any, prescribed by the laws of the United
States.

(2) Notice of the neeting, stating the purpose thereof, shall be
given the director at least thirty days prior to the neeting. |If the
conversion is authorized by the trustees or stockholders at the
meeting, the trustees or stockholders are authorized and shall effect
such action, and the officers of the savings bank shall execute al
proper conveyances, documents, and other papers necessary or proper
thereunto. |If conversion is authorized, a copy of the mnutes of the
nmeeting shall be filed forthwith with the director.

(3) Upon consummation of the conversion, the successor credit
uni on, federal savings bank, national bank, or resulting state bank
shal | succeed to all right, title, and interest of the nmutual or stock
bank, respectively, in and to its assets and toits liabilities to the
creditors of the savings bank. Upon the conversion, after the
execution and delivery of all instrunments of transfer, conveyance, and
assi gnnent, the donestic savings bank shall be deened dissol ved.

(4) Every federal savings bank, the honme office of which is |ocated
in this state, and the savings accounts therein, have all the rights,
powers, and privileges and are entitled to the sane immunities and
exenptions as pertain to savings banks organi zed under the | aws of this
state.

Sec. 33. RCW 32.34.020 and 1994 c 92 s 407 are each anended to
read as foll ows:

(1) A federal savings bank, the honme office of which is |located in
this state, a national bank, the head office of which is located in
this state, or a state comerci al bank incorporated under chapter 30.08
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RCW or resulting under chapter 30.49 RCW may convert itself into a
donesti c savings bank under this title upon approval by the director.
For any such conversion, the federal savings bank, national bank, or
state commercial bank shall proceed as provided in this chapter for the
conversion of a donestic savings bank into a federal savings bank,
national bank, or resulting bank under chapter 30.49 RCW The
conversion shall be effected by the vote of a mgjority of the nenbers
or stockhol ders present, in person or by proxy, at a regul ar or speci al
nmeeting of the nmenbers or stockhol ders called for such purpose.

(2) Upon consunmation of the conversion, the successor donestic
savi ngs bank shall succeed to all right, title, and interest of the
federal savings bank in and to its assets, and to its liabilities to
the creditors of such federal savings bank, national bank, or a state
bank.

NEWSECTION. Sec. 34. A newsection is added to chapter 32.34 RCW
to read as foll ows:

(1) The conversion of a stock savings bank to a savings bank
Wi t hout capital stock requires the affirmative vote or witten consent
of two-thirds of the directors of the savings bank and requires the
affirmative vote of two-thirds of the outstanding stock of the savings
bank. The conversion shall proceed as prescribed in chapter 32.32 RCW
subject to the authority of the director under RCW 32.32.010 and is
conplete upon the paynent into the guaranty fund of the resulting
savi ngs bank w thout capital stock of any surplus remaining after
satisfaction of all debts and liabilities of the savings bank,
including but not limted to liabilities to dissenting sharehol ders
under RCW 32. 34. 060.

(2) Any stock savings bank may provide in its articles of
i ncorporation for a higher percentage of affirmative sharehol der votes
to approve a conversion to a savings bank w thout capital stock.

Sec. 35. RCW 32.34.060 and 1994 ¢ 256 s 116 are each anended to
read as foll ows:

(1) Any hol der of shares of a savings bank shall be entitled to
receive the value of these shares, as specified in subsection (2) of
this section, if (a) the savings bank is voluntarily |iquidating,
converting to a savings bank w thout capital stock, being acquired,
mer gi ng, or consolidating, (b) the sharehol der voted, in person or by
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proxy, against the |iquidation, conversion, acquisition, nmerger, or
consolidation, at a neeting of shareholders called for the purpose of
voting on such transaction, and (c) the sharehol der delivers a witten
demand for paynent, with the stock certificates, to the savings bank
within thirty days after such neeting of shareholders. The val ue of
shares shall be paid in cash, within ten days after the later of the
effective date of the transaction or the conpl etion of the appraisal as
specified in subsection (2) of this section.

(2) The val ue of such shares shall be determ ned as of the close of
busi ness on the busi ness day before the sharehol ders’ neeting at which
t he sharehol der di ssented, by three appraisers, one to be selected by
the owners of two-thirds of the dissenting shares, one by the board of
directors of the institution that wll survive the transaction, and t he
third by the two so chosen. The val uation agreed upon by any two
apprai sers shall govern. | f such appraisal is not conpleted by the
| ater of the effective date of the transaction or the thirty-fifth day
after receipt of the witten demand and stock certificates, the
director shall cause an appraisal to be nade.

(3) The dissenting sharehol ders shall bear, on a pro rata basis
based on the nunber of dissenting shares owned, the cost of their
apprai sal and one-half of the cost of a third appraisal, and the
surviving institution shall bear the cost of its apprai sal and one-hal f
the cost of the third appraisal. If the director causes an apprai sal
to be made, the cost of that appraisal shall be borne equally by the
di ssenting shareholders and the surviving institution, wth the
di ssenting sharehol ders sharing their half of the cost on a pro rata
basi s based on the nunber of dissenting shares owned.

The institution that is to survive the transaction may fix an
anount which it considers to be not nore than the fair market val ue of
the shares of a savings bank at the time of the stockhol der’s neeting
approving the transaction, which it wll pay dissenting sharehol ders
entitled to paynent in cash. The anmount due under such accepted offer
or under the appraisal shall constitute a debt of the surviving
institution.

NEW SECTI ON. Sec. 36. RCW32.20.160 and 1955 ¢ 13 s 32. 20. 160 are
each repeal ed.
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NEW SECTI ON. Sec. 37. Sections 1 through 10 of this act
constitute a new chapter in Title 32 RCW

NEW SECTI O\ Sec. 38. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

Passed the Senate March 3, 1999.

Passed the House April 6, 1999.

Approved by the Governor April 15, 1999.

Filed in OOfice of Secretary of State April 15, 1999.
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