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ENGRCSSED HOUSE BI LL 2831

Passed Legislature - 2010 Regul ar Sessi on
State of WAshi ngton 61lst Legislature 2010 Regul ar Session

By Representatives Sinpson, Bailey, Kirby, Kelley, Chase, Wll ace,
Rodne, and Nel son; by request of Departnent of Financial Institutions

Read first tinme 01/14/10. Referred to Commttee on Financial
Institutions & I nsurance.

AN ACT Relating to state-chartered comercial banks, trust
conpani es, savings banks, and their holding conpanies; anmending RCW
30.04. 010, 30.04.020, 30.04.030, 30.04.050, 30.04.060, 30.04.070,
30.04.075, 30.04.111, 30.04.127, 30.04.215, 30.04.217, 30.04.450,
30.04. 455, 30.04.460, 30.04.470, 30.04.475, 30.12.040, 30.12.042,
30.12. 044, 30.12.047, 30.12.070, 30.12.090, 30.12.100, 30.12.190,
30.12. 240, 30.44.010, 30.44.020, 30.44.030, 30.44.100, 30.44.110,
30.44.160, 30.44.270, 30.46.010, 32.04.020, 32.04.070, 32.04.100,
32.04.110, 32.04.211, 32.04.220, 32.04.250, 32.04.260, 32.04.270,
32.04.290, 32.08.153, 32.16.090, 32.16.093, 32.16.095, 32.16.097,
32.16. 140, 32.20.285, 32.24.040, 32.24.050, 32.24.060, 32.24.070,
32.24.080, and 32.24.090; adding a new section to chapter 23B.01 RCW
adding a new section to chapter 23B.14 RCW adding a new section to
chapter 30.12 RCW adding a new section to chapter 32.04 RCW adding a
new section to chapter 32.08 RCW adding a new section to chapter 32.16
RCW addi ng a new section to chapter 32.24 RCW addi ng a new chapter to
Title 32 RCW repealing RCW 30.04.310; prescribing penalties; and
decl ari ng an energency.

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

p. 1 EHB 2831. SL
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NEW SECTION. Sec. 1. A newsection is added to chapter 23B. 01 RCW
to read as foll ows:

For those corporations that have a certificate of authority, are
applying for, or intend to apply for a certificate of authority from
the departnent of financial institutions as a bank, trust conpany, or
t he hol di ng conpany thereof, under Title 30 RCW or as a savings bank
or holding conpany thereof, under Title 32 RCW or for any other
corporation or other entity which is or purports to be a bank, savings
bank, savings and |oan association, trust conpany, industrial |oan
bank, credit union, bank hol ding conpany, financial services hol ding
conpany, or savings and |oan holding conpany, whenever under this
chapter corporate records are required to be filed with the secretary
of state, the records shall be filed with the departnent of financial
i nstitutions.

NEW SECTION. Sec. 2. A newsection is added to chapter 23B. 14 RCW
to read as foll ows:

For any corporation or other entity that has, is applying for, or
intends to apply for a certificate of authority fromthe departnent of
financial institutions as a bank, trust conpany, or the hol ding conpany
thereof, under Title 30 RCW or as a savings bank or hol di ng conpany
thereof, under Title 32 RCW or for any other corporation or other
entity which is or purports to be a bank, savings bank, savings and
| oan associ ation, trust conpany, industrial |oan bank, credit union,
bank hol di ng conpany, financial holding conpany, or savings and | oan
hol di ng conpany, whenever under this chapter corporate records are
required to be filed wwth the secretary of state, the records shall be
filed with the departnment of financial institutions.

Sec. 3. RCW30.04.010 and 1997 ¢ 101 s 3 are each anended to read
as follows:

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

(1) ((-Bapking——shalt —inelude —the — seleiting —reeceilvi-hg —or
aceepting —of —rpRey —or — H-s —equi-valent- —en —depostt-—as —a —regular

bustness—)) "Adequately capitalized," "critically undercapitalized,"”
"significantly undercapitalized,”" "undercapitalized," and_ "well-
capitalized," respectively, have neanings consistent wth the

EHB 2831. SL p. 2
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definitions these sanme terns have under the pronpt corrective action
provisions of the federal deposit insurance act, 12 U.S.C._ Sec. 18310,
and applicable enabling rules of the federal deposit 1nsurance
corporation.

(2) "Bank," unless a different neaning appears from the context,
means any corporation organi zed under the laws of this state engaged in
banki ng, other than a trust conpany, savings association, or a nutual
savi ngs bank.

(3) "Bank_ holding_ conpany”" neans_ a_bank_ holding_ conpany_under
authority of the federal bank hol di ng conpany act.

(4) "Banking" includes the soliciting, receiving or accepting_of
noney or its equivalent on deposit as a regul ar business.

(5) "Branch" neans any established office of deposit, donestic or
ot herwi se, maintained by any bank or trust conpany other than its head
office. "Branch" does not nean a machine permtting custoners to | eave
funds in storage or comruni cate wi th bank enpl oyees who are not | ocated
at the site of the machi ne, unl ess enpl oyees of the bank at the site of
t he machi ne take deposits on a regular basis. An office or facility of
an entity other than the bank shall not be deened to be established by
t he bank, regardless of any affiliation, accomnmodati on arrangenent, or
ot her rel ationship between the other entity and the bank.

((4))) (6) "Departnent” neans the WAshington state departnent of
financial institutions.

(7) "Director" nmeans the director of the departnent.

(8) "Financial holding conpany” neans a financial services holding

conpany under authority of the federal bank hol di ng conpany act.
(9) "Foreign bank" and "forei gn banker" incl udes:
(a) Every corporation not organi zed under the |l aws of the territory

or state_ of WAshington_ doing a_ banking business, except a nationa
bank;

(b) Every unincorporated conpany, partnership or association of two
or _nore_individuals organized under the laws_ of another state_ or
country, doing a banking business;

(c) Every other unincorporated conpany, partnership or association
of two or nore individuals, doing a banking business, if the nenbers
thereof owning a nmajority interest therein or entitled to nore than
one-half of the net assets thereof are not residents of this state; or

p. 3 EHB 2831. SL
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(d) Every nonresident of this state doing a banking business in his
or her own nane and right only.

(10) "Hol di ng_conpany" neans a_bank hol ding conpany_or financia
hol ding conpany of a bank organized under chapter 30.08 RCW or
converted to a state bank under chapter 30.49 RCW or a hol di ng conpany
of a trust conpany authorized to do business under this title.

(11) "Person" includes a_ firm association, partnership, or
corporation, or_ the_ plural thereof, whether resident, nonresident,
citizen or not.

(12) The term "trust business” shall include the business of doing
any or all of the things specified in RCW30.08.150 (2), (3), (4), (5),
(6), (7), (8), (9), (10) and (11).

((65))) (13) "Trust conpany,"” unless a different nmeani ng appears
fromthe context, neans any corporation ((erganzed—under—thelaws—of
this—state—engaged)), other than_ a_ bank, savings_ bank_ or _savings
association, organized and_chartered as_a_trust_ conpany under_ this
title for the purpose of engaging in trust business.

({ £B—Person"—untess—a—dilterent—reaningappears—tromthecontext—
sha##—+ne¥ﬁde—a—#+#ﬁ+—assee+a%+ea——pa#%ﬂe%sh+p—ep—ee%pe#a%+eﬂ——e#—%he

tHhereol—owni-ng—a—majportty—interest—therern—or—entH-ed—to—npre—than
half of td I : L d C th ;
g L f thi o banki busi b
or—her—own—Rane—and—r+ght—enby—) )

Sec. 4. RCW30.04.020 and 1994 c 256 s 32 are each anended to read
as follows:
(1) The nanme of every bank shall contain the word "bank" and the

EHB 2831. SL p. 4
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name of every trust conpany shall contain the word "trust," or the word
"bank." Except as provided in RCW33.08.030 or as otherw se aut horized

by this section or approved by the director, ((ne—persoenexcept—

{2))) only a national bank((+
br—A)) , federal savings bank, a bank or trust conpany authorized

hy ({ tHhetaws—olthi-s—state-

{c) A corporation established under- RCW31. 30. 010;

h—A)) this title, savings bank under Title 32 RCW bank hol di ng
conpany or financial holding_conpany, a holding conpany authorized by
this title or Title 32 RCW or a foreign or alien corporation or other
| egal person authorized by this title ((se)) to do so, shall:

(()) (a) Use as a part of his or its name or other business
designation, as a promnent syllable wwthin a word conprising all or a
portion of its nane or other business designation, or in any manner as
if connected with his or its business or place of business any of the

followng words or the plural thereof, to wt: "bank," "banking,"
"banker," "bancorporation," "bancorp," or "trust((=))," or any foreign
| anguage designations thereof, including, by way of exanple, "banco" or
"banque. "

((+H)) (b) Use any sign ((at—er—about—his—er—+ts—place—eof
busi-ness—or—use—or—¢cireulate—any—advertisenent-)), logo, or marketing
nessage, in any nedia, or use any letterhead, billhead, note, receipt,
certificate, blank, form or any witten ((e+)), printed ((er—part
wH-tten —and — part —printed —paper)), electronic_or internet-based
instrunment or ((art+ele)) material representation whatsoever, directly
or indirectly indicating that the business of such personis that of a
bank or trust conpany.

(2) A foreign corporation or other foreign domciled | egal person,
whose nanme contains the words "bank," "banker, " "banki ng, "
"bancorporation,"” "bancorp," or "trust," or the foreign_ |anguage
equi val ent thereof, or whose articles of incorporation enpower it to
engage in banking or to engage in a trust business, nmay not engage in
banking or in a trust business in this state unless the corporation or
other legal person (a) is expressly authorized to do so under this
title, under federal law, or by the director, and (b) conplies with al
appl i cabl e requi renents of ((ehapter—23B15-REW) Washington state | aw
regarding foreign corporations and other foreign Il egal persons. |If an
activity woul d not constitute "transacting business" within the neaning

p. 5 EHB 2831. SL
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of RCW23B. 15.010(1) or chapter 23B.18 RCW then the activity shall not
constitute banking or engaging in a trust business. Nothing in this
subsection shall prevent operations by an alien bank in conpliance with
chapter 30.42 RCW

(3) This section shall not prevent a | ender approved by the United
States secretary of housing and urban devel opnent for participation in
any nortgage insurance program under the National Housing Act from
usi ng the words "nortgage banker"” or "nortgage banking” in the conduct
of its business, but only if both words are used together in either of
the fornms which appear in quotations in this sentence.

(4) ((Bvery)) Any individual or legal person, or director, officer
or manager of such | egal person, who((;—anrd—every—di+ector—andoffiecer
of —every—corporab-on—whi-eh——to—the —knowedge —ol —such —director—or
off+ecer)) knowingly violates any provision of this section shall be
guilty of a gross m sdeneanor

Sec. 5. RCW30.04.030 and 1994 ¢ 92 s 8 are each anended to read
as follows:

(1) The director shall have power to adopt wuniform rules in
accordance wth the adm nistrative procedure act, chapter 34.05 RCW to
govern exam nations and reports of banks ((and)), trust conpanies, and
hol di ng conpani es and the formin which they shall report their assets,
liabilities, and reserves, charge off bad debts and otherw se keep
their records and accounts, and otherwi se to govern the adm nistration
of this title. The director shall nmail a copy of the rules to each
bank and trust conpany at its principal place of business.

(2) The director shall have the power, and broad adm nistrative
di scretion, to admnister and interpret the provisions of this title to
facilitate the delivery of financial services to the citizens of the
state of Washington by the banks ((anrd)), trust conpani es and hol di ng
conpani es subject to this title.

Sec. 6. RCW 30. 04. 050 and 1955 ¢ 33 s 30.04.050 are each anended

to read as foll ows:
{ { Bvery—bank—and—trust—conpany—and—their—olH-cers—enployees—and
hall I thot | I Lati _ I ol at :
apy—ru-e—er—regulation—in—addition—to—any—other—penalty—provided—in
ths—title-—shal-—subject—the—ofHfender—to—a—penalty—of—one—hundred

EHB 2831. SL p. 6
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v-olat+oenr—shalHl—beaseparateanddistinret—offense)) (1) Each bank and

trust conpany, and their directors, officers, enployees, and_agents,
shall conply wth:

(a) _This title and chapter 11.100 RCW as_applicable to_each_ of
t hem

(b) The rules adopted by the departnent with respect to banks and
trust conpanies;

(c) Any lawful direction or order of the director;

(d) Any lawful supervisory agreenent with the director; and

(e) The applicable statutes, rules and requlations adm ni stered by
the board_of governors of the federal reserve system the_ federal
deposit insurance corporation, or their successor agencies, wth
respect to banks or trust conpanies.

(2) Each holding conpany, and its directors, officers, enployees,
and agents, shall conply with:

(a) The provisions of this title that are applicable to each of
t hem

(b) The rules adopted by the departnent with respect to holding
conpani es;

(c) Any lawful direction or order of the director;

(d) Any lawful supervisory agreenent with the director; and

(e) The applicable statutes, rules, and regul ati ons adm ni stered by
the board of governors of the federal reserve system or its successor
agency, with respect to hol ding conpanies, the violation of which would
result in an unsafe and unsound practice or material violation of |aw
wth respect to the subsidiary bank or trust conpany of the holding
conpany.

(3) The violation of any supervisory adgreenent, direction, order,
statute, rule or requlation referenced in this section, in addition to
any other penalty provided in this title, shall, at the option of the
director, subject the offender to a_ penalty of up to ten_thousand
dollars_ for_ each_offense, payable upon_issuance_of any_ order _or
directive of the director, which nay be recovered by the_ attorney
general in acivil action in the nane of the departnent.

p. 7 EHB 2831. SL
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Sec. 7. RCW30.04.060 and 1994 ¢ 92 s 9 are each anended to read
as follows:

(1) The director, assistant director, program nanager, or an
exam ner shall visit each bank and each trust conpany at |east once

every eighteen nonths, and oftener if necessary, or_as_otherw se
required by the rules and interpretations of applicable federal banking
exam nation authorities, for the purpose of making a full investigation
into the condition of such corporation, and for that purpose they are
hereby enpowered to adm nister oaths and to exam ne under oath any
director, officer, enployee, or agent of such corporation.

(2) The director may make such other full or partial exam nations
as deened necessary and may exam ne any bank hol di ng conpany that owns
any portion of a bank or trust conpany chartered by the state of
Washi ngt on and obtain reports of condition for any bank hol di ng conpany
that owns any portion of a bank or trust conpany chartered by the state
of Washi ngt on.

(3) The director may visit and examne into the affairs of any
nonpublicly held corporation in which the bank, trust conmpany, or bank
hol di ng conpany has an investnent or any publicly held corporation the
capital stock of which is controlled by the bank, trust conpany, or
bank holding conpany; may appraise and revalue such corporations
investnments and securities; and shall have full access to all the
books, records, papers, securities, correspondence, bank accounts, and
ot her papers of such corporations for such purposes.

(4) The director may, in his or her discretion, accept in |lieu of
the exam nations required in this section the exam nations conducted at
the direction of the federal reserve board or the federal deposit
insurance corporation.

(5) Any willful false swearing in any exam nation is perjury in the
second degree.

((2)) (6) The director nmay enter into cooperative and reciprocal
agreenments with the bank regulatory authorities of the United States,
any state, the District of Colunmbia, or any trust territory of the
United States for the periodic exam nation of donestic bank hol ding
conpani es owni ng banking institutions in other states, the District of
Colunmbia, or trust territories, and subsidiaries of such donmestic bank
hol di ng conpani es, or of out-of-state bank hol ding conpani es owning a
bank or trust conpany the principal operations of which are conducted

EHB 2831. SL p. 8
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in this state. The director may accept reports of exam nation and
ot her records from such authorities in lieu of conducting his or her
own exam nations. The director may enter into joint actions with other
regul at ory bodi es having concurrent jurisdiction or may enter into such
actions independently to carry out his or her responsibilities under
this title and assure conpliance with the laws of this state.

(7) Copies fromthe records, books, and accounts of a bank, trust
conpany, or holding conpany shall be conpetent evidence in all cases,
equal with originals thereof, if there is annexed to such copies an
affidavit taken before a notary public or clerk of a court under seal,

stating that the affiant is the officer of the bank, trust conpany, or

hol di ng conpany havi ng charge of the original records, and that the
copy is true and correct and is full so far as the sane relates to the
subject matter therein nentioned.

Sec. 8. RCW30.04.070 and 1994 c 92 s 10 are each anended to read
as follows:

The director shall collect fromeach bank, ((rutual)) savings bank,
trust conpany ((er—+ndustral—leanr—eonpany)), savings_association,
hol di ng conpany under Title 30 RCW hol di ng conpany under Title 32 RCW
busi ness_devel opnent _ conpany_under chapter 31.24 RCW _agricul tural
| ender under chapter 31.35 RCW and snall business | ender under chapter

31.40 RCW for each exami nation of its condition the estinated actual
cost of such exam nati on.

Sec. 9. RCW30.04.075 and 2005 ¢ 274 s 251 are each anended to
read as foll ows:

(1) Al examnation reports and all information obtained by the
director and the director's staff in conducting exam nati ons of banks,
trust conpanies, or alien banks, and information obtained by the
director and the director's staff from other state or federal bank
regul atory authorities with whom the director has entered into
agreenents pursuant to RCW 30.04.060(2), and infornmation obtained by
the director and the director's staff relating to exam nation and
supervi sion of bank hol ding conpanies owning a bank in this state or
subsi di ari es of such hol ding conpanies, is confidential and privileged
information and shall not be nmade public or otherw se disclosed to any

p. 9 EHB 2831. SL
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person, firm corporation, agency, association, governnental body, or
ot her entity.

(2) Subsection (1) of this section notw thstanding, the director
may furnish all or any part of examnation reports,_ work_ papers,
supervisory agreenents_or_directives, orders, or_other_ information
obtained in the conduct of an exam nation or investigation prepared by
the director's office to:

(a) Federal agencies enpowered to exanm ne state banks, trust
conpani es, or alien banks;

(b) Bank regulatory authorities with whomthe director has entered
into agreenents pursuant to RCW30.04.060(2), and ot her bank regul atory
authorities who are the primary regulatory authority or insurer of
accounts for a bank hol ding conpany owni ng a bank, trust conpany, or
national banking association the principal operations of which are
conducted in this state or a subsidiary of such holding conpany;
provided that the director shall first find that the reports of
exam nation to be furnished shall receive protection from discl osure
conparabl e to that accorded by this section;

(c) Oficials enpowered to investigate crimnal charges subject to
| egal process, valid search warrant, or subpoena. If the director
furni shes any exam nation report to officials enpowered to investigate
crimnal charges, the director may only furnish that part of the report
whi ch is necessary and pertinent to the investigation, and the director
may do this only after notifying the affected bank, trust conpany, or
alien bank and any custonmer of the bank, trust conpany, or alien bank
who is naned in that part of the exam nation or report ordered to be
furnished unless the officials requesting the report first obtain a
wai ver of the notice requirenent froma court of conpetent jurisdiction
for good cause;

(d) The exam ned bank, trust conpany, or alien bank, or holding
conpany t hereof;

(e) The attorney general in his or her role as | egal advisor to the
di rector;

(f) Liquidating agents of a distressed bank, trust conpany, or
al i en bank;

(g) A person or organization officially connected with the bank as
officer, director, attorney, auditor, or independent attorney or
i ndependent auditor;

EHB 2831. SL p. 10
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(h) The Washi ngton public deposit protection conm ssion as provided
by RCW39. 58. 105,

(i) Oganizations insuring_ or quaranteeing the shares of,
deposits in, the bank or trust conpany; or

(j) _Oher persons as the director may deternine necessary to
protect the public interest and confidence.

(3) All exam nation reports, work papers, supervisory agreenents or
directives, orders, and other infornmation obtained in the conduct of an
exam nation or investigation furnished under subsections (2) and (4) of
this section shall remain the property of the departnent of financial
institutions, and be confidential and no person, agency, or authority
to whom reports are furnished or any officer, director, or enployee
thereof shall disclose or nake public any of the reports or any
i nformation contained therein except in published statistical nmateria
that does not disclose the affairs of any individual or corporation
PROVI DED, That nothing herein shall prevent the use in a crimna
prosecution of reports furni shed under subsection (2) of this section.

(4) The exami nation report nmade by the departnent of financial
institutions is designed for use in the supervision of the bank, trust
conpany, or alien bank. The report shall remain the property of the
director and will be furnished to the bank, trust conpany, or alien
bank solely for its confidential use. Under no circunstances shall the
bank, trust conpany, or alien bank or any of its directors, officers,
or enpl oyees disclose or make public in any manner the report or any
portion thereof, to any person or organi zation not connected wth the
bank as officer, director, enployee, attorney, auditor, or candi date
for executive office with the bank. The bank may al so, after execution
of an agreenent not to disclose information in the report, disclose the
report or relevant portions thereof to a party proposing to acquire or
merge with the bank

(5) Exam nation reports and information obtained by the director
and the director's staff in conducting exam nations, or obtained from
other state and federal bank regulatory authorities with whom the
director has entered into agreenents pursuant to RCW 30.04.060(2), or
relating to examnation and supervision of bank holding conpanies
owni ng a bank, trust conpany, or national banking association the
princi pal operations of which are conducted in this state or a

or

p. 11 EHB 2831. SL
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subsi di ary of such hol ding conpany, or information obtained as a result
of applications or investigations pursuant to RCW 30.04. 230, shall not
be subject to public disclosure under chapter 42.56 RCW

(6) In any civil action in which the reports are sought to be
di scovered or used as evidence, any party my, upon notice to the
director, petition the court for an in canera review of the report.
The court may permt discovery and introduction of only those portions
of the report which are relevant and otherw se unobtainable by the
requesting party. This subsection shall not apply to an action brought
or defended by the director.

(7) This section shall not apply to investigation reports prepared
by the director and the director's staff concerning an application for
a new bank or trust conpany or an application for a branch of a bank,
trust conpany, or alien bank: PROVI DED, That the director may adopt
rul es maki ng confidential portions of the reports if inthe director's
opinion the public disclosure of the portions of the report would
inpair the ability to obtain the information which the director
considers necessary to fully evaluate the application.

(8) Notwi thstanding any other provision of this section or_other
applicable law, a bank, trust conpany, alien bank, or hol ding conpany
is not in violation of this section_on account of its conpliance with
required reporting to the federal securities and exchange conm ssion,
including the disclosure of any order of the director.

(9) Every person who violates any provision of this section shall
be guilty of a gross m sdeneanor.

Sec. 10. RCW30.04.111 and 1995 ¢ 344 s 1 are each anended to read
as follows:

(1) The total loans and extensions of credit by a bank or trust
conpany to a person outstanding at any one tine shall not exceed twenty
percent of the capital and surplus of such bank or trust conpany. The
foll ow ng | oans and extensions of credit shall not be subject to this
limtation:

((5)) (a) Loans or extensions of credit arising fromthe discount
of commercial or business paper evidencing an obligation to the person
negotiating it wth recourse;

((2)) (b) Loans or extensions of credit secured by bonds, notes,

EHB 2831. SL p. 12
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certificates of indebtedness, or treasury bills of the United States or
by other such obligations wholly guaranteed as to principal and
interest by the United States;

((3))) (c) Loans or extensions of credit to or secured by
uncondi tional takeout commtnents or guarantees of any departnent,
agency, bureau, board, commssion, or establishnent of the United
States or any corporation wholly owned directly or indirectly by the
United States;

((64))) (d) Loans or extensions of credit fully secured by a
segregat ed deposit account or accounts in the | endi ng bank;

((65))) (e) Loans or extensions of credit secured by collatera
having a readily ascertained market value of at |east one hundred
fifteen percent of the outstanding anount of the | oan or extension of
credit;

((66))) (f) Loans or extensions of credit secured by bills of
| adi ng, warehouse receipts, or simlar docunents transferring or
securing title to readily marketable staples shall be subject to a
[imtation of thirty-five percent of capital and surplus in addition to
the general limtations, if the market value of the staples securing
each additional l|loan or extension of credit at all tinmes equals or
exceeds one hundred fifteen percent of the outstanding amount of the
| oan or extension of credit. The staples shall be fully covered by
i nsurance whenever it is customary to insure the staples;

((6)) (a) The purchase of bankers' acceptances of the kind
described in section 13 of the federal reserve act and issued by other
banks shall not be subject to any |limtation based on capital and
sur pl us;

((68))) (h) The unpaid purchase price of a sale of bank property,
i f secured by such property.

(2) For the purposes of this section, "capital" shall include the
anmount of common stock outstanding and uninpaired, the anount of
preferred stock outstanding and uninpaired, and capital notes or
debentures issued pursuant to chapter 30.36 RCW

(3) For the purposes of this section, "surplus" shall include
capital surplus, reflecting the anounts paid in excess of the par or
stated val ue of capital stock, or anbunts contributed to the bank ot her
than for capital stock, and undivided profits.

p. 13 EHB 2831. SL
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((Fhe—term) (4) For the purposes of this_ section, "person”
((shakt)) includes an individual, sole proprietor, partnership, joint
venture, association, trust, estate, business trust, corporation,
soverei gn gover nnent or agency, instrunentality, or political
subdi vi sion thereof, or any simlar entity or organization.

(5) The director may prescribe rules to adm nister and carry out
the purposes of this section, including without limtation rules to
define or further define terns used in this section and to establish
l[imts or requirenments other than those specified in this section for
particul ar classes or categories of |oans or extensions of credit, and
to determne when a l|loan putatively nade to a person shall, for
pur poses of this section, be attributed to another person. |n adopting
the rules, the director shall be guided by rulings of the conptroller
of the currency, or_successor federal banking_requlator, that govern
lending limts applicable to national ((eermreretal)) banks. |In lieu of
the adoption by the departnent of a rule applicable to specific types
of transactions, a_ bank, unless otherw se approved by the director,
shall conform to all applicable rulings of the conptroller of the
currency, or successor federal banking requlator, which (a) relate to
nati onal banks, (b) govern such specific types of transactions, and (c)

are consistent wwth this section and the departnent's adopted rul es.

Sec. 11. RCW30.04.127 and 1994 ¢ 92 s 15 are each anended to read
as follows:

(1) A bank or trust conpany, alone or in conjunction with other
entities, may form incorporate, or invest in corporations or other
entities, whether or not such other corporation or entity is related to
the bank or trust conpany's business. The aggregate amount of funds
i nvested, or used in the formation of corporations or other entities
under this section shall not exceed ten percent of the assets or fifty
percent of the net worth, whichever is less, of the bank or trust
conpany. For purposes of this subsection, "net worth" neans the
aggregate of capital, surplus, undivided profits, and all capital notes
and debentures which are subordinate to the interest of depositors.

(2) A bank or trust company may engage in an activity permtted
under this section only with the prior authorization of the director
and subject to such requirenents, restrictions, or other conditions as
the director may adopt by rule, order, directive, standard, policy,

EHB 2831. SL p. 14
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nmenor andum or other witten comunication with regard to the activity.
In approving or denying a proposed activity, the director shal
consider the financial and managenent strength of the institution, the
conveni ence and needs of the public, and whether the proposed activity
shoul d be conducted through a subsidiary or affiliate of the bank. The
director may not authorize under this section and no bank or trust
conpany may act as an insurance or travel agent unless otherw se
aut hori zed by state statute.

Sec. 12. RCW 30.04.215 and 2003 ¢ 24 s 2 are each anended to read
as follows:

(1) Notw t hstandi ng any ot her provisions of law, in addition to al
powers enunerated by this title, and those necessarily inplied
therefrom a bank or trust conmpany nay engage in other business
activities that have been determ ned by the board of governors of the
federal reserve systemor by the United States Congress to be closely
related to the business of banking, as of July 27, 2003.

(2) A bank or trust company that desires to perform an activity
that is not expressly authorized by subsection (1) of this section
shall first apply to the director for authorization to conduct such
activity. Wthin thirty days of the receipt of this application, the
director shall determ ne whether the activity is closely related to the
busi ness of banki ng, whether the public conveni ence and advantage w ||
be pronoted, whether the activity is apt to create an unsafe ((e+)) and
unsound practice by the bank or trust conpany and whet her the applicant
is capable of perform ng such an activity. |If the director finds the
activity to be closely related to the business of banking and the bank
or trust conpany is otherwise qualified, he or she shall imediately
informthe applicant that the activity is authorized. |If the director
determ nes that such activity is not closely related to the busi ness of
banki ng or that the bank or trust conpany is not otherw se qualified,
he or she shall pronptly inform the applicant in witing. The
applicant shall have the right to appeal from an unfavorable
determ nation in accordance with the procedures of the Adm nistrative
Procedure Act, chapter 34.05 RCW In determ ning whether a particular
activity is closely related to the business of banking, the director
shal | be guided by the rulings of the board of governors of the federal
reserve system and the conptroller of the <currency in making
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determ nations in connection with the powers exercisable by bank
hol di ng conpanies, and the activities perfornmed by other comercial
banks or their hol di ng conpani es.

(3) Notwi thstanding any restrictions, |imtations, and requirenents
of law, in addition to all powers, express or inplied, that a bank or
trust conpany has under the laws of this state, a bank or trust conpany
shal | have ((t+he—powers—and—authoerities)) each_and every power and
authority conferred as of ((August—31+—3994)) July 28, 1985, or ((a))
as of any subsequent date not l|later than July 27, 2003, upon ((&)) any
federally chartered bank doing business inthis state. A bank or trust
conpany may exercise the powers and authorities conferred on a
federally chartered bank after July 27, 2003, only if the director
finds that the exercise of such powers and authorities:

(a) Serves the conveni ence and advant age of depositors, borrowers,
or the general public; and

(b) Maintains the fairness of conpetition and parity between state-
chartered banks or trust conpanies and federally chartered banks.

(4) As used in this section, "powers and authorities"” include
without limtation powers and authorities in corporate governance and
operational matters.

(5) The restrictions, limtations, and requirenents applicable to
specific powers or authorities of federally chartered banks shall apply
to banks or trust conpanies exercising those powers or authorities
permtted under this subsection but only insofar as the restrictions,
limtations, and requirenents relate to exercising the powers or
authorities granted banks or trust conpanies solely wunder this
subsecti on.

((64))) (B6) The director nmay require a bank or trust conpany to
provide notice to the director prior to inplenentation of a plan to
develop, inprove, or continue holding real estate, including
capitalized and operating | eases, acquired through any neans in full or
partial satisfaction of a debt previously contracted, under
ci rcunstances which a national bank would be required to provide notice
to the conptroller of the currency prior to inplenentation of such a
pl an. The director may adopt rules or 1issue_ orders, directives,
standards, policies, nenoranda, or_other_ official communications_to
specify quidance with regard to the exercise of the powers and
authorities to expend such funds_as_are needed to_ enable_ a bank_ or
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aut hori zed for a national bank under the national bank act, 12 U S. C
Sec. 29.

(7) Any activity which may be perfornmed by a bank or trust conpany,
except the taking of deposits, nay be perfornmed by (a) a corporation or
(b) another entity approved by the director, which in either case is
owned in whole or in part by the bank or trust conpany.

Sec. 13. RCW 30.04.217 and 2003 ¢ 24 s 1 are each anended to read
as follows:

(1) Notw thstandi ng any other provisions of law, in addition to al
powers, express or inplied, that a bank or trust conpany has under the
laws of this state, a bank or trust conpany shall have the powers and
authorities conferred upon a ((mutdal)) savings bank under Title 32
RCW only if:

((5)) (&) The bank or trust conpany notifies the director at
| east thirty days prior to the exercise of such power or authority by
t he bank or trust conmpany, unless the director waives or nodifies this
requirement for notice as to the exercise of a power, authority, or
category of powers or authorities by the bank or trust conpany;

((2)) (b) The director finds that the exercise of such powers and
authorities by the bank or by the trust conpany serves the convenience
and advant age of depositors, borrowers, or the general public; and

((3))) (c) The director finds that the exercise of such powers and
authorities by the bank or by the trust conpany maintains the fairness
of conpetition and parity between banks or trust conpani es and nutual
savi ngs banks.

(2) As used in this section, "powers and authorities"” include
without limtation powers and authorities in corporate governance and
operational matters.

(3) The restrictions, limtations, and requirenents applicable to
speci fic powers or authorities of nutual savings banks shall apply to
banks or trust conpanies exercising those powers or authorities
permtted under this section but only insofar as the restrictions,
limtations, and requirenents relate to exercising the powers or
authorities granted banks or trust conpani es solely under this section.
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NEW SECTION. Sec. 14. RCW 30.04.310 (Penalty--General) and 1994
C 92 s 28, 1988 c 25 s 1, & 1985 c 30 s 137 are each repeal ed.

Sec. 15. RCW 30.04.450 and 1994 ¢ 92 s 31 are each anended to read
as follows:

(1) The director may issue and serve a notice_of charges upon a
bank or trust conpany ((a—rnetieceofcharges+f)) when in the opinion of

the director ((any—banrk—oer—trust—conpany)):
(a) ((+s—engaging—oe+r)) It has engaged in an unsafe ((er)) and

unsound practice ((+r—eendueting—the)) related to_the_ conduct of
busi ness of the bank or trust conpany;

(b) ((+s—wotating—oer)) It has violated ((the—taw—rule—or—any
cond-t-on—irposed—in—wit-Hng—by—the—director—n—connectton—wth—the
gran-ng—of —any—app-catton—or—other —request —by—the—bank —or—trust

A : : " ' )) any provision

of RCW30. 04. 050; or

(c) ((+s—about—todothe)) It is planning, attenpting, or currently
conducting any act((s)) prohibited in (a) or (b) of this subsection
{ { when—the—opinton—that—the—threat —exists—is—based —upon—reasonable
cause)).

(2) The director _may issue and_serve a notice_of charges upon_a
hol di ng conpany when, in the opinion of the director:

(a) The holding conpany has commtted a violation of RCW
30. 04. 050( 2) ;

(b) The conduct of the holding conpany has resulted in an unsafe
and unsound practice at the bank or trust conpany or a violation of any
provi sion of RCW30.04.050 by the bank or trust conpany; or

(c) The holding conpany is_ planning, attenpting, or currently
conducting any act prohibited in (a) or (b) of this subsection.

(3) The notice shall contain a statenent of the facts constituting
the alleged violation or violations or the practice or practices and
shall fix a time and place at which a hearing will be held to determ ne
whet her an order to cease and desist should issue against the bank
((er)), trust conpany, or holding conpany. The hearing shall be set
not earlier than ten days ((rer)) or later than thirty days after
service of the notice unless a later date is set by the director at the
request of the bank ((e+)), trust conpany, or holding conpany.
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(4) Unless the bank ((e+)), trust conpany, or holding conpany shal
appear at the hearing by a duly authorized representative it shall be
deened to have consented to the i ssuance of the cease and desi st order
In the event of this consent or if upon the record nmade at the hearing
the director finds that any violation or practice specified in the
notice of charges has been established, the director may issue and
serve upon the bank ((e+)), trust conpany, or holding conpany an order
to cease and desist from the violation or practice. The order may
require the bank ((e+)), trust conpany, or holding conpany, and its
directors, officers, enpl oyees, and agents to cease and desist fromthe
violation or practice and may require the bank, trust conpany, or
hol di ng conpany to take affirmative action to correct the conditions
resulting fromthe violation or practice.

((63))) (5) A cease and desist order shall becone effective at the
expiration of ten days after the service of the order upon the bank or
trust conpany concerned except that a cease and desi st order issued
upon consent shall becone effective at the tinme specified in the order
and shall remain effective as provided therein unless it is stayed
nmodi fied, termnated, or set aside by action of the director or a
review ng court.

Sec. 16. RCW 30.04.455 and 1994 ¢ 92 s 32 are each anended to read
as foll ows:

(W I ' I : I I £ ed
3004450 —er—thei+—econtinuation—ts—Hkely—to—cause —insoelveney—or
substantial—dissipation—ef-—assets—or—earnings—oef-—the—bank—oer—trust
corpany —or—to—otherwse—sertousty —prejudice—the—interests—of—its

bank —er—t+rust—conpany —to—ecease—and —desist—from—the —violatioen—or
e I I hal 1| g . : he_banl
| chall : ¢ : I de— i 1
suspended—by—a—court—in—proceedings—under— ROW-30-04-460—pending—the

a a a N a a¥a a¥a a¥a
O o v i

agatnst—tHhe —bank —or —trust—conpany —unrder —ROAM-36-04-4506-)) (1) The
director may also issue a tenporary order requiring a bank or trust
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conpany, or its holding conpany, or both, to cease and desist from any
action or omssion, as specified in RCW30.04.450, or its continuation,
whi ch the director has determ ned:

(a) Constitutes an_unsafe and_ unsound practice or a_ nmterial
violation of RCW30.04.050 affecting the bank or trust conpany;

(b) Has resulted in the bank_ or trust conpany being less than
adequately capitalized; or

(c) Is likely to cause_insolvency or_ substantial dissipation of
assets_or earnings_of the bank_ or trust conpany, or_ to_otherw se
seriously prejudice the interests of its depositors or trust
beneficiaries.

(2) The order is effective upon service on the bank, trust conpany,
or hol ding conpany, and renmains in effect unless set aside, limted, or
suspended by the_ superior court in_ proceedings under RCW 30.04.460
pending the_ conpletion of the admnistrative proceedings under the
notice and_until such tinme_as_the director dism sses the_charges
specified in the notice or until the effective date of a cease and
desi st order issued against the bank, trust conpany, or holding conpany
under RCW 30. 04. 450.

Sec. 17. RCW 30.04.460 and 1977 ex.s. ¢ 178 s 3 are each anended
to read as foll ows:

(1) Wthin ten days after a bank ((er)), trust conpany, or holding
conpany has been served with a tenporary cease and desist order, the
bank ((ef)), trust conpany,_ or_ holding conpany may apply to the
superior court in the county of its principal place of business for an
injunction setting aside, limting, or suspending the order pending the
conpletion of the adm nistrative proceedings pursuant to the notice
served under RCW 30. 04. 455.

(2) The superior court shall have jurisdiction to issue the
i njunction.

Sec. 18. RCW 30.04.470 and 1994 c 92 s 34 are each anended to read
as follows:

(1) Any admnistrative hearing provided in RCW 30.04.450 or
30.12.042 ((mmy)) nust be ((heldat—suchplace—as+sdestghatedby—the
ehreetor—and—shalt—be)) conducted in accordance with chapter 34.05 RCW
and held at the place designated by the director, and may be conducted
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by the departnent. The hearing shall be private unless the director
determ nes that a public hearing is necessary to protect the public
interest after fully considering the views of the party afforded the
heari ng.

(2) Wthin sixty days after the hearing, the director shall render
a deci sion which shall include findings of fact upon which the deci sion
i s based and shall issue and serve upon each party to the proceedi ng an
order or orders consistent with RCW30.04.450 or 30.12.042, as the case
may be.

(3) Unless a petition for reviewis tinely filed in the superior
court of the county of the principal place of business of the affected
bank or trust conpany under subsection ((€2r)) (5) of this section and
until the record in the proceeding has been filed as therein provided,
the director may at any tine nodify, term nate, or set aside any order
upon such notice and in such manner as he or she shall deem proper
Upon filing the record, the director may nodify, termnate, or set
asi de any order only with perm ssion of the court.

(4) The judicial review provided in this section ((fer—an—erder
shalH—be)) is exclusive for_ orders_ issued_ under RCW 30.04.450 and
30.12. 042.

((2)) (5) Any party to the proceeding or any person required by
an order issued under RCW30. 04. 450, 30.04. 455, 30.04.465, or 30.12.042
to refrain fromany of the violations or practices stated therein may
obtain a review of any order served under subsection (1) of this
section other than one issued upon consent by filing in the superior
court of the county of the principal place of business of the affected
bank or trust conpany within ten days after the date of service of the
order a witten petition praying that the order of the director be
nodi fied, term nated, or set aside. A copy of the petition shall be
i medi ately served upon the director and the director shall then file
in the court the record of the proceeding. The court shall have
jurisdiction upon the filing of the petition, which jurisdiction shal
beconme exclusive upon the filing of the record to affirm nodify,
term nate, or set aside in whole or in part the order of the director
except that the director may nodify, term nate, or set aside an order
with the perm ssion of the court. The judgnent and decree of the court
shall be final, except that it shall be subject to appellate review
under the rules of court.
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((3))) (B6) The comencenent of proceedings for judicial review
under subsection ((£2r)) (5) of this section shall not operate as a
stay of any order issued by the director unless specifically ordered by
the court.

((4)) (7) Service of any notice or order required to be served
under RCW 30.04.450, 30.04.455, 30.12.040 or 30.12.042 shall be
acconplished in the sane nmanner as required for the service of process
in civil actions in superior courts of this state.

Sec. 19. RCW30.04.475 and 1994 ¢ 92 s 35 are each anended to read
as follows:

(1) The director may apply to the superior court of the county of
the principal place of business of the bank or trust conpany affected
for the enforcenent of any effective and outstandi ng order issued under
RCW 30. 04. 450, 30. 04. 455, 30.04.465, or 30.12.042, and the court shal
have jurisdiction to order conpliance therewth.

(2) No court shall have jurisdiction to affect by injunction or
otherwi se the issuance or enforcenent of any order or to review,
nmodi fy, suspend, term nate, or set aside any order except as provided
in RCW30. 04. 460, 30.04.465, and 30.04. 470.

Sec. 20. RCW30.12.040 and 1994 ¢ 92 s 64 are each anended to read
as follows:

( { Fhe—dtrector—may—serve—upon—a—director—olHcer—or—employee—of
banl . . e ¢ ' . .
to—renpve—the —person—Hom—olHece—or —to—prohi-bit—the—person—from
partietpation—in—the—conduct—of —the—atfatrs—of —the—bank—er—trust

conpaty—or—both—whenever—
H-—tn—the—opinton—of-—the—director—any—director——ofHecer——eor

{a} Any violation of law or rule or a cease and desist order
whi-ch—has—becomreftinal—

an : I . . : it h the bank_or
Erust—earpany-—ot
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e} T ol at] . I h of _fiduci I .
Hvelbwng —personal —dishonesty——recklessness——or—tnconpetence—on—the
part—ef—the—direetor—ofHicer—or—enployee—)) (1) The director nmay
issue and_serve a board director, officer, or_enployee of a_bank or
trust conpany with witten notice of intent to renove the person from
office or _enploynent or to prohibit the person from participating in
the conduct of the affairs of the bank or trust conpany or any_ other
depository institution, trust_ conpany, bank holding conpany, thrift
hol di ng conpany, or financial holding conpany doing business in this
state whenever, in the opinion of the director:

(a) Reasonabl e cause exists to_believe the person has commtted a
material violation of |aw, an_ unsafe and unsound practice, or a
violation or _practice involving a breach of fiduciary duty, persona
di shonesty, recklessness, or inconpetence; and

(b) The bank, trust conpany, or holding conpany has suffered or is
likely to suffer substantial financial |oss or other danage; or

(c) The interests of depositors or_ trust beneficiaries could be
seriously prejudiced by reason of the violation or practice.

(2) The director may issue and serve a board director, officer, or
enpl oyee of a holding conpany with witten notice of intent to renove
the person from office or enploynent or to prohibit the person from
participating in the conduct of the affairs of the holding conpany, its
subsidiary bank or trust conpany, or any other depository institution,
trust conpany, bank holding conpany, thrift holding conpany, or
financial hol di ng conpany doing business in this state whenever, in the
opi nion of the director:

(a) Reasonabl e cause exists to_believe the person has commtted a
material violation of |aw, an_ unsafe and unsound practice, or a
violation or _practice involving a breach of fiduciary duty, persona
di shonesty, recklessness, or inconpetence; and

(b) The subsidiary bank or trust conpany has suffered or is likely
to suffer substantial financial |oss or other danage; or
(c) The interests of depositors_or_ trust beneficiaries of the

p. 23 EHB 2831. SL



© 00 N O Ol W

10
11
12
13
14
15
16
17
18

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

subsidiary bank or trust conpany could be seriously prejudiced by
reason of the violation or practice.

NEW SECTION. Sec. 21. A newsection is added to chapter 30.12 RCW
to read as foll ows:

The director may serve witten notice of charges under RCW
30.12.040 to suspend a person fromfurther participation in any nanner
in the conduct of the affairs of a bank, trust conpany, or holding
conpany, if the director determ nes that such an action is necessary
for the protection of the bank or trust conpany, or the interests of
the depositors or trust beneficiaries of the bank or trust conpany.
Any suspension notice issued by the director is effective upon service,
and unl ess the superior court of the county of its principal place of
busi ness issues a stay of the order, remains in effect and enforceabl e
until :

(1) The director dismsses the charges contained in the notice
served to the person; or

(2) The effective date of a final order for renoval of the person
under RCW 30. 12. 040.

Sec. 22. RCW30.12.042 and 1994 ¢ 92 s 65 are each anended to read
as follows:

(1) A notice of an intention to renove a director, officer, or
enpl oyee from office or to prohibit his or her participation in the
conduct of the affairs of a bank ((e+)), trust conpany,_ or_holding
conpany shall contain a statenent of the facts which constitute grounds
therefor and shall fix a tinme and place at which a hearing wll be
held. The hearing shall be set not earlier than ten days ((re+)) or
later than thirty days after the date of service of the notice unless
an earlier or later date is set by the director at the request of the
director, officer, or enployee for good cause shown or of the attorney
general of the state.

(2) Unless the director, officer, or enployee appears at the
hearing personally or by a duly authorized representative, the person
shall be deenmed to have consented to the issuance of an order of
renmoval or prohibition or both. In the event of such consent or if
upon the record nmade at the hearing the director finds that any of the
grounds specified in the notice have been established, the director my
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issue such orders of renoval from office or prohibition from
participation in the conduct of the affairs of the bank ((e+)), trust
conpany, or hol ding conpany as the director may consi der appropriate.

(3) Any order shall becone effective at the expiration of ten days
after service upon the bank, trust conpany, or hol dinhg conpany and the
director, officer, or enployee concerned except that an order issued
upon consent shall becone effective at the tine specified in the order.

(4) An order shall remain effective except to the extent it is
stayed, nodified, termnated, or set aside by the director or a
review ng court.

Sec. 23. RCW30.12.044 and 1994 c 92 s 66 are each anended to read
as follows:

If at any tine because of the renoval of one or nore directors
under this chapter there shall be on the board of directors of a bank
((er)), trust conpany,_ or_holding_conpany less than a quorum of
directors, all powers and functions vested in or exercisable by the
board shall vest in and be exercisable by the director or directors

remaining until such tinme as there is a quorum on the board of
directors. |If all of the directors of a bank ((er)), trust conpany, or

hol di ng_conpany are renoved under this chapter, the director shall
appoi nt persons to serve tenporarily as directors until such tine as
their respective successors take office.

Sec. 24. RCW30.12.047 and 1994 ¢ 92 s 67 are each anended to read
as follows:

Any present or former director, officer, or enployee of a bank
((er)), trust conpany, or holding conpany, or any other person agai nst
whom there is outstanding an effective final order served upon the
person and who participates in any manner in the conduct of the affairs
of the bank ((er)), trust conpany, or holding conpany involved; or who
directly or indirectly solicits or procures, transfers or attenpts to
transfer, or votes or attenpts to vote any proxies, consents, or
aut hori zations with respect to any voting rights in the bank ((e+)) .
trust conpany, or holding conpany; or who, w thout the prior approval
of the director, votes for a director or serves or acts as a director,
officer, enployee, or agent of any bank ((er)), trust conpany, or
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hol di ng conpany shall upon conviction for a violation of any order, be
guilty of a gross m sdeneanor punishable as prescribed under chapter
9A. 20 RCW as now or hereafter anended.

Sec. 25. RCW30.12.070 and 1994 ¢ 92 s 70 are each anended to read
as follows:

The director may at any tine, if in his or her judgnent excessive,
unsafe, or inprovident | oans are being nade or are |likely to be made by
a bank or trust conpany to any of its directors or officers or the
directors or_officers of its holding conpany, or to any corporation
copartnership or association of which such director is a stockhol der,
menber, co-owner, or in which such director is financially interested,
or |like discounts of the notes or obligations of any such director,
corporation, copartnership or association are being made or are likely
to be made, require such bank or trust conpany to submt to himor her
for approval all proposed loans to, or discounts of the note or
obligation of, any such director, officer, corporation, copartnership
or association, and thereafter such proposed | oans and di scounts shal
be reported upon such fornms and with such information concerning the
desirability and safety of such loans or discounts and of the
responsibility and financial condition of the person, corporation,
copartnership or association to whom such loan is to be made or whose
note or obligation is to be discounted and of the anount and val ue of
any collateral that my be offered as security therefor, as the
director may require, and no such loan or discount shall be nade
wi thout his or her witten approval thereon.

Sec. 26. RCW30.12.090 and 2003 ¢ 53 s 186 are each anmended to
read as foll ows:

Every person who shall know ngly subscribe to or make or cause to
be made any false statenent or false entry in the books of any bank
((ef)), trust conpany, or holding conpany, or shall know ngly subscribe
to or exhibit any false or fictitious paper or security, instrunent or
paper, with the intent to deceive any person authorized to exam ne into
the affairs of any bank ((e+)) trust conpany, or holding conpany, or
shal |l make, state, or publish any fal se statenent of the anmount of the
assets or liabilities of any bank ((er)), trust conpany, or holding
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conpany, is gquilty of a class B felony punishable according to chapter
9A. 20 RCW

Sec. 27. RCW30.12.100 and 2003 ¢ 53 s 187 are each anended to
read as foll ows:

Every officer, director, or enployee or agent of any bank ((e+)).
trust conpany, or _hol ding conpany who, for the purpose of concealing
any fact or suppressing any evidence against hinself or herself, or
agai nst any other person, abstracts, renoves, nutil ates, destroys or
secretes any paper, book or record of any bank ((ef)), trust conpany,
or hol di ng conpany, or of the director, or of anyone connected with his
or her office, is guilty of a class B felony punishable according to
chapter 9A. 20 RCW

Sec. 28. RCW30.12.190 and 1989 ¢ 220 s 2 are each anended to read
as follows:

(1) Every person who shall knowi ngly violate, or know ngly aid or
abet the violation of any provision of RCW 30.04.010, 30.04.030,
30. 04. 050, 30.04.060, 30.04.070, 30.04.075, 30.04.111, 30.04.120,
30. 04. 130, 30.04.180, 30.04.210, 30.04.220, 30.04.280, ((36-642906,))
30. 04. 300, 30.08.010, 30.08.020, 30.08.030, 30.08.040, 30.08.050,
30. 08. 060, 30.08.080, 30.08.090, 30.08.095, ((36-68116—36-08-1206y))
30. 08. 140, 30.08.150, 30.08.160, 30.08.180, 30.08.190, 30.12.010,
30.12. 020, 30.12.030, 30.12.060, 30.12.070, 30.12.130, 30.12.180,
30.12. 190, 30.16.010, 30.20.060, ((36-46-010,)) 30.44.010, 30.44.020,
30.44.030, 30.44.040, 30.44.050, 30.44.060, 30.44.070, 30.44.080,
30.44.090, 30.44.100, 30.44.130, 30.44.140, 30.44.150, 30.44.160,
30.44.170, 30.44.240, 30.44.250, ((4319-020—4319036—43-19-050—and
43-19-0909)) 43.320.060, 43.320.070, 43.320.080, and_43.320.100, and
((every—person)) any director, officer, or enployee of a bank, trust
conpany, or holding conpany who fails to perform any act which it is
therein nade his or_ her duty to perform shall be guilty of a
m sdenmeanor. ((Ne—persoen))

(2) Adirector, officer, or enployee of a bank, trust conpany, or
hol di ng conpany who has been convicted for the violation of the banking
laws of this or any other state or of the United States shall not be
permtted to engage in or becone ((an—-etfHeer—eor—offietal)) or remin
a_Dboard _director, officer, or_ enployee of any bank ((e+)), trust
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conpany, or holding conpany organi zed and existing under the |aws of
this state, or of any other depository institution, trust conpany, bank
hol di ng conpany, thrift holding conpany, or financial holding conpany
doing business inthis state.

Sec. 29. RCW30.12.240 and 1994 ¢ 92 s 73 are each anended to read
as follows:

If the directors of any bank, trust conpany, or hol ding conpany
shall knowingly violate, or knowingly permt any of the officers,
agents, or ((servants)) enployees of the bank or_ trust conpany to
violate any of the provisions of this title or any I awful regulation or
directive of the director, and if the directors are aware that such
facts and circunstances constitute such violations, then each director
who participated in or assented to the violation is personally and
individually liable for all danmages which the state or any insurer of
the deposits of the bank or trust conpany, or any trust beneficiary of
the trust conpany, sustains due to the violation.

Sec. 30. RCW30.44.010 and 1994 ¢ 92 s 107 are each anended to
read as follows:

{ { Vhenever——shal—n—any—panner —appear—to—thedirector—that—any
bank —or —trust-—ecompany —has —violated —any —proviston—of —law—er—+s
GGHGHGPFHQ—44%i—bu5¥ﬂ€55~44%—&ﬂ—+HHHH4}—HBHHG¥"—GF—44%%~—FP—44#+EHE}—PG

director or officer thereof refuses to submt to examnation on oath
togehi-ng —Hs —eoncerns——or —that — - —has—fatted —to—carry—out —any
atthorized —order —or —direetion—of —an—examner)) (1) Under _the
circunstances set forth in subsection (2) of this section, the director
may give to a bank or trust conpany a notice to correct an unsafe
condition of the bank or trust conpany ((se—effending—oer—delnguent—or
whose—director—or—oltcer—is—thus—offendingor—delnguent—tLo—correct
steh—offense—or—delHngueney) ), and if such bank or trust conpany fails
to conply with the terms of such notice within thirty days from the
date of its issuance or within such further time as the director may
allow, then the director may take possession of such bank or trust
conpany as in the case of insolvency.

(2) The director is authorized to give notice and take possession
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of a bank or trust conpany, as_described in_ subsection (1) of this
section, under the follow ng circunstances:

(a) The obligations to its creditors, depositors, nenbers, trust
beneficiaries, if applicable, and others exceed its assets;

(b) I't has willfully violated a supervisory directive, cease and
desi st order, or other authorized directive or order of the director;

(c) It has concealed its_ books, papers, records, or_ assets, or
refused to submt its books, records, or affairs to any exani ner of the
departnent or the federal deposit insurance corporation;

(d) It is likely to be unable to pay its obligations or neet its
depositors' demands in the normal course of business;

(e) It ceases to have deposit insurance acceptable to the director;

(f) It fails to submt a capital restoration plan acceptable to the
departnment within a tinme previously called for or materially fails to
inplenent a capital restoration plan that was previously subnmtted and
accepted by the departnent; or

(a) It S critically undercapitalized or otherwise has

substantially insufficient capital.

Sec. 31. RCW30.44.020 and 1994 ¢ 92 s 108 are each anended to
read as foll ows:

(1) Wenever it shall in any manner appear to the director that any
of fense or delinquency referred to in RCW 30.44.010 ((fenders)) has
resulted in a bank or trust conpany ((+HA—anruhseund—oer—unsafe—condition
—capttatl—or—surplus—ts—reduced—or
by—this—title)) being critically undercapitalized with no_reasonably
foreseeabl e prospect of recovery, or that it has suspended paynent of
its obligations or is insolvent, the director may notify such bank or
trust conpany to | evy an assessnent on its stock or otherw se to nmake
good such inpairnment or offense or other delinquency within such tine
and in such manner as ((he—or-she)) the director may specify, or if
((he—er—she)) the director deens necessary ((he—or——she)), the director
may take possession thereof w thout notice.

(2) The board of directors of any such bank or trust conmpany, wth
the consent of the holders of record of two-thirds of the capital stock
expressed either in witing or by vote at a stockholders' neeting
called for that purpose, shall have power and authority to |evy such

aaa a¥a aVa' O\A aVa' m
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assessnent upon the stockholders pro rata and to forfeit the stock upon
whi ch any such assessnment is not paid, in the manner prescribed in RCW
30. 12. 180.

Sec. 32. RCW30.44.030 and 1994 ¢ 92 s 109 are each anended to
read as foll ows:

Wthin ten days after the director takes possession thereof, a bank
or trust conpany may serve a notice upon the director to appear before
t he superior court of the county wherein such corporation is |ocated
and at a tinme to be fixed by ((sa+d)) the court, which shall not be
| ess than five nor nore than fifteen days fromthe date of the service

of such notice, to show cause why ((sueh—ecorporation)) the director's

action taking possession of the bank or trust conpany should not be
( (restoredtothe possessionof+tsassets)) affirned. Upon the return
day of such notice, or such further day as the natter nay be continued
to, the court shall summarily hear said cause and shall dismss the
sane, if it be found that possession was taken by the director in good
faith and for cause, but if it find that no cause existed for the
taki ng possession of such ((eerperatien)) bank or trust conpany, it
shall require the director to restore such bank or trust conpany to
possession of its assets and enjoin ((hmoer—her)) the director from
further interference therewith w thout cause.

Sec. 33. RCW30.44.100 and 1994 ¢ 92 s 116 are each anended to
read as foll ows:

No receiver shall be appointed by any court for any bank or trust
conpany, nor shall any assignnment of any bank or trust conpany for the
benefit of creditors be valid, excepting only that a court otherw se
having jurisdiction may in case of inmmnent necessity appoint a
tenporary receiver to take possession of and preserve the assets of
such corporation. |Imediately upon any such appointnment, the clerk of
such court shall notify the director ((by—telegraph—anrd—rmait)) in
witing of such appointment and the director shall forthwith take
possessi on of such bank or, trust conpany, as in case of insolvency,
and ((sueh)) the tenporary receiver shall upon denmand of the director
surrender up to himor her such possession and all assets which shal
have cone into the ((hands)) possession of such receiver. The director
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shall in due course pay such receiver out of the assets of such
corporation such anmount as the court shall allow

Sec. 34. RCW30.44.110 and 2003 ¢ 53 s 190 are each anended to
read as foll ows:

(1) Every transfer of its property or assets by any bank or trust
conpany ((+Aathis——state)), nmade (&) in contenplation of insolvency((;y))
or after it shall have becone insolvent, (b) within ninety days before
the date the director takes possession of such bank or trust conpany
under RCW 30.44.010, 30.44.020, 30.44.100 or 30.44.160, or the federal
deposit insurance corporation is appointed as receiver or |iquidator of
such bank under RCW30.44.270, and (c) wth a viewto the preference of
one creditor over another((+)) or to prevent the equal distribution of
its property and assets anong its creditors, shall be void.

(2) Every director, officer, or enployee of a bank or trust conpany
maki ng any such transfer of assets is qguilty of a class B felony
puni shabl e according to chapter 9A 20 RCW

Sec. 35. RCW30.44.160 and 1994 ¢ 92 s 120 are each anended to
read as foll ows:

((Aay)) (1) Subject to the consent of the director, a bank or trust
conpany may voluntarily stipulate and_ consent to_an_order taking

possession and thereby place itself under the control of the director

to be |iquidated ((as—herein—providedby—posting)) and be nmade subj ect

to receivership as provided in this chapter

(2) Upon_issuance of such_order taking possession, the bank_ or
trust conpany shall post a notice on its door as follows: "This bank
(trust conpany) is in the ((hands)) possession of the ((State))
Director of the Washington State Departnent of Financial Institutions.™

(3) The posting of such notice or the taking possession of any bank
or trust conpany by the director shall be sufficient to place all of
its assets and property of every nature in his or her possession and
bar all attachnment proceedi ngs.

Sec. 36. RCW 30.44. 270 and 1994 ¢ 92 s 131 are each anended to
read as foll ows:
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(1) The federal deposit insurance corporation is hereby authorized
and enpowered to be and act w thout bond as receiver or |iquidator of
any bank or trust conpany the deposits in which are to any extent
i nsured by that corporation and of which the director shall have ((been

i it af i nabhility to mee o oo depositors))
t aken possession pursuant to RCW30.44.010, 30.44.020, or 30.44.160.

(2) In the event of such closing, the director nmay appoint the
federal deposit insurance corporation as receiver or |iquidator of such
bank or trust conpany.

(3) If the corporation accepts such appointnent, it shall have and
possess all the powers and privileges provided by the laws of this
state with respect to a liquidator of a bank or trust conpany, its
depositors and other creditors, and be subject to all the duties of
such |iquidator, except insofar as such powers, privileges, or duties
are in conflict with the provisions of the federal deposit insurance
act, as now or hereafter anended.

Sec. 37. RCW30.46.010 and 1994 ¢ 92 s 133 are each anended to
read as foll ows:

({ For—the—purposes—ol—this—chapter—the—fFolHlomng—terns—shat-t—be
def+ned—as—+Folltows:)) The definitions in this section apply throughout
this chapter unless the context clearly requires otherw se.

(1) "Unsafe condition"” shall nmean and include, but not be [imted
to, any one or nore of the follow ng circunstances:

(a) 11T a ((bank-s—capt-tal—+s—impatredor—+nmpatrrent—ol——capttal—s
threatened)) bank or trust conpany is less than well capitalized;

(b) I'f a bank or trust conpany violates the applicable provisions
of Title 30 RCWor any other |law or regulation applicable to banks or
trust conpani es;

(c) If a bank or _ trust_ conpany conducts a fraudulent or
questionable practice in the conduct of its business that endangers
((the)) a bank's or_ trust conpany's reputation or threatens its
sol vency;

(d) If a bank or trust conpany conducts its business in an unsafe
or unaut hori zed manner;

(e) If a bank or _ trust conpany violates any conditions of its
charter or any agreenent entered with the director; or
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(f) If a bank or trust conpany fails to carry out any authorized
order or direction of the exam ner or the director.

(2) "Exceeded its powers" shall nmean and include, but not be
limted to the foll ow ng circunstances:

(a) If a bank or trust conpany has refused to permt exam nation of
its books, papers, accounts, records, or affairs by the director,
assi stant director, or duly comm ssi oned exam ners; or

(b) If a bank or trust conpany has negl ected or refused to observe
an order of the director to make good, within the tinme prescribed, any
inmpairnment of its capital.

(3) "Consent" includes and neans a witten agreenent by the bank or
trust conpany to either supervisory direction or conservatorship under
this chapter.

Sec. 38. RCW32.04.020 and 1999 ¢ 14 s 13 are each anended to read
as follows:

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

3 —Fhe—use—of-—the—term—director-—refers—to—the—director—of
‘ ol . . .

(4} TFhe—use—of—the word—t o ¢ blished_offi
faetHity—other—than—the—prinheipal—ofHece—at—whi-ch—enployees—of—the
savi-ngs—banrk—take—depoestts— Fhe—term—“branch~—dees—not—refer—to—a

hi L |  undsi :
wH-h—savings —bank—enployees—who —are—not—tocated at—the—site—of—that
raehre-—unbess—enployees—ot—the—savings—bank—at —the—stte—ol—that

hi ked . | basis. e : : I
Hran — Hhe — savngs — bank — s —not — established — by — the — savings — bank—
regar-dl-ess—of—any—atH1ation-—accommpdatton—arrangerent—-—eor—other
relat-onshi-p — bebween — the — other — enti-ty — and — the — savings — bank—))
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"Adequately capitalized, critically undercapitali zed, significantly

undercapitalized," @ "undercapitalized,” @ and  "well-capitalized,"

respecti vely, have neani ngs consistent with the definitions these sane

ternms have under the pronpt corrective action provisions of the federal
deposit insurance act, 12 U.S.C. _Sec. 18310, or any successor federal
statute, and applicable enabling rules of the federal deposit insurance
corporation.

(2) "Bank_holding_ conpany”" neans_ a_bank_ holding_ conpany_under
authority of the federal bank hol di ng conpany act.

(3) "Branch" neans an established office or facility other than the
principal office, at which enpl oyees of the savings bank take deposits.
"Branch" does not nean a nmachine permtting custoners to | eave funds in
storage or communicate wth savi ngs bank enpl oyees who are not | ocated
at the site of that machine, unless enployees of the savings bank at
the site of that nmachine take deposits on_a reqular basis. An office
of an entity other than the savings bank is not_ established by the
savi ngs bank, regardless of any affiliation, accommbdati on arrangenent,
or other relationship between the other entity and the savi ngs bank.

(4) "Departnent” neans the Washington state departnent of financial
institutions.

(5)"Director"” neans the director of the departnent.

(6) "Financial holding conpany” neans a financial services holding
conpany under the authority of the federal bank hol di hg conpany act.

(7) "Holding conpany”" neans a_bank hol ding conpany, financial
hol di ng conpany, or thrift holding conpany of a savi ngs bank organi zed
under chapter 32.08 RCW converted from a nutual savings bank to_a
stock savings bank under chapter 32.32 RCW or converted to a state
savi ngs bank under chapter 32.34 RCW

(8) "Mutual _savings" when_used_as_part_ of a_ nane_under which
business 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 may be thereafter operated under the requirenents
of this title is hereby prohibited.

(9) "Savings_bank" or "nutual savings bank" neans_savi ngs banks
organi zed under chapter 32.08 or 32.35 RCWor converted under chapter
32.32 or 33.44 RCW

(10) "Thrift holding conpany” neans_a thrift institution_ hol ding
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conpany under authority of laws and rules adm nistered by the federal
office of thrift supervision, or its successor agency.

NEW SECTION. Sec. 39. A newsection is added to chapter 32.04 RCW
to read as foll ows:

(1) Each savings bank and its directors, officers, enployees, and
agents, shall conmply with

(a) This title and chapter 11.100 RCW as applicable to each of
t hem

(b) The rules adopted by the departnent with respect to savings
banks;

(c) Any lawful direction or order of the director;

(d) Any lawful supervisory agreenent with the director; and

(e) The applicable statutes, rules, and regul ati ons adm ni stered by
the board of governors of the federal reserve system the federal
office of thrift supervision, and the federal deposit 1nsurance
corporation with respect to savings banks and hol di ng conpani es.

(2) Each holding conpany, and its directors, officers, enployees,
and agents, shall conmply wth:

(a) The provisions of this title that are applicable to each of
t hem

(b) The rules of the departnent that are applicable with respect to
hol di ng conpani es;

(c) Any lawful direction or order of the director;

(d) Any lawful supervisory agreenent with the director; and

(e) The applicable statutes, rules, and regul ati ons adm ni stered by
the board of governors of the federal reserve system or the federa
office of thrift supervision, or applicable successor agency, wth
respect to hol ding conpanies, the violation of which would result in an
unsaf e and unsound practice or material violation of law with respect
to the subsidiary savings bank of the hol di ng conpany.

(3) The violation of any supervisory agreenent, directive, order,
statute, rule, or regulation referenced in this section, in addition to
any other penalty provided in this title, shall, at the option of the
director, subject the offender to a penalty of up to ten thousand
dollars for each offense, payable wupon issuance of any order or
directive of the director, which my be recovered by the attorney
general in acivil action in the nane of the departnent.

p. 35 EHB 2831. SL



©O© 00 N O Ol WDN P

[
o

11
12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30
31

32
33
34
35

Sec. 40. RCW 32.04.070 and 1955 c 13 s 32.04.070 are each anended
to read as foll ows:

Copies fromthe records, books, and accounts of a savings bank and
its holding conpany shall be conpetent evidence in all cases, equal
with originals thereof, if there is annexed to such copies an affidavit
taken before a notary public or clerk of a court under seal, stating
that the affiant is the officer of the savings bank or hol di ng conpany
havi ng charge of the original records, and that the copy is true and
correct and is full so far as the sanme relates to the subject matter
t herei n nentioned.

Sec. 41. RCW 32.04.100 and 2003 ¢ 53 s 194 are each anended to
read as foll ows:

Every person who knowi ngly subscribes to or nmakes or causes to be
made any false statement or false entry in the books of any savings
bank or its hol di ng conpany, or know ngly subscribes to or exhibits any
false or fictitious security, docunent or paper, with the intent to
deceive any person authorized to examne into the affairs of any
savings bank or its holding conpany, or nmakes or publishes any false
statenent of the anmount of the assets or liabilities of any such
savings bank or _ its holding conpany is quilty of a class B felony
puni shabl e according to chapter 9A 20 RCW

Sec. 42. RCW 32.04.110 and 2003 ¢ 53 s 195 are each anended to
read as foll ows:

Every board trustee or director, officer, enployee, or agent of any
savings bank or its holding conpany who for the purpose of concealing
any fact suppresses any evidence agai nst hinself or herself, or against
any ot her person, or who abstracts, renoves, nutilates, destroys, or
secretes any paper, book, or record of any savings bank or its hol di ng
conpany, or of the director, or anyone connected with his or her office
is guilty of a class B felony punishable according to chapter 9A 20
RCW

Sec. 43. RCW32.04.211 and 1994 ¢ 92 s 300 are each anended to
read as foll ows:

(1) The director, assistant director, or an exam ner shall visit
each savings bank at | east once every eighteen nonths, and oftener if
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necessary, or as otherwise required by the rules and interpretations of
applicable federal banking exam nation authorities, for the purpose of
making a full investigation into the condition of such corporation, and
for that purpose they are hereby enpowered to adm nister oaths and to
exam ne under oath any director, officer, enployee, or agent of such
cor porati on.

(2) The director may nake such other full or partial exam nations
as deened necessary and may exam ne any hol di ng conpany that owns any
portion of a savings bank chartered by the state of Wshington and
obtain reports of condition for any holding conpany that owns any
portion of a savings bank chartered by the state of Washi ngton.

(3) The director may visit and examne into the affairs of any
nonpublicly held corporation in which the savings bank or its hol ding
conpany has an investnent or any publicly held corporation the capital
stock of which is controlled by the savings bank or its holding
conpany; nmy apprai se and reval ue such corporations' investnents and
securities; and shall have full access to all the books, records,
papers, securities, correspondence, bank accounts, and ot her papers of

such corporations for such purposes. ((Fhedirector—may—+nhis—orher
i on. N e ¢ . : . L hi .
the exam nations conducted at the direction of the federal reserve
board or- t he Federal Deposit- I nsurance Corporation.))

(4) Any wllful false swearing in any exam nation is perjury in the
second degree.

((2)) (5) The director may enter into cooperative and reciprocal
agreenments with the bank regulatory authorities of the United States,
any state, the District of Colunmbia, or any trust territory of the
United States for the periodic exam nation of domestic savings banks or
hol di ng conpani es owning banking institutions in other states, the
District of Colunbia, or trust territories, and subsidiaries of such
donestic savings banks and holding conpanies, or of out-of-state
hol di ng conpani es owning a savings bank the principal operations of
which are conducted in this state. ((Fhedirector—rmyaccept—reports
of exam nation and other records from such authorities in lieu of
conducting his or her owtr exam nations.))

(6) The director may, in his or_her discretion, accept in lieu of
the exam nations required in this section the exam nations and reports
conducted, as applicable, at the direction of the board of governors of
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the federal reserve system the federal office of thrift supervision,
the federal deposit insurance corporation, any successor federal thrift
requlator or thrift holding conpany reqgulator, or other authorities,
donestic, foreign, or alien.

(7) The director nmay enter into joint actions wth other
regul at ory bodi es having concurrent jurisdiction or may enter into such
actions independently to carry out his or her responsibilities under
this title and assure conpliance with the laws of this state.

Sec. 44. RCW32.04.220 and 2005 c 274 s 258 are each anended to
read as foll ows:

(1) Al examnation reports and all information obtained by the
director and the director's staff in conducting exam nations of
((mtual)) savings banks, and information obtained by the director and
the director's staff from other state or federal bank regulatory
authorities with whomthe director has entered into agreenents pursuant
to RCW 32.04.211, and information obtained by the director and the
director's staff relating to exam nation and supervision of holding
conpani es owni ng a savings bank in this state or subsidiaries of such
hol di ng conpani es, is confidential and privileged i nformati on and shal
not be made public or otherwise disclosed to any person, firm
corporation, agency, association, governnental body, or other entity.

(2) Subsection (1) of this section notw thstanding, the director
may furnish all or any part of exam nation reports, work papers, fina
orders, or other information obtained in the conduct of an exam nation
or investigation prepared by the director's office to:

(a) Federal agencies enpowered to exam ne ((#utual)) savi ngs banks;

(b) Bank regulatory authorities with whomthe director has entered
into agreenments pursuant to RCW 32.04.211, and other bank regulatory
authorities who are the primary regulatory authority or insurer of

accounts for a holding conpany owning a savings bank the principa
operations of which are conducted in this state or a subsidiary of such
hol di ng conpany; provided that the director shall first find that the
reports of exam nation to be furnished shall receive protection from
di scl osure conparable to that accorded by this section

(c) Oficials enpowered to investigate crimnal charges subject to
| egal process, valid search warrant, or subpoena. If the director
furni shes any exam nation report to officials enpowered to investigate
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crimnal charges, the director may only furnish that part of the report
whi ch is necessary and pertinent to the investigation, and the director
may do this only after notifying the affected ((+mutual)) savi ngs bank
and any custoner of the ((mutual)) savings bank who is naned in that
part of the report of the order to furnish the part of the exam nation
report unless the officials requesting the report first obtain a waiver
of the notice requirenent froma court of conpetent jurisdiction for
good cause;

(d) The exam ned savi ngs bank or hol di ng conpany t her eof;

(e) The attorney general in his or her role as | egal advisor to the
di rector;

(f) Liquidating agents of a distressed savi ngs bank;

(g) A person or organization officially connected with the savings
bank as officer, director, attorney, auditor, or independent attorney
or i ndependent auditor;

(h) The Washi ngton public deposit protection conm ssion as provided
by RCW39. 58. 105,

(i) Oganizations insuring_ or quaranteeing the shares of,
deposits in, the savings bank; or

(j) _Oher persons as the director may deternine necessary to
protect the public interest and confi dence.

(3) All exam nation reports, work papers, final orders, and other
information obtained in the conduct of an exam nation or investigation
furni shed under subsections (2) and (4) of this section shall remain
the property of the departnment of financial institutions, and be
confidential, and no person, agency, or authority to whom reports are
furnished or any officer, director, or enployee thereof shall disclose
or make public any of the reports or any information contained therein
except in published statistical material that does not disclose the
affairs of any individual or corporation: PROVI DED, That nothing
herein shall prevent the use in a crimnal prosecution of reports
furni shed under subsection (2) of this section.

(4) The exam nation report nade by the departnent of financial
institutions is designed for use in the supervision of the ((mutual))
savi ngs bank, and the director may furnish a copy of the report to the
((mtual)) savings bank exam ned. The report shall remain the property
of the director and will be furnished to the ((#utual)) savings bank
solely for its confidential use. Under no circunstances shall the

or
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((mtual)) savings bank or any of its trustees, officers, or enpl oyees
di sclose or make public in any manner the report or any portion
thereof, to any person or organi zation not connected with the savings
bank as officer, director, enployee, attorney, auditor, or candi date
for executive office with the bank. The savings bank may al so, after
execution of an agreenent not to disclose information in the report,
di scl ose the report or relevant portions thereof to a party proposing
to acquire or merge wth the savi ngs bank.

(5) Exam nation reports and information obtained by the director
and the director's staff in conducting exam nations, or from other
state and federal bank regulatory authorities with whom the director
has entered into agreenents pursuant to RCW 32.04.211, or relating to
exam nati on and supervi sion of hol di ng conpani es owni ng a savi ngs bank
the principal operations of which are conducted in this state or a
subsidiary of such holding conpany, shall not be subject to public
di scl osure under chapter 42.56 RCW

(6) In any civil action in which the reports are sought to be
di scovered or used as evidence, any party my, upon notice to the
director, petition the court for an in canera review of the report.
The court may permt discovery and introduction of only those portions
of the report which are relevant and otherw se unobtainable by the
requesting party. This subsection shall not apply to an action brought
or defended by the director.

(7) This section shall not apply to investigation reports prepared
by the director and the director's staff concerning an application for
a new ((putual)) savings bank or an application for a branch of a
((mtual)) savings bank: PROVIDED, That the director may adopt rul es
maki ng confidential portions of the reports if in the director's
opinion the public disclosure of the portions of the report would
inpair the ability to obtain the information which the director
considers necessary to fully evaluate the application.

(8) Notwi thstanding any other provision of this section or_other
applicable law, _a_ savings bank_ or _ holding conpany shall not_ be_in
violation of any provision of this section on account of its conpliance
wth required reporting to the federal securities and_exchange
conmi ssion, including the disclosure of any order of the director.

(9) Every person who violates any provision of this section shall
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( (forfett—theperson-s—officeorenployrent—and)) be guilty of a gross

m sdeneanor.

Sec. 45. RCW 32.04.250 and 1994 ¢ 92 s 302 are each anended to
read as foll ows:

(1) The director may issue and serve a notice_of charges upon a
((mtual)) savings bank ((a—+nettee—-of—~charges—+f)) when, in the opinion

of the director ((anry—rmtual——savings—bank)):
(a) ((+s—engaging—oe+r)) It has engaged in an unsafe ((er)) and

unsound practice in conducting or in relation to ((+he)) its business
{ { ofF—the—rmutual—savings—hank) ) ;

(b) ((+s—wviolating—er)) It has violated ((the—law—rule—or—any
condition—inposed—in—witing—by—the—direetor—in—connection—wth-the

or—ahy—wtten—agreerent—rade—wth—the—direetoer)) any provision_ of
section 39 of this act; or

(c) ((+s—about—todothe)) It is planning, attenpting, or currently
conducting any act((s)) prohibited in (a) or (b) of this subsection
{ { when—the—opinton—that—the—threat —exists—is—based —upon—reasonable
cause)).

(2) The director _may issue and_serve a notice_of charges upon_a
hol di ng conpany when, in the opinion of the director:

(a) The holding conpany has commtted a violation of section 39(2)
of this act;

(b) The conduct of the holding conpany has resulted in an unsafe
and__unsound_practice_at _the_ savings bank_ or a_violation_ of any
provi sion of section 39 of this act by the savings bank; or

(c) The holding conpany is_ planning, attenpting, or currently
conducting any act prohibited in (a) or (b) of this subsection.

(3) The notice shall contain a statenent of the facts constituting
the alleged violation or violations or the practice or practices and
shall fix a time and place at which a hearing will be held to determ ne
whether an order to cease and desist should issue against the
((mtual)) savings bank or holding conpany. The hearing shall be set
not earlier than ten days ((rer)) or later than thirty days after
service of the notice, unless a |ater date is set by the director at
the request of the ((mutual)) savi ngs bank or hol di hg conpany.
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(4) Unless the ((mutual)) savings bank or_ holding conpany shall
appear at the hearing by a duly authorized representative, it shall be
deened to have consented to the i ssuance of the cease and desi st order
In the event of this consent or if upon the record nade at the hearing
the director finds that any violation or practice specified in the
notice of charges has been established, the director may issue and
serve upon the ((mutdal)) savings bank or hol ding conpany an order to
cease and desist fromthe violation or practice. The order may require
the ((putual)) savings bank or_ holding conpany, and its trustees,
of ficers, enployees, and agents, to cease and desist fromthe violation
or practice and may require the ((#utual)) savings bank or_hol ding
conpany to take affirmative action to correct the conditions resulting
fromthe violation or practice.

((63))) (5) A cease and desist order shall becone effective at the
expiration of ten days after the service of the order wupon the
((mtual)) savings bank or holding conpany concerned, except that a
cease and desi st order issued upon consent shall becone effective at
the tinme specified in the order and shall remain effective as provided
therein, unless it is stayed, nodified, term nated, or set aside by
action of the director or a review ng court.

Sec. 46. RCW32.04.260 and 1994 ¢ 92 s 303 are each anended to
read as foll ows:

((W I ' I : I I £ ed
3204250 —er—thei+—econtinuation—is—Hkely—to—cause —inselveney—or
substantial—di-ssipatton—ef—assets—or—earntngs—of—the—mutual—savings
bank — e+ —t6 — etherw-se — seriously — prejudice —the —nterest —of —Hts

The order shall becone effective upon service on the nutual savings
bank —and-—unless —set-—astde——H-mted-—or—suspended —by—a—ecourt-—n

agai-nst—the mutual—savings bank under RCW 32.-64.-2506.)) (1) The director

my also issue a tenporary order requiring a savings bank or its
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hol ding_conpany, or both, to cease_ and_ desist_ from any action_or
om ssion, as specifiedin RCW32.04.250, or its continuation, which the
di rector has determ ned:

(a) Constitutes an_unsafe and_ unsound_ practice, or_a_ naterial
violation of section 39 of this act affecting the savings bank;

(b) Has resulted in the savings bank being |less than adequately
capitalized; or

(c) Is likely to cause_insolvency or_ substantial dissipation of
assets_or earnings_of the savings bank, or_ to otherw se_ seriously
prejudice the interests of the savings bank's depositors.

(2) The order is effective upon service on_the_ savings bank or
hol di ng conpany, and renmins effective unless set aside, limted, or
suspended by the_ superior court in_ proceedings under RCW 32.04.270
pending the_ conpletion of the admnistrative proceedings_ under the
notice and_until such tinme_as_the director dism sses the_charges
specified in the notice or until the effective date of a cease and
desi st order issued against the_ savings bank or holding conpany under
RCW 32. 04. 250.

Sec. 47. RCW 32.04.270 and 1979 c 46 s 3 are each anended to read
as follows:

(1) Wthin ten days after a ((mual)) savings bank or_hol ding
conpany has been served with a tenporary cease and desist order, the
((Putdal)) savings bank or holding conpany may apply to the superior
court in the county of its principal place of business for an
injunction setting aside, limting, or suspending the order pending the
conpletion of the adm nistrative proceedings pursuant to the notice
served under RCW32. 04. 250.

(2) The superior court shall have jurisdiction to issue the
i njunction.

Sec. 48. RCW 32.04.290 and 1994 ¢ 92 s 305 are each anended to
read as foll ows:

(1) Any admnistrative hearing provided in RCW 32.04.250 or
32.16. 093 {{ may—beheld—at—sueh place—as—+s—destgnated-by thedirector
and—shatH—be—conducted—inaccordance withchapter—34-05-ROA ) nust be
conducted in accordance with chapter 34.05 RCWand held at the place
designated by the director, and may be conducted by the departnent.
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The hearing shall be private unless the director determnes that a
public hearing is necessary to protect the public interest after fully
considering the views of the party afforded the hearing.

(2) Wthin sixty days after the hearing, the director shall render
a deci sion which shall include findings of fact upon which the deci sion
i s based and shall issue and serve upon each party to the proceedi ng an
order or orders consistent wth RCW32.04. 250 or 32.16.093, as the case
may be.

(3) Unless a petition for reviewis tinely filed in the superior
court of the county of the principal place of business of the affected
mut ual savi ngs bank under subsection ((2)) (5) of this section, and
until the record in the proceeding has been filed as provided therein,
the director may at any tine nodify, termnate, or set aside any order
upon such notice and in such manner as he or she shall deem proper
Upon filing the record, the director may nodify, termnate, or set
asi de any order only with perm ssion of the court.

(4) The judicial reviewprovided in this section shall be exclusive
for orders issued under RCW32.04. 250 and 32. 16. 093.

((2)) (5) Any party to the proceeding or any person required by
an order, tenporary order, or injunction issued under RCW 32.04. 250,
32.04.260, 32.04.280, or 32.16.093 to refrain from any of the
viol ations or practices stated therein nmay obtain a review of any order
served under subsection (1) of this section other than one issued upon
consent by filing in the superior court of the county of the principal
pl ace of business of the affected nutual savings bank within ten days
after the date of service of the order a witten petition praying that
the order of the director be nodified, term nated, or set aside. A
copy of the petition shall be imedi ately served upon the director and
the director shall then file in the court the record of the proceeding.
The court shall have jurisdiction upon the filing of the petition,
which jurisdiction shall beconme exclusive upon the filing of the
record, to affirm nodify, termnate, or set aside in whole or in part
the order of the director except that the director may nodify,
termnate, or set aside an order with the perm ssion of the court. The
judgnent and decree of the court shall be final, except that it shall
be subject to appell ate review under the rules of court.

((3))) (B6) The comrencenent of proceedings for judicial review
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under subsection ((€2r)) (5) of this section shall not operate as a
stay of any order issued by the director unless specifically ordered by
the court.

((64)y)) (7) Service of any notice or order required to be served
under RCW 32.04. 250, 32.04.260, or 32.16.093, or under RCW 32.16.090,
as now or hereafter anended, shall be acconplished in the sane nmanner
as required for the service of process in civil actions in superior
courts of this state.

Sec. 49. RCW 32.08.153 and 2003 ¢ 24 s 4 are each anended to read
as follows:

(1) Notwi thstanding any restrictions, Iimtations, and requirenents
of law, in addition to all powers, express or inplied, that a nmutua
savi ngs bank has under the laws of this state, a nutual savings bank
shal | have ((the powers and authorities that- national banks had on July
2+—2003)) each and every power and authority that any national bank
had on July 28, 1985, or on any subsequent date not l|later than July 27,
2003.

(2) The restrictions, limtations, and requirenents applicable to
specific powers or authorities of national banks apply to mnutual
savi ngs banks exercising those powers or authorities permtted under
this section but only insofar as the restrictions, limtations, and
requirenents relate to exercising the powers or authorities granted
mut ual savings banks solely under this section. The _director may
require such a savings bank to provide notice prior to inplenentation
of a plan to develop, inprove, or continue holding an individual parcel
of real estate, including capitalized and operating | eases, acquired
t hrough any neans in full or partial satisfaction of a debt previously
contracted, under circunstances_in_which_a_ national bank_ would_ be
required to provide notice to the conptroller of the currency prior to
inpl enentation of such a plan. The director nmay adopt rules, orders,
directives, standards, policies, nenoranda or other comrunications to
specify quidance with regard to the exercise of the powers and
authorities to expend such funds as are needed to enabl e such a savi ngs
bank to recover its total investnent, to the fullest extent authorized
for a national bank under the national bank act, 12 U.S. C._Sec. 29.
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NEW SECTION. Sec. 50. A newsection is added to chapter 32.08 RCW
to read as foll ows:

A nmutual savings bank may exercise the powers and authorities
granted, after July 27, 2003, to national banks or their successors
under federal law, only if the director finds that the exercise of such
powers and authorities:

(a) Serves the convenience and advantage of depositors and
borrowers; and

(b) Maintains the fairness of conpetition and parity between state-
chartered mutual savings banks and national banks or their successors
under federal |aw

(2) The restrictions, limtations, and requirenents applicable to
speci fic powers or authorities of national banks or their successors
under federal |aw shall apply to nmutual savings banks exercising those
powers or authorities permtted under this section but only insofar as
the restrictions, limtations, and requirenents relate to exercising
the powers or authorities granted nutual savings banks solely under
this section.

(3) As wused in this section, "powers and authorities" include
without |imtation powers and authorities in corporate governance
matters.

Sec. 51. RCW32.16.090 and 1994 ¢ 92 s 331 are each anended to
read as foll ows:

((Vhenever the director finds that:

Ho—Any —trustee—ofHcer—or—enployee—of—any —nutual—sav-ngs—bank
I . I i

» ol at : Law Le. | des I hicl
has becone final;
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to—renpve—the —person—Hom—olHce—or —to—prohibit—the—person—from
part-etpat-on—in—the—conduect—ofb —the—altatrs—sb —the —mutual —savings
bank—)) The director may issue and serve a board director, officer, or
enpl oyee of a savings bank with witten notice of intent to renpve the
person from office or enployment or to prohibit the person from
participating in the conduct of the affairs of the savings bank or any
other depository institution, trust_ conpany, bank_ holding_ conpany,
thrift holding conpany, or financial holding conpany doing business in
this state whenever, in the opinion of the director:

(1)(a) Reasonable cause exists to believe the person has comm tted
a_mterial violation of law, an_unsafe and_ unsound_ practice, or_a
violation or _practice involving a breach of fiduciary duty, persona
di shonesty, recklessness, or inconpetence; and

(b) The bank, trust conpany, or holding conpany has suffered or is
likely to suffer substantial financial |oss or other danage; or

(c) The interests of depositors or trust beneficiaries could be
seriously prejudiced by reason of the violation or practice.

(2) The director nay issue and serve a board director, officer, or
enpl oyee of a holding conpany of a savings bank with witten notice of
intent to renove the person from office or enploynent or to prohibit
the person from participating in the conduct of the affairs of the
holding conpany, its subsidiary bank, or any other depository
institution, trust conpany, bank holding conpany, thrift holding
conpany, or _financial holding conpany doing business in this_state
whenever, in the opinion of the director:

(a) Reasonabl e cause exists to_believe the person has commtted a
material violation of |aw, an_ unsafe and unsound practice, or a
violation or _practice involving a breach of fiduciary duty, persona
di shonesty, recklessness, or inconpetence; and

(b) The subsidiary savings bank has suffered or is likely to suffer
substantial financial |oss or other danage; or

(c) The interests of depositors_or_ trust beneficiaries of the
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subsi di ary savi ngs bank could be seriously prejudiced by reason of the
violation or practice.

NEW SECTION. Sec. 52. A newsection is added to chapter 32.16 RCW
to read as foll ows:

The director may serve witten notice of charges under RCW
32.16.090 to suspend a person fromfurther participation in any nanner
in the conduct of the affairs of a savings bank or hol ding conpany, if
the director determnes that such an action is necessary for the
protection of the savings bank or hol di ng conpany, or the interests of
t he depositors. Any suspension notice issued by the director is
ef fective upon service, and unl ess the superior court of the county of
its principal place of business issues a stay of the order, renmains in
effect and enforceable until:

(1) The director dismsses the charges contained in the notice
served to the person; or

(2) The effective date of a final order for renoval of the person
under RCW32. 16. 093.

Sec. 53. RCW32.16.093 and 1994 ¢ 92 s 332 are each anended to
read as foll ows:

(1) A notice of anintention to renove a board trustee or director,
officer, or enployee from office or to prohibit his or her
participation in the conduct of the affairs of a ((mutual)) savings
bank or hol ding conpany shall contain a statenent of the facts which
constitute grounds therefor and shall fix a time and place at which a
hearing will be held. The hearing shall be set not earlier than ten
days ((ne+)) or later than thirty days after the date of service of the
notice unless an earlier or later date is set by the director at the
request of the board trustee or director, officer, or enployee for good
cause shown or at the request of the attorney general of the state.

(2) Unless the board trustee or_director, officer, or enployee
appears at the hearing personally or by a duly authorized
representative, the person shall be deenmed to have consented to the
i ssuance of an order of renoval or prohibition or both. In the event
of such consent or if upon the record made at the hearing the director
finds that any of the grounds specified in the notice have been
establ i shed, the director may issue such orders of renoval fromoffice
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or prohibition fromparticipation in the conduct of the affairs of the
((mutdal)) savings bank or hol di ng conpany as the director nay consi der
appropri ate.

(3) Any order wunder this section shall becone effective at the
expiration of ten days after service upon the ((+#stual)) savings bank
or holding_conpany and the trustee, director, officer, or enployee

concerned except that an order issued upon consent shall becone
effective at the tine specified in the order.

An order shall remain effective except to the extent it is stayed,
nodi fied, termnated, or set aside by the director or a reviewng
court.

Sec. 54. RCW 32.16.095 and 1994 ¢ 92 s 333 are each anended to
read as foll ows:

If at any tinme because of the renoval of one or nore trustees or
directors under this chapter there shall be on the board of trustees or
board of directors of a ((rmutual)) savings bank | ess than a quorum of
trustees or directors, all powers and functions vested in, or
exercisable by the board shall vest in, and be exercisable by the
trustee or trustees or director or directors remaining, until such tine
as there is a quorum on the board of trustees or board of directors.
If all of the trustees or directors of a ((mutual)) savings bank are
renmoved under this chapter, the director shall appoint persons to serve
tenporarily as trustees or directors wuntil such time as their
respecti ve successors take office.

Sec. 55. RCW32.16.097 and 1994 ¢ 92 s 334 are each anended to
read as foll ows:

Any present or fornmer trustee, board director, officer, or enployee
of a ((mutual)) savings bank or hol ding conpany or any other person
agai nst whomthere is outstanding an effective final order issued under
RCW 32. 16. 093, which order has been served upon the person, and who, in
violation of the order, (1) participates in any manner in the conduct
of the affairs of the ((sual)) savings bank or _holding_conpany
involved; or (2) directly or indirectly solicits or procures, transfers
or attenpts to transfer, or votes or attenpts to vote any proxies
consents, or authorizations with respect to any voting rights in the
((mtdal)) savings bank or holding conpany; or (3) wthout the prior

p. 49 EHB 2831. SL



a b W N

©O© 00 N O

10
11
12
13
14
15
16
17

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

approval of the director, votes for a board trustee or director_or
serves or acts as a trustee, director, officer, enployee, or agent of
any ((#utual)) savings bank or holding conpany, shall be guilty of a
gross m sdeneanor, and, upon conviction, shall be punishable as
prescri bed under chapter 9A. 20 RCW

Sec. 56. RCW 32.16.140 and 1994 ¢ 92 s 335 are each anended to
read as foll ows:

If the trustees or directors of any savings bank or hol di ng conpany
shall knowingly violate, or knowingly permt any of the officers,
agents, or ((servants)) enployees of the savings bank or_hol ding
conpany to violate any of the provisions of this title or any | awful
regulation or directive of the director, and if the trustees or
directors are aware that such facts and circunstances constitute such
violations, then each trustee_ or director who participated in or
assented to the violation is personally and individually |liable for al
damages which the state or any insurer of the deposits of the savings
bank sustains due to the violation.

Sec. 57. RCW32.20.285 and 1981 c 86 s 5 are each anended to read
as follows:

((A—+utual)) Subject to such requirenents, restrictions, or other
conditions as_the_ director nmy adopt by rule, order, directive,
standard, policy, nmenorandum or other communication with regard to the
investnent, a savings bank may invest its funds in such real estate,
i nproved or uninproved, and its fixtures and equi pnent, as the savi ngs
bank shall purchase either alone or with others or through ownership of
interests in entities holding such real estate. The savings bank may
i nprove property which it owns, and rent, |ease, sell, and otherw se
deal in such property, the sane as any other owner thereof. The total
amount a ((mutyal)) savings bank may invest pursuant to this section
shall not exceed twenty percent of its funds. No officer or board
trustee or director of the savings bank shall own or hold any interest
in any property in which the savings bank owns an interest, and in the
event the bank owns an interest in property hereunder with or as a part
of another entity, no officer or board trustee or_director of the
savi ngs bank shall own nore than two and one-half percent of the equity
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or stock of any entity involved, and all of the officers and board
trustees or directors of the savings bank shall not own nore than five
percent of the equity or stock of any entity invol ved.

Sec. 58. RCW 32.24.040 and 1994 ¢ 92 s 342 are each anended to
read as foll ows:

touehing —Hts—econcerns——or —that — i+ —has—fat-ed —to—ecarry—out—any
avthorized—order—or—direction—of the direetor—sueh)) (1) Under the

circunstances set forth in subsection (2) of this section, the director
may give to a savings bank notice ((t+e—the+wutual)) of unsafe condition
of the savings bank ((se—effending—er—delnguent—er—whose—trustee—or
ofH-Hecer—+s—thus —ofHending—or —debHnguent —to—correect—such—olense—or
deHngueneys-) ), and if the ((mtual)) savings bank fails to conply with
the ternms of such notice within thirty days from the date of its
i ssuance, or within such further time as the director may allow, then
the director may take possession of such ((futual)) savings bank as in
t he case of insol vency.

(2) The director is authorized to give notice and take possession
of a_ savings_bank, as_described in_subsection (1) of this_section
under the follow ng circunstances:

(a) The obligations to its creditors, depositors, nenbers, trust
beneficiaries, if applicable, and others exceed its assets;

(b) I't has willfully violated a supervisory directive, cease and
desi st order, or other authorized directive or order of the director;

(c) It has concealed its_ books, papers, records, or_ assets, or
refused to submt its books, records, or affairs to any exan ner of the

depart nent ;

(d) It is likely to be unable to pay its inmedi ate obligations or
nmeet its depositors' imediate demands in_ the normal course of
busi ness;

(e) It ceases to have deposit insurance acceptable to the director;
(f) It fails to subm<t a capital restoration plan acceptable to the
departnment within a tinme previously called for or materially fails to
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i mpl enent _a capital restoration plan that was previously submtted and
accepted by the departnent; or
() | t S critically undercapitalized or otherwise has

substantially insufficient capital.

Sec. 59. RCW32.24.050 and 1994 ¢ 92 s 343 are each anended to
read as foll ows:

(1) Whenever it appears to the director that any offense or
del i nquency referred to in RCW 32.24.040 ((renders—a—nutuyal)) has
resulted in_a savings bank ((+r—anr—unRseund—er—unsafe—condition—teo
contthue—+ts—bustness)) being_ critically undercapitalized wth no
reasonably foreseeable prospect of recovery, or that it has suspended
paynent of its obligations, or is insolvent, ((sueh)) the director may
notify such savings bank to |l evy an assessnent on its stock, if any, or
ot herwi se to nmake good such inpairnent or offense or other delinguency
within such tine and in such manner as the director may specify, or if

the director deens necessary, the director may take possession thereof
W t hout noti ce.

(2) Upon taking possession of any ((#s#tdal)) savings bank, the
director shall forthwith proceed to |iquidate the business, affairs,
and assets thereof and such |liquidation shall be had in accordance with
the provisions of |aw governing the |liquidation of insolvent banks and

( (trust—eonpantes)) savi ngs banks

Sec. 60. RCW32.24.060 and 1994 ¢ 92 s 344 are each anended to
read as foll ows:

Wthin ten days after the director takes possession thereof, a
mut ual savings bank may serve notice upon such director to appear
before the superior court in the county wherein such corporation is
| ocated, at a tinme to be fixed by ((sa+d)) the court, which shall not
be less than five nor nore than fifteen days from the date of the
service of such notice, to show cause why ((sueh—eerporation)) the
director's action taking possession of the savings bank should not be
( (restoredtothe possessionof+tsassets)) affirned. Upon the return
day of such notice, or such further day as the natter nay be continued
to, the court shall summarily hear ((satd)) the cause and shall dism ss
the sane, if it finds that possession was taken by the director in good
faith and for cause, but if it finds that no cause existed for ((the))
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t aki ng possession of ((sueh—ecoerperation)) the savings bank, it shall

require the director to restore the savings bank to the possession of
its assets and enjoin ((him—er—her)) the_ director from further
interference therewith w thout cause.

Sec. 61. RCW32.24.070 and 1994 ¢ 92 s 345 are each anended to
read as foll ows:

No receiver shall be appointed by any court for any ((mutual))
savi ngs bank, nor shall any assignnent of any such bank for the benefit
of creditors be valid, excepting only that a court otherw se having
jurisdiction may in case of immnent necessity appoint a tenporary
receiver to take possession of and preserve the assets of the
((Ptdal)) savings bank. | medi ately upon any such appoi ntnment, the
clerk of the court shall notify the director ((bytelegramandrat))
in_ witing of such appointnent and the director shall ((ferthwth))
i medi ately take possession of the ((mual)) savings bank, as in case
of insolvency, and the tenporary receiver shall upon demand of the
director surrender up to him or her such possession and all assets
whi ch have cone into his or her ((hands)) possession. The director
shall in due course pay such receiver out of the assets of the
((mtdal)) savings bank such amount as the court shall all ow.

NEW SECTI ON. Sec. 62. A new section is added to chapter 32.24 RCW
to read as foll ows:

(1) Subject to the consent of the director, a savings bank may
voluntarily stipulate and consent to an order taking possession and
t hereby place itself under the control of the director to be |iquidated
and be made subject to receivership as provided in this chapter.

(2) Upon issuance of such order taking possession, the savings bank
shall post a notice on its door as follows: "This savings bank is in
t he possession of the Director of the Washington State Departnent of
Financial Institutions."

(3) The posting of such notice or the taking possession of any
savi ngs bank by the director shall be sufficient to place all of its
assets and property of every nature in the director's possession and
bar all attachnment proceedings.
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Sec. 63. RCW32.24.080 and 2003 ¢ 53 s 196 are each anended to
read as foll ows:

(1) Every transfer of its property or assets by any ((wsutual))
savi ngs bank ((+a—this—state)), nmade (a) after it has becone insol vent,
(b) within ninety days before the date the director takes possession of
such savi ngs bank under RCW32.24.040, 32.24.050, or section 62 of this
act, or the federal deposit insurance corporation is appointed as
receiver or liquidator of such savings bank under RCW 32.24.090, and
(c) with the viewto the preference of one creditor over another or to
prevent equal distribution of its property and assets anong its
creditors, shall be void.

(2) Every trustee or board director, officer, or enployee know ngly
making any such transfer ((deseribed—in—subseetion—(H—of—this
seet+on)) of assets is guilty of a class B fel ony puni shabl e accordi ng
to chapter 9A 20 RCW

Sec. 64. RCW32.24.090 and 1994 ¢ 92 s 347 are each anended to
read as foll ows:

(1) The federal deposit insurance corporation is hereby authorized
and enmpowered to be and act w thout bond as receiver or |iquidator of
any ((mutual)) savings bank the deposits in which are to any extent
insured by that corporation and which the director shall have ((been

. Cliey . cpositors))
t aken possession pursuant to RCW32.24. 040, 32.24.050, or section 62 of
this act.

(2) In the event of such closing, the director nmay appoint the
federal deposit insurance corporation as receiver or |iquidator of such
((mtdal)) savings bank.

(3) If the corporation accepts such appointnent, it shall have and
possess all the powers and privileges provided by the laws of this
state with respect to a liquidator of a nutual savings bank, its
depositors and other creditors, and be subject to all the duties of
such |iquidator, except insofar as such powers, privileges, or duties
are in conflict with the provisions of the federal deposit insurance
act, as now or hereafter anended.

NEW SECTION. Sec. 65. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.
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(1) "Unsafe condition”" neans and includes, but is not limted to,
any one or nore of the follow ng circunstances:

(a) If a savings bank is |l ess than well capitalized,

(b) If a savings bank or hol di ng conpany viol ates the provisions of
Title 32 RCW or any other law or regulation applicable to savings
banks;

(c) If a savings bank conducts a fraudulent or questionable
practice in the conduct of its business that endangers the savings
bank's reputation or threatens its sol vency;

(d) If a savings bank conducts its business in an unsafe or
unaut hori zed manner;

(e) If a savings bank violates any conditions of its charter or any
agreenent entered with the director; or

(f) If a savings bank fails to carry out any authorized order or
direction of the exam ner or the director.

(2) "Exceeded its powers” neans and includes, but is not limtedto
the foll ow ng circunstances:

(a) If a savings bank has refused to permt examnation of its
books, papers, accounts, records, or affairs by the director, assistant
director, or duly conm ssioned exam ners; or

(b) If a savings bank has negl ected or refused to observe an order
of the director to nmke good, wthin the tinme prescribed, any
inmpairment of its capital.

(3) "Consent" neans and includes a witten agreenent by the savings
bank to either supervisory direction or conservatorship under this
chapter.

NEW SECTI ON. Sec. 66. [|f upon exam nation or at any other tine it
appears to the director that any savings bank is in an unsafe condition
and its condition is such as to render the continuance thereof
hazardous to the public or toits depositors or trust beneficiaries and
creditors, or if such savings bank appears to have exceeded its powers
or has failed to conply with the law, or if such savings bank gives its
consent, then the director shall upon his or her determnation (1)
notify the savings bank of his or her determnation, (2) furnish to the
savings bank a witten list of the director's requirenents to abate his
or her determnation, and (3) if the director nmakes further
determ nation to directly supervise, he or she shall notify the savings
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bank that it is under the supervisory direction of the director and
that the director is invoking the provisions of this chapter. | f
pl aced under supervisory direction the savings bank shall conply with
the lawful requirenments of the director within such tine as provided in
the notice of the director, subject however, to the provisions of this
chapter. If the savings bank fails to comply wthin such tine the
di rector may appoint a conservator as hereafter provided.

NEW SECTION. Sec. 67. During the period of supervisory direction
the director may appoint a representative to supervise such savings
bank and may provide that the savings bank may not do any of the
foll ow ng during the period of supervisory direction, wthout the prior
approval of the director or the appointed representative:

(1) D spose of, convey, or encunber any of the assets;

(2) Wthdraw any of its bank accounts;

(3) Lend any of its funds;

(4) Invest any of its funds;

(5) Transfer any of its property; or

(6) Incur any debt, obligation, or liability.

NEW SECTION. Sec. 68. After the period of supervisory direction
specified by the director for conpliance, if he or she determ nes that
such savings bank has failed to conply with the lawful requirenents
i nposed, upon due notice and hearing by the departnent or by consent of
t he savings bank, the director may appoint a conservator, who shall
i mredi ately take charge of such savings bank and all of its property,
books, records, and effects. The conservator shall conduct the
busi ness of the savings bank and take such steps toward the renoval of
t he causes and conditions which have necessitated such order, as the
director may direct. During the pendency of the conservatorship the
conservat or shall make such reports to the director fromtine to tine
as may be required by the director, and shall be enpowered to take al
necessary neasures to preserve, protect, and recover any assets or
property of such savings bank, including clainms or causes of actions
bel onging to or which may be asserted by such bank, and to deal wth
the sane in his or her own nanme as conservator, and shall be enpowered
to file, prosecute, and defend any suit and suits which have been fil ed
or which may thereafter be filed by or against such savings bank which
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are deened by the conservator to be necessary to protect all of the
interested parties for a property affected thereby. The director, or
any newly appointed assistant, mnmay be appointed to serve as
conservator. If the director, however, is satisfied that such savings
bank is not in condition to continue business in the interest of its
depositors or creditors under the conservator under this section, the
director may proceed with appropriate renedies provided by other
provisions of this title.

NEW SECTION. Sec. 69. Al costs incident to supervisory direction
and the conservatorship shall be fixed and determ ned by the director
and shall be a charge against the assets of the savings bank to be
al l oned and paid as the director may determ ne.

NEW_ SECTION. Sec. 70. During the period of the supervisory
direction and during the period of conservatorship, the savings bank
may request the director to review an action taken or proposed to be
taken by the representative or conservator; specifying wherein the
action conplained of is believed not to be in the best interest of the
savi ngs bank, and such request shall stay the action specified pending
review of such action by the director. Any order entered by the
director appointing a representative and providing that the savings
bank shall not do certain acts as provided in sections 67 and 68 of
this act, any order entered by the director appointing a conservator,
and any order by the director follow ng the reviewof an action of the
representative or conservator under this section shall be subject to
review in accordance with the adm nistrative procedure act of the state
of Washi ngt on.

NEW SECTION. Sec. 71. Any suit filed against a savings bank, or
its conservator, after the entrance of an order by the director placing
such savi ngs bank in conservatorship and while such order is in effect,
shall be brought in the superior court of the county of its principal
pl ace of business and not elsewhere. The conservator appointed for
such savings bank may file suit in the superior court of the county of
its principal place of business or other court of conpetent
jurisdiction against any person for the purpose of preserving,
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protecting, or recovering any asset or property of such savings bank,
including clainms or causes of action belonging to or which nay be
asserted by such savi ngs bank.

NEW SECTION. Sec. 72. The conservator shall serve for such tinme
as is necessary to acconplish the purposes of the conservatorship as
intended by this chapter. |If rehabilitated, the rehabilitated savings
bank shall be returned to nmanagenent or new nmanagenents under such
conditions as are reasonabl e and necessary to prevent recurrence of the
condi ti on whi ch occasi oned the conservatorshi p.

NEW SECTION. Sec. 73. |If the director determnes to act under
authority of this chapter, the sequence of his or her acts and
proceedi ngs shall be as set forth in this chapter. However, it is the
purpose and substance of this chapter to authorize admnistrative
discretion, to allow the director admnistrative discretion in the
event of unsound banki ng operations, and in furtherance of that purpose
the director is hereby authorized to proceed wth regulation either
under this chapter or under any other applicable provisions of |aw or
under this chapter in connection with other law, either as such lawis
now exi sting or is hereinafter enacted, and it is so provided.

NEW_ SECTION. Sec. 74. Sections 65 through 73 of this act
constitute a new chapter in Title 32 RCW

NEW SECTION. Sec. 75. 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.

NEW SECTION. Sec. 76. This act is necessary for the immedi ate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect
i mredi atel y.

Passed by the House February 15, 2010.

Passed by the Senate March 3, 2010.

Approved by the Governor March 17, 2010.

Filed in Ofice of Secretary of State March 17, 2010.
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