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ENGRCSSED HOUSE BI LL 2830

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

By Representatives Sinpson, Bailey, Kirby, Kelley, Rodne, and Nel son;
by request of Departnment of Financial Institutions

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

AN ACT Relating to credit union regulatory enforcenent powers;
anendi ng RCW 31.12.005, 31.12.085, 31.12.267, 31.12.516, 31.12.545,
31.12.565, 31.12.569, 31.12.575, 31.12.585, 31.12.595, 31.12.625,
31.12.651, 31.12.671, 31.12.674, and 31.12.850; adding new sections to
chapter 31.12 RCW prescribing penalties; and decl aring an energency.

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

Sec. 1. RCW31l.12.005 and 2001 ¢ 83 s 1 are each anended to read
as follows:

Unl ess the context clearly requires otherwise, as used in this
chapter:

(1) "Board" neans the board of directors of a credit union.

(2) "Board officer" means an officer of the board el ected under RCW
31.12.265(1).

(3) "Branch" of a credit union, out-of-state credit wunion, or
foreign credit union neans any facility that neets all of the foll ow ng
criteria:

(a) The facility is a staffed physical facility;

(b) The facility is owned or |eased in whole or part by the credit
union or its credit union service organization; and

p. 1 EHB 2830. SL
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(c) Deposits and wthdrawals may be nade, or shares purchased,
through staff at the facility.

(4) "Capital" neans a credit union's reserves, undivided earnings,
and all owance for | oan and | ease | osses, and other itens that may be
i ncl uded under RCW31.12.413 or by rule or order of the director.

(5) "Credit union" neans a credit union organized and operating
under this chapter

(6) "Credit union service organi zati on" neans an organi zati on that
a credit union has invested in pursuant to RCW 31.12.436(8), or a
credit wunion service organization invested in by an out-of-state,
federal, or foreign credit union.

(7) "Departnent” neans the departnment of financial institutions.

(8) "Director"” neans the director of financial institutions.

((8))) (9) "Federal credit union" nmeans a credit union organized
and operating under the |laws of the United States.

((69)) (10) "Financial institution”™ nmeans any conmmercial bank,
trust conpany, savings bank, or savings and | oan associ ation, whether
state or federally chartered, and any credit union, out-of-state credit
uni on, or federal credit union.

((26y)) (11) "Foreign credit union"” neans a credit union organi zed
and operating under the laws of another country or other foreign
jurisdiction.

(()) (12) "Insol vency" neans:

(a) If, under United_ States generally accepted accounting
principles, the recorded value of the credit union's assets are |ess
than its obligations to its share account holders, depositors,
creditors, and others; or

(b) If it islikely that the credit union wll be unable to pay its
obligations or neet its share account hol ders' and depositors' denmands
in the normal course of business.

((+»)) (13) "Loan" neans any loan, overdraft line of credit,
extension of credit, or lease, in whole or in part.

((x3y)) (14) "Material violation of |aw' neans:

(a) If the credit union or person has violated a material provision

of :
(i) Law,
(11) Any cease and desist order issued by the director;

EHB 2830. SL p. 2



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNMNDNMNDNDDNMNDNMNMNMNMNNMNPEPPRPPRPPRPRPRPERPEPPRPRPPREPE
N o oA WNEFE OO 0o N O P WDNPE OO oo N O P~ wWw DN PEe o

(tit) Any condition inmposed in witing by the director in
connection wth the approval of any application or other request of the
credit union; or

(1v) Any supervisory agreenent, or_any other witten agreenent
entered into wth the director;

(b) If the credit union or person has conceal ed any of the credit
union's books, papers, records, or assets, or refused to submt the
credit union's books, papers, records, or affairs for inspection to any
exam ner of the state or, as appropriate, to any exam ner of the
national credit union adm nistration; or

(c) If ((the—persoen)) a nenber of a credit union board of directors
or supervisory comrmittee, or an officer of a credit union, has breached
his or her fiduciary duty to the credit union.

((4)1)) (15) "Menbership share" neans an initial share that a
credit union may require a person to purchase in order to establish and
mai ntai n menbership in a credit union.

((35))) (16) "Net worth" neans a credit union's capital, less the
al l omance for | oan and | ease | osses.

((x8y)) (17) "Operating officer”™ neans an enployee of a credit
uni on designated as an officer pursuant to RCW31. 12. 265(2).

((+H)) (18) "Organization" neans a corporation, partnership,
association, limted liability conpany, trust, or other organi zation or
entity.

((+8))) (19) "Qut-of-state credit union"™ nmeans a credit wunion
organi zed and operating under the laws of another state or United
States territory or possession.

((29yY)) (20) "Person" neans an organi zation or a natural person
including, but not limted to, a sole proprietorship.

((£26))) (21) "Principally" or "primarily" neans nore than one-
hal f .

((£2)) (22) "Senior operating officer” includes:

(a) An operating officer who is a vice president or above; and

(b) Any enpl oyee who has policy-making authority.

((22)) (23) "Significantly undercapitalized" neans a net worth to

total assets ratio of Iess than four percent.
(24) "Small credit union" neans a credit union with up to ten
mllion dollars in total assets.

p. 3 EHB 2830. SL
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((623y)) (25) "Unsafe or wunsound condition" neans, but is not
limted to:

(a) If the credit union is insolvent;

(b) If the credit union has incurred or is likely to incur |osses
that will deplete all or substantially all of its net worth; ((er))

(c) If the credit union is in immnent danger of losing its share
and deposit insurance or guarantee; or

(d) If the credit unionis significantly undercapitalized

((24y)) (26) "Unsafe or unsound practice" nmeans any action, or
| ack of action, which is contrary to generally accepted standards of
prudent operation, the likely consequences of which, if continued,
woul d be abnormal risk of |oss or danger to a credit union, its
menbers, or an organization insuring or guaranteeing its shares and
deposits.

Sec. 2. RCW31.12.085 and 2001 ¢ 83 s 3 are each anended to read
as follows:

(1) Upon approval under RCW 31.12.075(2), the director shall
deliver a copy of the articles of incorporation to the secretary of
state for filing. Upon receipt of the approved articles of
i ncorporation ((anrd—a—twenty—deHar—Ht+ng—Ffee)) provided by the
applicants, and_the_ secretary of state filing fee_paid_ by the
departnent, the secretary of state shall file the articles of
i ncor poration.

(2) Upon filing of the approved articles of incorporation by the
secretary of state, the persons naned in the articles of incorporation
and their successors may conduct business as a credit union, having the
powers, duties, and obligations set forth in this chapter. A credit
uni on may not conduct business until the articles have been filed by
the secretary of state.

(3) A credit union shall organize and begin conducting business
wthin six nmonths of the date that its articles of incorporation are
filed by the secretary of state or its charter is void. However, the
director may grant extensions of the six-nonth period.

Sec. 3. RCW 31. 12. 267 and 2001 ¢ 83 s 9 are each anended to read
as foll ows:
(1) Directors, board officers, supervisory commttee nenbers, and

EHB 2830. SL p. 4
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seni or operating officers ((are—deered—to—stand+n)) owe a fiduciary

((relat+oenship)) duty to the credit union, and nust discharge the
duties of their respective positions:

((5)) (a) In good faith;

((2)) (b) Wth the care an ordinarily prudent person in a like
position woul d exerci se under simlar circunstances; and

((3))) (c) In a manner the director or officer reasonably believes
to be in the best interests of the credit union.

(2) In discharging the duties of a director, a director is entitled
to rely on_information, opinions, reports, or_ statenents, including
financial statenments and other financial data, if prepared or presented
by:

(a) One or nore officers or enployees of the credit union whomthe
director reasonably believes to be reliable and conpetent in_ the
matters presented;

(b) Legal _counsel, public_accountants, or_other persons_as_to
matters the director reasonably believes are wthin the person's
prof essi onal or expert conpetence; or

(c) Acommttee of the board of directors of which the director is
not a nenber if the director reasonably believes the conmttee nerits
confi dence.

(3) A director is not acting in good faith if the director_ has
know edge concerning the matter in_question_ that nakes reliance
otherwi se permtted by subsection (2) of this section unwarranted.

(4) Adirector is not liable for any action taken as a director, or
any failure to take any action, if the director perforned the duties of
the director's office in conpliance with this section.

Sec. 4. RCW31.12.516 and 2001 ¢ 83 s 26 are each anended to read
as follows:

(1) The powers of supervision and exam nation of credit unions and
ot her persons subject to this chapter and chapter 31.13 RCWare vested
in the director. The director shall require each credit union to
conduct business in conpliance with this chapter and may require each
credit union to conduct business in conpliance with other state and
federal laws that apply to credit unions. The director has the power
to comence and prosecute actions and proceedings, to enjoin

p. 5 EHB 2830. SL
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violations, and to collect suns, including fines, due the state of
Washi ngton froma credit union.

(2) The director may adopt such rules as are reasonable or
necessary to carry out the purposes of this chapter and chapter 31.13
RCW Chapter 34.05 RCWw ||, whenever applicable, govern the rights,
remedi es, and procedures respecting the adm nistration of this chapter.

(3) The director may by rule provide appropriate relief for snal
credit unions from requirenments under this chapter or rules of the
di rector. However, small credit unions nust still conply wth RCW
31.12. 408.

(4) The director shall have the power and broad adm nistrative
discretion to adm nister and interpret the provisions of this chapter
and chapter 31.13 RCW to facilitate the delivery of financial services
to the menbers of a credit union.

(5) Nonfederally insured credit unions, nonfederally insured out-
of -state credit unions, and nonfederally insured foreign credit unions
operating inthis state as permtted by RCW31. 12. 408 and 31.12.471, as
applicable, nust conmply wth safety and soundness requirenents
establ i shed by the director.

(6) The director may charge fees to credit unions and ot her persons
subj ect to exam nation and investigation under this chapter and chapter
31.13 RCW and to other parties where the division contracts out its
services, in order to cover the costs of the operation of the division

of credit unions, and to establish a reasonable reserve for the
division. The director may waive all or a portion of the fees.

Sec. 5. RCW31.12.545 and 2001 ¢ 83 s 27 are each anended to read
as follows:

(1) The director shall make an exam nation and investigation into
the affairs of each credit union at |east once every ei ghteen nonths,
unl ess the director determines with respect to a credit union, that a
| ess frequent exam nation schedule wll satisfactorily protect the
financial stability of the credit union and will satisfactorily assure
conpliance with the provisions of this chapter.

(2) Inregard to credit unions, and out-of-state and foreign credit
unions permtted to operate a branch in Wshington pursuant to RCW
31.12.471, the director:

EHB 2830. SL p. 6
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(a) Shall have full access to the credit union's books and records
and files, including but not limted to conputer files;

(b) May appraise and reval ue the credit union's investnents; and

(c) May require the credit union to charge off or set up a speci al
reserve for |oans and investnents.

(3) The director may nmake an exam nation and i nvestigation into the
affairs of:

(a) An out-of-state or foreign credit union permtted to operate a
branch i n Washi ngton pursuant to RCW31. 12. 471,

(b) A nonpublicly held organi zation_ or its subsidiary, in which a
credit union has a material investnent;

(c) A publicly held organization the capital stock or equity of
which is controlled by a credit union;

(d) A credit union service organization, or any tier subsidiary of
a credit union service organization, in which a credit union has an
i nterest;

(e) An organization that is not a credit union, out-of-state credit
union, federal credit union, or foreign credit union, and that has a
majority interest in a credit union service organization in which a
credit union has an interest;

(f) Asole proprietorship or organization primarily in the business
of managi ng one or nore credit unions; ((and))

(g) A person providing electronic data processing services to a
credit union__and

(h) A _corporation_or other business_ entity that provides
alternative share insurance in accordance with RCW31.12. 408

The director shall have full access to the books ((and)), records,
personnel, and files, including but not limted to conputer files, of
persons described in this subsection.

(4) In connection with examnations and investigations, the
di rector may:

(a) Adm ni ster oaths and exam ne under oath any person concerning
the affairs of any credit union or of any person described in
subsection (3) of this section; and

(b) Issue subpoenas to and require the attendance and testinony of
any person at any place within this state, and require witnesses to
produce any books and records and files, including but not limted to
conputer files, that are material to an exam nation or investigation.

p. 7 EHB 2830. SL



©O© 00 N O Ol WDN P

e
N R O

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

(5) The director may accept in lieu of an exam nation under this
section:

(a) The report of an exam ner authorized to exam ne a credit union
or an out-of-state, federal, or foreign credit wunion, or other
financial institution; or

(b) The report of an accountant, satisfactory to the director, who
has made and submitted a report of the condition of the affairs of a
credit union or an out-of-state, federal, or foreign credit union, or
other financial institution. The director nay accept all or part of
such a report in lieu of all or part of an exam nation. The accepted
report or accepted part of the report has the sane force and effect as
an exam nation under this section.

Sec. 6. RCW31.12.565 and 2005 c 274 s 254 are each anended to
read as foll ows:

(1) The follow ng are confidential and privileged and not subject
to public disclosure under chapter 42.56 RCW

(a) Exam nation reports and infornmation obtained by the director in
conducting exam nations and investigations under this chapter and
chapter 31.13 RCW

(b) Exam nation reports and related information from other
financial institution regulators obtained by the director;

(c) Reports or parts of reports accepted in lieu of an exam nation
under RCW31. 12. 545; and

(d) Business plans and other proprietary information obtained by
the director in connection with a credit union's application or notice
to the director

(2) Notw thstandi ng subsection (1) of this section, the director
may furnish exam nation reports workpapers, final orders, or_other
information obtained in the conduct of an exami nation or investigation
prepared by the director to:

(a) Federal agencies enpowered to exami ne credit unions or other
financial institutions;

(b) Oficials enpowered to investigate crimnal charges. The
director may furnish only that part of the report which is necessary
and pertinent to the investigation, and only after notifying the
affected credit union and nenbers of the credit union who are naned in
that part of the exam nation report, or other person exam ned, that the

EHB 2830. SL p. 8
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report is being furnished to the officials, unless the officials
requesting the report obtain a waiver of the notice requirenent for
good cause froma court of conpetent jurisdiction

(c) The exami ned credit union or other person exam ned, solely for
its confidential use;

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

(e) Prospective nerger partners or conservators, receivers, or
I i quidating agents of a distressed credit union;

(1) Credit union regulators in other states or foreign
jurisdictions regarding an out-of-state or foreign credit union
conducting business in this state under this chapter, or regarding a
credit union conducting business in the other state or jurisdiction;

(g) A person officially connected with the credit union or other
person exam ned, as officer, director, supervisory conmttee nenber,
attorney, auditor, accountant, independent attorney, independent
audi tor, or independent accountant;

(h) Organi zations that have bonded the credit union to the extent
that information is relevant to the renewal of the bond coverage or to
a claimunder the bond coverage;

(1) Organizations insuring or guaranteeing the shares of, or
deposits in, the credit union; or

(j) Oher persons as the director may determ ne necessary to
protect the public interest and confi dence.

(3) Exam nation reports, work papers, tenporary and final orders,
consent orders, and other information obtained in the conduct of an
exam nation_or _investigation furnished under subsection (2) of this
section remain the property of the director and no person to whom
reports are furnished or any officer, director, or enployee thereof my
di scl ose or make public the reports or information contained in the
reports except in published statistical information that does not
di sclose the affairs of a person, except that nothing prevents the use
in a crimnal prosecution of reports furnished under subsection (2)(b)
of this section.

(4) In a civil action in which the reports or information are
sought to be discovered or used as evidence, a party my, upon notice
to the director, petition the court for an in-canera review of the
reports or infornation. The court may permt discovery and

p. 9 EHB 2830. SL
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i ntroduction of only those portions of the report or information which
are rel evant and ot herw se unobtai nable by the requesting party. This
subsection does not apply to an action brought or defended by the
di rector.

(5) This section does not apply to investigation reports prepared
by the director concerning an application for a new credit union or a
notice of intent to establish a branch of a credit union, except that
the director my adopt rules making portions of the reports
confidential, if in the director's opinion the public disclosure of
that portion of the report would inpair the ability to obtain
information the director considers necessary to fully evaluate the
appl i cation.

(6) Any person who know ngly violates a provision of this section
is guilty of a gross m sdeneanor.

Sec. 7. RCW31l.12.569 and 2001 ¢ 83 s 30 are each anended to read
as follows:

Credit unions will conmply with the provisions of United States
general ly accepted accounting principles as required by federal |aw or
rule of the director. |In adopting rules to inplenent this section, the
director shall consider, anong other relevant factors, whether to
transition small «credit wunions to generally accepted accounting
principles over a period of tine.

Sec. 8. RCW31l.12.575 and 2001 ¢ 83 s 32 are each anended to read
as follows:

The director my issue and serve a credit wunion director,
supervi sory conmttee nenber, officer, or enployee with witten notice
of intent to renove the person fromoffice or enploynent or to prohibit
the person from participating in the conduct of the affairs of the
credit union or any credit union doing business in Washington state in
accordance wwth RCW31. 12. 625 whenever, in the opinion of the director:

(1)(a) The person has conmtted a material violation of |aw or an
unsafe or unsound practice; ((and)) or

(b) The person _has commtted a_violation_ or_practice_ involving
personal dishonesty, reckl essness, or inconpetence; and

(2)(a) The credit union has suffered or is likely to suffer
substantial financial | oss or other danage; or

EHB 2830. SL p. 10
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(b) The interests of the credit union's share account hol ders and
depositors could be seriously prejudiced by reason of the violation or
practice((;—and

3y — Fhe —violation — or — practtee — avobves — personal — di-shonesty—
reckl-essness—or—+ncorpetence) ) .

Sec. 9. RCW31.12.585 and 2001 ¢ 83 s 33 are each anended to read
as follows:

The director may issue and serve ((a—eredit—untoen)) any_entity
regul ated by this chapter with a witten notice of charges and intent
to i ssue a cease and desist order if, in the opinion of the director
the ((eredit—unton)) requlated entity has commtted or is about to
comm t:

(1) Amaterial violation of |aw, or

(2) An unsafe or unsound practice.

Upon taking effect, the order may require the ((eredit—union))
requlated _entity and its directors, supervisory comittee nenbers,
of ficers, enployees, and agents to cease and desist fromthe violation
or practice and may require themto take affirmative action to correct
the conditions resulting fromthe violation or practice.

Sec. 10. RCW31.12.595 and 2001 ¢ 83 s 34 are each anended to read
as follows:

(1) If the director determnes that the violation or practice
specified in RCW 31.12.585 is likely to cause an unsafe or unsound
condition at the credit union, the director nmay issue and serve a
tenporary cease and desist order. The order may require the credit
union and its directors, supervisory conmttee nenbers, officers,
enpl oyees, and agents to cease and desist from the violation or
practice and may require themto take affirmative action to correct the
conditions resulting fromthe violation or practice.

(2) Wth the tenporary order, the director shall serve a notice of
charges and intent to issue a cease and desist order under RCW
31.12.585 in the matter.

(3) The tenporary order becones effective upon service on the
credit union and remains effective until conpletion of the
adm ni strative proceedi ngs under the notice i ssued under subsection (2)
of this section.

p. 11 EHB 2830. SL
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(4) Wthin ten days after a credit union has been served with a
tenporary order, the credit union 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 ni strative proceedi ngs under the notice i ssued under subsection (2)
of this section.

(5 In the case of a violation or threatened violation of a
tenporary order, the director may apply to the superior court of the
county of the principal place of business of the credit union for an
injunction to enforce the order, and the court shall 1issue an
injunction if it determines that there has been a violation or
t hreat ened viol ati on.

(6) For the purposes_of this_ section, the_ principal_ place_of
busi ness of a foreign or out-of-state credit union is Thurston county.

Sec. 11. RCW31.12.625 and 2001 ¢ 83 s 35 are each anended to read
as follows:

An adm nistrative hearing on the notice provided for in RCW
31.12.575 and 31.12.585 nust be conducted in accordance with chapter
34. 05 RCW (+—provided—+that)), and may be conducted by the_director or
the director's designee. To the extent the requirenments of this
chapter are inconsistent with chapter 34.05 RCW this chapter wll
govern. The hearing may be held at such place as is designated by the
director. 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 hearing.

Sec. 12. RCW31.12.651 and 1997 ¢ 397 s 64 are each anended to
read as foll ows:

(1) As authorized by RCW 31.12.637, the director may, upon due
notice and hearing conducted by the_ director or the_ director's
desi gnee, appoint a conservator for a credit union. The director nay
appoint hinself or herself or another qualified party as conservator of
the credit union. The conservator shall imedi ately take charge of the
credit union and all of its property, books, records, and effects.

(2) The conservator shall conduct the business of the credit union
and take such steps toward the renoval of the causes and conditions

EHB 2830. SL p. 12
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that have necessitated the appointnent of a conservator, as the
director my direct. The conservator is authorized to, wthout
limtation:

(a) Take all necessary neasures to preserve, protect, and recover
any assets or property of the credit union, including any claim or
cause of action belonging to or which may be asserted by the credit
uni on, and adm nister the same in his or her own nanme as conservator;
and

(b) File, prosecute, and defend any suit that has been filed or may
be filed by or against the credit union that is deenmed by the
conservator to be necessary to protect all of the interested parties or
a property affected thereby.

The conservator shall make such reports to the director fromtine
to tine as nay be required by the director.

(3) Al costs incident to conservatorship will be a charge agai nst
the assets of the credit union to be allowed and paid as the director
may det erm ne

(4) If at any tinme the director determnes that the credit unionis
not in condition to continue business under the conservator in the
interest of its share account hol ders, depositors, or creditors, and
grounds exist under RCW 31.12.637, the director may proceed wth
appoi ntnment of a |liquidating agent or receiver in accordance with this
chapter.

(5) The_director, the departnent and_its_enployees, and_third
parties acting as conservators are not subject to liability for actions
under this section, and no departnental funds may be required to be
expended on_behalf of the credit union, or its creditors, enployees,
nenbers, or any other party or entity.

Sec. 13. RCW31.12.671 and 1997 ¢ 397 s 70 are each anmended to
read as foll ows:

(1) As authorized by RCW31.12. 637, the director may w thout prior
notice appoint a receiver to take possession of a credit union. The
director may appoint the national credit union adm nistration or other
qualified party as receiver. Upon appointnment, the receiver is
aut hori zed to act w thout bond. Upon acceptance of the appointnent,
the receiver shall have and possess all the powers and privileges
provided by the laws of this state with respect to the receivership of
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a credit union, and be subject to all the duties of and restrictions
applicable to such a receiver, except insofar as such powers,
privileges, duties, or restrictions are in conflict with any applicable
provi sion of the federal credit union act.

Upon t aki ng possession of the credit union, the receiver shall give
witten notice to the directors of the credit union and to all persons
havi ng possession of any assets of the credit union. No person wth
know edge of the taking of possession by the receiver shall have a lien
or charge for any paynent advanced, clearance made, or liability
incurred against any of the assets of the credit union, after the
recei ver takes possession, unless approved by the receiver.

(2) The director, the departnent and its enpl oyees, and any third-
party receiver acting on behalf of the departnment are not subject to
liability for actions taken pursuant to appointnent of a receiver under
this_ section. Funds of the departnent may not be required to_ be
expended on_behalf of the credit union_or_ its nenbers, directors,
officers, enployees, or any other person.

Sec. 14. RCW31.12.674 and 1997 ¢ 397 s 71 are each anended to
read as foll ows:

Wthin ten days after the receiver takes possession of a credit
union's assets, the credit union may serve notice upon the receiver to
appear before the superior court of the county in which the principal
pl ace of business of the credit union is located and at a time to be
fixed by the court, which may not be less than five or nore than
fifteen days fromthe date of the service of the notice, to show cause
why the credit union should not be restored to the possession of its
assets. For the purposes_of this_section, the_ principal place_of
busi ness of a foreign or out-of-state credit union is Thurston county.

The court shall summarily hear and dismiss the conmplaint if it
finds that the receiver was appointed for cause. However, if the court
finds that no cause existed for appoi ntnent of the receiver, the court
shall require the receiver to restore the credit union to possession of
its assets and enjoin the director from further appointnent of a
receiver for the credit union w thout cause.

Sec. 15. RCW 31.12.850 and 2003 ¢ 53 s 193 are each anended to
read as foll ows:

EHB 2830. SL p. 14
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(1)(a) It is unlawful for a director, supervisory conmttee nenber,
officer, enployee, or agent of a credit union to knowingly violate or
consent to a violation of this chapter.

(b) I't is unlawful for any person to know ngly neke or di ssem nate
a false report or other m srepresentation about the financial condition
of any credit union.

(c) Unless otherwise provided by law, a violation of this
subsection is a m sdeneanor under chapter 9A 20 RCW

(2)(a) It is unlawful for a person to performany of the follow ng
acts:

(i) To know ngly subscribe to, nake, or cause to be made a false
statenent or entry in the books of a credit union;

(i) To knowngly make a false statenent or entry in a report
required to be nmade to the director; or

(iii1) To know ngly exhibit a false or fictitious paper, instrunent,
or security to a person authorized to exam ne a credit union.

(b) A violation of this subsection is a class C felony under
chapter 9A. 20 RCW

NEW SECTI ON. Sec. 16. A new section is added to chapter 31.12 RCW
to read as foll ows:

(1) The departnment is authorized to assess civil fines to the
credit union for violation of any of the foll ow ng:

(a) Any material provision of this chapter or related rules;

(b) Any final or tenporary order, including a cease and desi st,
suspensi on, renoval, or prohibition order;

(c) Any supervisory agreenent;

(d) Any condition inposed in witing in connection with the grant
of any application or other request; or

(e) Any other witten agreenent entered into with the director.

(2) At the option of the director, a violation of this section
subjects the violator to a fine of up to ten thousand dollars per
vi ol ati on. A continuing violation shall be considered a single
violation for this purpose. The fine is payable upon issuance of any
order or directive of the director, and may be recovered by the
attorney general in a civil action in the nane of the departnent.

(3) The departnent s authorized to adopt rules for the
i npl enmentation of this section.
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NEW SECTION. Sec. 17. A new section is added to chapter 31.12 RCW
to read as foll ows:

(1) The director may issue and serve an order suspending a person
fromfurther participation in any manner in the conduct of the affairs
of a credit union if the director determ nes that such an action is
necessary for the protection of the credit union or the interests of
the credit union nmenbers. Any suspension order issued by the director
is effective upon service and, unless the superior court of the county
in which the primary place of business of the credit union is | ocated
issues a stay of the order, remains in effect and enforceable unti
conpl etion of the adm nistrative proceedi ngs under RCW 31. 12. 575.

(2) Wth the suspension order, the director shall serve a notice of
intent to renove or prohibit under RCW 31. 12. 575.

(3) Wthin ten days after the person has been served with the
suspension order, the person nmay apply to the superior court of the
county in which the primary place of business of the credit union is
| ocated for an injunction setting aside, limting, or suspending the
order pending the conpletion of the adm nistrative proceedi ngs under
the notice i ssued under subsection (2) of this section.

(4 In the case of a violation or threatened violation of a
suspensi on order, the director may apply to the superior court of the
county in which the primary place of business of the credit union is
| ocated for an injunction to enforce the order, and the court shall
issue aninjunction if it determnes that there has been a viol ation or
t hreat ened viol ati on.

(5) For the purposes of this section, the principal place of
busi ness of a foreign or out-of-state credit union is Thurston county.

NEW SECTION. Sec. 18. A new section is added to chapter 31.12 RCW
to read as foll ows:

After the taking of possession of the property and business of a
credit union, through conservatorship or receivership, the conservator
or receiver may term nate or adopt any executory contract to which the
credit union nmay be a party, including |eases of real or personal
property. The term nation or adoption shall be made wi thin six nonths
after obtaining knowl edge of the existence of the contract or |ease.
Any provision in the contract or |ease which provides for damages or
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cancellation fees wupon termnation shall not be binding on the
conservator, receiver, or credit union. The director, conservator, or
receiver, and credit union are not |iable for damages.

NEW SECTION. Sec. 19. A new section is added to chapter 31.12 RCW
to read as foll ows:

If at any tine because of the renoval of one or nore credit union
directors under this chapter, the board of directors of a credit union
has | ess than a quorum of directors, all powers and functions vested in
or exercisable by the board vest in and are exerci sable by the director
or directors remaining until such a tinme as there is a quorumon the
board of directors. If all of the directors of a credit union are
removed under this chapter, the director of the departnent of financi al
institutions shall appoint persons to serve tenporarily as directors of
the credit union until such a tinme as their respective successors take
of fice.

NEW SECTION. Sec. 20. 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. 21. This act is necessary for the immediate
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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